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INTRODUCTION

The Group recorded total revenues of approximately
HK$1,491 million in this financial year, representing an
increase of approximately 14% as compared with the
corresponding period last year of approximately HK$1,310
million. The continual growth in revenue has been the result
of steady growth in the Group’s main businesses. The Group
earned a profit before tax of approximately HK$76 million in
this financial year, which, when compared with approximately
HK$63 million of last year, represents an increase of 21%.

As global economies have continued their growth trajectories,
the market demands for consumer electronic products have
been growing steadily. Competition is still intense. With all
SBUs (strategic business units) striving to expand businesses
and enhancing operating efficiency, the Group managed to
increase its revenue last year. Continuous cost control and
the Group’s appropriate market strategy in developing a solid
business foundation contribute to the increase in profit before

tax.
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Analysis of Revenue by Principal Activity
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Electronic Handheld Products
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ELECTRONIC DICTIONARY

The SBU’s business has recorded certain growth in this fiscal
year. In the past years, the Group has been investing
resources in developing medium and high end products,
rendering the products competitive in the market. This led to
a gain in market share. The sales of electronic dictionary
products with function of full-sentence translation have been
satisfactory. High end coloured display screen and rich and
unique teaching contents also help enhance the products’
competitiveness and thus boost up their market shares. As
a whole, the SBU provides steady profit for the Group.

ORIGINAL DESIGN MANUFACTURING

As the growth in the existing key Japanese customers’
businesses slowed down, the SBU has been performing
steadily this year. In the past, the SBU has invested lots of
research and development in wireless
communication field, and built up relationship with a number
of potential clients. It is expected that these new customers

would bring to the SBU new growth driving force.

resources
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Analysis of Revenue by Geographical Market
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Other Asian markets (including Japan)
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SMARTPHONE

The SBU has still been under significant market competition
pressure. In particular, prices of components have dropped
quickly, and product cycles have thus shortened. This created
certain pressure on the SBU’s operation. Overall, the
management has adopted a cautious development strategy,
and refrained from being aggressive. As such, it is expected
that the SBU’s overall sale would keep hovering at a relatively
low level. The Group will actively explore new development
strategies. With the research and development technical
know-how and product development capabilities acquired in
the past, the SBU is poised to develop new series of
communication products. Products with GPS or WiFi
technology will be the SBU’s future focus in the coming years.

CONCLUSION

The Group expects that Asia would still be its major market.
The Group will invest more resources in Asia to better its
distribution network and build up its brand name’s position.
Regarding to research and development investment, the
Group will focus on investing resources on high value added
products, and actively seek alliance with potential strategic
partners. This would help drive the Group’s business growth

in the future.
7
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FINAL DIVIDEND

The Board of Directors (the “Board”) proposes a final dividend
of HK3.0 cents per share in respect of the year ended 31st
March, 2006 (2005: HK3.0 cents), payable on or about
Tuesday, 17th October, 2006 to shareholders whose names
appear on the Register of Members on Friday, 29th
September, 2006.

APPRECIATION

On behalf of the Board, | wish to thank all our shareholders,
customers, suppliers and bankers for their continual support.
| would also like to extend my appreciation to all the staff for
their dedicated work and their contribution throughout the
year.

By order of the Board
Dr. Tam Wai Ho, Samson Jp
Chairman

Hong Kong, 17th July, 2006
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BUSINESS ENVIRONMENT

The production cost on the mainland has been escalating.
Moreover, Reminbi has been appreciating. The Group will
keep up its usual work in containing the production cost and
improving the operating efficiency. On the other hand, the
Group always treasures talents. It will continue strengthening
its research and development workforce on the mainland so
as enhance the Group’s research and product development
capabilities. With its headquarters moved to Hong Kong
Science Park, it is expected that more alliance with strategic
technological partners may be forged.

FINANCIAL REVIEW

Revenue of the financial year is approximately HK$1,491
million, which is 14% higher than approximately HK$1,310
million of the previous year. During the year under review,
electronic handheld products business and original design

manufacturing business recorded revenues of approximately
HK$851
respectively.

million and approximately HK$640 million
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FINANCIAL REVIEW (Continued)

Operating profit for the year is approximately HK$72 million,
representing an increase of approximately HK$3 million or
4%. After charging finance costs of approximately HK$1.1
million and exceptional gain items of approximately HK$5
million in total (2005: finance costs of approximately HK$1.5
million and an exceptional loss item of approximately HK$5
million), profit before tax is approximately HK$76 million
(2005: approximately HK$63 million), representing an
increase of approximately HK$13 million or 21%. After taking
into account the taxation expenses, profit for the year is
approximately HK$54 million, representing a decrease of
approximately HK$9 million.

On the balance sheet side, inventories have decreased by
approximately HK$8 million to become approximately HK$181
million and trade receivables increased by approximately
HK$97 million to approximately HK$183 million. The change
in trade receivables is due to that no undertaking on bills
discounted with recourse (2005: approximately HK$95 million)
has been done at the balance sheet date.

Bank balances and cash (including bank deposits) at the
end of balance sheet date amounted to approximately
HK$248 million. Net cash (i.e. after deducting bank
borrowings from balances of bank deposits)
approximately HK$247 million, which was 1% higher than
approximately HK$246 million of the previous year.

was

Total bank borrowings amounted to approximately HK$1
million. All the bank borrowings were short term borrowings
which were to be due within a year. All bank borrowings
were on floating rate basis. The management continues to
maintain a very close working relationship with the Group’s
bankers to secure their continual support.

It is noteworthy that the balance sheet of the Group is getting
healthier as compared with previous year and sets a strong
and solid foundation for future business growth.
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LIQUIDITY AND FINANCIAL RESOURCES

On 31st March, 2006, the bank balances and cash (including
bank deposits) were approximately HK$248 million in total,
which was approximately HK$34 million or 12% lower than
that at 31st March, 2005. Total bank borrowings have
decreased from approximately HK$37 million to approximately
HK$1 million in the twelve months’ period.

All bank borrowings are short term in nature which would be
due within one year.

As at 31st March, 2006, the gearing ratio, defined as total
bank borrowings divided by shareholders’ equities, has
decreased from 6% to 0% in the twelve months’ period. As a
result, the interest expenses in the twelve months’ period
have reduced from approximately HK$1.5 million to
approximately HK$1.1 million.

DISPOSAL OF PROPERTIES AND CHARGES ON
ASSETS

During the year, the Group has disposed the property located
at 27th Floor, Wu Chung House, 213 Queen’s Road East,
Wanchai, Hong Kong. The reasons for the disposal were
that the Group was to relocate its headquarters office, to
seek better investment opportunities with higher returns, and
to increase its working capital. The net proceeds from the
disposal were approximately HK$106 million.

CONTINGENT LIABILITIES
As at 31st March, 2006, there was no trade bills discounted
with recourse (2005: approximately HK$95 million).

FOREIGN CURRENCIES AND TREASURY
POLICY

Most of the Group’s business transactions, assets and
liabilities are denominated in Hong Kong dollars, United
States dollars or Renminbi. A small portion of the Group’s
raw material purchase is denominated in Japanese Yen. The
usual treasury policy of the Group is to manage significant
currency exposure and minimize currency risk whenever it
may have material impact to the Group. The Group does not
engage in any interest rate or currencies speculations.

11
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ELECTRONIC

DICTIONARY

Review

In the financial year 2005-2006, the SBU has recorded
considerable increase in sales revenue comparing with the
last fiscal year. The significant revenue growth in Hong Kong
and major overseas markets is the direct result of the SBU’s
appropriate strategy of focusing its development efforts and
technological investment in medium and high end product.

The sales in Hong Kong and major overseas markets have
been growing steadily in the past year. The SBU’s new
products, which are equipped with rich learning contents as
well as wide-ranged entertainment functions, have been well
received by the markets. English-Chinese and Chinese-
English bi-directional full-sentence translation dictionary has
contributed to the SBU’s increasing market share.

Diversification on sales channel has also contributed to the
sales revenue growth last year. Besides selling the SBU’s
products through retail stores, the SBU has invested more
resources on promoting its products via online shopping and
TV direct sales in some overseas markets.

There has been little improvement on sales revenue as
generated in the Mainland China market last year. Fierce
price competition has been prevailing on the mainland. This
led to little growth momentum in sales and the average gross
profit margin kept hovering at a low level.
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ELECTRONIC DICTIONARY (Continued)

Outlook

Despite that the competition in the electronic dictionary
market is getting more intense, the SBU believes that with
the Group’s well-established brand name and distribution
networks in China, Hong Kong and Asian markets, the SBU
could still manage to command a good business prospect in
the future.

There has been significant upward pressure on the material
and labor costs. Nevertheless, through strong strategic
partnership with the components vendors and continuous
efforts in containing the costs, the SBU is optimistic that its
gross profit margin can be sustained in the financial year
2006-2007.

The SBU continues to focus on developing medium and high
end products with more innovative designs, better functional
features,
technology. The interactive learning concept will be one of
the key elements in designing the SBU’s new products. It is
believed that these new products will bring in favorable sales
revenue and reasonable profit margin in the financial year
2006-2007.

richer learning contents and leading translation

Meanwhile, the Group will invest more resources in research
and development in exploring new business lines, and strive
for strong partnership with external technology parties and
components suppliers, with an aim to developing unique
technology for new products.

Faced with various uncertainties and increasingly competitive
and unstable business environment on the mainland market,
the SBU will scrutinize the market closely and adopt a
conservative strategy in its investment and promotion plans.
At the same time, the SBU will strive to simplify the operations
so as to enhance the operational efficiency and better control
the distribution and sales costs. The SBU will also focus on
developing high value-added products to maintain the Group’s
leading position in the market.

13
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ORIGINAL
DESIGN
MANUFACTURING
Review

The business growth of the SBU’s key

Japanese customers had been the driving force for the SBU’s
rapid growth in the past years. As these customers’ business
growth has slowed down last year, the SBU’s growth in sales
revenue has invariably been affected. However, due to the
SBU’s ceaseless efforts in developing new products within
the shortest market lead time, and in containing costs, the
SBU has managed to keep its competitive position in such a
highly competitive market and maintained a stable business
and good relationship with its major customers.

The SBU has spent more than a year in building up the
foundation for new business. Planning for new products,
engaging in research and development, and fostering
business partnership with new customers have been paving
way for potential new business.

The sales revenue has remained stable last year. On the
other hand, the SBU has enlarged its engineering team by
over 30% for developing series of new products, in particular,
strengthening the capability and capacity of the software
development team. This is a long term investment which the
management believes will set the stage for growth in the
newly selected product categories, and the new ODM
business under development.
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ORIGINAL DESIGN MANUFACTURING
(Continued)

Outlook

The SBU continues its utmost efforts in sustaining stable
growth in the existing ODM business through enlarging its
service scope and covering areas such as product planning
or software development, while at the same time, eyeing on
new business development opportunities.

New product categories under development are those
featured with wireless communication and electronic content
players targeting the global market, and also new ODM
products for the Japanese market. The impact of this new
business is expected to be felt in the second half of the
financial year 2006-2007, and the new business is expected
to grow and form another major business of the SBU. It has
the potential in boosting the SBU’s sales in the coming years.

With the continual expansion of the SBU’s engineering team
in the past years, the SBU is well equipped with strong
marketing and product development capability. Its overseas
branch which is expected to be formed within this fiscal year
will lend strong support to the new business development.

15
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SMARTPHONE :
Review ‘
In the past financial year, the
SBU'’s operating income derived
mainly from the smartphone I'. .
business. However, as
Palmsource, Inc stopped developing Palm OS version 6.1,
the SBU was forced to stop launching new products which
operated on Palm OS version 6.1 though the smartphone
products operating on Palm OS version 5.4 are still available
for sale in the market. This has negative impact on the yearly
revenue. The SBU has also used another new operating
system, and adopted Java application for its future
smartphone products. The new smartphone products have
reached the final stage of testing and will be launched within
the financial year 2006-2007.

Besides smartphone, the SBU also aggressively develops
other handheld communication products. One of these is the
GPS product which has already been under production in
March 2006, and been shipped to customers in first quarter
of the financial year 2006-2007. Also, to diversify the product
range, the SBU develops other handheld products which
use WiFi network for data and voice communication.
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SMARTPHONE (Continued)

Outlook

In the coming year, GPS products will be one of the SBU’s
mainstream businesses. New products have been shipped
out in first quarter of the financial year 2006-2007, targeting
mainly the European and United States markets. The SBU
will continue its efforts in developing new products and
exploring new markets. Besides widely used as car’s
navigation function, GPS technology has also been applied
on many other positioning products, and thus has a large
room for future development.

As to the smartphone business, the SBU will focus on
launching JAVA smartphone this year. The biggest advantage
of writing software programmes using JAVA language is that
it is used in many operating platforms and thus more
universally adopted. Nowadays, there are many JAVA
application software programmes and third parties software
developers. This highly increases the SBU’s flexibility in
designing new smartphone products, and enables the SBU
to cater for different customer needs accordingly.

As WiFi network is getting more popularized, and with the
advent of digital broadcasting, it is expected that more and
more handheld products will emerge which, through different
communication networks, could bring to end-users instant
information and entertainment. The SBU continues to explore
and develop these kinds of handheld communication products
and believes that this will become a growth spot of the SBU’s
business.
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EMPLOYEES RELATIONS

As at 31st March, 2006, the Group has on its payroll 258
(2005: 266) employees in Hong Kong and 4,269 (2005: 4,118)
employees in the Mainland China, representing a decrease
of about 3% and an increase of about 3.7% respectively as
compared with prior year. In addition to salary remuneration
and usual fringe benefits such as annual leave, medical
insurance and provident fund, the Group also provides Share
Incentive Plans for executive directors and senior staff.

At the beginning and in the interim of every financial year,
the Group’s management holds Planning Meetings with its
senior staff to review together the Group’s past performance,
as well as to discuss with them the Group’s future strategic
plans, policies and developments. After publication of the
Group’s results announcement, staff communication sessions
are held to keep employees abreast of the Group’s
developments and also to facilitate two-way dialogue between
The
management actively communicates with employees by
means of “GSL SMS” through intranet, staff newsletters and
emails to ensure free flow of information across different
staff levels and to promote information and experience
sharing. All staff are encouraged to express their views and
feelings and to propose suggestions on different aspects.
Employee satisfaction surveys are conducted regularly to
help the senior management gauge various concerns of the
staff and formulate appropriate solutions accordingly. A team
of managerial staff is elected regularly to have a lunch
gathering with the Group’s chairman. This provides the staff
an opportunity to engage in direct dialogue with the senior
management and strengthens mutual

the management and all level of employees.

trust and

understanding. A good promotion system is in place to identify
the potential staff and help employees prepare for their career
prospects.
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EMPLOYEES RELATIONS (Continued)

The Group has appointed a number of professional training
consultants to run workshops for improving mid-level
management executives’ problem solving skills,
communication skills and team spirit building technique.
Moreover, employees are encouraged to take outside
programmes to acquire additional knowledge and upgrade
their skills. Staff may be nominated for attending selected
training schemes with full sponsorship. Employees who are
interested in other unselected courses may still apply for the
full or partial subsidies through the Group’s Education

Subsidizing Scheme.

1ISO9001 AND ISO14001
In order to enhance the administrative efficiency, the 1ISO9001
Quality Management System and 1SO14001 Environmental

Management System have been combined since 2000. On-
site surveillance assessment is conducted regularly by
independent assessors to ensure compliance and continual
improvement. Internal audit teams have been organised to
perform compliance audit on an on-going basis. The Group
has upgraded the environmental management system to
attain the new ISO14001: 2004 standard.
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The Company is committed to achieving a high standard of
corporate governance practices with a view to protecting the
interests of all of its shareholders.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the Code on Corporate
Governance Practices (the “Code”) throughout the financial
year ended 31st March, 2006 as set out in Appendix 14 to
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) which
came into effect on 1st January, 2005, with deviation from
the code provision A.4.2 of the Code as stated in the
Company’s 2005/2006 interim report.

Under the code provision A.4.2 of the Code, all directors
appointed to fill a casual vacancy should be subject to
election by shareholders at the first general meeting after
their appointment. Every director, including those appointed
for a specific term, should be subject to retirement by rotation
at least once every three years.

Pursuant to the then Bye-laws of the Company prior to 18th
August, 2005, at each annual general meeting of the
Company, one-third of the directors of the Company (the
“Directors”) for the time being (or, if their number is not a
multiple of three, the number nearest to but not greater than
one-third) should retire from office by rotation, provided that
the Chairman of the Board of Directors (the “Board”) and the
Managing Director of the Company were not subject to the
retirement by rotation. Further, any Director appointed to fill
a casual vacancy or as addition to the Board should hold
office only until the next following annual general meeting
and would then be eligible for re-election. This constituted a
deviation from the code provision A.4.2 of the Code.

To comply with the code provision, relevant amendments to
the Bye-laws of the Company were proposed and approved
by the shareholders at the annual general meeting of the
Company held on 18th August, 2005.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors set out in Appendix 10 to the Listing
Rules (the “Model Code”) as its code of conduct regarding
securities transactions by the Directors. Having made specific
enquiry of all Directors, all Directors have complied with the
required standard set out in the Model Code throughout the
financial year ended 31st March, 2006.

THE BOARD

The Board of the Company comprises ten Directors, including
six executive Directors, namely Dr. Tam Wai Ho, Samson Jp
(Chairman), Mr. Tam Wai Tong, Thomas (Managing Director),
Mrs. Tam Mui Ka Wai, Vivian, Mr. Kazuhiro Otani, Mr. Lee
Koon Hung and Dr. Fok Ting Yeung, James; one non-
executive Director namely Mr. Lo Chi Chung, William; and
three independent non-executive Directors, namely Mr. Yung
Wing Ki, Samuel MH, Mr. Ho Kwok Shing, Harris and Mr.
Wong Kon Man, Jason. During the financial year ended 31st
March, 2006, there has been no change as to the composition
of the Board.

The Board meets regularly and board meetings are held at
least four times a year at approximately quarterly intervals.
Notices of regular board meetings are served to all Directors
at least fourteen days before the meetings to ensure that all
Directors are given the opportunity to attend. Agenda and
accompanying board papers are sent out to all Directors at
least three days in advance to ensure that all Directors are
given the opportunity to include matters in the agenda for
regular board meetings. Draft minutes of board meetings
are circulated to all Directors for comment within a reasonable
time prior to confirmation. Minutes are recorded in sufficient
detail the matters considered by the Board and decisions
reached.
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RBEEZE_ZTEZRNF_A=+—HILBKFEE During the financial year ended 31st March, 2006, four board
R EBEBSEETMNNEE E2FM@AI2H  meetings were held and the individual attendance of each
FEEMT Director is set out below:
HESBERE
Number of
meetings attended
BITES Executive Directors
BERATHL (EFE) Tam Wai Ho, Samson Jp (Chairman) 4/4
BER(EEHKIE) Tam Wai Tong, Thomas (Managing Director) 4/4
BERE Tam Mui Ka Wai, Vivian 4/4
RKAFE Kazuhiro Otani 4/4
e Lee Koon Hung 4/4
EEF Fok Ting Yeung, James 4/4
FHITES Non-executive Director
EEHE Lo Chi Chung, William 4/4
BIYFHITES Independent non-executive Directors
RkHpans Yung Wing Ki, Samuel MH 4/4
o] B9 5K Ho Kwok Shing, Harris 4/4
THX Wong Kon Man, Jason 4/4

ESTRAFEAKRECBEEBRBLRBER @
ARERAKEEZMBERR

BREmE M E

The Board is responsible for formulating the overall strategies

BBBRRANEEEEECRELETIF - B8
EEREAREARSXBEERTREER -

EEMBAIEIA0(N) R QR)EZETE - XRRAFE
ZHERHBENBULIERNTES - UREP—
HEEHEST ARV B ERERNE LI
PITEZT BEFCCWRISBIIRATESR
& _E TR B SE 3.1 36k L E 8 32 M /B A F S AR

22

and policies of the Group, reviewing and monitoring its
financial performance, including preparing and approving
financial statements and overseeing operational matters of
the management. Daily business operations and
administration functions are delegated to the management.

Pursuant to Rules 3.10 (1) and (2) of the Listing Rules,
sufficient number of independent non-executive Directors
have been appointed with one of them has appropriate
accounting or related financial management expertise. The
Board has received annual confirmation of independence
from the independent non-executive Directors as required
under Rule 3.13 of the Listing Rules.
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THE BOARD (Continued)

The relationship between Dr. Tam Wai Ho, Samson Jp and
Mr. Tam Wai Tong, Thomas is brothers. Mrs. Tam Mui Ka
Wai, Vivian is the wife of Dr. Tam Wai Ho, Samson Jr. Save
for these relationships, there are no other financial, business,
family or other material/relevant relationships among
members of the Board.

