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CHAIRMAN'S
STATEMENT

F & &

TO ALL SHAREHOLDERS

On behalf of the Board (the “Board”) of Artfield Group Limited
(the “Company”), | am pleased to present the annual report of the
Company and its subsidiaries (collectively the “Group”) for the year
ended 31 March 2005 to shareholders.

DIVIDENDS

The Board does not recommend the payment of any dividend for
the year ended 31 March 2005 (2004: Nil).

FINANCIAL REVIEW

The Group recorded a turnover of approximately HK$238,300,000
for the year ended 31 March 2005 (2004: HK$229,925,000). It
represents an increased of 3.6% or HK$8,375,000 as compared
with last year. Despite the fact that the Group still recorded a net
loss of HK$2,670,000 in the year under review, the results represent
an improvement of HK$13,868,000 from last year's performance.
The loss was mainly attributable to the loss from the operations of
the Group's overseas offices. The performance of each of the
Group’s businesses are set out in more details in the Management
Discussion and Analysis of the annual report of the Company for
the year ended 31 March 2005.
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MAJOR ACHIEVEMENTS IN THE YEAR

During the year under review, management has re-doubled their
efforts in cost control and has endeavoured to improve the
production effectiveness and efficiency by eliminating wastage and
reducing material and purchasing cost. Notwithstanding the
marked increase in materials cost due to the surge in oil price and
an upswing in the PRC economy, the gross profit margin of the
Group's products has been improved with reduction in operating
costs despite increase in sales. These are the main contributors to

the improvement of the Group’s financial performance in this year.

The Group’s clock’s manufacturing division, Artfield Industries
(Shenzhen) Limited, has been accredited ISO9001:2000 Quality
Management System Certification in January 2005. This shows the
Group's determination to maintain high quality standard and an
open recognition of its achievement. For efficiency and cost
reasons, the Group has, and will, deployed adequate resources to

continue to improve production facilities.

The Group has started to restructure the USA and Germany offices
in the second half of the financial year with a view to clamping
down the loss in operations. The restructure is nearing completion
and it is anticipated that the losses from these two offices would

be substantially reduced in the coming financial year.

During the year under review, the Group has strengthened its
financial position through disposal of two properties. The proceeds
were used in the payment of bank borrowings, resulting an
improvement in the Group’s gearing ratio and lightening the

Group’s interest burden.
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CHAIRMAN’S STATEMENT

MAJOR ACHIEVEMENTS IN THE YEAR
(Continued)

In conclusion, we consider that the Group has laid a firm
foundation in the financial year ended 31 March 2005.

STRATEGIC DIRECTION

Going forward, the Group continues to leverage on its core
competence and strategic fitness that it has established in its long

history of operations.

The Group shall continue to carry out the cost reduction
programme so as to achieve cost effectiveness in its manufacturing

and trading operations.

Whilst recognising that the Group operates in niche marketing
environment, the Group shall continue to expand its businesses
geographically, penetrating new market segments and culture
group; and through products marketing with new products and
the Group’s well-received brand names, Wehrle, Klik and Artex.
With growing economy in the PRC and the immense opportunity
and vast potential brought about by the PRC’s accession to the
WTO, the Closer Economic Partnership Arrangement between Hong
Kong and the PRC as well as the Olympic Games in Beijing in the
year 2008, the Group poises to expand its sales outlets in major
cities of the PRC with a view to capturing further sales turnover in

the PRC retail sales market.
As a public listed company, the Group shall keep abreast with

good corporate governance practices in a bid to strengthening

the Group’s management and internal control system.
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APPRECIATION

On behalf of all my fellow directors, | sincerely thank all of our
staff for their loyalty, commitment and hard work, and our

customers, suppliers and shareholders for their continuing support.

By Order of the Board

LIANG Jin You
Chairman

Hong Kong, 21 July 2005

CHAIRMAN'’S STATEMENT

&l
AABHREREFSUEBRBZEH RARHE - UKk
BEP  HEAMBRRTENOSBBIARLEHE o

AEEGD
FE

5 —ETERFLA-+—H

—ETRFER HHEMERAT 7



MANAGEMENT DISCUSSION!

AND ANALYSIS

EEESNW K DN

Competitive Advantage and Core Competence

The Group achieves its competitive advantage from the following

core competences:

(i)

i

The Group is considered as one of the leading player in
clock industry by virtue of its more than 20 years of
experiences in the clock manufacturing, such experiences
were successfully applied to the development of the Group's
other businesses such as other office related products and
lighting products. The Group’s public listed status provides
financial reliability and confidence to customers.

Vertical Integration in Manufacturing

The Group provides full range and one-stop-shop
manufacturing services to customers on both OEM and ODM
pasis. The Group’s manufacturing activities cover research
and development; design, manufacturing of metal, plastic
and glass components; woodworks; electroplating and
assembly. The vertical integration in manufacturing ensures
best lead-time, flexibility, quality control and cost

effectiveness.
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MANAGEMENT DISCUSSION AND ANALYSIS
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(i)  Quality Control (i) SREIEH
The management places great emphasis on products quality EREEEEEMCEERASE AMmHIE T K
and reliability by setting up incoming, in-production, end-of- B REAEE - S mmEEHEF  mEEER
line quality controls procedure, quality audit and endurance MAMNREFARESRERT P ZEEERK - K
test to fulfill the stringent requirements of its high-end SEEBERSmERE - REBLINRIIZ HBE
customers. The Group continues to pursue high quality RZZETRHF— AESISO9001:2000:8:% + kAR
standard and the accredition of the 1S09001:2000 to the FAE T ASRBEHSmEREZERKRES -

Group’s Shenzhen factory in January 2005 was an open

recognition of the Group’s effort and high quality standard.

liv)  Design, Research and Development liv) &&&H - MR
The Group has a strong in-house design, research and REBMEBBIB30AZBARAIERET - TR
development team with over 30 personnels who are expertise Bh - PR EEFREEANCREE - A5E
in their chosen fields. The Group also enters into partnership MRS ER 2 BEAMIRRETIN - IREEINRE 2%
with well-acclaimed overseas design houses for new products STRBIRIN T e » Ret RBEAEHEmR -

designs and development apart from the vast reservoir of its

own brands designs.

[v)  Sales and Marketing v) SHERMGHE
The Group's sales and marketing activities operate in global AEEZMSHEBEDIR - WHEE - B - &
arena with offices and presence in the USA, Germany, UK BIRHPERARER - R TEELSAEBE 2 FET
and the PRC. The presence attunes with the Group’s niche B - MRS B R TR IR R ST
marketing strategy and enables the Group to keep abreast SEaR -

with the market conditions and to develop new market

segments.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND PROSPECTS
Clock and Other Office Related Products

The Division achieved a turnover of HK$158.4 million in the year
under review, it represents an increase of HKS13.2 million or 9.1%

as compared with the same period last year.

Cost control underscored the Division's operations in the year under
review. Starting from the second half of the financial year, targets
were set to clamp down materials and production costs with strict
responsibility and accountability system imposed, the actual
achievement of the targets were closely monitored on a monthly

basis.

The Division reported a segment trading profit of HK$2,233,000
for the year ended 31 March 2005, the result was arrived at after
taking into account the loss of the USA and Germany Offices in
the amount of HKS$5,492,000. The segment trading result
represents an increase of HK$7,996,000 as compared with the

same period last year.
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Lighting Products

The Lighting Products Division reported a turnover of HK$26.9
million in the year ended 31 March 2005. The result represents an
increase of HKS11.7 million or 76.8% as compared with the same

period last year.

Before moving its production to the Gaoming factory in Foshan
City, the PRC, the Division sub-contracted a part of its production
to outsiders due to the small capacity at the Shenzhen factory
which could have earned higher profit margin if produced in-
house. The cost of removal has added further burden to the
Division's profit performance for the year. The competition was
severe in the year under review, which has led to a reduction in
the selling price of the products, while the materials cost has been
on the rise. All these factors have erosed the gross profit margin
of the Division. However, the Division was still able to report a
trading profit of HK$2,035,000 in the year under review, as
compared with HK$82,000 in last financial year.

It is expected that the new factory facilities will give rise to the
benefit of economy of scale and production efficiency, leading to

cost effectiveness in production and boosting sales turnover.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS

Trading

The Division mainly engages in trading of metal in the PRC market.
During the period under review, the business was inevitably
affected by the PRC government's tightening of macro-economic
policy. The Division reported a turnover of HKS41.6 million with a
segment trading profit of HKS1,772,000 as compared with a
turnover of HK$56.2 million and a segment trading loss of
HK$302,000 in the same period last year.

In the short run, the management looks upon the business as an
important source of marketing intelligence to the Group'’s other
businesses in the PRC market, the management does not expect
the Division to make substantial contribution to the Group’s bottom-

line in the near future.

Electroplating Services

The Electroplating Services Division recorded a turnover of HKS$11.4
million in the year ended 31 March 2005 as compared with
HK$13.3 million in the same period last year. It reported a segment
trading profit of HKS1,170,000 in the period under review as
compared with HK$2,390,000 in the same period last year.

Electroplating Services Division forms an integral part of the Group’s
vertically integrated manufacturing operation and it provides high
quality electroplating services to other customers. The Division’s
factory has long been established in its present location. It has
been accredited with ISO certification in 2001 and in full
compliance with the local government’s requirements with respect
to environmental conservation. It also established long term
relationship with suppliers for the supplying of restricted material
such as potassium gold cyanide [ &1L 22 € #f | which is an important

ingredient for the use in the electroplating process.

It is expected that the PRC government will further tighten up
environmental protection measures with the effect of imposing
further restrictions in operating electroplating services in the area.
The Division will strengthen its competitive advantages in terms of
its long establishment and good relationship with local government,
ISO approved standard and high quality service, as well as the

secured access to restricted materials.
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Pharmaceutical Business

The Group acquired 49% share capital of Success Start Holdings
Limited (“Success Start”) on 15 March 2004. Success Start engages
in the research and development, production and sales of medical
products through Anxi Medicine-Make Co., Limited Fujian 2%
2R G AR QA ("Anxi Medicine”) and bio-technological medical
products through Beijing Xipu Biotechnology Limited 1t 2 EZ B3R
REMBEEFTA R AR (“Beijing Xipu’). The management remains
confident that pharmaceutical industry will be the next high-growth
industry in the PRC in the foreseeable future with attractive returns.
The management will treat the investment as a valuable asset and

a potential contributor to the Group's business in the future.

During the year under review, the sales turnover of Success Start
increased by 83.9%, from HK$13.0 million in the year ended 31
March 2004 to about HK$24.0 million in the year ended 31 March
2005, and has successful turned around from a loss into a profit
position. Anxi Medicine has submitted two medical products,
“Cefmetazole Raw Material Medicine” [SEfKFHREAIZ] and
“Sterilized Power of Injection” [EE# ] for the approval of the
State Food and Drug Administration (SFDA). It is expected that
approval for the production of the products as well as the
accreditation of the GMP standard will be granted in the near
future. Anxi Medicine also will be the first entity in the PRC to
apply for the production of the internationally most advanced
medicine “Natamycin” [Fp B =]

Beijing Xipu has successfully launched the new product, “Xi Pu
Gluco Guard Yi Dao Ying Yan Su” [EEBAERBERSXEE
Z]in the year under review and was well received by diabetic
patients. The product has now been launched into major cities
and provinces in the PRC. The product was also in the process of
registration with the America’s Food and Drug Administration (FDA)
under registration No. 10307917240. Beijing Xipu has recently
entered into agency agreements with renowned medicine
companies in the PRC (except those companies in Beijing,
Guangdong, Shangdong, Liaoning, Jilin, Heilongjian and Fujian)
for the distribution of the product, concluding an annual sales in
the amount of RMB3.5 million. It is expected that the sales of the

product will increase substantially in the coming financial year.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 March 2005, the Group had total outstanding debts and
finance lease obligations of HK$32,392,000 (2004:
HK$63,231,000), of which HK$24,575,000 (2004: HK$54,612,000)
was secured bank loans, HK$6,589,000 (2004: HKS$6,374,000) was
secured overdrafts, HK$259,000 (2004: HKS$732,000) was
unsecured other loans and HK$969,000 (2004: HKS1,513,000)
was obligations under finance leases. The amount repayable within
one year accounted for 80.0% (2004: 68.8%) of the total
borrowings as at 31 March 2005. The maturity profile of the
Group’s total borrowings as at 31 March 2005 is analysed as

follows:

REE & KRR

RZZETRF=ZA=1+—8 AEEZRKEEEFLHBHE
THE 2 AIEA 832,392,000 (CEEMEF : B
63,231,0007T) + EFRERIRITE R AE24,575,0007T
(=TT : B¥54,612,0007T) © ERBITEL BB
6,589,00070 (ZZZ PN : B#E6,374,0007T) © ERERE
L E R ABE259,0007T (ZZZ P4 : B¥732,0007T)
MBS 2 AE AE 969,000t (ZET WA B
1,513,0007T) c BEZZTHAF=A=T—HILEFTR—F
NEENSRENEEERS0.0% (ZZZM4E : 68.8%) °
AEER-_ZTRF-A=-T—AZBEBEZIEHFHES
Manw

2005 2004

“E22RE —TTWF

Within one year —£R" 80.0% 68.8%

In the second year EZFR 19.5% 12.1%

In the third to fifth years, inclusive E=FEELF (BHEEEMF) 0.5% 10.3%

Beyond five years HBhF - 8.8%
Total st

Our gearing ratio was at a healthy level of 3.3% (2004: 10.9%).
The computation is based on long-term borrowings of the Group
divided by shareholders’ fund as at 31 March 2005.

The Group’s sound financial position will provide us with good
financial capacity to either expand our existing operation or to

diversify into other strategic growth business.

CHARGES ON GROUP’'S ASSETS

Certain of the Group's leasehold land and buildings and plant and
machinery were pledged to secure general banking facilities

granted to the Group.
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FOREIGN EXCHANGE EXPOSURE

The Group mainly earns revenue and incurs costs in US dollars
and Hong Kong dollars. Foreign exchange exposure of the Group
is minimal so long as the HKSAR Government's policy to link the

Hong Kong dollars to the US dollars remains in effect.

Since the Group's principal manufacturing operations are in the
PRC and most of the operating expenses are denominated in
Renminbi (“RMB”), the management is aware of possible exchange
rate exposure. As a hedging strategy, the management emphasizes
on using RMB borrowings to finance the Group’s PRC operation

and capital expenditure.

TREASURY POLICIES

The Group generally finances its operation with internal generated
resources and banking and credit facilities provided by banks in
Hong Kong, the PRC and the UK. All borrowings are denominated
in Hong Kong dollars, the US dollars, RMB and British pounds.
Borrowing methods used by the Group mainly include trust receipt
loans, overdrafts facilities, invoice financing and bank loans. The
interest rates of most of these borrowings are fixed by reference
to the Hong Kong Dollar Prime Rate or foreign currency’s Trade

Finance Rates.

CONTINGENT LIABILITIES

As at 31 March 2005, the Group did not have contingent liabilities
(2004: Nil).

