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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(y)

(2)

Income tax (continued)

Deferred tax assets are recognised for all deductible temporary differences, carryforward of unused
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carryforward of unused tax credits and
unused tax losses can be utilised, except:

o where the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss;
and

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

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

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant
will be received and all attaching conditions will be complied with. Where the grant relates to a non-
current asset, the fair value is included in non-current liabilities as deferred income. Deferred income
is credited to the consolidated income statement on a straight-line basis over the lease term of the
associated assets.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(aa)

(ab)

Revenue recognition

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

the revenue can be measured reliably.

Income from the sale of goods is recognised when significant risks and rewards of ownership have

been transferred to the buyer, provided that the Group maintains neither managerial involvement to

the degree usually associated with ownership, nor effective control over the goods sold.

Interest income is recognised on an accrual basis using the effective interest method by applying

the rate that discounts the estimated future cash receipts through the expected life of the financial

instrument to the net carrying amount of the financial asset.

Income from the trading of securities is recognised on the date when the transaction takes place.

Employee benefits

(i)

Share option scheme

The Group operates a share option scheme (the “Share Option Scheme”) for the purpose of
providing incentives and rewards to eligible participants who contribute to the success of the
Group's operations. Employees (including directors) of the Group receive remuneration in the
form of share-based payment transactions, whereby employees render services as consideration
for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value
at the date at which they are granted. The fair value is determined by using a binomial model,
further details of which are given in note 35 to the financial statements. In valuing the granting
of share options, no account is taken of any performance conditions, other than conditions
linked to the historical price of the shares of the Company (“market conditions”), if applicable.

The cost of equity-settled transactions is recognised, together with a corresponding increase in
equity, over the period in which the performance and/or service conditions are fulfilled, ending
on the date on which the relevant employees become fully entitled to the award (the “vesting
date”). The cumulative expense recognised for equity-settled transactions at each balance sheet
date until the vesting date reflects the extent to which the vesting period has expired and the
Group's best estimate of the number of equity instruments that will ultimately vest. The charge
or credit to the consolidated income statement for a period represents the movement in the
cumulative expense recognised as at the beginning and end of that period.

The dilutive effect of outstanding options is reflected as additional share dilution in the
computation of earnings per share.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(ab)

(ac)

(ad)

Employee benefits (continued)

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

(ifi) Pension schemes

The Group operates a defined contribution Mandatory Provident Fund retirement benefit
scheme (the “MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance for
those employees who are eligible to participate in the MPF Scheme. Contributions are made
based on a percentage of the employees’ basic salaries and are charged to the consolidated
income statement as they become payable in accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully with the employees when
contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in Mainland China are required to
participate in a central pension scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage of their payroll costs to the central
pension scheme. The contributions are charged to the consolidated income statement as they
become payable in accordance with the rules of the central pension scheme.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
i.e., assets that necessarily take a substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation of such borrowing costs ceases
when the assets are substantially ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs capitalised.

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits
within the equity section of the balance sheet, until they have been approved by the shareholders in a
general meeting. When these dividends have been approved by the shareholders and declared, they are
recognised as a liability.

Interim dividends are simultaneously proposed and declared. Consequently, interim dividends are
recognised immediately as a liability when they are proposed and declared.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(ae)

(af)

(ag)

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker of the Group, which is considered as the Group's executive team,
comprising all executive directors and headed by the Managing Director. The chief operating decision-
maker is responsible for allocating resources and assessing performance of the operating segments
based on the entity-wide financial information.

Foreign currencies

These consolidated financial statements are presented in Hong Kong dollars, which is the Company’s
functional and presentation currency. Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity are measured using that functional
currency. Foreign currency transactions are initially recorded using the functional currency rates ruling
at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
are retranslated at the functional currency rates of exchange ruling at the balance sheet date. All
differences are taken to the consolidated income statement. Non-monetary items that are measured
in terms of historical cost in a foreign currency are translated using the exchange rates at the dates of
the initial transactions. Non-monetary items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was determined.

The functional currencies of certain overseas subsidiaries and jointly-controlled entities and associates
are currencies other than the Hong Kong dollar. As at the balance sheet date, the assets and liabilities
of these entities are translated into the presentation currency of the Company at exchange rates
ruling at the balance sheet date and their income statements are translated into Hong Kong dollars
at the weighted average exchange rates for the year. The resulting exchange differences are included
in the exchange fluctuation reserve. On disposal of a foreign entity, the deferred cumulative amount
recognised in equity relating to that particular foreign operation is recognised in the consolidated
income statement.

For the purpose of the consolidated cash flow statement, the cash flows of overseas subsidiaries
are translated into Hong Kong dollars at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries which arise throughout the year are translated
into Hong Kong dollars at the weighted average exchange rates for the year.

Financial guarantee

Financial guarantee contracts are contracts that require the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payments when due,
in accordance with the terms of a debt instrument. Such financial guarantees are given to banks,
financial institutions and other bodies on behalf of subsidiaries to secure loans, overdrafts and other
banking facilities.

Financial guarantees are initially recognised in the financial statements at fair value on the date the
guarantee was given. Subsequent to initial recognition, the Company’s liabilities under such guarantees
are measured at the higher of the initial amount, less amortisation of fees recognised in accordance
with HKAS 18, and the best estimate of the amount required to settle the guarantee. These estimates
are determined based on experience of similar transactions and history of past losses, supplemented
by the judgement of management. The fee income earned is recognised on a straight-line basis over
the life of the guarantee. Any increase in the liability relating to guarantees is reported in the income
statement.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The presentation of the Group’s consolidated financial statements requires management to make estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the reporting date. However, uncertainty about these assumptions and
estimates could result in outcomes that could require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

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

()

(i)

(iii)

(iv)

Current and deferred taxation

The Group is subject to income taxes in several jurisdictions. Significant judgement is required in
determining the provision for income taxes in each of these jurisdictions. There are many transactions
and calculations for which the ultimate tax determination is uncertain. Where the final tax outcome of
these matters is different from the amounts that were initially recorded, such differences will impact
the current and deferred tax assets and liabilities in the periods in which such determination are made.

Deferred tax assets relating to certain temporary differences and tax losses are recognised as
management considers it is probable that future taxable profit will be available against which the
temporary differences or tax losses can be utilised. Significant management judgement is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax planning strategies. Where the expectation is
different from the original estimate, such differences will impact the recognition of deferred tax assets
and taxation in the periods in which such estimates are changed. Further details are contained in note
32 to the consolidated financial statements.

Useful lives and residual values of property, plant and equipment and intangible assets

The Group’s management determines the estimated useful lives, and related depreciation and
amortisation charges for its property, plant and equipment and intangible assets. This estimate is based
on the historical experience of the actual useful lives of property, plant and equipment and intangible
assets of similar nature and functions. Management will increase the depreciation and amortisation
charges where useful lives are less than previously estimated lives. It will write-off or write-down
technically obsolete or non-strategic assets that have been abandoned or sold. Actual economic lives
may differ from estimated useful lives. Periodic review could result in a change in depreciable and
amortisation lives and therefore depreciation and amortisation expense in future periods.

Estimated provision for inventories

Inventories are written down to net realisable value based on an assessment of the realisability of
inventories. Write downs on Inventories are recorded where events or changes in circumstances indicate
that the balances may not be realised. The identification of write-downs requires the use of judgement
and estimates. Where the expectation is different from the original estimate, such difference will
impact the carrying value of inventories and write-downs of inventories in the periods in which such
estimate has been changed.

Estimated impairment of receivables

The Group makes provision for impairment of receivables based on an assessment of the recoverability
of the receivables. Provisions are applied to receivables where events or changes in circumstances
indicate that the balances may not be collectible. The identification of impairment of receivables
requires the use of judgement and estimates. Where the expectations are different from the original
estimates, such differences will impact the carrying value of receivables and loss for the impairment of
receivable is recognised in the years in which such estimates have been changed.
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SEGMENT INFORMATION

The Group's executive team, comprising all executive directors and headed by the Managing Director, is
considered as the Chief Operating Decision Maker (“CODM"). The CODM reviews the performance of the

Group on a regular basis.

As over 90% of the Group's business operations relate to the manufacturing, selling and distribution of
electronic components, namely Aluminum Electrolytic Capacitors, the CODM makes decisions about resources
allocation and performance assessment based on the entity-wide financial information. Accordingly, there
is only one single reportable segment for the Group. Set out below is a summary list of key performance

indicators reviewed by CODM on a regular basis:

Revenue

Gross profit
Gross profit margin (%)

EBITDA (note i)
EBITDA margin (%)

Operating expenses (note ii)
Operating expenses/Revenue (%)

Profit for the year
Net profit margin (%)

Total assets
Equity attributable to equity holders of the Company

Inventories
Inventory days

Trade receivables
Trade receivable days

Trade payables
Trade payable days

Total interest-bearing debts
Cash and cash equivalents — balance sheet
Net debts

Net debts to equity ratio (%)

2009
HK$’000

1,001,258

227,553
22.7%

187,897
18.8%

155,328
15.5%

78,206
7.8%

1,862,419

1,034,027

219,969
104

296,781
108

151,989
72

532,931

364,427

168,504

16.3%

note i: EBITDA represents the earnings before interest, taxes, depreciation and amortisation.

