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BUSINESS AND OPERATION REVIEW

After the discontinuation of the secondary consumer products
business in year 2006, the Company made headway in the
streamlining process by disposing its idle assets and underperformed
manufacturing operation during the year under review. The disposals
caused the Group suffering from notable loss and substantial
downsizing. Nevertheless, such decisive moves relieved the Group’s
financial and management resources from those detrimental

businesses to more viable operations.

Despite that a significant part of assets was discarded in the first
half of the year, the Group still maintained to record a turnover of
HK$133.0 million for its toy segment in this year, being a marginal
increase of 2.2% when compared with last year. However,
competition in toy industry is getting more intensive and, in order to
sustain market share, margin is unavoidably weakened. The
persistent appreciation of Renminbi and increasing operation cost
in mainland China that hampering the Group’s suppliers have causal
adverse impact on the Group’s cost of supply. Loss for the toy

segment in the year under review was HK$14.3 million.

The Group ceased to have any contribution from the disposed
consumer products business in the year under review but it
reactivated, in November 2007, the inactive securities trading and
investments business. Since the securities market is becoming
volatile, the Group is very cautious in its investing strategy and the
market value of its portfolio was kept at HK$11.3 million only as at
31 December 2007. The Group recorded a mild loss of HK$0.7
million from this segment for the year, mainly attributable to the
decrease in the fair value of the marketable securities.
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Material disposal of subsidiaries

Good Prosper Trading Limited

The Company entered into an agreement in November 2006 to
dispose of its entire equity interest in and the amount due from
Good Prosper Trading Limited (“GPTL"), the principal assets of which
are the land use rights in respect of parcels of adjacent lands situated
at Boluo, Huizhou and the infrastructure erected thereon (“GPTL
Disposal”) to an independent third party, Sky Hawk International
Limited (“Sky Hawk”), for an aggregate consideration of HK$20.0
million. HK$2.0 million was paid by Sky Hawk upon signing of the

agreement and the balance would be settled on completion.

At the request of Sky Hawk, the payment terms for the outstanding
consideration of HK$18.0 million were revised pursuant to a
supplemental agreement entered into between the Company and
Sky Hawk. According to the supplemental agreement, Sky Hawk
paid a further sum of HK$2.0 million and delivered to the Company
a promissory note with a principal amount of HK$16.0 million, which
was interest free, due on 31 December 2007 and secured by the
entire issued share capital of GPTL on 28 June 2007, the completion
date of GPTL Disposal. The deferred consideration was fully settled
in accordance with the terms of the promissory note.

As a result of GPTL Disposal, the Group recorded a gain on disposal

of subsidiaries of approximately HK$5.0 million.
GFT Holding Limited

On 16 April 2007, Prosper Overseas Limited, a wholly owned
subsidiary of the Company, entered into an agreement to dispose
its entire interest in and amounts due from GFT Holding Limited
and its subsidiaries (the “Disposed Group”), a sub-group of the
Company engaged in toy manufacturing at Boluo, Huizhou and toy
trading, to a company beneficially owned by Mr. Leung Wai Ho and
Mr. Wong Chung Shun, both were the former directors and
substantial shareholders of the Company, at an aggregate
consideration of HK$2.0 (“GFT Disposal”).
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GFT Disposal constituted a major disposal and connected transaction
for the Company under the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited and was approved by
the independent shareholders of the Company in a special general
meeting held on 28 May 2007.

Completion of GFT Disposal took place on 28 June 2007, upon which
the obligations of the Company as a corporate guarantor under the
banking facilities granted to the Disposal Group has been released
by the bank and the Company ceased its operation in manufacturing
of toy products. As a result of GFT Disposal, the Group recorded a
gain on disposal of subsidiaries of approximately HK$15.4 million
and wrote off an amount due from a subsidiary in approximately
HK$68.6 million.

PROSPECTS

It is the Company’s primary ambition to seek prosperous and
lucrative investments that will benefit the Group, especially after
GPTL Disposal and GFT Disposal and the prevailing market
conditions indicate that toy industry players are inevitably facing
with difficult years. The Company, with fund raised from the
placements and the rights issue executed in year 2007, is relatively
sufficient in resources and is ready to make the critical move when

the opportunities emerge.