CONNECTED TRANSACTIONS

On 8 September 2004, the Company entered into the sale and
purchase agreement with Ms. Li Kwo Yuk (“Ms. Li"), a director of
the Company, for the disposal of the entire interests in German
Time Limited and Smart Best Development Limited, which are
indirect wholly-owned subsidiaries of the Company, at a
consideration of HK$22,000,000.

Details of the disposal were disclosed in the Company’s
announcement dated 16 September 2004 and the Company’s
circular dated 2 October 2004 which had been dispatched to the
shareholders of the Company.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES

As at 31 March 2005, the Group had 2,394 (2004: 2,598)
employees spreading among Hong Kong, the PRC, the US,
Germany and the UK. Industrial relationship has been well
maintained.

The Group has adopted an extensive training policy for its
employees. It has also sponsored senior executives for higher

education programs.
The Group has adopted a share option scheme whereby certain

employees of the Group may be granted options to acquire shares
of the Company.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT
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Executive Directors

Mr. LIANG Jin You, aged 47, is the Chairman and Managing
Director of the Company. Mr. Liang was appointed as an executive
director of the Company in August 1998. Mr. Liang joined the
Group in 1998 and he oversees the strategic development and
policy making of the Group. He has over 22 years’ experience in
industrial management, trading business and real estate business
in Hong Kong and the PRC. He is a brother of Mr. LEUNG Kin Yau

and the spouse of Ms. LI Kwo Yuk.

Ms. LI Kwo Yuk, aged 42, is the Deputy Chairman of the
Company. Ms. Li was appointed as an executive director of the
Company in January 2000. Ms. Li joined the Group in 2000 and
she oversees the purchasing, personnel and administration
departments of the Group. She has over 19 years’ experience in
accounting, trading and administration. She is the spouse of Mr.
LIANG Jin You.

Mr. LEUNG Kin Yau, aged 40, is an executive director of the
Company was appointed in August 1998. Mr. Leung joined the
Group in 1998. He has over 15 years’ experience in the trading of
industrial materials and consumer products between Hong Kong
and the PRC. He was appointed as the President in marketing of
the Group to oversee the corporate marketing strategies and
manage the local and overseas marketing teams of the Group. He
is a brother of Mr. LIANG Jin You.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

Mr. OU Jian Sheng, aged 41, is an executive director of the
Company was appointed in August 1999 and is also the General
Manager of Artfield Industries (Shenzhen) Limited ("AlS”), a wholly
owned subsidiary of the Company in the PRC. He joined the Group
in 1999 and he is responsible for the overall management of AlS.
He has a bachelor's degree in mechanical design and is a qualified
mechanical engineer. He was employed in BN & &2 kAT
[Guangzhou Electrical Appliance Science Research Centre) of #
# T ¥ E0 (the Mechanical Engineering Industrial Department)
and was the factory director of E®R # L ERFEM (Guangdong
Foshan Electrical Fan General Factory). He is the brother-in-law of

Ms. LI Kwo Yuk, executive director of the Company.

Mr. DENG Ju Neng, aged 50, is an executive director of the
Company was appointed in August 1998 and is also the Managing
Director of Ultra Good Electroplating Surface Finishing (Shenzhen)
Company Limited (“Ultra Good (SZ)"), a subsidiary of the Company
in the PRC. He joined the Group in 1998 and is responsible for
the day-to-day operations and overall manufacturing activities of
Ultra Good (SZ). He has over 22 years’ experience in trading,
corporate management and real estate development. He does not
have any relationship with any director or senior management of

the Company.

Mr. LIN Dong Hong, aged 39, is an executive director of the
Company was appointed on 10 May 2004. He has over 11 years’
experience in export trading industry. During the period from 1999
to 2002, he joined Beijing House Tian Ran Yaowu Yanjiusuo, a
subsidiary of the Tsinghua University, Beijing and was responsible
for biologic medical technology research. Since 2003, he has
become the executive director of both &2 %E & ZH| EE R A 7
[Anxi Medicine-Make Company Limited Fujian) and 1k 57 B2 B3R Bk
£ B BT AR 2 ) (Beijing Xipu Biotechnology Limited), and
supervised the marketing and daily operations. In 2004, Mr. Lin
was appointed as the member of the Nine Secession of the General
Office, National Committee, Chinese People’s Political Consultative
of the Anxi County of Fujian province, the PRC. He joined the
Group in 2004. He does not have any relationship with any director

or senior management of the Company.
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Independent Non-executive Directors

Mr. LO Ming Chi, Charles, aged 55, JP, is an independent non-
executive director of the Company was appointed in August 1998.
Mr. Lo is a member of the Australian Society of Certified Practising
Accountants and the Securities Institute of Australia. He is a director
of New Century Group Hong Kong Limited, Pricerite Group Limited,
Tak Sing Alliance Holdings Limited and Xin Corporation Limited, all
of which are listed on The Stock Exchange of Hong Kong Limited.
He has over 26 years’ experience in financial and investment
services in Australia, Hong Kong and other Asian countries. He
does not have any relationship with any director or senior

management of the Company.

Mr. LO Wah Wai, aged 41, is an executive director of the
Company was appointed on 16 September 1998 and was re-
designated as a non-executive director of the Company on 15
May 2001 and was re-designated as an independent non-executive
director of the Company on 30 September 2004. He holds a
bachelor's degree in business administration from the Chinese
University of Hong Kong, is an associate member of the Hong
Kong Institute of Certified Public Accountants and is the Senior
International Finance Manager. Prior to joining the Group in 1998,
he worked and held senior positions in both an international
accounting firm and an investment bank where he accumulated
extensive experience in statutory accounting, corporate finance
and strategic investment. He is currently the chairman and an
executive director of BM Intelligence International Limited, a
company listed on the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited. He does not have any relationship

with any director or senior management of the Company.
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Mr. ORR, Joseph Wai Shing, aged 45, is an independent non-
executive director of the Company was appointed on 30 September
2004. He holds a MBA from Kellogg School of Management,
Northwestern University and the Hong Kong University of Science
and Technology, a Professional Diploma in PRC corporate, tax and
accounting systems from Zhongshan University, a Master of Arts
Degree in International Business and International Financial
Management from the University of Reading and a Bachelor of
Arts (Hons] degree in Accounting and Finance from Middlesex
University. He is a Certified Public Accountant in the United States,
a Certified Practising Accountant in Australia and a member of
American Institute of Certified Public Accountants and the Hong
Kong Institute of Certified Public Accountants. He does not have
any relationship with any director or senior management of the

Company.

Senior Management

Mr. LAU King Pong, aged 52, is the Company Secretary of the
Company and the Financial Controller of the Group since November
2004. Mr. Lau has over 20 years’ experience in accounting and
financial control from a variety of businesses and has worked in
senior management position with a large multinational
conglomerate and public listed companies, including a reputable
local banking institution. He has extensive experience in companies
set-up, taxes planning, financial management, treasury operations
and management information systems development. Mr. Lau is a
fellow member of the Association of Chartered Certified Accountants
and an associate member of the Hong Kong Institute of Certified
Public Accountants. He does not have any relationship with any

director or senior management of the Company.

Mr. YU Yat Tung, aged 47, is the Vice President in marketing of
Artfield Manufacturing Company Limited ("AMCL"), a wholly owned
subsidiary of the Company. He is responsible for sales, marketing
and products development of AMCL. He has about 20 years of
manufacturing experience in high-tech industry. Before joining
the Group in November 2004, he held many senior positions in
several well-established manufacturing groups in Hong Kong. He
obtained a Bachelor degree in Business Administration from The
University of Ottawa, Canada in 1983. He does not have any
relationship with any director or senior management of the

Company.
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Mr. SE Yuk Hoi, aged 44, is the Deputy General Manager of AlS,
a wholly owned subsidiary of the Company. Mr. Se is responsible
for the administration and production management of AIS. He
obtained his Bachelor of Science degree majoring in Computer
Science from The University of Western Ontario, Canada in 1985.
Prior to joining the Group, he was the factory manager of Pulse
Engineering Limited and operation general manager of Dongguan
TinsChemical Corporation Limited. He has over 10 years’” experience
in senior management. He joined the Group in August 2002. He
does not have any relationship with any director or senior

management of the Company.

Ms. TSE Fung Sang, aged 64, an Executive Director of Ultra
Good Electroplating Limited (“Ultra Good"), a subsidiary of the
Company in Hong Kong, is responsible for the overall management
and operations of Ultra Good. She joined the Group on 9 May
1991 and has more than 39 years of experience in the
electroplating business. She does not have any relationship with

any director or senior management of the Company.

Mr. Paul TURNAGE, aged 54, joined the Group on 18 May
2001, is the Managing Director of Ferdinand International
(Marketing) Limited, a wholly owned subsidiary of the Company in
the United Kingdom (the “UK"). He is responsible for the Group'’s
overall business and operations in the UK. Since 1987, he was the
Managing Director of Kundo Staiger UK Limited, a wholly owned
subsidiary of Kundo Staiger GmbH, which was one of Europe’s
largest clock producers. He has been in the clock industry for 26
years and has extensive knowledge of the European and Far
Eastern clock industry. He does not have any relationship with

any director or senior management of the Company.

BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

BEBEE  445% 0 BARFZEMBRARRKERAL
B o A BERBITRMEEER - BR—NL/\LFE
BNERLTARERBZIEE TN - TEBRME -
MAREEZA - HENEBETARARERE - IR
SEREIMERARMEZERLE - REBBTFSR
ERLR - RN _TT_F)\AMAREE - KE(ERE
ERARASREEA BEEFAIRE -

HBEZL © 6458 * RARF—HEEMBAR—RFE
ERXMERAR(FED ZMTES  AEFEZESR
B SEE - RR—NN—FHEANAMAREELRNE
ERAERABB=TNFLERLE - REEAEEHAR
AERER A BBEEMBE -

Paul TURNAGES.E 4 @ 5455 - R T —FHA+/\H
MAREE - BARARINERZ 2 &M E X FFerdinand
International (Marketing) Limited 2 E S5 424538 - [F B H A
SEERE BEEGIEE - B—N\EFE - BEA
M 38 25 L FR — PRl oK IRr 88 4R B P Kundo Staiger Gmb,.Z
2 & W8 A AlKundo Staiger UK Limited 2 2 S 4RACIE o 1%
REERARE T ZHNFLR - WHEBUNKRRR 2 FEE
BELEHH - HEATMEFIARASREEAEHE
EAAIER o

—TTRgER REHeEgREAF 21



BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Chi Ho VERBARG, aged 40, who rejoined the Group on 15
September 2003, is the Deputy General Manager of Wehrle
Uhrenfabrik GmbH, a wholly owned subsidiary of the Company in
Germany. His employment in the Group started from October
2000. He graduated from the Acadia University (Canada) and holds
a degree in Science. He also obtained a German Language
Proficiency test (PNdS) Certificate of Bonn University and a
Certificate of Gemology Institute of America with major in Retailing
Business. He is responsible for the Group’s overall business in
major countries in Europe and Middle East. He was the chief
representative of a well-known German chemical company in
Shanghai. He has more than 10 years of experience in trading
and bilateral business relationship between China and Germany.
He does not have any relationship with any director or senior

management of the Company.
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The directors present their report and the audited financial
statements of the Company and the Group for the year ended 31
March 2005.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the Company’s subsidiaries consisted of the
manufacture and marketing of clocks and lighting products, the
trading of metals and the provision of electroplating services. There
were no significant changes in the nature of the Group's activities

during the year.

RESULTS AND DIVIDENDS

The Group’s result for the year ended 31 March 2005 and the
state of affairs of the Company and the Group at that date are set

out in the financial statements on pages 35 to 93.

The directors do not recommend the payment of any dividend in

respect of the year.

FIVE YEARS FINANCIAL SUMMARY

A summary of the published results, assets and liabilities, and
minority interests of the Group for the last five financial years, as
extracted from the audited financial statements is set out on pages
94 to 96 of the annual report. This summary does not form part of

the audited financial statements.

INVESTMENT PROPERTIES AND
PROPERTY, PLANT AND EQUIPMENT

Details of movements in the investment properties and property,
plant and equipment of the Group during the year are set out in

notes 11 and 12 to the financial statements.
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SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share

options are set out in note 26 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the bye-laws
of the Company or the laws of Bermuda which would oblige the
Company to offer new shares on a pro rata basis to existing

shareholders.

PURCHASE, SALE OR REDEMPTION OF
LISTED SHARES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s shares during the year ended
31 March 2005.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 27 to the financial
statements and in the consolidated statement of changes in equity,

respectively.

DISTRIBUTABLE RESERVES

At 31 March 2005, the Company had no retained profits available
for cash distribution and/or distribution in specie. Under the
Companies Act 1981 of Bermuda, the Company’'s contributed
surplus of HK$128,013,000 may be distributed under certain
circumstances. In addition, the Company’s share premium account
with a balance of HK$40,481,000 may be distributed in the form

of fully paid bonus shares.
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers
accounted for 41.9% of the total sales for the year and sales to
the largest customer included therein amounted to 17.5%.
Purchases from the Group’s five largest suppliers accounted for
34.4% of the total purchases for the year and purchases from the

largest supplier included therein amounted to 22.9%.

As far as the directors are aware, neither the directors, their
associates, nor any shareholders (which, to the best knowledge of
the directors, own more than 5% of the Company’s issued share
capital) had any beneficial interest in the Group’s five largest

customers and suppliers.

DIRECTORS

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

Executive directors:

Mr. LIANG Jin You
Ms. LI Kwo Yuk

Mr. LEUNG Kin Yau
Mr. OU Jian Sheng
Mr. DENG Ju Neng
Mr. LIN Dong Hong (appointed on 10 May 2004)

Independent non-executive directors:

Mr. LO Ming Chi, Charles

Mr. LO Wah Wai (re-designated as an independent
non-executive director on 30
September 2004)

(appointed on 30 September
2004)

(resigned on 30 September

2004)

Mr. ORR, Joseph Wai Shing

Mr. CHEUNG Doi Shu

In accordance with articles 86(2) and 87 of the Company’s bye-
laws, Mr. LEUNG Kin Yau, Mr. LO Wah Wai and Mr. ORR, Joseph
Wai Shing will retire by rotation and, being eligible, will offer
themselves for re-election at the forthcoming annual general

meeting.
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BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 17 to 22 of the

annual report.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which
is not determinable by the Company within one year without

payment other than statutory compensation.