Currently, the Company has set up five committees including
Remuneration Committee, Risk
Management Committee, Executive Management Committee
and Share Option Committee. Each committee is delegated
with various responsibilities by the Board in assisting the
Board in the discharge of its duties and to administer
particular aspects of the Group’s activities. Details of the
role and function of each committee are summarized below.

Audit Committee,

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The Chairman and the Managing Director are Dr. Tam Wai
Ho, Samson Jp and Mr. Tam Wai Tong, Thomas respectively.
The roles of the Chairman and the Managing Director are
clearly segregated and are not exercised by the same
individual. The Chairman’s principal responsibility is to
manage the Board and the Managing Director’s principal
responsibility is to manage the Company’s business. In
particular, the Chairman is responsible for the Group’s
corporate planning and financial management whereas the
Managing Director is responsible for the overall marketing
and sales strategies of the Group’s products.

NON-EXECUTIVE DIRECTOR

The term of appointment of each of the non-executive
Directors are fixed for a specific term, and shall be subject
to retirement by rotation and re-election in accordance with
the Company’s Bye-laws.
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REMUNERATION COMMITTEE

The Remuneration Committee was established in 1996. The
Company has adopted terms of reference in compliance with
code provision B.1.3 of the Code. The Remuneration
Committee comprises an executive Director, namely Dr. Tam
Wai Ho, Samson Jp (Chairman of the Remuneration
Committee) and two independent non-executive Directors,
namely Mr. Ho Kwok Shing, Harris and Mr. Wong Kon Man,
Jason.

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s policy and
structure in relation to remuneration of Directors and senior
management of the Company. It schedules to meet at least
once a year for reviewing the remuneration of the executive
Directors and senior management of the Company and
assessing performance of executive Directors. In determining
and approving the remuneration of Directors and senior
management of the Company, the Remuneration Committee
shall consider factors such as market competitiveness,
individual performance and achievement and company and
divisional profitability.

The Remuneration Committee has held two meetings during
the financial year ended 31st March 2006, for revising the
remuneration package for executive Directors and senior
management of the Company, and approving the payment
of bonus for and grant of share options to executive Directors
and senior management of the Company. The attendance of
each member is set out below:

HESERRE
Number of
meetings attended

BEIATHL Tam Wai Ho, Samson JrP 2/2
fa] [B9 X Ho Kwok Shing, Harris 2/2
EF®HX Wong Kon Man, Jason 2/2
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AUDIT COMMITTEE

The Audit Committee was established in 1999. The Company
has adopted terms of reference in compliance with code
provision C.3.3 of the Code. The Audit Committee comprises
three independent non-executive Directors, namely Mr. Yung
Wing Ki, Samuel MH (Chairman of the Audit Committee), Mr.
Ho Kwok Shing, Harris and Mr. Wong Kon Man, Jason and
a non-executive Director, Mr. Lo Chi Chung, William.

The principal responsibilities of the Audit Committee include
providing an independent and professional advice on financial
reporting, and evaluating the effectiveness of internal control
and the sufficiency of external and internal audits.

During the financial year ended 31st March, 2006, the Audit
Committee has held four meetings to review the accounting
principles and practices adopted, discuss and evaluate
internal control procedures, risk management and financial
reporting matters. It also ensures that the Group complies

ZHBEEMT with all applicable laws and regulations. The attendance of
each member is as follows:

HESBRHY

Number of

meetings attended

AokHgugs Yung Wing Ki, Samuel MH 4/4

AT B A Ho Kwok Shing, Harris 4/4

TF®X Wong Kon Man, Jason 4/4

EEHE Lo Chi Chung, William 3/4
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After each Audit Committee meeting, the Chairman of the
Audit Committee will present a report to the Board which
highlights any significant issues discussed in the meeting
for the Board’s information and consideration. To assist the
Audit Committee to carry out its duties, the Process
Improvement and Internal Audit Sub-committee was formed
in 2002 to provide support to frontline functions in improving
business operations and performing internal audit. Internal
audit reports will be directly sent to the Audit Committee
periodically.
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RISK MANAGEMENT COMMITTEE

The Risk Management Committee was established in 2001
to help Directors identify and assess business risks.
Corresponding strategies are formulated and
management system is implemented to prevent and manage
market and operational risks.

risk

EXECUTIVE MANAGEMENT COMMITTEE

The Executive Management Committee was established in
2005 with written terms of reference to operate as a general
management committee under the authority of the Board.
The Executive Management Committee comprises six
executive Directors, namely Dr. Tam Wai Ho, Samson Jr
(Chairman of the Executive Management Committee), Mr.
Tam Wai Tong, Thomas, Mrs. Tam Mui Ka Wai, Vivian, Mr.
Kazuhiro Otani, Mr. Lee Koon Hung and Dr. Fok Ting Yeung,
James.

SHARE OPTION COMMITTEE

The Share Option Committee was established in 1996 with
written terms of reference to deal with issues regarding any
grant of share options under the Company’s share option
scheme. In any case, the grant of the Company’s share
options to any Director or his associates requires the approval
of the Company’s independent non-executive Directors. The
Share Option Committee comprises two executive Directors,
Mrs. Tam Mui Ka Wai, Vivian (Chairman of the Share Option
Committee) and Mr. Lee Koon Hung.

AUDITORS’ REMUNERATION

For the year under review, the total remuneration in respect
of audit services provided by the Company’s auditors are
HK$1,522,664.
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DIRECTORS’ RESPONSIBILITIES FOR
PREPARATION OF THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for preparing
the Company’s financial statements which give a true and
fair view. The statement of the auditors of the Company
about their reporting responsibilities on the financial
statements is set out in “Report of the Auditors” on page 44
of the annual report.

INTERNAL CONTROLS

The Board has conducted review of the effectiveness of the
system of internal control of the Company and its subsidiaries
which cover the review of risk management functions, the
Company’s material controls including financial, operational
and compliance controls.

INVESTOR RELATIONS

The Group always places emphasis on communicating with
investors and is committed to enhancing investor relationship
by increasing its transparency to the investor community.
Measures to keep investors informed of the Group’s latest
developments comprehensively and timely include regular
meetings, presentations, posting of press release and
announcements on the Group’s website, visits to the
manufacturing plant and e-mail news updates.

27




MEE (HEE) R A A Group Sense (International) Limited
2006 A F #FH & Annual Report

EERESREEASRBNT

Directors and Senior Management Profiles

BITES
BEFEEL e RF420 RAKEZE
FREIMAZ—  FBEAREZEBRE LY
BEE -B—ANARF+—ABRBERARAE
MEES  EXNBEETIXAE  EEELH
i BRBEAETIAZEE ELE2BELE
- M—NWN_FNAREBTIXELERE S
BEFIERRE] IR NANEF+—A%E
RIBETRELSTF] - AR AT BE
ek BALENREREER  REER
ZERZE BRAIXAREUR-ATIXHEE
ITEREB/BRBAKEAIFEESREE - KA
BEREEZS -

BEREE  RF4M4E - BEAEBEZEFEL
BREAPAZ - HEEAEEERIEEM
GHEBREHEKE HEEEBEIKREBET
IREXE AETFTEHHLEEEFTEMZT
BEBRAACERBE -+ &K - FR-F
E-F\AEREIERELRBERESRDEK
BB 2 [RmBARKHE] - BRAEERE
TrFmrz AR o

28

EXECUTIVE DIRECTORS

Dr. Tam Wai Ho, Samson Jpr, aged 42, is the Chairman and
one of the founders of the Group. He is responsible for the
Group’s corporate planning and financial management. He
has been one of the members of the Remuneration
Committee of the Company since November 1996. He
graduated from the Chinese University of Hong Kong with a
Bachelor's degree in Science and later was awarded the
degree of Doctor of Philosophy from the Hong Kong
Polytechnic University. He received “The Young Industrialist
Award of Hong Kong” awarded by the Federation of Hong
Kong Industries in September 1992 and was awarded as
one of the “Ten Outstanding Young Persons” in November
1997. He is the President of the Hong Kong Association for
the Advancement of Science and Technology, the Deputy
Chairman of the Hong Kong Productivity Council, a member
of the Commission on Strategic Development, the Vice
Chairman of PRD Council of the Federation of Hong Kong
Industries and a member of The Hong Kong — European
Union Business Co-operation Committee. He is the younger
brother of Mr. Tam Wai Tong, Thomas.

Mr. TAM Wai Tong, Thomas, aged 44, is the Managing
Director and one of the founders of the Group. He is
responsible for the overall marketing and sales strategies of
the Group’s products. He has a Diploma in Electronic
Engineering from the Hong Kong Polytechnic University. He
has over twenty-one years of experience in marketing
electronic components and consumer electronic products.
He received “Advanced Technology Development Award” of
“Capital Magazine’s Outstanding Information Technology and
Financial Enterprise Awards” in August 2001. He is the elder
brother of Dr. Tam Wai Ho, Samson Jp.
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EXECUTIVE DIRECTORS (Continued)

Mrs. TAM Mui Ka Wai, Vivian, aged 38, is the wife of Dr.
Tam Wai Ho, Samson JP. She joined the Group in February
1992 and is responsible for human resources management,
administrative matters and electronic publishing of the Group.
She has been one of the members of the Share Option
Committee of the Company since November 1996. She has
a Bachelor’s degree in Arts from the University of Hong
Kong and a Master’s degree in Training and Human Resource
United
Kingdom, and has over sixteen years of experience in

Management from the University of Leicester,

management and administration.

Mr. Kazuhiro OTANI, aged 45, joined the Group as Executive
Director in April 1997. He is responsible for OEM/ODM
business in the Strategic Product Division, corporate business
planning and corporate sourcing strategy. He graduated from
the Kansai University of Foreign Studies in Osaka, Japan
with a Bachelor of Arts in Foreign Languages, and has been
working for a Japanese electronics company for fourteen
years before he joined the Group. He has spent the latter
ten years in the Hong Kong office of this Japanese company
since 1987, being responsible for sales and marketing of
electronic components such as IC, LCD, etc.

Mr. LEE Koon Hung, aged 43, joined the Group in 1988
and was appointed as Executive Director of the Group in
April 1998. He is responsible for the smartphone and PDA
business of the Group. He has been one of the members of
the Share Option Committee of the Company since April
2003. He graduated from the Hong Kong Polytechnic
University with Higher Certificate in Electronic Engineering
and obtained a Bachelor’'s degree in computer science from
Asia International Open University and a Master of Science’s
degree in Engineering Business Management from the
University of Warwick, United Kingdom. He has twenty-two
years of experience in product development.
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EXECUTIVE DIRECTORS (Continued)

Dr. FOK Ting Yeung, James, aged 57, joined the Group as
Executive Director in April 1999. He is responsible for the
Group’s strategic operations. He holds a Bachelor of Science
in Engineering and a Master of Philosophy from the University
of Hong Kong, and a Doctor of Philosophy Degree from the
University of London. He has thirty-six years of experience
in many areas, including academic research, industrial
research, production management, product development,
consulting and strategic business development. Before joining
the Group, he served Hong Kong Productivity Council for
thirteen years as Divisional Manager of Electronics Services
Division, Branch Director of Design and Automation Branch
and finally as Deputy Executive Director. He is a member of
the Advisory Committee on Electronic Engineering of the
Chinese University of Hong Kong.

NON-EXECUTIVE DIRECTOR

Mr. LO Chi Chung, William, aged 46, is a Non-executive
Director of the Group. He has been one of the members of
the Audit Committee of the Company since April 2003. He
graduated from the Hong Kong Polytechnic University and is
a fellow member of both the Hong Kong Institute of Certified
Public Accountants and the Association of Chartered Certified
He also holds a Master of Business
Administration degree from the University of Warwick, United

Accountants.

Kingdom. Prior to joining the Group in July 1993, Mr. Lo has
worked for several major international corporations including
IBM and Siemens. He was appointed as an Executive Director
of the Group in November 1996 and resigned with effect
from April 2003 but remains as a Non-executive Director in
the Board. He is currently an executive director of K. Wah
International Holdings Limited and Galaxy Entertainment

Group Limited.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. YUNG Wing Ki, Samuel mH, aged 48, Certified Financial
Planner®™, Registered Financial Consultant, Chartered
Financial Practitioner, is a Senior District Director of American
International Assurance Company (Bermuda) Limited. He is
also the Hong Kong and Macau Chair of International
Association of Registered Financial Consultants. He joined
the Group as Independent Non-executive Director in January
1995 and has been one of the members of the Audit
Committee since March 1999. He has over twenty-four years
of experience in insurance and received “The Ten
Outstanding Young Persons Award” in November 1994. He
was the Chairman of The Outstanding Young Persons’
Association (2000-2002), the President of The Life
Underwriter Association Hong Kong (1991), the President of
the General Agents and Managers Association of Hong Kong
(1995-1996), the Co-Chairman of the Asia Pacific Life
Insurance Council (1996-1997) and the International
Committee Chairman of GAMA International (1997-1999).
He is a Council Member of Kwai Tsing District Council and
The Hong Kong Institute of Directors. He also sits in a number
of fund raising committees as either chairman or committee
member for several major charities and Government
committees.

Mr. HO Kwok Shing, Harris, aged 46, is the director of E-
Order Industries Limited. He joined the Group as an
Independent Non-executive Director in January 1995. He
has been the member of the Remuneration Committee and
the Audit Committee of the Company since November 1996
and March 1999 respectively. He has a Diploma in Journalism
from the Shue Yan College and a Master’'s degree in
Business Administration from the Hong Kong Polytechnic
University. He has over twenty-three years of experience in
marketing consumer electronic products.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
(Continued)

Mr. WONG Kon Man, Jason, aged 42, joined the Group as
an Independent Non-executive Director and a member of
the Audit Committee in September 2004. He has been a
member of the Remuneration Committee of the Company
since January 2005. He graduated from The University of
Hawaii with a Bachelor’s degree in Business Administration
majoring in Accounting. He is a member of the Hong Kong
Institute of Certified Public Accountants and the American
Institute of Certified Public Accountants and has over eleven
years of experience in accounting and auditing. At present,
Mr. Wong is the Managing Director of Fortune Capital Group
Limited.

SENIOR MANAGEMENT

Mr. Masakatsu TSUJI, aged 68, is the Deputy Managing
Director — Manufacturing of the Group. He has extensive
experience in manufacturing of electronic products such as
personal computers and personal digital assistants. Prior to
joining the Group in July 1999, he worked for a famous
Japanese electronics company as a senior management staff
for thirty-eight years and has considerable overseas working
experience in United States, Korea and other Southeast Asian
countries.

Ms. LUK Chui Yung, Judith, aged 39, is the General
Manager of the Electronic Dictionary Division of the Group.
She graduated from the City University of Hong Kong with a
Higher Diploma in Business Management. She has seventeen
years of experience in marketing & sales of consumer
electronic products. She joined the Group in 1989. She is
the wife of Mr. Lee Koon Hung.

Mr. LI Chi Hung, Francis, aged 48, is the Executive Director,
Marketing and Business Development of Group Sense PDA
Limited, a subsidiary of the Group. He holds a Master’s
degree in Business Administration from University of East
Asia. Prior to joining the Group in December 2003, he has
more than twenty-one years of experience in marketing and
manufacturing of consumer electronic products.
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SENIOR MANAGEMENT (Continued)

Mr. CHAN Ho Bun, Steve, aged 45, is the General Manager
of the Group’s Strategic Product Division. He graduated from
University of Birmingham, United Kingdom with a Bachelor
of Science in Computer Science. He has over twenty years
of experience in the field of electronics and computer
products. He joined the Group in 1993.
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The directors present their annual report and the audited
consolidated financial statements for the year ended 31st
March, 2006.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
principal activities of its principal associates and subsidiaries
are set out in notes 21 and 46 respectively to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st March,
2006 are set out in the consolidated income statement on
page 46.

An interim dividend of HK2.0 cents per ordinary share
amounting to HK$23,952,000 was paid to the shareholders
during the year. The directors now recommend the payment
of a final dividend of HK3.0 cents per ordinary share to the
shareholders on the register of members on Friday, 29th
September, 2006, amounting to approximately
HK$35,928,000, and the retention of the remaining profit for
the year of HK$89,611,000.

MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31st March, 2006:

(i) The Group’s largest customer and five largest
customers accounted for approximately 34% and 80%,
respectively of the Group’s total revenue.

(i) The Group’s largest supplier and five largest suppliers
accounted for approximately 13% and 42%,
respectively, of the Group’s total purchases (not
including purchases of items which are of capital
nature).

According to the understanding of the directors, none of the
directors, their associates or any shareholders who owned
more than 5% of the Company’s share capital had any
interest in the five largest customers nor the five largest
suppliers.
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Report of the Directors (Cont’'d)

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired leasehold improvements
of approximately HK$5 million, furniture, fixtures and
equipment of approximately HK$5 million, plant and
machinery of approximately HK$12 million, toolings and
moulds of approximately HK$10 million, motor vehicles of
approximately HK$1 million and construction in progress of
approximately HK$4 million.

Details of these and other movements in the property, plant
and equipment of the Group during the year are set out in
note 18 to the consolidated financial statements.

SHARE CAPITAL
Details of movements in the share capital of the Company
are set out in note 37 to the consolidated financial statements.

During the year, the Company repurchased certain of its
own shares through The Stock Exchange of Hong Kong
Limited, details of which are set out in note 37 to the
consolidated financial statements. The directors considered
that, as the Company’s share were trading at a discount to
the net asset value per share, the repurchases would
increase the net asset value per share of the Company.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company during the year and up to the
date of this report were:

Executive directors:

Tam Wai Ho, Samson Jp (Chairman)

Tam Wai Tong, Thomas (Managing Director)
Tam Mui Ka Wai, Vivian

Kazuhiro Otani

Lee Koon Hung

Fok Ting Yeung, James

Non-executive director:
Lo Chi Chung, William
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS (Continued)

Independent non-executive directors:

Yung Wing Ki, Samuel MH

Ho Kwok Shing, Harris

Wong Kon Man, Jason

In accordance with Bye-law 87 of the Company’s Bye-laws,
Dr. Tam Wai Ho, Samson Jp, Mr. Tam Wai Tong, Thomas,
Mr. Kazuhiro Otani, Dr. Fok Ting Yeung, James and Mr. Lo
Chi Chung, William retire and, being eligible, offer themselves
for re-election.

All non-executive directors have been appointed for a term
of no more than one year.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract
which is not determinable by the Group within one year
without payment of compensation, other than statutory
compensation.

INDEPENDENT NON-EXECUTIVE DIRECTORS
The Company has received from each of its independent
non-executive directors, namely Mr. Yung Wing Ki,
Samuel MH, Mr. Ho Kwok Shing, Harris and Mr. Wong Kon
Man, Jason, an annual confirmation of their independence
pursuant to Rule 3.13 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) and considers the independent non-
executive directors to be independent.
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DIRECTORS’ INTERESTS IN SECURITIES

At 31st March, 2006, the interests of the Directors and their
associates in the shares and underlying shares of the
Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the
“SFO”)), as recorded in the register maintained by the
Company under Section 352 of the SFO or as otherwise
notified to the Company and The Stock Exchange of Hong
Kong Limited pursuant to the Model Code for Securities
Transactions by Directors set out in Appendix 10 to the Listing
Rules (the “Model Code”), were as follows:

ESRAcESTER
R-ZTEXE=ZA=+—0 RESHRHPE
eI B 3521 AT 2 B R MATE - IR LT
RIS 10 BB B RTES X H 2 BT A
(MEEFA) MARRAREBHAEXSMER
REMER  SEERWEIHEALHNES
ARAIREMBAR (ERRES RAEEHS
XVE) Z B85 RARRIA (D 2 a0 T

FREEERROEE (FR)
Number of ordinary shares held (long position)

HEBRTRA

Bty BARESE RIAER HinfE % ZESH
BExpns Nature Personal Family Other #E % ofissued
Name of director of interests interests interests interests Total share capital
BREFATHL ffa£1k2 26,000,000 - 537,877,118 563,877,118 47.08
Tam Wai Ho, Samson JP Notes 1 & 2
BRE ftat1k2 29,000,000 - 537,877,118 566,877,118 47.33
Tam Wai Tong, Thomas Notes 1 & 2
BERE ffiF1 2,300,000 - 537,877,118 540,177,118 45.10
Tam Mui Ka Wai, Vivian Note 1
RAME 2,000,000 - - 2,000,000 0.17
Kazuhiro Otani
EJng;:d 1,676,000 550,000 - 2,226,000 0.19
Lee Koon Hung
‘LR 3,000,000 - - 3,000,000 0.25
Lo Chi Chung, William
Mt - Notes:
1. It % 537,877,118/ Ik 17 5 LA Earnmill Hold- 1. The 537,877,118 shares are registered in the name of

ings Limitedz % & E & © % 2 7 # The
Samson 1992 Trustf The Thomas 1992
TrustiZ iR Ll 4L Bz %A ° The Samson
1992 TrustR —IE2BEREFT - E2BERE
T ABREERELIATe Lt REEEEREE
#Z 4 > The Thomas 1992 TrustA —E 2 R
Bt HE2EREXZABREEEELAR
EERBRZL - BERE LT ratr E6
2244 MEBREREL A Y AEammill Holdings
LimitedZ £ £ -

2. WEBREREESRE I Arst NEEREEHR
[ 45 B #920,000,000 % I 17 ©

Earnmill Holdings Limited, a company ultimately beneficially
owned by The Samson 1992 Trust and The Thomas 1992
Trust in equal shares. The Samson 1992 Trust is a
discretionary trust, the discretionary beneficiaries of which
include Dr. Tam Wai Ho, Samson Jp and Mrs. Tam Mui Ka
Wai, Vivian (spouse of Dr. Tam Wai Ho, Samson Jpr). The
Thomas 1992 Trust is a discretionary trust, the discretionary
beneficiaries of which include Mr. Tam Wai Tong, Thomas
and Mrs. Tam Ng Lai Yuen, Jocelyn (spouse of Mr. Tam
Wai Tong, Thomas). Dr. Tam Wai Ho, Samson Jp, Mrs. Tam
Mui Ka Wai, Vivian and Mr. Tam Wai Tong, Thomas, being
Directors, are directors of Earnmill Holdings Limited.

