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Chairman’s

Statement = & § & =

Mr. Kyoo Yoon Choi (Chairman)
BEEHXE (FF)

Dear Shareholders,

2005 was still a tough year for manufacturers in the toy
industry. Shouldering persistent pricing pressure, material
costs pushed up by high crude oil price and labour
shortage, the profit margins of Dream International Limited
(the “Company”) and its subsidiaries (the “Group”) were
inevitably squeezed. However, riding on its sizeable
operation and reputation as an industry leader, the Group
practiced strategic bulk purchasing and was able to enjoy
bargain prices from various raw material suppliers, which
allowed it to mitigate cost pressure. The Group showed
great resilience amid the adverse global market conditions

and managed to minimize operational loss of its toy business.

BMEULRR

HIAREREmE —STRFNARE
B—%F  ERFEIXE MEhESER
BTRRESLEERAS  EABEBRERAD
A([ARR]) REMBAR ([RNEE])
M EER B R T E o AT - BAERE
ROEEMBRRIEREANREENEE
FEBEETRBUERERE  UEZER
MEHEBREEEER  BREXKE
B ERERMRANMNIRET » AEED
EFEAR BMAXBNEEBEBRRE

RIE -




Chairman’s
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BUSINESS REVIEW AND PROSPECTS

During the year under review, the Group mapped out
various measures to meet the challenges. We selected
several locations to set up production facilities in inland
PRC to tfake advantage of the relatively lower wage level.
Further investment in the plants in Vietnam has not only
alleviated the impact of labour shortages in China, but
also mitigated foreign currency risks as both the operational
costs and revenues in Vietham are denominated in US
dollar. Moreover, by splitting production capacity
strategically among three geographical locations,
including northern, southern PRC and Vietnam, the Group

can better constraint geographical production risks.

During the second half of 2005, we fook a series of actions
to advance our business. A joint venture, C & H HK Corp.,
Ltd. ("JV") was formed with three investors from the US,
Japan and Taiwan. The JV will benefit from the Group’s
scalable manufacturing capability, and the marketing and
technical expertise and potential business that the other
partners bring. Through the JV, the Group will be able to
broaden its worldwide and local distribution networks and

enrich its product mix. The acquired frademarks “Great”
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and “Far Great” under the JV will provide a platform for

the Group fo achieve its goal of tapping Original Brand
Manufacturing ("OBM") business.

To reinforce our position as the world’s largest plush stuffed
toy manufacturer, we strived to explore new business
opportunities during the year. Leveraging the JV, we won
new orders on steel and plastic foys from a current
renowned Original Equipment Manufacturing ("OEM”)
customer. Empowered by our well-established “CALTOY”
brand, we also secured several new Original Design
Manufacturing ("ODM") customers. To support our
expanding business and heighten revenue, we will establish
new production facilities in inland provinces of the PRC,
such as Auhui and Guangxi, to expand production

capacity and prepare for potential business.

To boost operational efficiency, the Group started to
reinforce, reorganize and restructure its business last year.
The major steps taken included reallocating management
personnel and rationalizing the work forces of the Group.
The benefits of these initiatives are expected fo be

reflected in the Group’s performance in 2006.

Looking ahead, we are confident of the Group’s
performance in the coming years. Currently, the plush
stuffed toy industry is undergoing market consolidation and

smaller manufacturers will be eventually ousted. When the
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consolidation is completed, only a few scalable
manufacturers, including the Company, will subsist to enjoy
greater bargaining power in negotiating with customers for

higher margins.

Besides continuing to focus on ifs core plush stuffed toy
business, the Group will offer its existing customers a wider
mix of products with quality design. The Group will continue
to utilize the resources and opportunities presented by the
JV to build a profitable income stream. To better serve and
satisfy major customers, we shall invest more time and
resources in R&D and marketing, and develop products
that embody creative concepts attuning to new trends and
designs. Guided by our strong fradition and sound
experience in bringing joy to children and adults around
the world for over two decades, we believe we are well
prepared to take on any challenges and bring our business

back on the booming track in the future.

On behalf of the Board, | would like to extend my gratitude
tfo the management team and staff for their commitment,
perseverance and contribution to the Group. | would also
like to thank all our shareholders, business partners and

customers for their confinuous support during the year.

Kyoo Yoon Choi EE
Chairman % &

Hong Kong, 12 April 2006
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Management Discussion

and Analysis & 2 & & # & 2

FINANCIAL REVIEW

For the year ended 31 December 2005, the Group reported
furnover amounting to HK$1,040.4 million (2004: HK$1,158.1
million). Rising labour costs and labour shortages in coastal
cities of the PRC, as well as persistently hefty raw material
costs remained serious concerns for toy manufacturers. The
unfavourable circumstances affected the Group’s gross
profit, which stood at HK$186.9 million for the year (2004:
HK$290.5 million). Due to a loss of HK$14.1 million from a
financial activity, loss attributable to shareholders widened
to HK$36.3 million (2004: profit of HK$49.1 million).

Nevertheless, the Group maintained a healthy financial
position. As at 31 December 2005, its cash and bank
deposits amounted to HK$173.0 million (31 December 2004:
HK$234.7 million).

BUSINESS REVIEW

To deal with the challenging market environment which
was expected to persist, the Group embarked on

reinforcing, reorganizing and restructuring its business during

b,

the year under review.

f

\} -

VAN

il

B 7% | B

HE ETRFE+-_A=+—BILEE -
7N £ (B $% 15 4 2 %8 1,040,400,00058 7T (=
TEPO4F : 1,158,100,000/8 7T) ° FEH
TS TR ER RS TRE - LR
MEERFESDS  NDARIAZERNE
BEITNEE - ZEFFNEEREY
2 . £ @A F E M EFIE%15 186,900,000
B (ZZEZPMF : 290,500,000 7T) °
7 Bt 7% 0% €9 8% 18 14,100,000 7T &9 &
18 - BRI FE 15 B 18 15 K = 36,300,000/ 7T
(ZZTMF ¢ % F49,100,000% L) °

AW REBDESRFMBGOR - K=
ZERF T+ A=+ -RANRERBTHF
X3 173,000,0008 7T (ZETMF + A
=-+—H : 234,700,000 7T) °

% 7% B B
EEENBEOTHREHAHE B
U - EBEEREENRRITE - RE 2
ERAERE R -



Management Discussion
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On the one hand, the Group sought to expand its existing
customer base and markets by offering an enriched
product mix. More resources were allocated to set up
production facilities in Vietnam and inland PRC to mitigate
labour shortages and increasing labour costs in the coastal
cities of the PRC. The Group also streamlined its business
structure to reduce cost and enhance efficiency. These
strategies strengthened not only the Group’s position as a
market leader, but also its foundation in meeting

challenges.

Product Analysis
Representing 94.4% of the total turnover, plush stuffed toys

remained the core business of the Group and recorded
HK$981.8 million in sales during the year. Within this sector,
the OEM business contributed HK$810.6 million in turnover.
With major character owners and licensors as customers,
the Group focused on exploring business opportunities in its
existing customer base, such as cross-selling of steel and

plastic toys to these OEM customers.
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The proportion of the ODM business to the total furnover of
the Group rose from 14.2% last year to 16.4% this year.
Driven by increased orders from US customers such as new
customer KOHL'S for its Christmas promotion programme,
the business segment reported continuous growth during
the year. After extensive preparation, the Group’s new
product line - infant products such as rattle, plush and
bedding, will be launched in the infant section of Walmart
in 2006. This is going to bring in significant revenue to the
Group and allow the Group to gain more exposure in the

global infant products market.

Revenue from the steel and plastic foy business increased
by 33.8% to HK$58.6 million when compared with last year
and accounted for 5.6% of the Group’s total turnover.
During the year, the Group invested in C & H HK Corp., Ltd.
and J.Y. Plasteel (Suzhou) Co., Ltd. to acquire the
tfrademarks “Great”, “Far Great”, the right and machineries
to manufacture and distribute tricycles, bicycles, scooters,
infant carts, inline skates, etc. under these brands. J.Y.
Plasteel (Suzhou) Co., Ltd. will build a new plant, which will
cost US$4 million in capital investment including machinery,
in Taicang city, Jiangsu province, to expand the steel and
plastic toy product mix. These new subsidiaries would
engage in manufacturing and distribution of steel and
plastic toys under the character products of world-leading
brands, and enables the Group to get access to the

domestic PRC market and earn Renminbi revenue.
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Market Analysis

During the year, North American remained the largest
market of the Group, accounting for 46.0% of the Group’s
total turnover. Even though the US economy was affected
by dampened consumption sentiment as a result of rising
oil price and hurricanes devastation, the US market was
resilient and only experienced a mild decrease in sales.
Japan, the Group’s second-largest market, confributed
31.1% of the total turnover. The Group continued to launch
ODM products under the "CALTOY” brand in this market,
where non-character toys were well received. The reduced
sales to the Japan market was anticipated as the Group
had been rationalizing its clientele by trimming the numbers

of low margin customers or orders.

Benefited from the increasing orders of the OEM customer,
IKEA, the Group enjoyed remarkable business growth in the
Europe market. The proportion of furnover contribution from
the Europe market increased to 16.0% of the Group’s

turnover for the year.
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Operational Analysis

Fluctuation in oil price during the year adversely affected
material costs, which pushed up production cosfs.
However, capitalising on its leading industry position, the
Group was able to obtain better prices for bulk purchase
of raw materials. In view of greater market demand for
polyester as raw materials for toys, the Group has
established its own polyester production line to secure

steady supply of this staple raw material at a lower cost.

In the coastal cities of the PRC, labour shortages persisted
and the official minimum wage rose over 20% during the
year. Even though the wage offered by the Group was
higher than the minimum level, it still had to shoulder cost
pressure with other factories raising their wages to attract
workers. In view of this, the Group planned to shift part of
its production facilities to inland PRC where the wage level
was lower. Moreover, to lessen reliance on manpower, the
Group has been automating its manufacturing processes
by engaging state-of-the-art equipment as much as

feasible.

In Vietnam, the pioneer plant was in full operation in July
2005 and the larger plant commenced operation in
September 2005. These two new plants fogether handled
orders worth over US$4.2 million during the year. Fully
utilized, the two plants will be able to produce US$7 million

worth of products each year. Moreover, expansion of the
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existing plant in Shuyang. Jiangsu province was completed
ahead of schedule and the Group’s production capacity
was boosted up by 6.5%. The new facilities, especially those
in Vietnam, have not only helped to mitigate the persistent
labour shortage problem, but also lowered production risk
of the Group from relying on China as a single production
base and the continuing appreciation of the Renminbi.
During the year, the average ufilization rate of the Group’s

production facilities bounded back to above 80%.

PROSPECTS

The toy industry will stay very competitive in the coming
years as the trends of hiking raw material costs and
increasing labour costs in the coastal areas in the PRC are
likely to persist. Confinuous pressure on margins is
anticipated for the next couple of years. However, the
difficult operational environment has sparked consolidation
of the toy industry, which will result in the ousting of small
players leaving the most scalable players, including the
Company. In the long run, the Group is set to enjoy better
margins and will have yet stronger bargaining power in

negotiating with customers and suppliers.
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Looking ahead, the Group will continue to reinforce,
reorganise and restructure its business to fortify its
operational foundation and enhance profitability.
Reassessment of customer mix will continue. Besides easing
out low margin customers, the Group will explore business
opportunities with retained large customers. More emphasis
will also be put on R&D with the aim of enriching the
Group’s product mix and to develop innovative products
with higher margins. The Group will also streamline and
relocate certain operations to enhance cost-effectiveness.
It is expected that the positive results of these initiatives will

be reflected in the Group’s results in the coming year.

While continuing to focus on its major plush stuffed foys
business, the Group will exploit every opportunity for its steel
and plastic foy business. Riding on the “Great” and “Far
Great” brands acquired and the Group’s new plant in
Taicang, the Group will be able to take up orders from
existing Far Great customers and add more new product
lines designed by the Group’s strong feam of product
designers to boost its business growth. Moreover, the
acquired distribution network can provide the Group a
platform to enlarge its customer base in existing markets as
well as explore new markets, such as the PRC. As
scheduled, the new plant in Taicang will be completed by
the end of April 2006 and is expected to be full operational
in August. This new plant together with additional new

machineries will cost about US$4 million, which will be
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funded by its internal resource and bank borrowing. The
plant will manufacture OEM products and products under
the “Great” and “Far Great” brands with anticipated

annual sales over US$15 million.

The Group will continue to relocate its production facilities
inland in the coming year. New plants in Mingguang and
Chaohu of Auhui province and in Beiliu of Guangxi
province were set up early this year, which will boost its
production capacity by 30% when they are in full operation.
At the same time, 200 more sewing machines will be
shipped to Vietnam in the first half of 2006. The Vietham
plants will be able to support sales up to US$7 million a
year. The expanded capacity will provide the Group a
significant edge fo capture more business opportunities in

future.
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Mr. Kyoo Yoon Choi, aged 57, is the Chairman and
Executive Director of the Company and the founder of the
Group. He studied at Seoul National University in Korea
between 1968 and 1972 and graduated with a bachelor’s
degree in engineering. Prior to sefting up the Group in
Korea in 1984, Mr. Choi had over eight years of experience
in the plush toy business at Daewoo Corporation, which
was one of the leading conglomerates in Korea at the time.
Mr. Choi is responsible for the strategic planning and overall

business development of the Group.

Mr. Chul Hong Min, aged 50, was the President and the
Chief Executive Officer of the Company and was
responsible for the daily operation of the Group. Mr. Min’s
experience in the plush toy business also started in 1978 at
Daewoo Corporation, one of the leading conglomerates
in Korea at the fime. He was the youngest General
Manager within Daewoo Corporation with proven
experience in management. Mr. Min also served as the
Chief Executive Officer of a prestigious toy company,
Prestige Toy Corp, which was a wholly-owned subsidiary of
Daewoo Corporation for four years. He joined the Group in
1990 as the Managing Director and the President of Dream
International USA. He was the President of the Company,
JY International and Dream International USA. Mr. Min

resigned from the Group on 31 December 2005.

Mrs. Shin Hee Cha, aged 51, was appointed as an
Executive Director of the Company on 24 January 2006
and has been acting as the Vice President of Dream INKO.
She joined C & H Co., Ltd. on 1 April 1984 and has been in
charge of the sales and marketing function. Mrs. Cha
graduated from the Inha University in South Korea, with a
bachelor degree of social education in 1980. Prior to joining
C & H Co., Ltd., Mrs. Cha was a general manager in
Determined Productions, Inc. in South Korea for four years,
which was engaged in toys trading business. She is the

younger sister-in-law of Mr. Kyoo Yoon Choi.
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Mr. Young M. Lee, aged 50, is the Executive Managing
Director and the Chief Financial Officer of the Company.
Mr. Lee has 20 years of working experience in US in the
areas of accounting and finance such as public
accounting, consulting to financial institutions, mergers and
acquisitions, corporate controllership and investment
banking. Prior to joining the Group in May 2001, Mr. Lee
was the Managing Director of Kohap (Hong Kong) Ltd.,
which is the trading and financing arm of a Korean
conglomerate, Kohap Ltd.. He is responsible for the overall
financial management, strategic and business planning of

the Group.

Mr. Tae Sub Choi, aged 51, was appointed as an Executive
Director of the Company on 8 April 2003. He is also the
Vice President and the Chief Operation Officer of the
Company. Mr. Choi graduated from Seoul National
University in Korea with a bachelor degree in German
Language and Literature in 1979. Prior to joining the Group
in Korea in 1994, Mr. Choi acquired 19 years of profound
experience in the area of product development at
Daewoo Corporation, which was one of the leading
conglomerates in Korea atf the time. He first joined the C &
H Co., Ltd. in the sales department. Mr. Choi was
subsequently promoted and was in-charge of J.Y. Toys Co.,
Limited in PRC for 2 years and C & H Lanka (PVT) Co., Ltd.
in Sri Lanka for 6 years. He is currently the Vice-President
and authorized representative of C & H Toys (Suzhou) Co.,
Ltd. and Jung Yoon Toys (Shanghai) Co., Limited in Suzhou

and Shanghai region of PRC.

Mr. James Wang, aged 44, is the Managing Director of
Dream International USA. He joined Dream International
USA on 1 July 1991 and has been in charge of the Group’s
marketing function in the US. Mr. Wang graduated from
the University of California, Los Angeles, with a bachelor
degree in business administration in 1986. Prior to joining
the Group, Mr. Wang had extensive experience in the fields
of logistics and trading from his previous employments with
Trans-union Line, KAL Trading Co. and Daewoo America
Corp. He was appointed as an Executive Director on 1
April 2005.
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Mr. Valiant, Kin Piu Cheung, aged 60, was a partner atf
KPMG, a leading international accounting firm in Hong
Kong. Mr. Cheung has extensive experience in assurance
and corporate finance work, particularly on trading and
manufacturing corporations in Hong Kong and the PRC,
and has assisted a number of companies in obtaining a
listing on stock exchanges in Hong Kong, the PRC,
Singapore and the US. In addition, he has provided
financial advisory and due diligence services to foreign
investors on investments in the PRC. Mr. Cheung is a fellow
member of the Institute of Chartered Accountants in
England and Wales and the Hong Kong Institute of Certified
Public Accountants. He was appointed as the Company’s

Independent Non-executive Director on 22 October 2001.

Professor Cheong Heon Yi, aged 41, received his bachelor’s
degree and a master’s degree in business administration
fromn Seoul National University in Korea. Professor Yi was
also awarded a philosophy of doctorate degree in
accounting in 1997 from the University of California, Los
Angeles. Professor Yi has faught at the University of
California, Los Angeles for a year before joining the Hong
Kong Polytechnic University in 1997. Professor Yi's research
interests include financial reporting and corporate
governance. His teaching focuses on financial accounting
at the undergraduate level and financial reporting and
corporate governance at the postgraduate level. He was
appointed as the Company’s Independent Non-Executive

Director on 22 November, 2003.
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Dr. Chan Yoo, aged 41, graduated from Massachusetts
Institute of Technology ("MIT”), Cambridge, MA, U.S. with a
bachelor degree in Electrical Engineering and Computer
Science in 1989. He obtained his master degree in Nuclear
Engineering from MIT in 1991. He was conferred his PhD in
Nuclear Engineering from MIT in 1995. Dr. Yoo gained over
four years consulting experience from an international
consultancy firm McKinsey & Company, Inc., Chicago
office in U.S. and Seoul office in Korea. In the year 2000, Dr.
Yoo set up McQs, incorporated in Seoul, Korea to provide
business consulting services for Korean manufacturing
companies to achieve world-class operatfional excellence
and has been the Chief Executive Officer of the company
since then. He was appointed as an independent non-

executive director with effect from 30 September 2004.

Mr. Yong Kook Kim, aged 57, is the Vice-president of J.V.
Toys Co., Limited (*J Y Toys”). He joined the Group on 1
June 1987 and is in charge of the day-to-day operation

and management of JY Toys.

Mr. Man Jin Cho, aged 64, is the Executive Managing
Director of C & H Suzhou. He has extensive experience in
the field of acrylic knitted fabric manufacturing. He joined
the Group on 1 May 1997 and helped the Group in
establishing C & H Plush in the same year tfo expand into
acrylic knitted fabric business. Mr. Cho is now responsible
for the production operation of acrylic knitted fabric and

developing materials for plush toys.

Mr. Dong Wook Cha, aged 45, is the Head of accounting
and administration department of the Company. Mr. Cha
has over seven years of experience in the field of
accounting from his employments with Dongkook Trading
Co. and Hyundai Heavy Industrial Co., Ltd. He joined C & H
Korea on 1 February 1986 and has been working in the
accounting and administration department of the Group
since 1996.
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Mr. Wilson W. S. Wong, aged 41, is a fellow member of the
Hong Kong Institute of Chartered Secretaries, the Institute
of Chartered Secretaries and Administrators, the Hong Kong
Institute of Certified Public Accountants and the Association
of Chartered Certified Accountants. Mr. Wong obtained
his master degree in professional accountancy from the
Polytechnic University of Hong Kong in 2002. He joined the
Group on 20 September 2001.
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The directors submit herewith their annual report together
with the audited financial statements for the year ended
31 December 2005.

Dream International Limited (“the company”) is a company
incorporated and domiciled in Hong Kong and has ifs
registered office and principal place of business at 8/F.,
Tower 5, China Hong Kong City, 33 Canton Road,

Tsimshatsui, Kowloon, Hong Kong.

The principal activities of the company are the design,
development, manufacturing and sale of plush stuffed and
steel and plastic toys and investment holding. The principal
activities and other particulars of the subsidiaries are set

out in note 16 to the financial statements.

The analysis of the principal activities and geographical
locations of the operations of the company and its
subsidiaries (“the group”) during the financial year are set

out in note 12 to the financial statements.

The information in respect of the group’s sales and
purchases attributable to the major customers and suppliers

respectively during the financial year is as follows:

The largest customer BREP

Five largest customers in aggregate ARKEF B
The largest supplier B AHER
Five largest suppliers in aggregate K FE 7 48 AN
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71.0%
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18.9%



At no fime during the year have the directors, their
associates or any shareholder of the company (which to
the knowledge of the directors owns more than 5% of the
company’s share capital) had any interest in these major

customers and suppliers.

The loss of the group for the year ended 31 December
2005 and the state of the company’s and the group’s
affairs as at that date are set out in the financial statements

on pages 54 to 183.

Loss attributable to shareholders, before dividends, of
HKS$36,470,000 (2004 (restated): Profit of HK$49,051,000) has
been fransferred to reserves. Other movements in reserves

are set out in note 28 to the financial statements.

No interim dividend (2004: 3.0 HK cents per share) was
declared and paid in 2005. The directors did not
recommend a final dividend (2004: 6.0 HK cents) in respect

of the year ended 31 December 2005.

Details of the movements in fixed assets are set out in note

13 to the financial statements.

Details of the movements in share capital of the company
during the year are set out in nofte 28(c) to the financial
statements. Shares were issued during the year on exercise

of share options.

There were no purchases, sales or redemptions of the
company’s shares by the company or any of its subsidiaries

during the year.
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The directors during the financial year were:

Chairman and executive director

Kyoo Yoon Choi

Executive directors
Tae Sub Choi
Young M. Lee
James Wang
(appointed on 1 April 2005)
Chul Hong Min
(resigned on 31 December 2005)

Independent non-executive directors
Valiant, Kin Piu Cheung

Cheong Heon Yi

Chan Yoo

Mrs. Shin Hee Cha was appointed as an executive director

affer the end of financial year on 24 January 2006.

Mr. Young M. Lee, Mr. Valiant, Kin Piu Cheung and Professor
Cheong Heon Yi together with Mrs. Shin Hee Cha will retire
at the forthcoming annual general meeting in accordance
with articles 101 and 92 respectively of the company’s
arficles of association and, being eligible, offer themselves

for re-election.

The service contract of Mr. Valiant, Kin Piu Cheung, the
independent non-executive director, was renewed by the
board of directors on 22 October 2005 for a term of 2 years

commencing on 22 October 2005.

The service contract of Professor Cheong H. Yi, the
independent non-executive director, was renewed by the
board of directors on 22 November 2005 for a term of 2

years commencing on 22 November 2005.

Mr. Chan Yoo, the independent non-executive director, was
appointed by the board of directors on 20 September 2004

for a term of 2 years commencing on 30 September 2004.

Their remuneration is determined by the board of directors

on the anniversary of the dates of their appointments.
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No director proposed for re-election at the forthcoming
annual general meeting has an unexpired service contfract
which is not determinable by the company or any of its
subsidiaries within one year without payment of

compensation, other than normal statutory obligations.

The directors and chief executive of the company who
held office at 31 December 2005 had the following interests
in the shares of the company, its holding company,
subsidiaries and other associated corporations (within the
meaning of the Securities and Futures Ordinance (the
“SFO™)) at that date as recorded in the register of directors’
and chief executive’s interests required to be kept by the
company under section 352 of the SFO or notified to the
company and The Stock Exchange of Hong Kong Limited
(the “SEHK") pursuant tfo the Model Code for Securities

Transactions by Directors of Listed Issuers:
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Y E E AL AR R S AR R A R ET
YR—FATAENTERE (—REEER
RN BB R TR 8 R R fEim RS &
# o

BRAGEFNHERD)FIG2 GRAEBTFZ

EERBERTHRABER AR ERLMER
R HARRREBRBAXHMERAR
(BB RECEMETAESE
TEFRHZBETIDEBZEBA R
TERRFT A=+ -REEARAE
ERESTHRABBRBZALRZBHES
RRE - HERQGE - WEQR REME
BOEE (AN A GEF LB RG] Frla
ER)EHERMHOESDOT

(i) Interests in issued shares () RERITROZER
Ordinary shares of US$0.01 each
BREEOIZETZEEREE
Total Percentage
number of total
Personal Family Corporate Trustee  of shares issued
interests interests interests interests held shares
(Note 1)
e g
BE ROLEH
BARE FKEEE OLAEE THAERE ROLE Al
(Ftixn)
Beneficial Interests ~ BH X
The company b N
- Kyoo Yoon Choi -EER - - 455,000,000 - 455,000,000 68.06%
(Note 2)
(Htix2)
- Chul Hong Min X555 3,900,000 - - - 3,900,000 0.58%
(resigned on 31 (RZTZTHF
December 2005) +-A=1—H
BHT)
- Tae Sub Choi -ER% 585,000 - - - 585,000 0.09%
- Young M. Lee -k 1,740,000 - - - 1,740,000 0.26%
C &HCo., Ld C &HCo., Ld
- Kyoo Yoon Choi —EZR 189,917 124,073 - - 313,990 61.03%
(Note 3)
(Frax3)
- Chul Hong Min — Bk 14,212 - - - 14,212 2.76%
(resigned on 31 (R=ZZHF
December 2005) +-A=+—*H
BEAE)
- Tae Sub Choi -ERx¥ 5,685 - - - 5,685 1.10%



(i) Interests in issued shares (Continued)

(i)

Notes:

M

@

©)

The shares are registered under the names of the
directors and chief executive who are the beneficial

owners.

Kyoo Yoon Choi in his own name holds approximately
36.91% of the issued share capital of C & H Co., Ltd (*C
& H Korea”), together with his wife, Woul Hee Cha, hold
approximately 61.03% of the issued share capital of C &
H Korea which owned 382,850,000 shares in the
company. In addition, Kyoo Yoon Choi beneficially owns
100% of interest of Uni-Link Technology Limited which
owned 72,150,000 shares of the company.

The wife of Kyoo Yoon Choi, Woul Hee Cha, holds
approximately 24.12% of the issued share capital of C &

H Korea.

Interests in underlying shares

The directors and chief executive of the company

have been granted options under the company’s

share option scheme, details of which are set out in

the section “Share option scheme” below.

Apart from the foregoing, none of the directors and chief

executive of the company or any of their spouses or

children under eighteen years of age has interests or short

positions in the shares, underlying shares or debentures of

the company, and of its holding company, subsidiaries or

other associated corporations, as recorded in the register

required to be kept under section 352 of the SFO or as

otherwise noftified to the company pursuant to the Model

Code for Securities Transactions by Directors of Listed

Issuers.
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The company has a share option scheme which was
adopted on 22 January 2002 whereby the directors of the
company are authorised, at their discretion, to invite
employees of the group, including directors of any
company in the group, to take up options to subscribe for
shares of the company. The exercise price of the options is
the highest of (i) the nominal value of the shares, (ii) the
closing price of the shares on the SEHK on the date of
grant and (iii) the average closing price of the shares on
the SEHK for the five business days immediately preceding
the date of grant. The options may be exercised
progressively affer one to three years from the date of grant
and are exercisable for a period tfo be notified by the
directors to each option holder upon the grant of the
option. Such period will not exceed ten years from the date

on which the option is granted.

The maximum number of shares which may be issued upon
the exercise of all oufstanding options and yet fo be
exercised under the share option scheme shall not exceed
30% of the issued share capital of the company from fime
to time. Subject always to the above overall limit, the
directors may grant options under the share option scheme,
generally and without further authority, in respect of such
number of shares which may be issued upon exercise of all
options to be granted under the share option scheme not
exceeding 10% of the issued share capital of the company
as at 7 February 2002, being the date on which the
company’s shares were listed on the SEHK. For the purpose
of calculating the above, options lapsed in accordance

with the share option scheme shall not be counted.
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The total number of securities available for issue under the
share option scheme as at 31 December 2005 was
46,471,000 shares (including options for 22,631,000 shares
that have been granted but not yet lapsed or exercised)
which represented 6.95% of the issued share capital of the
company at 31 December 2005. In respect of the maximum
enfitlement of each participant under the scheme, the
number of securities issued and to be issued upon exercise
of the options granted to each participant in any 12-month
period is limited to 1% of the company’s ordinary shares in

issue.

As at 31 December 2005, the directors and employees of
the company had the following interests in options to
subscribe for shares of the company (market value per
share at 31 December 2005 was HK$0.58) granted at
nominal consideration under the share optfion scheme of
the company. The options are unlisted. Each option gives
the holder the right to subscribe for one ordinary share of

par value US$0.01 each of the company.
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Directors
£

Chul Hong Min (resigned on
31 December 2005)
REL(MZE3RE

tZRZT-BEf)

Young M. Lee
FhE

Tae Sub Choi

Jomes Wang
I

Employees in aggregote
8

No. of options
outstanding
as af

1 January
2005

H-281%
-R-H
Rig2

BREHE

2,600,000

1,560,000

1,365,000

520,000

5,461,000

455,000

11,650,000

23,611,000

No. of options
outstanding
as af

31 December
2005

RZB2E%
tzA=t-8
Rz
BREHA

2,600,000

1,360,000

1,365,000

520,000

4,681,000

455,000

11,650,000

22,631,000

Period during

which opfions

Date granted exercisable
(Note 1)

qfi§

RFEH BRERE

(Bat1)

7 February 2002 7 February 2003
ZERZECALA fo7February 2012
“33=F-f+AE

Z3-Z5ZA+H

7 February 2002 7 February 2003
ZESZEZALA fo7Febuary 2012
ZER-E-AtAE

Z3-Z5ZA+H

15 April 2003 15 April 2004
ZERRTIR o 15 April 2013
“FEMEMATRAZ
Z3-CERATERA

7 February 2002 7 February 2003
ZE5ZFZR4A fo7Febary 2012
ZE3-E-AtAE

“E-ZE-AtR

7 February 2002 7 February 2003
ZE5ZFZR4A fo7Febary 2012
Z33-E-f+AE

“E-_E-f+H

15 April 2003 15 April 2004

CERZEMATEE to 1 April 2013
EEMFNATIRE

Z3-CEmATEA

2 Jonuary 2004 2 Jonuary 2006
ZTEME-AZR  fo2January 2014
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No. of shares
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exercise of
options during
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*

being the weighted average closing price of the company’s
ordinary shares immediately before the dates on which the

options were granted or exercised, as applicable.