DIRECTORS’' INTERESTS IN CONTRACTS

No director had a significant beneficial interest, either direct or
indirect, in any contract of significance to the business of the
Group to which the Company or any its subsidiaries was a party

at any time during the year.
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DIRECTORS’ INTERESTS IN SHARES EERDES
As at 31 March 2005, the interests of the directors of the Company RIZEZRF=A=1T—0 ' ~RFREESRBEED
in the shares of the Company or its associated corporations within ([FH REEGA]) FE352&MmE 7 2 BMETTEE - EF

the meaning of Part XV of the Securities and Futures Ordinance AR RIS E M AREOEE (BB E S LG RAIEXV 58
(the “SFO")], as recorded in the register kept by the Company W) 2D REREER BB LT ARESESR
pursuant to section 352 of the SFO or otherwise notified to the SHRLETRAIMERNE RN AR REBHE X ZAERAF
Company and The Stock Exchange of Hong Kong Limited [the (TBEZZPR]) 2 HERRIAT

“Stock Exchange”) pursuant to the Model Code for Securities

Transactions by Directors of Listed Companies were as follows:

Long positions i)
Ordinary shares of HK$0.10 each of the Company RARFREBEEB. 1072 Bl
Percentage
Number of of the issued
issued ordinary share capital of
Name Capacity shares held the Company
ESA=: i EADRE BT

] g7 EBEREA BRAE G

Mr. LIANG Jin You Held by controlled 119,184,300 45.41%

ReREE corporation (note 1)

EHIAESA (K1)
Mr. LIN Dong Hong Held by controlled 11,193,140 4.26%
MRExXE corporation (note 2)

2D RIEA (R 2)

Notes: Hat -

1. 119,184,300 shares are owned by Golden Glory Group Limited 1. 119,184,300 M%7 BB Golden Glory GroupLimited ([GG 1)
(“GG"), a company incorporated in the British Virgin Islands. The %H - GG AR BB ZESEMKII 2 AR - GGz 2
entire issued share capital of GG is beneficially owned by General EETRAHEBRR(IER)BRATE=ER - AT
Line International (Holdings) Limited, which is in turn 100% HRESRALEERES -
beneficially owned by Mr. LIANG Jin You.

2. 11,193,140 shares are owned by Grand Castle Holdings Limited 2. 11,193,140 /%1 FAGrand Castle Holdings Limited ([GCJ)
(“GC"), a company incorporated in the British Virgin Islands. The %H - GC BRIRBRZESHMKLZ AR - GC22

entire issued share capital of GC is 100% beneficially owned by Mr. EEITRABMRREEERES °
LIN Dong Hong.
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REPORT OF THE DIRECTORS

DIRECTORS'
(CONTINUED)

Save as disclosed above, none of the other directors, chief

INTERESTS IN SHARES

executives or their associates had any interest or short positions in
any shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part XV
of the SFO) as at 31 March 2005.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as under note 26 to the financial statements, at no time
during the year were rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company granted to
any director or their respective spouse or children under 18 years
of age, or were any such rights exercised by them; or was the
Company or any of its subsidiaries a party to any arrangement to
enable the directors to acquire such rights in any other body

corporate.

SHARE OPTION SCHEME

Particulars of the Company’s share option scheme are set out in

note 26 to the financial statements.

2 8 ARTFIELD GROUP LIMITED  ANNUAL REPORT 2005

EERnER (&

B EXHEES R-ZETRF=A=+—H HEHME
£ IRITBABREF 2 MBEATHA AR B HE AR
EE (BB ES NS EDIEXVEHRE) B EmALL - 48
RO HEFNEMERIORE °

EEREROIEFER

BRI E M 26 FTIERSN - MANF TR - WEE
MESE  FFEZEBLT\FEA T FREELAREARRT
BihefEs  REITEZFRMNMER + HARF] REH
BRAEEAZE - WRARRESAHEBEARLMEA
2 i REB TR -

BT E
BRAD R IR BRI B T R MR 26 -



REPORT OF THE DIRECTORS

SUBSTANTIAL SHAREHOLDERS FERR

As at 31 March 2005, the register of substantial shareholders RZZBZRF=A=1—08  ARAREZFHFRBEER
maintained by the Company pursuant to Section 336 of the SFO FE330MEMB T 2 FERRAMET - R EXEERRE
shows that other than the interests disclosed above in respect of FEEREZTHRAB ZERIN - THIRRARARMNE
certain directors and chief executives, the following shareholders RARAIEBITIRAZ BRI °

had notified the Company of the relevant interests in the issued

share capital of the Company.

Long positions i)
Ordinary shares of HK$0.10 each of the Company RARFREBEEB. 1072 Bl
Percentage
Number of of the issued
issued ordinary share capital
Shareholders Capacity shares held of the Company
FrFB &1 EADRE BT
BR=R g4 EEREE BRAEDL
Golden Glory Group Limited Beneficial owner 119,184,300 45.41%
ERBEAA
General Line International (Holdings) Limited Held by controlled 119,184,300 45.41%
BB (ER) GRA A corporation (Note)
EHRREE (H)
Mr. LI Feng Saio Beneficial owner 22,841,600 8.70%
FERELE EnEAA
Ms. CHIA Kok Chi Annie Beneficial owner 19,750,000 7.52%
AL L EREAA
Note: 119,184,300 shares are owned by GG, a company incorporated in BfaE © 119,184,3000%0% 15 FAGolden Glory Grouplimited
the British Virgin Islands. The entire issued share capital of GG is (GG #E - GG RN EBRZESFTMK L 2 BRA
beneficially owned by General Line International (Holdings) Limited, Al GG 2HEEITRABBEBEEIER)ERATE
which is in turn 100% beneficially owned by Mr. LIANG Jin You. WHEE  WARIHREREEERES °

Other than as disclosed above, the Company has not been notified B EXHEIN  ARPHBESEAR _TTRF=A=
of any other interests or short position in the issued share capital T BARREHITRAHMER AR - .
of the Company as at 31 March 2005.
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS IN A
COMPETING BUSINESS

No director had interests in a business which competes or is likely
to compete, either directly or indirectly, with the businesses of the
Group, as defined in the Rules governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”), during the year and
up to the date of this report.

CONNECTED TRANSACTIONS

On 8 September 2004, the Company entered into the sale and
purchase agreement with Ms. Li Kwo Yuk (“Ms. Li"), a director of
the Company, for the disposal of the entire interests in German
Time Limited and Smart Best Development Limited, which are
indirect wholly-owned subsidiaries of the Company, at a
consideration of HK$22,000,000.

Details of the disposal were disclosed in the Company’s
announcement dated 16 September 2004 and the Company's
circular dated 2 October 2004 which had been dispatched to

shareholders of the Company.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has complied
throughout the year ended 31 March 2005 with the Code of Best
Practice (the “Code”) as set out in Appendix 14 of the Listing
Rules, except that the independent non-executive directors of the
Company have not been appointed for specific terms as required
by paragraph 7 of the Code but are subject to retirement by
rotation and re-election at the annual general meetings of the
Company in accordance with the provisions of the Company’s

bye-laws.

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code of conduct regarding securities
transactions by the directors. All directors of the Company have
confirmed, following specific enquiry by the Company, that they
have complied with the required standard set out in the Model
Code throughout the year ended 31 March 2005.
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AUDIT COMMITTEE

The Company has set up an audit committee (the “Audit
Committee”). The Audit Committee meets regularly with senior
management to review the accounting principles and practices
adopted by the Group and to discuss auditing, internal control
and financial reporting matters. The members of the Audit
Committee are Mr. LO Ming Chi, Charles, Mr. LO Wah Wai and
Mr. ORR, Joseph Wai Shing, who are independent non-executive

directors of the Company.

REMUNERATION COMMITTEE

The Company has set up a remuneration committee (the
“Remuneration Committee”). The Remuneration Committee
comprises three independent non-executive directors, Mr. LO Ming
Chi, Charles, Mr. LO Wah Wai and Mr. ORR, Joseph Wai Shing.
Mr. LO Ming Chi, Charles is the chairman of the Remuneration
Committee. The Remuneration Committee has adopted terms of
reference which are in line with the Code on Corporate
Governance Practices issued by the Stock Exchange. The
Remuneration Committee will meet at least once a year to review
the remuneration policy and remuneration packages of the

executive directors and members of the senior management.

PUBLIC FLOAT

As at the date of this report, based on the information publicly
available to the Company and within the knowledge of the directors
of the Company, over 25% of the issued share capital of the
Company was held by the public as required under the Listing

Rules.

REPORT OF THE DIRECTORS

BEREES

$"‘TEﬁﬁZﬁ EEzzBe ((FZREg)) - B&ERE
THESRERABGHAEERNEERA 2G5 ER

&%ﬁ KetwmeEst - NERMRMERREE - BERE

BERBREPERE BEEHTERMERLE  KF

B RARBBILIFMITES -

yMEES

ARRERY—EAHMEZEE ((FHNEREE)) - HEZE
SH=OBIFMTESAN - BRERELLE - EER
TERMEREL - ERERESFHNEES TR - H
ZEBERMTRIERE - MzBREET AN ?&ﬁfﬁéﬂjﬁ’]

EEREABRRTARE - FHEZESHEeR) —F81T—
REH - NWEBRITEERSNEEABNFIMER R H

A&l -

= %

DNRFRE
BANTZ AFERERALTEF R AAFEMRE
EHRRIESR A BIB25% 2 BB TRAMAREA -

—TTREFH wEEEsERAF 31



REPORT OF THE DIRECTORS

AUDITORS

Except for the year ended 31 March 2003, in which Ernst & Young
acted as auditors of the Company, KLL Associates CPA Limited has
acted as auditors of the Company for the past three years.

A resolution will be submitted to the forthcoming annual general
meeting to re-appoint KLL Associates CPA Limited as auditors of

the Company.

On Behalf of the Board

LIANG Jin You

Chairman

Hong Kong, 21 July 2005
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REPORT OF THE AUDITORS

% 8RN ¥R &

B KLL ASSOCIATES CPA LTD
'**Eﬂ%?rﬁﬂi%i%ﬁﬁﬁﬁﬁﬁﬁ
29th Floor, Wing On Centre,
111 Connaught Road Central,
Hong Kong

TO THE MEMBER OF ARTFIELD GROUP LIMITED

(incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 35 to 93 which
have been prepared in accordance with accounting principles

generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

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

applied consistently.

It is our responsibility to form an independent opinion, based on
our audit, on those 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 Statements of Auditing
Standards issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation
of the financial statements, and of whether the accounting policies
are appropriate to the Company's and the Group’s circumstances,

consistently applied and adequately disclosed.
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REPORT OF THE AUDITORSS

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

reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of
the state of affairs of the Company and the Group as at 31 March
2005 and of the result 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.

KLL Associates CPA Limited
Certified Public Accountants (Practising)
LEE Ka Leung, Daniel

Practising Certificate Number P01220

Hong Kong, 21 July 2005
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CONSOLIDATED INCOME STATEMENT

ek

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHF=F=1—HIFE (CEEFTEMSIF)

Notes 2005 2004
Turnover = 3 238,300 229,925
Cost of goods sold and EWHE
services provided K AR5 (182,124) (180,553
Gross profit EF 56,176 49,372
Other income H ftb ez 1,213 1,829
Selling and distribution costs SHE R iR (12,018) (12,136)
Administrative expenses THHAX (43,530) (48,722)
Other operating expenses H 48 & F = (1,688) (3,064)
Profit/(loss) from operations &R F (E18) 5 153 (12,721)
Finance costs BRE KA (3,185) (3,527)
Gain on disposal of subsidiaries & i &2 7 2 = 28 1,693 =
Share of results of associates FEEEE & RRl 2 & 765 =
Loss before taxation R %% Al E5 48 (574) (16,248)
Taxation TIE 9 (1,755) 182
Loss before minority interests Rt D BRR A EE (2,329) (16,066)
Minority interests PHRE (341) (472)
Net loss for the year REEEBEFE (2,670) (16,538
Loss per share GRE®E 10
Basic (HK cents) R GB) (1.02) (6.87)
Diluted g N/ATE A N/AT i3
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CONSOLIDATED BALANCE SHEET
meEERER

At 31 March 2005 (Express in thousands of Hong Kong dollars)
R=ZOOHZF=F=+—H (BMTTEMLSIZE)

Notes 2005 2004
Non-current assets FRBEE
Investment properties REWME 11 - 8,000
Property, plant and equipment M - BEREBE 12 81,945 100,806
Intangible assets B EE 13 39 66
Goodwill Bk 14 17,004 18,000
Interests in associates N NI 16 18,526 17,551
Deferred tax assets EEFHIEEE 25 135 166
117,649 144,589
Current assets RBEE
Inventories FE 17 95,634 88,069
Trade and bills receivables JE AR R B P W R 18 52,897 58,161
Prepayments, deposits and BAHIE - Ze
other receivables T2 L A 8 Uk BR 5k 19 7,409 7,366
Other investments H & 20 2,311 2,414
Bank balances and cash RITHETFRR R 7,632 5,399
165,883 161,409
Current liabilities REBEE
Trade payables JE A< BR K 21 31,427 21,829
Other payables and accruals Hih AR R ET B E 12,479 28,329
Taxation 18 993 527
Interest-bearing bank and HRIT R E At
other borrowings STEEE 22 25,311 42,699
Obligations under finance leases Bt & & 2 # & 23 606 801
70,816 94,185
Net current assets REEETFE 95,067 67,224
Total assets less current liabilities @& ERNRBERE 212,716 211,813
Non-current liabilities FREBEE
Interest-bearing bank and HRIT R E At
other borrowings STEEE 22 6,112 19,019
Obligations under finance leases A& E Z & E 23 363 712
Deferred tax liabilities EIERIEA & 25 4,822 4,322
11,297 24,053
Minority interests DER R 6,964 6,623
194,455 181,137
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At 31 March 2005 (Express in thousands of Hong Kong dollars)
R=ZOOHF=F=+—H (BMTTEMLIIF)

CONSOLIDATED BALANCE SHEET

Notes 2005 2004

Capital and reserves EXR#EE
Share capital BEITRA 26 26,248 24,054
Reserves Wi 168,207 157,083
194,455 181,137

The financial statements on pages 35 to 93 were approved and
authorised for issue by the Board of Directors on 21 July 2005

and are signed on its behalf by:

Director

EZE

FIEN352E93 B MBHEAR —ETAF LA+ HiE
ERIESRIATEENARE

Director

EE
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BALANCE SHEET

BEAEX

At 31 March 2005 (Express in thousands of Hong Kong dollars)
R=ZOOHZF=F=+—H (BMTTEMLSIZE)

Notes 2005 2004
Non-current asset FRBEE
Interests in subsidiaries NINEING P 15 176,119 158,751
Current assets RBEE
Prepayments, deposits and TARNFIE - 'Ee REM
other receivables JiE U AR 3R 376 217
Bank balances and cash RITHEFRA S 108 58
484 275
Current liabilities REBAE
Other payables and accruals Hh e R R ET B E 521 452
Bank overdrafts RITEX 22 - 30
521 482
Net current liabilities REBEEFE (37) (207)
176,082 158,544
Capital and reserves EXRFE
Share capital BEITRA 26 26,248 24,054
Reserves 1 27 149,834 134,490
176,082 158,544
Director Director
2 3
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

n‘/_ﬁ *

E'?) i%a%ib%

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHF=F=1—HIFE (CEEFTEMSIF)