2. Included above is the 20,000,000 shares which are jointly

owned by Dr. Tam Wai Ho, Samson Jp and Mr. Tam Wai
Tong, Thomas.
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DIRECTORS’ INTERESTS IN SECURITIES

(Continued)

The interests of the Directors and their associates in the
share options granted by the Company are set out in the
section “Share Options” in the Report of the Directors.

Save as disclosed above, at 31st March, 2006, none of the
Directors or their associates had any interests or short
positions in the shares and underlying shares of the Company
or any of its associated corporations as defined in the SFO.

SHARE OPTIONS

Particulars of the Company’s and its subsidiary’s share option
schemes are set out in note 38 to the consolidated financial
statements.

ARABZEBERBRERAFRNZEHHEFE L The following table discloses movements in the Company’s
™ share options during the year:
REE AR  REEAER
BERRE ief A AT FREFW FREHE ERTE i AR AT 2
RHEHAH  Outstanding Granted  Cancelled Exercised Outstanding
Option  at beginning during during during at end
grant date of the year the year the year the year  of the year
Bx
Directors
BEREZATEL 19.4.2004 900,000 - - - 900,000
Tam Wai Ho, Samson JpP
ERE 19.4.2004 900,000 - - - 900,000
Tam Wai Tong, Thomas
EERE 19.4.2004 400,000 - - - 400,000
Tam Mui Ka Wai, Vivian
RAME 19.4.2004 900,000 - - - 900,000
Kazuhiro Otani 3.6.2005 - 800,000 - - 800,000
TRk (fat) 19.4.2004 1,400,000 - - - 1,400,000
Lee Koon Hung (Note) 3.6.2005 - 1,300,000 - - 1,300,000
EEF 12.8.2002 400,000 - - - 400,000
Fok Ting Yeung, James 24.3.2003 400,000 - - - 400,000
19.4.2004 400,000 - - - 400,000
3.6.2005 - 400,000 - - 400,000
By (E=%)
Total (Directors) 5,700,000 2,500,000 - - 8,200,000
&8
Employees 12.8.2002 30,000 - - - 30,000
24.3.2003 136,000 - - (40,000) 96,000
19.4.2004 5,179,000 - (534,000) - 4,645,000
3.6.2005 - 6,290,000 (328,000) - 5,962,000
B (ES)
Total (Employees) 5,345,000 6,290,000 (862,000) (40,000) 10,733,000
st
Grand Total 11,045,000 8,790,000 (862,000) (40,000) 18,933,000
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BEERRE (B SHARE OPTIONS (Continued)
FHRELRBREMNFBENDOT ¢ Details of specific categories of options are as follows:
#EAH 5B TR TEE
Date of grant Vesting period Exercise period Exercise price
BT
HK$
12.8.2002 12.8.2002 - 16.6.2003 17.6.2003 — 16.6.2008 0.250
24.3.2003 24.3.2003 - 19.1.2004 20.1.2004 - 19.1.2009 0.202
19.4.2004 19.4.2004 — 19.1.2005 20.1.2005 - 19.1.2010 0.950
3.6.2005 26.4.2005 - 25.4.2006 26.4.2006 — 25.4.2009 0.606

Mt ZEEREZEBAAARZIES - WEET  Note: The wife of Mr. Lee Koon Hung, who is also an employee of

KRB ZEBEREE RZZEZRFEF=ZR=1 the Company, was granted options of the Company. At 31st
—H - FE ML E 2 K KH1,000,00018 5 R March, 2006, 1,000,000 options of Mrs. Lee were included
Mt 2 BIETE LI TR M e 2 B RRIERE under the interests in options of Mr. Lee Koon Hung set out
A e above.

RRABBMNEBZBLABERBBHH(BI=Z  The closing price of the Company’s shares immediately

THEANAZH) ZAMKTEA0.61E7T - &K  before the date of grant on 3rd June, 2005 was HK$0.61.

NAIBRMNEBREEERBRETEBR ZMEFE  The weighted average closing price of the Company’s shares

HH W TERSTAETT - immediately before the dates on which the options were
exercised were HK$0.57.

REBEE-ZTNFZA=ZF+—HBILFERKHE The fair value of an option on one share of the Company

T EAR0.6068 T2 BERKEZ AFEME  granted during the year ended 31st March, 2006 with exercise

B0.1388 T o M TIAZTAXNELRIMETEE  price per share of HK$0.606 is estimated at HK$0.138. The

BAAERFERAEAZKBE : following significant assumptions were used to derive the
fair value, using the Binomial option pricing model:

FEFERENELRREFR (F) 3.44

Estimated expected life of options granted (years)

BREBEBERE KRBT E ZBRE 39.35%
Expected volatility based on historical share price movement

BRINEESEREE 3.23%
Hong Kong Exchange Fund Notes Rate

REBET _BARENREAFEFREWEE 6.56%
Expected annual dividend yield based on dividend payments in the last 12 months

WU Bz B R 2 P 7.71%
Risk-of-forfeiture adjustment
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EERNENZERESR
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T 2 4 $U4E 494,000,000/8 7 - B K T
SETREHACH—BIHNERATEEE
W -
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S

RERZXZFAREEREZBILIFATES
R RERHDNEAEEZ —RBEXERK

AEEBET -

BREXBEEN  RARAZTEERARAH
BEEMMBARARAFEFREIRNETFANE
MEHEALCEZANTHEERAHERS
BERKES -
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SHARE OPTIONS (Continued)

The Binomial option pricing model requires the input of
assumptions, including the volatility of share price and
dividend yield. Because changes in assumptions can
materially affect the fair value estimated, in the Directors’
opinion, the options’ actual value may differ from the
estimated fair value of the options due to limitations of the
existing model.

Approximately HK$1,085,000 (2005: Nil) is recognized in the
consolidated income statement in respect of the value of
options granted during the year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

OR DEBENTURES

Other than as disclosed above, at no time during the year
was the Company or any of its subsidiaries a party to any
arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

During the year, the Group purchased electronic components
amounting to approximately HK$4 million from Genfield
Enterprises Limited, a company in which Mr. Tam Wai Tong,
Thomas, has beneficial interests before 31st October, 2005.

In the opinion of the independent non-executive directors
who do not have any interest in the above transactions, the
transactions were carried out on normal commercial terms
and in the ordinary and usual course of business of the
Group.

Other than as disclosed above, no contracts of significance
to which the Company or any of its subsidiaries was a party
and 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.
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Name of shareholder

Earnmill Holdings Limited

HEEESEENT
Value Partners Limited

aEs
Cheah Cheng Hye

Witk -

1. ZERER X [EEER 2B | TR
EHERA -

2. TREASCERRARERARELE BRES
95,898,000/ fx 17  #/E B L EFBAEZIRE
SEIRNEBT7% L EaMRRIEREEZE
B fn #Eas o

BEXHBEEN  R-BEAEZ A=+
BB AA T R AR AA AR RIS E S
B 555 16 1 28 0 2% )50 0 PR A6 BB £
ZHEREAE -

EEEHRES (@&
Report of the Directors (Cont’'d)

SUBSTANTIAL SHAREHOLDERS

At 31st March, 2006, the register of substantial shareholders
kept by the Company pursuant to Section 336 of the SFO
shows that other than the interests disclosed above in respect
of certain directors, the following shareholders had notified
the Company of relevant interests and short positions in the
issued capital of the Company:

FREERROBE (FR)

Number of HEBRTREAZESE

ordinary shares held % of issued
(Long Position) share capital
537,877,118 44.91

(Kt &t —) (Note 1)

95,898,000 8.01
(Kf## =) (Note 2)

95,898,000 8.01
(Kf## =) (Note 2)

Notes:

1. The shareholding is also included in the “Directors’ Interests
in Securities” disclosed above.

2. Value Partners Limited is holding the 95,898,000 shares as
an investment manager. Mr. Cheah Cheng Hye is deemed
to be interested in such shares through his 32.77% interest
in Value Partners Limited.

Save as disclosed above, at 31st March, 2006, the Company
had not been notified by any persons who had interests or
short positions in the shares or underlying shares which
would fall to be disclosed to the Company under the SFO.
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PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis
to the existing shareholders.

PUBLIC FLOAT

The Company has maintained the prescribed public float
under the Listing Rules, based on the information that is
publicly available to the Company and within the knowledge
of the Company’s directors throughout the year ended 31st
March, 2006.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as its code of
conduct regarding securities transactions by the Directors.
Having made specific enquiry of all Directors, all Directors
have complied with the required standard set out in the Model
Code throughout the financial year ended 31st March, 2006.

AUDIT COMMITTEE

The Audit Committee comprises independent non-executive
directors, Mr. Yung Wing Ki, Samuel MH (Chairman of the
Audit Committee), Mr. Ho Kwok Shing, Harris, and Mr. Wong
Kon Man, Jason and a non-executive director, Mr. Lo Chi
Chung, William.

During the year, the Audit Committee has held four meetings
with 93.75% attendance to review the accounting principles
and practices adopted by the Group and discuss internal
control and financial reporting matters. The Audit Committee
has reviewed the audited consolidated financial statements
for the year ended 31st March, 2006.
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AUDITORS

A resolution will be submitted to the annual general meeting
to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors
of the Company.

On behalf of the Board
Tam Wai Tong, Thomas
Managing Director

Hong Kong
17th July, 2006
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BREESMBREAMBBELBEESTAEERZ
BE - NTERILEERNREXSVBERRE
FiE2ERMGRIRHE - FIETE 2/ BERE
BEe BESEZARBER KETERER

YRR BEZESFBE -

TO THE SHAREHOLDERS OF
GROUP SENSE (INTERNATIONAL) LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Group Sense (International) Limited (the “Company”) and its
subsidiaries (the “Group”) from pages 46 to 118 which have
been prepared in accordance with accounting principles
generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

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

It is our responsibility to form an independent opinion, based
on our audit, on those consolidated financial statements and
to report our opinion solely to you, as a body, in accordance
with Section 90 of the Bermuda Companies Act, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this
report.

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. An audit includes examination,
on a test basis, of evidence relevant to the amounts and
disclosures in the consolidated financial statements. It also
includes an assessment of the significant estimates and
judgments made by the directors in the preparation of the
consolidated financial statements, and of whether the
accounting policies are appropriate to the circumstances of
the Group, consistently applied and adequately disclosed.
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BASIS OF OPINION (Continued)

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 consolidated
financial statements are free from material misstatement. In
forming our opinion, we also evaluated the overall adequacy
of the presentation of information in the consolidated financial
statements. We believe that our audit provides a reasonable
basis for our opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at
31st March, 2006 and of the profit and cash flows of the
Group for the year then ended and have been properly
prepared in accordance with the disclosure requirements of
the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
17th July, 2006
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Consolidated Income Statement
HE-_ZTZTNFZA=Z+—HILFE Forthe year ended 31st March, 2006

—EERE —ZEThF
2006 2005
By TR TExT
Notes HK$’000 HK$’000
L/ON Revenue 6 1,490,757 1,309,630
& B Cost of sales (1,189,637) (998,786)
EH Gross profit 301,120 310,844
E{M&)\ Other income 8 23,158 13,396
xRFAESH Research and development expenses (81,860) (75,517)
% REEZ H Distribution and selling expenses (70,017) (83,709)
ﬁ B Administrative expenses (100,071) (95,995)
HERERERBE Impairment loss on available-for-sale
investments 23 (10,000) -
BIEEEREZATERE Loss on change in fair value of
held-for-trading investments (2,265) -
& B AR Finance costs 9 (1,136) (1,500)
HE-HEME 2 W= Gain on disposal of a leasehold property 19,375 -
FEM — B & N EIBRF 2 B 4%  Allowance for amount due from an associate (2,822) -
HE-WBAR M= Gain (loss) on disposal of
(E1#8) a subsidiary 10 789 (4,758)
75t B 4 7l Profit before tax 76,271 62,761
Fris® (L) BE Income tax (expense) credit 11 (21,880) 226
IRF [E 5 T Profit for the year 12 54,391 62,987
FEME B Attributable to:
BRRIREREA Equity holders of the parent 54,391 62,158
DSYRRER Minority interests - 829
54,391 62,987
& 2 Dividends 15
“ETRFENRE Final dividend of 2005 paid: HK3.0 cents
% 2 lﬁxjt?@ﬂx (Final dividend of 2004 paid: HK3.0 cents)
3.08L (=2 % @ i per ordinary share
B REARE 36,110 35,966
HE B tﬁﬁ ;EH& Interim, paid: HK2.0 cents
2.0l (= (2005: HK1.0 cent) per ordinary share
1.0/ 1) 23,952 11,988
60,062 47,954
RER - B tH Final, proposed: HK3.0 cents
3.0l (= (2005: HK3.0 cents) per ordinary share
3.08 ) 35,928 36,110
95,990 84,064
Fm A Earnings per share 16
B (GBI Basic (HK cents) 4.5 5.2
g (B Diluted (HK cents) 4.5 5.2
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Non-current assets

Property, plant and equipment
Prepaid lease payment
Intangible assets

Interests in associates
Investments in securities
Available-for-sale investments
Other receivables

Other assets

Deferred tax assets

Current assets

Inventories

Trade receivables

Other receivables

Prepaid lease payment
Amounts due from associates
Tax recoverable
Investments in securities
Held-for-trading investments
Bank deposits

Bank balances and cash

Current liabilities

Trade payables

Other payables

Product warranty provision
Tax payable

Bank borrowings

Net current assets

Total assets less current liabilities

REEERMEXR

Consolidated Balance Sheet
MR-ZTZXE=HF=+—H At31st March, 2006

18
19
20
21
22
23
24
25
36

26
27
28
19
29

22
30
31
31

32
33
34

35

“EERE —2ThEF
2006 2005
TERT TET
HK$°000 HK$°000
(E51)
(restated)
106,125 179,109
8,635 8,662
7,164 8,804
4 -
- 37,984
27,984 -
3,960 3,750
300 10,085
154,172 248,394
181,483 189,156
182,918 85,958
43,929 49,331
223 223
3,868 6,183
- 72
- 8,986
40,740 -
210,999 56,784
36,608 225,616
700,768 622,309
183,843 168,453
57,959 59,170
500 500
11,406 -
608 26,654
254,316 254,777
446,452 367,532
600,624 615,926
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Consolidated Balance Sheet (Cont’'d)

RZZETZTRXF=ZA=+—H Forthe year ended 31st March, 2006

—EEXE —ETEREF
2006 2005
Wi FTET FET
Notes HK$’000 HK$°000
(&)
(restated)
BEXR#E Capital and reserves
P 7R Share capital 37 119,761 120,366
s Reserves 479,240 484,656
BRAREREA Equity attributable to equity holders
JE {ify B 1 of the parent 599,001 605,022
LERRER Minority interests 847 829
P fe 58 Total equity 599,848 605,851
k¥RBaE Non-current liabilities
RITEE Bank borrowings 35 - 9,988
ERBIESE Deferred tax liabilities 36 776 87
776 10,075
600,624 615,926

BN FAEBHZGRAMBHREN —_EZ /X The consolidated financial statements on pages 46 to 118
FrAt++BREEESZ AENE#ESIT fh  were approved and authorised for issue by the Board of

THESRREFEHFE - Directors on 17th July, 2006 and are signed on its behalf by:
EERET et BERELE
Dr. Tam Wai Ho, Samson JpP Mr. Tam Wai Tong, Thomas
BEF EF
Director Director
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Consolidated Statement of Changes in Equity

HE-_ZTZTXF=-ZA=+—HILFE Forthe year ended 31st March, 2006

BARAREREARERE
Attributable to equity holders of the parent
BRAR Ex SERE
ke R&EE  BRE  RORRE  BERE  BRER  EXRE  EZRER L s REEE
Share Capital
Share Share option redemption  Goodwill Special  Translation Accumulated Minority Total
capital  premium reserve reserve reserve reserve reserve profits Total interests equity

Tér  Tex  TET  TEr  TEr  TEr  TEn  TEn  TEn  TER  TERL
HKS000  HKS000  HKS000  HK$000  HKS000  HKS000  HKSO00  HK$000  HKS000  HK§000  HK$000

HZSERERA-A Balance at 1st April, 2004 119,746 411,315 - 49 (15,550) (60,819) 783 132,966 588,860 - 588,860
RAZEMIEZER  Exchange differences
ERRENRER on translation of foreign
EARRER operations and net
income recognised
directly in equity - - - - - - (88) - (88) - (88)
LE-HEAFER Realised on disposal
of a subsidiary - - - - - - 679 - 679 - 679
TERET Profit for the year - - - - - - - 62,158 62,158 829 62,987
TEZEEANEAE  Total recognised income
for the year - - - - - - 591 62,158 62,749 829 63,578
R BB ARE Issue of new shares
FEZvd G - from exercise of
share options 620 747 - - - - - - 1,367 - 1,367
BRRE Dividend paid - - - - - - - (47954)  (47.954) - (47,954
620 747 - - - - - (47,954) (46,587) - (46,587)
RZZZR%=F=+—H Balance at 31st March, 2005 120,366 412,062 - 419 (15,550) (60,819) 1,374 147,170 605,022 829 605,851
SHPREG R E Effect of changes
(EHiz2h) in accounting policies
(see Note 24) - - - - 1550 - - (1590) (410) - (410)
K-ZZREEA-8  Balance at 1t April, 2005
(&mE=50) as restated 120,366 412,062 - 49 - (60,819) 1,374 131,210 604,612 829 605,441
RASBMEEZER  Exchange differences
ERRFUNRER on translation of foreign
ERRRER operations and net
income recognised
directly in equity - - - - - - 1,765 - 1,765 18 1,783
LE-HEAFER Realised on disposal
of a subsidiary - - - - - - 172 - 172 - 172
TEREF Profit for the year - - - - - - - 54,391 54,391 - 54,391
TEEERANEEE  Total recognised income
for the year - - - - - - 1,987 54,391 56,328 18 56,346
RIRELARE Issue of new shares
ESPA Ul - from exercise of
share options 4 4 - - - - - - 8 - 8
AR Repurchase of shares (609) (2,361) - - - - - - (2,970) - (2,970)
B RES 2 Recognition of equity-settled
R A share-based payment - - 1,085 - - - - - 1,085 - 1,085
RECHRERE  Final dividend paid for 2005 - - - - - - - (36110 (3,110) - (3,110
ZEERFEATERS  Interim dividend paid for 2006 - - - - - - - (8952) (2395 - (28952
©05) (%) 108 - - - - (6008)  (61,9%9) - (et
RZZTREZF=+—H Balance at 31st March, 2006 119,761 409,705 1,085 419 - (60,819) 331 125,539 599,001 847 599,848

BREEEMKEZHMNB AR ZKME  The special reserve represents the difference between the

BEEARFTARARAQARBEHE—ILNL=F nominal value of the shares of the acquired subsidiaries and

IR SEENRAREKEEEMEIT 2 the nominal value of the Company’s shares issued for the

BHEBEZZEZE - acquisition at the time of the group reorganisation prior to
the listing of the Company’s shares in 1993.
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Consolidated Cash Flow Statement
HE-_ZTZTNFZA=Z+—HILFE Forthe year ended 31st March, 2006