Notes:

M

@

©)

The maximum percentage of the share options which may be

exercised is determined in stages as follows:

On or after 1st year anniversary of the date of grant

R AR — B EE

On or after 2nd year anniversary of the date of grant
RE AR AFRHER

On or after 3rd year anniversary of the date of grant

EHBHR ZEFLER

Pursuant to the condition of the share option scheme, any
unexercised number of options granted to any employee will
lapse three months after the employee ceases employment

relationship with the company.

The options granted fo the directors are registered under the

names of the directors who are also the beneficial owners.

The life of the above granted share options is ten years

commencing on the date on which an option is granted in

accordance with the scheme.

The estimated fair value of the share options that were

granted after 7 November 2002 but which had not vested

on 1 January 2005 are recognised in the financial

statements over the relevant vesting periods according o
the HKFRS 2.

o ARAEBREXBRERDRITE
(AEMR) & B AT Z kP fE -
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Information on the accounting policy for share options
granted and the weighted average value per option is
provided in note 1(q)(iii) and note 26 to the financial

statements respectively.

Apart from the foregoing, at no time during the year was
the company, any of ifs holding company, subsidiaries or
fellow subsidiaries a party to any arrangement to enable
the director of the company or any of their spouses or
children under eighteen years of age to acquire benefits
by means of the acquisition of shares in or debenfures of

the company or any other body corporate.

As at 31 December 2005, the following substantial
shareholders’ interests were recorded in the register
required to be kept by the company under section 336 of
the SFO as holding 5% or more of the issued share capital

of the company:

IR TREEZEABRLSRBEREZ
INHE T 1918 53 51 B BT = 1 (o) i) B P 5
26 °

B EXFratE SN - NRAR] - AEFEER A
A WMEARXKRRANBRRAMERFERN
TS RART AR - BUEARRBEM
ESYRFEZEMEBRTARRTZTF
TR RERBE AR R R ST EAE B 2 B
HEREMER -

%

N_ZEERF+_A=+—H  FHITE
R O R SRR AR CGE 5 & 5

=z

ARACETRAT R BRI L #

A

Percentage

Ordinary of total

shares held  issued shares

mEE  hERBERd

Name 8 EBR ROBH
C &H Co., Ltd. C &H Co., Ltd. 382,850,000 57.27%
Uni-Link Technology Limited Uni-Link Technology Limited 72,150,000 10.79%
Kyoo Yoon Choi (Note 1) EER(HF) 455,000,000 68.06%
Arisaig Greater China Fund Arisaig Greater China Fund 45,318,000 6.78%
Arisaig Partners (Mauritius) Limited (Note 2) Arisaig Partners (Mauritius) Limited (4 ##2) 45,318,000 6.78%
Lindsay William Ernest Cooper (Note 3) Lindsay William Ernest Cooper ([ 3) 45,318,000 6.78%



Notes:
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Kyoo Yoon Choi, together with his wife, Woul Hee Cha, hold
approximately 61.03% of the issued share capital of C & H
Korea and Kyoo Yoon Choi beneficially owns 100% of the
issued share capital of Uni-Link Technology Limited. Kyoo Yoon
Choi is considered to have deemed intferests in the
455,000,000 ordinary shares as to approximately 68.06% of the

issued shares of the company.

Arisaig Partners (Mauritius) Limited is the fund manager of

Arisaig Greater China Fund.

Lindsay William Ernest Cooper is deemed interested through
his indirect 33.33% beneficial inferest in Arisaig Partners

(Mauritius) Limited.

Apart from the foregoing, no other interests required to be

recorded in the register kept under section 336 of the SFO

have been notified to the company.

Wit :

M

@

(©)

EERERNHAZFEABERAC&HE
B2 BgITIRAL61.03%  MEERE
% ¥ & Uni-Link Technology Limited &
BATIRA 2 100% & - EERWER BT
5455,000,000 g & i@AR - (AR AFE
TR 1) #968.06% ©

Arisaig Partners (Mauritius) Limited 4
Arisaig Greater China Fund 7 & ¢ £
}E o

Lindsay William Ernest Cooper # 13 4
% iE H 7 Arisaig Partners (Mauritius)
Limited z 33.33%H i & % 1 7 M % A 1

25 o

B EXCPratE SN - ADRHEEERM -
BRAALRBENRRBRARAREGES LB
B1%P) FE 336G EF < Bz K%

BX



Apart from the related party transactions as disclosed in
note 31 to the financial statements, no confract of
significance to which the company, any of its holding
company, subsidiaries or fellow subsidiaries was a party, in
which a director of the company had a material interest,
whether directly or indirectly, subsisted at the end of the

year or at any time during the year.

During the year ended 31 December 2005, C & H Korea
and its subsidiaries excluding the group ("C & H Korea
group”), as set out below, are principally engaged in the
business of ownership of a building in Seoul, a leather goods
and accessories agency, fabric and textile manufacturing
in Sri Lanka through its wholly owned subsidiary Jung Yoon
Textiles (Private) Limited, plastic sheet manufacturing in
Vietnam through its subsidiary KTl Corporation and
investment holding. Mr. Chul Hong Min, Mr. Tae Sub Choi
and Mr. Kyoo Yoon Choi are deemed to be interested in
these businesses some of which may compete with the
group’s businesses as they are shareholders of C & H Korea

and Mr. Kyoo Yoon Choi is also a director of C & H Korea.

%ﬁﬁ%ﬁ?fﬂ‘iiﬁﬁﬁﬁﬂlﬁﬁ?ﬁﬁ?éZF‘ﬂ%H“
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Bf & A AlJung Yoon Textiles (Private)
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BHEREMEEZEREEFAC & H 8
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Name of
company
AE BB

C & H Lanka
(PVT) Ltd.
"C &H

Lanka”)

Jung Yoon
Textiles
(Private) Ltd.
JY Textile”)

Nature of competing business
BEREENME

C & H Lanka is wholly owned subsidiary
of C & H Korea. The directors of C & H
Lanka are Mr. Kyoo Yoon Choi, Ms. Shin
Hee Cha, and Mr. Young Dae Noh.
C & H Lanka was engaged in the
manufacturing of plush stuffed toys in
Sri Lanka. C & H Lanka is undergoing
winding-up procedure and the local
court has appointed liquidators Mr. J.
David & M.S. Jayawickrama of MS SMJS

Associates as directors of the company.

C & H Lanka&C & HERl 2 2 & B R
A eC&HLlankazEEAEEMES
BREBRZLTREXKEE - C &H Lanka
RITEHRHEEMITAREER - C&H
LankalF#/TEREF - BB E LIRS
# AMS SMJS Associatesz J. Davidst 4
K M.S. Jayawickrama & R a2 EF

JY Textile is wholly owned subsidiary of
C & H Korea. The directors of JY Textile
are Mr. Kyoo Yoon Choi and Mr. Kyung
Soon Song. JY Textile is engaged in the

manufacturing and dyeing of fabrics.

JY Textile B5C & HEB > 2 BB QT -
JY TextleE EAEEMAEE R KT Z
oo JY Textileft ERER R R LB AR Z
Egra

Remarks
B

Pursuant to the Deed of Undertaking®,
C & H Lanka agreed not fo engage or
otherwise be involved in any business
which competes or is likely to compete
with the group’s business in any of the
regions that the group engages
business in. Its business was limited to
production of quota related plush
stuffed tfoys and orders that could not

be handled by the group.

BEEERZE" - C&HLankaR B T &£
AEBEEFEL EA—EEEEREE
A B AR S A AR T 2 %
o HEBRHRA L ERSRBEMATAN
RAEE KRN 2 TE -

JY Textile is engaged in manufacturing
of fabrics and dyeing of fabrics for local

customers in Sri Lanka.

JY Textilet ERIMTER R AL R P BEM
B R REMH 2 E -



Name of
company
AEBAR

Yujin Robot Co.,

Ltd. ("Yujin
Robot”)
(formerly
known as
Gina World
Co., Ltd.)

Yujin Robot Co.,

Ltd. ([Yujin
Robot])
(TaT 78
[Gina World
Co., Ltd.])

Nature of competing business
MEEBOME

Yujin Robot is listed on the Korea
Securities Dealers Automated Quotation
market in Korea. Affer the merger with
Yujin Robotics Co., Ltd in December 2005,
Gina World Co., Ltd. ("Gina World”) was
no longer a subsidiary of C & H Korea
and was renamed Yujin Robot. Yujin
Robot is owned as to 8.78% by C & H
Korea and 8.83% by Mr. Kyoo Yoon Choi.
The directors of Yujin Robot are Mr. Kyoo
Yoon Choi (resigned on 24 March 2006),
Mr. Kyung Chul Shin, Mr. Seong Ju Park,
Mr. Sang Hee Jung, Mr. Eui Tae Chang
(resigned on 27 March 2006) and Mrs.
Jeong Hye Han. Yujin Robot holds certain
rights to marketing and distribution of
character licensed toys products in Korea
and focuses on the marketing and
distribution of character licensed toy

products in the Korean market.

Gina Worldt Bl B A X 5 H B B ME R
HmHBE LR T AFE+ = A HEYyjin
Robotics Co., Ltd.& #f# + Gina World
Co., Ltd. ([Gina World] ) T~ B # % AC & H
BE 2B AR 54 AYyin Robot
Yujin Robot#iC & H 8 Bl # 5 8.78% « &%
Mo 4 5 8.83% ° Yujin Robotz # % A &
EMEE (R=TTRNFZA=-1+MAH
£) « BERSE A - FMENSEAE - BERE
£ BRELZT(RZZETEXF=-A=++t
A & {T) K Jeong Hye HanZ + - Yujin
RobotffEE THEHRERZH R D HAGE
AR AERMZ AR TEINERT
GHERSHACEINRHMAEM ¥
% o

Remarks
B

Gina World is a customer of the group

and its business is delineated
geographically with the group as it
focuses on marketing and distribution of
cerftain character licensed toy products
in Korea. After the merger, it will also
engage in designing, manufacturing
and marketing of domestic, industrial
and entertainment robots. Pursuant to
the Deed of Undertaking*, C & H Korea
agreed to procure Gina World to first
offer all customers’ orders for the
production of plush stuffed toys directly
or indirectly by it to the group on normal
commercial ferms affer arm’s length

negotiation.

GinaWorldAXA&EEEF » EEAREHAE
¥ REEMs T ESSE  WETNER

REHER D HETACERSFITAER °
REHE  EBUERMA - TR RIREEW
AZFE - HERDH - RIFARZE
C & HEE B [A B {2 £ Gina World & 5t #§ A~
BAERMARRIMEEEZEPATE
HNAREE > WiIR—REEERAFERE

L—
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The transactions with the above companies are set out in

the paragraph headed “Connected fransactions”.

* In relation to the listing of the company’s shares on the Main
Board of the SEHK, C & H Korea has entered into the Deed of
Undertaking in favour of the company to effect that for so
long as C & H Korea and its associates are beneficially
interested, directly or indirectly, whether individually or taken
together, in 30% or more of the issued capital of the company,
C & H Korea will not, and C & H Korea will procure that none
of its subsidiaries, other than the group, will engage or
otherwise be involved in any business which competes or is
likely to compete, either directly or indirectly, with any of the
restricted business in any of the regions in which the group
engages in and undertakes the restricted business (such
regions include the People’s Republic of China ("PRC”"),
Taiwan, Europe, the US and Japan). Such an undertaking shall

extend fo all subsidiaries of C & H Korea, except for the group.

The group raised approximately HK$175 million, net of
related expenses, from the new issue and placing of
162,500,000 new shares of the company at HK$1.2 per share
in February 2002. The company’s shares were successfully
listed on the SEHK on 7 February 2002. The directors have
been carefully looking for suitable opportunities and timing
tfo apply the net proceeds in line with the proposed
application as set out in the company’s prospectus dated
29 January 2002 and have no intention so far as to change

the ways of its usages.

The remaining net proceeds from the new issue and the
placing are currently placed on deposits with financial

institutions and/or licensed banks in Hong Kong.
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During the year, the group entered into the following
continuing connected fransactions with C & H Korea group
as defined in the Rules Governing the Listing of Securities
on the Main Board of the SEHK (“the Listing Rules”):

(1) The group sold plush stuffed toys and steel and plastic
toys to Yujin Robot (formerly Gina World), who in turn
sold those products to their ultimate customers. These
fransactions were enfered info on an arm’s length
basis and on tferms no less favorable to the group than

those available to independent third parties.

On 8 August 2005, the group entered into a sales and
purchase agreement with Yujin Robot in the ordinary
and usual course of business of the group which sets
out an annual sales cap of HK$14,000,000 for each of

the three years ending 31 December 2007.

During the year ended 31 December 2005, the amount
of sales to Yujin Robot while it was a connected person
amounted to HK$10,377,000 (2004: HKS$10,898,000).
Yujin Robot ceased to be a connected person on 2
December 2005 following the change in its ownership
as described in the section "Directors’ interests in

competing business” above.

AEBRFERN  BC &H#EHEEE
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On 26 October 2005, the group renewed its property
lease agreement with C & H Korea for Dream Inko
Co., Ltd ("Dream Inko")’s principal place of business
in Seoul, Korea. The property lease agreement is
renewable upon its expiry in July 2006. The terms of
the property lease agreement were agreed after
arm’s length negotiation by reference to enquiries
made with other landlords, tenants and real estate

agents in the proximity area.

During the year ended 31 December 2005, the rental
paid amounted to HK$7,038,000 (2004: HK$5,438,000).

The directors, including the independent non-executive

directors, of the company have reviewed the continuing

connected fransactions and confirmed that the continuing

connected fransactions were entered info:

®

(i

(iii)

in the ordinary and usual course of business;

either on normal commercial terms or, if there are not
sufficient comparable fransactions to judge whether
they are on normal commercial terms, on terms no
less favourable to the group than terms available to
or from (as appropriate) independent third parties;
and

in accordance with the relevant agreements
governing them on terms that are fair and reasonable
and in the inferests of the shareholders of the

company as a whole.

The company has issued press announcements in respect

of the above continuing connected fransactions regarding

sales to Yujin Robot and rental paid to C & H Korea on 26
November 2004, 8 August 2005 and 26 October 2005

respectively.
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The directors have requested the auditors of the Company
tfo perform certain agreed upon procedures on fthe
continuing connected transactions and have received a
letter from the auditors stating their findings that the

continuing connected fransactions:

() have received the approval of the Company’s board

of directors;

(i)  were in accordance with the pricing policies of the

Company;

(i) have been entered intfo in accordance with the
relevant agreements governing the continuing

connected fransactions; and

(iv) have not exceeded the relevant caps for the year
ended 31

Company’s previous press announcements.

December 2005, as sef out in the

Based on the information that is publicly available to the
company and within the knowledge of the directors of the
company as at the date of this annual report, the company
has maintained the prescribed public float under the Listing

Rules.

Particulars of bank loans and other borrowings of the
company and the group as at 31 December 2005 are set

out in note 24 to the financial statements.

A summary of the results and of the assets and liabilities of
the group for the last five financial years is set out on pages

184 to 186 of the annual report.
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The group parficipates in a defined benefit retirement plan

which covers the group’s Korean employees.

The group also operates a Mandatory Provident Fund
Scheme under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment Ordinance, and
participates in various defined contribution retirement plans
organised by the relevant authorities for its employees in
the PRC.

Particulars of these retirement schemes are set out in note

25 to the financial statements.

The company has received from each of the independent
non-executive directors an annual confirmation of
independence pursuant tfo Rule 3.13 of the Listing Rules
and considers all the independent non-executive directors

to be independent.

KPMG retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of KPMG
as auditors of the company is to be proposed at the

forthcoming Annual General Meeting.

By order of the board

Young M. Lee
Director
Hong Kong, 12 April 2006
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The board of directors of the Company (the “Board”)
believes that corporate governance is essential to the
sustainable success of the Company and trust that all
stakeholders of the Company can benefit from better
fransparency and accountability of a high standard of

corporafte governance.

With effect from 1 January 2005, the Company has applied
the principles and complied with code provisions 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”) of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).
except for certain deviations in respect of the service term
and rotation and re-election of directors. To ensure
compliance with the CG Code, the Board has undertaken
to review and propose the necessary amendments to the
provision of the Articles of Association of the Company to
bring the constitution of the Company in alignment with
certain provisions of the CG Code. Special resolution is
proposed in the coming annual general meeting of the
Company to amend the Articles of Association of the
Company so that (i) any director appointed to fill a casual
vacancy shall be subject to re-election by Shareholders af
the Company’s next following general meeting after the
appointment rather than the Company’s next following
annual general meeting after the appointment, (i) every
director shall be subject to retirement by rotation at least
once every three years and directors holding office as the
Chairman of the Board or the Managing Director shall also
be subject to retirement by rotation and (iii) the Company
may remove any Director by an ordinary resolution instead

of special resolution.

Save the abovementioned deviations, none of the directors
of the Company is aware of information that would
reasonably indicate the Company is not or was not for the
year under review, in compliance with the code provisions
set out in the CG Code.
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The Company has adopted the code of conduct regarding
directors’ securities fransactions as set out in the Model
Code for Securities Transactions by Directors of Listed Issuers
(the "Model Code”) of the Listing Rules. All the directors
have confirmed that they have complied with the required
standards as set out in the Model Code throughout the

year.

As at 31 December 2005, the Board consisted of five
executive directors, namely Mr.
(Chairman), Mr. Chul Hong Min (President and CEO), Mr.
Tae Sub Choi (Vice President and COO), Mr. Young M. Lee

(Executive Managing Director and CFO) and Mr. James

Kyoo Yoon Choi

Wang. and three independent non-executive directors
("INEDs") (collectively the “Directors”), namely Mr. Valiant
Kin Piu Cheung, Professor Cheong Heon Yi and Dr. Chan
Yoo. There is no financial, business, family or other material/
relevant relationship between the Directors. The principal
functions of the Board are to supervise the management
of the business and affairs; to approve the strategic plans,
investment and funding decision; to review the Group’s
financial performance and operative initiatives. The role of
INEDs is to bring an independent and objective view fo the
Board’s deliberations and decisions. Mr. Valiant Cheung
was a retired audit partner of KPMG and Professor Yi is
currently teaching financial accounting and corporate
governance in the Accountancy faculty of the Hong Kong
Polytechnic University. The Board considers either of them
has profound professional qualifications and expertise in
accounting and financial management in compliance with
the Rule 3.10 (2) of the Listing Rules. Dr. Yoo was a business
consultant with Mckinsey & Company, Inc. and is running
his own business consultancy in Korea providing world-class
operational excellence to manufacturing sector. The Board
considers they are of sufficient calibre and number for their
independent views to carry weight. The Company has
received from each of the INEDs, an annual confirmation
of his independence pursuant to Rule 3.13 of the Listing
Rules. The Company considers all of the INEDs are

independent.
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The Board will conduct meeting on a regular basis and on
an ad hoc basis so far as the business required. The Board
held a total of four board meetings during the year. The
INEDs may take independent professional advice at the
Company’s expense in carrying out ftheir functions. The
Board is supplied with relevant information by the senior
management pertaining to matters to be brought before
the Board for decision as well as reports relating to
operational and financial performance of the Group before
each regular board meeting. At least 14 days notice of a
regular board meeting is given o all directors to give them
the opportunity to attend. Board papers are dispatched to
the directors at least 3 days before the meeting to ensure
that they have sufficient time to review the papers and be

adequately prepared for the meeting.

Directors’ attendance at the Board meetings during the

year:

Name of director

Kyoo Yoon Choi (Chairman)
Chul Hong Min (resigned on 31 December 2005)
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Number of attendance
HESBRXE

EER (FE) 1/4
Batih (R=_FTAF+=HA=+—HFF) 3/4

Tae Sub Choi ERY 4/4
Young M. Lee KR 4/4
James Wang (appointed on 1 April 2005) TEX(R=ZZLEAFHA—HEZT) 3/4
Valiant, Kin Piu Cheung RER 4/4
Cheong Heon Vi FTHE 4/4
Chan Yoo wWe 4/4



The Board is responsible for determining the overall strategy
and approving the annual business plan of the Group, and
ensuring the business operations are properly planned,
authorised, undertaken and monitored. All policy matters
of the Group, material fransactions where there is conflict
of interests, considered as being nofifiable or connected
fransactions with meaning ascribed to by the Listing Rules
from time fo time should be reserved to the decision of the

Board.

The Board has delegated functions that are necessary and
incidence to carry out the decision of the Board or to
facilitate the day-to-day operation of the Group in ordinary
course of business to the executive management and
divisional heads of different business units under the
instruction/supervision of Chief Executive Officer, Chief
Financial Officer and Chief Operation Officer. The Board
and the management will also seek advice from the Audit
Committee and Remuneration Committfee. These
committees are mainly composed of and chaired by INEDs.
In case of urgency, executive management is empowered
to make any decisions in prompt response to the any
opportunities and threats that might arise from time to fime.
However, those emergency decisions or any other
exceptional decisions made by management should be
reported back to the Board for ratification as soon as

practical.

The three independent non-executive directors are persons
of high calibre, with academic and professional
qualifications in the fields of finance, accounting,
consulting and business management. With their
experience gained from senior positions held in other
companies, they provide valuable support tfowards the
effective discharge of the duties and responsibilities of the
Board. Each independent non-executive director gives an
annual confirmation of his independence to the Company,
and the Company considers these directors to be
independent under Rule 3.13 of the Listing Rules. These
three INEDs comprise the Audit and Remuneration

Committees formed by the Board.
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The post of Chairman and Chief Executive Officer ("CEO")
are separate and are not held by the same individual to
their
responsibility. The Chairman of the Board, Mr. Kyoo Yoon
Choi,

business development, overall leadership and effective

ensure independence, accountability and

is responsible formulating the strategic planning,

running of the Board, by ensuring that all key and
appropriate issues are discussed by the Board in a timely

and constructive manner.

Mr. Chul Hong Min, the CEO, supported by other chief
executives, is delegated with the authority and responsible
for running the Group’s business, and implementation of
the Group’s strategy in achieving the overall commercial
objectives. Upon the resignation of Mr. Min on 31 December
2005, the current duties of the CEO is temporarily shared
by other executive directors and key executives except
the Chairman until a suitable successor is found by the

Company.

The Company does not have a Nomination Committee.
The Board as a whole is responsible for the procedure of
agreeing to the appointment of its members and for
nominating appropriate person for election by shareholders
at the general meeting, either to fill a casual vacancy or

as an addition to the existing directors.

Those directors appointed by the Board during the year
shall hold office only until the next following general
meeting of the Company and shall then be eligible for re-
election. The circular dispatched to the shareholders before
the general meeting contains, inter alia, detailed
information on election of directors including detailed
biographies of all directors standing for election or re-
election to ensure shareholders fo make an informed

decision on their election.
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The Company has fixed the term of appointment for non-
executive directors. Moreover, they are also subject to
retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the

Articles of Association.

According to the Articles of Association, one-third of the
directors for the time being, or, if their number is not three
or a multiple of three, then the number nearest to but not
exceeding one-third, shall retire from office by rotation at
each annual general meeting. Moreover, the chairman of
the Board and/or managing director and/or joint managing
director and/or deputy managing director of the Company
shall not, whilst holding such office, be subject to retirement
by rotation or be taken info account in determining the
number of Directors to retire at each annual general
meeting. The above practice deviates from the provision
A.4.2 of the CG Code, which requires all directors
appointed to fill casual vacancy be subject to election by
shareholders at the first general meeting affer their
appointment, and every director, including those
appointed for a specific term, be subject to retirement by
rotation at least once every three years. Having reviewed
the relevant provision of Articles of Association, the Board
proposed to put forth a special resolution in the coming
annual general meeting of the Company to amend the
Articles of Association to comply with the said code

provision.
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The Remuneration Committee of the Company comprises
one executive director and three INEDs. The Remuneration
Committee was formed in January 2005 and meetings shall
be held at least once a year. One meeting was held in

2005. The attendance of each member is set out as follows:

Directors’ attendance at the Remuneration Committee

meetings during the year:

Name of director EENS

Chan Yoo (Chairman) me (xE)

Valiant, Kin Piu Cheung RERR
Cheong Heon Yi THE
Young M. Lee FKE

At the meeting held during the year, the overall pay trend
in Hong Kong of 2005 was reviewed and noted. The
Company has adopted a share option scheme on 22
January 2002, which serves as an incentive to aftract, retain
and motivate talented eligible staff, including the directors.
Details of the share option scheme are set out in note 26 to
the financial statements. The emolument payable to
directors will depend on their respective confractual terms
and natfure under employment confracts, if any, and as
recommended by the Remuneration Committee. Details of
the directors’ remuneration are set out in note 7 to the
financial statements. The major roles and functions of the

Group’s Remuneration Committee are as follows:

1. To review annually and recommend to the Board the
overall remuneration policy for the directors and key

senior management officers;

2. To review annually the performance of the executive
directors and key senior management officers and
recommend to the Board specific adjustments in

remuneration and/or reward payments;
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3. To ensure that the level of remuneration for Non-
executive Directors and INEDs are linked to their level
of responsibilities undertaken and contribution to the
effective functioning of the Board of the respective

companies in the Group; and

4. To ensure that no director is involved in deciding his

own remuneration.

The terms of reference of the Remuneration Committee

are posted on the Company’s website.

The Management provides such explanation and
information to the Board so as to enable the Board to make
an informed assessment of the financial and other

information put forward before the approval by the Board.

The Directors acknowledge their responsibility to oversee
the preparation of the financial statements for each
financial period, which give a true and fair view of the
state of affairs, operating results and cash flow of the Group
and the Company, and announcements to shareholders.
In preparing the financial statements for the year ended
2005,
appropriate accounting policies and have applied them

31 December the directors have selected
consistently, in accordance with all applicable Hong Kong
Financial Reporting Standards ("HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants, made
judgements and estimates that are prudent and
reasonable. The Board is not aware of any material
uncertainties relating to events or conditions that may cast
significant doubt upon the Group’s ability to contfinue as a
going concern, the Board therefore contfinues to adopt
the going concern approach in preparing the financial

statements.

The Board acknowledges its responsibility fo present a
balanced, clear and understandable assessment in the
Company’s annual and interim reports, other price-sensitive
announcement and other financial disclosures required

under the Listing Rules, and reports to the regulators.
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The Audit Committee of the Company comprises three
INEDs. The Audit Committee shall meet at least twice a
year. Three meetings were held during the year. Brief report
of the major findings raised in Audit Committee meeting
are presented by the Chairman of the Audit Committee to
the Board immediately in the subsequent Board meeting.
The minutes of the Audit Committee meetings were
circulated to the Board for noting and for action by the
Board where appropriate. Both the INEDs and external
auditors had also held a separate meeting without the
presence of the management. The executive director Mr.
Young M. Lee was invited to attend the meetings as the
chief financial officer. The aftendance of each member is

set out as follows:

Directors’ attendance at the Audit Committee meetings

during the year:

Name of director EEpE
Cheong Heon Yi (Chairman) FHE (EE)
Valiant, Kin Piu Cheung RERR

Chan Yoo e

Young M. Lee FKE

During the meetings held in 2005, the Audit Committee

had performed the following work:

() reviewed the inferim financial report for the six months
ended 30 June 2005 and annual financial report for
the year ended 31 December 2005;

(i) reviewed the major impact of the changes in
accounting policies and practices and Listing Rules
on the accounting treatment and financial reporting

of the Company;

(iiiy reviewed the effectiveness of infernal control system;
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(iv) discussed the nature and scope of the external audit
and reporting obligations and reviewed the external
auditors’ statutory audit plan;

(v) reviewed the findings and recommendations of the
management letter from the external auditors in
relation fo the interim review and annual audit of the
Group;

(vi) reviewed and recommended for approval by the
Board the 2005 audit scope, fee and supply of any
non-audit services; and

(vii) reviewed the connected transactions entered into by
the Group during the year.

The major roles and functions of the Audit Committee are
as follows:

1. To consider the appointment of the external auditors,
the audit fees, and any questions of resignation or
dismissal of the external auditors of the Group.

2. To discuss with the external auditors the nature and
scope of the audit.

3. Toreview the interim and annual financial statements
before submission to the Board.

4. To discuss problems and reservations arising from the
interim review and final audit, and any matters the

auditors may wish to discuss.

5. To review the external auditors” management letters
and management’s response.

6. To review the Group companies’ financial control,
internal control and risk management systems.

7. To consider the major findings of infernal investigations
and management’s response.

The terms of reference of the Audit Committee are posted
on the Company’s website.
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During the year under review, the remuneration paid to

the Company’s auditors, Messrs KPMG, is set out as follows:

BEFEAR  AARXNEZBMESHE
FHENEBAEB M T

Fees paid/payable

Service rendered 2R AR B e ENER
HKS 000
FET

Audit services (including review of ZER% (BEEH
interim financial report) FHAB R E) 3,772
Non-audit services i.e. taxation SEZ R (BN B 7%) 293
4,065

The Board recognises the importance of good
communications with all shareholders. The Company’s
annual general meeting is a valuable forum for the Board
to communicate directly with the shareholders. The
Chairman of the Board as well as Chairmen of the Audit
and Remuneration Committees together with the external
auditors are present to answer shareholders’ questions. An
annual general meeting circular is distributed to all
shareholders at least 21 days before the annual general
meeting. It sets out the procedures for demanding and
conducting a poll and other relevant information of the
proposed resolutions. The Chairman explains the
procedures for demanding and conducting a poll again
at the beginning of the annual general meeting and
(except where a poll is demanded) reveals how many
proxies for and against have been filed in respect of each
resolution. The results of the poll, if any, will be published in

the newspapers and on the Company’s website.

A key element of effective communication with
shareholders and investors is the prompt and timely
dissemination of information in relation to the Group. The
Company has announced all its price-sensitive information,
announcements, interim and annual results in a timely

manner in compliance with the Listing Rules.
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The management dedicated for investor relations received
interviews from and held meetings with equity research
analysts, fund managers, institutional shareholders and
potential investors from time to time during the year. The
Company also maintains an on-going dialogue with the
investing public via our bulletin board in the Company’s
official website so as to promptly address any causal

enquiries about the Company.

The Company informs the shareholders (in its circulars
convening a general meeting) the procedures for voting
by poll and the rights of shareholders to demand a poll to
ensure compliance with the requirements on the poll voting
procedures. In accordance to provision 73 of Articles of
Association of the Company, at any general meeting a
resolution put to the vote of the meeting shall be decided
on a show of hands, unless a poll is (before or on the
declaration of the result of the show of hands) demanded
by:

)] the chairman; or

i) atleast three shareholders present in person or by a
duly authorized corporate representative or by proxy

for the time being entitled to vote at the meeting; or

i) any shareholder or shareholders present in person or
by a duly authorized corporate representative or by
proxy and representing not less than one-tenth of the
total voting rights of all shareholders having the rights

to vote at the meeting; or

iv) a shareholder or shareholders present in person or by
a duly authorized corporate representative or by proxy
and holding shares in the Company conferring a right
fo vote at the meeting being shares on which an
aggregate sum has been paid up equal to not less
than one-tenth of the ftotal sum paid up on all the

shares conferring that right.
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The Company should count all proxy votes, and excepft
where a poll is required, the chairman of a meeting should
indicate tfo the meeting the level of proxies lodged on each
resolution, and the balance for and against the resolution,
affer it has been dealt with on a show of hands. The
Company should ensure that votes cast are properly

counfed and recorded.