Reserve and

— ==

Property enterprise Exchange
Share Share  revaluation Capital  expansion fluctuation Retained
capital premium reserve reserve funds reserve profits Total
IES HERLE Ex
BA RAEE Efififs U BRES KRG REER &5
At 1 April 2003 “ZZ-FNA-AH 24,105 25,361 23,681 42,516 9,116 (701) 72,122 196,800
Share repurchased R ER RS
and cancelled (51) (238) = = = = = (289)
Impairment 0ss on ER
property, plant and RE HEER
equipment - - (913) - - - - (913)
Release of deferred tax Rz - BRE
liability upon impairment REBRERR
of property, plant and BEHEER
equipment - - 160 - - - - 160
Effect of change in hx2gs72
tax rate = = (218) = = = = (218)
Exchange differences BEBIMERAZ
arising on translation BBREEEL
of financial statements EXZR
of operations outside
Hong Kong = = = = = 2,135 = 2,135
Net loss for the year TEEEE - - - - - - (16,538) (16,538)
At 31 March 2004 R-ZTME
=R=1-H 24,054 25,123 22,710 42,516 9,116 1,434 56,184 181,137
Issue of shares on NN
acquisition of associates GIES ) 2,194 15,358 - - - - - 17,552
Disposal of property, HENZE  FEREE
plant and equipment = = (1,159) = = = 1,159 =
Release of deferred tax HWENE - BERE
liability upon disposal R ZERHBEE
of property, plant and
equipment - - 203 - - = = 203
Eliminated on disposal HENBARA
of subsidiaries = = = 87 = = = 87
Exchange differences arising ~ REBHHB AR Z
on tranglation of financial ~ HMEBEELZ
statements of operations EXZE
outside Hong Kong - - - - - (1,854) - (1,854)
Net loss for the year AEEER - - - - - - 2,670} 2,670}
At 31 March 2005 R-Z2RRE
=ZE=1-H 26,248 40,481 21,754 42,603 9,116 (420) 54,673 194,455
—TTRFEFHR KEHEEERAT 39



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

BE—OOHF=A=1—HILFE CE¥TTEMNSIZE)

Reserve and

Property enterprise Exchange
Share Share  revaluation Capital  expansion fluctuation Retained
capital premium reserve reserve funds reserve profits Total
nE RERLE Ex
Bx RiEE Eftfit BXfi ¥RES KBt RERA #3
Attributable to: s
The Company and RERENEAR
subsidiaries 26,248 40,481 21,754 42,603 9,116 (420) 53,908 193,690
Associates BELF - - - - - - 765 765
At 31 March, 2005 R-ETRF
=A=1-H 26,248 40,481 21,754 42,603 9,116 (420) 54,673 194,455
The Company and RERENEAR
subsidiaries 24,054 25123 22,710 42,516 9,116 1,434 56,184 181,137
Associates BELT - - - - - - - -
At 31 March, 2004 R-FTME
=A=1-H 24,054 25,123 22,710 42,516 9,116 1,434 56,184 181,137

Certain amounts of goodwill and negative goodwill arising on the

acquisition of subsidiaries in prior years remain eliminated against

RESE - BBAKBA

BB IRE

RAMELBERABBERT DA
RO M VER SE At AB AR - IR 14

consolidated retained profits and credited to the capital reserve,

respectively, as explained in note 14.

In accordance with PRC regulations, all of the Group's subsidiaries
in the PRC are required to transfer part of their profit after tax to
the reserve and enterprise expansion funds, which are non-
distributable, before profit distributions are made. The amounts of
the transfers are subject to the approval of the boards of directors
of these companies in accordance with their joint venture
agreements and/or articles of association. No transfer of reserve
was made for both years as the PRC subsidiaries were loss making

in both years.
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CONSOLIDATED CASH FLOW STATEMENT
el RERRK

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHF=F=1—HIFE (CEEFTEMSIF)

Notes 2005 2004
OPERATING ACTIVITIES BExK
Loss before taxation PR Al ES 18 (574) (16,248)
Adjustments for: HE
Finance costs 7l & AR 3,185 3,527
Share of results of associates i AN e (765) -
Interest income FEWA (442) (27)
Depreciation of property, plant M - BERBERTE
and equipment 10,218 10,873
Unrealised holding loss on Hix & 2 RER
other investments HAEEE 103 126
Impairment loss on property, ERN T
plant and equipment HEEE - 1,500
Impairment loss on goodwill BmEREEE - 416
Amortisation of goodwill B3 996 996
Amortisation of intangible assets B EESH 27 46
Surplus on revaluation of EHEEMELZ
investment properties B = (300)
(Write back of)/provision for REER (BEE) %4
bad and doubtful debts (326) 8
Loss on disposal of property, HEWME  BEREBEZESE
plant and equipment 544 76
Gain on disposal of subsidiaries HEKRB AR Z W (1,693) -
Operating profit before working HEEEHA
capital changes &z Al 11,273 993
Increase in inventories FEZEM (6,915) (5,581)
Decrease in trade and bills FEUER R R BRI - TARIFIE
receivables, prepayments, Ze REMBRERZ
deposits and other receivables VA 7,104 5,225
Increase in trade payables, other — JEFARK « H AR IR
payables and accruals REEET & B2 8,655 798
Cash generated from operations REEBMERE 20,117 1,435
Interest received BUHIE 442 27
Interest paid BAFE (3,185) (3,527)
Hong Kong Profits Tax paid BEEERNEH (232) (352)
Overseas taxes paid B AU (234) (20)
Dividends paid to minority BERMBRRZ ERRZRE
shareholders of a subsidiary - (405)
NET CASH GENERATED REEBZRERA
FROM/(USED IN) (R i) 8
OPERATING ACTIVITIES 16,908 (2,842)
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CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

Notes 2005 2004
INVESTING ACTIVITIES REEH
Purchases of property, plant BENE  BE
and equipment B (6,465) (5,780)
Proceeds from disposal of HEWE - BER
property, plant and equipment BEZBHE 813 4]
Additions to intangible assets mIEE M - (32)
Disposal of subsidiaries & KB A A 28 21,982
Purchase of other investments BEHMIEE = (2,540)
Decrease in pledged bank deposits B #EHBRITHERZ B - 2,907
Repayment from related companies BB A 7] 2 52 3 278 -
Advance to associates fER T & A A (210) -
NET CASH GENERATED REEEZRERA/ (K
FROM/(USED IN) INVESTING k-]
ACTIVITIES 16,398 (5,404)
FINANCING ACTIVITIES BMEEH
Repurchase of shares H £ 8 [l - (289)
New bank loans HILIRITE R 7,226 34,594
New other loans % B 5K 500
Repayment of bank loans BRRITER (35,418) (10,086)
Repayment of other loans R HME K (473) (600)
Repayments of obligation under HERERE
finance lease EERMERE 2 R&IE (846) (1,442
Decrease in trust receipt loans EXWEER 2B D (1,845) (12,014)
NET CASH (USED IN)/ BMELR 2B (Rd)
GENERATED FROM AR
FINANCING ACTIVITIES (31,356) 10,663
INCREASE IN CASH AND CASH H2RBEESZEZ
EQUIVALENTS & 1,950 2,417
CASH AND CASH EQUIVALENTS &#HZzHER
AT BEGINNING OF YEAR ReEE (975) (3,239)
EFFECT OF FOREIGN SERSEZHE
EXCHANGE RATE CHANGES 68 (153)
CASH AND CASH EQUIVALENTS FH&2zHE&R
AT END OF YEAR BeZE 1,043 (975)
ANALYSIS OF BALANCES OF FeRBLEEZ
CASH AND CASH BEIM
EQUIVALENTS
Bank balances and cash RITEF LR 7,632 5,399
Bank overdrafts RITEX 22 (6,589) (6,374)
1,043 (975]
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NOTES TO FINANCIAL STATEMENTS

BT R 5 MY RE

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability. The shares of the Company
are listed on The Stock Exchange of Hong Kong Limited (the

“Stock Exchange”).

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in

note 15 to the financial statements.

IMPACT OF RECENTLY ISSUED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

The Hong Kong Institute of Certified Public Accountants has
issued a number of new and revised HKFRSs and Hong Kong
Accounting Standards (collectively “new HKFRSs”) which are
effective for accounting periods beginning on or after |

January 2005.

The Group has not early adopted these new HKFRSs in the
financial statements for the year ended 31 March 2005. The
Group has already commenced an assessment of the impact
of these new HKFRSs but is not yet in a position to state
whether these new HKFRSs would have a significant impact

on its results of operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

The financial statements have been prepared under the
historical cost convention, as modified for the revaluation of
investment properties, certain leasehold land and buildings
and other investments. The financial statements have been
prepared in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies

adopted are as follows:
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NOTES TO

FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

S

3.

—OO0HF=A=1—HILFE (CBEFTELSIR)

SIGNIFICANT ACCOUNTING POLICIES
[CONTINUED)

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to

31 March each year.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective dates of acquisition or up to the effective

dates of disposal, as appropriate.

All significant inter-company transactions and balances within

the Group are eliminated on consolidation.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s

balance sheet at cost less any identified impairment loss.

Interests in associates

The consolidated income statement includes the Group's
share of the post-acquisition results of its associates for the
year. In the consolidated balance sheet, interest in associates
is stated at the Group’s share of the net assets of the
associates, plus the goodwill or less the negative goodwill
on acquisition in so far as it has not already been written
off/amortised/released to income, less any identified

impairment loss.
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

HE—

3.

OOCHF=A=1—HILFE (CBYFTELIIE)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Goodwill

Goodwill arising on consolidation represents the excess of
the cost of acquisition over the Group's interest in the fair
value of the identifiable assets and liabilities of a subsidiary

or an associate at the date of acquisition.

Goodwill arising on acquisitions after 1 April 2001 is
capitalised and amortised on a straight line basis over its
useful economic life, generally not exceeding twenty years.
Goodwill arising on acquisition of an associate is included
within the carrying amount of the associate. Goodwill arising
on the acquisition of subsidiaries is presented separately in

the balance sheet.

Goodwill arising on acquisitions prior to 1 April 2001
continues to be held in reserves, and will be charged to the
income statement at the time of disposal of the relevant
subsidiary or associate, or at such time as the goodwill is

determined to be impaired.

On disposal of a subsidiary or an associate, the attributable
amount of unamortised goodwill or goodwill previously
eliminated against reserves at the time of acquisition is

included in the determination of the gain or loss on disposal.

Negative goodwill

Negative goodwill represents the excess of the Group’s
interest in the fair value of the identifiable assets and liabilities
of a subsidiary or an associate at the date of acquisition over
the cost of acquisition. Negative goodwill is released to
income based on an analysis of the circumstances from which

the balance resulted.
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NOTES TO

FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

HE—

3.

OORF=A=1—HIFE (BYEFrTERIIK)

SIGNIFICANT ACCOUNTING POLICIES
[CONTINUED)

Negative goodwill (Continued)

Negative goodwill arising on acquisitions after 1 April 2001
is presented as a deduction from assets and will be released
to income based on an analysis of the circumstances from

which the balance resulted.

Negative goodwill arising on acquisitions prior to 1 April
2001 continues to be held in reserves and will be credited
to income at the time of disposal of the relevant subsidiary

or associate.

To the extent that the negative goodwill is attributable to
losses or expenses anticipated at the date of acquisition, it is
released to income in the period in which those losses or
expenses arise. The remaining negative goodwill is recognised
as income on a straight line basis over the remaining average
useful life of the identifiable acquired depreciable assets. To
the extent that such negative goodwill exceeds the aggregate
fair value of the acquired identifiable non-monetary assets, it

is recognised in income immediately.

Negative goodwill arising on the acquisition of an associate
is deducted from the carrying value of that associate.
Negative goodwill arising on the acquisition of subsidiaries
is presented separately in the balance sheet as a deduction

from assets.

Turnover

Turnover represents the net invoiced value of goods sold,
after allowances for returns and trade discounts, and income

from the provision of electroplating services.

4 6 ARTFIELD GROUP LIMITED  ANNUAL REPORT 2005

3. TEREHBREE (&

e (E

R-ZT—FHA-BRETIWEMELZBBEZ
BRAEEREAR  WERELGEHRBENBE R -

R-ZFZT—FNA—-HET RBMEE 2 AR EE
B - WA S B RS A R i & A Rl At

& 3

RS R B R 2 BRI FrEE 2 B8 - X%
SRR ELPRRERE - R B BB
Weig 2 Rl 0 5 R AT B2 (BB B 2 T R R HRIRE AV A
HEARRWE - WEEHARmEREMKE 2 DFFE
B E RN TEE - BIRRERBABM AU o

RiEmanrREL AmBEERERE AR ZKEE
N - ARBIMBAR ARERNEERBRANRZMH
REEFR °

EXHE
YEEDIRHERR I EERTRERITINE L HE -
SARIRGLEIRREE 2 A o



Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition

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

be measured reliably, on the following bases:

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

ownership, nor effective control over the goods sold;

(b)  provision of electroplating services, when the related

services are rendered;

(c) rental income, on a time proportion basis over the

lease terms;

(d)  interest income, on a time proportion basis taking into
account the principal outstanding and the effective

interest rate applicable; and

(e) dividend income, when the shareholders’ right to

receive payment has been established.

Property, plant and equipment

Property, plant and equipment are stated at cost or valuation

less accumulated depreciation and impairment losses.
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NOTES TO

FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

3.

SIGNIFICANT ACCOUNTING POLICIES
[CONTINUED)

Property, plant and equipment (Continued)

Advantage has been taken of the transitional relief provided
by paragraph 80 of SSAP 17 “Property, plant and equipment”
from the requirement to make regular revaluations of the
Group’s land and buildings which had been carried at
revalued amounts prior to 30 September 1995 and
accordingly no further revaluation of land and buildings is
carried out. In previous years, the revaluation increase arising
on the revaluation of these assets was credited to the
property revaluation reserve. Any future decreases in value
of these assets will be dealt with as an expense to the extent
that they exceed the balance, if any, on the property
revaluation reserve relating to a previous revaluation of the
same asset. On the subsequent sale or retirement of a
revalued asset, the attributable revaluation surplus is

transferred to retained profits.

Construction in progress is stated at cost less any identified
impairment loss. Cost which includes all development
expenditure and other direct costs, including borrowing cost
capitalised, attributable to such projects. Construction in
progress is not depreciated or amortised until the completion
of construction. Cost of completed construction work is
transferred to the appropriate category of property, plant

and equipment.

Depreciation is provided to write off the cost or valuation of
property, plant and equipment other than construction in
progress over their estimated useful lives and after taking
into account their estimated residual values, using the

straight-line method, at the following rates per annum:
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

HE—

3.

OOCHF=A=1—HILFE (CBYFTELIIE)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment (Continued)

Leasehold land Over the lease terms
Leasehold buildings 5%

Leasehold improvements 15%

Plant and machinery 20%

Furniture, equipment 15% to 25%

and motor vehicles

Assets held under finance leases are depreciated over their
estimated useful lives on the same basis as owned assets or,

where shorter, the period of the relevant lease.

The gain or loss arising on the disposal or retirement of an
asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is

recognised in the income statement.

Investment properties

Investment properties are completed properties held for their
investment potential, any rental income being negotiated at

arm'’s length.

Investment properties are stated at their open market value
based on independent professional valuations at the balance
sheet date. Any surplus or deficit arising on the revaluation
of investment properties is credited or charged to the
investment property revaluation reserve unless the balance
on this reserve is insufficient to cover a deficit, in which case
the excess of the deficit over the balance on the investment
property revaluation reserve is charged to the income
statement. Where a deficit has previously been charged to
the income statement and a revaluation surplus subsequently
arises, this surplus is credited to the income statement to the

extent of the deficit previously charged.
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)
Investment properties (Continued)

On the disposal of an investment property, the balance on
the investment property revaluation reserve attributable to

that property is transferred to the income statement.