—EERE —ZEThF
2006 2005
TR TET
HK$°000 HK$’000
(&=7)
(restated)
R Operating activities
754 3 4 Profit before tax 76,271 62,761
HE Adjustments for:
e Depreciation 23,952 29,479
FESZH Interest expense 1,136 1,500
REEE Allowance for slow moving inventories 39,841 14,831
REBRBERER Allowance for and direct write off
BT doubtful receivables 2,710 6,908
BB EHH Amortisation of intangible assets 7,344 5,308
HENHEREHHE Amortisation of prepaid lease payment 223 218
HE-HEWE 2 WzH= Gain on disposal of a leasehold property (19,375) -
HE-MEBARZ (W)  (Gain) loss on disposal of
&8 a subsidiary (789) 4,758
AHERERERE Impairment loss on available-for-sale investments 10,000 -
B 2 B AR B B 18 Impairment loss on development costs 3,500 1,195
A BUA Interest income (4,750) (1,326)
BEEBEREZLAT Loss on change in fair value of held-for-trading
HEBE investments 2,265 -
HEME - BEREHEZ  Loss on disposal of property, plant and equipment
BB (AEWERIN) (other than leasehold property) 702 502
AR HE R H 2% Share-based payment expense 1,085 -
W —REENB AR Waiver of amount due from a fellow subsidiary 664 -
Rk
RSB B AR Waiver of amounts due to fellow subsidiaries
BRr ek - (23,599)
LEELEHA Operating cash flows before movements
ZIEER S NE in working capital 144,779 102,535
FEEM Increase in inventories (32,089) (47,610)
EUE SRR (L) B (Increase) decrease in trade receivables (99,617) 65,441
H b JE U2 BR FRIE AN Increase in other receivables (136) (7,411)
BAREEERE Purchase of held-for-trading investments (34,019) -
JE U B & N R R FOR Decrease (increase) in amounts due
(& m) from associates 2,315 (444)
B 5 RZIEm Increase in trade payables 15,091 53,307
HipfERBRFUR D Decrease in other payables (1,244) (6,167)
REERF(ER)EL 2 Cash (used in) generated from operations
e (4,920) 159,651
IR EARHARN Income tax paid in the People’s Republic of China
([HE])ME#R (the “PRC”)/Hong Kong Profits Tax paid
BEBANEH - (21)
RETBNGH Hong Kong Profits Tax refunded - 50
REEXBH (ER) EE Net cash (used in) generated
ZERE from operating activities (4,920) 159,680
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Consolidated Cash Flow Statement (Cont’d)

HE-_ZTZTXF=-ZA=+—HILFE Forthe year ended 31st March, 2006

—EEXRE —2ThF
2006 2005
Bt 5E TER FET
Note HK$’000 HK$'000
(L E5)
(restated)
REXH Investing activities
HEME - BER® Proceeds from disposal of property,

Z B3 3R plant and equipment 106,112 521
,\@K‘é”&ﬁﬁmﬂ@ Decrease in other receivables 5,000 8,750
FBUWA Interest received 4,750 1,326
HE—MBARIZHBHE Proceeds from disposal of a subsidiary

(AERERES (net of cash and cash equivalents

FELE) disposed of) 39 189 10,511
BAME  HE k& Purchase of property, plant and equipment (36,913) (24,309)
RN Development costs incurred (9,204) (6,140)
B REIREE M Increase in investment in associate (4) -
FBHRELN Increase in investment in securities - (10,318)
REXKH (ER) EE Net cash generated from (used in)

ZEESE investing activities 69,930 (19,659)
MEXK Financing activities
BIERE Dividend paid (60,062) (47,954)
BEIEBTER Repayment of bank loans (25,755) (19,337)
FREEEFFRD Net decrease in trust receipt loans (10,887) (32,832)
BERREERR D Repurchase of ordinary shares

of the Company (2,970) -
FEZH Interest paid (1,136) (1,500)
RATE LM Increase in bank overdrafts 608 -
BT AR Issue of share capital 8 1,367
BRMBENES Repayment of obligations under finance leases - (29)
MEERFFERZFHEL  Net cash used in financing activities (100,194) (100,285)
ReRkBELEHEER Net (decrease) increase in cash

ZF D) B and cash equivalents (35,184) 39,736
FOzEER Cash and cash equivalents

BeEEER at the beginning of the year 282,400 242,664
HNEEREERE Effect of foreign exchange rate changes 391 -
FRZASRHALZEEEHR Cash and cash equivalents

at the end of the year 247,607 282,400
ReRkBEEE Analysis of the balance of cash

HE DM and cash equivalents

BITHEBERE Bank balances and cash 36,608 225616

RITE N Bank deposits 210,999 56,784

247,607 282,400
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For the year ended 31st March, 2006

GENERAL

The Company incorporated in Bermuda as an
exempted company with limited liability and its shares
are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of
the Company are disclosed in the section of “Corporate
Information” in the annual report.

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

The principal activities of the Company and its
subsidiaries and associates are design, manufacture
and sale of a range of electronic handheld products,
primarily electronic dictionaries, smartphones and
personal digital assistants, and manufacture of original
design manufacturing (“ODM”) products.

APPLICATION OF NEW/REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has applied, for the
first time, a number of new Hong Kong Financial
Reporting Standards (“HKFRSs”), Hong Kong
Accounting Standards (“HKASs”) and Interpretations
(hereinafter collectively referred to as “new HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) that are effective for
accounting periods beginning on or after 1st January,
2005. The adoption of the new HKFRSs has resulted
in a change in the presentation of the consolidated
income statement, consolidated balance sheet and
consolidated statement of changes in equity. In
particular, the presentation of minority interests has
been changed. The changes in presentation have been
applied retrospectively. The adoption of the new
HKFRSs has resulted in changes to the Group’s
accounting policies in the following areas that have
an effect on how the results for the current and prior
accounting years are prepared and presented:
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APPLICATION OF NEW/REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Business Combinations

HKFRS 3 Business Combinations is effective for
business combinations for which the agreement date
is on or after 1st January, 2005. The principal effects
of the application of HKFRS 3 to the Group are
summarised below:

Goodwill

In previous years, goodwill arising on acquisitions prior
to 1st April, 2001 was held in reserves, and goodwill
arising on acquisitions after 1st April, 2001 was
capitalised and amortised over its estimated useful
life. The Group has applied the relevant transitional
provisions in HKFRS 3. Goodwill previously recognised
in reserves of HK$15,550,000 has been transferred
to the Group’s accumulated profits on 1st April, 2005
(see Note 2A for the financial impact).

Share-based Payment

In the current year, the Group has applied HKFRS 2
Share-based Payment which requires an expense to
be recognised where the Group buys goods or obtains
services in exchange for shares or rights over shares
(“equity-settled transactions”), or in exchange for other
assets equivalent in value to a given number of shares
or rights over shares (“cash-settled transactions”). The
principal impact of HKFRS 2 on the Group is in relation
to the expensing of the fair value of share options
granted to directors and employees of the Company,
determined at the date of grant of the share options,
over the vesting period. Prior to the application of
HKFRS 2, the Group did not recognise the financial
effect of these share options until they were exercised.
The Group has applied HKFRS 2 to share options
granted on or after 1st April, 2005. In relation to share
options granted before 1st April, 2005, the Group
chooses not to apply HKFRS 2 with respect to share
options granted on or before 7th November, 2002 and
vested before 1st April, 2005. However, the Group is
still required to apply HKFRS 2 retrospectively to share
options that were granted after 7th November, 2002
and had not yet vested on 1st April, 2005. Profit for
the year has been decreased by HK$1,085,000 due
to recognition of share-based payment. No prior year
adjustment was required (see Note 2A for the financial
impact).
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For the year ended 31st March, 2006

APPLICATION OF NEW/REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Financial Instruments

In the current year, the Group has applied HKAS 32
Financial Instruments: Disclosure and Presentation
and HKAS 39 Financial Instruments: Recognition and
Measurement. HKAS 32 requires retrospective
application. HKAS 39, which is effective for annual
periods beginning on or after 1st January, 2005,
generally does not permit the recognition,
derecognition or measurement of financial assets and
liabilities on a retrospective basis. The principal effects
resulting from the implementation of HKAS 32 and
HKAS 39 are summarised below:

Classification and measurement of financial assets
and financial liabilities

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

As at 31st March, 2005, the Group classified and
measured its investments in debt and equity securities
in accordance with the benchmark treatment of
Statement of Standard Accounting Practice 24 (SSAP
24). Under SSAP 24, investments in debt or equity
securities are classified as “investment securities”,
“other investments” or “held-to-maturity investments”
as appropriate. “Investment securities” are carried at
cost less impairment losses (if any) while “other
investments” are measured at fair value, with
unrealised gains or losses included in profit or loss.
Held-to-maturity investments are carried at amortised
cost less impairment losses (if any). From 1st April,
2005 onwards, the Group has classified and measured
its debt and equity securities in accordance with HKAS
39. Under HKAS 39, financial assets are classified as
“financial assets at fair value through profit or loss”,
“available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”.
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2.

APPLICATION OF NEW/REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Financial Instruments (Continued)

Classification and measurement of financial assets
and financial liabilities (Continued)

“Financial assets at fair value through profit or loss”
and “available-for-sale financial assets” are carried at
fair value, with changes in fair values recognised in
profit or loss and equity, respectively. Available-for-
sale equity investments that do not have quoted
market prices in an active market and whose fair value
cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such
unquoted equity instruments are measured at cost
less impairment after initial recognition. “Loans and
receivables” and “held-to-maturity financial assets” are
measured at amortised cost using the effective interest
method after initial recognition.

On 1st April, 2005, the Group classified and measured
its investments in debt and equity securities in
accordance with the transitional provisions of HKAS
39 (see Note 2A for the financial impact).

Financial assets and financial liabilities other than
investments in debt and equity securities

From 1st April, 2005 onwards, the Group has classified
and measured its financial assets and financial
liabilities other than investments in debt and equity
securities (which were previously outside the scope
of SSAP 24) in accordance with the requirements of
HKAS 39. As mentioned above, financial assets under
HKAS 39 are classified as “financial assets at fair
value through profit or loss”, “available-for-sale
financial assets”, “loans and receivables” or “held-to-
maturity financial assets”. Financial liabilities are
generally classified as “financial liabilities at fair value
through profit or loss” or “other financial liabilities”.
Financial liabilities at fair value through profit or loss
are measured at fair value, with changes in fair value
being recognised in profit or loss directly. Other
financial liabilities are carried at amortised cost using
the effective interest method after initial recognition.
This change has had no material effect on the results
for the current year.
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For the year ended 31st March, 2006

APPLICATION OF NEW/REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Financial Instruments (Continued)

Interest-free non-current loans

Prior to the application of HKAS 39, interest-free non-
current other receivables were stated at the nominal
amount. HKAS 39 requires all financial assets and
financial liabilities to be measured at fair value on
initial recognition. Such interest-free other receivables
are measured at amortised cost determined using the
effective interest method at subsequent balance sheet
dates. The Group has applied the relevant transitional
provisions in HKAS 39. As a result of this change in
the accounting policy, the carrying amount of the non-
current other receivables as at 1st April, 2005 has
been decreased in order to state the other receivable
at amortised costs in accordance with HKAS 39. (see
Note 2A for the financial impact).

Derecognition

HKAS 39 provides more rigorous criteria for the
derecognition of financial assets than the criteria
applied in previous periods. Under HKAS 39, a
financial asset is derecognised, when and only when,
either the contractual rights to the asset’s cash flows
expire, or the asset is transferred and the transfer
qualifies for derecognition in accordance with HKAS
39. The decision as to whether a transfer qualifies for
derecognition is made by applying a combination of
risks and rewards and control tests. The Group has
applied the relevant transitional provisions and applied
the revised accounting policy prospectively to transfers
of financial assets from 1st April, 2005 onwards. As a
result, the Group’s bill receivables discounted with
full recourse which were derecognised prior to 1st
April, 2005 have not been restated. As at 31st March,
2006, the Group has no significant bills discounted
with full recourse. This change in accounting policy
has had no material effect on results for the current
year.
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TEXF=ZA=Z+—HBIEFE Forthe year ended 31st March, 2006

APPLICATION OF NEW/REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land was
included in intangible assets and measured using the
cost model. In the current year, the Group has applied
HKAS 17 Leases. Under HKAS 17, the land and
buildings elements of a lease of land and buildings
are considered separately for the purposes of lease
classification, unless the lease payments cannot be
allocated reliably between the land and buildings
elements, in which case, the entire lease is generally
treated as a finance lease. To the extent that the
allocation of the lease payments between the land
and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are
carried at cost and amortised over the lease term on
a straight-line basis. This change in accounting policy
has been applied retrospectively (see Note 2A for the
financial impact).

SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES

The effects of the changes in the accounting policies
described above on the results for the current and
prior years are as follows:

—EERE —ETRF
2006 2005
TERT FET
HK$’000 HK$’000
BRABRMZ AT H Recognition of share-based

BRX payment as expenses 1,085 -

Hi3Emee B MR Imputed interest income on non-current
AEMEHA interest-free other receivables (269) -
F R 2 Decrease in profit for the year 816 -
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2A. B BREBIRENE (B) 2A. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES
(Continued)

The financial effects of the application of the new
HKFRSs to the Group’s equity on 31st March, 2005
and 1st April, 2005 are summarised below:

ERFEEVERELENR _FTRF
ZA=+—BR-ZETHFNA-BYH
AEEBEZBHEZERBOT -

58

R-2LLE
R=BZRF EYRE R-Z2IF MA-AZz@E R-S21F
ZB=1-H Retrospective =A=1—H Adjustment on A-H
As at Adjustments As at 1st April, 2005 As at
31st March BB % st March, N EH st April,
2005 EFtEE &HEH 2005 SFtER EEH 2005
(RE251) F1 E17H (BEF) H3E HEE  (KEF)
(originally stated) =~ HKAS1 HKAS 17 (restated) HKFRS3 HKAS39 (restated)
TEr  TEx TEx Tz TEx  TEx  TEx
HK$'000 HK$000 HK$000 HK$'000 HK§000 HK$'000 HK$000
EEEERER Balance sheet items
nE BEREE Property, plant and equipment 179,109 - - 179,109 - - 179,109
BABEERE Prepaid lease payment - - 8,885 8,885 - - 8,885
BWEE Intangible assets 17,689 - (8,885 8,804 - - 8,804
i EKER Other receivables
i - non-current 3,750 - - 3,750 - (262) 3,488
EHRE Investments in securities
¥Ry - non-current 37,984 - - 37,984 - (37,984) -
EHRE Investments in securities 8,986 - - 8,986 - (8,986) -
HERE Available-for-sales investments - - - - - 37984 37,984
BEEERE Held-for-trading investments - - - - - 8,986 8,986
A ERES - T8 Other receivables - current 49,331 - - 49,331 - (148) 49,183
EmEERGRE Other assets and liabilities 309,002 - - 309,002 - - 309,002
BERBEZ Total effects on assets
PELH and liabilities 605,851 - - 605,851 - (410) 605,441
KA Share capital 120,366 - - 120,366 - - 120,366
Rin&E Share premium 412,062 - - 412,062 - - 412,062
EERE Goodwill reserve (15,550) - - (15,550) 15,550 - -
2R Accumulated profits 147,170 - - 147470  (15,550) (410) 131,210
bl Other reserves (59,026) - - (59,026) - - (59,026)
LURRER Minority interests - 829 - 829 - - 829
HERER BYE Total effects on equity 605,022 829 - 605,851 - (410) 605,441
LEREER Minority interests 829 (829) - - - - -
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ERGHLERFE 15 (BET)
HKAS 1 (Amendment)

EEGFERE195 (BET)
HKAS 19 (Amendment)

EEGERFE215% (BFT)
HKAS 21 (Amendment)

HFRE G EREI9% (BFT)
HKAS 39 (Amendment)

HRE G ERE39% (BFT)
HKAS 39 (Amendment)

BEGFEREIR REBUBRE
R E 45 (IBET)
HKAS 39 and HKFRS 4 (Amendments)

BAUMBREENL6H
HKFRS 6

2A.

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

There is no financial effect of the application of the
new HKFRSs to the Group’s equity at 1st April, 2004.

The Group has not early applied the following new
standards, amendments and interpretations that have
been issued but are not yet effective. Except for the
financial impact on adoption of HKAS 39 and HKFRS
4 (Amendments) “Financial guarantee contracts” which
requires financial guarantee contracts within the scope
of HKAS 39 to be measured at fair value on initial
recognition, the directors of the Company anticipate
that the application of these standards, amendments
or interpretations will have no material impact on the
consolidated financial statements of the Group. The
Group is not yet in a position to reasonably estimate
the impact on adoption of HKAS 39 and HKFRS 4
(Amendments).

ERRTE

Capital disclosure’

BEEE - SEFE R
Actuarial gains and losses, group plans and disclosures?

RIBINETS 2 ] E F 52

Net investment in a foreign operation?

FERASEEARREE P EIE?
Cash flow hedge accounting of forecast intragroup
transactions?

NFEEZERE?

The fair value option?

MBERE K2

Financial guarantee contracts?

8 2 O B BR BT A2

Exploration for and evaluation of mineral resources?
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2A. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES
(Continued)

BT HE : #E&

Financial instruments: Disclosures’

ETRHERABEEE?
Determining whether an arrangement contains a lease?

BHREE ERMRBEEESHMEE e 2 EF?
Rights to interests arising from decommissioning,
restoration and environmental rehabilitation funds?

DEKTENS -BEENIREFREEEZEES
Liabilities arising from participating in a specific market
— waste electrical and electronic equipment®

REBEGHEAF20RBEEBREELMBRERRE

Applying the restatement approach under HKAS 29
Financial Reporting in Hyperinflationary Economies*

EBU B RS LR B2 2 BES
Scope of HKFRS 2°

EHAEBRARNITELAS
Reassessment of embedded derivatives®

2A. B BXRESBH2TXEME (H)
BT BEMEERETR
HKFRS 7
BB (AR BREREEZESR)
—ZEE4SR
HK (IFRIC) — INT 4
AR (AR BHRERELZE®)
—REE5H
HK (IFRIC) — INT 5
BER (AR EREREEZESR)
—ZEZFeN
HK (IFRIC) — INT 6
EB (AR BREREEZESR)
—REBETR %
HK (IFRIC) — INT 7
AR (AR BHREREZE®)
—REE8
HK (IFRIC) — INT 8
BER (AR BHREREZESR)
—ZEZFEN
HK (IFRIC) — INT 9
TR ZETEF-A—BRERBR I FERE AR -
Effective for annual periods beginning on or after 1st January, 2007.
2 RITZEXRF—A—HSZERBZTEHBER -
Effective for annual periods beginning on or after 1st January, 2006.
S RITZTERAFT_A—BR2EBBZFERBEER-
Effective for annual periods beginning on or after 1st December, 2005.
¢ RIEERFA B ERBZFERREAER -
Effective for annual periods beginning on or after 1st March, 2006.
S RITZTEXRNFRA-—BERBZFEHEAER -
Effective for annual periods beginning on or after 1st May, 2006.
¢ RITZEXERNA—HSZERBZTEHBER -
Effective for annual periods beginning on or after 1st June, 2006.
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3.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared on the historical cost basis except for certain
financial instruments, which are measured at fair
values, as explained in the accounting policies set
out below.

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

Basis of consolidation

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

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
income statement from the effective date of acquisition
or up to the effective date of disposal, as appropriate.

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

All intra-group transactions, balances, income and
expenses are eliminated on consolidation.
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3.

For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s
equity therein. Minority interests in the net assets
consist of the amount of those interests at the date of
the original business combination and the minority’s
share of changes in equity since the date of the
combination. Losses applicable to the minority in
excess of the minority’s interest in the subsidiary’s
equity are allocated against the interests of the Group
except to the extent that the minority has a binding
obligation and is able to make an additional investment
to cover the losses.

Goodwill

Goodwill arising on an acquisition of a subsidiary for
which the agreement date is before 1st January, 2005
represents the excess of the cost of acquisition over
the Group’s interest in the fair value of the identifiable
assets and liabilities of the relevant subsidiary at the
date of acquisition.

In previous years, goodwill arising on acquisitions prior
to 1st April, 2001 was held in reserves. The Group
has applied the relevant transitional provisions in
HKFRS 3. Goodwill previously recognised in reserves
has been transferred to the Group’s accumulated
profits on 1st April, 2005.

Revenue

Revenue represents the fair value of consideration
received and receivable for goods sold, net of returns
and sales taxes, and services rendered by the Group
to outside customers.

Revenue recognition
Sales of goods are recognised when goods are
delivered and title has passed.

Service income is recognised when services are
provided.
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Leasehold properties

MEKE

Leasehold improvements

BE RKRELHKRE
Furniture, fixtures and equipment

T 55 Ko 1 2=

Plant and machinery

TARTHE
Toolings and moulds

"

Motor vehicles

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

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

Gains or losses arising from disposal of subsidiaries
are measured at the difference between the net
disposal proceeds and the carrying amount of the
asset and liabilities of the subsidiaries and are
recognised in the income statement when the
subsidiaries are disposed of.