2008
HK$'000

1,285,535

246,048
19.1%

211,825
16.5%

202,800
15.8%

90,197
7.0%

2,077,490

954,127

305,898
107

278,556
79

182,987
64

775,283

406,466

368,817

38.7%

note ii: Operating expenses represent the expenditure that the Group incurs as a result of performing its normal business
operations, including the selling and distribution costs and administrative expenses.
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5 SEGMENT INFORMATION (CONTINUED)

The following table presents the revenue and non-current assets of the Group by geographical segments:

Revenue
For the year ended 31 December is as follows:

2009 2008
HK$’'000 HK$'000
Hong Kong 157,359 135,841
Mainland China 394,183 342,745
Taiwan 93,566 491,741
Southeast Asia 220,094 170,595
Korea 32,585 31,667
United States 22,392 32,657
Europe 17,481 46,863
Other countries 63,598 33,426
Total 1,001,258 1,285,535
Non-current assets (exclude deferred tax assets)
2009 2008
HK$’'000 HK$'000
Hong Kong 16,262 47,879
Mainland China 807,414 829,331
Other countries 39,517 35,889
Total 863,193 913,099

Revenue of approximately HK$135,925,000 (2008: HK$232,613,000) is derived from a single external
customer.
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Notes to the Consolidated Financial Statements

REVENUE, OTHER INCOME AND OTHER GAINS/(LOSSES), NET

Revenue, which is also the Group’s turnover, represents the net invoiced value of goods sold, after allowances
for trade returns and discounts.

An analysis of revenue, other income and other gains/(losses), net is as follows:

2009 2008
HK$'000 HK$'000
Revenue
Manufacture and trading of electronic components 992,130 1,272,989
Trading of raw materials 9,128 12,546
1,001,258 1,285,535
Other income
Refund of value-added taxes 2,886 -
Subsidies from PRC government 1,464 -
Insurance compensation - 77,881
Dividend income from available-for-sale investments - 444
Others 2,148 3,587
6,498 81,912
Other gains/(losses), net
Gain on disposal of an investment property 500 7,752
Fair value loss on derivative instruments (305) (2,468)
Foreign exchange differences, net 3,477 (12,967)
Others - (243)
3,672 (7,926)
FINANCE COSTS
2009 2008
HK$'000 HK$'000
Interest expense on bank loans repayable within five years 12,348 27,352
Interest on finance leases - 10
12,348 27,362
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8 FINANCE INCOME

2009
HK$'000
Interest income from loan to jointly-controlled entities 2,208
Interest income from term deposits and bank balances 2,321
4,529
9 OPERATING PROFIT
The Group’s operating profit is arrived at after charging/(crediting) the following:
Notes 2009
HK$'000
Employee benefit expense (including directors’
remuneration (note (10)):
Wages and salaries 105,589
Pension scheme contributions 6,236
111,825
Cost of inventories sold (include raw materials and
consumables used and changes in inventories of
finished goods and work in progress) 535,438
Auditors’ remuneration
Audit services 1,660
Non-audit services 393
Depreciation for property, plant and equipment 16 89,373
Amortisation of prepaid land premium 18 2,061
Amortisation of other intangible assets 19 170
Loss/(gain) on disposal of property, plant and equipment 4
Lease payments under operating leases for
land and buildings 15,558
Impairment of available-for-sale investments 25 S
(Reversal of impairment)/impairment of inventories (19,777)
Impairment of trade receivables, net 10,981
Fair value (gain)/loss on financial assets at fair value
through profit or loss (45)
Realised (gain)/loss on disposal of
available-for-sale investments, net (266)
Deferred income recognised as income (1,299)
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2008
HK$'000

1,537
11,360

12,897

2008
HK$'000

142,013
12,628

154,641

790,756

1,980
1,477
75,724
1,613
3
(145)

29,701
1,271
14,915
9,517

81

224
(1,350)
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DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant to the Appendix 14 of the rules governing the listing

of securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and Section 161 of the Hong

Kong Companies Ordinance, is as follows:

2009

HK$'000

Fees 990
Other emoluments:

Salaries and allowances 8,421

Discretionary bonuses 5,069

Pension scheme contributions 48

Total directors’ remuneration 14,528

(a) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2009

HK$'000

Mar, Selwyn 330
Li Sau Hung, Eddy 330
Lo Kwok Kwei, David 330
990

2008
HK$'000

990

10,460
5,053
49

16,552

2008
HK$'000

330
330
330

990

There were no other emoluments payable to the independent non-executive directors during the year

(2008: Nil).
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10 DIRECTORS’ REMUNERATION (CONTINUED)

(b) Executive directors

Pension

Salaries and Discretionary scheme Total
allowances bonuses contributions remuneration
HK$'000 HK$'000 HK$'000 HK$'000

2009

Executive directors:

Kee Chor Lin 3,019 4,080 12 7,111
Chan Yu Ching, Eugene 2,825 340 12 3,177
Tso Yan Wing, Alan 1,680 280 12 1,972
Ko Pak On 897 369 12 1,278
8,421 5,069 438 13,538

2008

Executive directors:

Chan Ho Sing 4,537 4,000 10 8,547
Kee Chor Lin (Note (a)) 477 64 3 544
Chan Yu Ching, Eugene 2,869 340 12 3,221
Tso Yan Wing, Alan 1,680 280 12 1,972
Ko Pak On 897 369 12 1,278
10,460 5,053 49 15,562

Note:
(a) Ms. Kee Chor Lin was appointed as director of the Company on 10 October 2008. Remuneration payable

subsequent to this date was included as directors’ remuneration for the year ended 31 December 2008.
No remuneration has been paid by the Group to the directors as an inducement to join or upon joining

the Group, or as compensation for loss of office. None of the directors waived or agreed to waive any
remuneration during the year (2008: Nil).
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FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included four (2008: three) directors, details of whose
remuneration are set out in note 10 above.

For the year ended 31 December 2008, only a portion of the remuneration of Ms. Kee Chor Lin was
considered as directors’ remuneration as set out in note 10 and she is considered one of the five highest paid
employees in 2008, her full year’s remuneration including the portion disclosed in note 10 has been included
in this disclosure note.

Details of the remuneration of the remaining one (2008: two) highest paid employees for the year are as

follows:
2009 2008
HK$’'000 HK$'000
Salaries and allowances 1,273 3,252
Discretionary bonuses 49 329
Pension scheme contributions 12 24
1,334 3,605

The number of non-director, highest paid employees, whose remuneration fell within the following bands is as

follows:
Number of employees
2009 2008
HK$1,000,000 to HK$1,500,000 1 1
HK$2,000,001 to HK$2,500,000 - 1
1 2

No remuneration has been paid by the Group to the five highest paid individuals as an inducement to join
or upon joining the Group, or as compensation for loss of office. None of the five highest paid individuals
waived or agreed to waive any remuneration during the year (2008: Nil).
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12 TAX

Hong Kong profits tax has been provided at the rate of 16.5% (2008: 16.5%) on the estimated assessable
profits arising in Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at
the rates of tax prevailing in the jurisdictions in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

2009 2008
HK$'000 HK$'000

Charge for the year:

Current:

Hong Kong 918 2,415
Mainland China 6,846 12,573
Overseas - (6)
Under/(over) provision in prior years 895 (25)
8,659 14,957
Deferred (note 32) (2,920) 1,969
Total tax charge for the year 5,739 16,926

In accordance with the relevant tax rules and regulations in Mainland China, certain of the Company’s
subsidiaries in Mainland China enjoy tax exemptions. Certain subsidiaries in Mainland China are subject to
income taxes at applicable rates ranging from 12.5% to 25%.

The tax affairs of certain subsidiaries of the Group for prior years were under review by the Hong Kong Inland
Revenue Department (the “IRD”). In connection with the review by the IRD, notices of assessments were
issued to the subsidiaries of the Group for the years from 1998 to 2001 and objections were lodged with the
IRD. Tax reserve certificates of HK$8,480,000 (the “TRC") were purchased in 2007 and 2008.