The chairman of a meeting should af the commencement

of the meeting ensure that an explanation is provided of:

)] the procedure for demanding a poll by shareholders
before putting a resolution tfo the vote on a show of

hands; and

i) the detailed procedures for conducting a poll and
then answer any questions from shareholders

whenever voting by way of a poll is required.

ARBAFEAARERRZIEERE K
ERBFHARREEBREZERR - BIK
SXIFAANANGRBHERARRERREN
REBLZRBZRZEMMRE R - K
NAERARLESENGCERE -

REEFERNAEG RSB T 53R H AR

D BREREABFRARTAKREAMER
MIRETNETRRZEF &

i) ETERERRZFARFLEER
ABREFTANETRAREZEEREMN
AR 2 EAATHE R e



Auditors’ report to the shareholders of
Dream International Limited

(Incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 54 to
183 which have been prepared in accordance with

accounting principles generally accepted in Hong Kong.

The Hong Kong Companies Ordinance requires the
directors to prepare financial statements which give a tfrue
and fair view. In preparing financial statements which give
a frue and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently,
that judgements and estimates are made which are
prudent and reasonable and that the reasons for any
significant departure from applicable accounting standards

are stated.

It is our responsibility fo form an independent opinion,
based on our audit, on those financial statements and to
report our opinion solely to you, as a body, in accordance
with section 141 of the Hong Kong Companies Ordinance,
and for no other purpose. We do not assume responsibility
towards or accept liability fo any other person for the

contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institfute of
Certified Public Accountants. An audit includes
examination, on a test basis, of evidence relevant to the
amounts and disclosures 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 company’s and the group’s
circumstances, consistently applied and adequately

disclosed.
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We planned and performed our audit so as to obtain 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.

In our opinion, the financial statements give a tfrue and fair
view of the state of affairs of the company and of the
group as at 31 December 2005 and of the group’s loss and
cash flows for the year then ended and have been properly
prepared in accordance with the Hong Kong Companies

Ordinance.

KPMG
Certified Public Accountants
Hong Kong, 12 April 2006
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Turnover
Cost of sales

Gross profit

Goodwill amortisation
Other revenue

Other net loss

Selling and distribution costs
Administrative expenses

(Loss)/profit from operations

Finance costs

Share of profits less losses of
associates

(Loss)/profit before taxation
Income tax

(Loss)/profit for the year

Attributable to:
Equity shareholders of the company
Minority interests

(Loss)/profit for the year

Dividends payable to equity
shareholders of the company
attributable to the year:

Interim dividend declared and
paid during the year

Final dividend proposed after
the balance sheet date

(Loss)/earnings per share
Basic

Diluted

The notes on pages 64 to 183 form part of these financial

statements.
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Note
o3

3&12

5(a)

6(a)

9&28
28

28

2005 2004
—EERF —EENEFE
(restated)
(&%)
$°000 $°000
For For
1,040,444 1,158,107
(853,523) (867,628)
186,921 290,479
- (5,737)
8,322 18,300
(19,929) (13,659)
(45,602) (49,064)
(160,079) (177.,450)
(30,367) 62,869
(3,339) (830)
652 (142)
(33,054) 61,897
(3,416) (12,846)
(36,470) 49,051
(36,348) 49,051
(122) -
(36,470) 49,051
- 20,026
- 40,053
- 60,079
$(0.054) $0.073
$(0.054) $0.073
1835 H) I 5 &8 78 B 75 ¥ 2% Y



Non-current assets

Fixed assets

- Property, plant and
equipment

- Interests in leasehold land
held for own use under
operating leases

Construction in progress
Goodwill

Interest in associates
Other financial assets
Intangible assets
Deferred tax assets

Current assets

Inventories

Trade and other receivables
Deposits with bank

Cash and cash equivalents

Current liabilities
Trade and other payables
Bank loans and overdrafts
Current taxation

Net current assets

Total assets less current
liabilities carried forward

Note
it &
FRBEE
ElE&E
-n% BE
BL 13
—REEEEORHE
BRZAE T mER
ErIRg 14
HE 15
AUNSE - F 17
HtBBEE 18
B EE 19
ELHBEE 27(b)
RBEE
7B 20
EREFREMERR 21
BRITER

BERBeEED 22

REEE

EARREEBREMTR 23
RITEFRREX 24
KHHE 27(a)

RBEERE

AEEEAER
RBEHE

2005

—ZTRE

$°000 $°000

FI FIT

138,589

11,269

149,858

8,501

100,154

1,483

94,859

12,505

7,460

374,820
160,482
176,541
103,128
440,151
108,720
105,568
7,986
222,274

217,877

592,697

2004
TN
(restated)

(E751)

$°000 $°000

Fir Fir

105,349

10,229

115,578

4,864

90,559

809

88,022

12,180

5122

317,134
142,522
171,543
7,500
141,866
463,431
95,446
27,016
12,825
135,287

328,144

645,278



Total assets less current

liabilities brought forward

Non-current liabilities
Bank loans

Defined benefit retirement

obligation
Deferred tax liabilities
Ofther financial liabilities

Net assets

Capital and reserves
Share capital
Reserves

Total equity attributable
to equity shareholders

of the company

Minority interests

Total equity

Approved and authorised for issue by the board of directors

on 12 April 2006

Tae Sub CHOI

The notes on pages 64 to 183 form part of these financial

statements.

AHNEEAER

REFNBRAELE

Note
fit 3t

24

25(a)
27(b)

28(a)

2005
—ETRF

$°000 $°000

592,697

10,820
741
23,189

567,947

52,019
490,930

542,949

14,998

567,947

—EETWMF
(restated)

§°000
T

645,278

26,600

13,763
926

603,989

51,942

562,047

603,989

603,989

EFEN-TEAEMA T BRELH

FIEE -

Young M. LEE

FKE

Director

BE

FOARE183A MM FE B AR & H) —



Non-current assets

Fixed assetfs

Investments in subsidiaries
Interest in associates
Other financial assets

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Current liabilities
Trade and other payables
Bank loans and overdrafts
Current taxation

Net current assets

Total assets less current
liabilities

Non-current liabilities

Bank loans

Defined benefit retirement
obligation

Deferred tax liabilities

Ofther financial liabilities

Net assets
Capital and reserves
Share capital

Reserves

Total equity

FRBEE
BEEE

Nl 5
BRLARE
AthEBEE

RBEE

FE

JE YRR 7 L A R M
AERREEED

RBEME

e R R A R 3
RITEFEX

N

RBEERE

BEAGRER
BEE

FRBEHE
BITER
FE M &R
REE
BERKARE
At B R E

BEFE
BERfE
N

e
mED

Note
iy &%

SIS

23
24
27(a)

24

25(a)
27(b)

28(b)

Approved and authorised for issue by the board of directors &

on 12 April 2006

Tae Sub CHOI

Exg

Director

EFE

The notes on pages 64 to 183 form part of these financial

statements.

2005 2004
—ZTRE “TEMF
(restated)
(E351)
$°000 $°000 $000 $°000
T T T FT
24,141 22,684
304,244 284,962
1,248 1,248
93,036 85,288
422,669 394,182
63,832 65,820
115,968 94,850
26,621 92,587
_______ 206,421 283,257
88,822 114,840
58,353 11,400
7,877 10,171
_______ 165,052 136411
51,369 116,846
474,038 511,028
- 26,600
4,816 4,909
741 858
23,189 -
445,292 478,661
52,019 51,942
393,273 426,719
445,292 478,661
EER_TERFOATZBRAELT
N -
Young M. LEE
Tk
Director
EBEF
FOAE T 183E MM 51 B AN B T Mk B —
B e



Total equity at 1 January
attributable to equity
shareholders of the
company:

As previously reported

Prior period adjustments arising
from changes in accounting
policies

As restated, before opening
balance adjustments

Opening balance adjustments
arising from changes in
accounting policies

At 1 January, after prior period and
opening balance adjustments

Net income recognised directly in
equity:

Exchange differences on translation
of the financial statements of
overseas subsidiaries

Net (loss)/profit for the year:

- As previously reported

- Prior period adjustments arising
fromm changes in accounting
policies

- Neft (loss)/profit for the year
(2004: as restated)

Total recognised income and
expense for the year
(2004: as restated)

R—A-BALARR
FEfh AR

ANz

AR BE BT
BB EMREE

SR BB

B & B R B
BN ES B

R—A—-B(BHFEHBHE
HERBDERAR)

REZEEBRRIN
FUWA

BRE BN B DR A
WA ZIENZHE

REE (BB

I FEE

— N RT 2 ¥

— A g E R
mES/ BT
il RS

~KEE (BR) )
FE(-CETME -
E5))

FEECRABBRARMX
HE(CEETNE
ER 7))

Note
Bt i

28

28

28

28

28

28

2(a)(1)

2(a)()

28 &
2(a)®

2005 2004
—ZTTRF ZZETNF
(restated)
(E5)
$°000 $°000
Fr FT
604,546 595,277
(857) (547)
603,989 594,730
9,595 -
613,584 594,730
2,752 5,625
52,927
(3,876)
(36,470) 49,051
(33,718) 54,576




Attributable to: LA & 75 4G -
Equity shareholders of the company &R & %%
Minority interests LH R RER

Dividends declared or approved FRNE TR E HARE
during the year

Movements in equity arising from HEAQNARRETER

capital transactions with equity REGEECEZEE
shareholders of the company:
- Shares issued under share —IREERETE
option scheme EXhrd &)
- Equity settled share-based — AR &= A BARR 15
fransactions (2004: as restated) BEBRIZRS
(ZZEZTWF :
E D)

Movements in equity arising from kT ERENBAR

transactions between non-wholly HLOBBRRETRS
owned subsidiaries and the EEzEZEH:
minority shareholders:

- Capital contributions received —BRELEBREEE

from minority shareholders

Total equity at 31 December +-A=1+—BREZHE

Restatements of total recognised EEEXRRAARRK
income and expense for the year EHEeRRAWARBEX
attributable to equity shareholders % - BESI A FEE R
of the company, arising from FErTELENED
restatement of net profit
for the year

The notes on pages 64 to 183 form part of these financial
statements.

2005 2004
—TERF —EENEF
(restated)
(E31)
Note $°000 $°000
i % FiT Fr
(33,596) 54,576
(122) -
(33,718) 54,576
10 (40,111) (60,079)
28 1,157 10,896
28 &
2(a)() 1,915 3.866
3,072 14,762
15,120 -
557,947 603,989
$°000
Fr
(3,876)

D mf

o

FEOAEEE183ANM B AT B MR
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Operating activities
(Loss)/profit before taxation
Adjustments for:
- Amortisation of negative
goodwill
- Amortisation of positive
goodwill
- Amortisation of land lease
premium
- Share of profits less losses
of associates
- Depreciation
- Inferest income
- Interest expense
- Gain on disposal of associate
- Net gain on sale of property,
plant and equipment
- Loss on long-term
structured deposit contract
- Changes in fair value of
financial instruments
- Equity settled share-based
payment expenses
Foreign exchange loss

Operating profit before
changes in working
capital carried forward

Note
izt

SEED

BB (BE) 87
HEEE
—AEEAH

-LHE4H
—IwHEEERH

—EEBERT
it FR e
&
—MBYA
- MERX
- HEBERFNRE
-HENE  BERRE

YRR
- RREBAERAH

BR
-BHBIADAE
—EEX N ARS

AERNRHEX
BINE R B R
REEEESE9H
HEERR

2005

—ZTRE

$°000
T

(33,054)

163

(652)

21,495

(6,515)
3,339

(381)

3,700

11,530

1,915
2,623

$°000
T

2004

e ks

(restated)

$°000
T

61,897

1,591
7,328
95
142
17,571
(14,531
830
(259)
(293)

8,000

3,866
2,332

85,387

(E751)

$°000
Fr



Operating profit before
changes in working
capital brought forward

Decrease in amounts due
from fellow subsidiaries

Decrease in amounts due
from associates

(Increase)/decrease in
amount due from ultimate
holding company

Increase in amounts due to
fellow subsidiaries

Increase in amounts due fo
associates

(Decrease)/increase in
amount due tfo ultimate
holding company

Increase in inventories

Increase in frade debtors,
bills receivable, deposits
and prepayments

Increase/(decrease) in creditors

and accrued charges
Decrease in defined benefit
retirement obligation

Cash (used in)/generated
from operations carried
forward

Note
Hi &t
RAEBEESRHA
g R
EES)

AARER S
R E D ARA
W
BABRERAT
508 () /
W
BRAZHELT
B
BRABEAT
B

B BRERAT
RE (D) /
£

FEEN
R - ESE
# B2 REM
s
AR
BREN/ (D)
REHERAELE
W

FREREEB (FR)/
EEH
R

2005

—ZTRE

$°000
T

8,782

3,473

(1,254)

45

1,427

(686)
(17,960)

(15,999)

12,488

(2,943)

(8,464)

$°000
T

2004
—TEMEF
(restated)

(E751)
$°000
Fr

85,387

673

889

25

2,543

763

140
(14,905)

(16,674)

(14,434)

(310)

44,097

$°000
T



Cash (used in)/generated
from operations brought
forward

Tax paid

Hong Kong profits tax
paid

Taxation outside Hong Kong
paid

Net cash (used in)/from
operating activities

Investing activities

Interest received

Payment for purchase of
fixed assets

Payment for construction
in progress

Proceeds from sales of
fixed assets

Proceeds from disposal of
associate

Proceeds from sales of
investment securities

Maturity/(placement) of
fime deposits

Maturity of long-term bank
deposit

Placement of long-term bank
deposit

Net cash used in investing
activities

RASEER (FR/
EEH
B

EARA
BENEEMEH

EANESEE
IR

BEED(FA) /
FeREFE

REEH

ERF 8
BABEEENR

EEIRMR

HEBTEAEMS
A
HEBZRAME
A
HERERFME
HA

B8/ (g
EHER
HHRERTER

MERBROTER

REFBM#E
REeERE

Note
fit 3t

2005

—ZThE

$°000
T

(8,464)

(6,394)

(4,393)

6,515
(30,948)
(27,296)

652

7,500

81,627

(81,627)

$°000
T

(19,251)

43,577)

—%%

2004

ka2

(restated)

$°000
T

44,097

(1,587)

7.715)

14,531
(33,643)
(4,864)
433
1,170
873

(7,500)

(31,184)

(£51)

§°000
T

34,795

(60,184)



Financing activities

Dividends paid

Interest paid

New bank loans

Repayment of bank loans

Capital contributions from
minority shareholders

Proceeds from exercise of
share options under share

option scheme

Net cash from/(used in)

financing activities

Net decrease in cash and
cash equivalents

Cash and cash equivalents

At 1 January

Effect of foreign exchange
rates changes

Cash and cash equivalents
At 31 December

The notes on pages 64 to 183 form part of these financial

statements.

Note
Hi &t

BEED
ERERE
ERHE
MBRTER
BERTER
LPEBRLE
RBBREE
TR

5 3R

BEEDHE/ (FH)
REFR

RERREEEN
B BE

R-A-BHHRE
REEEEY

Exgaxg

R+=ZA=+-B#H
RERAEEEY 22

2005

—ZTRE

$°000 $°000

FI FIT
40,111
(3,339)
125,285
(80,573)
15,120
1,157

17,539

(45,289)

141,866

(604)

95,973

2004

—TEMEF
(restated)

$°000
T

(60,079)
(830)

53,616

(44,333)

10,896

(Z71)
$:000
Tr

(40,730)

(66,119)

205,185

2,800

141,866

FOARE183EMM EB AR B IMERA —

B -



(a) Statement of compliance

These financial statements have been prepared
in accordance with all applicable Hong Kong
Financial Reporting Standards ("HKFRSs”), which
collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards ("HKASs”) and
Interpretations issued by the Hong Kong Instfitute
of Certified Public Accountants ("HKICPA™),
accounting principles generally accepted in
Hong Kong and the requirements of the Hong
Kong Companies Ordinance. 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. A summary of the significant
accounting policies adopted by the group is set

out below.

The HKICPA has issued a number of new and
revised HKFRSs that are effective or available for
early adoption for accountfing periods beginning
on or affer 1 January 2005. Information on the
changes in accounting policies resulting from
initial application of these new and revised
HKFRSs for the current and prior accounting
periods reflected in these financial statements is

provided in note 2.

(b) Basis of preparation of the financial

statements

The consolidated financial statements for the year
ended 31 December 2005 comprise the company
and its subsidiaries (fogether referred to as the

“group”) and the group’s interest in associates.

(a)

(b)

18 5 2 B
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(b) Basis of preparation of the financial

statements (continued)

The consolidated financial statements are
presented in Hong Kong dollars, which is different
from the company’s functional currency of United
Stated dollars. The company has used Hong Kong
dollars as its presentation currency, in view of the
fact that the company’s shares are listed on The
Stock Exchange of Hong Kong Limited and that
the exchange rate of United States dollars and

Hong Kong dollars has been relatively stable.

The measurement basis used in the preparation
of the financial statements is the historical cost
basis except that the following assefts and
liabilities are stated at their fair value as explained

in the accounting policies set out below:

- financial instruments classified as available-

for-sale securities (see note 1(f)); and

- derivative financial instruments (see note

1.

The preparation of financial statements in
conformity with HKFRSs requires management to
make judgements, estimates and assumptions
that affect the application of policies and
reported amounts of assets, liabilities, income and
expenses. The estimates and associated
assumptions are based on historical experience
and various other factors that are believed to be
reasonable under the circumstances, the results
of which form the basis of making the judgements
about carrying values of assets and liabilities that
are not readily apparent from other sources.

Actual results may differ from these estimates.
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(b) Basis of preparation of the financial

statements (continued)

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting esftimates are recognised in the
period in which the estimate is revised if the
revision affects only that period, or in the period
of the revision and future periods if the revision

affects both current and future periods.

Judgements made by management in the
application of HKFRSs that have significant effect
on the financial statements and estimates with a
significant risk of material adjustment in the next

year are discussed in note 35.

(c) Subsidiaries and controlled entities

A subsidiary, in accordance with the Hong Kong
Companies Ordinance, is a company in which
the group, directly or indirectly, holds more than
half of the issued share capital or controls more
than half the voting power or controls the
composition of the 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

obtain benefits from their activities.

An investment in a confrolled subsidiary is
consolidated into the consolidated financial
statements from the date that confrol

commences until the date that control ceases.

(b)

(c)

MBERRNEREE @)
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(c) Subsidiaries and controlled entities

(Continued)

Intra-group balances and fransactions and any
unrealised profits arising from infra-group
fransactions are eliminated in full in preparing the
consolidated financial statements. Unrealised
losses resulting from infra-group transactions are
eliminated in the same way as unrealised gains
but only to the extent that there is no evidence

of impairment.

Minority interests at the balance sheet date,
being the portion of the net assets of subsidiaries
atftributable to equity interests that are not owned
by the company, whether directly or indirectly
through subsidiaries, are presented in the
consolidated balance sheet and statement of
changes in equity within equity, separately from
equity attributable tfo the equity shareholders of
the company. Minority interests in the results of
the group are presenfed on the face of the
consolidated income statement as an allocation
of the total profit or loss for the year between
minority interests and the equity shareholders of

the company.

Where losses applicable to the minority exceed
the minority’s interest in the equity of a subsidiary,
the excess, and any further losses applicable to
the minority, are charged against the group’s
interest except to the extent that the minority has
a binding obligation to, and is able to, make
additional investment to cover the losses. If the
subsidiary subsequently reports profits, the group’s
intferest is allocated all such profits unftil the
minority’s share of losses previously absorbed by

the group has been recovered.

(c) MBRARZEHEE
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(c) Subsidiaries and controlled entities

(Continued)

In the company’s balance sheet, an investment
in a subsidiary is stated at cost less impairment

losses (see note 1(k)).

(d) Associates

An associate is an entity in which the group or
company has significant influence, but not
control or joint control, over its management,
including participation in the financial and

operating policy decisions.

An investment in an associate is accounted for in
the consolidated financial statements under the
equity method and is initially recorded at cost
and adjusted thereafter for the post acquisition
change in the group’s share of the associate’s
net assets. The consolidated income statement
includes the group’s share of the post-acquisition,
post-tax results of the associates for the year,
including any impairment loss on goodwill relating
to the investment in associates recognised for the

year (see notes 1(e) and (k)).

When the group’s share of losses exceeds its
interest in the associate, the group’s inferest is
reduced to nil and recognition of further losses is
discontinued except to the extent that the group
has incurred legal or constructive obligations or
made payments on behalf of the associate. For
this purpose, the group’s interest in the associate
is the carrying amount of the investment under
the equity method together with the group’s
long-term interests that in substance form part of

the group’s net investment in the associate.
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(d) Associates (continuea)

Unrealised profits and losses resulting from
fransactions between the group and its
associates are eliminated to the extent of the
group’s inferest in the associate, except where
unrealised losses provide evidence of an
impairment of the asset transferred, in which case

they are recognised immediately in profit or loss.

In the company’s balance sheet, its investments
in associates are stated at cost less impairment

losses (see note 1(k)).

(e) Goodwill

Goodwill represents the excess of the cost of a
business combination or an investment in an
associate 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 (see note 1(k)). In respect of
associates, the carrying amount of goodwill is
included in the carrying amount of the interest in

the associate.

Any excess of the group’s interest in the net fair
value of the acquiree’s identifiable assefs,
liabilities and contingent liabilities over the cost
of a business combination or an investment in an
associate is recognised immediately in profit or

loss.

On disposal of a cash generating unit or an
associate during the year, any attributable
amount of purchased goodwill is included in the

calculation of the profit or loss on disposal.
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(f) Other investments in debt and

equity securities

The group’s and the company’s policies for
investments in debt and equity securities, other
than investments in subsidiaries and associates,

are as follows:

Non-current bank deposits are initially recognised
in the balance sheet at fair value plus fransaction
costs. Subsequently, they are stated in the
balance sheet at amortised cost less impairment

losses (see note 1(k)).

Investments in equity securities that do not have
a quoted market price in an active market and
whose fair value cannot be reliably measured are
recognised in the balance sheet at cost less

impairment losses (see note 1(k)).

Other investments in securities are classified as
available-for-sale securities and are initially
recognised at fair value plus fransaction costs. At
each balance sheet date the fair value is
remeasured, with any resultant gain or loss being
recognised directly in equity, except for
impairment losses (see note 1(k)) and, in the case
of monetary items such as debft securities, foreign
exchange gains and losses which are recognised
directly in profit or loss. Where these investments
are interest-bearing, interest calculated using the
effective interest method is recognised in profif
or loss. When these investments are
derecognised, the cumulative gain or loss
previously recognised directly in equity is

recognised in profit or loss.
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()

Other investments in debt and
equity securities (continued)

Investments are recognised/derecognised on the
date the group and/or the company commits to

purchase/sell the investments or they expire.

(9) Derivative financial instruments

(h)

Derivative financial instruments are recognised
initially at fair value. At each balance sheet date
the fair value is remeasured. The gain or loss on
remeasurement to fair value is charged

immediately to profit or loss.

Property, plant and equipment

Property, plant and equipment are stated in the
balance sheet at cost less accumulated

depreciation and impairment losses (see note

1(k)).

The cost of self-constructed items of property,
plant and equipment includes the cost of
materials, direct labour, the initial estimate, where
relevant, of the costs of dismantling and removing
the items and restoring the site on which they are
located, and an appropriate proportion of
production overheads and borrowing costs (see

note 1(v)).

Gains or losses arising from the retirement or
disposal of an item of property, plant and
equipment are determined as the difference
between the net disposal proceeds and the
carrying amount of the item and are recognised
in profit or loss on the date of retirement or

disposal.
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(h) Property, plant and equipment
(Continued)

Depreciation is calculated to write off the cost of
itfems of property, plant and equipment, less their
estimated residual value, if any, using the straight
line method over their estimated useful lives as
follows:

- Freehold land is not depreciated.

- Buildings situated on freehold land are
depreciated over their estimated useful lives,
being no more than 20 years after the date
of completion.

- Buildings situated on leasehold land are
depreciated over the shorter of the
unexpired term of lease and their estimated
useful lives, being no more than 20 years
after the date of completion.

- Leasehold Over the period

improvements of the lease
- Plant and machinery 5-10vyears
-  Office equipment, 5-10years

furniture and fixtures

Motor vehicles 3 - 10 vyears

Where parts of an item of property, plant and
equipment have different useful lives, the cost of
the item is allocated on a reasonable basis
between the parts and each part is depreciated
separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

(hy W% TXRERKRHE

(%)

FERREME TEEER
REEBWBEAIERFR -
B OB E E b Et REREE
(WAE)FHE - UM EA
ESCRUNNE

— KAFRELIMT GRS
.

- MROKAFRELHHET
mHEBEAATRER (8%
PR B 2R 5T T i i 204F )
HEFE -

- UREELHHETFTRE
CENEN X PSSR RN
FR(BZEKRAHESD
BB 20%F) M & P EE R
HEFE -

- HEWHE 12 7H 5

- IXEXER 5% 105

T

- WMRAERE 5% 10%
RAREE
KE

- A= 32104

EIEYE TERERRE
B & #B o B AR A R A
Hi - IR B S0 KRAER
BREBERSK  MEHHS
EERIFTE - BEMATAFR
REMBREE(WER) REF
TR e



(i) Intangible assets

()

Club memberships with indefinite useful lives are

stated in the balance sheet at cost less

accumulated impairment losses, and are tested

annually for impairment (see note 1(k)).

Leased assets

®

@in

Classification of assets leased to the group

Leases which do not transfer substantially all
the risks and rewards of ownership to the

group are classified as operating leases.

Operating lease charges

Where the group has the use of assets held
under operating leases, payments made
under the leases are charged to profit or loss
in equal instalments over the accounting
periods covered by the lease term, except
where an alternative basis is more
representative of the pattern of benefits to
be derived from the leased asset. Lease
incentives received are recognised in profit
or loss as an integral part of the aggregate
net lease payments made. Contingent
rentals are charged to profit or loss in the
accounting period in which they are

incurred.

The cost of acquiring land held under an
operating lease is amortised on a straight-

line basis over the period of the lease term.
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(k) Impairment of assets

U]

Impairment of investments in debt and

equity securities and other receivables

Investments in debt and equity securities and
other current and non-current receivables
that are stated at cost or amortised cost or
are classified as available-for-sale securities
are reviewed at each balance sheet date
to determine whether there is objective
evidence of impairment. If any such
evidence exists, any impairment loss is

determined and recognised as follows:

- For unquoted equity securities and
current receivables that are carried at
cost, the impairment loss is measured
as the difference between the carrying
amount of the financial asset and the
estimated future cash flows, discounted
at the current market rate of return for
a similar financial asset where the effect
of discounting is material. Impairment
losses for current receivables are
reversed if in a subsequent period the
amount of the impairment loss
decreases. Impairment losses for equity

securities are not reversed.

- For financial assets carried at amortised
cost, the impairment loss is measured
as the difference between the asset’s
carrying amount and the present value
of estimated future cash flows,
discounted at the financial asset’s
original effective interest rate (i.e. the
effective inferest rate computed at

initial recognition of these assets).
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(k) Impairment of assets (continued)

(i) Impairment of investments in debt and

equity securities and other receivables
(Continued)

If in a subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to
an event occurring affer the
impairment loss was recognised, the
impairment loss is reversed through
profit or loss. A reversal of an
impairment loss shall not result in the
asset’s carrying amount exceeding that
which would have been determined
had no impairment loss been

recognised in prior years.

For available-for-sale securities, the
cumulative loss that had been
recognised directly in equity is removed
from equity and is recognised in profit
or loss. The amount of the cumulative
loss that is recognised in profit or loss is
the difference between the acquisition
cost (net of any principal repayment
and amortisation) and current fair
value, less any impairment loss on that
asset previously recognised in profit or

loss.

Impairment losses recognised in profit or
loss in respect of available-for-sale
equity securities are not reversed
through profit or loss. Any subsequent
increase in the fair value of such assets

is recognised directly in equity.
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(k) Impairment of assets (continued)

U]

(i)

Impairment of investments in debt and
equity securities and other receivables
(Continued)

Impairment losses in respect of
available-for-sale debt securities are
reversed if the subsequent increase in
fair value can be objectively related to
an event occurring affer the
impairment loss was recognised.
Reversals of impairment losses in such
circumstances are recognised in profit

or loss.

Impairment of other assets

Internal and external sources of information
are reviewed at each balance sheet date
to identify indications that the following
assefs may be impaired or, except in the
case of goodwill, an impairment loss
previously recognised no longer exists or may

have decreased:

property, plant and equipment;

- pre-paid interests in leasehold land
classified as being held under an
operating lease;

- infangible assets;

- investments in subsidiaries and

associates; and

- goodwill.
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(k) Impairment of assets (continued)

(i)

Impairment of other assets (Continued)

If any such indication exists, the asset’s
recoverable amount is estimated. In
addition, for goodwill, intangible assets that
are not yet available for use and intangible
assets that have indefinite useful lives, the
recoverable amount is estimated annually
whether or not there is any indication of

impairment.

- Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its net selling price and
value in use. In assessing value in use,
the estimated future cash flows are
discounted to their present value using
a pre-tax discount rate that reflects
current market assessments of fime
value of money and the risks specific to
the asset. Where an asset does not
generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined
for the smallest group of assetfs that
generates cash inflows independently

(i.e. a cash-generating unit).
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(k) Impairment of assets (continued)

(i)

Impairment of other assets (Continued)

Recognition of impairment losses

An impairment loss is recognised in
profit or loss whenever the carrying
amount of an assetf, or the cash-
generating unit to which it belongs,
exceeds ifs recoverable amount.
Impairment losses recognised in respect
of cash-generating units are allocated
first to reduce the carrying amount of
any goodwill allocated to the cash-
generating unit (or group of units) and
then, to reduce the carrying amount of
the other assets in the unit (or group of
units) on a pro rata basis, except that
the carrying value of an asset will not
be reduced below its individual fair
value less costs to sell, or value in use, if

determinable.

Reversals of impairment losses

In respect of assets other than goodwill,
an impairment loss is reversed if there
has been a favourable change in the
estimates used to determine the
recoverable amount. An impairment loss

in respect of goodwill is not reversed.

A reversal of an impairment loss is
limited fo the asset’s carrying amount
that would have been determined had
no impairment loss been recognised in
prior years. Reversals of impairment
losses are credited to profit or loss in
the year in which the reversals are

recognised.
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() Inventories

Inventories are carried at the lower of cost and

net realisable value.

Cost is calculated using the weighted average
cost formula and comprises all costs of purchase,
costs of conversion and other costs incurred in
bringing the inventories to their present location

and condition.

Neft realisable value is the estimated selling price
in the ordinary course of business less the
estimated costs of completion and the estimated

costs necessary fo make the sale.