No amortisation is provided on investment properties except
where the unexpired term of the relevant lease is twenty

years or less.

Investments in securities

Investments in securities are recognised on a trade date basis

and are initially measured at cost.

Investments other than held-to-maturity debt securities are

classified as investment securities and other investments.

Investment securities, which are securities held for an
identified long-term strategic purpose, are measured at
subsequent reporting dates at cost, as reduced by any

impairment loss that is other than temporary.

Other investments are measured at fair value, with unrealised

gains and losses included in net profit or loss for the year.

Intangible assets

Patents and trademarks

Patents and trademarks, which represent the registration fees
of patents and trademarks, are stated at cost less any
impairment losses and are amortised on the straight-line basis

over their useful lives of five years.
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

HE—

3.

OOCHF=A=1—HILFE (CBYFTELIIE)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Intangible assets (Continued)

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

incurred.

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

does not meet these criteria is expensed when incurred.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any
indication that those assets have suffered an impairment loss.
If the recoverable amount of an asset is estimated to be less
than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately, unless the relevant
asset is carried at a revalued amount under another accounting
standard, in which case the impairment loss is treated as a

revaluation decrease under that accounting standard.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is recognised
as income immediately, unless the relevant asset is carried at a
revalued amount under another accounting standard, in which
case the reversal of the impairment loss is treated as a

revaluation increase under that accounting standard.
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NOTES TO

FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

S

3.

—OO0HF=A=1—HILFE (CBEFTELSIR)

SIGNIFICANT ACCOUNTING POLICIES
[CONTINUED)

Leases

Lessee

Leases are classified as finance leases when the terms of the
lease transfer substantially all the risks and rewards of
ownership of the assets concerned to the lessee. Assets held
under finance leases are capitalised at their fair values at the
date of acquisition. The corresponding liability to the lessor,
net of interest charges, is included in the balance sheet as a
finance lease obligation. Finance costs, which represent the
difference between the total leasing commitments and the
fair value of the assets acquired, are charged to the income
statement over the period of the relevant lease so as to
produce a constant periodic rate of charge on the remaining

balance of the obligations for each accounting period.

All other leases are classified as operating leases and the
rentals payable under operating leases are charged to the
income statement on a straight-line basis over the relevant

lease term.

Lessor
Rental receivable under operating leases is recognised on a

straight-line basis over the relevant lease term.

Inventories

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

completion and disposal.
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

HE—

3.

OOCHF=A=1—HILFE (CBYFTELIIE)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Related parties

Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered
to be related if they are subject to common control or
common significant influence. Related parties may be

individuals or corporate entities.

Taxation

Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on the taxable profit for
the year. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income
and expense that are taxable or deductible in other years,
and it further excludes income statement items that are never

taxable or deductible.

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

accounting profit.
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NOTES TO

FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

3.

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 profits will be

available to allow all or part of the asset to be recovered.

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

is also dealt with in equity.

Foreign currencies

Foreign currency transactions are recorded at the applicable
exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies at
the balance sheet date are translated at the applicable
exchange rates ruling at that date. Exchange differences are

dealt with in the income statement.

On consolidation, the financial statements of overseas
subsidiaries and associates are translated into Hong Kong
dollars using the net investment method. The income
statement of overseas subsidiaries and associates are
translated into Hong Kong dollars at the weighted average
exchange rates for the year, and their balance sheets are
translated into Hong Kong dollars at the exchange rates
ruling at the balance sheet date. The resulting translation

differences are included in the exchange fluctuation reserve.
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Retirement benefits scheme

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

into the MPF Scheme.

The Company’s subsidiaries established in Mainland China
are members of the state-managed retirement benefits
scheme operated by the People’s Republic of China (the
“PRC") government. The retirement scheme contributions,
which are based on a certain percentage of the salaries of
the PRC subsidiaries” employees, are charged to the income
statement in the period to which they relate and represent
the amount of contributions payable by these subsidiaries to

this scheme.
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NOTES TO

FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)

HE—

3.

OORF=A=1—HIFE (BYEFrTERIIK)

SIGNIFICANT ACCOUNTING POLICIES
[CONTINUED)

Share option scheme

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. The financial impact of share options granted
under the share option scheme is not recorded in the
Company’s or the Group’s balance sheet until such time as
the options are exercised, and no charge is recorded in the
income statement or balance sheet for their cost. Upon the
exercise of share options, the resulting shares issued are
recorded by the Company as additional share capital at the
nominal value of the shares, and the excess of the exercise
price per share over the nominal value of the shares is
recorded by the Company in the share premium. Options
which are cancelled prior to their exercise date, or which
have lapsed, are deleted from the register of outstanding

options.

SEGMENT INFORMATION

Segment information is presented by way of two segment

formats:

(i) on a primary segment reporting basis, by business
segment; and
(i)  on a secondary segment reporting basis, by

geographical segment.
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NOTES TO FINANCIAL STATEMENTS
Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)
4. SEGMENT INFORMATION (CONTINUED) 4. DEEH (&

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

segments are as follows:

(a) the clocks and other office related products segment
engages in the manufacture and marketing of clocks

and other office related accessories;

(b) the lighting products segment engages in the
manufacture and marketing of energy saving lighting

products;

(c) the trading segment engages in the trading of metals;

and

(d) the electroplating services segment engages in the

provision of electroplating services.

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

on the location of the assets.

REEZ REXIRRETRREERN - R ZER
RPRES - AT ERAREREEEEE - AREE T2
BB ERR T RA R MRS E - B AR
2 Em MRS B 2 e MR FrE S - (BRI
MEEM B EETR - FHD B2 BFANT

(a) WEREMHAZHBERER —HNERHER
EREMPEAZHBER

(b) AREAE M — BE N IHE LB Em

) B2EK-—<BES &k
(d) EIEARG R —REEERS

EEEASEZ a8l - Eles R EETIRIBERP
M METE - MEABEDRBEZEERNMMELRT

S5 o
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

4. SEGMENT INFORMATION ([CONTINUED] 4. DEEH (&)

(a) Business segments (a) BEKSE
The following tables present revenue, results and TRV T REFREB DR e - FEUK
certain asset, liability and expenditure information for HTEE BEKAXER -

the Group's business segments.

Clocks and other

office related Electroplating
products Lighting products Trading services Consolidated
REREH

HAZRBER RAER 85 RUEE 4%

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Segment revenue: A& :
Sdestoedtemal  HETHHEP

customers 158,369 145,208 26,868 15,199 41,647 56,210 11,416 13308 238,300 229,925
Seqment resuls NERE 2,233 [5,763) 2,035 8 1,112 (302 1,170 2390 7,210 (3,593)
Interest income EL 0N 442 7
Netunalocated ~ RezBARHFE

eXpenses (7,499) (9,155
Profitfoss) from ~ HE A/ (B)

operations 153 (12,721
Finance costs RERK (3,185 [3527)
Gainon disposal ~ HERBATZ

of subsidiaries b 1,693 -
Share of results A=W

of associates x5 765 -
Loss before taxation ~ BREIERE (574 (16,248
Taxation il [1,755) 182
Loss before minority K& DERR

interests ERiBR (2,329)  (16,066]
Minority interests S BREER (341) (472
Net loss for FEEER

the year FE (2,670) (16,53
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

4. SEGMENT INFORMATION (CONTINUED)

(a) Business segments

Clocks and other

NOTES TO FINANCIAL STATEMENTS

4. PEER (E)
(a) BEKSE

office related Electroplating
products Lighting products Trading services Consolidated
BEREM
HAZHEER REER g7 EH 1
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
Seqment assefs AEEE 157,696 157917 4,750 6776 52,329 6054 13,99 15031 228711 240266
Interests in associates  AEEDE 2R 18526 17551
Unallocated assets ~ RatEAEE 36,35 4818
Total assets HEME 283532 305,99
Seqment liabiities  HEEFE 31,211 24,566 8,824 5,24 - - 1545 1479 41,580 31269
Unallocated liabiites R #EH &1 40,533 86,99
Total labiies AfEE 82,113 118238
Other segment R AEEH :
information:
Capital expenditure. BAERR 6,444 5,186 21 89 - - 229 484 6,694 6,359
Unallocated capital ~~ A#BABRRRY
expenditure 68 495
Depreciatonand ~ FTEREH
amortisation 1,454 8,115 15 450 997 997 978 1,092 9,504 10,654
Unallocated AuBATEREN
depreciation
and amortisation 1,737 1,261
Impairment loss EARMNERAE
recognised in B RERE
the income
statement = = = = - 416 - = - 416
Unallocated impaiment A a2 ARMER
loss recognised in -~ REEAZBE
the income statement  Ef8 - 1,500
Loss on disposal of  HENE - HER
property, plant REEE
and equipment 23 4] - 25 - - - = 23 66
Unallocated losson R EEAILE
disposal of property, 1% BER
plant and equipment ~ XEFE 521 10

—TTREFR REEEERAF 59



NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

4. SEGMENT INFORMATION (CONTINUED])

(b) Geographical segments

4. DPEEHR (Z
(b) BHEDE

The following table presents revenue and certain asset NTHEREAEE RS2 e - &
and expenditure information for the Group's BEKFASXER -
geographical segments.
North America Europe Hong Kong PRC Others Consolidated
TN B B HE At az
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
Segment revenue: & :
Sales to external $HET
asomers  HAEF 81,344 78034 83364 66801 15779 20276 44,209 5905 13,604 5758 238,300 229925
Other seqment 1748
information: EH:
Segment assets  HEAE 637 1904 15923 18810 51,367 69,836 215605 215448 - - 283532 305998
Capita expenditure ERERR - 8 80 387 43 560 6,269 5899 = - 6762 685
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

NOTES

TO FINANCIAL STATEMENTS

5. PROFIT/(LOSS) FROM OPERATIONS

The Group’s profit/(loss) from operations has been arrived at

after charging/(crediting):

5. REHRFN(BHE

REEKE RN, (BB Bk, GEA) TFIEE ¢

2005 2004

Cost of inventories sold EHFEZHA 173,762 172,898
Cost of services provided AR 2 B AN 8,362 7,655
Staff costs (excluding directors’ BIRAR (BEEMEKRIN

remuneration (note 6)): GEIDE

Basic salaries and allowances BERG e ROER 43,131 43,869

Retirement benefits scheme RIRAR A T SR

contributions 296 655

43,427 44,524

Depreciation of property, ME - BEREBENE

plant and equipment 10,218 10,873
Amortisation of intangible B EESE

assets (included in GTATTHER)

administrative expenses) 27 46
Amortisation of goodwill P (G A E A

(included in other BERE)

operating expenses) 9296 996
Auditors’ remuneration 1% SR B & 400 400
Research and development MrkHAZEER

expenditure 290 1,235
Minimum lease payments T3 RIEF 2 AR

under operating leases for =EBELE R

land and buildings 1,480 2,196
[Write back of|/provision for REERR (M) £

bad and doubtful debts (326) 8
Surplus on revaluation of EMREMEZ B

investment properties - (300)
Loss on disposal of property, HEWE  BE X

plant and equipment HEEE 544 76
Impairment loss on property, M - BEREE

plant and equipment REEBE - 1,500
Impairment loss on goodwill EEREEE - 416
Unrealised holding loss on Hhis & 2 REH

other investments BAEEE 103 126
Exchange gains, net ERRFFE (966) (621)
Gross rental income HelALsE (517) (926)
Less: Outgoings AR - X 109 109
Net rental income HE WA FE (408) (817)
Interest income FEHA (442) (27)
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE—OOHF=A=1—HILFE CE¥TTEMNSIZE)

6. DIRECTORS’ REMUNERATION 6. ESM<
Group
£H
Directors’ fees EXER:
Independent non-executive BUERTES
directors 60 100
Non-executive director FERITESE 60 120
120 220
Other emoluments of executive WITES 2 HMME :
directors
Basic salaries and allowances BEARF e RER 2,853 2,624
Retirement benefits scheme RIRAR A T S K
contributions 37 36
2,890 2,660
3,010 2,880
The number of directors whose remuneration fell within the TS E 2 EEARSHTIAOT ¢
following bands is as follows:
BEEAY

Number of directors

2005 2004

Nil to HK$ 1,000,000 EZ81,000,0007T 9 7
HKS$1,000,001 to HKS 1,500,000 751,000,001 72 %% 1,500,0007T 1 1
10 8
During the year, no emoluments were paid by the Group to RAFEE - AEBERER AR R T2 AL (BIEE
the five highest paid individuals (including directors and BERET) HMERB & ARS| b i A& A RS
employees) as an inducement to join, or upon joining the H - SEEKEBAMIELEEE - EAFHEESENE
Group or as compensation for loss of office. None of the EEME -

directors has waived any emoluments during the year.
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHF=F=1—HIFE (CEEFTEMSIF)

7. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included
two (2004: one) directors, details of whose remuneration
are set out in note 6 above. Details of the remuneration of
remaining three (2004: four) non-director, highest paid
employees, each of which fell within the nil to HKS 1,000,000

band, are as follows:

NOTES TO FINANCIAL STATEMENTS

7. AEEEFMZES

REEZz hEGEaTMEEHPMmE (CTETHSF : —
Z)RES BRSBTS - T2
=H(CETNF : WR)IEZ2aFES - M
SEE M E—B%1,000,0007T © EREFILOT

Group
%@

2005 2004

Basic salaries and allowances HARF ¢ KREBL 1,155 2,491
Retirement benefits scheme RIREF Bl K
contributions 36 78
1,191 2,569
8. FINANCE COSTS 8. MERAK
Group
£H

2005 2004

Interest on: FE
Bank loans and overdrafts RITER B 3,089 3,393
Other loans wholly repayable AR AFNBEER
within five years Z EMER 34 50
Finance leases MENRE 62 84
3,185 3,527
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e
NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE—OOHF=A=1—HILFE CE¥TTEMNSIZE)

9. TAXATION

9. BHIAE

Group
£H

2005 2004

Hong Kong Profits Tax BENISH
— current year —RFE 401 545
— overprovision in prior years —BAFE 2 BERE (226) (250)
Tax in other jurisdictions H A ALARE R 2 B8
~ current year —REE 574 321
— underprovision in prior years —RAEFEZRETR 162 -
211 616
Deferred taxation (Note 25) EIEFIR (M5t 25) 844 (798)
1,755 (182)

Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%)
of the estimated assessable profits arising in Hong Kong for

the year.

Taxation for other jurisdictions is calculated at the rates

prevailing in the respective jurisdictions.

Pursuant to the laws and regulations in the PRC, certain
Group’s PRC subsidiaries are entitled to exemption from PRC
income tax for two years commencing from their first profit-
making year of operation and thereafter, these PRC
subsidiaries will be entitled to a 50% relief from PRC income

tax for the following three years.