On 21 January 2010, the Group received a net refund of HK$5,472,000 from the IRD for the TRC. The
relevant provision had been fully made in 2009 and the case was fully settled on 5 March 2010.
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TAX (CONTINUED)

A reconciliation of the tax expense applicable to profit before tax using the statutory rates for the countries/

jurisdictions in which the Company and the majority of its subsidiaries are domiciled to the tax expense at the

effective tax rates is as follows:

Profit before tax

Tax at the statutory tax rate

Lower tax rate for specific local authority

Profits attributable to jointly-controlled
entities and an associate

Effect on opening deferred tax of
decrease in rates

Income not subject to tax

Reversal of deferred tax liabilities upon
disposal of investment properties

Expenses not deductible for tax

Under provision in previous year

Effect of withholding tax on
the distributable profits of
the Group’s PRC subsidiaries

Tax losses utilised from previous periods

Tax losses not recognised

Tax charge at the Group’s effective rate

2009
HK$'000

83,945

18,709
(4,181)

(2,433)

(5,638)

(3,077)
1,852
895

(2,823)

2,435

5,739

%

22.3

6.8

2008

HK$'000

107,123

22,783
(9,830)

7,492
61

(15,212)

7,719

2,799
(2,385)
3,499

16,926

%

21.3

15.8

The share of tax attributable to jointly-controlled entities and an associate amounting to HK$2,433,000 tax
charge (2008: HK$7,492,000 tax credit) is included in “Share of results of jointly-controlled entities” and
“Share of results of an associate” on the face of the consolidated income statement.
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12

13

14

15

TAX (CONTINUED)

The tax (charge)/credit relating to components of other comprehensive income is as follows:
2009 2008

Before tax Tax After tax  Before tax Tax After tax
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Fair value gains:

— Buildings 9210 (157) 753 84 (84) -
— Available-for-sale
investments - - - (4,218) - (4,218)
Currency translation
differences 4,791 - 4,791 65,803 - 65,803

Share of other
comprehensive income of
a jointly-controlled entity - - - 1,584 - 1,584

Other comprehensive
income 5,701 (157) 5,544 63,253 (84) 63,169

Deferred tax (note 32) (157) (84)

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

The profit for the year attributable to equity holders of the Company is dealt with in the financial statements
of the Company to the extent of a loss of HK$1,464,000 (2008: a profit of HK$19,295,000).

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the profit for the year attributable to ordinary
equity holders of the Company of HK$78,656,000 (2008: HK$90,197,000), and the weighted average of
478,167,000 (2008: 478,035,000) ordinary shares in issue during the year.

The diluted earnings per share for the year ended 31 December 2008 and 31 December 2009 was the
same as the basic earnings per share for the respective years as the Company’s share options and warrants
outstanding during the years were anti-dilutive potential ordinary shares.

DIVIDENDS
2009 2008
HK$’000 HK$'000
Interim — HKO.5 cent (2008: HK3.0 cents) per ordinary share 2,391 14,343
Proposed final — HK2.0 cents (2008: HKO.5 cent) per ordinary share 9,568 2,390
11,959 16,733

The proposed final dividend for the year is subject to the approval of the Company’s shareholders at the
forthcoming annual general meeting.
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PROPERTY, PLANT AND EQUIPMENT

Group

2009

At 1 January 2009:
Cost or valuation
Accumulated depreciation

Net carrying amount

At 1 January 2009, net of
accumulated depreciation
Additions
Disposals
Surplus on revaluation
Depreciation provided

during the year
Transfers
Exchange realignment

At 31 December 2009,
net of accumulated
depreciation

At 31 December 2009:
Cost or valuation
Accumulated depreciation

Net carrying amount

Analysis of cost or valuation:

At cost
At 2009 valuation

Buildings
HK$'000

114,732

114,732

114,732
8,652

910
(4,482)

1,149
165

121,126

121,126

121,126

121,126

121,126

Machinery
and
equipment
HK$'000

787,467
(287,415)

500,052

500,052
26,108

(76,497)
(729)
736

449,670

814,007
(364,337)

449,670

814,007

814,007

Furniture
and
fixtures
HK$'000

31,413
(16,522)

14,891

14,891
490
4

(4,062)
(258)
23

11,080

31,164
(20,084)

11,080

31,164

31,164

Motor

vehicles improvements
HK$'000 HK$'000
11,594 66,884
(6,793) (26,960)
4,801 39,924
4,801 39,924
539 4,150
(1,796) (2,536)

5 61

3,549 41,599
12,147 71,109
(8,598) (29,510)
3,549 41,599
12,147 71,109
12,147 71,109

Leasehold Construction

in progress
HK$'000

3,512

3,512

3,512
498

(162)

3,854

3,854

3,854

3,854

3,854

Total
HK$'000

1,015,602
(337,690)

677,912

677,912

40,437

4)
910

(89,373)

996

630,878

1,053,407
(422,529)

630,878

932,281
121,126

1,053,407
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PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Group

2008

At 1 January 2008:
Cost or valuation
Accumulated depreciation

Net carrying amount

At 1 January 2008, net of
accumulated depreciation
Additions
Acquisition from business

combination (note 37)
Disposals
Surplus on revaluation
Depreciation provided
during the year

Transfer from prepayments,

deposits and other
receivables

Transfer

Exchange realignment

At 31 December 2008,
net of accumulated
depreciation

At 31 December 2008:
Cost or valuation
Accumulated depreciation

Net carrying amount

Analysis of cost or valuation:

At cost
At 2008 valuation

Buildings
HK$'000

76,260

76,260

76,260

84

(4,652)

34,305
8,735

114,732

114,732

114,732

114,732

114,732

Machinery
and
equipment
HK$'000

637,498
(238,037)

399,461

399,461
69,686

32,928
(2,105)

(62,893)

18,098
26,302
18,575

500,052

787,467
(287,415)

500,052

787,467

787,467

Furniture
and
fixtures
HK$'000

29,104
(13,443)

15,661

15,661
2,934

14,891

31,413
(16,522)

14,891

Motor
vehicles
HK$'000

11,328
(6,248)

5,080

5,080
1,177

(266)

(1,786)

596

4,801
11,594
(6,793)

4,801

11,594

11,594
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Leasehold  Construction

improvements
HK$'000

58,244
(21,322)

36,922

36,922
5,003

(201)

(2,230)

430

39,924

66,884

(26,960

39,924

66,884

66,884

in progress
HK$'000

41,235

41,235

41,235
20,692

(60,607)
2,192

3,512

3,512

3,512

3,512

3,512

Total
HK$'000

853,669
(279,050)

574,619

574,619
99,492

32,928
(2,632)
84

(75,724)

18,098

31,047

677,912

1,015,602
(337,690)

677,912

900,870
114,732

1,015,602



16

17

18

Notes to the Consolidated Financial Statements

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The Group had no property, plant and machinery held under finance leases at 31 December 2009 (2008:
HK$367,000).

The Group’s buildings were revalued individually on 31 December 2009 by BMI Appraisals Limited,
independent professionally qualified valuers, at an aggregate open market value of HK$121,126,000. A
revaluation gain totalling HK$910,000, resulting from the above valuations, has been credited to the relevant
asset revaluation reserve. Had these buildings been carried at historical cost less accumulated depreciation
and impairment losses, their carrying values would have been approximately HK$114,197,000 (2008:
HK$106,009,000).

INVESTMENT PROPERTIES

Group
2009 2008
HK$'000 HK$'000
Carrying amount at 1 January 29,500 71,000
Disposal (29,500) (35,400)
Net loss from fair value adjustment - (6,100)
Carrying amount at 31 December - 29,500

The Group’s investment property as at 31 December 2008 was situated in Hong Kong and was held under
medium term leases.

PREPAID LAND PREMIUM

Group

2009 2008

HK$'000 HK$'000

Carrying amount at 1 January 97,576 93,750

Amortised during the year (2,061) (1,613)

Exchange realignment 140 5,439

Carrying amount at 31 December 95,655 97,576
Current portion included in prepayments, deposits

and other receivables - (2,059)

Non-current portion 95,655 95,517
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PREPAID LAND PREMIUM (CONTINUED)

An analysis of the Group’s leasehold land is as follows:

Medium term leases:
Hong Kong
Mainland China

OTHER INTANGIBLE ASSETS

Group

At 1 January 2008
Cost
Accumulated amortisation

Net carrying amount

At 1 January 2008, net of accumulated amortisation
Amortisation provided during the year
Exchange realignment

At 31 December 2008, net of accumulated amortisation

At 31 December 2008
Cost
Accumulated amortisation

Net carrying amount
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Group
2009 2008
HK$’000 HK$'000
7,929 8,138
87,726 89,438
95,655 97,576
Technology
know-how
HK$'000
1,319
(1,315)
4
4
(3)
(M
1,319

(1,319)
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OTHER INTANGIBLE ASSETS (CONTINUED)

Group

At 1 January 2009, net of accumulated
amortisation
Additions
Amortisation provided during the year

At 31 December 2009, net of accumulated
amortisation

At 31 December 2009
Cost
Accumulated amortisation

Net carrying amount

Goodwill
HK$'000

378

378

378

378

Technology
know-how
HK$'000

3,407
(170)

3,237

4,726

(1,489)

3,237

Total
HK$'000

3,785
(170)

3,615

5,104

(1,489)

3,615

As at 31 December 2009, management of the Group is of the view that there was no impairment of goodwill.

INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost
Due from subsidiaries
Due to subsidiaries

Company

2009
HK$'000

63,823
593,021
(59,675)

597,169

2008
HK$'000

63,823
758,629
(59,870)

762,582

The amounts due from and to subsidiaries are included in the Company’s current assets and current liabilities,

respectively. They are unsecured, interest-free and have no fixed terms of repayment.
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INTERESTS IN SUBSIDIARIES (CONTINUED)

Particulars of the principal subsidiaries are as follows:

Name

Dongguan Manixon New
Materials and

Place of
incorporation/
registration and
operations

People’s Republic
of China/
Mainland China

Components Company
Limited (Formerly known as
Dongguan Ostor-Samxon
Electronics Co. Ltd.) #*

Jiangxi Telexon Electronics  People’s Republic

Company Limited #*

Johnstone International
Limited

Long Trade (Macao
Commercial Offshore)
Limited*

Man Fat International
Trading (Shanghai)
Co., Ltd.**

Man Jin Electronics
(Shenzhen) Company
Limited**

Man Yue Electronics
Company Limited

of China/
Mainland China

British Virgin Islands/

Hong Kong

Macau

People’s Republic
of China/
Mainland China

People’s Republic
of China/

Mainland China

Hong Kong

Nominal value
of issued

and paid-up/
registered capital

Registered
US$9,590,000

Registered
RMB36,400,000

Ordinary
Us$1

Registered
MOP100,000

Registered
US$200,000

Registered
HK$600,000

Ordinary
HK$2
Non-voting
deferred
HK$3,000,000
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Percentage
of equity
attributable to
the Company

2009 2008
100 100
98 89
100 100
100 100
100 100
100 100
100 100

Principal
activities

Manufacture and
sale of electronic
components

Manufacture and
sale of electronic
components

Investment holding

Trading of raw
materials

Trading of
electronic
components

Trading of
electronic
components

Trading of
electronic
components
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INTERESTS IN SUBSIDIARIES (CONTINUED)

Particulars of the principal subsidiaries are as follows (continued):

Name

Man Yue (China)
Investment Limited #*

Man Yue Holdings (BVI)

Limited

Man Yue Technology
Limited

Man Yue Technology

(China) Limited**

Manixon Electronics
Company Ltd

MMS Electronics Company

Limited

MMS Logistics Company
Limited

Rifeng Qingyuan Electronic

Company Limited#*

Samxon Electronic
Components LLC*

Place of
incorporation/
registration and
operations

People’s Republic
of China/
Mainland China

British Virgin Islands/
Hong Kong

British Virgin Islands/
Hong Kong

People’s Republic
of China/
Mainland China

Hong Kong

Hong Kong

Hong Kong

People’s Republic
of China/
Mainland China

USA

Nominal value
of issued
and paid-up/

registered capital

Registered
US$120,000,000

Ordinary

US$10,000

Ordinary
uss$10

Registered

US$48,000,000

Ordinary
HK$1

Ordinary
HK$1

Ordinary
HK$10,000

Registered
HK$80,000,000

Contributed
US$1,000

Percentage

of equity
attributable to
the Company

2009

100

100

100

100

100

100

100

100

100

2008

100

100

100

100

100

100

100

100

Notes to the Consolidated Financial Statements

Principal
activities

Investment holding

Investment holding

Investment holding

Investment holding

Trading of
electronic
components

Trading of
electronic
components

Trading of
electronic
components

Manufacture
and sale of
raw materials

Provision of
marketing-
related services
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INTERESTS IN SUBSIDIARIES (CONTINUED)

Particulars of the principal subsidiaries are as follows (Continued):

Place of Nominal value Percentage
incorporation/ of issued of equity
registration and and paid-up/  attributable to Principal
Name operations registered capital the Company activities
2009 2008
Samxon Electronics People’s Republic Registered 100 100 Manufacture and
(Dongguan) Co., Ltd.#* of China/ UsS$46,775,000 sale of electronic
Mainland China components
Searange Investment Hong Kong Ordinary 100 100 Trading of equity
Limited HK$2 investments
Splendid Skills Holdings British Virgin Islands/ Ordinary 100 100 Investment holding
Ltd. Hong Kong uss$10
Stand New Enterprise Ltd. Hong Kong Ordinary 100 100 Investment holding
HK$1
TradeUNIT Limited British Virgin Islands/ Ordinary 100 100 Trading of
Hong Kong HK$9,500,000 raw materials
and electronic
components
Wuxi Man Yue Electronics  People’s Republic Registered 100 100 Manufacture and
Company Limited#* of China/ UsS$30,000,000 sale of electronic
Mainland China components
Xin Jiang Join Yue People’s Republic Registered 100 100 Manufacture
Electronics New Materials  of China/ Us$8,000,000 and sale of
Company Limited** Mainland China raw materials
RN T R BR R RS People’s Republic Registered 66.7 66.7 Research and
BRAA* of China/ RMB 10,000,000 development of
Mainland China medical
equipment
* Not audited by PricewaterhouseCoopers or other member firm of PricewaterhouseCoopers the global network.
# The subsidiaries are registered as wholly-foreign-owned enterprises under the PRC law.

All the subsidiaries of the Company are limited liability companies.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally
affected the results for the year or formed a substantial portion of the net assets of the Group. To give details
of other subsidiaries would, in the opinion of the directors, result in particulars of excessive length.
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INTERESTS IN JOINTLY-CONTROLLED ENTITIES

Share of net assets

Loans to a jointly-controlled entity

Due from jointly-controlled entities

Group

2009
HK$’000

51,849

71,271
13,808

136,928

2008
HK$'000

42,716

55,848
15,624

114,188

The amounts due from jointly-controlled entities are unsecured, interest-free and have no fixed terms of

repayment.

Except for the loans amounting to HK$42,452,000 (2008: HK$27,028,000), which are interest-bearing at a
rate of 5.76% (2008: 6.84%) per annum, the remaining loans to the jointly-controlled entity are interest-free.

Loans to jointly-controlled entity are unsecured and have no fixed terms of repayment.

Particulars of the principal jointly-controlled entities, all of which are held indirectly through subsidiaries, are

as follows:

Name

Ever Reliance Industrial
Investments Limited
("Ever Reliance")

Foshan Rifeng Electronic

Co., Ltd.

Nan Tong Xin Cheng
Electronics Co., Ltd.

Particulars of
issued
shares/registered
capital

10,000 shares of
HK$1 each

Registered capital of
US$1,000,000

Registered capital of
HK$6,080,000

Place of
incorporation/
registration
and operations

Hong Kong

People’s Republic
of China/
Mainland China

People’s Republic
of China/
Mainland China

Owner-
ship
interest

48

33

49

Percentage of

Voting Profit
power  sharing
50 48
33 33
33 49

Principal
activities

Investment holding

Holding of
investment
property

Manufacture and
sale of raw
materials
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21 INTERESTS IN JOINTLY-CONTROLLED ENTITIES (CONTINUED)

The following table illustrates the summarised financial information of the Group’s jointly-controlled entities:

Group
2009 2008
HK$'000 HK$'000
Share of the jointly-controlled entities’ assets and liabilities:
Non-current assets 130,162 110,522
Current assets 18,915 15,283
Current liabilities (65,332) (28,147)
Non-current liabilities (31,896) (54,942)
Net assets 51,849 42,716
Share of the jointly-controlled entities’ results:
Total income 51,091 46,542
Total expenses (42,719) (36,060)
Profit for the year 8,372 10,482
22 INVESTMENT IN AN ASSOCIATE
Group
2009 2008
HK$'000 HK$'000
Share of net assets 39,495 35,851
Particulars of the associate which is held indirectly through a subsidiary, are as follows:
Percentage of
Particulars Place of ownership interest
of issued incorporation/ attributable
Name shares held registration to the Group Principal activities
Luminous Town 15,930,011 Republic of China 24.83% Trading of electronic
Electric Co., Ltd. ordinary shares of components
TWD10 each
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INVESTMENT IN AN ASSOCIATE (CONTINUED)

The Group’s share of the results of its associate, which is unlisted, and its aggregated assets (including
goodwill) and liabilities, are as follows:

2009 2008
HK$’'000 HK$'000
Assets 90,018 70,702
Liabilities (50,523) (34,851)
Revenues 67,645 70,544
Profit for the year 1,360 1,928
INVENTORIES
Group
2009 2008
HK$'000 HK$'000
Raw materials 88,722 162,708
Work in progress 33,515 28,967
Finished goods 97,732 114,223
219,969 305,898
TRADE RECEIVABLES
Group
2009 2008
HK$’'000 HK$'000
Trade receivables 319,892 294,043
Provision for impairment of trade receivables (23,111) (15,487)
296,781 278,556

The Group’s trading terms with its customers are mainly on credit, except for new customers, where payment
in advance is normally required. The credit period is generally 90 days, extending up to 150 days for major
customers. Each customer has a maximum credit limit. The Group seeks to maintain strict control over its
outstanding receivables and has a credit control department to minimise credit risk. Overdue balances are
reviewed regularly by senior management. In view of the aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified customers, there is no significant concentration of credit
risk. Trade receivables are non-interest-bearing. As at 31 December 2009, included in the trade receivables
was HK$31,264,000 over which the Group had held certain assets as collateral.
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24 TRADE RECEIVABLES (CONTINUED)

An ageing analysis of the trade receivables as at the balance sheet date, based on the payment due date and
net of provisions for doubtful debts, is as follows:

Group
2009 2008

HK$’000 % HK$'000 %
Current and within payment terms 237,301 80 210,447 75
1 — 3 months past due 22,877 8 57,029 20