However, the worldwide securities and capital markets step into
downturn and become vulnerable after the peak at October 2007.
Investment sentiment is shaky and hence the directors are paying
extra caution on the Group’s activity in securities investment and
the identification of new investments / business for future expansion.
No matter how difficult the situation is, the directors are ready to
dedicate and work in utmost good faith for enhancing the betterment
and value of the Group.
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FINANCIAL REVIEW

Review of Results

The Group reported a turnover of HK$133.0 million for the year
ended 31 December 2007, being a marginal increment of HK$2.9
million or 2.2% when compared with last year. Gross profits
increased by HK$2.8 million from HK$0.2 million for last year to
HK$3.0 million, mainly due to the fact that the Group ceased to
bear the fixed cost incurred by the underutilized manufacturing plant
after its disposal in the first half of the year. For the same reason,
operation expenses of the Group declined during the year under

review.

Despite that gain on disposal of subsidiaries of HK$20.4 million
was recognized from the disposals discussed above, the Group, on
the other side, has to write off an amount due from a disposed
subsidiary in HK$68.6 million, which largely explained the
substantial loss for the year incurred by the Group in HK$75.0
million.

Capital Structure

On 23 July 2007, the Company issued convertible notes in an
aggregate principal amount of HK$34.0 million to finance the working
capital and future expansion of the Group. The convertible notes
were non-interest bearing, would be matured on 23 July 2009 and
were convertible into shares of the Company at conversion price of
HK$0.10 per share (subject to anti-dilutive adjustments). All the
convertible notes were converted during the year and 340,000,000
new shares of the Company were issued and allotted. The Group
has no debt capital as at 31 December 2007.

Liquidity and Financial Resources

The Group has no borrowings as at 31 December 2007. As at 31
December 2006, total borrowings of the Group amounted to HK$12.4

million, of which HK$10.6 million was repayable within one year.
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The Group maintained sufficient working capital as at 31 December
2007 with net current assets of HK$247.5 million (31 December
2006: HK$11.1 million) and bank balances and cash of HK$235.4
million (31 December 2006: HK$7.1 million). As the Group has no
borrowing as at 31 December 2007, gearing ratio, expressed as the
percentage of total borrowings over total equity, of the Group was
zero (31 December 2006: 17.8%).

Charges on Assets

As at 31 December 2007, certain financial assets and bank deposits
in HK$19.1 million were pledged to a bank to secure banking
facilities of US$7.0 million, of which no bank loan has ever been
drawn. As at 31 December 2006, certain building, land use right
and plant and machinery with carrying value of HK$38.0 million,
HK$3.4 million and HK$4.8 million respectively were pledged to

banks to secure bank loans and finance leases granted to the Group.

Exposure to Exchange Rates

Most of the Group’s business transactions, assets and liabilities are
denominated in Hong Kong dollars, United States dollars and
Renminbi. The Group’s exposure to United States dollars currency
risk is minimal as Hong Kong dollars is pegged to United States
dollars. Nevertheless, as Renminbi is becoming more volatile, the
Group’s operations and performances might thus be affected.
Presently, the Group does not have any currency hedging policy
but will closely monitor the fluctuation of Renminbi exchange rate
and take appropriate measures to minimize any adverse impact that
may be caused by such fluctuation.
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Contingent Liabilities

The Group has no material contingent liabilities save that a writ of
summons dated 8 October 2004 was filed by Mr. Kwok Chin Wing,
a former director of the Company, against the Company in respect
of the loans due from two former subsidiaries of the Company for a
sum of approximately HK$44.5 million together with accrued
interests thereof (the “Action”).

The Company had already completed discovery of all documentary
evidence and exchange of witness statement and was ready to
proceed with the trial since early 2006. However, Mr. Kwok took out
applications in July 2006 for substantial amendments to his Re-Re-
Amended Statement of Claim (the “Amendment Application”) and
joinder of party to the Action (the “Joinder Application”). The
Amendment Application and the Joinder Application had

substantially delayed the setting down of the Action for trial.

The Amendment Application and the Joinder Application were
granted by the Court on 19 April 2007. The newly joined defendant
had filed his defence and the Company had also properly dealt with
all consequential amendments to the pleadings. Discovery and
inspection of documentary evidence between Mr. Kwok and the
newly joined defendant were completed and the Action is now
pending the exchange of witness statements as to facts between
Mr. Kwok and the newly joined defendant. It is foreseeable that the
Action will set down for trial after the completion of exchange of
witness statements as to the facts between Mr. Kwok and the newly

joined defendant.