Property, plant and equipment

Property, plant and equipment, other than construction
in progress, are stated at cost less subsequent
accumulated depreciation and accumulated impairment
losses.

Depreciation is provided to write off the cost of items
of property, plant and equipment, other than
construction in progress, over their estimated useful
lives and after taking into account of their estimated
residual, using the straight-line method, at the following
rates per annum:

REE 2 FHN2% - UHxDERE

Over the shorter of the term of the lease or 2%

25%

25%

15% —25%

50%

25%
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3.

For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

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

Construction in progress are carried at cost less any
identified impairment losses.
construction in progress commences when they are

Depreciation of

available for use (i.e. when they are in the location
and condition necessary for them to be capable of
operating in the manner intended by management).

Leasing

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

Rental payable under operating leases is recognised
on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive
to enter into an operating lease are recognised as a

reduction of rental expense over the lease term on a
straight-line basis.
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—TEXFZA=Z1+—HBIFE Forthe year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recorded in its functional currency (i.e. the currency
of the primary economic environment in which the
entity operates) at the rates of exchanges prevailing
on the dates of the transactions. At each balance
sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on
the balance sheet date. Non-monetary items that are
measured in terms of historical cost in a foreign
currency are not retranslated.

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

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group’s foreign operations are translated into the
presentation currency of the Company (i.e. Hong Kong
dollars) at the rate of exchange prevailing at the
balance sheet date, and their income and expenses
are translated at the average exchange rates for the
year, unless exchange rates fluctuate significantly
during the year, in which case, the exchange rates
prevailing at the dates of transactions are used.
Exchange differences arising, if any, are recognised
as a separate component of equity (the translation
reserve). Such exchange differences are recognised
in profit or loss in the year in which the foreign
operation is disposed of.
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3.

For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Retirement benefit costs

Payments to defined contribution retirement benefit
plans, state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme are charged
as expenses as they fall due.

Taxation
Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from profit as
reported in the income statement because it excludes
items of income or expense that are taxable or
deductible in other years, and it further excludes items
that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by
the balance sheet date.

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
consolidated
corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary
differences, and deferred tax assets are recognised
to the extent that it is probable that taxable profits will
be available against which deductible temporary
differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than
in a business combination) of other assets and
liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

financial statements and the
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged
or credited to profit or loss, except when it relates to
items charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.

Interests in associates

The results and assets and liabilities of associates
are incorporated in the consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in associates
are carried in the consolidated balance sheet at cost
as adjusted for post-acquisition changes in the Group’s
share of the profit or loss and of changes in equity of
the associates, less any identified impairment loss.

When a group entity transacts with associates of the
Group, unrealised profits or losses are eliminated to
the extent of the Group’s interests in associates,
except to the extent that unrealised losses provide
evidence of an impairment of the asset transferred, in
which case, the full amount of losses is recognised.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method.
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3.

For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Research and development costs

Expenditure on research activities is recognised as
an expense in the period in which it is incurred.

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

Where no internally-generated intangible asset can
be recognised, development expenditure is charged
to profit or loss in the year in which it is incurred.

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those
assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the
revised estimate of its recoverable amount, such that
the increased carrying amount does not exceed the
carrying amount that would have been determined had
no impairment loss been recognised for the asset in
prior years. A reversal of an impairment loss is
recognised as income immediately.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments

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

Financial assets

The Group’s financial assets are classified into three
categories, including financial assets at fair value
through profit or loss, loans and receivables and
available-for-sale financial assets. All regular way
purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time
frame established by regulation or convention in the
marketplace. The accounting policies adopted in
respect of each category of financial assets are set
out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
has two subcategories, including financial assets held-
for-trading and those designated at fair value through
profit or loss on initial recognition. At each balance
sheet date subsequent to initial recognition, financial
assets at fair value through profit or loss are measured
at fair value, with changes in fair value recognised
directly in profit or loss in the year in which they arise.
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3.

For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)

Loans and receivables

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

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated or not classified as any of
the other categories (set out above). At each balance
sheet date subsequent to initial recognition, available-
for-sale financial assets are measured at fair value.
Changes in fair value are recognised in equity, until
the financial asset is disposed of or is determined to
be impaired, at which time, the cumulative gain or
loss previously recognised in equity is removed from
equity and recognised in profit or loss. Any impairment
losses on available-for-sale financial assets are
recognised in profit or loss. Impairment losses on
available-for-sale equity investments will not reverse
in subsequent periods. For available-for-sale debt
investments, impairment losses are subsequently
reversed if an increase in the fair value of the
investment can be objectively related to an event
occurring after the recognition of the impairment loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)

Available-for-sale financial assets (Continued)

For available-for-sale equity investments that do not
have a quoted market price in an active market and
whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by
delivery of such unquoted equity instruments, they
are measured at cost less any identified impairment
losses at each balance sheet date subsequent to initial
recognition. An impairment loss is recognised in profit
or loss when there is objective evidence that the asset
is impaired. The amount of the impairment loss is
measured as the difference between the carrying
amount of the asset and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment losses will not reverse in subsequent
periods.

Financial liabilities and equity

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

An equity instrument is any contract that evidences a
residual interest in the assets of the group after
deducting all of its liabilities. The Group’s financial
liabilities are generally classified into other financial
liabilities. The accounting policies adopted in respect
of financial liabilities and equity instruments are set
out below.

Other financial liabilities

Other financial liabilities including trade payables, other
payables and bank borrowings are subsequently
measured at amortised cost, using the effective
interest rate method.
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3.

For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial liabilities and equity (Continued)
Equity instruments

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

Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or, the
financial assets are transferred and the Group has
transferred substantially all the risks and rewards of
ownership of the financial assets. On derecognition of
a financial asset, the difference between the asset’s
carrying amount and the sum of the consideration
received and the cumulative gain or loss that had
been recognised directly in equity is recognised in
profit or loss.

For financial liabilities, they are removed from the
Group’s balance sheet (i.e. when the obligation
specified in the relevant contract is discharged,
cancelled or expires). The difference between the
carrying amount of the financial liability derecognised
and the consideration received or receivable is
recognised in profit or loss.

Provisions

Provisions are recognised when the Group has a
present obligation as a result of a past event, and it is
probable that the Group will be required to settle that
obligation. Provisions are measured at the directors’
best estimate of the expenditure required to settle the
obligation at the balance sheet date, and are
discounted to present value where the effect is
material.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Equity-settled share-based payment
transactions

Share options granted to directors and employees of
the Group

The fair value of services received determined by
reference to the fair value of share options granted at
the grant date is expensed on a straight-line basis
over the vesting period, with a corresponding increase
in equity (share option reserve).

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

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

Critical judgement in applying accounting policies
In the process of applying the accounting policies
which are described in note 5, management has made
the following judgment that have significant effect on
the amounts recognised in the consolidated financial
statements.

Depreciation

One of the PRC subsidiaries’ business license will be
expired on 9th June, 2010. Upon the expiry of the
business license, all property, plant and equipment of
that subsidiary will be returned to the PRC partner.
The Group intends to apply for transferring all these
property, plant and equipment to another PRC
subsidiary and the directors believe that such transfer
will be granted upon application. Accordingly, the costs
of the relevant items of property, plant and equipment
of this PRC subsidiary are depreciated on a straight-
line basis over their estimated useful lives on the basis
that a new tenure will be granted. If the transfer cannot
be granted, additional depreciation may be required.
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4.

For the year ended 31st March, 2006

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Critical judgement in applying accounting policies
(Continued)

Estimated impairment of intangible assets

During the year,
carrying amount of its intangible assets. The relevant
project continues to progress in a satisfactory manner,
and customer reaction has reconfirmed management’s
previous estimates of anticipated revenues from the
project. Management is confident that the carrying
amount of the asset, after provision for impairment
loss during the year, will be recovered in full. This
situation will be closely monitored, and adjustments
will be made in future periods, if future market activity
indicates that such adjustments are appropriate.

management reconsidered the

Estimated allowance for amount due from associates
and liability arising from the guarantee given to banks
in respect of banking facilities utilised by an associate
(“Guarantee”)

During the year, the directors of the Company
assessed for an impairment amount of HK$3 million
due from an associate and assessed for any liability
which may arise from the Guarantee issued to bank
for bank overdraft extended to that associate.

This associate is in litigation to recover certain
receivables and in the opinion of the directors of the
Company, based on legal advice, it is likely that the
associate can recover in full the receivables.

Accordingly, the associate will have the financial ability
to repay the amount due to the Group and to repay
its bank overdraft and no allowance for the amount
due from associate or provision for any liability under
the Guarantee is considered necessary. This situation
will be closely monitored, and adjustments will be
made in future periods, if future conditions indicate
that such adjustments are appropriate.



HEE (BEER) AR A& Group Sense (International) Limited
2006 A F #HE Annual Report

A B S R AR MY EE (F&)

Notes to the Consolidated Financial Statements (Cont’d)
HE-_ZTZTXF=-ZA=+—HILFE Forthe year ended 31st March, 2006

EDN-EE - PSSR ¥ R e
ZEBZRIR ()

HIBRENGTZEERR
REER BT UREEZEERA
BZEREEEXRRANTZEERNGR
TEREILEMBIBENMGAHZIE
KR - B NE W e

B S RAMEWRRAZ B

EHRTBZRERER  REELT
g - P ELRUERz&ZEAR
Wbl FEESEFAMNHE - flm: FE
EFOERRAREBENRZLE -
N PR B DRI O B 2 T 2 8 HLIE BRBE
N AEEESELBEINEE -

7RG B %
FEDRKAEBENER FEMEF 2
R E AR o AT A DN T 15 805 0%
AE-MEDNRBEUBEMEDS LN
HEEMTE - ARERFFEKFAK
KHRERBRZFE  EAKERE
REGFEHERREKEE  A&HE
EHFEFERE  WIEREEME -

R AE RN
AEEZEMRERBRREDREARE
ERAEHELETFEMFEL -+ IEA
RABZEERBRFELZREFNGE - &
RSN eBAREEEREMF-ENE
Zh c MXNEBHLEREMRFGHER
Z ZERBEEBRERERER F
i XN EREFENEED - Z%
ERBEAEBRERTFLED -

4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty

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.

Allowance for trade and other receivables

An allowance for doubtful debts is made when there
is objective evidence of impairment. A considerable
amount of judgment is required in assessing the
ultimate realisation of these receivables including
creditworthiness and the past collection history of each
customer. If the financial conditions of customers of
the Group were to deteriorate resulting in an
impairment of their ability to make payments, additional
allowances may be required.

Inventory valuation method

Inventory is valued at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. Market price is generally the
merchandise selling price quoted from the market of
similar items. The Group reviews its inventory levels
in order to identify slow-moving and obsolete
inventories, where the Group identifies items of
inventory having a market price lower than its carrying
amount, the Group estimates the amount of inventory
loss as allowance for slow-moving inventories.

Provision for warranties

The policy for provision of warranties of the Group is
based on the management’s best estimate of the
Group’s liabilities under a 24-month warranty period
granted on the sale of the electronic handheld products
based on past experience. The actual settlement may
differ from the estimation made by the management.
If the amounts are settled for an amount greater than
management’s estimation, a future charge to income
statement will result. Likewise, if the amounts are
settled for an amount that is less than estimation, a
future credit to income statement will result.
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5.

For the year ended 31st March, 2006

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include
financial assets at fair value through profit and loss,
trade and other receivables, bank deposits, bank
balances and cash, available-for-sale financial assets,
and trade and other payables. Details of these financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments and
the policies on how to mitigate these risks are set out
below. The management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Credit risk

The Group’s maximum exposure to credit risk in the
event of the counterparties’ failure to perform their
obligations as at 31st March, 2006 in relation to each
class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
balance sheet. The Group’s credit risk is primarily
attributable to its trade receivables, the Group has
been largely dependent on a small number of
customers for a substantial portion of its business.
The top five customers represent over 82% of the
amount of trade receivables as at 31st March, 2006.
The failure of these customers to make required
payment could have a substantial negative impact on
the Group’s profits. In order to minimise the credit
risk, the management of the Group has delegated a
team responsible for determination of credit limits,
credit approvals and other monitoring procedures to
ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at
each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable amounts.
In this regard, the directors of the Group consider
that the Group’s credit risk is significantly reduced.

The credit risk on bank balances and deposits is
limited because the counterparties are banks with high
crediting ratings assigned by international credit rating
agencies.
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5.

Sales of electronic handheld products
Sales of ODM products

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)
Currency risk

Certain trade receivables and payables of the Group
are denominated in foreign currencies. The Group
currently does not have a foreign currency hedging
policy. However, the management monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should the need
arises.

Price risk

The Group’s held-for-trading investments are
measured at fair value at each balance sheet date.
Therefore, the Group is exposed to debt security price
risk. The management manages this exposure by
maintaining a portfolio of investments with different
risk profiles.

Interest rate risk

The Group is exposed to fair value and cash flow
interest rate risk through the impact of rate changes
on interest bearing held-for-trading investments, bank
deposits, bank balances and cash and bank
borrowings. The interest rate and terms of repayment
of bank deposits, bank balances and cash and bank
borrowings of the Group are disclosed in notes 30, 31
and 35 respectively. The Group currently does not
have an interest rate hedging policy. However, the
management monitors interest rate change exposure
and will consider hedging significant interest rate
change exposure should the need arises.

REVENUE

Revenue represents the net amounts received and
receivable for goods sold by the Group to outside
customers, less returns and allowances for the year.
An analysis of the Group’s revenue for the year is as
follows:

—®RAE| -TTA%
2006 2005
5 T
HK$°000 HK$'000
851,022 659,195
639,735 650,435
1,490,757 1,309,630
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For the year ended 31st March, 2006

SEGMENTS
Business segments

BUSINESS AND GEOGRAPHICAL

For management purposes, the Group is currently
organised into two operating divisions: electronic
handheld products and ODM products. These divisions

are the basis on which the Group reports its primary
segment information.

presented below:

2006

REVENUE
External sales

RESULT
Segment result

Finance costs
Loss on change on fair
value of held-for-trading
investments
Allowance for amount
due from an associate
Interest received on
held-for-trading investments
Interest income
Impairment loss on

available-for-sale investments

Gain on disposal of a
leasehold property

Gain of disposal of a subsidiary

Profit before tax
Income tax expense

Profit for the year

Segmental information about these businesses is

2 R &Rt
ETYEMm SEEMm REeRE
Electronic
handheld ODM
products products Consolidated
THET FTHER TER
HK$°000 HK$’000 HK$°000
851,022 639,735 1,490,757
38,885 26,466 65,351
(1,136)
(2,265)
(2,822)
2,229
4,750
(10,000)
19,375
789
76,271
(21,880)
54,391
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Consolidated
TET
HK$’000

534,315
300
320,325

854,940

241,599
11,406
776
1,311
255,092
46,117
223
23,952
7,344

3,500

702

39,841

X¥BRETISDE (F) 7. BUSINESS AND GEOGRAPHICAL
SEGMENTS (Continued)
DK (E) Business segments (Continued)
—BEAE 2006
2 R4 &
ETER £EEm
Electronic
handheld ODM
products products
THER THER
HK$°000 HK$°000
BEEEER BALANCE SHEET
BE ASSETS
DEEE Segment assets 301,990 232,325
ERETIEE E Deferred tax assets
ROBMEEEE Unallocated corporate assets
REBEE Consolidated total assets
BfE LIABILITIES
DEEE Segment liabilities 128,001 113,598
FER 1A Tax payable
EREFIEEE Deferred tax liabilities
AOELEEE Unallocated corporate liabilities
FAEBAR Consolidated total liabilities
Hitt g OTHER INFORMATION
& RIE N Capital additions 34,539 11,578
BAHEREEH Amortisation of prepaid
lease payment 107 116
e Depreciation 16,866 7,086
B EEHRE Amortisation of intangible assets 7,344 -
KA RERBE Impairment loss
on development costs 3,500 -
HEWE - BERZE Loss on disposal of property,
ZEB (REMERMN plant and equipment
(other than leasehold property) 702 -
REEE Allowance for slow-moving
inventories 34,641 5,200
RERBERER Allowance for and direct
B write off of doubtful receivables 2,710 -

2,710

79




#EE () AR A7 Group Sense (International) Limited
2006 A F #2E Annual Report

A B S R AR MY RE (F&)

Notes to the Consolidated Financial Statements (Cont’'d)

BHE_ZTTRF=ZRA=T-HILFE

7. EBREENSSE () 7.
(%258 (E)
—EEREF 2005
KA REVENUE
HIMEE External sales
ES RESULT
DEEE Segment result
B A Interest income
BE AR Finance costs
HE—MBARZER Loss on disposal of a subsidiary
T B & A Profit before tax
T8 fi & E Income tax credit
REE T Profit for the year
EEAEERX BALANCE SHEET
BE ASSETS
DHEE Segment assets
ELEHIBEE Deferred tax assets
e IE Tax recoverable
AOBEPEEE Unallocated corporate assets
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For the year ended 31st March, 2006

SEGMENTS (Continued)
Business segments (Continued)

Consolidated total assets

LIABILITIES

Segment liabilities

Deferred tax liabilities
Unallocated corporate liabilities

Consolidated total liabilities

BUSINESS AND GEOGRAPHICAL

2 JR 1R &t
BEFfEm EEEM RE 1B
Electronic
handheld ODM

products products Consolidated
FET THET TERT
HK$°000 HK$000 HK$000
659,195 650,435 1,309,630
41,362 26,331 67,693
1,326
(1,500)
(4,758)

62,761

226

62,987

333,760 188,833 522,593
10,085

72

337,953

870,703

110,941 116,734 227,675
87

37,090

264,852
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B
S
o)
ESN
ciRb
bl

Consolidated
FAET
HK$’000

30,449
29,479
5,308
218
1,195

502

14,831

XBRBET S E (H) 7. BUSINESS AND GEOGRAPHICAL
SEGMENTS (Continued)
(%058 (&) Business segments (Continued)
—EThE 2005
Zr R %5
EfEMD EEEM®
Electronic
handheld ODM
products products
FAT FAT
HK$'000 HK$000
Hit & 8 OTHER INFORMATION
B AIE N Capital additions 17,665 12,784
rE Depreciation 15,165 14,314
mEERE Amortisation of intangible assets 5,308 -
B E RS Amortisation of prepaid
lease payment 81 137
R AR BB 18 Impairment loss
on development costs 1,195 -
HEME  BERRE Loss on disposal of property,
Z BB plant and equipment 502 -
RERE Allowance for slow-moving
inventories 14,831 -
RERBERER Allowance for and direct write off
B of doubtful receivables 6,908 -

6,908
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7. EBRHBETEDE(H) 7. BUSINESS AND GEOGRAPHICAL
SEGMENTS (Continued)
hEDE Geographical segments
TRE#AEEZMETSE D (TwE The following table provides an analysis of the Group’s
M2 HKIR) ZHERBDN - sales by geographical market, irrespective of the origin

of the goods:

RHEMHE D ZHERA
Sales revenue by
geographical market

—EEXRE —ZETHEF

2006 2005

FEx FHET

HK$’000 HK$’000

B Hong Kong 139,606 165,719
HE (BERIN The PRC (other than Hong Kong) 42,714 71,213
H N5 Other Asian markets 1,231,376 980,088
JEEM North America 47,630 53,040
BUM Europe 14,230 21,735
HER Middle East 14,679 17,809
Hit Others 522 26
1,490,757 1,309,630
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BUSINESS AND GEOGRAPHICAL
SEGMENTS (Continued)

Geographical segments (Continued)

The following is an analysis of the carrying amount of

segment assets, and additions to property, plant and
equipment and intangible assets, analysed by
geographical area in which the assets are located:

TREEREE

Carrying amount of
segment assets

M- BERRE
REFREEZEM
Additions to
property, plant and
equipment and
intangible assets

ZEERE “TTRE —EERE —ZETREF
2006 2005 2006 2005
THER TAET THERT FET
HK$°000 HK$'000 HK$°000 HK$’'000
Hong Kong 292,748 300,574 18,927 6,098
The PRC (other than
Hong Kong) 241,550 221,724 27,190 21,164
Other Asian markets 17 295 - 3,187
534,315 522,593 46,117 30,449
8. OTHER INCOME
ZEERE —ZTRHEF
2006 2005
TERT FAT
HK$°000 HK$°000
Other income comprises:
Service income 10,625 5,353
Interest income 4,750 1,326
Interest from held-for-trading
investments 2,229 -
Others 5,554 6,717
23,158 13,396
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23,599,000/ 7 * {EREMIHRIE » BIRR
5 RS B K 44,758,000 T E 18 o

REEBRH  RINTEEEEHMXAR
’D\EEEGSTE’JE-E@E1 JFAE BT R 39
ET‘ o

9.