4 — 6 months past due 1,535 1 1,610
7 — 12 months past due 28,718 9 8,840 3

Over 1 year past due 6,350 2 630
296,781 100 278,556 100

The movements in provision for impairment of trade receivables are as follows:
Group

2009 2008
HK$'000 HK$'000
At 1 January 15,487 8,690
Impairment losses recognised 15,283 10,617
Amount written off as uncollectible (3,357) (2,720)
Impairment losses reversed (4,316) (1,363)
Exchange realignment 14 263
At 31 December 23,111 15,487

Included in the above provision for impairment of trade receivables is a provision for individually impaired
trade receivables of HK$57,153,000 (2008: HK$25,357,000) with a carrying amount of HK$34,042,000
(2008: HK$9,870,000). The individually impaired trade receivables relate to customers that were in financial
difficulties, in default or delinquency in payments and only a portion of the receivables is expected to be
recovered.
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TRADE RECEIVABLES (CONTINUED)

The ageing analysis of the trade receivables that are not considered to be impaired is as follows:

Group

2009 2008

HK$’000 HK$'000

Current and within payment term 237,301 203,545
1 — 3 months past due 22,871 54,061
4 — 6 months past due 1,535 1,610
7 — 12 months past due 850 8,840
Over 1 year past due 182 630
262,739 268,686

Receivables that were current and within payment terms relate to a large number of diversified customers for
whom there was no recent history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a
good track record with the Group. Based on past experience, the directors of the Company are of the opinion
that no provision for impairment is necessary in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered fully recoverable.

Included in the Group’s trade receivables is an amount due from the Group’s jointly-controlled entity of nil
(2008: HK$15,411,000) and due from the Group's associate of HK$50,000 (2008: HK$17,808,000), which are
repayable on similar credit terms to those offered to the major customers of the Group.

AVAILABLE-FOR-SALE INVESTMENTS

Group
2009 2008
HK$’'000 HK$'000
Overseas listed equity investments, at fair value - 2,570

At 31 December 2008, the investments consisted of investments in equity securities which were designated as
available-for-sale financial assets.

The fair values of listed equity investments were based on quoted market prices.
At 31 December 2008, there had been a significant decline in the market value of the listed equity
investments during the year. The directors considered that such a decline indicated that the listed equity

investments had been impaired and an impairment loss of HK$1,271,000 had been recognised in the
consolidated income statement in 2008.
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FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Group
2009
HK$'000

Hong Kong listed equity investments, at market value 83

The above equity investments were classified as held for trading at 31 December 2008 and 2009.

DERIVATIVE FINANCIAL INSTRUMENTS

Group
2009 2008
Assets Liabilities Assets
HK$'000 HK$'000 HK$'000
Forward currency contracts 637 296 1,984
Interest rate swap 28 - -
665 296 1,984

2008
HK$'000

38

Liabilities
HK$'000

1,308

1,308

At 31 December 2009, the Group held forward currency contracts for managing expected future operating

use, purchases from suppliers and sales to customers in Mainland China. The Group also has one interest rate

swap agreement in place with a notional amount of HK$100,000,000 to manage certain exposure to changes

in interest rate in relation to bank loans.

The changes in the fair value of forward currency contracts and interest rate swap which did not meet the

criteria for hedge accounting for accounting purpose amounting to HK$305,000 (2008: HK$2,711,000) were

charged to the consolidated income statement during the year.
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CASH AND CASH EQUIVALENTS

Group Company
2009 2008 2009 2008
HK$'000 HK$'000 HK$’000 HK$'000
Cash and bank balances 283,687 216,633 553 5,123
Time deposits 80,740 189,833 - -
Total 364,427 406,466 553 5,123

Cash at banks earns interest at floating bank deposit rates. Short term time deposits range from one day
to three months depending on the immediate cash requirements of the Group, and earn interest at the
respective short term time deposit rates. The cash and bank balances are deposited with creditworthy banks
with no recent history of default.

As at the balance sheet date, the amount of cash and bank balances which denominated in Renminbi (“RMB")
was HK$35,421,000 (2008: HK$35,397,000). The RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange business.

TRADE PAYABLES

An ageing analysis of the trade payables as at the balance sheet date, based on the invoice date, is as follows:

Group
2009 2008
HK$'000 % HK$'000 %
Accounts payable:
Less than 3 months 55,918 46 47,681 31
4 — 6 months 49,602 40 91,466 60
7 — 12 months 4,154 3 8,612 6
Over 1 year 13,402 11 4,161 3
123,076 100 151,920 100
Bills payable 28,913 31,067
151,989 182,987

At 31 December 2008, the trade payables balance included an amount of HK$11,200,000 due to a jointly-
controlled entity which was repayable within three months. Credit terms offered by the jointly-controlled
entity are similar to those that they offered to their major customers.
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30 BANK LOANS

Analysed into:
Bank loans, unsecured, repayable:
Within one year or on demand
In the second year
In the third to fifth years, inclusive

Portion classified as current liabilities

Non-current portion

Group
2009
HK$'000

296,755
168,776
67,400

532,931
(296,755)

236,176

2008
HK$'000

474,976
163,143
137,143

775,262
(474,976)

300,286

Company

2009 2008
HK$'000 HK$'000
154,243 154,743
136,393 155,143
- 137,143
290,636 447,029
(154,243) (154,743)
136,393 292,286

Unsecured bank loans of HK$13,635,000 (2008: HK$65,919,000) denominated in United States dollars carry
a weighted average interest rate of 2.89% (2008: 2.51%). Unsecured bank loans of HK$49,241,000 (2008:
HK$100,490,000) denominated in Japanese yen carry a weighted average interest rate of 2.04% (2008:
2.41%). Unsecured bank loan of HK$22,714,000 (2008: nil) denominated in Renminbi carry a weighted
average interest rate of 5.31% (2008: nil). Same as disclosed above, all the remaining bank loans of the

Group and the Company are denominated in Hong Kong dollars at a weighted average interest rate of 1.75%

(2008: 2.00%) per annum. All bank loans bear floating interest rates and are repayable by instalment up to

2014. The carrying amounts of the Group’s and the Company’s bank loans approximate their fair values.
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FINANCE LEASE PAYABLES
At 31 December 2008, the total future minimum lease payments under a finance lease for one of its motor
vehicles and its present value were as follows:

Group
Minimum Present value
lease of Minimum
payments lease payment
HK$'000 HK$'000
Amounts payable:

Within one year 21 21
Total minimum finance lease payments 21 21
Total net finance lease payables 21
Portion classified as current liabilities (21)

Non-current portion -

The finance lease payable at 31 December 2008 was denominated in Hong Kong dollars and carried interest
at an interest rate of 2.65% per annum. As at 31 December 2009, all instalments have been fully repaid.
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DEFERRED TAX

The movements in deferred tax assets and liabilities during the year were as follows:

Deferred tax assets

Group

At 1 January 2008

Deferred tax (charged)/credited to
the consolidated income statement
during the year (note 12)

Exchange realignment

Gross deferred tax assets at
31 December 2008 and 1 January 2009
Deferred tax (charged)/credited to
the consolidated income statement
during the year (note 12)
Exchange realignment

Gross deferred tax assets at
31 December 2009

Provisions
for trade
receivables
and
inventories
HK$'000

1,255

(935)
54

374

(199)

175

Losses

available for

offsetting
against
future
taxable
profits
HK$'000

6,124

(2,752)

3,372

(2,750)

622
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Others
HK$'000

271

609

888

423

1,312

Total
HK$'000

7,650

(3,078)
62

4,634

(2,526)

2,109
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DEFERRED TAX (CONTINUED)
Deferred tax liabilities

Group

At 1 January 2008

Deferred tax charged/(credited) to
the consolidated income statement
during the year (note 12)

Deferred tax debited to equity
during the year

Exchange realignment

Gross deferred tax liabilities at
31 December 2008 and 1 January 2009
Deferred tax (credited)/charged to
the consolidated income statement
during the year (note 12)
Deferred tax debited to equity
during the year

Gross deferred tax liabilities at
31 December 2009

Revaluation
of properties
HK$000

6,567

(3,477)

84

3,183

(3,077)

157

263

Depreciation
allowance

in excess

of related
depreciation
HK$'000

497

(431)

66

454

520

Withholding
taxes
HK$'000

2,799

24

2,823

(2,823)

Total
HK$’000

7,064

(1,109)

84
33

6,072

(5,446)

157

783

For the purpose of the balance sheet presentation, certain deferred tax assets and liabilities have been offset.