When inventories are sold, the carrying amount
of those inventories is recognised as an expense
in the period in which the related revenue is
recognised. The amount of any writfe-down of
inventories to net realisable value and all losses
of inventories are recognised as an expense in
the period the write-down or loss occurs. The
amount of any reversal of any write-down of
inventories is recognised as a reduction in the
amount of inventories recognised as an expense

in the period in which the reversal occurs.

(m)Trade and other receivables

Trade and other receivables are initially
recognised at fair value and thereafter stated at
amortised cost less impairment losses for bad and
doubtful debts (see note 1(k)), except where the
receivables are interest-free loans made to
related parties without any fixed repayment terms
or the effect of discounting would be immaterial.
In such cases, the receivables are stated at cost
less impairment losses for bad and doubftful debts
(see note 1(k)).
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(n) Interest-bearing borrowings

Interest-bearing borrowings are recognised
initially at fair value less attributable tfransaction
cosfs. Subsequent fo initial recognition, interest-
bearing borrowings are stated at amortised cost
with any difference between cost and
redemption value being recognised in profit or
loss over the period of the borrowings using the

effective inferest method.

(o) Trade and other payables

Trade and other payables are initially recognised
at fair value and thereafter stated at amortised
cost unless the effect of discounting would be

immaterial, in which case they are stated at cost.

(p) Cash and cash equivalents

For the purpose of presentation in the balance
sheet, cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible intfo
known amounts of cash and which are subject to
an insignificant risk of changes in value, having
been within three months of maturity from the
balance sheet date. For the purposes of the
consolidated cash flow statement, cash and cash
equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial
institutions, and shorf-term, highly liquid
investments that are readily convertible into
known amounts of cash and which are subject to
an insignificant risk of changes in value, having
been within three months of maturity at
acquisition. Bank overdrafts that are repayable on
demand and form an integral part of the group’s
cash management are also included as a
component of cash and cash equivalents for the

purpose of the consolidated cash flow statement.
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(g) Employee benefits

®

(i)

Short term employee benefits and
contributions to defined contribution

retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined confribution plans
and the cost of non-monetary benefits are
accrued in the year in which the associated
services are rendered by employees. Where
payment or settlement is deferred and the
effect would be material, these amounts are

stated at their present values.

Defined benefit retirement plan obligations

The group’s net obligation in respect of
defined benefit retirement plans is
calculated separately for each plan by
estimating the amount of future benefit that
employees have earned in return for their
service in the current and prior periods; that
benefit is discounted to determine the
present value and the fair value of any plan
assets is deducted. The discount rate is the
yield at the balance sheet date on high
quality corporate bonds that have maturity
dates approximating the terms of the
group’s obligations. The calculation is
performed by a qualified actuary using the

projected unit credit method.

When the benefits of a plan are improved,
the portion of the increased benefit relating
tfo past service by employees is recognised
as an expense in profit or loss on a straight-
line basis over the average period until the
benefits become vested. If the benefits vest
immediately, the expense is recognised

immediately in profit or loss.
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(q) Employee benefits (continuea)

(ii) Defined benefit retirement plan obligations

(Continued)

In calculating the group’s obligation in
respect of a plan, if any cumulative
unrecognised actuarial gain or loss exceeds
ten percent of the greater of the present
value of the defined benefit obligation and
the fair value of plan assets, that portion is
recognised in profit or loss over the expected
average remaining working lives of fthe
employees participating in the plan.
Otherwise, the actuarial gain or loss is not

recognised.

Where the calculation of the group’s net
obligation results in a negative amount, the
asset recognised is limited to the net total of
any cumulatfive unrecognised net actuarial
losses and past service costs and the present
value of any future refunds from the plan or

reductions in future contributions to the plan.
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(q) Employee benefits (continued)

(iii) Share-based payments

The fair value of share options granted fo
employees is recognised as an employee
cost with a corresponding increase in a
capital reserve within equity. In the
company’s financial statements, the fair
value of share options granted to employees
of subsidiaries is recognised as an increase
in investments in subsidiaries with a
corresponding increase in capital reserve.
The fair value is measured at grant date
using the binomial model, taking into
account the terms and conditions upon
which the optfions were granted. Where the
employees have to meet vesting conditions
before becoming unconditionally entitled to
the share options, the total estimated fair
value of the share opftions is spread over the
vesting period, taking info account the

probability that the options will vest.
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(q) Employee benefits (continuea)

(iii)

@iv)

Share-based payments (Confinued)

During the vesting period, the number of
share options that is expected to vest is
reviewed. Any adjustment to the cumulative
fair value recognised in prior years is
charged/credited to the profit or loss for the
year of the review, unless the original
employee expenses qualify for recognition
as an assetf, with a corresponding
adjustment to the capital reserve. On vesting
date, the amount recognised as an expense
is adjusted fo reflect the actual number of
share options that vest (with a corresponding
adjustment to the capital reserve) except
where forfeiture is only due to not achieving
vesting conditions that relate fo the market
price of the company’s shares. The equity
amount is recognised in the capital reserve
until either the option is exercised (when it is
fransferred to the share premium account)
or the option expires (when it is released

directly fo retained profits).

Termination benefits

Termination benefits are recognised when,
and only when, the group demonstrably
commits itself to terminate employment or
to provide benefits as a result of voluntary
redundancy by having a detailed formal
plan which is without realistic possibility of

withdrawal.
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() Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets
and liabilities are recognised in profit or loss
except to the extent that they relate to items
recognised directly in equity, in which case they

are recognised in equity.

Current tax is the expected tax payable on the
tfaxable income for the year, using fax rates
enacted or substantively enacted at the balance
sheet date, and any adjustment to tax payable

in respect of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax

losses and unused tax credits.
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(r) Income tax (continuead)

Apart from certain limited exceptions, all deferred
tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable
profits will be available against which the asset
can be utilised, are recognised. Future taxable
profits that may support the recognition of
deferred tax assets arising from deductible
temporary differences include those that will arise
from the reversal of existing taxable temporary
differences, provided those differences relate to
the same taxation authority and the same
taxable entity, and are expected to reverse either
in the same period as the expected reversal of
the deductible temporary difference or in periods
info which a tax loss arising from the deferred tax
asset can be carried back or forward. The same
criteria are adopted when determining whether
existing taxable temporary differences support
the recognition of deferred tax assets arising from
unused tfax losses and credits, that is, those
differences are taken into account if they relate
to the same taxation authority and the same
taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit

can be utilised.
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(r) Income tax (continuead)

The limited exceptions to recognition of deferred
tax assets and liabilities are those temporary
differences arising from goodwill not deductible
for tax purposes, the initial recognifion of assets
or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a
business combination), and temporary
differences relating to investments in subsidiaries
to the extent that, in the case of taxable
differences, the group controls the timing of the
reversal and it is probable that the differences
will not reverse in the foreseeable future, or in the
case of deductible differences, unless it is

probable that they will reverse in the future.

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or seftlement of the carrying amount
of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance
sheet date. Deferred tax assets and liabilities are

not discounted.

The carrying amount of a deferred tax asset is
reviewed at each balance sheet date and is
reduced fto the extent that it is no longer
probable that sufficient taxable profits will be
available to allow the related tax benefit to be
utilised. Any such reduction is reversed fto the
extent that it becomes probable that sufficient

taxable profits will be available.
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(r) Income tax (continuead)

Additional income taxes that arise from the
distribution of dividends are recognised when the
liability to pay the related dividends is recognised.
Current tax balances and deferred tax balances,
and movements therein, are presented
separately from each other and are not offseft.
Current tax assets are offset against current tax
liabilities, and deferred tax assets against
deferred tax liabilities, if the company or the
group has the legally enforceable right to set off
current tax assets against current tax liabilities and

the following additional conditions are met:

- in the case of current tax assets and
liabilities, the company or the group intends
either to settle on a net basis, or fo realise
the asset and setftle the liability

simultaneously; or

- in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority on

either:

- the same taxable entity; or

- different taxable entities, which, in each
future period in which significant
amounts of deferred tax liabilities or
assets are expected to be settled or
recovered, intend to realise the current
tax assets and seftle the current tax
liabilities on a net basis or realise and

setftle simultaneously.
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(s) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
fiming or amount when the group or the
company 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 seftle the obligation and a reliable
estimate can be made. Where the tfime value of
money is material, provisions are stated at the
present value of the expenditure expected fo

setftle the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contfingent 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 outflow of economic benefits is

remote.
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M

(u)

Revenue recognition

Provided it is probable that the economic
benefits will flow to the group and the revenue
and costs, if applicable, can be measured
reliably, revenue is recognised in profit or loss as

follows:

(i) Sale of goods

Revenue is recognised when goods are
delivered at the customers’ premises which
is taken to be the point in fime when the
customer has accepted the goods and the
related risks and rewards of ownership.
Revenue excludes value added tax or other
sales taxes and is after deduction of any

trade discounts.

(ii) Commission income

Commission income on sales referred to
manufacturers is recognised when the goods
are delivered by the manufacturers to the

ultimate customers.

(iii) Interest income

Interest income is recognised as it accrues

using the effective inferest method.

Translation of foreign currencies

Foreign currency transactions during the year are
franslated at the foreign exchange rates ruling at
the transaction dates. Monetary assets and
liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at
the balance sheet date. Exchange gains and

losses are recognised in profit or loss.
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(u) Translation of foreign currencies

(Continued)

Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign
currency are franslated using the foreign
exchange rates ruling at the transaction dates.
Non-monetary assets and liabilities denominated
in foreign currencies that are stated at fair value
are translated using the foreign exchange rates

ruling at the dates the fair value was determined.

The results of foreign operations are franslated
info Hong Kong dollars at the exchange rates
approximating the foreign exchange rates ruling
at the dates of the transactions. Balance sheet
items, including goodwill arising on consolidation
of foreign operations acquired on or affer 1
January 2005, are translated intfo Hong Kong
dollars at the foreign exchange rates ruling af
the balance sheet date. The resulting exchange
differences are recognised directly in a separate
component of equity. Goodwill arising on
consolidation of a foreign operatfion acquired
before 1 January 2005 is translated at the foreign
exchange rafte that applied at the date of

acquisition of the foreign operation.

On disposal of a foreign operation, the
cumulative amount of the exchange differences
recognised in equity which relate to that foreign
operation is included in the calculation of the

profit or loss on disposal.
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(v) Borrowing costs

Borrowing costs are expensed in profit or loss in
the period in which they are incurred, except to
the extent that they are capitalised as being
directly attributable to the acquisition,
construction or production of an asset which
necessarily tfakes a substantial period of time to

get ready for its infended use or sale.

The capitalisation of borrowing costs as part of
the cost of a qualifying asset commences when
expenditure for the asset is being incurred,
borrowing costs are being incurred and activities
that are necessary to prepare the asset for ifs
intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or
ceases when substantially all the activities
necessary to prepare the qualifying asset for its

intended use or sale are interrupted or complete.

(w) 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 conftrol 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 fo 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 benefit plans which are for the
benefit of employees of the group or of any entity

that is a related party of the group.
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(x) Segment reporting

A segment is a distinguishable component of the
group that is engaged either in providing
products or services (business segment), or in
providing products or services within a particular
economic environment (geographical segment),
which is subject to risks and rewards that are
different from those of other segments.

In accordance with the group’s internal financial
reporting system, the group has chosen business
segment informatfion as the primary reporfing
format and geographical segment information as
the secondary reporting format for the purposes
of these financial statements.

Segment revenue, expenses, results, assets and
liabilities include items directly affributable to a
segment as well as those that can be allocated
on a reasonable basis to that segment. For
example, segment assefs may include inventories,
frade receivables and property, plant and
equipment. Segment revenue, expenses, assets,
and liabilities are determined before infra-group
balances and intra-group transactions are
eliminated as part of the consolidation process,
except to the extent that such infra-group
balances and transactions are between group
entities within a single segment. Inter-segment
pricing is based on similar terms as those
available to other external parties.

Segment capital expenditure is the ftotal cost
incurred during the period to acquire segment
assets (both tangible and intangible) that are
expected to be used for more than one period.

Unallocated items mainly comprise financial and
corporate assets, inferest-bearing loans,
borrowings, tax balances, corporate and
financing expenses.
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The HKICPA has issued a number of new and revised
HKFRSs that are effective for accounting periods

beginning on or affer 1 January 2005.

The accounting policies of the group and/or company
after the adoption of these new and revised HKFRSs
have been summarised in note 1. The following sefts
out information on the significant changes in
accounting policies for the current and prior
accounting periods reflected in these financial

statements.

The group has not applied any new standard or
interpretation that is not yet effective for the current

accounting period (see note 36).

(a) Restatement of prior periods and
opening balances

The following tables disclose the adjustments that
have been made in accordance with the
transitional provisions of the respective HKFRSs to
each of the line items in the consolidated income
statement and balance sheet and the
company’s balance sheet and other significant
related disclosure items as previously reported for
the year ended 31 December 2004. The effects
of the changes in accounting policies on the
balances at 1 January 2004 and 2005 are

disclosed in note 28.
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(a) Restatement of prior periods and
opening balances (Continued)

®

Effect on the consolidated financial
statements

Consolidated income statement for the year
ended 31 December 2004

() LATHE R A EHRE
5 ()
() HoonBginy

BE_ZTNMFE+-_A=
T-HALFENGEEBER

=
2004 Effect of new policy
(as previously (decrease in profit for the year) 2004
reported) HKFRS 2 HKAS 17 Sub-total (as restated)
HBRNEE (EERARD)
“EEIME FEMBERE FEeit —EENF
(WA 2%  EREW EMFIIR Nt (E51)
(note 2(c))  (note 2(f))
(Hatoc)  (Ha2)
$°000 $'000 $'000 $°000 $'000
Fir Fir Fir Fir Fir
Turmnover ¥ 1,158,107 - - - 1,168,107
Cost of sales HEMA (867,628) - - - (867,628)
Gross profit £ 290,479 - - - 290,479
Goodwill amortisation HEEH (5,737) - - - (5,737)
Other revenue H iz 18,300 - - - 18,300
Other net loss EBEEE (13,659) - - - (13,659)
Selling and distribution costs HERDEMA (49,064) - - - (49,064)
Administrative expenses THER (173,584) (3,860) - (3,866) (177,450)
Profit from operations 4P 66,735 (3,866) - (3,866) 62,869
Finance costs BAMK (830) - - - (830)
Share of profits less b HEE AR
losses of associates i FR A8 (142) - - - (142)
Profit before taxation BR B A& R 65,763 (3,860) - (3,866) 61,897
Income tax e (12,836) - (10) (10) (12,846)
Profit attributable to equity NG
shareholders of the company FE 15 R 52,927 (3,866) (10) (3.876) 49,051
Earnings per share SREN
Basic E-4: $0.079 (0.006) - (0.006) §0.073
Diluted B $0.079 (0.0006) - (0.006) $0.073
Other significant disclosure items: HtEAKEEE :
Staff costs EIMA (243,432) (3,866) - (3,866) (247,298)
Depreciation e (17,666) - 95 95 (17,571)
Amortisation of TiEE
land lease premium REHH - - (95) (95) (95)



(a) Restatement of prior periods and
opening balances (Continued)

()

Effect on the consolidated financial
statements (Confinued)

Consolidated balance

December 2004

Non-current assets

Property, plant and equipment

Interests in leasehold land held for
own use under operating leases

Deferred tax assets

Investment securities

Intangible assefs

Other investments

Other non-current financial assefs

Long-term bank deposit

Other non-current assets

Current assets
Current liabilities

Net current assets

Total assets less
current liabilities

Non-current liabilities

NET ASSETS

CAPITAL AND RESERVES

Attributable to equity shareholders
of the company

Share capifal and share premium

Capital reserve

Revaluation reserve

Other reserves

Retained profits

(o) AATHIE R MAERE

5 )
() HetMBRENY
(&)

sheet at 31 RZEZNF+ A=+
—BNiGEEEEAER
2004 Effect of new policy
(as previously (increase/(decrease) in net assets) 2004
reported) HKFRS 2 HKAS 17 HKAS 32 Sub-total (as restated)
FHRRNYE BEFESEN/ (FD))
Z2EME REAMKEE E¥ - ¥ i 3 J1}:3
(A2H)  BFH EHFETE  EHERE i (E3)
(note 2(c))  (note 2(f))  (note 2(g))
(W) (W) (W)
§°000 $°000 §°000 $°000 $§°000 $°000
Fr Fr Fr Fr Fr Fr
FRBEE
n% - RERRE 116,279 - (10,930 - (10,930) 105,349
REFEBOBE
BRZHELIER - - 10,229 - 10,229 10,229
EEREEE 4978 - 144 - 144 5122
REES 12,180 - - (12,180) (12,180) -
BREE - - - 12,180 12,180 12,180
EnkE 2,734 - - (2,734) (2,734)
EknaiBiE - - - 88,022 88,022 88,022
RAFIER 85,288 - - (85,288) (85,288) -
EngeasE 96,232 - - - - 96,232
317,691 - (557) - (557) 317,134
RBEE 463,431 - - - - 463,431
RBEE 135,287 - - - - 135,287
RBEERE 328,144 - - - - 328,144
EEAE
ARBEE 645,835 - (557) - (557) 645,278
FRBEE 41,289 - - - - 41,289
EEFE 604,546 - (557) - (557) 603,989
ERRGEE
KARRRER
R R 7 A E 227,755 - - - - 227,755
ERGRE - 4,054 - - 4,054 4,084
B E 589 - (589) - (589) -
Eit e 20,686 - - 20,686
RE &R 355,516 (4,054) 32 - (4,022 351,494
604,546 - (557) - (557) 603,989




(a) Restatement of prior periods and

opening balances (Continued)

(i)

Effect on the company’s balance sheet

Balance sheet at 31 December 2004

Investments in subsidiaries
Other non-current assets
Net current assets

Total assets less current liabilities
Non-current liabilities

NET ASSETS

CAPITAL AND RESERVES

Share capital and share premium
Capital reserve

Retained profits
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RARKRG &E
N

RE R

() EY| LB RBAE
gk (&)

(i) BERLAFDEEABRNTE
R_ZETWFE+ A=+

—HWEEREX

Effect of

new policy

(increase/

(decrease)

2004 in net
(as previously assets) 2004
reported) HKFRS 2 (as restated)

MR

-2

(BE®

18 (48 hn)

S RD)

BEMK
—ETNE BEERN —ZEOF
(MATER) $2% (E5)

(note 2(c))

(i 5%2(c))
$°000 $°000 $°000
T Fr T
281,361 3,601 284,962
109,220 - 109,220
116,846 - 116,846
507,427 3,601 511,028
(82,367) - (32,367)
475,060 3,601 478,661
227,755 - 227,755
- 4,054 4,054
247,305 (453) 246,852

475,060 3,601 478,661




(b) Estimated effect of changes in

accounting policies on the current
period

The following ftables provide estimates of the
extent to which each of the line items in the
consolidated income statement and balance
sheet and the company’s balance sheet and
other significant related disclosure items for the
year ended 31 December 2005 is higher or lower
than it would have been had the previous
policies still been applied in the year, where it is

practicable to make such estimates.

(i) Effect on the consolidated financial

statements

Estimated effect on the consolidated
income statement for the year ended 31
December 2005:

(b) B BERESBE LB

HNEHEE

NTHREBRINGEAHEZTZT
AFE+ZA=+T—RHLFEZ
GAEERRREEBEBERERN
RAMEEBBRPESHEER
REMBEABEREEE 28
MR - ZEBHTRIZEBR
A Z & BUR DR R EHs
A UEERBRTAELZ
it o

() UHREHWERRNETE
HEE-_ZTTRF+_-A

=T -HLEFEHAER
RNFEHZE

Estimated effect of new policy
((increase)/decrease in loss for the year)
FBRENESYE (FEFB MM /HD)

HKAS 32
HKFRS 2 HKFRS 3 HKAS 17 & 39 Total

-y

FEUMBRE FRUKRE  BEEH EHHN
ERE2E  RBEIR EUFIR REWR Eh

(note 2(c)) (note 2(d))  (note 2(f)) (note 2(g))

(Mit2e) (M2 (W)  (Bit2g)
$°000 $°000 $°000 $°000 $°000
Fr Fr T F T
Other net loss HiERIE - - - (11,530) (11,530)
Administrative expenses THHZ (1,915) 5,737 - - 3,822
Loss before taxation BRBAESR (1,915) 5,737 - (11,530) (7,708)
Income tax FrE® - - (10) - (10)
Loss for the year FEFR (1,915) 5,737 (10) (11,530) (7.718)




(b) Estimated effect of changes in
accounting policies on the current
period (Continued)

®

Effect on the consolidated financial

statements (Continued)

Estimated effect on the consolidated

income statement for the year ended 31

December 2005:

Loss per share

Basic and diluted (note)

Other significant
disclosure items:
Staff costs
Amortisation of goodwill
Depreciation
Amortisation of land

lease premium

(b) B BERESBE LB

MEHEE @
() HGEEHBRRNEE
(4

HEBEE-_ZTZTAF+=A
—t+—HALtFEHFRAER
KMESEE

Estimated effect of new policy

((increase)/decrease in loss for the year)

FREXHALZE (FEHREM /R
HKAS 32
HKFRS 2 HKFRS 3 HKAS 17 & 39 Total
EAEs
EENBRE FRUBRE FHRER REAERR
ERIB2Y  EAHE EABUTR REIHR gt
(note 2(c)) (note 2(d))  (note 2(f)) (note 2(g))
(Hiit2(c)  (Wata)  (Wiam)  (FiE2g)
$°000 $°000 $°000 $°000 $000
T T T T T
SRER
HEAREE (W) $(0.0029)  $0.0086 - §(0.0173)  §(0.0116)
HtEX
HEEE
BIMA (1.915) - - - (1.915)
BEEH - 5,737 - - 5,737
FE - - (163) - (163)
THHEE
i (B B 3 - - 163 - 163

Note: Diluted loss per share for the year is the

same as the basic loss per share as the

potential ordinary shares outstanding during

the year were anti-dilutive.

Mt AERBREFGERBZR

EXER K WHREF
A& B & AR AR #E



(b) Estimated effect of changes in
accounting policies on the current
period (Continued)

U]

Effect on the consolidated financial

statements (Confinued)

Estimated effect on the consolidated

balance sheet at 31 December 2005:

Non-current assets

Property, plant and equipment

Interests in leasehold land
held for own use
under operating leases
Intangible assets
Investment securities
Other investments
Goodwill
Deferred tax assets
Other financial assets

Non-current liabilities
Other financial liabilities

NET ASSETS

CAPITAL AND RESERVES
Effect attributable to
equity shareholders
of the company
Revaluation reserve
Capital reserve
Retained profits

(b) B BERESBE LB

MEREE @
() HEEHBRRNEE

(%)

R —_ZEEZRF+ A=
+—BENGRAEERER
EORER:ER-A

Estimated effect of new policy
(increase/(decrease) in net assets)
FURNASYE (BEFESEM/ (HD))

HKAS 32
HKFRS 2 HKFRS 3 HKAS 17 & 39 Total
EAGH
EEUMBRE BAUBRE BHSHEN EHH
EBE2E  EBAER F17% RE9E hy
(note 2(c)) (note 2(d))  (note 2(f)) (nofe 2(g))
(H2c)  (WEad)  (KaF20)  (H##2g)
$°000 $°000 $°000 $°000 $°000
Fir Fir Fr Fir Fr
FRBEE
mE - BE R - - (11,970) - (11,970)
RECEMNBEESR
ZHETiES
- - 11,269 - 11,269
apEE - - - 12,505 12,505
BEES - - - (12,505) (12,505)
Hihk g - - - (2,734) (2,734)
Bl - 15,332 - - 15,332
EEHBEAE - - 134 - 134
B EE - - - 14,393 14,393
- 15,332 (567) 11,659 26,424
FRBEE
ek - - - (23,189) (23,189)
EEFHE - 15,332 (567) (11,530) 3,235
BEXREE
ARRBRE
Eihge
kG - - (551) - (551)
BAGE 5,969 - - - 5,969
REEA (5,969) 15,332 (16) (11,530) (2,183)
- 15,332 (567) (11,530) 3,235




(b) Estimated effect of changes in
accounting policies on the current
period (Continued)

(i) Effect on the consolidated financial
statements (Continued)

Estimated effect on amounts recognised as
capital transactions with owners of the group

for the year ended 31 December 2005:

Attributable to equity YiN/NE]
shareholders of the company % R FE 4

(b) E5t RS B Y A H A
HWEMEE @

() HEEHMBERRNEE
(&)
HEBEE-_ZTTAF T A
=+t —BIEFERRER
EERRETRARZH
TRHEE

Effect of
new policy
(increase)
HKFRS 2
R
S8 (g m)
ERMBEE
RIS 255
(note 2(c))
(Kt at2(c))
$°000

T

1,915



(b) Estimated effect of changes in
accounting policies on the current

period (Continued)

(ii) Effect on the company’s balance sheet

Estimated effect on the balance sheet at 31

December 2005:

Non-current assets
Investments in subsidiaries

Other financial assets

Non-current liabilities

Other financial liabilities

NET ASSETS

CAPITAL AND RESERVES
Capital reserve

Retained profits

FRBDEE
MELRERE
HieMBEE

kRBDRME
HtyBaE

BERE

BEXRiE

N1
RE R

(b) Bt BEREHHAHEH
NEBEE #)

(i) BERADEEEBROTE
HR—FTRE+-A=
THEMEERBRMNEH

Estimated effect of new policy

(increase/(decrease) in net assets)
FBRENARTE (EEFEEN/ (HD))

HKAS 32
HKFRS 2 & 39 Total
BREHE
RIS 325
EREBHRE REBEH
ERF2E ERFIRN Lo

(note 2(c))  (note 2(g))
(Kst2@)  (HaF2(g))

$°000 $°000 $°000
T FT T
5,350 - 5,350
- 11,659 11,659

5,350 (11,530) (6,180)

5,969 - 5,969
619) (11,530) (12,149)

5,350 (11,530) (6,180)




(b) Estimated effect of changes in
accounting policies on the current
period (Continued)

(ii) Effect on the company’s balance sheet
(Continued)

Estimated effect on amounts recognised as
capital transactions with owners of the

company for the year ended 31 December

2005:
Attributable to equity shareholders PiNYNE]!
of the company % = FE AL

(c) Employee share option scheme
(HKFRS 2, Share-based payment)

In prior years, no amounts were recognised when
employees (which term includes directors) were
granted share opfions over shares in the
company. If the employees chose to exercise the
options, the nominal amount of share capital and
share premium were credited only to the extent

of the opftion’s exercise price receivable.

(b) Bt BEREBHHAHH
NEBEE #)

iy BEAFEERBERNTE
(%)
RBEE-ZZRFT A
Tt HLEFEHERR
B B B R 1T 2 BRA
RXENBHEE

Effect of

new policy
(increase)
HKFRS 2
FHREZEE
(42 fm)
(BEBBB®RE
ZEBI) B 255
(note 2(c))
(Bt iF2(c))
$°000

Fr

166

(c) BEBBRESE KFR
B %5 3R 5 22 Al £ 258
R B ER B XA
EUEFE  AEBBARE
FRE (BEES) TRBAL
BB A9 0 B AR AE 1T R R ©
EERBTEMBE  BAR
BR15) i 1B 2 B T 62 DA B M 22
BRIETTER LRAK -



(c) Employee share option scheme

(HKFRS 2, Share-based payment)
(Continued)

With effect from 1 January 2005, in order to
comply with HKFRS 2, the group has adopted a
new policy for employee share options. Under the
new policy, the group recognises the fair value
of such share options as an expense with a
corresponding increase recognised in a capital
reserve within equity. Further details of the new

policy are set out in note 1(q)(iii).

The new accounting policy has been applied
refrospectively with comparatives restated,
except that the group has taken advantage of
the transitional provisions set out in HKFRS 2, under
which the new recognition and measurement
policies have not been applied to the following

grants of options:

(a) all options granted to employees on or
before 7 November 2002; and

(b) all options granted to employees after 7
November 2002 but which had vested
before 1 January 2005.

The adjustments for each financial statement line
affected for the years ended 31 December 2004
and 2005 are set out in notes 2(a) and (b).

Details of the employee share option scheme are

set out in note 26.

(c) BEBKRESE (FE

Bt 35 3R 5 22 AL 5255
PARR AR 5 B 7 B A3 5K)
(#)

M-TTAF— [ AHHK

REA BB H]RE LR B2
MRTE - AL EC B IR 8 B
HEAR AT BUR - 1R M B 3T
B ARBERARBRENR
ABERRAMX  HHEAN
B 4 AR BB A A BT SR
2 - S EBRRME
1(a)(iii) ©
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(d) Amortisation of positive and

negative goodwill (HKFRS 3,
Business combinations and HKAS
36, Impairment of assets)

Amortisation of goodwill

In prior periods:

- positive goodwill was amortised on a straight
line basis over its useful life and was subject
to impairment testing when there were

indications of impairment; and

- negative goodwill was amortised over the
weighted average useful life of the
depreciable/amortisable non-monetary
assets acquired, except to the extent it
related to identified expected future losses
as at the date of acquisition. In such cases it
was recognised in the consolidated income
statement as those expected losses were

incurred.

With effect from 1 January 2005, in order to
comply with HKFRS 3 and HKAS 36, the group has
changed its accounting policies relating to
goodwill. Under the new policy, the group no
longer amortises positive goodwill but tests it atf
least annually for impairment. Also with effect
from 1 January 2005 and in accordance with
HKFRS 3, if the fair value of the net assets
acquired in a business combination exceeds the
consideration paid (i.e. an amount arises which
would have been known as negative goodwill
under the previous accountfing policy), the excess
is recognised immediately in profit or loss as it
arises. Further details of these new policies are

set out in note 1(e).

(d) EHENEHENBE

(ERUBBREEA)E
M EESHIR(ES
SRR EIGHEE
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BESH

EAEFE :

- [EEEBERAESRERAMRE
FEERES - f H3ROBUE
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RSP R EREE - A
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T EeHEFEBEELR
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(d) Amortisation of positive and

negative goodwill (HKFRS 3,
Business combinations and HKAS
36, Impairment of assets) (continuea)

Amortisation of goodwill (Confinued)

The new policy in respect of the amortisation of
positive goodwill has been applied prospectively
in accordance with the transitional arrangements
under HKFRS 3. The adjustments for each
consolidated financial statement line affected for
the year ended 31 December 2005 are set out in
note 2(b).

In accordance with the transitional arrangements
under HKFRS 3, the carrying amount of negative
goodwill as at 1 January 2005 of $§9,595,000 has
been derecognised at 1 January 2005, with a
corresponding adjustment to the opening

balance of retained earnings.

(d EEENEHENEE

(EBHERELER)E
IFESHIR(ES
S ER)FEIGKEE
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(e) Changes in presentation (HKAS 1,

()

Presentation of financial statements)

Presentation of shares of associates’ taxation
(HKAS 1, Presentation of financial statements)

In prior years, the group’s share of taxation of
associates accounted for using the equity
method was included as part of the group’s
income tax in the consolidated income
statement. With effect from 1 January 2005, in
accordance with the implementation guidance
in HKAS 1,

presentation and includes the share of taxation

the group has changed the

of associates accounted for using the equity
method in the respective shares of profit or loss
reported in the consolidated income statement
before arriving at the group’s profit or loss before
tax. There are no material adjustments arising

from the changes in presentation.