Notwithstanding the substantial amendments made to the Re-Re-
Amended Statement of Claim and the joining of a new party to the
Action, the solicitors and counsel acting for the Company still hold
good for their advice previously delivered to the Company. With the
benefit of the advice of the solicitors and counsel acting for the
Company, the directors of the Company formed the opinion that Mr.
Kwok does not have a valid claim against the Company and therefore
it is unlikely to have any material adverse financial impact on the
Group.
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EMPLOYEES

As at 31 December 2007, the Group had 8 employees (31 December
2006: approximately 2,200). The substantial decrease in the number
of staff during the year is attributable to the disposal of the Disposal
Group (as detailed in the section under the heading “Material
Disposal of Subsidiaries”) which employs over 2,000 workers and
staff in Hong Kong and the PRC.

To attract, retain and motivate its employees, the Group has
developed effective remuneration policies that are subject to review
on regular basis. The Group’s employees are remunerated with
competitive packages which are in line with prevailing industry
practice and individual performance. Furthermore, share option and
performance-based bonus scheme are also in place to recognize
the outstanding employees.
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EXECUTIVE DIRECTORS

Mr. Ha Kee Choy, Eugene, aged 51, joined the Company as an
executive director in July 2004. Mr. Ha holds a Master’s degree in
business administration and is a fellow member of the Association
of Chartered Certified Accountants and the Taxation Institute of Hong
Kong. Mr. Ha possesses over 15 years of experience in the finance
and banking industry and acts as director of a number of private

and listed companies in Hong Kong.

Ms. Ma Wai Man, Catherine, aged 42, joined the Company as an
executive director in October 2007. Ms. Ma is a graduate of City
University of Hong Kong, a chartered secretary, a fellow member of
the Association of Chartered Certified Accountants and a member
of the Hong Kong Institute of Certified Public Accountants. Ms. Ma
has extensive management experience in companies with diversified
interests ranging from manufacturing, telecommunications to
infrastructure and property investments. She has previously held
executive directorship in a number of companies listed on local and
overseas stock exchanges.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cheng Yuk Wo, aged 47, joined the Company as an independent
non-executive director in October 2007. He is a fellow of the Institute
of Chartered Accountants in England and Wales and the Hong Kong
Institute of Certified Public Accountants and a member of the Institute
of Chartered Accountants of Ontario, Canada. Mr. Cheng worked at
Coopers and Lybrand (now known as PricewaterhouseCoopers) in
London and Swiss Bank Corporation (now known as UBS AG) in
Toronto. He has held senior management positions in a number of
Hong Kong listed companies and is a co-founder of a Hong Kong
merchant banking firm. He is the proprietor of a certified public
accountant practice in Hong Kong. Mr. Cheng holds a Master of
Science (Economics) degree in Accounting and Finance and a
Bachelor of Arts (Honours) degree in Accounting.
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Mr. Chui Chi Yun, Robert, aged 51, joined the Company as an
independent non-executive director in July 2004. Mr. Chui holds a
Bachelor’s degree in Commerce (major in Accounting) and is a
practicing Certified Public Accountant in Hong Kong. Mr. Chui is a
fellow member of the Hong Kong Institute of Certified Public
Accountants and the Association of Chartered Certified Accountants
in the United Kingdom.

Ms. Leung Sau Fan, Sylvia, aged 44, joined the Company as an
independent non-executive director in February 2008. She holds a
Bachelor degree from City University of Hong Kong and a Bachelor
of Laws degree from University of London. She has over 10 years’
experience in dealing with listing related and corporate finance areas.
Ms. Leung is currently a director of an established firm of corporate
finance advisers.
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CORPORATE GOVERNANCE PRACTICE

The board of directors of the Company (the “Board”) considers that
good corporate governance is essential for enhancing accountability
and transparency of a company to the investing public and other
stakeholders. Therefore, the Company commits to maintain high
standard corporate governance practices and has complied with
the code provisions set out in the Code on Corporate Governance
Practices (the “CG Code”) contained in Appendix 14 to the Rules
Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited (the “Listing Rules”) throughout the year ended 31
December 2007 except for the deviations described in this Corporate

Governance Report.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
contained in Appendix 10 to the Listing Rules as its own code of
conduct regarding the directors’ securities transaction. Having made
specific enquiry, all directors confirmed that they fully complied with
the Model Code throughout the year.