The following is an analysis of the deferred tax balances of the Group for financial reporting purposes:

Net deferred tax assets recognised in the consolidated balance sheet
Net deferred tax liabilities recognised in the consolidated balance sheet

Group

2009
HK$’000

2,109
(783)

1,326

2008
HK$'000

4,634
(6,072)

(1,438)
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DEFERRED TAX (CONTINUED)

The Group had tax losses arising in Hong Kong of HK$12,297,000 (2008: HK$17,413,000) that are available
indefinitely for offsetting against future taxable profits of the companies in which the losses arose. The Group
also has tax losses arising in Mainland China of HK$14,172,000 (2008: HK$9,744,000) that will expire in one
to five years for offsetting against future taxable profit. Tax loss not recognised amounted to HK$2,209,000
(2008: HK$2,874,000). Deferred tax assets have not been recognised in respect of these losses as they have
arisen in subsidiaries that have been loss-making for some time and it is not considered probable that taxable
profits will be available against which the tax losses can be utilised.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprises established in Mainland China. The requirement is
effective from 1 January 2008 and applies to earnings after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Mainland China and the jurisdiction of the foreign investors.
For the Group, the applicable rate ranges from 5% to 10%. As at 31 December 2009, deferred tax liabilities
in respect of these unremitted earnings amounted to approximately HK$36,600,000 (2008: HK$38,700,000)
have not been recognised, given that the Company is able to control the timing of the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future
because of the Group’s funding plan of its PRC expansion.

There are no income tax consequences attaching to the payment of dividends by the Company to its equity
holders.

DEFERRED INCOME

The deferred income amounting to HK$12,866,000 (2008: HK$13,137,000) and HK$47,368,000 (2008:
HK$48,300,000) of non-cash subsidies in relation to parcels of land located in Wuxi and Nanjing, were
granted by the Jiangsu Province Xishan Economic Development Management Committee and Nanjing New
and Technology Industry Development Company in 2004 and 2007, respectively. The subsidies were in the
form of a reduction of the consideration for the acquisition of a parcel of land in Wuxi and Nanjing, the PRC,
paid by the Group.

The deferred income amount represented the fair value of the land at the date of acquisition less the total
consideration paid by the Group. The purpose of the subsidies is for industrial development in these areas.

SHARE CAPITAL

Ordinary shares

2009 2008
HK$’'000 HK$'000
Authorised:
1,000,000,000 ordinary shares of HK$0.10 each 100,000 100,000
Issued and fully paid:
478,389,534 (2008: 478,088,901) ordinary shares of HK$0.10 each 47,839 47,809
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SHARE CAPITAL (CONTINUED)

Ordinary shares (Continued)

A summary of the transactions involving the Company’s share capital is as follows:

Share
Number of Issued premium
Notes shares in issue capital account Total
HK$'000 HK$'000 HK$'000
At 1 January 2008 477,635,168 47,764 163,416 211,180
Share options exercised (a) 450,000 45 1,329 1,374
Warrants exercised (b) 3,733 - 8 8
At 31 December 2008 and
1 January 2009 478,088,901 47,809 164,753 212,562
Share options exercised (a) 300,000 30 886 916
Warrants exercised (b) 633 - 1 1
At 31 December 2009 478,389,534 47,839 165,640 213,479
Notes:
(a) Share options

(b)

Share options exercised during the year resulted in 300,000 shares being issued (2008: 450,000 shares) with
exercise proceeds of HK$480,000 (2008: HK$720,000).

Details of the Company’s share option scheme and the share options issued under the Share Option Scheme are
included in note 35 to the consolidated financial statements.

Warrants

On 18 April 2007, the Company proposed a conditional bonus warrant issue to the shareholders of the Company on
the register of members on 23 May 2007. The bonus warrant issue was made in the proportion of one warrant for
every ten ordinary shares of the Company, resulting in 47,421,130 warrants being issued. Each warrant entitles the
holder thereof to subscribe for one ordinary share of HK$0.10 at a subscription price of HK$2.25 per share, subject
to adjustment, from 6 June 2007 to 5 June 2009 (both days inclusive). The warrants were issued to the shareholders
of the Company on 6 June 2007.

During the year, 633 warrants were exercised for 633 shares (2008: 3,733 shares) of HK$0.10 each at a price of

HK$2.25 per share (2008: HK$2.25 per share), with a total cash consideration, before expenses, of approximately
HK$1,000 (2008: HK$8,000). All the outstanding warrants expired on 5 June 2009.
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SHARE OPTION SCHEME

On 26 May 2006, the Company adopted a share option scheme (the “Share Option Scheme”) for the purpose
of providing incentives and rewards to eligible persons, including employees, directors and other persons as
specified under the scheme document, who contribute to the success of the Group’s operations.

The Share Option Scheme became effective on 26 May 2006 and will remain in force for 10 years from that
date.

The maximum number of the shares which may be issued upon exercise of all outstanding share options
granted and yet to be exercised under the Share Option Scheme and any other share option schemes of
the Company shall not, in aggregate, exceed 30% of the total number of issued shares from time to time
provided that the total number of shares which may be issued upon exercise of all share options to be granted
under the Share Option Scheme and any other share option schemes of the Company shall not in aggregate
exceed 10% of the total number of issued shares on 26 May 2006.

Each grant of the share options to a director, chief executive or substantial shareholder of the Company, or
to any of their associates, under the Share Option Scheme must comply with the requirements of Rule 17.04
of the Listing Rules and must be subject to approval of the independent non-executive directors to whom
share options have not been granted. In addition, any grant of share options to a substantial shareholder or
an independent non-executive director of the Company, or to any of their associates, which would result in
the shares issued and to be issued upon exercise of all share options already granted and to be granted to
such person in the 12-month period up to and including the date of such grant in excess of 0.1% of the total
number of shares of the Company in issue and with an aggregate value in excess of HK$5 million, is subject
to prior approval from shareholders in a general meeting.

The exercise price of the share options is determinable by the directors, but may not be less than the highest
of (i) the nominal value of the Company’s shares, (ii) the average closing price of the Company’s shares as
stated in the Stock Exchange’s daily quotation sheets for the five trading days immediately preceding the date
of offer, and (iii) the closing price of the Company’s shares as stated in the Stock Exchange’s daily quotation
sheet on the date of offer of the share options, which must be a trading day.
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35 SHARE OPTION SCHEME (CONTINUED)

The following share options were outstanding under the Share Option Scheme during the year:

2009 2008

Weighted Weighted
average Number of average Number of
exercise price options exercise price options

HK$ HK$

per share per share
At 1 January 1.6 2,550,000 1.6 3,050,000
Exercised during the year 1.6 (300,000) 1.6 (450,000)
Lapsed during the year - - 1.6 (50,000)
At 31 December 1.6 2,250,000 1.6 2,550,000

The weighted average share price at the date of exercise for share options exercised during the year was
HK$2.0300 (2008: HK$1.7433).

The exercise price and exercise periods of the share options outstanding as at the balance sheet date are as
follows:

Exercise period'’ Exercise price? Number of options
2009 2008
8-8-2006 to 25-5-2016 1.6 1,350,000 1,350,000
8-8-2007 to 25-5-2016 1.6 900,000 1,200,000
2,250,000 2,550,000
1 The vesting period of the share options is from the date of grant until the commencement of the exercise period.
2 The exercise price of the share options is subject to adjustment in case of rights or bonus issues, or other similar

changes in the Company’s share capital.

At 31 December 2009, the Company had 2,250,000 share options outstanding under the Share Option
Scheme. The exercise in full of the remaining share options would, under the present capital structure of the
Company, result in the issue of 2,250,000 additional ordinary shares of the Company and additional share
capital of HK$225,000 and share premium of HK$3,375,000 (before issue expenses).

At the date of approval of these financial statements, the Company had 2,250,000 share options outstanding

under the Share Option Scheme, which represented approximately 0.47% of the Company’s shares in issue as
at that date.
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36 RESERVES

Group

Balance at 1 January 2009

Profit for the year

Other comprehensive income:

Asset revaluation surplus, net of tax
Currency translation differences

Total comprehensive income for the
year ended 31 December 2009

Share options exercised
Warrants exercised

Transferred from retained profits
2008 final dividend

2009 interim dividend

2009 proposed final dividend

Balance at 31 December 2009

Share
premium
HK$'000

164,753

165,640

165,640

Share
option
HK$'000

3,712

3,276

3,276

Attributable to equity holders of the Company

Asset

Exchange

Contributed revaluation fluctuation

surplus’
HK$'000

2,800

2,800

2,800

reserve
HK$'000

8,638

753

753

9,391

9,391
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reserve
HK$'000

174,925

4,791

4,791

179,716

179,716

PRC
reserve
funds*
HK$'000

42,069

45,560

45,560

Retained
profits
HK$'000

509,421
78,656

78,656

(3,491)

(2,390)

(2,391)
579,805

(9,568)

570,237

Total
HK$'000

906,318
78,656

753
4,791

84,200

450
1

(2,390)
(2,391)

986,188

(9,568)

976,620



36 RESERVES (CONTINUED)

Group

Balance at 1 January
2008

Profit for the year

Other comprehensive
income:

Fair value losses on
available-for-sale
investments, net of tax

Currency translation
differences

Share of other
comprehensive income
of a jointly-controlled
entity

Total comprehensive
income for the year
ended 31 December
2008

Share options exercised
Share options forfeited
Warrants exercised
Transferred from
retained profits
2007 final dividend
2008 interim dividend

2008 proposed final
dividend

Balance at 31 December
2008

Share
premium

HK$'000

163,416

164,753

Notes to the Consolidated Financial Statements

Share
option
HK$'000

4,438

(654)
(72)

3,712

Contributed
surplus’

HK$'000

2,800

2,800

Attributable to equity holders of the Company

Asset
revaluation
reserve

HK$'000

7,054

1,584

1,584

8,638

Available-
for-sale
investment
revaluation
reserve

HK$'000

4,218

(4,218)

Exchange
fluctuation
reserve

HK$'000

109,122

65,803

65,803

174,925

174,925

PRC
reserve
funds*

HK$'000

34,810

42,069

Retained
profits

HK$'000

467,049
90,197

90,197

72

(7,259)
(26,295)
(14,343)

509,421

(2,390)

507,031

Total
HK$'000

792,907
90,197

1,584

153,366

675

(26,295)
(14,343)

906,318

(2,390)

903,928

l The Group’s contributed surplus represents the difference between the nominal value of the shares of the subsidiaries

acquired over the nominal value of the Company’s shares issued in exchange therefore.