Leasehold land and buildings held
for own use (HKAS 17, Leases)

In prior years, leasehold land and buildings held
for own use were stated at revalued amounts less
accumulated depreciation and accumulated
impairment losses. Movements of revaluation
surpluses or deficits were normally taken to the

land and buildings revaluation reserve.

(e) 252 E (BFREFHE
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(f) Leasehold land and buildings held

for own use (HKAS 17, Leases)
(Continued)

With effect from 1 January 2005, in order to
comply with HKAS 17, the group has adopted a
new policy for leasehold land and buildings held
for own use. Under the new policy, the leasehold
interest in the land held for own use is accounted
for as being held under an operatfing lease where
the fair value of the interest in any buildings
situated on the leasehold land could be
measured separately from the fair value of the
leasehold interest in the land at the fime the lease
was first entered intfo by the group, or taken over
from the previous lessee, or at the date of

construction of those buildings, if later.

Further details of the new policy are set out in
notes 1(h) and (). Any buildings held for own use
which are situated on such land leases continue
to be presented as part of property, plant and
equipment. However, as from 1 January 2005 the
buildings are also stated at cost less accumulated
depreciation, rather than at fair value, to be
consistent with the new policy required to be

adopted for the land element.

Description of transitional provisions and effect
of adjustments

All the above new accounting policies relating
to leases have been adopted retrospectively. The
adjustments for each financial statement line item
affected for 31 December 2004 and 2005 are set
out in notes 2(a) and (b). In respect of the
leasehold land and buildings held for own use, it
is not practicable to estimate the effect of the

change on the year ended 31 December 2005.
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(9) Financial instruments (HKAS 32,

Financial instruments: Disclosure
and presentation and HKAS 39,
Financial instruments: Recognition
and measurement) and intangible
assets (HKAS 38, Intangible assets)

With effect from 1 January 2005, in order to
comply with HKAS 32 and HKAS 39, the group has
changed its accounting policies relating to
financial instruments to those as set out in notes 1
M. (9). (k) and (m) to (o). Further details of the
changes are as follows.

In prior years, club memberships held on a
continuing basis for an identifiable long-term
purpose were classified as investment securities
and stated at cost less provision. Other
investments in securities (including those held for
frading and for non-frading purposes) were
stated at fair value with changes in fair value

recognised in profit or loss.

With effect from 1 January 2005, club
memberships with indefinite useful lives are
classified as infangible assets and carried at cost

less accumulated impairment losses.

Other investments, with the exception of securities
held for frading purposes and cerftain unquoted
equity investments, are classified as available-for-
sale securities and carried at fair value. Changes
in the fair value of available-for-sale securities are
recognised in equity, unless there is objective
evidence that an individual investment has been
impaired. In addition, bank deposits are stated
at amortised cost less accumulated impairment
losses. Further details of the new policies are set

out in note 1(f).
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(9) Financial instruments (HKAS 32,

Financial instruments: Disclosure
and presentation and HKAS 39,
Financial instruments: Recognition
and measurement) and intangible
assets (HKAS 38, Intangible assets)
(Continued)

As a result of adopting HKAS 39, the group has
re-designated other investments with a carrying
value of $2,734,000 at 31 December 2004 as
available-for-sale securities at 1 January 2005. The
group has also reclassified investment securities
with a carrying value of $12,180,000 at 31
December 2004 as intangible assets at 1 January
2005.

There is no material effect on the opening
balance of the fair value reserve or retained
earnings at 1 January 2005 as a result of the

reclassifications.

The adjustments for each financial statement line
item affected for the years ended 31 December
2004 and 2005 are set out in notes 2(a) and (b).
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(h) Retranslation of goodwill on

consolidation of a foreign operation
(HKAS 21, The effects of changes in
foreign exchange rates)

In prior years, goodwill arising on the acquisition
of a foreign operation was franslated at the

exchange rates ruling at the transaction dates.

With effect from 1 January 2005, in order to
comply with HKAS 21, the group has changed its
accounting policy relating to retranslation of
goodwill. Under the new policy, any goodwill
arising on the acquisition of a foreign operation is
freated as an asset of the foreign operation and
is retfranslated at exchange rates ruling at the
balance sheet datfte, fogether with the
retranslation of the net assets of the foreign
operation. Further details of the new policy are

set outf in note 1(u).

In accordance with the transitional provisions in
HKAS 21, this new policy has not been adopted
retrospectively and is only applied to acquisitions
occurring on or after 1 January 2005. As the group
has not acquired any new foreign operations
since that date, the change in policy has had no
impact on the financial statements for the year
ended 31 December 2005.
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(i) Definition of related parties (HKAS
24, Related party disclosures)

As a result of the adoption of HKAS 24, Related
party disclosures, the definition of related parties
as disclosed in note 1(w) has been expanded to
clarify that related parties include entities that
are under the significant influence of a related
party that is an individual (i.e. key management
personnel, significant shareholders and/or their
close family members) and post-employment
benefit plans which are for the benefit of
employees of the group or of any entity that is a
related party of the group. The clarification of
the definition of related parties has not resulted
in any material changes to the previously
reporfted disclosures of related party tfransactions
nor has it had any material effect on the
disclosures made in the current period, as
compared to those that would have been
reported had SSAP 20, Related party disclosures,

still been in effect.

The principal activities of the group are the design,
development, manufacturing and sales of plush

stuffed toys and steel and plastic toys.

Turnover represents the net invoiced value of toys sold,
excludes value added tax and is net of any trade

discounts.
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Other revenue

Interest income from bank deposits
(including related option premium
income on dual currency
option deposits)

Sales of scrap materials

Sundry income

Other net loss

Net gain on sale of property,
plant and equipment

Net exchange loss

Changes in fair value of financial
instruments (note 18)

Loss on long-term structured
deposit contract (note 18)

Gain on disposal of associate

Others

2005 2004
—ETRF —ZETWF
$°000 $°000
For For
H Aty g A
RITERMBWA (B1E
EFEEHEFRD
HE S W A) 6,515 14,531
S R EE R - 543
MEA 1,807 3,226
8,322 18,300
Hih 518 F 8
HEWE - BE R&RE
I EeE 381 293
bE &5 1R )% 8 (5.332) (6.201)
MBBTEAREE
& E (fT18) (10,414) -
REEBAGFEREL
&8 (K1 18) (3,700) (8.000)
Ry RN R e - 259
Hith (864) 10)
(19.929) (13,659)




(Loss)/profit before taxation is arrived at after SR B AT (B518) R B kR (B

charging/(crediting): A) e
2005 2004
—ETTREF —EENE
(restated)
(E31)
$°000 $°000
Fir Fr
(a) Finance costs: BEKAK
Interest on bank advances BARAFANBHER
and other borrowings wholly HRITE R K
repayable within five years HmEEF B 3,339 830
(b) Staff costs: BIMA :
Contributions to defined REHRFRKE B K
contribution refirement plan 4,795 7,837
Expenses recognised in respect AR E R =R NE B HERR
of defined benefit retirement " &R (MiE25(a))
plan (note 25(a)) 4,161 4,865
Retirement costs RIREHEI KA 8,956 12,702
Equity-settled share-based AR BEREZHHRAX
payment expenses 1,915 3,866
Salaries, wages and #Fe - IEREMBER
other benefits 248,167 230,730

259,038 247,298




(Loss)/profit before taxation is arrived at after

charging/(crediting) (Confinued):

(c) Otheritems:
Amortisation of land
lease premium (note)
Amortisation of negative
goodwill arising on acquisition
of subsidiary
Amortisation of positive goodwill
arising on acquisition
of subsidiary
Depreciation (note)
Impairment losses:
- frade and other
receivables
Provision for inventories
Auditors’ remuneration
- audit services
- tax services
Operating lease charges:
minimum lease payments
- property rentals (note)
Commission expenses

Cost of inventories (note)

HibBER

TEE

wE ()
WHEMB AR EEZ

BEEHE

WHEIBAREELEZ

ErmEEE

wE (M)
RIE R 1R
— & W R K

Ho A & U R

FaBE
BT &
— R BIRTE
— B IR 75
KEHEER -
REBEE K

—mEHES (K

BeRxX
FamRA (HiE)

Note: Cost of inventories includes $197,331,000 (2004:

$183,390,000) relating to staff costs, amortisation

and depreciatfion expenses and operating lease

charges, which amount is also included in the

respective total amounts disclosed separately

above or in note 5(b) for each of these types of

expenses.

BRALAT (BB s FIE MR (G
A) (%)

2005 2004
—ETRF —ZETF
(restated)
(E751)
$°000 $°000
Fr For
163 95
- (1,591)
- 7,328
21,495 17,571
2,285 22,480
2,898 1,714
3,772 3,500
293 135
31,452 28,499
8,650 6,981
853,523 867,628
Kzt - FERABIEEE TRA -
HBERTEERRKEEHE

% A ##197,331,0007T
—ZEPYLF ¢ 183,390,000
) BEEEITCD LA
kM E5(0) B IR &
BRXEES -



represents:

Current tax - Provision for BB -FR
Hong Kong Profits Tax FE B EH

Tax for the year REERIE

Under-provision in respect NEFEEETR

of prior years

Current tax - Outside Hong Kong

Tax for the year REFEHIB

Under/(over)-provision in respect A 4F E & E T 2
of prior years /S CRE)

Deferred tax IEE B 18

(a) Taxation in the consolidated income statement

FHBE-FRUNME

(@) MABARMATHWREAR

Origination and reversal of ERMEEEAREE

tfemporary differences

Provision for Hong Kong Profits Tax is calculated at
17.5% (2004: 17.5%) of the estimated assessable profits
for the year. Taxation for subsidiaries outside Hong
Kong is charged at the appropriate current rates of

taxation ruling in the relevant tax jurisdictions.

2005 2004
—EERF —EENFE
(restated)
(&%)

$°000 $°000
Fr Fr
4,106 5,184
- 3
4,106 5,187
917 7,155

878 (86)
1,795 7,069
(2,485) 590
3.416 12,846

BAEMNGHREBRERATED
fEET BB A DA17.6% (= F
TNF : 17.5%) (OB EFHHE -
BB NN R 2 M B AR R B
THLAMH A RUAHE R 8 A R 3R AT
Rt o

“al >



(@

©)

Taxation in the consolidated income statement (a)
represents (Continued):

In accordance with the relevant regulations and

the Enterprise Income Tax Law applicable in the

PRC, the PRC subsidiaries are exempted from

Enterprise Income Tax for two years starting from

the first profit making year and thereafter subject

to Enterprise Income Tax at 50% of the standard

tax rate for the following three years. During the
December 2005, the PRC

subsidiaries incurred losses and therefore are not

year ended 31

subject to Enterprise Income Tax. In 2004, certain
PRC subsidiaries were subject to Enterprise
Income Tax at 50% of the standard tax rate of

27% income tax in the balance sheets.

Reconciliation between tax expense and

®)

accounting profit at applicable tax rates:

(Loss)/profit before tax K ELAT (B518) & F
Notional tax on (loss)/profit before 1% /R 7£ #8 B f 18 5] )2 &

tax, calculated at the rates EE (B8 RN

applicable to (losses)/profits in HRAMEGEREA
the tax jurisdictions concemed (BE) /&AM EERE
Tax effect of non-deductible AT H00R SE HH H

expenses MEZE
Tax effect of non-taxable revenue 78 &% B WA 8 & T8 57 28
Under/(over)-provision NEFEEETRR/

in prior years (B F)
Actual tax expense BEEREBIEL T

HRAEBaXRFATRAOBMER
G-

RIBH BRI Ko A e B
EEMEHRE - TEKEAQF
FIATE B B R L EF G
BHREEMERME » AR
HRR =—FERRZZEREG
BHhEMIEHMNE0% - BE
—ETRF+A=+—H1L
FE PEMNBRAELES
B FALBAMMEERS
BeM_ZEZMF  FTHE
B BB 1 B 3% AR ME B K 27%H)
S0%F N EEPTISH °

BERREpRRIARMZ BEGt
iRl P e

2005 2004
—EThHF —ETF
(restated)
(&)
$°000 $°000
Fr Fr
(33.054) 61,897
(1,019) 9,181
6,646 5,446
(3.089) (1,698)
878 (83)
3,416 12,846




Directors’ remuneration disclosed pursuant fo section RIBFBBCRAEHD E161ES HE

161 of the Hong Kong Companies Ordinance is as EEMEa 0T
follows:
Salaries,
allowances Share-  Retirement
Directors’ and benefits based scheme 2005
fees in kind payments contributions Total
e 2E URG & Rk ZZBHF
ESHe REYVEN EBRHMCR sHEMR fast
$°000 $°000 $°000 $°000 $°000
T T F F FT

Chairman and executive director TERHUTEE

Kyoo Yoon Choi BER 180 4,377 - - 4,557
Executive directors HITEE

Chul Hong Min R - 4,651 - - 4,651
Tae Sub Choi ERE - 1,368 124 - 1,492
Young M. Lee FKHE - 1,957 - 257 2,214
James Wang TEX - 851 - 150 1,001

Independent non-executive

directors BUHHITEE
Valiant, Kin Piu Cheung RERE 132 - - - 132
Cheong H. Vi THE 120 - - - 120
Chan Yoo ne 120 - - - 120

552 13,204 124 407 14,287




Salaries,

allowances Share-  Retirement
Directors’ and benefits based scheme 2004
fees in kind payments contributions Total
Y%
e 2E AERN Bk —2ENE
ExHE REVEN  GEURG sTEIBR @it
(restated) (restated)
(E71) (E71)
$'000 $'000 $'000 $'000 $'000
Fr Fr Fr Fr Fr
Chairman and executive director IRRAGTESE
Kyoo Yoon Choi EEW - 5,526 - - 5,526
Executive directors HITEF
Chul Hong Min RN - 3,662 - - 3,662
Tae Sub Choi ERE - 1,291 199 - 1,490
Young M. Lee FkE - 2,102 - 29 2,131
Independent
non-executive directors BUFNTEE
Valiant, Kin Piu Cheung RERZ 132 - - - 132
Cheong H. Vi ES 14 120 - - - 120
Chan Yoo ne 30 - - - 30
282 12,581 199 29 13,091

The above emoluments include the value of share
options granted fo certain directors under the
company’s share option scheme as estimated at the
date of grant. The value of these share options is
measured according to the company’s accounting
policy for share-based payment fransactions as set out

in note 1(Q).

The details of these benefits in kind, including the
principal terms and number of options granted, are
disclosed under the paragraph “Share option scheme”

in the directors’ report and note 26.

LAt B IEARIE A A R BB R
ARTETEENERENKRLA
HEFNEER - ZEBERENEE
Ty AR5 &5 M EE 1 (o)A 2 R 3L A AR
D ARERON IR Z 0 &5 BURF

=

= °

EMEMNOFE (BREZGRRARE
HEEREHBBR)REZEREE(HE
Prtgst &l — B R 20K E -



Of the five individuals with the highest emoluments, ERfmEMEeEmALTF - UMz (=

four (2004 (restated): four) are directors whose TENE (FY) W) RES - A

emoluments are disclosed in note 7. The emoluments MRS BERNIFET7 - Hip—1u
in respect of remaining individual are as follows: ATHBEmT :

2005 2004

—EERF —EENF

(restated)

(E5)

$°000 $°000

FIT FIT

Salaries and other emoluments e kA 1,240 1,438

Retirement scheme contributions RIRETEI R 150 -

1,390 1,438

The consolidated loss attributable to shareholders BREGGEEEERE—Z2IA

includes a loss of $11,064,000 (2004 (restated): Profit AR B R A911,064,0007T (=

$38,216,000) which has been dealt with in the financial Z2ME (F5)]) : & 538,216,000

statements of the company. JT) B 1R o



Reconciliation of the above amount fo the company’s

profit for the year:

Amount of consolidated (loss)/profit
aftributable to shareholders dealt
with in the company’s financial
statements

Final dividend from sulbsidiary
aftributable to the profit of the
previous financial year, approved

and paid during the year

Company’s profit for the year
(note 28)

bl BORR B R R R AR R A 2 8

BRINE -
2005 2004
—EThHF —ETF
(restated)
(&)
$°000 $°000
FT Fir
FIAR QB B]RED
REREMGGE (B1R)
i A R (11,064) 38,216
BT B8 A RIS F B R %
X AT BEE
REIR B 14,734 4,680
ARBARFE G (K aE28) 3,670 42,896

(a) Dividends payable to equity QFXFEFEERFFARQAR

shareholders of the company RHORE
attributable to the year
2005 2004
—TERF —TEMF
$°000 $°000
For For
Interim dividend declared and EEREZAHERE
paid of $SNil (2004: $0.030) ERET(ZEZENF -
per share (note 28) 0.0307t) (Kt7#28) - 20,026
Final dividend proposed after the R&EE BB EZE D IR
balance sheet date of $Nil REREFRZT
(2004: $0.060) per share ZZ TP ¢ 0.0607T) = 40,053

= 60,079




(a) Dividends payable to equity QFXFEEFFEAIAR
shareholders of the company REORE @)
attributable to the year (continued)

The final dividend proposed after the balance RNEEHRBREZD RARAR
sheet date has not been recognised as a liability BUYARGEEHBRAEBE -

at the balance sheet date.

(b) Dividends payable to equity b)) REREMERIZINZ
shareholders of the company DEBRBFEERMSFAR
attributable to the previous financial AABREHNRKRE
year, approved and paid during the
year

2005 2004
—ETHE -—TTWAE
$°000 $°000

FiT FiT

Final dividend in respect of the
previous financial year, RERER A R H AT
approved and paid during the MHRFEERARSER
year, of $0.060 per share (2004: 0.0607T (ZEZ 0 £ :

$0.060 per share) (note 28) T R%0.0607T) (Afit28) 40,111 40,053
(a) Basic loss per share (o) BREXEE

The calculation of basic loss per share is based EREABESZRBAFERN
on the loss attributable to equity shareholders of % 38 7 15 /&5 18 36,348,0007T (—
the company of $36,348,000 (2004 (restated): ZE2ENF (F5) & A
Profit $49,051,000) and the weighted average of 49,051,0007T) X FANBEETZ
668,264,400 (2004: 666,349,070) ordinary shares in miiE ¥ H EBE KRR
issue during the year. 668,264,400/ (Z T T 4F :

666,349,0700%) 5t & -



(b) Diluted loss per share

Diluted loss per share for the year ended 31
December 2005 is the same as the basic loss per
share as the potential ordinary shares outstanding
during the year ended 31 December 2005 were

anti-dilutive.

The calculation of diluted earnings per share for
the year ended 31 December 2004 is based on
the profit attributable to equity shareholders of
the company of $49,051,000 (restated) and the
weighted average number of ordinary shares of
670,953,579 shares affer adjusting for the effects
of all dilutive potential ordinary shares under the

company’s share option scheme.

(b) BREEEFIR

BE_TTAFt_A=1+—
RIlEEENESREEERRS
BREREE & - WHARE
E-_EERFE+T-_A=1T—H
LTFERABBEITHEEEBR
AREESE -

BHE_ZZTNF+=_A=+—
BLEEENSRETANER
BA R AR R E L E R
49,051,0007T (E%1) kB #H A
NAIBRESTEI T B AEE
FEEEENEBREL AR
ZMEFEHEBERKRRKRH
670,953,579 =+ & -

Weighted average number of shares (diluted) INREF G & (#5E)
2004
—TEMF
Number
of shares
gk g=|
Weighted average number of shares
at 31 December used in calculating W+ Z=ZA=+—BHBEFESTK
basic earnings per share ERBH & METHRE 666,349,070
Effect of deemed issue of shares
under the company’s share option  RIEAR D & B 218 AT ET
scheme for nil consideration

ERBEITZRNOTZE 4,604,509

Weighted average number of shares WK+ A=+—HAEFEESR
at 31 December used in calculating 5 2 R B hn R S R B

diluted earnings per share

670,953,579



Segment information is presented in respect of the
group’s business and geographical segments. Business
segment information is chosen as the primary reporting
format because this is more relevant to the group’s

internal financial reporting.

Business segments

The group comprises two main business segments:

N

o ERE R R R AR B W E M M &
DEMEH 2 - AR EB DA E R
HAEBENAMHBERTIFER
BR HEERBMESHERNE
2 -

E bl
AEBNEBEBHBEMT :

- plush stuffed toys - E#HIA
- steel and plastic toys - SBREBIA
Plush stuffed toys Steel and plastic toys Unallocated Consolidated
EAmA ¢EBREBTA FOMEUE GERE
2005 2004 2004 2005 2004 2005 2004
“ZTARF -ZTN4F -3TAF -TTNEF -ZTTRF -TIMF -3TAF -TIEFE
(restated) (restated) (restated) (restated)
(E51) (E51) (&5) (E51)
$°000 $°000 $°000 $°000 $°000 $°000 $°000
Fr Fr Fr Fr Fr Fr Fr

Revenue from RENEEP

external customers mA 981,811 1,114,298 58,633 43,809 - - 1,040,444 1,158,107
Other revenue from REMREP

external customers HEMLBEA 1,611 3,757 12 6,515 14,531 8,322 18,300
Total o 983,422 1,118,055 58,829 43,821 6,615 14,531 1,048,766 1,176,407
Segment result AHEE (28,980) 61,322 (1,387) 1,547 - - (30,367) 62,869
(Loss)/profit from operations mE(BE) /57 (30,367) 62,869
Finance costs BEMA (3,339) (830)
Share of profits less E{ER & AR

losses of associates wflEE 652 (142)
Taxation B (3.416) (12,846)
(Loss)/profit attrioutable to R

equity shareholders (B#) /&7

(36,470) 49,061




Business segments (Continued)

Depreciation in respect of property,
plant and equipment for the year
Amortisation of land lease
premium for the year
Amortisation of goodwill for the year
Significant non-cash expenses (other

than depreciation and amortisation)

Segment assets
Inferest in associates

Unallocated assets

Total assets

Segment liabilities

Unallocated liabilities

Total liabilities

Capital expenditure incurred

during the year

TEENE  HE
RRENE
FEELHEE
HERH
rEEHELH
AEFALER
(REREHERN)

HEE
REERRNER

=5

AERNEL
MERFX

E3 3= NE D)

Plush stuffed toys Steel and plastic toys Consolidated
EHTA ¢EREBTA GABE

2005 2004 2005 2004 2005 2004
—ZTTHE —TENF —TTHE _—TENF —TTHE _—TENF
(restated) (restated) (restated)
(E31) (E31) (E31)
$°000 §'000 $°000 $'000 $°000 $'000
Fir Fr Fir Fr Fir Fir
20,811 16,495 684 1,076 21,495 17,571
163 95 - - 163 95
- 5,648 - 89 - 5,737
13,815 30,480 - - 13,815 30,480
566,735 496,004 43,129 43,976 609,864 539,980
1,483 809 - - 1,483 809
203,624 239,776
814,971 780,565
109,559 102,154 9,981 7,085 119,540 109,209
137,484 67,367
257,024 176,576
58,002 38,266 17,706 241 75,708 38,507



Geographical segments

The group participates in several principal economic

environments as set out below.

In presenting information on the basis of geographical
segments, segment furnover is based on the
geographical destination of delivery of goods.
Segment assets and capital expenditure are based

on the geographical location of the assets.

& 5
AR EBEE T B E

@
g o

E2dE o EiE
BOIRBEXINE M

E Rt EEE -

TERBERRSD

B DR
WENHET -
DHEEREARHAZANEENH

Capital expenditure

incurred
Turnover Segment assets during the year
FEEREL
EES AHEE WEARBEX

2005 2004 2005 2004 2005 2004
“2FRF -—TTMF ZTTHEF —TTNF —TTHF _—TTNF
$°000 $°000 $°000 $°000 $°000 $°000
Fi Fr Fr Fr Fr Fr
North America =M 478,886 514,256 212 425 26 31
Japan BAK 323,473 448,356 4,412 4,580 = 4,603
Europe EY) 166,885 129,496 - - - -
South Korea mE 28,602 30,598 176,227 175,966 1,087 3216
Hong Kong BE 35,498 6,309 78,388 69,606 11,728 350
PRC (other than Hong Kong) HE(FERM) 5316 14,587 306,084 270,190 32,556 23,982
Vietnam Faigea) - 8,576 44,541 19.213 30,311 6,325
Others it 1,784 5,929 - - - -
1,040,444 1,158,107 609,864 539,980 75,708 38,507

There is no major disparity in the ratios between
furnover and profit in relation fo the above
geographical locations, hence no analysis is given for
the profit confribution from each of the above

geographical locations.

RN = gyl R R
ML EEAER - BULL EE
bt b [E B s R B RAE 2 AT -



(a) The group

Cost:
At 1 January 2004 (restated)

Exchange adjustments
Additions
Disposals

At 31 December 2004
(restated)

At 1 January 2005 (restated)

Exchange adjustments

Additions

Disposals

Transfer from construction in
progress (nofe 14)

At 31 December 2005

Aggregate amortisation
and depreciation:
At 1 January 2004 (restated)

Exchange adjustments
Charge for the year
Written back on disposal

At 31 December 2004 (restated)

At 1 January 2005 (restated)
Exchange adjustments
Charge for the year

Written back on disposal

At 31 December 2005

Net book value:
At 31 December 2005

At 31 December 2004
(restated)

o4

R-FENE-7

E
kS

i

REZZZME+ZA
A (Z51)

x:

—R (&%)

RBE
E
&
&

=t-

RZB%RE

E
kS

i

-R—RB(E3))

RAE
E
&
&

HEpIREl
(Bf3£14)

S

"

kS
s

A

BERAEAR:

RZBEME

i

-R—RB(E3)

RRE

REERX
HERED

RZZZME+ZA
=t+-H8(&5))

RZB%RE

E

7ﬂ7
AR

B (E5)

REERX
HERRD

RZB5RE
+-F=1-H

(a) A5 HE

Inferests in
leasehold
Freehold Office land held
land and equipment, for own
buildings  Buildings Leasehold furniture use under Total
held for  held for improve- Plant and and Motor operating fixed
ownuse  own use ments machinery fixtures  vehicles Sub-total leases assets
RELE
BEER BAE BERE
ZEXA R fFEAH
¥EL BEER HENE IXRE  KER it BE
REEN BEN B3 k% EEXE RE P WES EEAG
$°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000
Fr Fr Fr Fr Fr Fr Fr Fr Fr
- 36,611 19,245 85,073 17,592 9,062 167,583 10,682 178,265
- - - @®) 228 315 540 - 540
4,603 2,142 2,353 17,693 4,472 2,380 33,643 - 33,643
- - (115) 472 (447) (287) (1,321) - (1,321)
4,603 38,753 21,483 102,291 21,845 11,470 200,445 10682 211,127
4,603 38,753 21,4835 102,291 21,845 11,470 200,445 10682 211,127
- 860 61 979 193 137 2,230 75 2,306
- 6,813 1,004 17,349 3,679 966 29,811 1,137 30,948
- - (137) (4,342) (667) (269) (6.415) - (5.415)
- 14,983 - 7,753 414 602 23,752 - 23,752
4,603 61,409 22,411 124,030 25,464 12906 250,823 11,894 262,717
- 4,838 12,477 44,066 11,579 5,536 78,496 358 78,854
- - - @®) 98 115 210 - 210
23 2,146 2,647 8,827 2,305 1,623 17,571 95 17,666
- - (98) (460) (336) (287) (1.181) - (1.181)
23 6,984 15,026 52,430 13,646 6,087 95,096 453 95,549
23 6,984 15,026 52,430 13,646 6,987 95,096 453 95,549
- 169 40 416 93 69 787 9 796
168 2475 2,576 11,225 3,557 1,494 21,495 163 21,658
- - (136) (4,342) (400) (266) (5.144) - (5,144)
191 9,628 17,506 59,729 16,896 8284 112234 625 112,859
4,412 51,781 4,905 64,301 8,568 4,622 138,589 11,269 149,858
4,580 31,769 6,457 49,861 8,199 4,483 105,349 10229 115,578




(b) The company

Cost:
Af 1 January 2004
Additions
Disposals

At 31 December 2004

At 1 January 2005
Additions
Disposals

At 31 December 2005

Aggregate depreciation:
At 1 January 2004
Charge for the year
Written back on disposal

At 31 December 2004

At 1 January 2005
Charge for the year
Written back on disposal

At 31 December 2005

Net book value:
Af 31 December 2005

At 31 December 2004

REAE:
RZETEFE-A—H
TEERT
HERED

R

I\NH(
IE

—EENE
A=+~

A

R-Z2ZRFE-A—-H
REERY
HERERD

(b) &2 7
Freehold Office
land and equipment,
buildings Leasehold furniture Total
held for  improve-  Plant and Motor and fixed
own use ments machinery  vehicles fixtures assets
BFRR WAZ
EXF /N B3N
ERELH HE I%4E8 BAR BE
REEYM NEE# R RE EEXE EEEH
$°000 $°000 $°000 $°000 $°000 $°000
T Fr T Fr T T
- 16,245 25,673 3,364 11,389 56,671
4,603 653 6,917 189 350 12,712
- (115) (441) (167) ©) (730)
4,603 16,783 32,149 3,386 11,782 68,653
4,603 16,783 32,149 3,386 11,732 68,653
- 372 6,650 226 881 8,129
- (136) (4,342 - (58) (4,536
4,603 17,019 34,457 3,612 12,655 72,246
- 10,229 19,080 2,513 7,913 39,735
23 2,341 2,725 578 1,278 6,945
- 98) (441) (166) ©) 711
23 12,472 21,364 2,925 9,185 45,969
23 12,472 21,364 2,925 9,185 45,969
168 1,661 3,635 322 1,065 6,651
- (136) (4,343) - 36) (4.515)
191 13,897 20,556 3,247 10,214 48,105
4,412 3,122 13,901 365 2,341 24,141
4,530 4,311 10,785 461 2,547 22,684




(c) The analysis of net book value of properties is as

follows:

Outside Hong Kong

- medium-term leases

Freehold outside

Hong Kong

Representing:

Freehold land
and buildings

Buildings carried

at cost

Interest in leasehold
land held for own
use under operating

leases

FBEIN
—FHEE

BBRIKAER

&
KAGEA H

T e EEY)
VA B A5 31 {8 #)
BED

REBEEEHER
FIFERAMEE
T Ay R aS

©) MEBREFENINAT

The group The company
rEH AT

2005 2004 2005 2004
—ZTTRF —TTNF —TTHRF —TITWEF

(restated)

(&%)
$°000 $°000 $°000 $°000
Fr Fr Fr Fir
63,050 41,998 - -
4,412 4,580 4,412 4,580
67,462 46,578 4,412 4,580

The group The company
rEH b

2005 2004 2005 2004
—ZTTRF —TTNF —TTHF —TITNEF

(restated)

(&%)
$°000 $°000 $°000 $°000
Fr Fr Fr Fir
4,412 4,580 4,412 4,580
51,781 31,769 - -
56,193 36,349 4,412 4,580
11,269 10,229 - -
67,462 46,578 4,412 4,580




The group

rEE
2005 2004
—TETRF —TEMF
$°000 $°000
For Fr
At 1 January n—H—H 4,864 -
Exchange adjustments ME 3 38 2 93 -
Additions ®E 27,296 4,864
Transfer to fixed assets (note 13(a)) ERETETEE (23,752) -

At 31 December ®R+=—A=+—8H 8,501 4,864




Cost:
At 1 January 2004 and
31 December 2004

At 1 January 2005

Opening balance adjustment
to eliminate accumulated
amortisation

Opening balance adjustment
to derecognise negative
goodwill

At 31 December 2005
Accumulated amortisation
and impairment losses:

At 1 January 2004
Amortisation for the year

At 31 December 2004

At 1 January 2005

Eliminated against cost at
1 January 2005

At 31 December 2005

Carrying amount:
At 31 December 2005

At 31 December 2004

) B H ) 4 R DA
LR

38 & HA ) 4 R DA BRUH
ERanE

i

[ )
o A
I =

= &
+ +—A
2R BERRERS

R-_ZETWF—A—H
RERHH

The group

REH

Negative Positive
goodwill goodwill Total
amE Erme Ey
$°000 5’000 $°000
T T T
(8900 109,469 90,509
(18,960) 109,469 90,509
9,365 (9.315) 50
9,595 - 9,595
_____________ - .000e4 100,154
7,774 (1,987) 5,787
1,591 (7.328) (6.737)
_______ 9365 319 90
9,365 (9.315) 50
(9.365) 9,315 (50)
- 100,154 100,154
(9,595) 100,154 90,559




In 2004, negative goodwill is amortised on a straight-
line basis over ten years and positive goodwill is
amortised on a straight-line basis over ten fo fifteen
years. The amortisation of negative and positive
goodwill for the year ended 31 December 2004 was
included in “Administrative expenses” in the

consolidated income statement.