Interest on bank borrowings wholly-repayable
within five years

10.

For the year ended 31st March, 2006

FINANCE COSTS

—EERE —ZTERF
2006 2005
TET FET
HK$’000 HK$’000
1,136 1,500

GAIN (LOSS) ON DISPOSAL OF A
SUBSIDIARY

On 28th June, 2005, the Group entered into a sale
and purchase agreement with an independent third
party to dispose of its entire equity interest in a
subsidiary, F I T # % 5 BB B R A 7], which was
engaged in provision of research and development
services, for a consideration, of approximately
HK$189,000. The disposal resulted in a gain of
approximately HK$789,000.

On 12th August, 2004, the Group entered into a sale
and purchase agreement with a Singapore listed
company to dispose of its entire equity interest in a
subsidiary, Group Sense Technology (Singapore) Pte
Limited (“GST”), which was engaged in provision of
research and development
consideration of approximately HK$10,000,000. Under
the same agreement, the Group agreed to waive those
amounts due from GST amounting to approximately
HK$23,599,000 as part of the consideration. The
disposal resulted in a loss of approximately
HK$4,758,000.

services, for a

The carrying amounts of the net liabilities of 7 ¥l i1 4

Bz BRI AR A7 and GST at the date of disposal
are disclosed in note 39.
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Notes to the Consolidated Financial Statements (Cont’d)
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1. FBHR (ZH) &R 11. INCOME TAX (EXPENSE) CREDIT
ZEERE —_ZTThF
2006 2005
FTER FET
HK$’000 HK$’000
REERIE - Current tax:
BERNGEHDRAEE Hong Kong Profits Tax calculated at 17.5%
1t 5T P& SR T 8 A 4% of the estimated assessable profits
17.5%:TE : for the year:
REF Current year (10,756) -
BEFETERE Underprovision in prior years - (21)
(10,756) 21)
HEIRTSH The PRC income tax:
REE Current year (650) -
(11,406) (21)
BB (MEE36) - Deferred tax (note 36):
REF Current year (10,474) 247
(21,880) 226
HRBE_ZEERF=-A=T—HILHF No tax was payable on the profit for the year arising
EREE s BEAEBILLBERD & in Hong Kong for the year ended 31st March, 2005
F o WEAHMESFEH - since the Group had no assessable profit for that year.
HRBE_TEERGF=-A=-1T—HIEHF No provision for the PRC income tax for the year
ERAEEsHBREEHRER  WHEA ended 31st March, 2005 had been made in the current
RZFEFRPEFTISTEMRE - year as the operations in the PRC incurred tax losses
for that year.
Hiple o HIETDIRREEMERITZ Taxation arising in other jurisdictions is calculated at
MEE o the rates prevailing in the relevant jurisdictions.
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1. FIEH (XH) #BE (&) 11.  INCOME TAX (EXPENSE) CREDIT (Continued)
REEZHER(ZH) BRAGFEER The income tax (expense) credit for the year can be
RZBAEFAT - reconciled to the profit before tax as follows:

—EERE —2ThEF
2006 2005
FTERr FET
HK$°000 HK$’000
B A A Profit before tax 76,271 62,761
APEHHRERD Tax at the income tax rate of
ZTEHRACHE 17.5% (13,347) (10,983)
TEMRzZHZ Tax effect of expenses not deductible
MEXE for tax purpose (8,132) (18,385)
FAERHBEEZHBYE Tax effect of tax losses not recognised (676) (7,327)
VAR ER R B Underprovision in prior years - (21)
RTINS 2 BB Tax effect of income not taxable for tax purpose 1,440 23,537
R EEABARBEIE  Utilisation of tax losses previously
212 not recognised - 7,166
RE 3[R 48 2 I B Effect of different tax rates of subsidiaries
NRAMEEZRENTE operating in other jurisdictions (1,142) 6,203
Hit Others (23) 36
AEEZHEH (X M) Income tax (expense) credit
0 for the year (21,880) 226

EFR - BABBR (BRI HAE
E 3615 2 7 & B 1999/2000% 2004/
2005 R FRE2HBES - BZRBF
BZEAEHBRR _ZEFEF=ZA=1+—
Az®ER RIEBEMZIMH AR E
i 1999/2000:R i F [& 2 M hNsF A + B 7%
BAEAERZBOARBHERFEZ

During the year, the Hong Kong Inland Revenue
Department (the “IRD”) initiated a tax audit on certain
group companies for the years of assessment from
1999/2000 to 2004/2005. The IRD has issued
additional assessments to these group companies for
the year of assessment of 1999/2000 which was
statutorily time-barred after 31st March, 2006. There

TR © is a possibility that assessments for subsequent years
be issued by the IRD to these companies.
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1. FrEH (X)) #E (&) 11. INCOME TAX (EXPENSE) CREDIT (Continued)
%5 1999/2000:R B F [E 2 Mt naFft £ & These additional assessments for the year of
AR OTHERE E 2 EMMERNFE assessment of 1999/2000 mainly relate to a dispute
F RO ARZEEHEEBERME over the deductibility of certain expenses for tax
BIFZ LM MR U EEERE assessment purposes. The directors of the companies
ZEHEREEXEZMMAHRRELR consider that there are grounds to contest the
HoRNEEHR  ZHBORADIEBE additional assessments and they will pursue the case
Bz BkEE T #164,500,000/7% 7T 2 vigorously and have formally objected to the additional
% - ZBBEELERYBEEER assessment. Subsequent to the balance sheet date,
BE  WERBBERRIRTRER - K the companies have purchased Tax Reserve
RAZEFERIUBER 2 EERSR Certificates totalling HK$4.5 million upon the request
& RAEEBRHAEERIERIUEZ WM of the IRD. The tax audit is still at a preliminary fact
I Al ZBHORARBRABZEED finding stage with different views being exchanged
LRARBBEE TS HRENZH M with the IRD. In the opinion of the directors of the
MBEE - Company, after taking professional advice from its

tax adviser, there are reasonable grounds to object
the additional assessment. Accordingly, the existing
provision made are adequate and the tax audit will
not result in material additional tax liability.

12. AEERR 12. PROFIT FOR THE YEAR

—¥¥AE| -TTEF
2006 2005
TERT FET
HK$°000 HK$’000
REE RN MR - Profit for the year has been arrived
at after charging:
ME - BERRHBTE Depreciation for property, plant and equipment 23,952 29,479
B RS REEE Amortisation of prepaid lease payment 223 218
B EEHH Amortisation of intangible assets 7,344 5,308
wEREELE Total depreciation and amortisation 31,519 35,005
il Ea Auditors’ remuneration 1,523 848
RERE Allowance for slow-moving inventories 39,841 14,831
RERBERER Allowance for and direct write off of
B#EMH doubtful receivables 2,710 6,908
X BB (M) Exchange loss (gain) 866 (1,322)
R AR EE 18 Impairment loss on development costs 3,500 1,195
RIEEEREZNTE Loss on change in fair value of held-for-trading
&8 investments 2,265 -
HEME - BE RE&HE Loss on disposal of property, plant and equipment
BB (HEMERIN (other than leasehold property) 702 502
BIHA (BEEHHIR Staff costs (including directors’ emoluments stated
MIEF13EEM & RET| in note 13 and retirement benefit schemes
B TR 4 1R PR AR A 5T 81D stated in note 41) 189,439 166,726
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13. EEME 13. DIRECTORS’ EMOLUMENTS
BENHENSTI0(ZEZTRF - 10) & The emoluments paid or payable to each of the 10
EEZHMeOT (2005: 10) directors were as follows:

Bz EZE

ZBERE ZZTRF

$eR EAREA UR® | ZA=+t-8 | ZA=1+—H

e Hi R B 13 EuRS XX E MewsE Hems
Total Total

emoluments emoluments

Contribution  Performance for the year for the year

to retirement related ended ended

Salaries and benefit incentive  Share-based 31st March 31st March

Fees other benefits schemes payment payment 2006 2005
TET TR TR FiEx TR TR FEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000 HK$'000

BERATST Tam Wai Ho, Samson Jp - 2,773 60 85 - 2,918 3,659

BREZE Tam Wai Tong, Thomas - 3,426 60 85 - 3,571 3,687

BlRER Tam Mui Ka Wai, Vivian - 442 26 23 - 491 528

AANE Kazuhiro Otani - 1,483 57 53 103 1,696 1,520

TR Lee Koon Hung - 1,079 50 26 103 1,258 1,132

EEE Fok Ting Yeung, James - 740 34 21 51 846 758

Bk#zens Yung Wing Ki, Samuel mH 120 - - - - 120 125

BETR Lo Chi Chung, William 120 - - - - 120 125

B K Ho Kwok Shing, Harris 120 - - - - 120 125

T@HX Wong Kon Man, Jason 120 - - - - 120 63

ag Total 480 9,943 287 293 257 11,260 11,722

P——
MEEENEEZE_ZETAR_ZTTRF No directors waived any emoluments in the year ended
“A=+—BLFE2KREANE - 31st March, 2006 and 2005.
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14, ETIME 14. EMPLOYEES’ EMOLUMENTS
AEBRUGERFMEIHR  Ou(ZF Of the five individuals with the highest emoluments in
TRF A BARAES  HE&E the Group, four (2005: four) were directors of the
R FEISHERE - E#—f (ZFZTHh Company whose emoluments are included in the
F:—f)zMEHT - disclosures in note 13 above. The emoluments of the

remaining one (2005: one) individual were as follows:

—EERE —ZEThF
2006 2005
TERT FHET
HK$°000 HK$’000
e REMER Salaries and other benefits 1,062 1,019
BREF G BN Contribution to retirement benefit schemes 46 43
BEMERe Performance related incentive payment 49 87
VARR 17 % 9 9 3 Share-based payment 58 -
1,215 1,149
15. KRE 15. DIVIDENDS
—EERE —Z2ThF
2006 2005
TERT FHET
HK$°000 HK$’000
“ZTRFEMNEKRBB/E -+ Final dividend of 2005 paid: HK3.0 cents
R ERRS.0BL (Final dividend of 2004 paid: HK3.0 cents)
(ZZTMFEAHERE per ordinary share
BB : 3.0/ 1) 36,110 35,966
HE BN BREEE Interim, paid: HK2.0 cents
2081 (Z2ZTRF - (2005: HK1.0 cent)
1.0711l) per ordinary share 23,952 11,988
60,062 47,954
RE O #E  BRE@EE Final, proposed: HK3.0 cents
3.0 (ZZZTRHF - (2005: HK3.0 cents) per ordinary share
3.07811) 35,928 36,110
95,990 84,064
EERARERARKREGR&R3.0BM (= The final dividend of HK3.0 cents (2005: HK3.0 cents)
TERF : 3.0810) - W RN GE per share has been proposed by the directors and is
TZRERFRE LEERA - subject to approval by the shareholders in the

forthcoming annual general meeting.
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16. SRER 16. EARNINGS PER SHARE
BAREEKRREREAMBERER The calculation of the basic and diluted earnings per
NESE B IR T HEIERE - share attributable to the ordinary equity holders of the

parent is based on the following data:

—EERE —ZEThF
2006 2005
REAESRERK Earnings for the purposes of basic and diluted
5 Pyl earnings per share HK$54,391,000 | HK$62,158,000
REFESRENEFMZ  Weighted average number of ordinary shares
LA 58 for the purposes of basic earnings per share 1,200,919,429 | 1,199,876,873
EBE#MEYE 7 L@ - Effect of dilutive potential ordinary shares:
& 5 R Share options 568,237 3,461,506
FREFTESIRAEHEMZ  Weighted average number of ordinary shares
T A A 9 8 for the purposes of diluted earnings per share | 1,201,487,666 | 1,203,338,379
17. ZEERR 17. PROFIT FOR THE YEAR
N & B A AN F RE 754,391,000 7T (= Of the Group’s profit for the year of HK$54,391,000
TETHF : 62,158,000 L) © E (2005: HK$62,158,000), a profit of HK$113,969,000
113,969,000/ T 2@ M (ZZEZT R F - (2005: HK$55,771,000) has been dealt with in the
55,771,000/8 %) B A AR & M BT i 3R & financial statements of the Company.

IR °
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HERNR
HE-HBAAENR

RZZFRF=A=1-H
R-ZTREMA-H

EiE)

AEREE

HERTE

RoFEAEZAZT-A

EEEE
RoFEAEZAZT-A

RZZERF=A=1-H

cosT

At 1st April, 2004
Additions

Disposals

Disposal of a subsidiary

At 31st March, 2005 and
1st April, 2005

Exchange realignment

Additions

Disposals

At 31st March, 2006

DEPRECIATION AND
AMORTISATION

At 1st April, 2004

Provided for the year

Eliminated on disposals

Eliminated on disposal
of a subsidiary

At 31st March, 2005 and
1st April, 2005
Exchange realignment
Provided for the year
Eliminated on disposals

At 31st March, 2006

CARRYING VALUES
At 31st March, 2006

At 31st March, 2005

Group Sense (nternational) Limited

A B S R AR MY EE (F&)

Notes to the Consolidated Financial Statements (Cont’'d)

HE-_ZTZTXF=-ZA=+—HILFE Forthe year ended 31st March, 2006
18. PROPERTY, PLANT AND EQUIPMENT
e %E
B
BEWE  WEEE Funitwe, BEREE IERIH "E  ERIE
Leasehold  Leasehold fixturesand ~ Plantand Toolings Motor  Construction ag
properties improvements  equipment  machinery  and moulds vehicles  in progress Total
TAL TERL TERL TR TETL TR TERL THRL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
173,386 25,018 90,898 101,550 78,120 9,395 - 478,367
- 1,470 2,992 9,551 9,855 441 - 24,309
(188) (56) (1,665) (2,582) (928) (645) - (6,064)
- - (8,537) - (872) (555) - (9,964)
173,198 26,432 83,688 108,519 86,175 8,636 - 486,648
1,072 377 808 2,149 47 66 - 4,943
- 5,393 4,667 11,647 9,721 1,167 4,318 36,913
(110,415) (7,454) (5,419) (625) (2,667) (250) - (126,830)
63,855 24,748 83,744 121,690 93,700 9,619 4,318 401,674
32,610 24,787 82,615 78,353 68,318 5,107 - 291,790
3,538 822 3,854 10,903 9,247 1,115 - 29,479
(49) (56) (1,446) (1917) (928) (645) - (5,041)
- - (7,387) - (872) (430) - (8,689)
36,099 25,553 71,636 87,339 75,765 5,147 - 307,539
209 3 766 1,690 397 46 - 3,449
1,675 1,106 2,869 8,966 8,100 1,236 - 23,952
(23,756) (6,885) (5,222) (617) (2,661) (250) - (39,391)
14,227 20,115 76,049 97,378 81,601 6,179 - 295,549
49,628 4,633 7,695 24,312 12,099 3,440 4,318 106,125
137,099 879 6,052 21,180 10,410 3,489 - 179,109
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18.

19.

92

ME - BERRXE (E) 18. PROPERTY, PLANT AND EQUIPMENT

(Continued)
The carrying values of the leasehold properties of the

EIAEEBEENXZREFERR

Group shown above comprises:

UREE  FEHEE
RRE - REHEE

In Hong Kong, medium-term leases
In the PRC, medium-term leases

BERNEERE 19.
AEENENHEERE RPN F
RERENMAATA : Analysed for reporting purposes as:
MBEE Current asset

ERBEE Non-current asset

—EEXRF —Z2TRF
2006 2005
FHERT FET
HK$°000 HK$’000
9,980 97,332
39,648 39,767
49,628 137,099

PREPAID LEASE PAYMENT

under medium-term leases.

The Group’s prepaid lease payment are in the PRC

—EEXE —EEREF
2006 2005
FaERT FHET
HK$°000 HK$'000
223 223

8,635 8,662
8,858 8,885
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Notes to the Consolidated Financial Statements (Cont’d)
HE-_ZTZTXF=-ZA=+—HILFE Forthe year ended 31st March, 2006

BILEE

B
R-_FFNFEMNA—H
- R7l
-~ REHDEAEN
HERE

— K57
NE
HE—MBAAE

R-ZETEAF=A=1+—H
F—ZEZRFMA—H
NE

R-BEAE=A=1-8
iR A E

R-_FZFNFEMNA—H
— R
-~ REHDEAEN
MEXRE

—RES
REE B
B &R
& — M B A R & kR

R-_ZFFRF=ZA=1+—H
F—TZRFMA—H
REERE

BB & 1R

K-BEAF=A=1-

RE
K-BEAF=A=1-8

R-ZETEAF=A=1+—H

20. INTANGIBLE ASSETS

COST
At 1st April, 2004
— As originally stated
— Reclassified to prepaid
lease payment

— As restated
Additions
Disposal of a subsidiary

At 31st March, 2005 and
1st April, 2005
Additions

At 31st March, 2006

AMORTISATION AND
IMPAIRMENT
At 1st April, 2004
— As originally stated
— Reclassified to prepaid
lease payment

— As restated
Provided for the year
Impairment loss
Eliminated on disposal

of a subsidiary

At 31st March, 2005 and
1st April, 2005

Provided for the year

Impairment loss

At 31st March, 2006

CARRYING VALUES
At 31st March, 2006

At 31st March, 2005

TR BEEA

Land Development HEE
use rights costs Total
FET FET FET
HK$’000 HK$'000 HK$°000
11,672 41,928 53,600
(11,672) - (11,672)
- 41,928 41,928

- 6,140 6,140
- (31,424) (31,424)

- 16,644 16,644

- 9,204 9,204

- 25,848 25,848

2,569 23,071 25,640
(2,569) - (2,569)

- 23,071 23,071

- 5,308 5,308

- 1,195 1,195
- (21,734) (21,734)

- 7,840 7,840

- 7,344 7,344

- 3,500 3,500

- 18,684 18,684

- 7,164 7,164

- 8,804 8,804
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BHE_ZTTRF=ZRA=T-HILFE

For the year ended 31st March, 2006

20. BEEE (&) 20. INTANGIBLE ASSETS (Continued)
RERATANEERAIERFR L= The development costs are internally generated and
FoRBERADIREGEHE - have definite useful lives of 3 years. Such development

costs are amortised on a straight-line basis.
RZEERNF=ZA=+—"H EFFHAK At 31st March, 2006, the directors conducted a review
& B 2 BB RS 1B M A 5 3 i SR B0 19 B of the Group’s development costs and identified that
BRNAREBBE 2K GED B EMEBR certain development costs were impaired as the
B FHit EFEABRIAEER relevant finished goods are obsolete. Accordingly, an
3,500,000/8 7L (ZZZ A : 1,195,000 impairment loss of HK$3,500,000 (2005:
BIT) 2B EEE - HK$1,195,000) has been recognised in the

consolidated financial statements.

21. BEQATER 21. INTERESTS IN ASSOCIATES

—EERE —ZEThF
2006 2005
THERT FAT
HK$’000 HK$’000
JEEMEEE AR ERKA  Cost of investment in unlisted associates 27,740 27,736
BERRERRE Impairment on interests in associates (12,000) (12,000)
U B 18 Pk 5 18 Share of post-acquisition loss (15,736) (15,736)
4 _
FEHEQAFBEOT Details of the Company’s principal associates are as
follows:
A AEEBEERT/
% e/ ER IE AMBRAEEE DT
REER Place/ X T Proportion of nominal
AEER Form of Country of Principal AR value of issued capital/
Name business incorporation/ place of Class of registered capital TEEHK
of entity structure registration operation share held held by the Group  Principal activity
BAl
%
TREREERR 0% FE HE R A 48 BRI RAE
ARAA Incorporated ~ The PRC The PRC Registered Design and
Beijing Huajian capital development of
Huizhi Technology software
Co., Ltd.
ERBEEA ¥ B G LRRH B IREEREE
ARAA Incorporated ~ Hong Kong Hong Kong  Ordinary share Manufacturing
ACME Tech and trading
Precision of moulds
Mould Limited
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22. BHRE 22. INVESTMENTS IN SECURITIES
R-_EBEERAF=ZA=+—"HZEHLHKE Investment securities as at 31st March, 2005 are set
HINWMT - AR ST RFMNA—HE out below. Upon the application of HKAS 39 on 1st
BEEeTERE395  FHEREEE April, 2005, investment securities were reclassified to
& e R (5 R FE2A) © appropriate categories under HKAS 39 (see note 2A

for details).
Other Investment He
investment securities Total
FAET FHET FHET
HK$’000 HK$’000 HK$’000
P A % Equity securities:
BELT mE Listed in Hong Kong, at market value - 115 115
JE BT AR Unlisted, at cost less impairment loss
HEER - 37,869 37,869
- 37,984 37,984
BHEES Debt securities:
FEBET ME Unlisted in Hong Kong, at fair value 8,986 - 8,986
8,986 37,984 46,970

RERENADITZ Carrying amount analysed for

REE - reporting purposes:
E Current 8,986 - 8,986
FERE Non-current - 37,984 37,984

8,986 37,984 46,970
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For the year ended 31st March, 2006

23. ITHERE 23. AVAILABLE-FOR-SALE INVESTMENTS
R-ZBEERNF=ZA=1+—"H aqHEER Available-for-sale investments as at 31st March, 2006
BEBE comprise:

—EERE

2006

FTAERT

HK$’000

BEELTRAZES Listed equity securities in Hong Kong 115
FELTRAEH Unlisted equity securities 37,869
W OREEE Less: Impairment loss (10,000)
27,869

k| Total 27,984

PIERHEREEWRDBERIFRDE
= o

REER  EAHEREUNRFER
5 BRI AR EEEMEEZIF
EHBRARESRI o LI ZEETE
B TRNER  FEREBELEMKL
ZEENBRAEZ - ARNKEREZA
FEHARNFEZHMBERABEATE -
EERA/ERTFEBESE A EFTHE -
BASHEER ZRAHBRBETE - &
TMRAFBFZAFENNTIHEZEARE
2% -

HE_ZTRF=ZA=1+—RHILFE"
AEBEEERERFLTREFED
10,000,000/8 T Z BB - ZBEER
RAVBHRERAR BEBBERREE
FEEEAGFERASREZRER
HEUeREESRED TS DB E
ERZER -
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All the available-for-sale investments are classified
as non-current assets.