BOARD OF DIRECTORS

The Board is vested with the key roles of formulating the Group’s
corporate strategic directions and policies; monitoring the financial
performance and internal control system of the Group and overseeing
the performance of management, who is delegated with the
responsibilities of executing the Board’s decision and in-charging
day-to-day operation. In discharging its responsibilities, the Board
meets regularly and acts in good faith, with due diligence and care.

The directors acknowledge their responsibility for preparing the
financial statements of the Company.

During the year ended 31 December 2007, Mr. Leung Wai Ho and
Mr. Wong Chung Shun resigned as the executive directors of the
Company so as to taking up other business opportunities and Mr.
Lam Kwok Cheong resigned as the independent non-executive
director and member of the audit committee due to engagement in
his own business. Ms. Ma Wai Man, Catherine was appointed as
the executive director and Mr. Cheng Yuk Wo was appointed as the
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independent non-executive director and member of the audit
committee of the Company. Subsequent to 31 December 2007, Mr.
Lai Wing Leung, Peter, due to his own career and personal
commitment, resigned as and Ms. Leung Sau Fan, Sylvia was
appointed as the independent non-executive director and member
of the audit committee of the Company.

The Board currently comprises two executive directors and three
independent non-executive directors, the biographies of whose are
set out on pages 10 to 11 of this annual report. All the directors are
high caliber executives with diversified industry expertise and bring
a wide range of skills and experience to the Group. The composition
of the Board and their respective attendance in the Board meetings
and other committee meetings during the year ended 31 December

2007 are as follows:

ERRGEXRREREABEMEERRES LT
BZERARRBBIIFNTEZTRERZBEMN

g o

EEefOMERTESN 2B IIFNTES
AR EBESENAFHREIORELLIR - 28E
EOAREBZITBAR  AETRTEERYLA
AEEGEREERMERLSR -BE_TTLF+
A=t BLEFE EFEZEARRBEEER
EEe e EMZE e R 2 AMLFE X
T

No. of meetings attended / held
HEBITERRE

Regular Audit Remuneration
full board Committee Committee
meetings meetings meeting
EEg2iE EREEY FMEES
REfE g5 B85
Executive directors HITEE
Ha Kee Choy, Eugene EHA 4/4 — 1/1
Ma Wai Man, Catherine BEHR_ZZELF
(appointed on 1 October 2007) +A—BEZT) 1/1 — —
Leung Wai Ho 2R (R_ZZTLF
(resigned on 1 October 2007) + B —BEHT) 3/3 — —
Wong Chung Shun EHiE(R_ZEELF
(resigned on 1 October 2007) + A —HE(T) 3/3 — -
Independent non-executive directors B IHITESE
Chui Chi Yun, Robert EEC 4/4 2/2 1/1
Cheng Yuk Wo HHEM(R_EELF
(appointed on 1 October 2007) +A—BEZXT) 1/1 — —
Leung Sau Fan, Sylvia 2EZ(RZZEZENF N/A N/A N/A
(appointed on 1 February 2008) —A—BEXMD 38 A T iE A 38 A
Lam Kwok Cheong HEE (RZEZT+F
(resigned on 12 October 2007) +A+-H&T) 3/3 2/2 1/1
Lai Wing Leung, Peter BKR(RZZEENF
(resigned on 31 January 2008) —A=+—H&H) 3/4 2/2 —
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Chairman and Chief Executive Officer

Pursuant to Code A.2.1 of the CG Code, the roles of chairman and
chief executive officer should be separate and should not be
performed by the same individual. Prior to 1 October 2007, the
chairman of the Board was Mr. Leung Wai Ho whilst Mr. Wong Chung
Shun, the then deputy chairman of the Company, took the role of
chief executive officer.