64 ARTFIELD GROUP LIMITED  ANNUAL REPORT 2005
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————————
NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

9. TAXATION (CONTINUED) 9. FE (&)
The taxation for the year is reconciled to the loss before RNEFEBFIAR HER S W =P RTIATEBRE RN T -

taxation per the consolidated income statement as follows:

Group
£H
2005 2004

Loss before taxation BR %0 il B 18 (574) (16,248)
Tax at the domestic income tax BT E17.5%:TE 2 1A

rate of 17.5% (2004: 17.5%) (CETMmE ¢ 17.5%) (100) (2,843)
Tax effect of expenses that are AR TE JE FR A M| 45 HIRL R 2

not deductible in determining 2B E

taxable profit 762 1,047
Tax effect of income that is TR TE FE AR A B 28 AR A

not taxable in determining AZ G E

taxable profit (1,249) (690)
Utilisation of tax losses previously — E) @1 WA BRI BEEE

not recognised (323) (355)
Tax effect of tax losses not AERRIBEE L RBTE

recognised 2,651 2,598
Overprovision in prior years BEFEBERE (64) (250)
Effect of different tax rates of REMAZEBREE ZINBRRZ

subsidiaries operating in other TRAREzZE

jurisdictions 78 88
Increase in opening deferred tax HBEBREH R 2 LN E £ 2 59

liability resulting from an increase  iEFER{ I8 & (& 2 38 A1

in Hong Kong Profits Tax rate - 223
Taxation for the year REEFHIA 1,755 (182)
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

10.LOSS PER SHARE

The calculation of basic loss per share is based on the net
loss for the year of HKS$2,670,000 (2004: net loss of
HKS$16,538,000), and the weighted average number of
261,276,442 (2004: 240,619,686) ordinary shares in issue
during the year.

No diluted loss per share for the years ended 31 March
2005 and 2004 has been presented as the warrants and
share options outstanding during both years had an anti-

dilutive effect on the basic loss per share for both years.

11.INVESTMENT PROPERTIES

10. 5 REHE

BIREAREETREANF B ERFEB%2,670,0007T

(ZZZTN4F : BHIBFEB16,538,000) REA

261,276,442 (ZZZP04E : 240,619,6860%) B 31T
LBk 2 NETFHEEE -

=
T

E—EERE=A=1+—HItEEH
%%&%&%1&%¢¢FE%E$EE
' FTAZRE F IS E 5 SR EE

11.8EWHE

Group
£

2005 2004

Balance at beginning of year REA] 8,000 7,700
Disposal of a subsidiary k- I)EYNG| (8,000) =
Surplus on revaluation BHAR - 300
Balance at end of year RER = 8,000
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

12.PROPERTY, PLANT AND EQUIPMENT 12.Y¥ - BERZKE

Group
£H
Furniture,
Leasehold equipment
land and Leasehold  Construction Plant and and motor
buildings improvements in progress machinery vehicles Total
BE L RS B R
REF K ERIR EGE RAZE @t
Cost or valuation BASfEE
At 1 April 2004 RZEZNENA—A 112,045 4872 3,062 52,146 48,142 220,267
Additions RE 3,564 - 562 585 2,051 6,762
Transfer B 2,439 549 (3,614 - 626 -
Disposals HE (2,266 - - (2,038) (374 (4,678)
Disposal of subsidiaries HERBAR (14,477) (2,901) - - (303) (17,681
Exchange realignment 5 AR - - - 49 25 74
At 31 March 2005 RZZZRE=A=+t—H 101,305 2,520 10 50,742 50,167 204,744
Depreciation ik
At 1 April 2004 RZZZMEMA-A 30,630 1,485 - 45,937 41,409 119,461
Provided for the year RERE 4,122 413 - 2,446 3,237 10,218
Disposals i (975] - - (2,038) (308) (3,321)
Disposal of subsidiaries HEME LA (2,598 (914] - - (98) 3,610
Exchange realignment RS - - - 35 16 51
At 31 March 2005 R=ZEAF=A=+-A 31179 984 - 46,380 44 256 122,799
Net book value RAFE
At 31 March 2005 RZZERE=A=1-H 70,126 1,536 10 4,362 5,911 81,945
At 31 March 2004 RZZEMNE=A=+—H 81,415 3,387 3,062 6,209 6,733 100,806
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e
NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

12.PROPERTY, PLANT AND EQUIPMENT 12.Y¥ - BER%E (&)

[CONTINUED)
An analysis of the cost or valuation of the leasehold land and REER - AEE 2B REFRASHE ST
buildings of the Group at the balance sheet date is as follows: T 3

2005 2004

Medium term leasehold land and & BHRHAFHLY 2

buildings in Hong Kong: T REF :
At cost AN 4,128 18,606
At 1995 professional valuation R—NANAFHEEMAE 27,238 29,504
31,366 48,110
Medium term leasehold land and ~ 7E& AN Z R EIF L
buildings outside Hong Kong: T REF :
At cost DR 39,113 33,109
At 1995 professional valuation RN AEHEEMKE 30,826 30,826
69,939 63,935
Total cost or valuation A LB E 101,305 112,045
The valuation of the medium term leasehold land and R EATRAY 2 3 RS T 2 i E BB F R AR LR
buildings was carried out by Knight, Frank & Kan, an AETRBEARMERRERAEERN - NANAFE—A=1
independent firm of professionally qualified valuers, on an — B o BRHMAEENK AR 2T E RREES
open market, existing use basis as at 31 January 1995. Had RZZEZRF=A=+—HB 2 M EEF FHESI G
the revalued assets been valued at their cost less accumulated 75#517,000,0007T (ZZZ P04 : 19,336,000
depreciation and impairment losses, the total carrying amount JT) °
of land and buildings as at 31 March 2005 would be restated
at HKS$ 17,000,000 (2004: HKS$19,336,000).
The net book value of assets held under finance leases R-ZEZERF=A=+—HHRERERAZEERA
included in the total amount of plant and machinery of the FE (BRERASERE R i#a84258) £58621,0007T
Group as at 31 March 2005 amounted to HK$621,000 (2004: ZZTPUF : B1,169,0007T) ©
HKS1,169,000).
At 31 March 2005, certain of the Group’s leasehold land R-ZEZRF=A=1+—8 AEEZETHEHLTHR
and buildings and plant and machinery were pledged to EFRME RS - BIEAEERNS R EEESET
secure general banking facilities granted to the Group (note BITER (17524) °
24).
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NOTES TO FINANCIAL STATEMENTS
Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=F=1—HLLFE (BEFTENIIZE)
13.INTANGIBLE ASSETS 13. B EERE
Patents and
Group trademarks
55 BERNEREE
Cost A
At 1 April 2004 and at R-ZZZWEMA—H
31 March 2005 RZZEZERF=A=+—H 1,771
Amortisation 85
At 1 April 2004 RZZEZEWHFMA—H 1,705
Charge for the year R F 5 27
At 31 March 2005 RZZETRF=A=1—H 1,732
Carrying amount BRMEFE
At 31 March 2005 RZZTHRF=A=1+—H 39
At 31 March 2004 RZZEZEWNF=A=+—H 66
GOODWILL 14.758
Group
£H
Cost A
At 1 April 2004 and at RZZZEEMA—A R
31 March 2005 —EERF=A=+—H 19,993
Amortisation e
At 1 April 2004 RZZZEWNFMA—H 1,993
Charge for the year R F A 5 996
At 31 March 2005 RZZZERFE=A=+—H 2,989
Carrying amount BREFE
At 31 March 2005 RZZTHRF=A=1—H 17,004
At 31 March 2004 N_ZEZNF=A=+—H 18,000
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

14. GOODWILL (CONTINUED) 14.58 (&)

As detailed in note 3 to the financial statements, the Group
eliminated goodwill or credited negative goodwill in respect
of acquisitions which occurred prior to 1 April 2001 against
consolidated reserves or capital reserve, respectively, on
adoption of transitional provision of Statement of Standard
Accounting Practice (“SSAP”) 30.

The amounts of goodwill and negative goodwill remaining
in consolidated reserves, arising from the acquisition of
subsidiaries prior to 1 April 2001, were HKS$4,488,000 (2004:
HK$4,575,000) and HKS1,097,000 (2004: HKS1,097,000),
respectively, as at 31 March 2005. The amounts of the
goodwill and negative goodwill which arose in prior years

are stated at cost.

15.INTERESTS IN SUBSIDIARIES

REE D RPZESTT BEBERF30R 2RI
E_TT—FNA—HF - RRBMELZHERER
B AEECERESRBARARETIR  EEAR
REZINN P G R ER

AEBE_ZFZT—FNA—HA - ABEAKBRRIME
EEEMR_EERFE = A=+ HABENeEE
IREREETR 2 ©8H B ABE 4,488,000 (Z2ZW
& B¥4,575,0007T) KA 1,097,000 (ZZEZ M
% 8%1,097,0007T) - BEFEELCHERAER
BLBIEAANE ©

15. R B2 Al #ER

Company

A

2005 2004

Unlisted investments, at cost FELEMHRE - BHA 118,249 118,249
Due from subsidiaries JE W BT /&8 A 7] 2 R K 97,624 80,256
Less: Provision for impairment B OREEE (39,754) (39,754)

176,119 158,751

The amounts due from subsidiaries are unsecured, interest-

free and are not repayable within twelve months.

The following table lists the particulars of the principal
subsidiaries of the Company as at 31 March 2005 which, in
the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets
of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive

length.
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

15.INTERESTS IN SUBSIDIARIES 15.AKBARREZR (&)

(CONTINUED)
Place of Percentage
incorporation Nominal value of of equity
/registration issued share/ attributable to
Name and operations registered capital the Company Principal activities
R/ MR BR{T/BER FRFRMERE
1 Rz EFmEE B EL FEXEHK
2005&2004
Directly held:
BERARD
Artfield Company Limited British Virgin Islands Ordinary 100 Investment holding
KBRS US$50,010 REER
EEl
X£50,0107
Indirectly held:
FEEIFERD
Artfield Manufacturing Hong Kong Ordinary 100 Manufacture and
Company Limited s HKS 1,000 marketing of clocks
HHEZERAR non-voting SHER
deferred” HERE
HK$2,000,000
HER
BH#1,0007
MERSE
TR
7812,000,0007T
Artfield Industries PRC RMB46,000,000 100 Manufacture of
(Shenzhen| Limited [“AlS’) HE AR AME AR#46,000,0007T clocks
HEEHER (RY) AR BUER 3
Ultra Good Electroplating Limited Hong Kong Ordinary 79.75 Provision of
HEEHEERAA N HK$4,000,000 electroplating
TR services
71%4,000,0007C REEERS
Ultra Good Electroplating PRC Us$600,000 79.75 Provision of
Surface Finishing (Shenzhen) HE AR EME %£600,0007T electroplating
Co., Ltd. ["UG(SZ)) services
BETEREEE (RY) REEERS
BRAT
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I ————
NOTES TO FINANCIAL

STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

15.INTERESTS IN
[CONTINUED)

Name

L

Indirectly held: (Continued)
FEERBRY - (8)

Dixon Design Limited

Wehrle Uhrenfabrik GmbH

Precision Group Limited

City Bright International Limited
HEHRERAF

Everbright Lighting Limited
KEBABRAF

Everbright Lighting
[Hong Kong) Limited
KRR (FR)BRAA

City Bright Lighting
(Shenzhen) Co., Ltd.
("CBL(SZ)")

HERA (R AR

Artfield Industries (Gaoming)
Limited ("AIG")
EHER (RH) ERAA

SUBSIDIARIES

Place of
incorporation
/registration
and operations
R/ R
ook

British Virgin
Islands

RERAES

Germany
B

British Virgin Islands
RERZHS

Hong Kong

Hong Kong

Hong Kong

PRC
FEARKAME

PRC
FEARKAME
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15. A B A alER (&)

Nominal value of
issued share/
registered capital

Percentage

of equity
attributable to
the Company

Principal activities

B&{T/ B EAAEGRE
BXHE BEzAEDL TERK
2005&2004
Ordinary 100 Ownership of
Us$10,000 patents and
R trademarks
£410,0007T REZTIE
REE
EUR255,646 100 Marketing of
B TT255,646 clocks
HERE
Ordinary 100 Investment holding
US$437,000 REER
L]
%$437,0007
Ordinary 100 Investment holding
HK$2,000,000 REEK
el
712,000,000
Ordinary 100 Trading of
HK$1,000,000 lighting products
ERR RAERES
7#%1,000,0007C
Ordinary 100 Trading of
HKS2 lighting products
TR RAERES
BT
HK$3,000,000 100 Manufacture of
7#5%3,000,0007T lighting products
HERAER
HK$7,000,000 100 Manufacture of

7 #7,000,0007T

wooden products

BB



Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

—————————
NOTES TO FINANCIAL STATEMENTS

15. A B A aER (&)

RERRBRAR

Right Time Group, Inc.

Royal Success Enterprises Limited

EREEBERAF

Ferdinand International
(Marketing) Limited

Lens Trading Inc. (“Lens”)

Artfield Trading (Hong Kong) Limited

HHES (BE)BRAH

EAEE (RY) ARAA]
(&A1)

[

15.INTERESTS IN SUBSIDIARIES
(CONTINUED)
Place of
incorporation
/registration
Name and operations
R/ R
1 Rz
Indirectly held: (Continued)
FEEHFERD : (8)
BHEREFAERAR PRC
([HHEH) hEARLME
East Champion International Hong Kong
Limited BE

United States of America
EHEARE

Hong Kong
B

United Kingdom
RE

British Virgin Islands
RERIEE

Hong Kong

PRC
FEARLNE

Nominal value of
issued share/
registered capital

Percentage

of equity
attributable to
the Company

Principal activities

BR{T/BER ERREGRE
EXHE BEzAESL FEXEHK
2005&2004

HK$2,500,000 100 Manufacture and
72,500,000 marketing of clocks
RERHERE
Ordinary 100 Property holding
HKS 1,200 REME

ERREK 2007
uss$10,000 100 Marketing of clocks
%4£10,0007C HERE
Ordinary 100 Investment holding
HKS 4 REER

gl

4T
GBP100,000 100 Marketing of clocks
58£100,000 HERE
Y 100 Trading of metals
ESAb tBES
Ordinary 100 Trading of metals
HK$ 10,000 tBES

LERE10,0007T
HK$3,000,000 100 Manufacture of clocks

#13,000,0007T

HERE

*

The non-voting deferred shares are entitled to a fixed non-
cumulative dividend at the rate of 5% per annum and a
return of the paid-up capital after the distribution of
HKS 100,000,000, but carry no rights to receive notice of or
to attend or vote at any general meeting of the company, or
to participate in the profits or assets of the company.

AIS, UG(SZ), CBL(SZ), AIG, mFi 2 and &7 are wholly
foreign-owned enterprises established in the PRC.