As at the balance sheet date, all available-for-sale
investments are stated at fair value, except for those
unlisted equity investments of which their fair values
cannot be measured reliably. These above unlisted
investments represent investments in unlisted equity
securities issued by private entities incorporated in
the Hong Kong, Thailand and British Virgin Islands.
They are measured at cost less impairment at each
balance sheet date because the range of reasonable
fair value estimates is so significant that the directors
of the Company are of the opinion that their fair values
cannot be measured reliably. Fair values of those listed
equity securities have been determined by reference
to bid prices quoted in active markets.

During the year ended 31st March, 2006, management
of the Group determines that there is an impairment
loss of HK$10 million in the unlisted investments which
has been provided for in the consolidated financial
statements. The amount of the impairment loss is
measured as the difference between the carrying
amount of the asset and the net present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset.
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Notes to the Consolidated Financial Statements (Cont’d)
TERF=ZA=+—HILFE Forthe year ended 31st March, 2006

OTHER RECEIVABLES

Sale proceeds receivable from disposal
of the Group’s pager product operation

in prior years

Less: Amount due within one year,

included under

current assets

Deposit for acquisition of property,

plant and equipment
Rental deposit

Total

& X

4 o

R-ZTEF=A=+—0  HWEXH
ZEBEKATEN S R-FTRS
/A — B 2 BE D 4% BHF %L

BB ETEEANFE -
HihEE 25.
SHES  KAE Club debenture, at cost

B ORERR

Less: Impairment loss

—EERE —ZTERF
2006 2005
FTHER FET
HK$’000 HK$’000
3,488 8,750
(3,488) (5,000)

- 3,750

2,595 -
1,365 -
3,960 3,750

At 31st March, 2006, the fair value of the other
receivables on disposal approximates to the

corresponding carrying amount.

At 31st March, 2005, the other receivables on disposal
were carried at its nominal value. The carrying amount
has been discounted to fair value as at 1st April, 2005

at an effective interest rate of 4%.

OTHER ASSET

—EEAE
2006
TR
HK$°000

466
(466)

e
2005
TAT
HK$’000

466
(466)
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26. 8 26. INVENTORIES

—EBERE —ZETREF
2006 2005
THER FET
HK$’000 HK$’000
W Raw materials 139,892 150,790
ERH Work in progress 3,782 10,604
U5 Finished goods 37,809 27,762
181,483 189,156
LA EBER M E77,419,0008 70 (Z T F Included above are raw materials of HK$77,419,000
f F : 16,150,000 T) © £ & m (2005: HK$16,150,000), work in progress of
3,781,000 T (ZZZ A F : 2,108,000 HK$3,781,000 (2005: HK$2,108,000) and finished
Bor) R R23,192,0008 T (— 2 goods of HK$23,192,000 (2005: HK$2,939,000) which

A4 ¢ 2,939,000/ 70) - ELIIIRAI AR are carried at net realisable value.

FESER o
27. EWE SR 27. TRADE RECEIVABLES

—EEXE —EEREF
2006 2005
THER FET
HK$’000 HK$’000
JEWE FERR Trade receivables 196,746 97,538
B REREE Less: allowance for doubtful receivables (13,828) (11,580)
EWE RN EE Total trade receivables 182,918 85,958
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27. BWEZERX (&) 27. TRADE RECEIVABLES (Continued)
REEBGLTEPHOEYNRAITH A60 The Group allows an average credit period of 60-90
ZI0K » AT I EWE 5 BRINBURE days to its trade customers. The following is an aged
EEREER ZBRERD T : analysis of trade receivables net of impairment losses

at the reporting:

ZEERE —_ZTThF

2006 2005

TERT FHET

HK$’000 HK$’'000

EEATX 0-60 days 172,534 78,697

AT—ENTX 61-90 days 2,089 624

BENLTR Over 90 days 8,295 6,637

182,918 85,958

JEWE SRRz A TFEEALKEEE The fair value of the trade receivables approximates
4 o to the corresponding carrying amount.

28. HiEWIRM 28. OTHER RECEIVABLES
HmEWERZ A TFEREEEERA The fair value of the other receivables approximates
7 o to the corresponding carrying amount.

29. EBWEEDQTERMX 29. AMOUNTS DUE FROM ASSOCIATES
IbRIBYEER  BEZNFEREE The amounts are unsecured, non-interest bearing and
KIEE repayable on demand.

JEWEEE A RIRR 2 AT EEEREE The fair value of the amounts due from associates
EROI approximates to the corresponding carrying amount.

30. BHEEERE 30. HELD-FOR-TRADING INVESTMENTS
REEBEREUNETHER-_ZZTREF Held-for-trading investments denominated in United
—A=+—RHA8%: States dollars as at 31st March, 2006 include:

FET
HK$'000
FELTESFES Unlisted debt securities:

—BE5NEEFEFRE5.5%27.5% 2K - Debentures with fixed interest rate ranging from
REBHBEH-_T-ZTF+—ANH 5.5% to 7.5% per annum and maturity date
E_Z-MEMA-TNRILE from 8th November, 2010 to 28th April, 2014 40,740
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30. BHIFEERE (&) 30. HELD-FOR-TRADING INVESTMENTS
(Continued)

The fair values of the held-for-trading investments are
determined based on the quoted bid prices by the

BEEEREZ AFENURITAREHER
ZEAREETE -
banks at the balance sheet date.

31, RITHER H|BITEHRRSE 31.
HREREEHTHER  HEEFH
K 3.575%%25.055% 2 H (T TR
F:E1.5%E2.68%2H) o ZBITFER
B 1522,000,000E 7T + LAEITTFHE © BT

BANK DEPOSITS, BALANCES AND CASH

The amount includes short-term fixed deposits which
carry fixed interest rate ranging from 3.575% to
5.055% (2005: 1.5% to 2.68%) per annum. The bank
deposits included US$22 million (2005: US$7 million)

GFRzATFEAEREEMRLD - are denominated in United States dollars. The fair
value of bank deposits approximates to the
corresponding carrying amount.

32. ENEZER 32. TRADE PAYABLES
NTHENESEFRREEB ZRED The following is an aged analysis of trade payables at
o the balance sheet date:

—EERE —ZEThF
2006 2005
TET FTET
HK$’000 HK$°000

TERTR 0-60 days 168,519 149,116

AtT—REATRX 61-90 days 10,747 17,345

HBBNLTX Over 90 days 4,577 1,992

183,843 168,453

ENESERZATFELRALEAEM The fair value of the trade payables approximates to

# e

33. HMEMEKRX

Hib BN EFO ATV EERLREER

# e

100

the corresponding carrying amount.

33. OTHER PAYABLES
The fair value of the other payables approximates to
the corresponding carrying amount.
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34. EmRERE 34. PRODUCT WARRANTY PROVISION
FET
HK$’000
R-ZZEZRFMNA—H At 1st April, 2005 500
A BE Utilisation of provision (500)
REFHEM BE Additional provision during the year 500
RZETARF=RA=+—H At 31st March, 2006 500
ARBAEZEER AR  ERRIER The product warranty provision represents
BHERERBASEBATEHHEESR management’s best estimate of the Group’s liability
BEFEMER 2 MFERARAZEEED under two years warranty granted on the sales of the
SEFE - electronic handheld products, based on past
experience for defective products.
35. |RITHEE 35. BANK BORROWINGS
—EBERE —ZETREF
2006 2005
TERT TET
HK$’000 HK$’000
RITEX Overdrafts 608 -
S MIEE R Trust receipt loans - 10,887
RITIEE Bank loans - 25,755
608 36,642
k=1 Analysed as:
AHA Secured - 16,632
A Unsecured 608 20,010
608 36,642
EBERABRWOT : Repayable as follows:
—FNHEER Within one year or on demand 608 26,654
—FLLEETBBME  More than one year, but not exceeding two years - 5,052
WEL FETHBBHE  More than two years, but not exceeding five years - 4,936
608 36,642
B BIRIREAMBIET  Less: Amount due within one year, shown
W —F R E) H under current liabilities
2R (608) (26,654)
- 9,988
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35. #R{ITEE (&) 35. BANK BORROWINGS (Continued)
ERA & E (BNEER /El\/ =) ThAR The ranges of effective interest rates (which are also
SENFHEEE - UABTHERT : equal to contracted interest rates) on the Group’s

variable-rate borrowings which are denominated in
Hong Kong dollars are as follows:

—EEXRE —ETRE
2006 2005
BRRAE Effective interest rate Hong Kong HIBOR + 0.75%
Prime Rate + 0.25% to HIBOR + 1.375%
EEBRESAE BB RITAER B E+0.75%
+0.25% EEERITAERSX
+1.375%
AEENEE  EAFERKRBEEME The fair values of the Group’s borrowings
4 o approximates to their carrying amounts.
36. EEBIIE 36. DEFERRED TAXATION
KT AKREE &ﬂ&ifz % JE R 18 The following are the major deferred tax liabilities and
EEREENBAREHE) assets recognised and movements thereon during the

current and prior year:

BB IERE
Accelerated BEEE
tax Tax Htth HWEHE
depreciation losses Others Total
HK$'000 HK$'000 HK$'000 HK$'000
R-ZTMENA—HB At st April, 2004 (2,434) 11,564 621 9,751
REFWAE I (NB)  Credit (charge) to
income for the year 58 679 (490) 247
RZTEZTRF=H At 31st March, 2005
=+—8k and 1st April, 2005
—ZERFNA—H (2,376) 12,243 131 9,998
AEZUWA GOK%) I (Charge) credit to income
for the year 1,528 (12,171) 169 (10,474)
R-ZBTRF At 31st March, 2006
—A=+—H (848) 72 300 (476)
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EERIE (8) 36.

RTRINEEREBERZEN  —HEE
MBEE (BE) BHEEKHE - /T EEM
BHRE UTITDHDREERBEHRBEZD
i

DEFERRED TAXATION (Continued)

For the purposes of balance sheet presentation,
certain deferred tax assets (liabilities) have been
offset. The following is the analysis of the deferred
tax balances for financial reporting purposes:

—EERE ZETAHF

2006 2005

TET FAET

HK$°000 HK$’000

BRERIBEEE Deferred tax assets 300 10,085
EREBBERE Deferred tax liabilities (776) (87)
(476) 9,998

REER - N&EE % AF7,056,0008 70 2
AERBBERB(ZZEZTRHEAF
394,634,0007% 7T) 7] A1 85 5 7R 2 0
Bl EPUZEEBRRAZEEHELE
% 413,000 T (Z T T A F
69,960,000 7T.) F 7 B DA {5 2R i A
155 H6,643,0008 T (C TR ¢
324,674,000/ 7T) & B 7% &5 18 T Al 1 2R
RBEERHEE - ZRBEEB AR
HsEE o

At the balance sheet date, the Group had unused tax
losses of HK$7,056,000 (2005: HK$394,634,000)
available to offset against future profits. A deferred
tax asset has been recognised in respect of
HK$413,000 (2005: HK$69,960,000) of such losses.
No deferred tax asset has been recognised in respect
of the remaining tax losses of HK$6,643,000 (2005:
HK$324,674,000) due to the unpredictability of future
profit streams. The losses may be carried forward
indefinitely.
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37. ERFRAE 37. SHARE CAPITAL OF THE COMPANY
BRHEA R
Number of shares Share capital
“EERE ZETRE “EERE —ETRE
2006 2005 2006 2005
TERT FHET
HK$’000 HK$'000
BREEA0BTY Ordinary shares of
Bl HK$0.10 each
T Authorised:
RAFENRFRE At beginning
and end of year 3,000,000,000 | 3,000,000,000 300,000 300,000
BETRAR Issued and fully paid:
RERFENRFLRE At beginning and end
of year 1,203,655,029 | 1,197,462,029 120,366 119,746
TR E TR E Exercise of share
(5B e options (see note (i)) 40,000 6,193,000 4 620
BEREHERR Shares repurchased
SAIEAD) and cancelled
(see note (ii)) (6,082,000) - (609) -
RARFEERE At end of year 1,197,613,029 | 1,203,655,029 119,761 120,366

104




37.

WS

() AR AA Group Sense (International) Limited
2006 A F #2E Annual Report

A B S R AR MY EE (F&)

Notes to the Consolidated Financial Statements (Cont’d)
HE-_ZTZTXF=-ZA=+—HILFE Forthe year ended 31st March, 2006

ERATRA (F)

—ERAF
R-BEAF=AST—BIFER
ARARBEHNT

(i) LATT 1 (B & 1% 0.2028 LT F18
FERBRERNRE - ARE]EAT
40,0008 EE B %0.10/8 LAY T 8
% 27 A% o

(i) KBIABEAQAKOHOT :

BEA®

Month of
repurchase

—ZETARFNA
September 2005
—TTRF+A
October 2005

R-ZZEZERF=A=+—HIEFER "
bl B Ay R BB B B Ry 2 AR AR 8H o

=

ARABzZWBRARALEBE H HEXE
BEMARRAFZ ETWES

—EERF

R-ZZEZRF=A=+—HIEFER "
BIATTEE 2 5l =& AX0.250%8 7T M B X
0.2028 TITRHRELRBENRK - KA
A o Bl B % N % 17 2,401,0008 X
3,792,0000% E 1 & A 0.1078 T &) & 3@ AR
FAR o

37. SHARE CAPITAL OF THE COMPANY

(Continued)

2006

During the year ended 31st March, 2006, the Company

had the following share transactions:

(i) issued 40,000 new ordinary shares of HK$0.10
each at an exercise price of HK$0.202 per
share, as a result of the exercise of the
Company’s share options.

(i) repurchased its own shares through the Stock
Exchange as follows:

BREE010E T
EBRR D BRKE Rt RE
No. of ordinary Price per share Aggregate
shares of == &1X  consideration
HK$0.1 each Highest Lowest paid
AT BT BT FTET
HK$ HK$ HK$ HK$’000
1,142,000 0.510 0.495 573
4,940,000 0.495 0.455 2,397

The above shares were cancelled upon repurchase
during the year ended 31st March, 2006.

None of the Company’s subsidiaries has purchased,
sold or redeemed any of the Company’s listed
securities during the year.

2005

During the year ended 31st March, 2005, the Company
allotted and issued 2,401,000 and 3,792,000 new
ordinary shares of HK$0.10 each at an exercise price
of HK$0.250 per share and HK$0.202 per share,
respectively, as a result of the exercise of the
Company’s share options.
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38.

106

BEARESE

20025+ &l
RARKREKEB QA #ESPDAZR AR
RANZZET_FHAZHARERMELR
A& s & ([20025T &) - LAgKED - K3
RBEBAREBESENLEA - ZHE
glagm AEES - BHEAR10F -

THERARzEFEHEREELR
BETFTHEAERZ2HA  BEAEE
ZEMEE BB E EFER -
FERFE AR EREES B 22002
FrElmMBRE 2B ELARREETEM
ATETZEAANKROEE @ T 158
BEABRFTENEZAEETRG Z
10% > S A BB/ HAREMA 128 A H
MEEBERKREMIT FTEITZRMOE
B RERBETROZ21% HEEHR
BARAAIRARARZBRRAEBREAS i
HERIN e MARBEE ZERTHAER
FFTERRABEESACHBALERT
BRABRE  VEARBSARARZEIIE
BITESIE - BE - MRAERI12EA
HEARMART zEEZR RSB IFENIT
EXSREZTACHEALIREELER
IREMBIT RN EBBAD FHTRMG
20.1% 2 B Mk n 2 B1E 85,000,000
BT (EELELERREZ KRR MHUKT
) RIBEE@EATIRAAG 2 REE
RERAE LERBB -

38.

For the year ended 31st March, 2006

SHARE OPTION SCHEMES

2002 Schemes

The share option schemes of each of the Company
and its subsidiary, Group Sense PDA Holdings Limited,
were adopted on 2nd April, 2002 for the purpose of
attracting and retaining talented
participants of the Group (the “2002 Schemes”). The
2002 Schemes will remain in force for a period of 10
years commencing on that date.

motivating,

The Board of Directors of the respective companies
may, at their discretion, grant options to the eligible
participant including any employee, officer, director or
consultant of the Group. The maximum number of
shares in each of the companies which may be issued
upon exercise of all options granted under its 2002
Schemes must not exceed 10% of its issued share
capital at the date of approval of the scheme. The
maximum number of shares issuable under the options
to each eligible participant in any 12-month period is
limited to 1% of the shares in issue unless the same
is approved by shareholders in a general meeting of
respective companies and the Company. Share
options granted to a director, chief executive or
substantial shareholder of the Company or any of their
respective associates must be approved by
independent non-executive directors of the Company.
In addition, any share options granted to a substantial
shareholder or an independent non-executive director
of the Company or to any of their associates, in excess
of 0.1% of the shares in issue and with an aggregate
value (based on the price of the shares at the date of
the grant) in excess of HK$5 million, in any 12-month
period, are subject to shareholders’ approval in a
general meeting of respective companies and the
Company.
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BERBRRESE (F)

20025+ &l (#&)
RZZETRNE=ZA=+—8 - BIK2002
FEIEERERITEZEBERREZAR
NAIBD & E £18,933,0000% - A1E H A
NEIB BTN 2 1.58% ° 25 PDARE Y
BERARREBE-_ZTTERF=A=+—
HIEFERIZ AR E2002 51 8 & HF
fA] {8 55 SR AR HE o

BEYAREERTHRHEA21ETER
N BNEERBEZRE  NERE
SERMAE o IR AL A RS PDAE X
ERRARZEBARBEENNEDR1.08
T BERBENITERIIASEARZ
EZERE-

BERBRBEZTEEASEFTER
T EATERERRZBNEE - K
NRAEERBEZITEEA/ T HH
BEEOARRBRNEELRRERTE
RAEBZFASAKTHE : (AR FK
MEETRBER T EHRS EX5BE
Bt X PP 2 P T E ¢ K (i) A R A
BHEEE -

38.

SHARE OPTION SCHEMES (Continued)
2002 Schemes (Continued)

At 31st March, 2006, the number of shares of the
Company in respect of which options had been granted
and remained outstanding under the 2002 Scheme of
the Company was 18,933,000, representing 1.58% of
the shares of the Company in issue at that date. No
option was granted under the 2002 Scheme of Group
Sense PDA Holdings Limited.

The offer of a grant of share options may be accepted
within 21 business days from the date of the offer,
upon payment of a consideration by the offeree. The
consideration for a grant of options of the Company
and Group Sense PDA Holdings Limited is HK$1.00.
The exercise period of the share options granted is
determined by the respective Board of Directors.

The exercise price of the share options is determined
by the respective Board of Directors but shall not be
lower than the nominal value of the shares of the
respective companies. The exercise price of the
Company must also be the highest of (i) the Stock
Exchange’s closing price of the Company’s shares on
the date of the offer; (ii) the average of the Stock
Exchange closing price of the Company’s shares for
the five trading days immediately preceding the date
of the offer; and (iii) the nominal value of the
Company’s shares.
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38. BEAERRESE (F) 38. SHARE OPTION SCHEMES (Continued)
20025 &l (&) 2002 Schemes (Continued)
RARARZEEREERFEZBERKRE The following table discloses details of the share
FERERAFAZEHEEAT options of the Company held by directors and

employees and movements in such holdings during
the year.