After the resignation of Mr. Leung Wai Ho and Mr. Wong Chung
Shun on 1 October 2007, there is no specific designation of chairman
in the Board and no chief executive officer has been appointed.
Nevertheless, Mr. Ha Kee Choy, Eugene focuses on the leadership
role in the Board to ensure that the Board works effectively in
discharging its responsibilities and that all key and appropriate issues
are discussed by the Board in a timely manner whilst Ms. Ma Wai
Man, Catherine takes up the responsibilities of running the corporate
and business operations of the Group. The Board considers that
the segregation of responsibilities among the Board members meets
the requirements under the CG Code.

Non-executive Directors

None of the non-executive directors of the Company is appointed
for specific term which is deviated from Code A.4.1 of the CG Code.
However, as the directors are subject to the retirement by rotation
provisions under the bye-laws of the Company, the Board considers
that sufficient measures have been in place to ensure that the
Company'’s corporate governance practices are no less exacting than
the CG Code.

Audit Committee

The Audit Committee comprises three independent non-executive
directors of the Company, namely, Mr. Chui Chi Yun, Robert
(Committee Chairman), Mr. Cheng Yuk Wo (appointed on 1 October
2007) and Ms. Leung Sau Fan, Sylvia (appointed on 1 February
2008). The main role and functions of the Audit Committee are to
review the financial information of the Company, to oversee the
Company'’s financial reporting system and internal control procedure
and maintain relations with the auditors of the Company.
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In year 2007, the Audit Committee held two meetings, both were
attended by Mr. Chui Chi Yun, Robert, Mr. Lam Kwok Cheong
(resigned on 12 October 2007) and Mr. Lai Wing Leung, Peter
(resigned on 31 January 2008). During the meetings, the annual
results of the Group for the year ended 31 December 2006 was
reviewed with the auditors of the Company and the interim results

of the Group for the six months ended 30 June 2007 was discussed.

Remuneration Committee

The Remuneration Committee of the Company was set up with key
responsibilities of recommending the policy and structure for
remuneration of directors and senior management and determining
the remuneration package of executive directors and senior
management.

The Remuneration Committee composed of Mr. Ha Kee Choy,
Eugene (Committee Chairman), Mr. Cheng Yuk Wo, who was
appointed to replace Mr. Lam Kwok Cheong on 12 October 2007,
and Mr. Chui Chi Yun, Robert. The committee member met once in
the year ended 31 December 2007 for discussing the remuneration

package of the directors and senior management for the year 2008.

Nomination of Directors

The Company has not established a nomination committee. The
Board as a whole is responsible for considering and approving the
appointment of its members and will meet to discuss when
nomination of new director(s) is received or when circumstances
require. In considering the suitability of a candidate for directorship,
the Board will take into account the candidate’s qualification,
experience, expertise and knowledge as well as the prevailing
composition, structure and size of the Board and the requirements
under the Listing Rules.
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INTERNAL CONTROLS

The Board acknowledges that an effective internal control system
which is designed to monitor and response appropriately to
significant risk, to safeguard assets, to provide reasonable assurance
from fraud and errors and to ensure compliance of applicable law
and regulations is essential for effective and efficient operations of
a company. Furthermore, the internal control system is designed to
manage rather than eliminate the risk of failure and can only provide
reasonable and not absolute assurance against material

misstatement or loss.

The Group has in place an effective internal control system which
encompasses sound control environment, appropriate segregation
of duties, well-defined policies and procedures, close monitoring
and is reviewed and enhanced by the management at regular
intervals.

The Board, with the assistance of the management, has conducted
a review on the effectiveness of the internal control system and, in
particular, the business cycle of a business segment was reviewed.
Based on the report on the findings which include recommendations
for further improvement, the directors were satisfied that the Group
has operated an effective internal control system during the year
under review.

AUDITORS’ REMUNERATION

During the year ended 31 December 2007, remuneration in respect
of audit and non-audit services provided by Messrs. Moores
Rowland, the auditors of the Company, to the Group are
approximately HK$450,000 (2006: HK$800,000) and HK$590,000
(2006: HK$30,000) respectively.
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The directors present their annual report together with the audited
financial statements of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2007.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and its subsidiaries
are principally engaged in trading of toy, gift and premium products
and securities trading and investments. During the year, the Group
terminated its operation in manufacturing of toy products.

Details of the activities of the subsidiaries are set out in note 42 to
the financial statements. An analysis of the turnover and results by
principal activities and geographical locations of the Group are set
out in note 7 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2007 are
set out in the consolidated income statement on page 27.