As explained further in note 2(d), with effect from 1
January 2005 the group no longer amortises goodwill.
In accordance with the fransitional provisions set out
in HKFRS 3, the accumulated amortisation of goodwill
as aft 1 January 2005 has been eliminated against the
cost of goodwill as at that date. The carrying amount
of negative goodwill at 1T January 2005 has been

derecognised.

Impairment tests for cash-generating
units containing goodwill

Positive goodwill is allocated to the group’s cash-

generating units ("CGU") identified according to

R-FTMF - BRENRERE
HEEDN+FHEE MEREDNE
BREEENTETHFHEE -
BE_ZTTMF+-_A=+t—HL
FENARERIREZHHECAA
REABRERAMITERAS] -

MIMA L2 E —FRE - K&
EE_—_ZTZEAF-A-HAEZTH
T%ﬁﬁﬁ%§§°$ﬁ<%ﬁ<%§5%ﬁ7fﬁ‘iiﬁifﬁ
ADFEFHBEEGRX - RZFE
hFE-A-BNRFABHEHHECH
FHHERERNEHERN - R _F
ERF-A-HNAEBEHEDR
HEER -

REBENRESEELENN
AR

EHENARIFEENREES
B ((REELER])  REGY

country of operation and business segment as follows: BREEBEHBZOT -
2005 2004
—TETRF —TEMF
$°000 $°000
Fr For
Plush stuffed toys - Korea EWMIMA —EE 99,532 99,532

Multiple units without

significant goodwill ZETEEAEENEN 622 622

100,154 100,154




Impairment tests for cash-generating
units containing goodwill (Continued)

Plush stuffed toys - Korea

The recoverable amount of the CGU is determined
based on value-in-use calculations. These calculations
use cash flow projections based on financial budgets
approved by management covering a five-year
period. Cash flows beyond the five-year period are
extrapolated using the estimate rates stated below.
The growth rate does not exceed the long-term
average growth rate for the business in which the CGU

operates.

Key assumptions used for value-in-use calculations:

- Gross margin 15%
- Growth rate 1% to 3%
- Discount rate 15%

Management determined the budgeted gross margin
based on past performance and its expectation for
market development. The weighted average growth
rates used are consistent with the forecasts for the
plush stuffed toy industry. The discount rates used are
pre-tax and reflect specific risks relating to the relevant

segments.

BEBENRESEEENN
RAERR @)

EATA-B8

IR % FE AR B ) AT Uk B R Y IR A
FEEHE  ZEHEBERRES
BENEREREAFENMBEY
MRS RETEN - BBEAFHHIE
ERENDERTIIGEE D EMG
o ERERTTBBHRCELEEN
S EBHRBTEHBRE o

EREEAEMBNTIZMRER

~EME 15%
~BRE 1% = 3%
— BB % 15%

EEERBATRANEHMISHE
EROEHEEREENEX - FTEM
BN FIEREEEMIIATE
YRR — B o P AR BAIR K BB B AT
MBRER X - WRAREARE D A A
B E B R e



Unlisted shares, at cost

Loans to subsidiaries

The loans to subsidiaries are unsecured, interest free

and have no fixed repayment ferm.

The following list contains only the particulars of
subsidiaries which principally affected the results,
assets or liabilities of the group. The class of shares

held is ordinary unless otherwise stated.

All of these are conftrolled subsidiaries as defined under
note 1(c) and have been consolidated intfo the group

financial statements.

The company

AT

2005 2004
—ETREF —ZETE
(restated)

(E31)
$°000 $°000

Fir Fr
165,659 132,528
138,585 152,434
304,244 284,962

BEYHBRARZERLDEER 2
EREEEERY -

TRAFBINEAKRENRE - BE
KEBEEEAFTENNE QA F
BeBRBETREN FAHENR
MEREBR -

BEEHBARNH/MEICORRE
MZEHHEAR A EREER
M BWMERPEEHE -



Company name

DARAEH

Dream International
USA, Inc. (formerly
C &H Toy of
America, Inc.) #

Dream International

USA, Inc. (RTTEC & H
Toy of America, Inc.) #

J.Y. Toys Co.,
Limited

ERELERARRAA

J.Y. International

Company Limited

*Jung Yoon Toys
(Shanghai) Co.,
Limited #

YERA(HF)
BRDA #

Place of
incorporation

and operation

Eigge v

RExHH

United States

of America

xH

Hong Kong

BB

Hong Kong

BB

PRC

HE

Particulars

of issued and
fully paid

up capital/
registered
capital
BRAR
BERRE/
AMEARFE

US$1,000,000

1,000,000% 7t

US$1,500,000

1,500,000% 7t

US$500,000

500,000 7t

US$420,000

420,000% 7t

Proportion of ownership interest

Group’s Held
effective by the  Heldbya
interest  company  subsidiary

BEERELA

AEE HE
ERER A0AEF AEBE
100% 100% -
100% 100% -
100% 100% -
100% 100% -

Principal activity

TEEH

Trading of plush
stuffed toys

Trading and
manufacture of

sfeel and plastic

Trading of plush
stuffed foys and
investment
holding

BEEATAR
REEK

Manufacture of
plush stuffed
foys

BUEEHITA



Company name

RAEH

*C &HToys
(Suzhou)
Co., Ltd. #

Dream Inko Co.,
Ltd

Dream Vina Co.,
Ltd

*C & HToys
(Shuyang) Co.,
Ltd #

Place of
incorporation

and operation

Eigige v

RExHH

PRC

South

Korea

HE

Vietham

PRC

hE

Particulars

of issued and
fully paid

up capital/
registered
capital
2ETR
BRRE/
EMEARFEE

US$9,200,000

9,200,000 7T

KRW100,000,000

100,000,000%

US$1,690,000

1,690,000% ¢

US$600,000

600,000% 7

Proportion of ownership interest

Group’s Held
by the

company

EEELH

effective Held by a

interest subsidiary  Principal activity

£ W
RBRE AAARE  AARE  EERH

100% 100% - Manufacture of
plush fabrics
and plush
stuffed toys

SLEERMA R
EHMA

100% - 100%  Design,
development
and frading of
plush sfuffed
toys

Hit AEREE
EHMA

100% 100% - Manufacture of
plush sfuffed
toys

HEEHMA

100% 100% - Manufacture of
plush sfuffed
toys

WEEHMA



Particulars
of issued and

Proportion of ownership interest

fully paid
Place of up capital/ Group’s Held
incorporation registered effective bythe Heldbya
Company name and operation capital interest  company  subsidiary  Principal activity
BEERELA
BETR
Eigige e BERRE/ A&HE i &
AAEH RERBE ZMEAFEE BREE Z2AFA AAKE TEXEK
C & HHK Corp., Ltd Hong Kong HK$10,000 61.8% 61.8% - Trading of steel
and plastic toys
and investment
holding
BE 10,0007% 7T BEECEREBTA
REEZR
*JY. Plasteel (Suzhou)  PRC US$3,100,000 61.8% - 100%  Manufacture of
Co., Lid # bicycles and
steel and
plastic toys
HE 3,100,000% & BEBBEREER
EBOA
* Guangxi Beiliu PRC HK$500,000 100% 100% - Manufacture of
Zhengrun Toys Co., plush stuffed
Ltd # toys
H 500,000 7t BLEEHTA
* C & HToys PRC US$100,000 100% 100% - Manufacture of
(Mingguang) plush stuffed
Co., Lid # toys
FE 100,000% 7T HEEHME
* These are wholly-owned foreign investment enterprises * RIEH BB A s ) = B SN

registered under the Laws of the PRC.

# Subsidiaries not audited by KPMG.

REDEF -

# UHHEFHEAMEBHFRL
KB A -



Unlisted shares, at cost

Share of net assets

Details of the associates are as follows:

Name of

associate

Kedington
Enterprises

Inc.

Yuan Lin
Toys
(Suzhou)
Co., Ltd
THRTA (BR)
BRAA

Form of
business

structure

HERE
i

Incorporated

&

Incorporated

&

The group The company
AEE AN
2005 2004 2005 2004
=TTnE| —TRNF SRS —TTMFE
$°000 $°000 $°000 $°000
Fr Fr T Fir
IE ETAR D
(3P AR E) - - 1,248 1,248
EEEEFEE 1,483 809 - -
1,483 809 1,248 1,248
BENAZFBNOT
Place of Particulars Proportion of ownership interest
incorporation  of issued group’s held
and and paid effective by the held by held by  Principal
operation up capital interest  company  subsidiary  associate  activity
BEfT BERELS
AR 3L R&R rEEH FAF WELR BENT
REEHH RAFE BERER fi&E gLl fiksE TEXH
British 800,000 20% 20% - - Investment
Virgin ordinary holding
Islands shares of
US$1 each
EBEX 800,000 REER
5 gREAE]
EnZERK
PRC Registered 20% - - 100%  Manufacture
capital of of plush
US$1,000,000 stuffed
foys
R 1,000,000 7T HWEERMA
ZEMBR



Summary financial information on associates:

2005
100 per cent

Group’s effective infterest

2004
100 per cent

Group’s effective interest

Long-term bank deposit
(note (1))

Unlisted available-for-sale
equity securities (2004:
Other investments)

(note (i)

—EEEE
100 %
AEENERES

=ik
100 %
AEENERER

RHRITER
(B et (i)

FEMAELE
(20044 © HAth
BE) (Mt (i)

BERRHNMBEMEE

Profit/
Assets Liabilities Equity Revenues (loss)
-
BE =K B Iy = (E18)
$°000 $°000 $°000 $’000 $°000
T Fr T Fr Fr
16,545 9,129 7.416 43,544 3,260
3,309 (1,826) 1,483 8,709 652
18,966  (14,921) 4,045 38,100 (710)
3,793 (2,984) 809 7,620 (142)
The group The company
rEH b NN
2005 2004 2005 2004
—EERFE —_TTNF _TTHFE —_ZTTNHNF
$°000 $°000 $°000 $°000
Fr FT Fr Fr
93,036 85,288 93,036 85,288
1,823 2,734 - -
94,859 88,022 93,036 85,288




Notes:

®

The balance as at 31 December 2004 includes a long-
term structured deposit contract with a bank in the
amount of $85,288,000. Interest was payable in the first
year at 6% per annum and in subsequent years at rates

based on LIBOR.

The long-term structured deposit contract was early
terminated by the group during 2005 and a penalty was
incurred as a result. It was written down by $8,000,000 to
its carrying value of $85,288,000 at 31 December 2004.
A further loss of $3,700,000 was recognised in the 2005

income statement on termination of the contract.

During the year, the group entered intfo another long-
term structured deposit contract with the bank. The
contract will mature in 2017 and the principal amount is
US$12,000,000 (equivalent to $93,036,000). Interest is
payable quarterly in the first year at 6.5% per annum
and in subsequent years af rates based on the spread
between the 30 year and 10 year United States dollar
swap rates. The bank may elect to early terminate the
confract on any interest payment date before the
maturity date by repaying the full principal amount plus
accrued interest up to the tfermination date. The long-
term structured deposit contract has been split info a
non-derivative host contract and its embedded
derivative components at initial recognition. The non-
derivative host contfract is subsequently carried at
amortised cost using the effective interest method. The
embedded derivative components are carried at fair
value, with changes in fair value recognised in the
consolidated income statement. At 31 December 2005,
the carrying amounts of the non-derivative host confract
and the embedded derivatives are $93,036,000 and
$23,189,000 respectively. The non-derivative host
contract and the embedded derivatives are included
on the consolidated balance sheet under “other
“other financial liabilities”

financial assets” and

respectively.

Mt

0)

ZETWF T A= T -ENAREE
FR-BARTOERAEBAFX
85,288,0007T * 55 — FHY [ A B LASF
MEROEFE - HRFENFE R AR
BRTAEXFEN R RELHEH -

AEBRBARERIEZRBAEBAT
e WAmMAE-FIHH R_FT
ZNFF+_A=+—B  BEARECDH
J3.8,000,0007T £ E B M & 85,288,000

cHILAN RZTTRFEER
= AR A 518 4 3,700,0007T ©

REBMENEFITFI LS —HRPEE
ATFEREL - ZENBR - L F3
%~$ﬁ%%momﬂm%ﬁwﬁﬂ
93,036,0007T) * £ —FMEMF ST
BRENEOHEFERREBEXN - &
% EENF BB AI0F HE10FHET
HHANNEBREENE - RITANE
BREBEMZEMTRR - #EEM2
ARG ERBERIEAMSAEZF
SRAKIEAYN - RRABBAFRE
MRERBEA T RAFITEZBAOR
HBRAARTETES D - FTEERE
DR ERBEREFEENFEHEKERA

R MBAXSTETAIODRARARE
BIIE - EAAREEBNGABRER

BR N _EERF+_A=+—H"
FTETRANRBRAXITETANE
H B 5 5l /93,036,0007T 23,189,000
T FTETRAORRAATETA
DRFIREEEEBERANTEMI B
BEIREMBBABIET -



Notes: (Continued)

(i)  The fair value of the unlisted equity investments cannot
be measured reliably because they are not traded in
an open market and there were no fransactions for the
investments during the year. The unlisted investments are

stated at cost less accumulated impairment losses.

fiat - (#)

(i) FEIEEMRRARE L IR AR
mHEHhEE  BFALELR
BREZXS  HERTFETEE
At E o FFLETIRE IR
RAERRETREREEYK -

The group
rEE
$°000
Fir
Cost and carrying amount: AR EREE

At 1 January 2004 (restated) RZZEZTWFE—A—H(&EH) 10,556
Exchange adjustments ME 5 5 B 1,624

At 31 December 2004 and RZZEZENF+_HA=+—H
1 January 2005 (restated) KZZETRF—A—H(EF) 12,180
Exchange adjustments (I 325
At 31 December 2005 RZZEZERFE+_A=+—H 12,505

Infangible assets represent club memberships with

indefinite useful lives.

The club memberships currently have resale market
values and have no foreseeable limit to their useful
lives. The directors review the useful lives of club
memberships at each balance sheet date to
determine whether events or circumstances continue
to support the view of indefinite useful lives. The club
memberships have been tested for impairment in the
current year by reference to their resale market values
and no impairment losses were charged for the current

year.

BYEAERYEERFR2EHE -

ERAFAGEEEE AYER
RREZAERER - EECEHM
BEEEAEHNEREZATERF
B UEITREEEMRIEREE
XFEZEERFRZEH -  RAF
B -o2EgRBEMBEHAEE
TTRAERIE - M F A IR E R
IEEE



Raw materials
Work in progress

Finished goods

The group

The company

rEE AT
2005 2004 2005 2004
—ZTRFE ZZTNF —TTRF —TTNF
$’000 $’000 $’000 $’000
For For For For
R MR 85,069 83,914 35,678 35,938
TR 32,720 31,134 10,734 14,875
SURK 42,693 27,474 17,420 15,007
160,482 142,522 63,832 65,820

Raw materials and finished goods are stated net of

the following provisions made in order to stafte the

inventories at the lower of their cost and estimated

net realisable value:

General provision
- raw materials
Specific provision

- finished goods

AEBRARRZEME D HEH
T IR - AR PR A B Al ET R
FHRFEMETNRERBEIRE

The group The company
rEE b NN

2005 2004 2005 2004

—ETRFE —ZTTHNF —TTHEFE —ZTTOEF

$°000 $°000 $°000 $°000

FT FT Fr FT
— R

— R R 5,423 3,146 3,316 2,313
EE

— 2K 2,335 1,714 1,629 1,714

7.758 4,860 4,945 4,027




Trade debtors, bills
receivable, deposits
and prepayments

Amount due from ultimate
holding company

Amounts due from fellow
subsidiaries

Amounts due
from associates

Amounts due

from subsidiaries

FEUBR R - FE IR
RE -EHek
KNS

JRE LT e A P B
NARIA

e Ui 1B 2 BT I
NARIA

JRE Ui B =
NARIA

i Ui Y e

AFHRE

The group The company
KE b NN

2005 2004 2005 2004
—ZETHFE ZTTNF —ZTTHF —TTMF
$°000 $°000 $°000 $°000
FI Fi FI FI
173,680 157,681 65,389 69,486
1,254 - - -
101 8,883 - 5,852
1,506 4,979 - -
- - 50,579 19,512
176,541 171,543 115,968 94,850

Amounts due from ultimate holding company, fellow

subsidiaries, subsidiaries and associates are unsecured,

inferest free and repayable on demand.

Deposits include an amount of $18,080,000 (2004:
$17,763,000) paid to the ultimate holding company in

respect of a lease entered into by Dream Inko Co.,

Ltd, a subsidiary.

R ZEERRAR  BARMER
A MEAR KRB E QR FIASE
W 2ERAREREEE -

& B E R EK B 2 7 Dream
INKO Co., Ltd ST 2 A F
B AERR A |) 218,080,0007T (=&
Z P4 ¢ 17,763,00070)



Included in frade and other receivables are trade
debtors and bills receivable (net of impairment losses
for bad and doubtful debts) with the following ageing

analysis as of the balance sheet date:

From the date of billing:

Current

1 to 3 months

More than 3 months but
less than 12 months

Over 1 year

HBEAMEG
A5
123@ A
88 31E A

B R12{E A
s —fF

TR M2 B Ao e L A LA R B 3 P MK R
REEEERE (CHBRRERE

)  REEBHEERRSTWT :
The group The company
wE b NN

2005 2004 2005 2004
—ETRFE —TTNF —TTHEFE —TTOEF
$°000 $°000 $°000 $°000
FT Fr Fr FT
76,745 72,696 44,082 39,762
18,483 19,186 10,828 12,032
3.783 8.910 2,045 4,917
233 797 89 -
99,244 101,589 57,044 56,711

AEE 2 EEBRRENKE29) -

The group’s credit policy is set out in note 29(a).

Included in trade and other receivables are the

following amounts denominated in a currency other

than the functional currency of the entity to which

they relate:

Japanese Yen A
Renminbi AR
Korean Won 88

Vietnam Dong #FE/E&E

2005
—ZETREF

‘000

_T_

JPY121,667
121,667H
RMB25,015
AR¥25,0157T
KRW3,312,080
3,312,080%
VNDS$,012,005
5,012,005 8 &

JE W R R K Bt JE M R R B R T B
NEMER I EE UG

Bze8 !
The group The company
rEE NN
2004 2005 2004
—ZTME —ZETRF e s
‘000 ‘000 ‘000
F F F
JPY143,272 JPY103,802 JPY119,578
143,272H 1083,802H 119,578H
RMB23,008 RMB6,087 RMB6,536
AR 23,0087C AR #6,0877T AR #6,5367T
KRW?2,822,011 KRW- KRW-
2,822,011% & - E -HE
VND- VND- VND-
-HmE -WmEE -MmE




Deposits with banks and
other financial
institutions

Cash at bank and in hand

Cash and cash equivalents

in the balance sheet

Bank overdrafts (note 24)

Cash and cash equivalents
in the consolidated cash

flow statement

The group

The company

Included in cash and cash equivalents in the balance

sheet are the following amounts denominated in a

currency other than the functional currency of the

entity to which they relate:

Japanese Yen  H
Renminbi AR
Korean Won 8

rE AN
2005 2004 2005 2004
—ETRE —TENFE —TTHF —_TTMEF
$°000 $°000 $°000 $°000
Fr T T T
]R1T R
H {h B 75
g1 3R 16,063 85,182 9,611 72,454
RIOTFRERE 2 87,065 56,684 17,010 20,133
REEH RS
EReEEBY 103,128 141,866 26,621 92,587
RITE X (Wat24) (7.155) - - -
RiEaRaengx
ZHEE2 K
ReEZEED 95,973 141,866 26,621 92,587
ReEkBReKEYPBETIAGEH
ERZNEEENIINEBFEZS
LR
The group The company
rE PN
2005 2004 2005 2004
“ZTTARF —ZTME —ZTTRF e e S
‘000 ‘000 ‘000 ‘000
+ + F +
JPY67,031 JPY163,230 JPY4,989 JPY104,832
67,0318 163,230H [ 4,989H 104,832H
RMB14,293 RMB9,878 RMB338 RMB1,175
ARM14,2937T AR¥9.8787C AR¥338T ARM¥1,1757%T
KRW125,818 KRW1,057,119 KRW- KRW-
125,818%% & 1,057,119% -8 -7 [E




Creditors and JE A BR 3R %
accrued charges EEER
Amount due fo ultimate JE 1 & #2345 B
holding company A RRIE
Amounts due to J& 1~ [ R /8
fellow subsidiaries NCIE =

Amounts due to subsidiaries & Kt B 2~ & 5%

Amounts due to associates i - B & A 7]

HIA

The group The company

KE AT
2005 2004 2005 2004
—ZTRFE —ZTTNF —ZTTRF —TITWF
$’000 $’000 $’000 $’000
For For For For
98,421 85,933 26,021 23,481
= 686 = -
4,389 4,344 - _
- - 56,891 86,876
5,910 4,483 5,910 4,483
108,720 95,446 88,822 114,840

Amounts due to ultimate holding company, fellow

subsidiaries, subsidiaries and associates are unsecured,

interest free and repayable on demand.

EN&EZERAR  RBRMER
A MEAR KRB E QR FIASE
W 2ERAREREEE -



Included in creditors and accrued charges are frade
creditors and bills payable with the following ageing

analysis as of the balance sheet date:

From the date of billing:

Within 1T month
After 1 month but
within 3 months
After 3 months but
within 6 months
After 6 months but
within 1 year
Over 1 year

Included in tfrade and other payables are the following
amounts denominated in a currency other than the
functional currency of the entity fo which they relate:

Renminbi AR

Japanese Yen =]

Korean Won &

BEE

Vietnam Dong

FERTRR R & Bt B R BB RR
LRENRE REFZBEKREDT

m
The group The company
& AT
2005 2004 2005 2004
—ZETHFE ZTTNF —ZTTHF —TTNF
$°000 $°000 $°000 $°000
Fr T Fr T
BREHHR:
& A A 39,589 30,585 6,298 6,338
& A &
B3E AR 7,870 7,496 858 1
3@ A 1&
B6E AR 1,311 484 283 -
NE A &
B—FRA 911 89 - -
A —F 1,260 1,013 - -
50,941 39.667 7,439 6,339
JE A AR R % H M JE BB B4R T B
NEBERE2NEEB UGB
Bza%E !
The group The company
rE PN
2005 2004 2005 2004
—ETRF —ETF —TERF —ZETF
‘000 ‘000 ‘000 ‘000
F F F F
RMB69,006 RMB50, 149 RMB14,307 RMB13,015
ARE6,006 ARES01490  AREI14307t AR®I13,0157T
JPY19,124 JPY14,569 JPY- JPY-
19,124H [l 14,5698 [El -AE -BE
KRW603,650 KRW1,209,862 KRW- KRW-
603,6508% 1,209,862%% -5% -5
VND3,907,455 VND2,409,898 VND- VND-
3,907,455 F & 2,409,898 & -HEE -HEAE




At 31 December 2005, the bank loans and overdrafts

were secured as follows:

Bank overdrafts
Bank loans
- secured

- unsecured

RITEX

RITE R
— B A
— R

R-_ZEERE+-_A=+—8H #
TEFRRBEZ ZEBET -
The group The company
wE b NN
2005 2004 2005 2004
—ETRFE ZTTMF —TTHEFE —TTOEF
‘000 ‘000 ‘000 ‘000
F F F F
7,155 - - -
42,284 - 7.753 -
56,129 53,616 50,600 38,000
105,568 53,616 58,353 38,000

Included in bank loans and overdrafts are fthe

following amounts denominated in a currency otfher

than the functional currency of the entity to which

they relate:

Korean Won

RITER LB F

BRETIIAEH

BRI EEUIINEBHECS
GRS
The group The company

x& AR
2005 2004 2005 2004
“TTRE ZZTTQWF  ZTTRE CZTIQEF
‘000 ‘000 ‘000 ‘000
F F F F
i KRW1,180,931 KRW- KRW- KRW-
1,180,931% & -BE —EE - #H




At 31 December 2005, the banking facilities of certain
subsidiaries were secured by mortgages over their land
use rights, buildings and deposit with an aggregate
carrying value of $4,268,000 (2004: $Nil), $36,151,000
(2004: S$Nil) and $69,847,000 (net of embedded
derivatives) (2004: $Nil) respectively. Such banking
facilities amounted to $57,790,000 (2004: $Nil). The
facilities were utilised to the extent of $42,284,000
(2004: $Nil).

Some of the group’s banking facilities are subject to
the fulfilment of financial covenants, as are commonly
found in lending arrangements with financial
institutions. If the group were to breach the covenants
the drawn down facilities would become payable on
demand. The group regularly monitors its compliance
with these covenants. Further details of the group’s
management of liquidity risk are set out in note 29(b).
As at 31 December 2005 the group was not in
compliance with one of the covenants in relation to
these certain banking facilities, which require that the
interest coverage rafio should exceed 5.0:1.
Accordingly, the group’s long-term bank loans under
such banking facilities have been reclassified as a
current liability at 31 December 2005. However,
subsequent tfo the balance sheet date, the group has
obtained the bank’s waiver from declaring an event
of default with respect tfo the breach of this covenant
for the year ended 31 December 2005.

R-ZZEZRAF+-_A=+—8B" &
THBRARZRITEETDARESE
H #1859 5liE 4,268,000 (ZEF
e EIT) -~ 36,151,000 (=&
ZF 1 Br) K 69.847,0007T (0
BH&TETR) (ZFTWF T
TO) ZEHERE - BFRREEL
ZHBFER - EBRITEESE
57,790,000t (ZZEZT MW F : &
JT) A #M 2 5 B % /42,284,000
T(ZEEWE T ©

AEBEZETRITEERERET
IR ABTT A - L HOER B
W%%ﬂﬁZFE?%¢#%%
B MARBEERREE  FRIRELZ

ERHELBETEZERW - &%
Bz rnEEeRkREEFBIHNLMH
7F29(b) - RZETRF+=-_A=+

—HB AEETEBETHEP —I5HE
ETRITEEAE 2 ZHE - HEX
MEBEBEXEBR®S0:1 - Bt -
REBEEFEAETEETZRHE
TERERZZEERF+ZA=1
—BEFS>BEARDERE - A
REEB%R  AEECDEBRITHRE
PEE-ZTETRAF+=-_A=+—8
IFFERNERARFE-—FSMAX
BEEMH o



(a) Defined benefit retirement plan

The group participates in a defined benefit
retirement plan which covers the group’s Korean
employees. A portion of the group’s liability under
this plan is covered by deposits with an insurance

company in South Korea.

The latest independent actuarial valuation of the
plan was at 31 December 2005 prepared by
qualified staff of Watson Wyatt Hong Kong
Limited, who are members of the Society of
Actuaries of the United States of America, using
the projected unit credit method. The actuarial
valuation indicates that the group’s obligation
under the defined benefit retirement plan is 34%
(2004: 34%) covered by the plan assefts.

(o) R EF = R KT &

AEEALRARRSA T
AR R B - AR E R
AT 2 85 B E R
KM RER AR RESE
f -

BBz BUBEMAERSD
HEFEVUERBERARZE
A 1% & 8 (519 ASociety of
Actuaries of the United
States of America 2 € 8)
FE+ZA=+—8%
RIEMRBERFECEEST -
BEMERSEATRIEBRRA
EFRRAFEBET 2EEZ
3R (ZZ T 4F « 34%) K&+
EIEEXF -

— ==

@ The amounts recognised in the balance () REEABERANERZH
sheets are as follows: BT
The group The company
& AT
2005 2004 2005 2004
—ZETHFE —TTMFE —ZTTHFE —TTMF
$°000 $°000 $°000 $°000
Fr Fr Fr Fr
Present value of  E¥ 2 H A
obligations 15,081 23,791 4,816 4,909
Fair value of TEEEZ
plan assets ARfEE (5.907) (8.198) - -
Net unrecognised KiEREE
actuarial (BB
(loss)/gain I & F 58 1,646 (1,830) - -
10,820 13,763 4,816 4,909




(a) Defined benefit retirement plan

(Continued)

)

() RERZ RIS (@)

The plan assetfs represent the deposits

placed with the insurance company.

A portion of the above liability is expected

tfo be setftled affer more than one year.

However, it is not practicable to segregate

this amount from the amounts payable in the

next twelve months, as future contributions

will also relate to future services rendered

and future changes in actuarial assumptions

and market conditions.

Movements in the net liability recognised in

the balance sheets are as follows:

At 1 January
Payments to
employees
and insurance
company
Exchange
adjustments
Expense
recognised in
profit or loss
(note 5(b))

At 31 December

w—HA—8

T FREE
MR A &)
Z FIB

& i

RIBZETER
X
(KtaE5(b))

W+=—A=+—H

HEAEETRRARRATZ
B o

BrLdaBEEABIR —F2
BIBME o A - BHRAREHR
TR BRI RS A B IR AR
HRRETANEHERH - ¥
HEBEBRRR T —EADN
FERT BB DR AT ©

(i REEBERAERZA

BEFEEHOT
The group The company
rE b NN

2005 2004 2005 2004
—ZTTRF —ZTTNF ZTTRF —TITEF
$°000 $°000 $°000 $°000
Fr FT For Fir
13,763 11,772 4,909 4,505
(7,525) (5,175) 799) (567)
421 2,301 120 693
4,161 4,865 586 278
10,820 13,763 4,816 4,909




(a) Defined benefit retirement plan

(Continued)

(i) Expense recognised in profit or loss is as

follows:

Current service cost
Interest cost
Actuarial expected

return on plan assets

AR IR BB

M EE A

SEIEEZ
EHEEE®

The expense is recognised in the following

line item in the consolidated income

statement:

Administrative expenses

TR X

The actual return on plan assets (tfaking into

account all changes in the fair value of the

plan assets excluding conftributions paid and

received) was net income of $176,000 (2004:

$284,000).