BE-_ZEXRF=ZA=+—-HLEE
For the year ended 31st March, 2006

SROTEE (THE)
R-ZZ1§ ERRE FEREH ERTE R-ZEEXE Exercise price
A-BfERTHE Granted Cancelled Exercised ZA=t+-H per share
RAAH Outstanding at during during during  Outstandingat  fTfEH (subject to
Date of grant 1st April, 2005 the year the year the year  31st March, 2006  Exercisable period adjustment)
B
HK$
12.8.2002 430,000 - - - 430,000  17.6.2003 - 16.6.2008 0.250
24.3.2003 536,000 - - (40,000) 496,000  20.1.2004 - 19.1.2009 0.202
19.4.2004 10,079,000 - (534,000) - 9,545,000  20.1.2005 - 19.1.2010 0.950
3.6.2005 - 8,790,000 (328,000 - 8,462,000  26.4.2006 - 25.4.2009 0.606
&3
Total 11,045,000 8,790,000 (862,000) (40,000) 18,933,000
RAFEREANTE
Exercisable at the end
of the year 10,471,000
BHE_ZThHE=A=1+—HILLFE
For the year ended 31st March, 2005
BRATRE (THE)
RZZZWE FRERM FEREH FRTE RZZZTRE Exercise price
MA—BHRTE Granted Cancelled Exercised “A=+-H per share
RHAS Outstanding at during during during Outstanding at /7 £ (subject to
Date of grant 1st April, 2004 the year the year the year ~ 31st March, 2005  Exercisable period adjustment)
B
HK$
12.8.2002 2,831,000 - - (2,401,000 430,000  17.6.2003 - 16.6.2008 0.250
24.3.2003 4,328,000 - - (3,792,000 536,000  20.1.2004 - 19.1.2009 0.202
19.4.2005 - 10,906,000 (827,000) - 10,079,000  20.1.2005 - 19.1.2010 0.950
ag
Total 7,159,000 10,906,000 (827,000)  (6,193,000) 11,045,000
REREFRETITE
Exercisable at the end
of the year 11,045,000
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BRARESE (&)
RBIE-TEAFAA=ALREHES
RAEZ AT EEMBER0AHET -

BERAFEERMITHEELRRE &7
FAZREAISTET(ZEEHE -
0.7727 7L £0.918% 7T)

ZAFEDR-ZBAENGTE AT
ERZEARE :

MmEFHRTECET)
Weighted average closing price (HK$)

IEE (Br)
Exercise price (HK$)

BEEHK IR
Expected volatility

B FR (%)

Expected life (years)

R &
Risk-free rate

Bt B E X
Expected dividend yield

B E B

Risk-of-forfeiture adjustment

BEIREBIDARRBBE—FREZE
SEREEE - WEAPEANEFFR
EREEERECABENATE RN
HoTERBRTAZERREZM LN
REME TARE -

RZBERF=A=+—BIFE  §
EERBETRIEREIREELARK
EHERER126BT (CTEZTRHF © 142
BT e

38.

SHARE OPTION SCHEMES (Continued)
The estimated fair values of the options granted on
3rd June, 2005 is HK$0.138.

In respect of the share options exercised during the
year, the share price at the date of exercise is HK$0.57
(2005: HK$0.772 to HK$0.918).

These fair values were calculated using the Binomial
model. The inputs into the model were as follows:

—2EAE

2006

0.57

0.606

39.35%

3.44

3.23%

6.56%

7.711%

Expected volatility was determined by using the
historical volatility of the Company’s share price over
the previous one year. The expected life used in the
model has been adjusted, based on management’s
best estimate, for the effects of non transferability,
exercise restrictions and behavioural considerations.

Total consideration received during the year ended
31st March, 2006 from directors and employees for
taking up the options granted amounted to HK$126
(2005: HK$142).
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39.

110

HE—HEBLQF

For the year ended 31st March, 2006

39. DISPOSAL OF A SUBSIDIARY

MM EE10FT L - T A R AN EE WL &R As mentioned in note 10, the Group disposed of 5 3
TREEERREARAFRGSTE R Y MR E BRI ERAF and GST of which the net
= g s liabilities at the date of disposal were as follows:
BEFE:
ZEENRE —ZETREF
2006 2005
TER TET
HK$°000 HK$’000
HEBBZFE: Net liabilities disposed of:
WE - BEREE Property, plant and equipment - 1,275
BREE Intangible assets - 9,690
PEASS Inventories - 3,476
EWE 5RR Trade receivables - 5,910
H & U BR X Other receivables 156 676
ENEZER Trade payables - (25,887)
H o fE T BRX Other payables (264) (4,149)
RITEL Bank overdraft - (663)
(108) (9,672)
EREHEER Translation reserve realised 172 679
fEU — R BB A F18R 3 Waiver of amount due from
2Rk a fellow subsidiary (664) -
FENREEKEARKR  Waiver of amounts due to
28k fellow subsidiaries = 23,599
FEREXER Legal and professional fees - 152
HE—MWB ARz Gain (loss) on disposal
(E1#8) of a subsidiary 789 (4,758)
BIEE Total consideration 189 10,000
TE Satisfied by:
ReEB Cash consideration 189 10,000
HEms Bz Net cash inflow arising on disposal:
BeRAFE:
HEERE Cash consideration 189 10,000
EEREEER Legal and professional fees - (152)
HERITES Bank overdraft disposed of - 663
189 10,511
RAEAFAMEEZCHBAR L MEAE The subsidiary disposed of during the year did not
LEXEBELER  KEHERDNA contribute any turnover to the Group but contributed
913,000 T2 /B8 - WERMAELREH loss of approximately HK$913,000 to the Group’s
REFIILEEEN o operating results for the year.
RBAFE  FIHECHBRAIHAEASE In prior year, the subsidiary disposed of contributed
2 EREIEL44,676,000/8 T 2 B B approximately HK$4,676,000 to the Group’s turnover
KR4 /2,305,000 T2 BB - WE and losses of approximately HK$2,305,000 to the
RBMAEREB 2 IEEEEBEAN - Group’s results.
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RREE 40. CONTINGENT LIABILITIES
—BEXRE —ZETREF
2006 2005
TERT FET
HK$’000 HK$’000
BRERELUBRRR Bills discounted with recourse - 94,935
BAEMK T —BE A2  Guarantees given to banks in respect
—RIRITRLE T M ERTT of banking facilities utilised by an associate
fEHZ R 4,087 3,862
RIKERGE 41. RETIREMENT BENEFIT SCHEMES

ARBAREERBEEZHBRR B
2 B — {8 12 B SR KA 8RBT R 2
REFEHKEZBERAKREAN GBI
—EAERHEREEE TR _FTT
FHAKRLZBHMERTESFE - %
MEASABCEERAEBZEED
MY MAEEAES T ARNZFEAE
B o AR B M RTEE KL ZFE 2 I
XRARFEZETIA AR EZEES2 N
BAEMBERKRBAET S 2 MR 1%
NiELEHE - E_TETF+T-_A—H
F 2 EMARA Z BT AN M

NIEEEE e

ERHMELATEEAE T BTHEREE
2Rt ERRIAASIAZ L K5 I 4

e
A °

s

BEEABHNENARESARES
TEARTEZABEAD EMHEK -

The Company and its subsidiaries operating in Hong
Kong participate in both a defined contribution scheme
which is registered under the Occupational Retirement
Scheme Ordinance (the “ORSO Scheme”) and a
Mandatory Provident Fund Scheme (the “MPF
Scheme”) established under the Mandatory Provident
Fund Ordinance in December 2000. The assets of
the schemes are held separately from those of the
Group, in funds under the control of trustees.
Employees who were members of the ORSO Scheme
prior to the establishment of the MPF Scheme were
offered a choice of staying with the ORSO Scheme or
switching to the MPF Scheme, whereas all new
employees joining the Group on or after 1st December,
2000 are required to join the MPF Scheme.

Under the rules of the MPF Scheme, the employer
and its employees are each required to make
contributions to the scheme at rates specified in the
rules.

The ORSO Scheme is funded by monthly contributions
from the Group at a rate of 5% of the employees’

basic salaries.
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41. BIREF & (8 41. RETIREMENT BENEFIT SCHEMES
(Continued)
HWEEENES2MERIMBLBER Where there are employees who leave the ORSO
RABEFETE] - BIA] A8 A & B U [ 2 50 Scheme prior to vesting fully in the contributions, the
HASBEEMN 2 HREE  EXFE - contributions payable by the Group are reduced by
B U E 2 # 5 A156,0008 T (ZF the amount of forfeited contributions. The amount of
TR : 549,000 7T) © forfeited contributions utilised in this manner during
the year was HK$156,000 (2005: HK$549,000).
PR ETLSEMRE BN RA The employees in the PRC are the members of
REBRZERARBAGE - AERELAER respective state-managed retirement benefits schemes
TEZ B DR EKE N G2 operated by the respective local governments. The
VA B 48 ) o 7 5 B 3t 43 LE R IR AR A 5T Group is required to contribute a certain percentage
Slo—EERREETCHER - of payroll costs to the retirement benefits schemes to
fund the benefits. The only obligation of the Group in
respect of the retirement benefits schemes is to make
the specified contributions.
REAFEREBEZFRKEBANE 2 The total cost charged to the income statement of
B 55,517,000 TEEBERAK HK$5,517,000 (2005: HK$4,681,000) represents
M (ZZZTHF : 4,681,00087T) ° contributions payable to these schemes by the Group
in respect of the current accounting period.
42. BEXREE 42. CAPITAL COMMITMENTS
—EERE —TTRF
2006 2005
TER TET
HK$’000 HK$’000
BREAHBRETA Capital expenditure contracted for but not
REMBHREBEEEE provided in the consolidated financial
ME BERZEZ statements in respect of acquisition
EVNGE of property, plant and equipment 4,996 1,209
BREALBRFTA Capital expenditure contracted for but not
REMBmEBBNE provided in the consolidated financial
I 2 55 statements in respect of acquisition
of equity securities 5,769 -
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REBERE 43. OPERATING LEASES COMMITMENTS
AEBERAHEA The Group as lessee
ZEBEXRE —ETRF
2006 2005
TET FET
HK$’000 HK$’000
RAFR - gL ZEF  Minimum lease payments and management
ISEHREREVER fee made under operating leases in respect
HekEEE of land and buildings during the year 9,683 8,630

REER  AREHAETAHE LS
HEFARAZIENHEHERBEHEERE
BHEEEMBNT

At the balance sheet date, the Group had
commitments for future minimum lease payments and
related management fee under non-cancellable
operating leases in respect of properties which fall
due as follows:

—EEXREF —Z2TRF

2006 2005

FET FET

HK$’000 HK$’000

—FR Within one year 9,680 5,498
RE_FEZEFRER In the second to fifth years inclusive 21,455 17,598
HBBRF Over five years 33,620 31,195
64,755 54,291

REHENFIEAKRBEURPEREZ
BETIEERBFEVEXZENESLE
2E HELHSEIRMA—ZE=_-1
F-HBERBZALEERDTH -

Operating lease payments represent rentals payable
by the Group for employees’ quarters and office
premises and the management fee relating to the use
of land in Dongguan, the PRC. Leases are negotiated
and rentals are fixed for terms ranging from 1 year to

20 years. The related commitments for management
fee is fixed for 50 years.
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44, BEEH

VEER  AREERETFEERN
ERAREME—RRITREZER

45. DARIEEEER

FRBEE
MEARKRE

RBEE

H At & YR 3K

JFE Ui B 8 2 =) B 58
RN B — B
NGIES
RITEBRERAE

REBAE
H o & A BR X
FE B B 2 RIRR X

RBEEFE
EERE
BEXRHE
[N

&

BRRES
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For the year ended 31st March, 2006

44. PLEDGE OF ASSETS

At the balance sheet date, certain assets which have
been pledged to banks to secure general banking

facilities granted to the Group were as follows:

Leasehold properties
Held-for-trading investments

45. BALANCE SHEET

Non-current assets
Investments in subsidiaries

Current assets

Other receivables

Amounts due from subsidiaries

Amount due from an associate
of the Group

Bank balances and cash

Current liabilities
Other payables
Amounts due to subsidiaries

Net current assets
Net assets

Capital and reserves
Share capital

Reserves

Shareholders’ funds

—EERE —ZTERF
2006 2005
FET FAET
HK$’000 HK$'000
- 87,038
20,000 -
20,000 87,038

OF THE COMPANY
—EERE —ETRF
2006 2005
FERT FET
HK$’000 HK$’000
457 40
922,698 592,353
- 12
67 2,976
923,222 595,381
374 -
275,886 448
276,260 448
646,962 594,933
646,962 594,933
119,761 120,366
527,201 474,567
646,962 594,933
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46. TENMBLTER 46. PARTICULARS OF PRINCIPAL
RZEBEEXRF=ZA=+—8 "  AQalE SUBSIDIARIES
EMBRAZFBOT Particulars of the Company’s principal subsidiaries at

31st March, 2006 are as follows:

ERTRAR FRABAE
LERRE ERTEZERKRE

o 1 B 3L it B /EmEX HEBDL TEER
Issued and fully Proportion of
Place of paid up ordinary nominal value of
WEARERE incorporation/ share capital/ issued ordinary capital
Name of subsidiary registration registered capital  held by the Company Principal activity
E# CF:3

Directly Indirectly
ARt ARt

% %
RERLEEETH i 20,000,000/% 7. - 100 RERKEETEM
Dongguan Chang An Group ~ HSMEE A H HK$20,000,000 Manufacture and trading
Sense Electronics Factory ~ The PRC of electronic products
Sino-foreign
Joint Venture
RRESNETARAR 25,000,000/% 7 - 100 RERKEETEM
Global Asia High-tech LIS HK$25,000,000 Manufacture and trading
Electronics Co Ltd The PRC of electronic products
Foreign Enterprise
Group Sense (China) Limited ZEBEZEHE (E 100 - REERK
British Virgin Islands US$1 Investment holding
BEUEHNERRF BETD 1005 7T 100 - REER
Group Sense Cyberspace Western Samoa Us$100 Investment holding
Limited
Group Sense (Dongguan) RERUABS 10ET - 100 #HEWE
Limited British Virgin Islands US$10 Property holding
Group Sense (Holding) Limited XERLZEHE 3,000% 7T 100 - REER
British Virgin Islands US$3,000 Investment holding
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46. FEMEBELATER (E) 46. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)

ERTRARE NG EEE ]
LERRE EBRTEERRA

o 1 B 3L it B /EmEX HEBDL TEER
Issued and fully Proportion of
Place of paid up ordinary nominal value of
il PN incorporation/ share capital/ issued ordinary capital
Name of subsidiary registration registered capital held by the Company Principal activity
EE EF:3

Directly Indirectly
A A7

% %
Group Sense (S.E.A.) Limited XERLZHE (E3 100 - REERK
British Virgin Islands US$1 Investment holding
Group Sense Investment RERTES (E 100 - REEK
Limited British Virgin Islands US$1 Investment holding
BEBERAA B 1,0007% 7T * - 100 RALHEEEFER
Group Sense Limited Hong Kong HK$1,000* Design and trading of
electronic products
Group Sense Manufactory EERELES (E - 100 REZSFEDMNIRS
Company Limited British Virgin Islands US$1 Provisions for
subcontracting services
for electronic products
EEPDAZRERA A HERS L 8% 90,000 £t 98.95 - REERK
Group Sense PDA Cayman Islands AR % Hk17,182% T Investment holding
Holdings Limited Ordinary shares
US$90,000
Series A Preferred
Shares
US$17,182
BEZELERARAA B 100/ 7T - 98.95 R MHEBHFEK
Group Sense PDA Limited Hong Kong HK$100 EAHBHEER

Design and trading of
smartphone and
PDA products
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46. TENBLRAER (B) 46. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)
EETRAR NNCECE )

EERRA ERTEERRAE

a0 B L 3t B /EmEX HERDE TEER

Issued and fully Proportion of
Place of paid up ordinary nominal value of
il AN incorporation/ share capital/ issued ordinary capital

Name of subsidiary

registration

registered capital

held by the Company

Principal activity

EE A&
Directly Indirectly
At ARt
% %
Group Sense Singapore GEimilibd 500,000% 3% 7T - 100 7TF
Pte Limited Republic of Singapore $$500,000 Inactive
GSL Research Technology RERUAMS 1% - 100 T
Limited British Virgin Islands US$1 Inactive
GSPDA Intellectual AERENES 1% - 98.95 1
Properties Limited British Virgin Islands US$1 Inactive
REBEERAF Bt 2B - 100 7F
Muto Limited Hong Kong HK$2 Inactive
Supreme Style Technology RERUAMS 100% T - 100 REER
Limited British Virgin Islands Us$100 Investment holding
BEREABRAT Bt 1007% 7T - 100 KEZRK
Ultimate Winner Investments ~ Hong Kong HK$100 Investment holding

Limited

* EBEABRARNEEETEREE.OET
mI =S B R B IR E R % 200,0000% °
BLERMITEMERIRR S EEBRAE
ANEMEAKRRARE 2 BESEFEEMRKRE
REIRAREG LIREZER - IFEETE
BE2HEIMADIR °

*  Group Sense Limited has also issued 200,000 non-voting
5% deferred shares of HK$1 each. The deferred shares
practically carry no rights to dividends or to receive
notice of or to attend or vote at any general meeting
of the company or to participate in any distribution on
winding up.
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47. XEEBAEME 47. COMPENSATION OF KEY MANAGEMENT
PERSONNEL
EENEMTEEBRABRAFRAZN The remuneration of directors and other members of
ST key management during the year was as follows:
ZBEARE —ZTRF
2006 2005
TR TET
HK$°000 HK$000
EEREA Short-term benefits 13,245 13,315
BHERS Performance related incentive payment 562 926
RRTE R E B 50 Contribution to retirement benefit schemes 418 621
PARR ) S (R A9 2 Share-based payment 455 -
14,680 14,862
EEZRFETBABZHMEeBHTEMNEES The remuneration of directors and key executives is
E2ZEMNEIXRBELTSBEME determined by the remuneration committee having
JE ° regard to the performance of individuals and market
trends.
48. BBALXRS 48. RELATED PARTY TRANSACTIONS

RAFERN - AEBER-BEARBEEE
T2 B ¥E A 494,000,0008 0 (ZEZT R
% : 498,000,00087T) c RAFEREE
REERZBEAMEEES -

During the year, the Group purchased goods from
related companies amounting to approximately HK$4
million (2005: approximately HK$8 million). Mr. Tam
Wai Tong, Thomas, a director of the Company, has

beneficial interests in the related company.
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Revenue

Profit (loss) before tax
Income tax (expenses) credit

Profit (loss) for the year

Attributable to:
Equity holders of the parent
Minority interests

Profit (loss) for the year

Total assets
Total liabilities

Equity attributable to equity
holders of the parent
Minority interests

Group Sense (nternational) Limited

IR E

Financial Summary

RESULTS
BE=ZA=1+-HLEE
Year ended 31st March,
2T ZTT=F ZTEMF —EERF | ZBEXRE
2002 2003 2004 2005 2006
TEL FTAEL FAEL FTAEL THER
HK$'000 HK$'000 HK$000 HK$000 HK$’000
977,806 1,147,607 1,355,648 1,309,630 1,490,757
(106,302) 30,043 159,811 62,761 76,271
(461) (3,878) 1,698 226 (21,880)
(106,763) 26,165 161,509 62,987 54,391
(98,138) 42,011 162,084 62,158 54,391
(8,625) (15,846) (575) 829 -
(106,763) 26,165 161,509 62,987 54,391
ASSETS AND LIABILITIES
R=A=+-8
At 31st March,
ZTTf TS ZTENF ZITTRE | ZBEXRE
2002 2003 2004 2005 2006
TAEL TAEL FTEL FTAEL TER
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
818,895 763,432 912,582 870,703 854,940
(406,416) (314,629) (323,722) (264,852) (255,092)
412,479 448,803 588,860 605,851 599,848
396,926 448,228 588,860 605,022 599,001
15,553 575 - 829 847
412,479 448,803 588,860 605,851 599,848
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Particulars of Major Properties

REBR-_ZEZNF=ZF=+—HEBEITEY Particulars of major properties held by the Group as at

EZHBWOT - 31st March, 2006 are set out below:

a2\ NE 5l FH
Name/location Type Lease term
HEWE :

Leasehold properties:

1. BEARENEERMFE IR Ix o H
EMIEhL 21
E13-24 TH K
HhE P35k = E AL
Workshop Nos. 13 to 24 on 2nd Floor Industrial Medium-term lease
and Car Parking Space No. P3
on Basement, Sino Industrial Plaza
9 Kai Cheung Road
Kowloon Bay
Hong Kong

2. TERERZEEETR I 4 5
REMRTHE
SBYERR
EMIXR
Dongguan Chang An Group Sense Industrial Medium-term lease
Electronics Factory
Fourth Industrial Zone, Wusha
Chang An, Dongguan
The People’s Republic of China
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