L Pursuant to the relevant laws and regulations in the PRC, a portion of the profits of the Group’s subsidiaries which are

established in the PRC has been transferred to the PRC reserve funds which are restricted as to use.
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RESERVES (CONTINUED)

Company

At 1 January 2008
Share options exercised
Share options forfeited
Warrants exercised
Profit for the year
2007 final dividend
2008 interim dividend

2008 proposed final dividend

At 31 December 2008

At 1 January 2009
Share options exercised
Warrants exercised
Loss for the year

2008 final dividend
2009 interim dividend

2009 proposed final dividend

At 31 December 2009

Share
premium
HK$'000

163,416
1,329
8

164,753

164,753

164,753
886
1

165,640

165,640

Share Contributed

option
HK$'000

4,438
(654)
(72)

3,712

3,712

3,712
(436)

3,276

3,276

surplus
HK$'000

63,623

63,623

63,623

63,623

63,623

63,623

Retained
profits
HK$'000

41,447

72

19,295
(26,295)
(14,343)

20,176

(2,390)

17,786

20,176

(1,464)
(2,390)
(2,391)
13,931

(9,568)

4,363

Total
HK$'000

272,924
675

8
19,295
(26,295)
(14,343)

252,264

(2,390)

249,874

252,264
450

1
(1,464)
(2,390)
(2,391)

246,470

(9,568)

236,902

The Company’s contributed surplus represents the excess of the fair value of the shares of the subsidiaries
acquired over the nominal value of the Company’s shares issued in exchange therefore. Under the Companies
Act 1981 of Bermuda (as amended), a company may make distributions to its members out of the contributed

surplus in certain circumstances.

The share option reserve comprises the fair value of share options granted which are yet to be exercised, as
further explained in the accounting policy for share-based payment transactions in note 3 to the consolidated
financial statements. The amount will either be transferred to the share premium account when the related

options are exercised, or be transferred to retained profits should the related options expire or be forfeited.
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BUSINESS COMBINATION

In October 2008, the Group acquired certain assets and liabilities from a third party which engages in the
manufacture and trading of electronic components in Mainland China. The purchase consideration for the
acquisition was RMB28,000,000 (approximately HK$31,750,000) and was settled in cash.

The fair values of the assets acquired and liabilities and contingent liabilities was RMB28,000,000
(approximately HK$31,750,000) from the fair value appraisal. The carrying amounts of the assets and liabilities

immediately before the acquisition were as follows:

Carrying amount

Note and fair value

HK$'000

Property, plant and equipment 16 32,928
Inventories 18,806
Trade receivables 16,653
Prepayments, deposits and other receivables 689
Cash and bank balances 4,358
Trade payables (35,300)
Other payables and accrued liabilities (6,384)
31,750

Accounted for and satisfied by cash 31,750

An analysis of the net outflow of cash and cash equivalents in respect of the above acquisition is as follows:

HK$'000

Cash consideration 31,750
Less: Prepaid in the prior year (8,543)
23,207

Cash and bank balances acquired (4,358)
18,849

Since its acquisition, no turnover nor profit were contributed to the Group for the year ended 31 December
2008.

CORPORATE GUARANTEES

The Company provides guarantees to the extent of HK$1,133,086,000 (2008: HK$1,140,499,000) in respect
of banking facilities granted to its subsidiaries, and approximately HK$248,107,000 (2008: HK$339,111,000)
of which was utilised at the balance sheet date.
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OPERATING LEASE ARRANGEMENTS

As lessee

The Group leases certain of its office properties, factory premises, and warehouses under operating lease
arrangements. Leases for office properties, factory premises, and warehouses are negotiated for terms ranging
from one to twenty years.

At 31 December 2009, the Group had total future minimum lease payments under non-cancellable operating
leases falling due as follows:

Group
2009 2008
HK$'000 HK$'000
Within one year 8,370 16,834
In the second to fifth years, inclusive 10,760 11,744
After five years 5,315 8,339
24,445 36,917

At 31 December 2009, the Company had no operating lease commitment (2008: Nil).

COMMITMENTS

In addition to the operating lease commitments detailed in note 39 above, the Group had the following
capital commitments at the balance sheet date:

Group
2009 2008
HK$'000 HK$'000
Contracted, but not provided for:
Plant and machinery 36,204 32,026
Buildings 5,659 1,599
Land 1,158 1,156
Leasehold improvements - 517
43,021 35,298
Contracted, but not provided for:
Unpaid capital contributions to
subsidiaries - 5,670

At 31 December 2009, the Company had no capital commitments (2008: Nil).
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RELATED PARTY TRANSACTIONS

As at 31 December 2009, Man Yue Holdings Inc. had a 43.83% equity interest in the Company as the single
largest shareholder. The ultimate controlling party of the Company is Ms. Kee Chor Lin, a director of the
Company.

(a) In addition to the transactions detailed elsewhere in these consolidated financial statements, the Group
had the following material transactions with its jointly-controlled entities and associate:

Notes 2009 2008
HK$'000 HK$'000
Jointly-controlled entities:
Purchases of raw materials (i) 46,978 32,344
Sales of raw materials (i) 13,812 16,914
Rental expenses (i) 10,897 24,285
Interest income received (iii) 2,208 1,537
Associate:
Sales of finished goods (i) 764 31,539
Notes:
(i) The above purchases and sales of raw materials and sales of finished goods were carried out according to

terms similar to those offered by other customers and suppliers.
(i) The rental was charged out at rates with mark-to-market yield.

(iii) The interest was charged out at a rate of 5.76% (2008: 6.84%) per annum.

(b) Remuneration for key management personnel (excluding directors’ remuneration, details of whose
remuneration are set out in notes 10 and 11 of the consolidated financial statements of the Group):

2009 2008

HK$'000 HK$'000

Salaries and allowances 1,273 2,615
Discretionary bonus 49 -
Pension scheme contributions 12 24
Total remuneration for key management personnel 1,334 2,639
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FINANCIAL INSTRUMENTS BY CATEGORY

Other than available-for-sale investments, financial assets at fair value through profit or loss and derivative
financial instruments as disclosed in notes 25, 26 and 27 of the consolidated financial statements that are
stated at fair values, all other financial assets and liabilities of the Group and the Company as at 31 December
2009 and 2008 are loans and receivables that are stated at amortised costs.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group has certain financial instruments, including bank loans and cash and short term deposits, of which
main purpose is to fund the Group’s operations. The Group has various other financial assets and liabilities
such as trade receivables and trade payables, which arise directly from its operations.

The Group also enters into forward currency contracts. The purpose is to manage the currency risks arising
from the Group’s operations and its sources of finance. These forward currency contracts are not qualified as
hedging for accounting purposes.

The main risks arising from the Group’s financial instruments are foreign currency risk, interest rate risk,
liquidity risk and credit risk. The Board reviews and agrees policies for managing each of these risks and they
are summarised below. The Group’s accounting policies in relation to derivatives are set out in note 3 to the
consolidated financial statements.

Foreign currency risk

The Group’s reporting currency is Hong Kong dollars and it conducts some of its business transactions in
other transactional currencies such as United States dollars and Japanese Yen. Some of its sales proceeds were
received in United States dollars and some of the purchases are conducted in Japanese Yen, Renminbi and
United States dollars. As United States dollars are closely pegged with Hong Kong dollars throughout the year
under review, so the currency exposure in this respect is considered not significant. About 29% (2008: 26%)
of the Group’s expenditures are denominated in Renminbi. The impacts of Renminbi appreciation are alleviated
by sales proceeds as about 25% (2008: 14%) of the Group's sales receipts are denominated in Renminbi.
About 18% (2008: 17%) of the Group’s purchases are denominated in Japanese Yen. Accordingly, the Group
uses forward currency contracts to mitigate a proportion of its Japanese Yen exposures with reference to the
cash flow forecasts. The Group does not speculate on foreign currencies.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Foreign currency risk (Continued)

The following table demonstrates the sensitivity at the balance sheet date to a reasonably possible change

on translation of Japanese Yen denominated bank loans, trade payables and Renminbi denominated trade

receivables, with all other variables held constant, of the Group’s profit before tax.