#  ERERERERIEE R — B F5%:TE
TEIRERE KIS REE 100,000,000 HIE
N EAREIFH - ADRBEDZR IR REIREAS
BELHERREZRARN G REA SRR
AlZFEREE -

HEEHER ORI ERAR - FEEEREEE (MDA
[RAA - AEERCRY)BRAF  HHEX(RRA)A
[RAR] - HEALERENTBRIINTRZINERER
.,
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE—OOHF=A=1—HILFE CE¥TTEMNSIZE)

16. INTERESTS IN ASSOCIATES 16. A& N TR

Group
£H

2005 2004

Share of net assets b EEFE 29,768 29,605
Unamortised negative goodwill R B B i N R P EE A
arising on acquisition of associates 2 RE A EEE (11,452) (12,054)
Due from associates JIE W B & A R SR IE 210 -
18,526 17,551
The amounts due from associates are unsecured, interest- FEUTES A BIFB A EIE - 2B REAERRER+—(E
free and are not repayable within twelve months. REE -
Negative goodwill arising on the acquisition of associates is EU RS A RME S 2 BEER - +FAERETA
released to income on a straight line basis over 20 years. Weas o
Particulars of the associates as at 31 March 2005 are as RZZZRF=A=1+—H ' A"EBZEZHE AR
follows: ELUNNE

7 4 ARTFIELD GROUP LIMITED ANNUAL REPORT 2005



Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

16.

INTERESTS
[CONTINUED)

Name

Success Start Holdings Limited

REEBRERAR

Anxi Medicine-Make Co.,

Limited Fujian

RRARERE
BRAR

Beijing Xipu Biotechnology Limited
I RBERK

ENBERM

BRAF

Business Structure

EHRR

Incorporated
HERT

Incorporated

ZALVNG

Incorporated
HEERT

IN ASSOCIATES

Place of
incorporation/
registration
and operations
R/ ERR
B

British Vrigin Islands

RERARS

PRC
PEARKNE

PRC
PEARLNE

NOTES TO

Nominal value of
issued share/

registered capital

T ——
STATEMENTS

FINANCIAL

16. A& N B (F

Percentage
of equity
attributable
to the Group

BR1T/EER KEBEERA

EXEfR BEZEIN

200562004

HK$390,000 499%
751390,0007T

RMB30,000,000 39%
AR#30,000,0007

RMB10,000,000 430

AK10,000,0007T

—EE
—==

Principal

activities

TEXH
Investment holding
REER
Manufacture of

medical products

RERZER

Research and

development, production

and sales of
bio-technological
medical products
HERFE
EEREE
EYENEEER

AEFR HEEaRAT 75



NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE—OOHF=A=1—HILFE CE¥TTEMNSIZE)

17.INVENTORIES 17.57E

Group
EE]

2005 2004

Raw materials JRA % 35,992 32,966
Work in progress R m 42,575 37,556
Finished goods BIRL 17,067 17,547
95,634 88,069
No inventories were stated at net realisable value as at 31 R-ZZERF=ZA=1+—H  WEGEUREIRFE
March 2005 (2004: Nil). FIRR(ZZTWFE - &) -
=
18.TRADE AND BILLS RECEIVABLES 18. BRI KR EWRE
Trading terms with customers are largely on credit, except BRI FPEREMZIN REBNEFPHUGLTEER -
for new customers where payment in advance is normally BRETHEERRIFZEPf THRI180RZEEHIN -
required. Invoices are normally payable within 30 days of REMDEFA30RAEE -

issuance, except for certain well-established customers, where

the terms are extended to 180 days.

An aging analysis of the trade and bills receivables as at the REEREE B 2 BUIRR R EWRER 2 iR DT
balance sheet date, based on the date of goods delivered, is (RFEHEREH) T
as follows:
Group
58

2005 2004

Within 90 days 90K A 24,224 28,725
Between 91 to 365 days 91 RE365KA 28,236 29,275
Over 1 year BB 1F 437 161

52,897 58,161
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e —
NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

19.PREPAYMENTS, DEPOSITS AND 19.78{1FE 5 IRE N HMBEWERER
OTHER RECEIVABLES

Included in prepayments, deposits and other receivables as RZETHF=A="1T—"BENFIE ke REMER
at 31 March 2005 was amount due from a related company. RREE—ERERA R ZEUGIE - REEBRENESE
Information disclosed pursuant to Section 161B of the Hong 161BREHREREZERAT ¢

Kong Companies Ordinance are as follow:

Name of Maximum amount
directors having Balance at Balance at outstanding

Name beneficial interest 31 March 2005 31 March 2004 during the year

BEES R=ZZRfF R-Z2BNE FrhAHEE
£ BEvEZSE® ZRA=t+-H&R ZA=t+-H&R ER8E
Smart Best Development Limited Ms. Li Kwo Yuk 1,460 = 1,738
REERARAH FRERL
The amount is unsecured, non-interest bearing and has no LB AR - B S REEE 2 EFRE -
fixed repayment term.

20.OTHER INVESTMENTS 20. AthiRE
Group
£

2005 2004

Open-ended mutual fund, stated FimEBEE RETME
at quoted market price 2,311 2,414
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE—OOHF=A=1—HILFE CE¥TTEMNSIZE)

21.TRADE PAYABLES 21.BERRK
An aging analysis of the Group's trade payables as at the REERNEHE B 2 BRBRRZ BRI IRBKE B E)
balance sheet date, based on the date of goods received, is LU
as follows:
Group
%

2005 2004

Within 90 days 90K A 20,620 16,165
Between 91 to 365 days 9T RE3I65KA 8,371 4,304
Over 1 year iR F 2,436 1,360

31,427 21,829
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

22.INTEREST-BEARING BANK AND 22.881TREH{MIEEE
OTHER BORROWINGS

Group Company
&5 AT
2005 2004 2005 2004
Bank overdrafts, secured RITEZ — FHEA 6,589 6,374 - 30
Trust receipt loans, secured ERBBER - GHER 4,633 6,478 = =
Bank loans, secured and RITER — GHEIF
repayable: RABER
Within one year —FR" 13,830 29,368 = =
In the second year F_FR 6,112 7,014 - =
In the third to fifth years, E=FERFRN
inclusive (BIEERWE) - 6,204 = =
Qver five years HBAF - 5,548 - =
19,942 48,134 - -
Other loans, unsecured Hh B 5% — M K
and repayable: REER :
Within one year —FR 259 479 - =
In the second year E-FNR - 106 - =
In the third to fifth years, E=FZRERN
inclusive (BHEEEMSF) - 147 = =
259 732 - —
31,423 61,718 - 30
Portion classified as DBEERBEE
current liabilities i) (25,311) (42,699) - (30)
Non-current portion ERBEELH 6,112 19,019 = =
The Group's other loans are unsecured, bear interest at 5.0% REE 2 EMERTBEER - IREFZES.0%26.75%
to 6.75% per annum and with fixed repayment term. STE R EEER -
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

23.0BLIGATIONS UNDER FINANCE
LEASES

The Group leases certain of its plant and machinery for its
business operations. These leases are classified as finance
leases and have remaining lease terms at the balance sheet
date ranging from 2 to 50 months.

At 31 March 2005, the total future minimum lease payments
under finance leases and their present values, were as

23. BERE AR

REBREBFE2MAEAS THE K= - REERZ
FMRHENEARERE - E%Tfﬂf{]ﬁﬁmﬁ1ﬂ £l
TEATE

RZZTERAF=A=1+—H0  REBERE T2 RKRKE
BESEBANERSENT

follows:
Group
zm
Present value of
Minimum minimum lease
lease payments payments
BREHEE REHSEESE
2005 2004 2005 2004
Amounts payable: JETFRIE
Within one year —FR 636 859 606 801
In the second year FE-_FR 239 567 229 544
In the third to fifth FE=FELF
years, inclusive (BEEREME) 147 171 134 168
Total minimum finance MEMEREHRS
lease payments FiGk=C 1,022 1,597 969 1,513
Future finance charges Hi&mE s R (53) (84)
Total net finance ENEERE
lease payables #FE 969 1,513
Portion classified as DEIERE
current liabilities BEFHD (606) (801)
Non-current portion EmB A EH M 363 712

The Group's obligations under finance leases are secured by

the lessor’'s charge over the leased assets.
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

24. 81778

R-ZZERF=A=+—0  FAEEZRTEEHAT
TEHEAR

24.BANKING FACILITIES

At 31 March 2005, the Group’s banking facilities were secured
by the following:

(a) BHTAKEBENLTHRETMRE MERE PR
EEI - R

(a)  legal charges over certain of the Group's leasehold
land and buildings and plant and machinery; and
(b)  corporate guarantees from the Company and certain b) ARERETHEBEARELZATER -

subsidiaries of the Company.

25.DEFERRED TAX 25 RIERIE
Decelerated Unrealised
tax Revaluation losses on
depreciation of properties Tax losses inventories Total
REHRZ
ZRBERE MEEM REER REER st
At 1 April 2003 RZZET=FNA—H (312) 2,325 (789) 3,672 4,896
Credit)/charge to income RAEE 2 fE=R
for the year (Gt A) /B [107) - (1,001 (1,021)
Credit to equity for the year RAFEE NP E A - (160) = (160)
Effect of change in tax rate Bixggyope
(Credit)/charge to REFE 2 WzE=R
income for the year (Gt A) /R (47) - 344 223
Charge to equity &R - 218 - 218
At 31 March 2004 RZZEWEF
ZA=+—-H (466) 2,383 3,015 4,156
[Credit)/charge to income RAEE 2 fE=R
for the year GrA) /1 (190) = 345 844
Credit to equity for the year &R A - (203) = (203)
Released on disposal of REEME R A
subsidiaries R ¢ o) (110 = = (110)
At 31 March 2005 REZZHE
=A=+—-H (766) 2,180 3,360 4,687

—EE

— ==

HEFH
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE—OOHF=A=1—HILFE CE¥TTEMNSIZE)

25.DEFERRED TAX (CONTINUED) 25 EZEBIIER (B5)
For the purposes of balance sheet presentation, certain MNEEBBERZENME - ETEEHBEEEKE
deferred tax assets and liabilities have been offset in BEERIRS T EBLERIZE 1 255 FIEE]) FEi 2 48 E
accordance with the conditions set out in SSAP 12 (Revised). HiH o LT RS2 WA A mmEL 2 ELER IR
The following is the analysis of the deferred tax balances for T -

financial reporting purposes:

2005 2004

Deferred tax liabilities ERERBERE 4,822 4,322
Deferred tax assets BEIETHIBE E (135) (166)
4,687 4,156
At the balance sheet date, the Group has unused tax losses REEH - ASEBEZRAHBERIEBEERE /BB
of HK$22,115,000 (2004: HK$12,105,000) available for offset 22,115,000t (ZZZPU4 : A% 12,105,0007T) A] A
against future profits. A deferred tax asset has been TEERHOGE NS - B R MR RIETIRE E
recognised in respect of HK$497,000 (2004: HK$4,435,000) 7 751497,000T (ZZ T4 « #¥#4,435,0007T)
of such losses. No deferred tax asset has been recognised in TSR FBEHE21,618,000L (ZEZTWE : B
respect of the remaining HK$21,618,000 (2004: 7,670,0007T) 2 BISEE - BAARIORFR AT A A
HK$7,670,000) due to the unpredictability of future profits Al Bt R B EREETIEEE o RERTIBEEIERN
streams. The unrecognised tax losses will expire in five year's FEFER W2 EE o
time.
The Company had no significant unprovided deferred taxation RAFERNEER + NRRINEER 2 RERELER
for the year or at the balance sheet date. I8 °
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

26.SHARE CAPITAL AND SHARE OPTIONS 26.[R A} iERR A&

Shares
&y
Number of ordinary
shares of HK$0.10 each
BREEEKC.107
BEERKROHE
2005 2004 2005 2004
Authorised: EERA
Balance at beginning of year RENR=ZA=+—H
and at 31 March KRR 900,000,000 900,000,000 90,000 90,000
Issued and fully paid: BETREHERA :
Balance at beginning of year REN & 240,539,500 241,045,500 24,054 24,105
Issued in consideration for the PR g R Bt o 1 A 1 BT
acquisition of associates (Hizta)
(note a) 21,939,084 = 2,194 -
Shares repurchased and AR A7 5 (B 2 w4
cancelled (note b) (Hiztb) - (506,000 - (51)
Balance at end of year REEEH 262,478,584 240,539,500 26,248 24,054
Notes: Kzt -
(a)  During the year, the Company allotted 21,939,084 ordinary la) RARFER  ARFHE21,939,0848 K EAIAT

BAEERH0. 8T EWBREIEIRBRAR]

shares at the price of HKS$0.8 per share as consideration for

the acquisition of Success Start Holdings Limited.

(b)  During the year ended 31 March 2004, the Company [b) REBZEBZZTHF=R=+—HMZFEF K
RAABARBEE 289,000 T THER KT H
506,000k FRE(E B #0.107T 2 A - AR
MK =T F BT - ZEERG 2 RELE
#238,0007T 2 FE D2 (B R B AR HIRR ©

repurchased and cancelled 506,000 of its ordinary shares of
HKS$0.10 each from the market at a total consideration of
HK$289,000. The premium of approximately HK$238,000 paid
on the repurchase of such shares has been debited to the
share premium account, as set out in note 27 to the financial

statements.
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

26. SHARE CAPITAL AND SHARE OPTIONS

(CONTINUED)
Share options

The Company adopted a share option scheme on 21 March
1995 (the “Old Scheme”) for the purpose of providing
incentives and rewards to directors and eligible employees

and expired on 20 March 2005.

Under the Old Scheme, the maximum number of unexercised
share options permitted to be granted is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time. The maximum number of
shares issuable under share options to each eligible
participant is limited to 2.5% of the shares of the Company
in issue at any time. Any further grant of share options in
excess of this limit is subject to shareholders” approval in a

general meeting.

The offer of a grant of share options may be accepted in
writing within 21 days from the date of the offer, with no
consideration being payable by the grantee. The exercise
period of the share options granted is determinable by the
directors, and commences from the date of grant of the
share options and ends on a date which is not later than six
years from the date of the commencement of the exercise
period of the share options or the expiry date of the Old

Scheme, if earlier.

The exercise price of the share options is determinable by
the directors, but may not be less than the higher of the
nominal value of the shares of the Company or 80% of the
average closing price of the Company’s shares on the Stock
Exchange for the five trading days immediately preceding

the date of the grant of the share options.
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HE/E ©
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

26.SHARE CAPITAL AND SHARE OPTIONS 26.[R AN EBIRIE (&
(CONTINUED)

NOTES TO FINANCIAL STATEMENTS

Share options (Continued) BIRE (&
Share options do not confer rights on the holders to dividends BRER A AT EZ ERE IR AGHR 2R -
or to vote at shareholders” meetings.
The following options to subscribe for shares were REGHE - BB EMRITRZBERENT:
outstanding under the Old Scheme:
Name or category As at  Lapsed during As at Date of grant Exercise period Exercise price of
of participant 1 April 2004 the year 31 March 2005 of share options of share options share options*
R-ZRNF R-BREE
SHRERZLER mA—A EERXN =ZA=+-H BRERLEH BRETEHE BRETEE"
Directors
=
Mr. Liang Jin You 2,306,000 (2,306,000 - 6 October 1999 6 October 1999 to 0.2608
20 March 2005
REREHE —AARE —AMAAETAREZE
THRE “ZERF=A-TH
Ms. Li Kwo Yuk 2,836,000 (2,836,000 - 27 January 2000 27 January 2000 to 0.6464
20 March 2005
FRERE 2 ZZEZE-A-TtHE
—AZ+thR “ZZRF=A-tH
Mr. Ou Jian Sheng 5,766,000 (5,766,000 = 6 October 1999 6 October 1999 to 0.2608
20 March 2005
B A ot A —AANE —AMAAETARBE
TRRE ZZZERE=A=TH
10,908,000 (10,908,000 -
* The exercise price of the share options is subject to adjustment * FEIRETTIC (B IE (AR SUAT AR B 1T AN R IR AN B A
in the case of rights or bonus issues, or other similar changes H b 25 1L Z B ] T2 o

in the Company'’s share capital.
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

26. SHARE CAPITAL AND SHARE OPTIONS

(CONTINUED)
Share options (Continued)

As a result of the amendments of Chapter 17 of the Rules
Governing the Listing of Securities on the Stock Exchange of
Hong Kong Limited (the “Listing Rules”) on 1 September 2001,
certain terms of the Old Scheme are no longer in compliance
with the Listing Rules and the Company can no longer grant
any further options under the Old Scheme without being in
breach of the Listing Rules. Accordingly, the Company
terminated the Old Scheme and adopted a new share option
scheme (the “New Scheme”), which was approved in the
Company’s annual general meeting on 28 August 2003, for
the purpose of providing incentives to directors and eligible

participants.