The directors do not recommend the payment of a dividend for the
year.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the year are set out in note 16 to the financial
statements.

SHARE CAPITAL

Details of the movements in share capital of the Company during
the year are set out in note 29 to the financial statements.
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RESERVES

Movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in
equity on page 31 and note 30 to the financial statements

respectively.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
bye-laws (the “Bye-laws”) or the laws of Bermuda which would oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.

DIRECTORS

The directors of the Company during the year and up to the date of

this report were:

Executive Directors

Mr. Ha Kee Choy, Eugene

Ms. Ma Wai Man, Catherine (appointed on 1 October 2007)
Mr. Leung Wai Ho (resigned on 1 October 2007)

Mr. Wong Chung Shun (resigned on 1 October 2007)

Independent Non-executive Directors

Mr. Chui Chi Yun, Robert

Mr. Cheng Yuk Wo (appointed on 1 October 2007)

Ms. Leung Sau Fan, Sylvia (appointed on 1 February 2008)
Mr. Lam Kwok Cheong (resigned on 12 October 2007)

Mr. Lai Wing Leung, Peter (resigned on 31 January 2008)
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In accordance with Bye-law 102(B) of the Bye-laws, Ms. Ma Wai
Man, Catherine, Mr. Cheng Yuk Wo and Ms. Leung Sau Fan, Sylvia,
all of whom were appointed by the Board to fill the casual vacancy
after the annual general meeting held by the Company in year 2007,
shall hold office until the next annual general meeting and, being
eligible, offer themselves for re-election. In accordance with Bye-
law 99 of the Bye-laws and code provision A.4.2 of Appendix 14 to
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”), Mr. Ha Kee Choy, Eugene
and Mr. Chui Chi Yun, Robert will retire by rotation and, being eligible,
offer themselves for re-election at the forthcoming annual general
meeting.

The directors proposed for re-election at the forthcoming annual
general meeting do not have any service contract which is not
determinable by the Company within one year without payment of

compensation (other than statutory compensation).

The non-executive directors are subject to retirement by rotation in
accordance with the Bye-laws.

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

independent non-executive directors are independent.

DIRECTORS’ INTEREST IN SECURITIES

As at 31 December 2007, none of the directors or chief executive of
the Company or any of their respective associates had any interests
or short positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFO")) as recorded in the register required to be kept by the
Company under Section 352 of the SFO, or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 to the Listing Rules.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in the section “Connected Transactions” of this
directors’ report, at no time during the year was the Company or
any of its subsidiaries a party to any arrangement to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debenture of, the Company or any other

body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed in note 36 to the financial statements and the
section “Connected Transactions” of this directors’ report, no
contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

As at 31 December 2007, none of the directors was interested in
any business, apart from the business of the Group, which competes
or is likely to compete, either directly or indirectly, with the business
of the Group.

CONNECTED TRANSACTIONS

On 16 April 2007, Prosper Overseas Limited, a wholly owned
subsidiary of the Company, entered into an agreement to dispose
its entire interest in and amounts due from GFT Holding Limited
and its subsidiaries (the “Disposed Group”), a sub-group of the
Company engaged in toy manufacturing at Boluo, Huizhou and toy
trading, to a company beneficially owned by Mr. Leung Wai Ho and
Mr. Wong Chung Shun, both were the former directors and
substantial shareholders of the Company, at an aggregate
consideration of HK$2.0 (“GFT Disposal”).
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GFT Disposal constituted a major disposal and connected transaction
for the Company under the Listing Rules and was approved by the
independent shareholders of the Company in a special general
meeting held on 28 May 2007.