2009
If Hong Kong dollar weakens against Japanese Yen
If Hong Kong dollar strengthens against Japanese Yen

2008
If Hong Kong dollar weakens against Japanese Yen
If Hong Kong dollar strengthens against Japanese Yen

2009
If Hong Kong dollar weakens against RMB
If Hong Kong dollar weakens against RMB

2008
If Hong Kong dollar weakens against RMB
If Hong Kong dollar weakens against RMB

Increase/ (Decrease)/
(decrease) increase
in Japanese in profit
Yen rate before tax
% HK$'000

5 (1,194)

(5) 1,194

5 (H1 540

(5) 5,154
Increase in Increase in
RMB rate profit before tax
% HK$'000

12,921

21,536

3 16,685

27,808
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Interest rate risk

The Group’s and the Company’s exposure to the risk of changes in market interest rates relates primarily to

their bank loan obligations with floating interest rates. In 2009, to manage any exposure arising from the

changes in market interest rates, the Group enters into interest rate swap, in which the Group agrees to

exchange, at specified intervals, the difference between fixed and variable rate interest amounts calculated by

reference to an agreed-upon notional principal amount. This interest rate swap is not qualified as hedging for

accounting purposes. No interest rate swap was entered in 2008.

2009

Hong Kong dollar
Japanese Yen

US dollar
Renminbi

Hong Kong dollar
Japanese Yen

Us dollar
Renminbi

2008

Hong Kong dollar
Japanese Yen

US dollar

Hong Kong dollar
Japanese Yen
US dollar

Increase/
(decrease) in
basis points

100
100
100
100

(100)
(100)
(100)
(100)

Increase/
(decrease) in
basis points

100
100
100

(100)
(100)
(100)
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Group
(Decrease)/
increase in

profit before tax

HK$'000

(4,473)
(492)
(136)
(227)

4,473
492
136
227

Group
(Decrease)/
increase in

profit before tax
HK$'000

(6,089)
(1,005)
(659)

6,089
1,005
659

Company
(Decrease)/
increase in

profit before tax

HK$'000

(2,906)

Company
(Decrease)/
increase in

profit before tax

HK$'000
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Liquidity risk

Liquidity risk is the risk of non-availability of funds to meet all contractual financial commitments as they fall

due. The Group’s objective is to maintain a prudent financial policy, to monitor liquidity ratios against risk

limits and to maintain contingency plan for funding to ensure that the Group maintains sufficient cash to

meet its liquidity requirements.

The maturity profile of the Group’s and the Company’s financial liabilities as at the balance sheet date, based

on the contractual undiscounted payments, was as follows:

Group

Trade payables

Other payables and accrued liabilities
Derivative financial instruments

Bank loans

Dividend payables

Trade payables

Other payables and accrued liabilities
Derivative financial instruments

Bank loans

Finance lease payables

Dividend payables

Within 1 year
or on demand
HK$'000

151,989
72,499
296
304,081
19

528,884

Within 1 year
or on demand
HK$'000

182,987
78,879
1,308
485,554
21
5,078

753,827

2009

1 to 5 years
HK$'000

239,083

2008

1 to 5 years
HK$'000

307,027

Total
HK$'000

151,989
72,499
296
543,164
19

767,967

Total
HK$'000

182,987
78,879
1,308
792,581
21
5,078

1,060,854
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Liquidity risk (Continued)

Company

Due to subsidiaries

Other payables and accrued liabilities
Bank loans

Corporate guarantee

Dividend payables

Due to subsidiaries

Other payables and accrued liabilities
Bank loans

Corporate guarantee

Dividend payables

Credit risk

Within 1 year
or on demand
HK$'000

59,675
13,486
158,821
148,712
19

380,713

Within 1 year
or on demand
HK$'000

59,870
16,258
163,224
339,111
5,078

583,541

2009

1 to 5 years
HK$'000

136,613
99,395

236,008

2008

1 to 5 years
HK$'000

298,952

298,952

Total
HK$'000

59,675
13,486
295,434
248,107
19

616,721

Total
HK$’'000

59,870
16,258
462,176
339,111
5,078

882,493

Credit risk arises from the possibility that the counterparty to transaction is unwilling or unable to fulfil its

obligation thereby incurring financial loss to the Group. The Group manages the credit risk by setting up a

team responsible for the determination of credit limits, credit approvals and other monitoring procedures to

ensure that follow-up action is taken to recover overdue debts. The Group has entered into credit insurance

contracts with the Hong Kong Export Credit Insurance Corporation and other financial institutions to mitigate

the credit risk arising from the receivable balances.

In addition, it is the Group’s policy to review regularly the recoverable amount of trade receivables to ensure

that adequate impairment provisions are made against the irrecoverable amounts. There are no significant

concentrations of credit risk within the Group as the customer bases of the Group’s trade receivables are

widely dispersed in different sectors and industries.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Credit risk (Continued)
Further quantitative data in respect of the Group’s exposure to credit risk arising from trade receivables are
disclosed in note 24 to the consolidated financial statements.

Capital management

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders.
The Group prices its products and services commensurately with the level of risk and secures access to finance
at a reasonable cost.

The Group actively and regularly reviews and manages its capital structure and strives to maintain a balance
between high shareholder returns that might be possible with high levels of borrowings and the advantages
and security afforded by a sound capital position, and makes adjustments to the capital structure in the light
of changes in economic conditions.

The Group monitors its capital structure on the basis of a net debt to capital ratio. For this purpose, the
Group defines net debt as interest-bearing debt (which includes bank loans, and obligations under finance
leases), less cash and cash equivalents.

During 2009, the Group’s strategy, are to strengthen the net debt to equity ratio compare to 2008, at the
lower end of the range of 20% to 30% In order to maintain or adjust the ratio, the Group may adjust the
amount of dividends paid to shareholders, issue new shares, return capital to shareholders, raise new debt
financing or sell assets to reduce debt.

Group
2009 2008
HK$’000 HK$'000
Bank loans 532,931 775,262
Finance lease payables - 21
Less: Cash and cash equivalents (364,427) (406,466)
Net debt 168,504 368,817
Equity attributable to equity holders of the Company 1,034,027 954,127
Net debt to capital ratio 16.3% 38.7%

Neither the Company nor any of its subsidiaries is subject to externally imposed capital requirements.
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43 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Fair value

(i) Financial instruments carried at fair value

HKFRS 7 require disclosure of fair value measurement by level of the following fair value measurement

hierarchy:
° Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).
o Inputs other than quoted prices included within level 1 that are observable for the

liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (level

o Inputs for the asset or liability that are not based on observable market data
unobservable inputs) (level 3).

asset or
2).

(that is,

The following table presents the Group’s assets and liabilities that are measured at fair value at 31

December 2009.

Level 1 Level 2 Level 3
HK$'000 HK$'000 HK$'000
Assets
Financial assets at fair value
through profit or loss 83 - -
Derivative financial instruments:
— Interest rate swap - 28 -
— Forward exchange contracts - 637 -
Total assets 83 665 -
Liabilities
Derivative financial instruments:
— Forward exchange contracts - 296 -
Total liabilities - 296 -

During the year there were no significant transfers between instruments in Level 1 and Level 2.
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Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Estimation of fair values
The following summarises the major methods and assumptions used in estimating the fair values of financial
instruments.

(a) Financial assets at fair value through profits or loss
Fair value is based on quoted market prices at the balance sheet date without any deduction for
transaction costs.

(b) Derivatives
Forward exchange contracts are marked to market. The fair value of interest rate swaps is the estimated
amount that the Group would receive or pay to terminate the swap at the balance sheet date, taking
into account current interest rates and the current creditworthiness of the swap counterparties.

(c) Corporate guarantees
The fair value of guarantees issued is determined by reference to fees charged in an arm’s length
transaction for similar services.

COMPARATIVE AMOUNTS
Certain comparative amounts in the consolidated income statement have been reclassified to conform with
the changes in presentation in the current year and to ensure proper classification in accordance with the
accounting policies. The effect of the reclassification on the consolidated income statement for the year ended
31 December 2008 is set out below:

HK$'000
Decrease in other income (7,308)
Decrease in revenue (444)
Increase in other losses, net (7,926)
Decrease in administrative expenses 15,678
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Five Year Financial Summary

A summary of the results and of the assets, liabilities and minority interests of the Group for the last five financial

years, as extracted from the published audited financial statements is set out below.

RESULTS
Year ended 31 December
2009 2008 2007 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Revenue 1,001,258 1,285,535 1,380,334 1,239,119 1,104,134
Profit before tax 83,945 107,123 142,933 135,523 106,730
Tax (5,739) (16,926) (7,168) (13,866) (11,034)
Profit for the year 78,206 90,197 135,765 121,657 95,696
Attributable to:
Equity holders of the Company 78,656 90,197 135,765 121,657 95,696
Minority interests (450) - - - -
78,206 90,197 135,765 121,657 95,696
ASSETS, LIABILITIES AND MINORITY INTERESTS
2009 2008 2007 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Total assets 1,862,419 2,077,490 1,880,439 1,236,164 1,026,152
Total liabilities (824,149) (1,117,240) (1,039,768) (629,861) (581,711)
Minority interests (4,243) (6,123) - - -
1,034,027 954,127 840,671 606,303 444 441
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