() RERZ RIS @)

(i) RERERZHWAT

The group
rE
2005 2004
“TTHEF -TIWHF
$°000 $°000
Fr Fr
3.662 4,307
810 890
@11) (332)
4,161 4,865
THREABEERAER
RUIATIER :
The group
AEE
2005 2004
“TTHEF -TIWHF
$°000 $°000
Fr Fr
4,161 4,865

AEEEZERE R (K
AARFEEEAAEBEZ
g2y (reEet ke
ZHFK)) R AFE
176,0007C (ZEZ M4 -
284,000 7T) °



(a) Defined benefit retirement plan
(Continued)

(iv) The principal actuarial assumptions used as

at 31 December 2005 (expressed as

weighted average) are as follows:

Discount rate BhIR X

Expected rate of return SFEBEEZ
on plan assets 78 HA [B] ) &

Future salary increases R R Fr BN T @

(b) Defined contribution retirement plan

®

The group operates a Mandatory Provident
Fund Scheme (“the MPF scheme™) under the
Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees
employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF
scheme is a defined contribution retirement
scheme administered by independent
tfrustees. Under the MPF scheme, the
employer and its employees are each
required to make contributions to the
scheme at 5% of the employees’ relevant
income, subject to a cap of monthly
relevant income of $20,000. Conftributions to

the scheme vest immediately.

() RERZ RIS (@)

vy RZZEZRF+_R=+

—HEAZIERBERR
WINEF IR

The group and
the company

AEBRALQT
2005 2004
—TTRF —EEMF
6% 4.25%
3.5% 5.0%
2% - 4% 4% - 8%

(b) REHFKBRKETE

A ER B 3 IR A B 08 1t
RE2EHERD) R E
RIBBEE(RBRIDE
FH g B R IR I QTR
EFHE([RE2EE]) -
sRiE AT 82 — fE R E #
FRINETE - RBIUXAE
AER - RIEBE S
g REIREEHARR
BB 2 HEA BB S%M
EEL MR - e AMAE
A8 Z R /20,000 7T °
) &1 & 4F & fH 3R BN B A
REEERBBAH -



(b) Defined contribution retirement plan
(Continued)

(i) As stipulated by the regulations of the PRC,
the group parficipates in various defined
confribution refirement plans organised by
the relevant authorities for its PRC
employees. The group is required to make
contributions tfo the retirement plans which
are calculated based on certain prescribed
rates and the salaries, bonuses and certain
allowances of its PRC employees. The group
has no other material obligation for the
payment of pension benefits associated with
these plans beyond the annual conftributions

described above.

The company has a share option scheme which was
adopted on 22 January 2002 whereby the directors of
the company are authorised, at their discretion, to
invite employees of the group, including directors of
any company in the group, to take up options to
subscribe for shares of the company. The exercise
price of the options is the highest of (i) the nominal
value of the shares, (i) the closing price of the shares
on the SEHK on the date of grant and (i) the average
closing price of the shares on the SEHK for the five
business days immediately preceding the date of
grant. The options are exercisable progressively
between one fo three years from the date of grant
and will expire at the end of a period to be notified
by the directors to each option-holder upon the grant
of option, such period not to exceed ten years from
the date on which the option is granted. Each option
gives the holder the right to subscribe for one share
and the consideration paid by each holder for each

grant is $1.00.

(b) REMKRBRIKGE @)

(i) WBEHRBER  ~EEL
ﬁﬁ@%%ﬁﬁ#ﬁﬁ%
ERNSERATEHRTER
Wﬁ%°$%§ﬁﬁﬁﬁ
RIRETE - HETETK
EREFEEEZHE
TEA KRB TEMEL#
oo B BT A G F 5t
ZEFTEERHEIN - R
5 [ 07 M E M ST (TR KRR
F By & RAEHE o

PN/ —EE-F—A=+=H
%%*Eﬁkfﬁ%°ﬁﬁ iNUN
7%%%?%m|%5$% ==
(PREAEEEMKEAFIZES)
%%%%%Mw%$ﬁjk1°$
BEZITEBAORMZEE - (i)
R ERERTEBRE BB
Frés B MU m & k(DR MmN BB
BREETFTEBNAEASEREERES
BRXBRENTHRME=8 2 &
DB BIRERER T H ARG
—EZFRESTE O TRESER
HHERERMESEREREAZ
& RG RN - AT B AR
LR EE BB+ F - Tvrﬁ/\ﬁ
REIEERERE KRG
t%?—rﬁ/\mﬁ%i%?ﬁz,ﬁﬁﬂx%
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(a) The terms and conditions of the
grants that existed during the years

(a) F Az R H R R R 4
wh - MARERES

are as follows, whereby all options URFEERTZAER
are settled by physical delivery of HE .
shares:
Contractual
Number of life of
instruments options
BREZ
ITEHE EHNEN
Options granted to directors: BrEEzBRE:
- on 7 February 2002 ~-RZZEE-_F-A++tH 4,480,000 10 years
- on 15 April 2003 —-RZZEE=FWA+AH 1,365,000 10 years
Options granted to employees: % T8 B 2 B AL AE -
- on 7 February 2002 - ZEE_F_F+H 4,681,000 10 years
- on 15 April 2003 —RZEE=FMA+HA 455,000 10 years
- on 2 January 2004 —-RZZEETWMFE—H=H 11,650,000 10 years
Total share options R FEE 22,631,000

In respect of the options granted, the maximum
percentage of the share options which may be

exercised is determined in stages as follows:

On or after 1st year anniversary 30%

BAREERENS  RERE
B sERESES 8D LHE
FaR

VBE R IR 30%

On or affer 2nd year anniversary another 30% 2B F LA 1B
On or after 3rd year anniversary another 40% 3EF AR

5 4M30%
5 9M0%



(b) The number and weighted average

(b) i8I 2 B B & fn#& F

exercise prices of share options are HITEEHI W -
as follows:
2005 2004
Weighted Weighted
average average
exercise Number exercise Number
price  of options price of options
N5 Bk TS i I
I6EB 2 A B 8 A
‘000 ‘000
F +
Outstanding at
the beginning
of the period BB i AR AT $1.54 23,611 $§1.21 21,030
Exercised during
the period RERRTTEE (980) (9,069)
Granted during
the period AR - 11,650
Outstanding at
the end of
the period RERR M ARITE $1.56 22,631 $1.54 23,611
Exercisable at
the end of
the period RERRITE 13,436 1,000

The weighted average share price at the date of
exercise for shares options exercised during the
year was $1.20 (2004: $2.37).

The options outstanding at 31 December 2005
had an exercise price of $1.18, $1.43 or $1.87
(2004: $1.18, $1.43 or $1.87) and a weighted
average remaining confractual life of 8 years
(2004: 9 years).

FRTEZBRERTES H
ZIEFIEERI 20T (ZFE
U 0 2.377T) ©

RZEETRAF+_A=+—
H: RIIFEEREZITEED
B &1.187T ~ 1.437T 8% 1.877T
(ZZZT W4 :1.185L ~ 1.437T
%1.877T)  MBTAHNFHZ
MEFHEAESF (ZTZN
fF D 9F) o



(c) Fair value of share options and ) BEREZAFEREBR
assumptions

The fair value of services received in return for MM REHEREMEMR
share options granted are measured by reference Rz A FEDIZEMBELE
to the fair value of share options granted. The [ N FEER - TERMH
estimate of the fair value of the services received PR 2 et R FEDRE 18
is measured based on a binomial model. The AERGE  FHAZERRKK
contractual life of the option is used as an input SHABREZANFH - =
into this model. Expectations of early exercise are HAEAERIEEHLE 2R
incorporated info the binomial model. AITTfE ©
Grant date
B B8
15 April 2 January
2003 2004
—ET=F —TETNE
MA+HH —HZH
Fair value at measurement date Rt E B HZ A FE $ 036 $ 0.53
Share price iz $ 1.42 S 1.85
Exercise price 1TEE $ 143 $ 1.87
Expected volatility BEHE I8 50.83% 44.90%
Expected option life AL 2 B R F 10 years 10 years
Expected dividends TERT IR B 6.48% 5.06%
Risk-free interest rate Ry B 3.68% 4.37%
The expected volatility is based on the historic TEET R R YRR LR IE AT &
volatility (calculated based on the weighted (REBEERESTAEAFTH
average remaining life of the share options), mEFEHEEE)  YHAER
adjusted for any expected changes to future ABEAMBzEHNEEH 2 F
volatility due to publicly available information. AITEFT R IEE L AR - BT R
Expected dividends are based on historical ETNREBAKREHE - £#
dividends. Changes in the subjective input HEARKRZEHSEHRQF
assumptions could materially affect the fair value BEHEHRERES -
estimate.
Share options were granted under a service ﬁﬁﬁﬁ%ﬂ*ﬂﬁﬁﬁﬁ’{ﬂ%ﬁﬁﬂj °
condition. This condition has not been taken info RETEMERMRBAE LA
account in the grant date fair value B2 AP ER I E E AR &
measurement of the services received. There o BEAR BN B8 K AT (A Th 35
were no market conditions associated with the TR ©

share option grants.



(a) Current taxation in the balance () EEEERMRZAH

sheets represent: HES
The group The company
rE b N
2005 2004 2005 2004
—TTHFE _ZTNE _—ZTTHFE _—TITOF
$°000 $°000 $°000 $°000
T FT T T
Provision for Hong Kong KEZEEF
Profits Tax for the year BRI 4,106 5,184 4,100 5,000
Provisional Profits Tax paid ENEHMNER - (492) - -
4,106 4,692 4,100 5,000
Balance of Profits Tax
provision relating to NEFE
prior years F 15 B0 2 s 4t 2 19,952 21,654 20,259 21,653
Taxation outside
Hong Kong BEABAIMD R TIR 410 2,961 - -

Less: Tax reserve
certificates

purchased under

order of the B RBEBERRER

Commissioner of ERBAZ

Inland Revenue GRiE

(note) (Bt ) (16,482) (16,482) (16,482) (16,482)

7,986 12,825 7.877 10,171




Note: As at 31 December 2005, tax reserve cerfificates

totalling $16,482,000 were purchased by the
company pending the resolution of certain
enquiries raised by the Hong Kong Inland
Revenue Department ("IRD”) in connection with
the company’s offshore claims relafting to the
years of assessment 1998/99 to 2002/2003. The
agreement of the company’s tax affairs for
subsequent years of assessment is also subject to
the outcome of these enquiries. Based on the
information available to date, the directors of the
company consider the tax provisions included in
the financial statements in the aggregate
amount of $24,058,000 for the years of assessment
1998/99 to 2005/06 are adequate after taking
infto account the nature of the enquiries raised
by the IRD, the documentation available to
support the claims and the bases upon which
the company’s assessable profits for the years of
assessment prior to 1998/99 have been agreed

with the IRD.

M R ZERE+_A=+—

B AR2ABEGRE
16,482,000 7T 2 B % LA
HFEAEBBR (BB A
RAR =N NIRRT
FEE-ZZ- /Z=RM
FEZBFRERINITS
ERER - ARBERER
W F R 2 B7% £ IR % A
BORREBERZER - R
BREARLEARGZEH
IR RABEREZEER
PREERZEE  ZFH
Rz Xt URERRR—
AN TR F E BT 8
AR RNERBRE
MEER  BA/RE—AAN
SNNRRFEE-_ZZR
SERRBEFERYBRE
AE H 48 8132 24,058,0007T 2
EHTIBRRE °



(b) Deferred tax assets and liabilities

recognised:

(i)

The group

The components of deferred tax (assets)/

liabilities recognised in the balance sheet

and the movements during the year are as

follows:

Deferred tax arising from:

At 1 January 2004 (restated)

Exchange adjustments

Charged/(credited) fo

consolidated income statement

At 31 December 2004 (restated)

At 1 January 2005 (restated)
Exchange adjustments

Charged/(credited) fo

consolidated income statement

At 31 December 2005

() F%£H
REERBBERAERZE
ERE(EE) /BEHR

(D) ERRBELEREEER
a8 &

B UERFEARZESHM

T
Depreciation
allowances Other
in excess of Tax losses  Defined short-term
related  brought benefit temporary
depreciation  forward  liability differences Total
BERE
FEN HEEE RENE EpEH
RERHE 1| 8 EREZ @zt
$:000 $'000 $:000 $'000 $000
T I fr fr T
RETHRBEZEERE
R-ZEME
-R-B (&} 27 (3.868) (1,007 (101) (4,739)
LS 38 - (58) (27) (47)
REEBRERA
5%/ (GEA) 366 (68) 392 (100) 590
R-TEME
TZR=+-R(&7) 641 (3,936) (673) (228)  (4.19)
R-F%10E
-R—-R(E}]) 641 (3,936) (673) (228)  (4.19)
EXHE (5) ) (13) ©) (38)
%/ GA) 301 (1,251) (%) (1,439) (2.485)
R-FTNF
TZA=1-8 937 (5,198) (782) (1,676) (6.719)




(b) Deferred tax assets and liabilities
recognised: (Continued)

(i)

The company

The components of deferred tax (assets)/

liabilities recognised in the balance sheet

and the movements during the year are as

follows:

Deferred tax

arising from:

At 1 January
2004
Charged to income

statement

At 31 December 2004

At 1 January 2005

Credited fo income

statement

At 31 December 2005

RAETHEEZ
BEEHE

REERAF| X

i
+=

A

ZME
A=t-H

R-ZZHF—A—H

RERRAFI X

RZZTREF
+ZA=+—-8

(D) ERRBELEREEER

=8¢ )
(i) X227

REERBERAERZE
ERE(EE) /BEHR
B UERFEARZESHM

T
Depreciation
allowances Other
in excess of Defined short-term
related benefit  temporary
depreciation liability  differences Total
BBEETE REFS HirsE
HTEEBE BE ERER st
$'000 $000 $°000 $000
Fr Fr Fr Fr
730 (394) (325) 11
330 394 123 847
1,060 - (202) 858
1,060 - (202) 858
29 - (88) m7)
1,031 - (290) 741




(b) Deferred tax assets and liabilities b)) CRERAELEHREEER

recognised: (Continued) a8E®
The group The company
& b NN
2005 2004 2005 2004
—TTHFE ZZETNF ZTTRF ZTTWF
(restated)
(E31)
$°000 $°000 $°000 $°000
Fr Fr Fr Fr
Net deferred tax REEBER
asset recognised R 2RI
on the balance HIEEE
sheet FE (7.460) (5,122) - -
Net deferred tax REEBER
liability mRZIELE
recognised on MIEBE
the balance sheet H 741 926 741 858
(6.719) (4,196) 741 858




(a) The group (a) A&

Revaluafion
General reserve- Fair
Share Share  Capital  reserve Exchange Lland and value  Retained Minority Total
capital premium  reserve fund  reserve buildings  reserve profits Total  inferests equity
1HERE
REEY ¥ SBRR

Rx ROEE EXBE -REE EXEE EfEE  BEE R2EF EL:] B 48R
Nofe ~ §000  $000  §000  $000  $000  §000  $000  §000  §O00 SO0  §000

WE r r r r r r r Tr i Tr
At 1 January 2004 R-FEME-F-A
- as previously reported -BE2E 51,235 165624 - 14,485 116 627 - 363190 595277 - 595217
- prior period adjustments R NS i
in respect of. ZHBAE
- HKFRS 2 -EENBRE
RAIENR - - 188 - - - - (188) - - -
- HKAS 17 -EREHENETR - - - - - (627) - 80 (547) - (547)
- a5 resfated -&j 51,235 165624 188 14,485 116 - - 363,082 594,730 - 594730
Dividends opproved in respect  AEE A EBR
of the previous year 10(b) - - - - - - - (40,053) (40,083 - (40,03)
Transfer between reserves - - - 560 - - - (560) - - -
Shares issued under share
opfion scheme 28(c)i) 707 10,189 - - - - - - 10,896 - 10,896
Equity settled share-based :
transactions (restated) 25 (&) - - 3,866 - - - - - 3,866 - 3,866
Profit for the year (restated) TEFEH (E5]) - - - - - - - 05 49,080 - 19091
Dividends declared in respect
of the current year KEERERRS 10(0) - - - - - - - (002) (2002) - (2002)
Exchange differences on
translation of financial BERNHBAR
statements of ABRREL
overseos subsidliories JERER - - - - 5,525 - - - 5,525 - 5528
At 31 December 2004 RZFERE

(as restated) tZAZ+-R(E5) 51,942 175813 4054 1504 5,641 - - 361494 603989 - 608989



At 1 January 2005

- a5 previously reported

- prior period adjustments
in respect of:
- HKFRS 2

- HKAS 17

- s restated, before opening
balance adjustments

- HKFRS 3

- as restated, affer opening
balance adjustments

Dividends approved

in respect of

the previous year
Shares issued under share

option scheme
Exchange difference

on franslation of

financial statements

of overseas subsidiaries
Equity seftled share-based

transactions
Capital contributions

from minority shareholders
Loss for the year
Dividends declared

in respect of

the current year

At 31 December 2005

)

&

&

#

&

9\

x

x

(a) The group (Continued)

Note
Mt
“2T14-A-8
BEEH
ATHIRARLZ
HEESA
-BEMBRE
ERIE2%R
-BEg
ERZETH

2a))

20)()

-EEHBRE
ERIZIF 2Ad)
By fEHH
L2

FRALERR
E-FEOBRE
RBHRE
SHETRD

10(b)
28(c)(if)
HEHMBAR
BEETS
EXVZERZR
BEEZRHRS
FRRHE
EEER

fEEERKE 10(0)

Share
Capital

51,982

Share
premium

176,813

Capital
reserve

General
reserve
fund

-RER
$°000
T

15,045

(o) A& 8 (&)

Retained
profits

REEH
$000
Iz

T

355,516

Total

604,546

Minority
interests

YHRR

Total
equity

faEE
$000
T

604,546

51,942

175,813

4,054

15,046

351,494

603,989

603,989

51,942

175,813

1,080

4,054

1915

15,045

361,089

@)

613,584

@)

1,167

2,752

1915

(36,348)

15,120
122)

613,584

@)

1,167

2,752

1915

15,120
(36,470)

Revaluation
reserve-
Exchange  Lland and
reserve  buildings
1#ERE
REEN
EiRfE EfRR
§°000 $°000
i r
5,641 589
- (589)
5,641 -
5,641 -
2752 -
8,393 -

284,630



(b) The company (b) &= A 7]

Share Share Copital  Retained
capital  premium reserve profits Total
Bx  RBEE EXRE  REEX ag
Note $°000 $°000 $°000 $°000 $°000
first i Fr i Fr T

At 1 January 2004 RZZEZTWE-F-A
- previously reported olES 51,235 165,624 - 264,203 481,082
- prior period adjustments i e

in respect of HKFRS 2 EV v L EEE:S - - 188 (188) -
- Qs restated ~-&3 51,235 165,624 188 264,035 481,082

Dividends approved in respect TEERBEBR

of the previous year L-FENRE 10(b) - - - (40,053)  (40,053)
Equity settled share-based EnfE

transactions (restated) kx5 (&30 - - 3,866 - 3,806
Shares issued under share BEER:E

option scheme Bkt 28(c)(ii) 707 10,189 - - 10,896
Profit for the year (restated) REERF (E3) - - - 42,89 142,89
Dividends declared in respect

of the current year TEEEERRE 10(a) - - - (20,026) (20,026
At 31 December 2004 RZFEME+ZA

(s restated) =t+-H(E5) 51,942 175,813 4,054 246,852 478,661
At 1 January 2005 RZZERE-F-H
- previously reported -BEZR 51,942 175,813 - 247,305 475,060
- prior period adjustments -BAMBREES

in respect of HKFRS 2 EVS AL Eers 2(a)(ii) - - 4,054 (453) 3,601
- Qs restated - &l 51,942 175,813 4,054 246,852 478,661
Dividends approved in TEERBEBR

respect of the previous year T-FEORE 10(b) - - - @11y @1
Equity seftled share-based EREERD

transactions 25 (&5 - - 1915 - 1915
Shares issued under share BEERETE

option scheme Bk 28(c)(ii) 77 1,080 - - 1,157
Profit for the year AEEER (25)) - - - 3,610 3,670
Dividends declared

in respect of the current year REFEERRE 10(a) - - - - -
At 31 December 2005 RZZSH%E

+-A=t-H 52,019 176,893 5,969 210,411 445,292




(c) Share capital

(i) Authorised and issued share capital

(c) B =&
() EEREBARE

(i)

2005 2004
—ZTH —ZEEN
No. of No. of
shares Amount shares Amount
R E B k) g B © 58
‘000 $'000 ‘000 $°000
+ Fr F FT
Authorised: JETERRA -
Ordinary shares BREE
of US$0.01 0.01ETERME 5,000,000 390,000 5,000,000 390,000
Issued and B#ETR
fully paid: HERE
At 1 January Rn—A—H 667,549 51,942 658,480 51,235
Shares issued
under share REBEREE
option scheme BT 980 77 9,069 707
At 31 December ®»+=—A=+—H 668,529 52,019 667,549 51,942

The holders of ordinary shares are entitled to
receive dividends as declared from time to
tfime and are entitled fo one vote per share
at meetings of the company. All ordinary
shares rank equally with regard to the
company’s residual assefts.

Shares issued under share option scheme

On 7 April 2005, options were exercised to
subscribe for 980,000 ordinary shares in the
company at a consideration of $1,156,400
of which $77,000 was credited to share
capital and the balance of $1,079,400 was
credited to the share premium account. No
capital reserve has been transferred to the
share premium account as these options
were granted on or before 7 November 2002
and the group has taken advantage of the
fransitional provision set out in HKFRS 2 (see
note 2(c)).

BB AL RADTEE
2B AARKRRAAE
ERTREL B RARR
ZHTAETES - FilEBR
BEERER -

(i) RIBBRETERTRG
RZZETERAFMHALH -
2 17 1% 7] 32 B 980,000
RATERR 2 BIRE -
KB A1,156,4007T © &
77,000 5 AR AH - 1
# T 21,079,400 E 5 A
BrmEERS -  AZEE
BEDR-_EE_F+—
AtHAIEE - BA%E
ESlA(EEMBHREE
) 257 2 18 I X
(RHIzE2(c)) - Bt - I
AR AR E R R (B R
q:l °



(c) Share capital (continued)

(i) Terms of unexpired and unexercised share

options at balance sheet date

Exercise period
TREEE

7 February 2003 to R-ZEZE=F-A+tHZE

7 February 2012 “T--#-f+tH
15 April 2004 to ZZTEFMATRAZR
15 April 2013 “T-—-#MA+AA
2 January 2005 to —ZTRE-AZHZE
2 January 2014 “Z-W¥—-AZH

Each option entitles the holder to subscribe
for one ordinary share in the company.
Further details of these options are set out in
note 26.

(d) Nature and purpose of reserves

®

@in)

Share premium

The application of the share premium
account is governed by Sections 48B of the

Hong Kong Companies Ordinance.

Capital reserve

The capital reserve comprises the fair value
of the actual or estimated number of
unexercised share options granted to
employees of the company recognised in
accordance with the accounting policy
adopted for share-based payments in note
T(a)(iib).

(c) BA (@)
(i) &% A KERR KT

EBEREZHRE
Exercise

price 2005 2004
e i —ZEmE
Number Number
#E 8
1.18 9,161,000 10,141,000
1.43 1,820,000 1,820,000
1.87 11,650,000 11,650,000
22,631,000 23,611,000

BRBEESETRHE A
BHRE-IRARAEEB
P ZERBEZE—F
FHIBENME26 -

(d) REEERA®
0 RHEE
BiAHERORRZEE

B (> AR BI ) 58 8B Y
B o

(i) EXRRE
BN BRI
1@ FT 51 Bt A B& 49 =2 A+
FAMGTBR  BRE
Bt BB FARQAE
B 18 M AR ITE 8 RAR 2
BRI QR EE -



(d) Nature and purpose of reserves
(Continued)

(iii)

@iv)

V)

General reserve fund

According to the PRC laws applicable to
wholly-owned foreign investment enterprises,
the PRC subsidiaries of the company are
required to set up a general reserve fund
and appropriate at least 10% of their annual
net profits after taxation, as determined
under PRC accounting regulations, fo the
general reserve fund until the balance of the
fund equals to 50% of the respective
enterprise’s registered capital. This fund can
be used to make good losses and to convert

into paid-up capital.

Exchange reserve

The exchange reserve comprises all foreign
exchange differences arising from the
franslation of the financial statements of
foreign operations. The reserve is dealt with
in accordance with the accounting policies

set out in note 1(U).

Revaluation reserves

The revaluation reserves have been set up
and are dealt with in accordance with the
accounting policies adopted for land and
buildings in nofes 1(h) and 2(f).

(e) Distributability of reserves

At 31 December 2005, the aggregate amount of

reserves available for distribution to equity

shareholders of the company was $210,411,000
(2004 (restated): $246,852,000).

d) EEEERBEWN @

(iii)

(iv)

)

—RERE
REEARZEIIBERE
CEBRZPBEIERE - K
REZ P EHEREAR
T—REFEE XELAS
FEBBREARN (R E
SEHROIFTE) 2 10%8 &
tREEAN BEEREBZ
EHRESREBHLET
& 4 2 50%4 I = 1WA
A AR e 1R kg
BABRERNRE -

B A& E
EXREERmAERRE
BONEBPERERMEL
ZERERE - ZERBR
BT 1(W)PTE 2 & 5T K
REEHE e

EfhfRE
RRARIERILEMFHE
KR B 8N MY 8 1(h) &
2O/ REFRAZ
S BEREIE

(e) At 7 K f 1

n=

FTERET A=+

B AR TARARRZ
f# #4838 /5210,411,0007T (=
TEZMF (FF) : 246,852,000

JT) °



Exposure to credit, liquidity, interest rate and currency
risks arises in the normal course of the group’s business.
These risks are limited by the group’s financial
management policies and practices described below.

(a) Credit risk

The group’s credit risk is primarily attributable to
cash and deposits, and frade and other
receivables. Management has a credit policy in
place and the exposures to these credit risks are
monitored on an ongoing basis.

Trade and other receivables are due within 14 to
90 days from the date of billing. Debtors with long
overdue balances are requested to settle all
outstanding balances before any further credit is
granted. Normally, the group does not obtain
collateral from customers. The group reviews
regularly the recoverable amount of each
individual frade and other receivable to ensure
that adequate impairment losses are made for
irrecoverable amounts.

The group’s cash and deposits are placed with
major financial institutions. Transactions involving
derivative financial instruments are with
counterparties with major financial institutions and
with whom the group has a signed netting
agreement. Given their high credit ratings,
management does not expect any investment
counterparty fo fail to meet its obligations.

At the balance sheet date, the group has a
certain concentration of credit risk as 17% (2004:
15%) and 37% (2004: 31%) of the total trade and
other receivables was due from the group’s
largest customer and the five largest customers
respectively within the plush stuffed toys business
segment.

The maximum exposure to credit risk is
represented by the carrying amount of each
financial asset, including derivative financial
instruments, in the balance sheet.

$Elﬁﬁﬁﬁﬁﬁﬂﬁ¢ﬁﬁﬁ
B -RBES - FIEMINERR -
REEFBATRFBFERBREME
BHOE - R EE bR A LABR I

(o) EER

AEBEZEERREIZRER
T R TR ERR R B Al
Wk - EEERBEERR
VIRFEEEHZEEERR
HEITEIER o

R TSR SR R L A MR TR — AR
AHmEZ A I14RENXR
ZIEEH - RHBEHIHARN
BBMEBABRRITEERA
ANBEHAERTHEAME
Eo—RME  AREALTR
EPWEE Mo - AEBEE S
% 08 L AR R R B A
W kI8 2 AT W E B RR DA RE AR E
AN AU [E 8RR 4 R R RUE
18 -

AEBZATRFRERTE
MIEHE - P ROTEMBTA
ZRTIETEZHMBHEE - K
SEVEZERBR T FRE
B - ENZRERBEAESE
ERp o EREXLTESET
TEERITEA »
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BREPZBERL REMIA
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37%( TP - 31%) o
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(b) Liquidity risk

Individual operating enftities 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 parent
company’s senior management when the
borrowings exceed certain predetermined levels
of authority. The group’s policy is fo regularly
monitor current and expected liquidity
requirements and its compliance with lending
covenants, fo ensure that it maintains sufficient
reserves of cash and adequate committed lines
of funding from major financial institutions fo meet
its liquidity requirements in the short and longer
term.

During the year, the group entered into a long-
term structured deposit contract with a bank
which has a maturity date in 2017 (see note 18).

(¢c) Interest rate risk

The group’s cash flow infterest rate risk relates to
floating rate bank borrowings.

Besides, the group is exposed to cash flow interest
rate risk through the impact of rate changes on
income-earnings financial assets. The majority of
the group’s cash and cash equivalents of
$103,128,000 (2004: $141,866,000) is placed in
short-term deposits with major financial
institutions, with effective interest rates ranging
from 0.05% to 4.50% (2004: 0.05% to 6.35%).

The long-term structured deposit contract and its
embedded derivatives outfstanding at 31
December 2005 of $69,847,000 (2004: $85,288,000)
are also exposed to fair value and cash flow
interest rate risks. At 31 December 2005, it is
estimated that a narrowing of the spread
between the 30 year and 10 year United States
dollar swap rates of 5 basis points would increase
the group’s loss before tax by approximately
$4,000,000.

(b)

(©)

RBESRER
AEEAZBYUKEERE
FEAZESERE  BRESEE
TAERNESF R HEES
HERELEEZETKFE - 8
REFREGSHERAASRERE
ZHE - REBZBRSEH
ERARLEMRSHESER
REMEEERS  ABRERE
ERparie@ERERRER
IT2oRMBB EERERR
NENEREREERZ RS

AERE -

FER - REBE-RIRITEIL
EHEBEAGEREYD  FXE
R —ZE—+F3H (BH
18) °

S
AEEZRERENERETD
WRIZEZHRITEHE -

peoh - AEEZ B S RE MR
Bk 8 BB A 2 BT A B E
ZHIRES) AREBZEBH
&I L= EY103,128,0007T
(ZZZ M4 : 141,866,0007T)
TEARBEREREEHN®
B WIRERFENT0.05
EZE45E (ZZTZTMEF : 0.05
[EZ6.35E) 5 8 -

RZEERFE+-_A=+—H
CREBEEAGTRAORE N
%z ®m AN HTE TR
69,847,000 (= ZZT I F :
85,288,0007T) M HE L A A E
EBERReSREFNERR - K=
TERAF+ZA=+—8 &
ST FEHETESRAN RS+
FHIF R 2 0 B =B WESH
T L AREE 2 TATE B
11494,000,0007T ©



(c) Interest rate risk (Continued) (c) FIREA B (&

Effective interest rates and repricing analysis EERFIRREFHTEESN

In respect of income-earning financial assets and HREUBAZ BB EE R B
interest-bearing financial liabilities, the following MBEEms » TREAIER
table indicates their effective interest rates at the HEEARAESHEE 2 HREK
balance sheet date and the periods in which FEA (HRE) 2 EBRFE -

they reprice or the maturity dates, if earlier.