Except that no further options may be granted under the
Old Scheme subsequent to its termination, all the other
provisions of the Old Scheme will remain in force so as to
give effect to the exercise of all outstanding options granted
under the Old Scheme prior to 1 September 2001 and all
such options will remain valid and exercisable in accordance

with the provisions of the Old Scheme.

According to the New Scheme, the directors of the Company
may grant options to eligible employees, including directors
of the Company or any of its subsidiaries and any suppliers,
customers, any technical, financial, and legal professional
advisers who have contributed to the Group, to subscribe
for shares in the Company for a consideration of HKS1 for

each lot of share options granted.
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

26. SHARE CAPITAL AND SHARE OPTIONS

(CONTINUED)
Share options (Continued)

Options granted should be accepted within 28 days from
the date of grant. The total number of shares which may be
issued upon exercise of all options to be granted under the
New Scheme and any other share option schemes of the
Company must not in aggregate exceed 10% of the shares
of the Company in issue at the date of adoption of the New

Scheme.

The number of shares in respect of which options may be
granted to any individual in any one year is not permitted to
exceed 1% of the shares of the Company in issue at any
point in time, without prior approval from the Company’s
shareholders. Options granted to director, chief executive or
substantial shareholder of the Company or any of their
associates in excess of 0.1% of the Company’s share capital
or with a value in excess of HKS5 million must be approved

in advance by the Company’s shareholders.

The maximum number of shares to be issued upon exercise
of all outstanding options granted and yet to be exercised
under the New Scheme and any other share option schemes
of the Company must not in aggregate exceed 30% of the

issued share capital of the Company from time to time.

The directors may at their absolute discretion determine the
period during which an option may be exercised, such period
to expire not later than 10 years from the date of grant of
the option. The exercise price is determined by the directors
and shall not be less than the highest of (i) the closing price
of the Company’s share on the date of grant, (ii) the average
closing price of Company’s shares for the five business days
immediately preceding the date of grant, and (iii) the nominal

value of the share.

26. R AR ERE (2

fEIRE (2

B2 BN 2 AR 28 B AR - RIE
et BIs AN R R E R E A IS AR ST B T s iR I 2 B ki
K2 AR SR NS BB AR A R FTET S5 B B 39T
f&19210% °

TEAREARNFRRELBET + FRIATE—F 2 AR
B2 BERED & 2 IRINER B FEERIRHRS TS HRBAR D
AIEBITRMNZ1% - MES - TBTHRABREER
REHEE A TR 2 BREN S KA A RIRAEB B
0.1%3k 4 {EBIEE#5,000,0007T * MEZFTERRA
ARERHBLHAE o

RN RB AR AT B R AN A BRI E A BB AR AE - T 81 T 1%
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e ————
NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

26.SHARE CAPITAL AND SHARE OPTIONS 26.[R AN EBRRIE (&

[CONTINUED)

Share options (Continued) BIRE (&

No options were granted under the New Scheme since its BERANFTETEE - WA (E (RS ARAE -

adoption.

The financial impact of share options granted is not recorded RHERE L BTGB TSR AN R RIS R 2 EE
in the Company’s or the Group’s balance sheet until such BEXRNIIER  EEBRERTERLE - BRI E
time as the options are exercised, and no charge is UERERASIAR - ETTEREARIEM T 2 R - AR
recognised in the income statement in respect of the value PEEFIARRR ZFEBINEA - IERITERES RS
of options granted in the year. Upon the exercise of the EE 2317 - HRAR R 2’ HERAZIER © 172 H
share options, the resulting shares issued are recorded by HAZIHART RS e a8 2 BB ARAE - 1RO iR TR RBAR
the Company as additional share capital at the nominal value o M MR o

of the shares, and the excess of the exercise price per share
over the nominal value of the shares is recorded by the
Company in the share premium account. Options which lapse
or are cancelled prior to their exercise date are deleted from

the register of outstanding options.
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

e —
NOTES TO FINANCIAL STATEMENTS

27.RESERVES 27.7#%
Company
NG
Share Contributed Accumulated
premium surplus losses Total
B35 B BABE 2REE HmEE
At 1 April 2003 R_EZ=FMA—H 25,361 128,013 (18,923) 134,451
Share repurchased B {n B8 Bl J2 o 8H
and cancelled (238) - — (238)
Net profit for the year % % A - - 277 277
At 31 March 2004 RZZTZENE=A=+—H 25,123 128,013 (18,646) 134,490
Issue of shares on acquisition A Uk B Bt = N B T 2R AT
of associates 15,358 = = 15,358
Net loss for the year REEFEE = = (14) (14)
At 31 March 2005 RZEZERFE=A=+—H 40,481 128,013 (18,660) 149,834

The contributed surplus of the Company represents the
difference between the nominal value of the Company’s
shares issued in exchange for the issued shares of the
companies being acquired and the value of net assets of the
underlying companies acquired at the time of the Group’s
reorganisation in preparation for its listing in 1995. Under
the Companies Act 1981 of Bermuda, the Company may
make distributions to its members out of the contributed

surplus in certain circumstances.

RABZEABBRIER —NNAFAEE SER LM
ETEER - ARARRRBEMKEAR 2B #EITRD
BIARRRD Z EEEMKBRE AR EEFEZE
;o RIBFEFRE—N/\—FRAVE - ARRAREREL
BERDIKEBHABR TR
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

28.DISPOSAL OF SUBSIDIARIES 28. HEME QT
During the year, the Group disposed of its entire interests in FN - AEELEEATERAERA A REERTERA
Smart Best Development Limited and German Time Limited. AIMEEER - ZEWBATNEEE A2 EEFEN

The net assets of these subsidiaries at the date of disposal

were as follows:

2005 2004

T~

Net assets disposal of: HEFEE :
Investment properties HEYF 8,000
Property, plant and equipment ME - BB REHE 14,071
Trade receivables FE U AR 66
Prepayments, deposits and BRHIE - Re Rk
other receivables H{h U AR X 8
Bank balances and cash WITHEFRR S 18
Amount due to an intermediate AR /NGB S
holding company (4)
Amount due to an immediate e BB R A RIFIA
holding company (890)
Amount due to a fellow JE A< [B) 2 B /B8 22 B 5k IE
subsidiary (844)
Other payables and accruals HibENERANETEE (108)
Taxation 118 13
Deferred tax liabilities R RE R I8 (110)
20,220
Capital reserve released BN FEERE 87
Gain on disposal & 2 B 1,693
Total consideration BB 22,000
Satisfied by: E V=N
Cash Re 22,000
Net cash inflow arising on disposal: HEELZFRERA ¢
Cash consideration ReEE 22,000
Bank balances and cash disposal of — HEFTK Z IRITHIR & 5k (18)
21,982
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Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

29.MAJOR NON-CASH TRANSACTION

During the year, the Group satisfied the other payable arising
on the acquisition of associates during the year ended 31
March 2004 of HKS17,552,000 by allotment of 21,939,084
ordinary shares of the Company at the issue price of HK$0.80

each.

30.CONTINGENT LIABILITIES

NOTES TO FINANCIAL STATEMENTS

29.FEHRERS
RER > REBREDE21,939,084 884 A 7 @A A
BRETESESTINREBEE_STAF=A=1
— B 1E 2 FFE AUREER & N RIFTE A 2 B B N B
#17,552,0007C °

30.AREE

The Group The Company
ZREE RAFE]
2005 2004 2005 2004
Guarantees provided for BETHERRER
banking facilities RITEELBMERE
and finance e Z &R - - 14,673 44,225
31.OPERATING LEASE ARRANGEMENTS 31.&8&MHAZH

(a) As lessor

The Group leases certain of its properties under
operating lease arrangements, with leases negotiated
for terms ranging from one to three years. The terms
of the leases generally also require the tenants to pay
security deposits and provide for periodic rent
adjustments according to the then prevailing market

conditions.

At 31 March 2005, the Group had total future minimum
lease receivables under non-cancellable operating

leases with its tenants falling due as follows:

(a) ERHESE

REQLBOZH  AKEHALETETY
¥ HOBRE—FE=F1F - HOGKI
EXHLEMNT e MIABRATISREME

R-ZEZTRE=A=1+—8 RN FHHEE
M A BUB & & T AE R R 2 KT 48
W

2005 2004

Within one year —FR 280 725

In the second to fifth years, BE_FEERF
inclusive (BEERME) = 176
280 901
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NOTES

TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

31.OPERATING LEASE ARRANGEMENTS
(CONTINUED)

(b) As lessee

The Group leases certain of its office properties and
staff quarters under operating lease arrangements.
Leases for properties are negotiated for terms ranging

from one to six years.

At 31 March 2005, the Group had total future minimum
lease payments under non-cancellable operating leases

falling due as follows:

31.8EHENRHE (B

(b) fERMEF
REBGERORS - AEBRALE THAZNE
FHMAES  BAOKER—FEAFTE

R-ZEZRF=A=1+—H0 RUTHEERZ
PAEUEEEBNERRZ REBLHONRET

2005 2004

Within one year —FR 1,462 1,327

In the second to fifth years, BE_FEERF
inclusive (BRREREMF) 2,207 1,859
3,669 3,186

The Company did not have any operating lease arrangements

at the balance sheet date (2004: Nil).
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

32.RELATED PARTY TRANSACTIONS 32.BBEALRS
During the year, the Group entered into the following RARE RN B EHRRE AMDER TR S ¢

transactions with related parties:

2005 2004

Smart Best Development Limited BREXRERAA
Accounting fee received (note a) Blgst & (ffita) 40 =
Interest income received (note aj BEWRFEFE (HFa) 187 =
Management fee received (note a) BEWERE (ffita) 40 =
German Time Limited BERTHRAR
Interest income received (note aj BRI A (ffita) 165 =
Management fee paid (note aj ENERE (ffita) 560 =
Ms. Li Kwo Yuk FRELL
Disposal of subsidiaries (note b) HEMHB R (Matb) 22,000 -
Notes: Kt -
(a)  The transactions were carried out on terms agreed between (a) AEEMBEACZRHLE—RHISERRL
the Group and the related parties and were conducted in AEFTRBZBERARIEEERRSET ©

the normal course of business with reference to the prevailing
market prices.

[b)  The transactions were carried out on normal commercial terms b)  WRHLEBBLYEGERSE RIEBREGK
with reference to the independent property valuation report. THEAT ©
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FIVE YEAR FINANCIAL SUMMARY

HFEFHE

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE—OOHF=A=1—HILFE CE¥TTEMNSIZE)

A summary of the published results, assets and liabilities, and AEEREAREMBREE2EAMER  BEERAGRIH
minority interests of the Group for the last five financial years is set PREERINT -
out below.
RESULTS
=
S
Year ended 31 March
HE=A=t-HLEE
2005 2004 2003 2002 2001
(restated)
(e E51)
TURNOVER HER 238,300 229,925 268,853 272,556 284,222
PROFIT/(LOSS) FROM OPERATIONS SRR (E518) 153 (12,721) 4,912 (1,630) 6,949
Gain on disposal of subsidiaries HERBEA Az W 1,693 - - - -
Finance costs B 7 P AR (3,185) (3,527) (2,341) (1,961) (1,857)
Share of results of associates JE(REEE AR 2 ¥ & 765 = = = =
Share of loss of a jointly HEERIE RN
controlled entity - = (48) (485) 140
(LOSS)/PROFIT BEFORE TAXATION BRBAT ((E51E) & F (574) (16,248) 2,523 (4,076) 5,232
Taxation BIE (1,755) 182 (364) 1,915 96
(LOSS)/PROFIT BEFORE MINORITY Rt DU IR R 2
INTERESTS Al (B518) /%= A (2,329) (16,066) 2,159 (2,161) 5,328
Minority interests DERR R R (341) (472) (582) (645) (998)
NET (LOSS)/PROFIT FOR THE YEAR AFE (FE) &7 (2,670) (16,538) 1,577 (2,806 4,330
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FIVE YEAR FINANCIAL SUMMARY

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
HE—OORF=A=1—HIFE (BEFTELIIZK)

ASSETS AND LIABILITIES AND MINORITY ¥EREEBERIVBREFER
INTERESTS

At 31 March
R=B=+—H
2005 2004 2003 2002 2001
(restated)
(& E51))
PROPERTY, PLANT AND M~ BEREE
EQUIPMENT 81,945 108,806 114,892 112,717 102,159
INTERESTS IN ASSOCIATES B N AR 18,526 17,551 = = =
INTERESTS IN JOINTLY HEEHEBER
CONTROLLED ENTITIES = = = 527 (80)
INTANGIBLE ASSETS B EE 39 66 80 162 253
GOODWILL GEES 17,004 18,000 19,412 = =
DEFERRED TAX ASSETS BEREEE 135 166 147 - -
CURRENT ASSETS TMENE = 165,883 161,409 160,116 148,444 151,034
TOTAL ASSETS BB E 283,532 305,998 294,647 261,850 253,366
CURRENT LIABILITIES mENBE 70,816 94,185 69,371 47,244 42,949
NON-CURRENT LIABILITIES FHaE 6,475 19,731 16,877 9,163 749
DEFERRED TAX LIABILITIES REREEE 4,822 4,322 5,043 = 1,771
TOTAL LIABILITIES BAEE 82,113 118,238 91,291 56,407 45,469
MINORITY INTERESTS D HA% R 6,964 6,623 6,556 6,179 5,737
194,455 181,137 196,800 199,264 202,160
SHARE CAPITAL AND RESERVES AR K (5 194,455 181,137 196,800 199,264 202,160
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S
FIVE YEAR FINANCIAL SUMMARY

Year ended 31 March 2005 (Express in thousands of Hong Kong dollars)
BE-OOHRF=A=1—HILFE GEEFTEMNGIE)

ASSETS AND LIABILITIES AND MINORITY
INTERESTS (CONTINUED)

Note: The amounts for 2003 have been restated to reflect the change in
accounting policy arising from the adoption of SSAP 12 (Revised) during
the year ended 31 March 2004. The amounts for 2002 and prior years
have not been restated as it would involve delay and expenses out of

proportion to the benefit to shareholders.
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