The group
&
2005 2004
it 3 it kS
Effective Effective
interest 1 year More than  interest 1year More than
rate Total orless 1-2years 2-5years 5 years rate Total orless 1-2years 2-5years b years

Uik g —F3T -E-f MERF RFNL ERFE i -FINT -EZF ZERF OREAT
% §000  s000 000  §'000  S$000 % 000  §o000  S000 - §000  $000

% r r Fr i Fr % Tr fr Fr fr Fr
Repricing dates for assets/ ~ ENHHHEFRMZ
(licbilties) which reprice BE/(BREN
before maturity EEAH
Long-term bank depositond ~ REHAEHRR
its embedded derivatives EHARGTETA 1.81% 69,847 - - - 69.847 344% 85,288 - - - 85288
Bank savings accounts i 1.02% 34820 34820 = = = 104% 20407 29407 - - -
Bonk overdrafts 7.50% (7.155)  (7.155) = = = - - - - - -
Bank loans 504%  (98413)  (98.413) - - - 204%  (83,616)  (27.016) (26,600 - -
(01  (70,748) = - 69847 61,079 2301 (26,600) - 85288
Maturity dates for assets/ RABHERER
(liabiliies) which do nof EEzEE/
reprice before maturity (Bf%) 2H8A
Deposits with banks which
matured within 3 months  £EBE=EARN
affer the balonce sheet date 31 2 173 416% 14007 14107 - - - 29% T84 72454 - - -
Time deposits EHFH = - - - - - 1.50% 7,500 7,500 - - -

14107 14107 - - - 79954 79,954 - - -




(c) Interest rate risk (continuea)

The company
AAT

(c) FIZE@E K (&

2004
“EIME
Effective Effective
interest More than  inferest 1 year More than
rate Total orless 1-2years 2-5years 5 years rate Total orless 1-2years 2-5years b years
LTIk @3 —FIUT £ BENE ERHEZ @i —FIUT -ECE LERT
% $000 $000 $000 % $'000 $'000 $'000 $'000
% r T r % r T T r
Repricing dates for assefs/ ~ ERHHHEFEMZ
(liabilties) which reprice BE/ (AW EF
before maturity EEAH
Long-ferm bank depositond ~ REHAFHR
its embedded derivatives 181% 69,847 - 69,847 344% 85,288 - - 85,268
Bank savings accounts \: 1.57% 3129 - - 0.38% 3,342 3,342 - -
Bank loans RITER 480%  (58.35%) - - 1.50% (38,0000  (11400)  (26,600) -
14,623 - 69,847 50,630 (8068)  (26,600) 85,268
Maturity dates for assets/ RUBHAEREN
(liabilities) which do not EE2EE/ (BR)
reprice before maturity 2HEA
Deposits with banks which
matured within 3 months  KEER%={EA
ofter the balance sheet date  HIE 2B E 4.32% 9,611 - - 297%  Ta484 72454 - -




(d) Foreign currency risk

®

@in)

Forecast transactions

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 Euros, Japanese Yen

and Renminbi.

The group currently does not have a foreign
currency hedging policy. However,
management monitors the group’s exposure
to foreign currency risk and will consider
hedging significant foreign currency

exposure should the need arise.

Recognised assets and liabilities

In respect of frade 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 fo an acceptable level, by
buying or selling foreign currencies at spot
rates where necessary to address short-term

imbalances.

All the group’s borrowings are denominated
in the functional currency of the entity taking
out the loan or, in the case of group enfifies
whose functional currency is United States
dollars, in either Hong Kong dollars or United
States dollars. Given this, management does
not expect that there will be any significant
currency risk associated with the group’s

borrowings.

(d) FMEE /= B

®

(i)

BEXS
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(d) Foreign currency risk (Continued)

(i)

Recognised assets and liabilities
(Continued)

During the year, the company entered info
dual currency option deposit contracts with
certain banks and consequently was
exposed to foreign exchange risk in respect
of such deposits. As at 31 December 2005,
the company had placed deposits under
such contracts in the total amount of
US$1,017,000 (equivalent to $7,888,000)
(2004: USS$1,346,000 (equivalent to
$10,461,000) and JPY100,000,000 (equivalent
to $7,580,000)) with banks.

The dual currency option deposits were
placed to enhance the return on the
company’s surplus cash while the exchange
risk in relation to the deposits was within an

acceptable level.

(e) Fair values

All financial instruments are carried at amounts

not materially different from their fair values as at

31

December 2005 and 2004 except for

investment in unquoted equity securities whose

fair value cannot be reliably measured.

The loans to subsidiaries are unsecured, inferest

free and have no fixed repayment terms. Given

these terms it is not meaningful to disclose their

fair values.

(d) INE R B (&)

(i) BREERARE (&)
FR - AQFEETFRT
IVEEEEHETERA
W AERBREEREY
SNERE  c R—_ZTERF
+=—A=+—H " ARQ7
ERBZEAHNBITHE
A #23£1,346,0003 7T (48
B 497,888,0007T) (— &
= P04 : 1,346,000% T
(4% 7 10,461,0007T) )
% 100,000,000 B (#E &
#7,580,0007T) °

CERBPRETR AR
BAAFBBR DM &
A B A7 52 B 7 A
ERIKF o

(e) AfEE
RZEERFR-_FTNEF+
ZA=t+t—H FEUBKBIAE
ZEEEHEEAREERE
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BTITHBARZERSER
H 2SS REEEESY &
FHEF - WEEAAEBE



(e) Fair values (continued)
Estimation of fair values

The fair value of the embedded derivatives
associated with long-term structured deposit
contfract (note 18) is estimated by applying
simulation techniques to discounted cash flow
method. The discount rate is a market related
rate for a similar instrument at the balance sheet
date and the inputs to the simulation model are
based on market related data at the balance
sheet date. Expectations of early exercise of the
early fermination option by the counter party are

incorporated info the model.

(a) Capital commitments outstanding
at 31 December 2005 not provided

(e)

(a)

Y

N REE

DAEBEMGE
HEREBAEFERAH (E
1) BB ZMENTETRZ AT
1B 70 % & % RIS Al e A 23
RASREEMMGEE - FEE
RNEEBRBEIAZTISE
BALL & - i RBUR 2 B A B
TNEER 25 HBLER
Eift - AT ERFITENRIR
PERIIEBREZHEECAAE
BARAA -

R-EBEERE+=-A=
+—BAKREMNTIXEKE

for in the financial statements were MEBERANBRREEN
as follows: BEAREENMT :
The group The company
rE ¥ YN
2005 2004 2005 2004
—EERF —_ZTTENF —_ZTTHFE —_TTOEF
$’000 $’000 $°000 $°000
Fir Fir Fi Fir
Contracted for BT 4 26,313 680 - -
Authorised but not BERE
contracted for BRETH - - = -
26,313 680 - -




(b) At 31 December 2005, the total

future minimum lease payments
under non-cancellable operating
leases in respect of properties are
payable as follows:

b)R=ZEBEERF+=ZA=

T—8  RETATHER
MEEHEERREN
MEREAENRAHN
T

The group The company
rEE P NN
2005 2004 2005 2004
—ETERE —TTME —TTHE —TTNF
$°000 $°000 $°000 $°000
Fr For For For
Within 1 year —FR 21,760 19,659 13,127 13.677
After 1 year but
within 5 years —FRESFR 23,580 35,533 18,967 24,981
45,340 55,192 32,094 38,658
Significant leasing arrangements in respect of MBBELEHERBE2ERME
land held under operating leases are described ExHE M3
in note 13.
Apart from these leases, the group is the lessee in MRZFHELNIN  AEEHEZE
respect of a number of properties held under $E?Jfﬁ‘«%ﬁf?—r7ﬁ2%¥27¥(
operating leases. The leases typically run for an A -ZEHEVSI—KAED
initial period of one to seven years, with an option —FELF KRB GEREH
to renew the lease when all terms are PEAEREEE  HENK

renegotiated. Lease payments are usually
increased every year to reflect market rentals.
None of the leases includes contingent rentals.

At 31 December 2004, the company had
commitment to make a further deposit of
US$3,000,000 (equivalent to $23,322,000) to a
bank under the long-term structured deposit
contract disclosed in note 18. However, this
contract was tferminated by the group

subsequent to the balance sheet date.

m*iiﬁmu&%ﬁ%ﬂ
cHEMTBRENRESE -

%:%%@iﬂ—:ﬁiﬂ'—
C ARRBRBEMEI8HEZ
EHREBATRANARER —
i #R 17 %8 41 17 51 3,000,000 7T
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In addition to the transactions and balances disclosed BRZEVBHRREM A HEEZ

elsewhere in these financial statements, the group R REEHIN - NEE D B H
enfered into the following material related party ATHEITTIRS °

fransactions.

Key management personnel remuneration FEEE A B M
Remuneration for key management personnel, FTEEBABZHM  BREINAT
including amounts paid to the company’s directors as AAREE(FERAMFE) EETES
disclosed in note 7 and certain of the highest paid HFREE 2B (HRMWFE8 WT ¢

employees as disclosed in note 8, is as follows:

2005 2004

—ETRF —ZETF

$°000 $°000

For For

Short-term employee benefits EHESRET 17,263 18,118
Retirement scheme conftributions RARETEI R 579 53
Share-based payments &1 AR 124 199
17,966 18,370

Total remuneration is included in “staff costs” (see note REBEMATE TRA]A (RHE

S(PY). 5(b)) °



Other material related party transactions

During the year, the group entfered info the following

fransactions with its related parties:

@) Sales to:

Fellow subsidiaries:
- Jung Yoon Textiles
(Private) Ltd
- Yujin Robot Co., Ltd
(formerly known as Gina
World Co., Ltd) (note)

Associate:
- Yuan Lin Toys (Suzhou) Co., Ltd

(i) Purchases from:

Fellow subsidiary:
- Jung Yoon Textiles
(Private) Ltd

Associate:
- Yuan Lin Toys (Suzhou) Co., Ltd

(i) Rental paid/payable to:

The ultimate holding company:
-C&HCo., Ltd

(iv) Processing fees paid/payable to:

Associate:
- Yuan Lin Toys (Suzhou) Co., Ltd

Note:

() HET:

R BAR :

— Jung Yoon Textiles
(Private) Ltd

— Yujin Robot Co., Ltd
(formerly known as
Gina World Co.,
Ltd) (Krit)

B

— M A (8M) BERAF

RER -
EES = PN

@i

HERBABALRS
R AR EEE BB A LTI
TR

— Jung Yoon Textiles

(Private) Ltd

R /NCTIE
— TARITA (F M)
BRAA
@iy B MRS
REERAT]
— C &H Co., Ltd
(WER/ERNIE -
RN I
— LRI A (FR )
BRAA

Yujin Robot Co., Ltd ceased to be a fellow subsidiary

on 2 December 2005 following its merger with a non-
related company. The balance of $3,204,000 due from
Yujin Robot Co., Ltd as at 31 December 2005 is
included under “trade and other receivables” in the

balance sheet.

2005 2004
—TTREF —ZTEONF
$°000 $'000

Fir Fir

794 935
12,279 10,898
13,073 11,833
2,618 4,240
773 -
33,108 27,901
7,038 5,438
5,609 10,149
Mf3E : Yujin Robot Co., Lid R =2

AF+-A-HH—MEE@EER
REaHETBARZWMEB AR -
Yujin Robot Co., Lid R =& =&
FF+_A=+—B2&#
3,204,000t EEEBBERBIEE
[ At BR 0 R EL A R WRIB L A ©



On 28 September 2005, C & H HK Corp., Ltd and J.Y.
Plasteel (Suzhou) Co., Ltd, two subsidiaries of the group
entered into a series of sales and purchase
agreements with a third party to acquire certain
tangible and intangible assets related to the business
of manufacturing fricycles, bicycles, scooters, infant
carts, plastic wheels and inline skates. The fangible
and infangible assets acquired include machinery and
equipment, moulds, frademarks, business logos,
patents and distribution channels. The total
consideration was US$3,000,000 (equivalent to
$§23,259,000). The acquisition was completed in
January 2006. Further details of the acquisition are set
out below:

RZEZERFALAZ=ZFTNE &%
EmEKEARFC & H HK Corp.,
Ltd}& J.Y. Plasteel (Suzhou) Co.,
Ltd. B — R B E=F M — RHE
Ea KWBEETERRHE=&
BE1TE - BikE 228 B
R EERMBRKEZBA ER
BE FKEZEELRELEESR
FERBELREE EE BE X5
B BENERDHEE - KB
#$3,000,0003 7T (188 #+23,259,000
L) c WHEEHECRZEZEF—A
TR o HAFFIEER ST

Fair value
AREE
$’000
Fir
Net assets acquired FFRBEEZRE
Non-current assefts: FEMBEE :
- Intangible assets - EREE 3,923
- Property, plant and equipment - WE - BELEEE 19,937
Net assets acquired ks & EFE 23,860
Discount on acquisition Uy B8 T3, (601)
23,259
Discharged by: B
Cash paid to vendor SRHFEHFZRSE 23,259

The inifial accounting for the acquisition has not been
finalised. This is the result of significant uncertainties
surrounding the valuation of property, plant and
equipment at acquisition date.

WEFEHEZNFEFTHARRE
B HERYE  BERRER
ZEERRBRFEEATEER
=



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

policies. Further details are disclosed in note 2.

At 31 December 2005, the directors consider the
parent and ultimate confrolling party of the group to
be C & H Co., Ltd., which is incorporated in the

Republic of Korea.

Notes 15, 25(a). 26 and 29 contain information about
the assumptions and their risk factors relating to
goodwill impairment, defined benefit retirement
obligations, fair value of share options granted and

financial instruments.

ETHERBFEAST KBS
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Up to the date of issue of these financial statements,
the HKICPA has issued the following amendments, new
standards and interpretations which are not yet

effective for the accounting period ending 31

D mf

Nﬁ?ﬂ@i@

E
N
AN

/;

i
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December 2005 and which have not been adopted

in these financial statements:

HKFRS 6

B I WA ERIE 65

HK(FRIC) 4

& (BB M BERE £
REZER)F

HK(IFRIC) 5

) (f‘f’%ﬂﬂ%#ﬁiﬁﬁﬁll
BRELZEE)ES

HK(IFRIC) 6

8 (BB 15 s 2 R
ﬂi%ﬁ;zx = ) %éﬁﬁ

HK(FRIC) 7

&8 (BB 15 el 2 R
REBZES®) —REFETR

Amendment to HKAS 19

FR G ENFE19REET

Exploration for and evaluation of
mineral resources
BEERMAKREMGE

Determining whether an arrangement
contains a lease
BE-—HZHEEEE

2HE

Rights fo inferests arising from
decommissioning, restoration and
environmental rehabilitation funds

RILEE - ERERRBREEES
P4 2 R

Liabilities arising from participating in
a specific market - Waste electrical
and electronic equipment

2EBEEMS - BEENRET
REFEEZEES

Applying the restatement approach under HKAS 29
Financial reporting in hyperinflationary
economies

BIEEB G ERE2R RERERIR
KERONMBERE I RAERE

Employee benefits - actuarial gains and
losses, group plans and disclosures
BETRMN-—IFEER  SEFEIREE

e R E EAS %ﬁiﬁﬁﬁ
ERMGUTHAREBE

Jr:)EJEﬂL*EHJ:%Eﬂ',HﬂFEEJ
f ET‘

A N B

Effective for

accounting periods
beginning on or after
RUTEHSHNEZ
ST HEMABRER

1 January 2006

1 December 2005

—ZEERF+ZA—H

1 March 2006



Amendment to HKAS 21

BB ERE 2157 EE]
Amendments to HKAS 39
BB ERIE 395 EE]

Amendments, as a
consequence of the

Hong Kong Companies
(Amendment) Ordinance
2005, to:

RIEE B R T (BET) &RH

2005 {2 {527 -

- HKAS 1

~ BEEHEAE S

- HKAS 27

- EEEHEAETHR

- HKFRS 3

— TEMBWE LR BN
HKFRS 7

BAEMBHREENFTR

Amendment to HKAS 1
capital disclosures
BB ERNEIRERT

The effects of changes in foreign exchange
rate - Net investment in a foreign operation
ELEHIYE - FIEHZREFE

Financial instruments:
[

Recognition and measurement:
- Cash flow hedge accounting of
forecast infragroup fransactions
- The fair value opfion
- Financial guarantee confracts

BRRAE

- BARENARMZ D2 RS RE
550 @+ B 52

- DREEZER

- HBREAD

Presentation of financial statements

MBHRERZD

Consolidated and separate financial statements
e KB IRk

Business combinations
EBE 0

Financial instruments: disclosures
Mg TA: K&

Presentation of financial statements:

MBRERZED : BEARE

Effective for

accounting periods
beginning on or after
RUT RS NEZ
ST HEBRENR

1 January 2006

—EERF-A—H

1 January 2006

1 January 2006
1 January 2006

—ZEERFE—A—H
—EERF—-—HA—AH
—EERF—-—H—H
1 January 2006
—EERFE—A—H
1 January 2006
—EERFE—A—H
1 January 2006

“EERF-A—H

1 January 2007
—EEELF—HF—H
1 January 2007

—EELF—HF—H



In addition, the Hong Kong Companies (Amendment)
Ordinance 2005 came into effect on 1 December 2005
and would be first applicable to the group’s financial

statements for the period beginning 1 January 2006.

The group is in the process of making an assessment
of what the impact of these amendments, new
standards and new interpretations is expected to be

in the period of initial application.
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Results
4

Turnover

Profit/(loss) from

operations

Finance costs
Share of profits less
losses of

associates

Profit/(loss)

before taxation

Income tax

Profit/(loss) for

the year

Attributable fo:
Equity shareholders
of the company

Minority inferests

Profit/(loss) for

the year

Earnings/(losses) per
share
- Basic
- Diluted

BXE

sERR (B1R)

BEKA

R NG

i F B R

BR Bt A
wH (BR)

g M

KEERF/
(B#8)

JE 1t -

AREBRR
LERRER

KEEHRN/
(B#R)

BRER,/ (BR)

- &K
- B3

2001 2002 2003 2004 2005
—TT-F _TE_F _TZT=F _TTNF _TELF
(restated) (restafed) (restated) (restated)
(E751) (25) (25) (25)
Note HKS'000 HKS'000 HKS'000 HKS'000 HK$°000
fii & BEFT  BEFrT EETr  B¥Tr  BEFx
830,893 910,370 931,847 1,158,107 1,040,444
105,330 124,671 135,410 62,869 (30,367)
(230) 3 (166) (830) (3,339)
- (483) (850) (142) 652
105,100 124,185 134,394 61,897 (33,054)
4 (6,580) (10,705) (13,639) (12,846) (3,416)
98,520 113,480 120,755 49,051 (36,470)
98,520 113,480 120,755 49,051 (36,348)
- - - - (122)
98,520 113,,480 120,755 49,051 (36,470)
3 HK$0.202  HKS$0.179  HKS$S0.185  HKS$S0.073  HK$(0.054)
N/A  HK$0.178  HKS$0.183  HK$0.073  HKS$(0.054)



Assets and liabilities
EEREE

Non-current assets

Fixed assets and
construction in
progress

Inferest in associates

Goodwill

Infangible assets

Other financial assefs

Deferred tax assets

Current assets

Current liabilities

Net current assets

Total assets less
current liabilities

Deferred tax liabilities

Other non-current
liabilities

NET ASSETS

FRBEE

BEEER
EEIRE

=

Py
=N

=
Tl

il

]

i)

EVEE

HioMBEE

EEHRBEE

RBEE

RBAE

RBEEFE

REERRBAE

ELHBRAE

HkRaaE

EERE

2001 2002 2003 2004 2005
2T —TT-F _TT=F _TTME _TTIHHF
(restated) (restated) (restated) (restated)
(27 (Z51) (Z51) (Z51)
Note HK$000 HKS’000 HKS'000 HKS’000 HKS'000
fif i BEFT EEFT EETT BEETT  EETR
89,477 90,200 99,411 120,442 158,359
- 4,198 4,596 809 1,483
(13,480) (11,978) 96,296 90,559 100,154
- - 11,313 12,180 12,505
- 78,000 62,104 88,022 94,859
4 172 4,743 4,750 5122 7,460
317,276 501,077 481,697 463,431 440,151
114,881 107,719 153,654 135,287 222,274
202,395 393,358 328,043 328,144 217,877
278,564 558,521 606,513 645,278 592,697
4 - 163 11 926 741
- 33,054 11,772 40,363 34,009
278,564 525,304 594,730 603,989 557,947




Notes to the five year summary:
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The HKICPA has issued a number of new and revised HKFRSs
that are effective or available for early adoption for
accounting periods beginning on or affer 1 January 2005.
Information on the changes in accounting policies resulting
from initfial application of these new and revised HKFRSs is
provided in note 2 to the financial statements. Figures for
2004 and 2005 have been adjusted for these new and revised
policies in accordance with the transitional provisions and as
disclosed in note 2. Earlier years have only been restated to
the extent that the new accounting policies are adopted

retrospectively as disclosed in note 2.

The summary of the results for the year ended 31 December
2001 has been extracted from the proforma unaudited
combined results disclosed on page 66 of the 2001 annual
report. The above financial information has been prepared
as if the group structure at the date of the listing of the
company’s shares on 7 February 2002 had been in existence
and remained unchanged throughout the above periods. The
summary of assets and liabilities as at 31 December 2001 has
been extracted from the consolidated balance sheet

included in the 2001 annual report.

The calculation of the basic earnings per share is based on
the combined profit atfributable to shareholders for the
relevant year and the weighted average of 385,611,546 and
487,500,000 shares in issue during the two years ended 31
December 2001 respectively, affer adjusting for the sub-
division of shares in December 2001 and the capitalisation
issue of shares subsequent to the year ended 31 December

2001, as disclosed in note 26 to the 2002 financial statements.

Hong Kong Statement of Standard Accounting Practice No.
12 (revised) “Income taxes” was first effective for accounting
periods beginning on or after 1 January 2003. In order fo
comply with this revised statement, the group adopted a new
accounting policy for deferred tax in 2003. The financial
information for the year 2002 has been adjusted. However, it
is not practicable to restate the financial information for the

earlier years for comparison purposes.
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NOTICE IS HEREBY GIVEN that the Annual General Meeting
of Dream International Limited will be held at Pacific Room

I, Towers Wing, 9/F., The Royal Pacific Hotel and Towers

Hong Kong, 33 Canton Road, China Hong Kong City,

Tsimshatsui, Kowloon, Hong Kong on 26 May 2006 at 10:30

a.m. for the following purposes:

Ordinary Business

1. To receive and adopt the Audited Accounts of the

Company for the year ended 31 December 2005 and

the reports of the Directors and Auditors thereon.

2. To re-elect Directors.

3. To approve the Directors’ remuneration for the year

ended 31 December 2005 and authorise Directors to

fix the Directors’ remuneration for the year ending 31
December 2006.

4,  To re-appoint KPMG as Auditors and authorise the

Directors to fix their remuneration.

Special Business

5. To consider and, if thought fit, pass the following

resolutions as Ordinary Resolutions:-

(1) “THAT:

®

@i

subject to paragraph (i) below, the exercise
by the Directors of the Company during the
Relevant Period (as hereinafter defined) of
all the powers of the Company to allot, issue
or otherwise deal with any unissued shares in
the capital of the Company and to make or
grant offers, agreements, options and other
rights or issue warrants which may require
the exercise of such powers be and is hereby
generally and unconditionally approved;

the approval in paragraph (i) above shall
authorise the Directors of the Company
during the Relevant Period to make or grant
offers, agreements and/or options which
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)

may require the exercise of the powers of
the Company referred to in that paragraph
at any time during or affer the end of the
Relevant Period;

the aggregate nominal amount of unissued
shares in the capital of the Company which
may be allotted, issued or otherwise dealt
with by the Directors of the Company during
the Relevant Period pursuant to paragraph
(i) above, otherwise than pursuant to a
Rights Issue or the exercise of subscription
rights attaching to any warrants issued by
the Company, shall not exceed the
aggregate of 10 per cent. of the aggregate
nominal amount of shares in the capital of
the Company in issue as at the date of
passing this resolution;

(iv) for the purpose of this resolution:

(a) “Relevant Period” means the period
from the passing of this resolution unfil
whichever is the earlier of:

(1) the conclusion of the next annual
general meeting of the Company;

(2) the expiration of the period within
which the next annual general
meeting of the Company is
required by the articles of
association of the Company or by
law to be held; and

(3) the revocation or variation of the
authority given under this resolution
by an ordinary resolution of the
shareholders of the Company in
general meeting; and

(iii)

@iv)
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(b) "Rights Issue” means an offer of shares in
the capital of the Company, or an offer
of warrants, options or other securities
giving rights to subscribe for shares in
the capital of the Company, open for
a period fixed by the Directors of the
Company, to holders of shares in the
capital of the Company whose names
appear on the Register of Members of
the Company on a fixed record date in
proportion to their holdings of shares
(subject to such exclusions or other
arrangements as the Directors of the
Company may deem necessary or
expedient in relation to fractional
entitlements or having regard tfo any
restrictions or obligations under the laws
of or the requirements of any

recognised regulatory body or any

stock exchange).”

"THAT:

®

@i

subject to paragraphs (i) and (i) below, the
exercise by the Directors of the Company
during the Relevant Period (as hereinafter
defined) of all the powers of the Company
to purchase Shares on The Stock Exchange
of Hong Kong Limited be and is hereby
generally and unconditionally approved;

the aggregate nominal amount of Shares
which may be purchased pursuant to the
approval in paragraph (i) above shall not
exceed 10 per cent. of the aggregate
nominal amount of the share capital of the
Company in issue at the date of passing this
Resolution, and the said approval shall be
limited accordingly;
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(iiiy for the purpose of this Resolution:

(a) “Relevant Period” means the period
from the passing of this Resolution until
whichever is the earlier of:

(1) the conclusion of the next Annual
General Meeting of the Company;

(2) the expiration of the period within
which the next Annual General
Meeting of the Company is
required by the articles of
association of the Company or by
law to be held;

(3) the revocation or variation of the
authority given under this

Resolution by an ordinary
resolution of the shareholders in

general meeting; and

(b) “Shares” means shares of all classes in
the capital of the Company and
warrants and other securities issued by
the Company which carry a right to
subscribe or purchase shares of the
Company.”

"THAT the general mandate granted tfo the
Directors of the Company to exercise the powers
of the Company to allot, issue and otherwise deal
with shares in the capital of the Company and to
make or grant offers, agreements, options and/
or warrants which might require the exercise of
such powers pursuant to Resolution 5(1) above
be and is hereby extended by the addition fo
the total nominal amount of share capital which
may be allotted or agreed conditionally or
unconditionally fo be allotted by the Directors of
the Company pursuant to such general mandate

an amount representing the total nominal
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amount of shares in the capital of the Company
purchased by the Company pursuant to the
exercise by the Directors of the Company in
accordance with Resolution 5(2) above of the
powers of the Company to purchase such shares,
provided that such amount shall not exceed 10
per cent. of the aggregate nominal amount of
the share capital of the Company in issue at the
date of passing this Resolution.” (Note )

To consider and, if thought fif, pass the following

resolution as a Special Resolution:-

“THAT the Articles of Association of the Company be

and are hereby amended in the following manner:

M

@

by deleting the word “annual” in the second
sentence of Article 92;

by deleting the existing Article 101 in its entirety
and substituting therefor with the following new
Article 101:

*At each annual general meeting one-third of
the Directors for the time being, or, if their number
is not three or a multiple of three, then, the
number nearest to but not less than one-third,
shall retire from office by rotation provided that
notwithstanding anything herein, every Director,
including those appointed for a specific term,
shall be subject to retirement by rotation at least
once every three years or within such other
period as the Stock Exchange of Hong Kong may
from time to time prescribe or within such other
period as the laws of such jurisdiction applicable
to the Company may prescribe. The Directors to
retire in every year shall be those who have been
longest in office since their last election but as
between persons who became Directors on the
same day those to retire shall (unless they
otherwise agree beftween fthemselves) be
determined by lot. The retiring Directors shall be
eligible for re-election.”; and

£ MARRBERRABES
R EXESQBRFERTE
RRABEEARRARAS D
MWD MBEE A B ®E
BHEE  EZBEIEEBAR
RRABRBEAHARE D #
TTRAEERTENI0% - | (H
i)

NEBIBBEBRBTIRERSR

PR

(B3 : AREABERARIATS
77 BT

() MBREAGE =0 B4
—#

@ ZEMBREFZFEI0E - WAT
B B 10TR AL

MEBERRAFASEL  BF
EFRB =0 —Z ANBAGE
RE BEFARALIF==H=
ZEE - ANREEET IR
=N ABZEZARKER
T ERWmUILEABAAZE
RE  BUEE(BEAEE
THZER) ARLB=F%F
OB X PT BEAR TE 2 H Al AR
SE AR AR B Z RDERE R
BRREZHMEE A& ERE
—R-WEREZEEFKBEE
BEEERETREFT TR
MAWmEREZES > MRF
AESEETZES Bl
BHARE BRIFRERL BT
ERWE)  REEEHTA?
REREE -] &



(3) by deleting the word “special” in the first line of

Article 107 and substituting therefor with the word

"o

“ordinary”.

By order of the Board
Kyoo Yoon Choi
Chairman

Hong Kong, 27 April 2006

Notes:
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(i)
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This resolution will be proposed to members for approval
provided that resolutions 5(1) and 5(2) are passed by the

members.

A member entitled to attend and vote at the above meeting
shall be enfitled to appoint more than one person as his proxy,
to attend and vote for him in accordance with the Articles of

Association of the Company. A proxy need not be a member.

In the case of joint holders of a share the vote of the senior
who tenders a vote, whether in person or by proxy, shall be
accepted to the exclusion of the votes of the other joint
holders and for this purpose seniority shall be determined by
the order in which the names stand in the register in respect

of the joint holding.

To be valid, a form of proxy and the power of afttorney or
other authority (if any) under which it is signed (or a notarially
certified copy thereof) must be deposited at 8th Floor, Tower
5, China HK City, 33 Canton Road, Tsimshatsui, Kowloon, Hong
Kong not less than 48 hours before the time appointed for the

holding of the above meeting or any adjournment thereof.

The Register of Members will be closed from 23 May 2005 to
26 May 2005, both dates inclusive, during which period no

share transfers can be registered.
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