Completion of GFT Disposal took place on 28 June 2007, upon which
the obligations of the Company as a corporate guarantor under the
banking facilities granted to the Disposal Group has been released
by the bank and the Company ceased its operation in manufacturing
of toy products. As a result of GFT Disposal, the Group recorded a
gain on disposal of subsidiaries of approximately HK$15,367,000
and wrote off amounts due from subsidiaries in approximately
HK$68,559,000.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2007, the interests and short positions of those
persons (other than the directors or chief executive of the Company)
in the shares and underlying shares of the Company as recorded in
the register required to be kept by the Company under Section 336
of the SFO were as follows:

Long positions in the shares of the Company (the “Shares”)
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Approximate

Number of percentage of
Name of shareholders Capacity Shares held shareholding
RERZA g4 BERAEE BARET DL
Glory Winning Investment Limited Beneficial owner 564,896,000 9.03%
E=EAA
Tellus Investments Limited Interest of controlled 564,896,000 9.03%
corporation (note 1)
REGEEZ #Ea (P aE1)
Tse Cho Tseung (“Mr. Tse”) Interest of controlled 564,896,000 9.03%
corporation (note 1)
AE ([HEED REHDEE 2 s GEY)
Galaxy China Opportunities Fund Beneficial owner 92,600,000 6.99%
(“Galaxy”) (note 2) (note 2)
EmEEA (Fft3E2) (Bt zE2)
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Notes:-

1. Glory Winning Investment Limited is a company held by Mr. Tse and
Tellus Investments Limited, the entire issued share capital of which
is held by Mr. Tse, in equal shares. Therefore, both Tellus Investments
Limited and Mr. Tse are deemed to be interested in 564,896,000
Shares held by Glory Winning Investments Limited.

2. 92,600,000 Shares was the number of Shares held by Galaxy as at
23 October 2007, being the relevant event date of the last notice
filed by Galaxy before 31 December 2007, and represented 6.99%
and 1.48% of the issued share capital of the Company as at 23 October
2007 and 31 December 2007 respectively. Subsequent to 31
December 2007, Galaxy filed a notice disclosing its shareholding in
the Company as at 31 January 2008 as 440,200,000 Shares,
representing 7.03% of the issued share capital of the Company as at
31 December 2007 and 31 January 2008.

Save as disclosed above, as at 31 December 2007, the Company
has not been notified of any interests or short positions in the shares
or underlying shares of the Company representing five percent or
more in the issued share capital of the Company and recorded in
the register required to be kept by the Company under Section 336
of the SFO.
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SHARE OPTIONS

Particulars of the share option scheme of the Company are set out

in note 31 to the financial statements.

Movements in the share options of the Company during the year

were as follows:

B

AL F 2 AR AT BB WU A T R M RE31 -

FARRBZEREZSHWT

Number of share options

BREHE
Granted Lapsed  Exercised
Exercise Balance as during during during Balance as
Exercisable Period Price at 1.1.2007 the year the year the year at 31.12.2007
R-Z22tHF
R=B2+tF TZA=t-H
7EE  ORE -R-Bz#&H  FARE  FREAM FAGR ZERR
(note) (note)
(fsE) (Ff3T)
HK$
BT
Employees 13 January 2007 to 12 January 2009 0.140 — 19,850,976 — (19,850,976) —
B8 RSt F-A+=-HEZEENF-A+ A
Others 13 January 2007 to 12 January 2009 0.140 — 13,233,984 — (13,233,984) —
Hith RSt F-A+=HEZEENF-A+ A
Total — 33,084,960 — (33,084,960) =
it
Note: B 5T

The exercise price and number of share options granted during the year
were adjusted to reflect the share consolidation of every five shares of
HK$0.01 each of the Company into two shares of HK$0.025 each which

became effective on 6 March 2007.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of purchases of the Group attributable to the largest
supplier and the five largest suppliers combined are 44.7% and

76.9% respectively.
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The percentage of turnover of the Group attributable to the largest
customer and the five largest customers combined are 13.0% and
51.0% respectively.

None of the directors, their associates or shareholders (which to
the knowledge of the directors own more than 5% of the Company’s
share capital) had any interest in the five major suppliers or
customers of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors as at the date of this report,
the Company has maintained sufficient public float as required under
the Listing Rules.

POST BALANCE SHEET EVENTS

Details of significant events occurring after the balance sheet date
are set out in note 41 to the financial statements.

AUDITORS

Moores Rowland Mazars were appointed as auditors of the Company
in January 2007 to fill the casual vacancy following the resignation
of Deloitte Touche Tohmatsu.

Moores Rowland Mazars have changed their name to Moores
Rowland on 1 June 2007 and combined their practice with Grant
Thornton. As a result of these changes, a resolution will be submitted
at the forthcoming annual general meeting of the Company to appoint
Grant Thornton as auditors of the Company.

On behalf of the Board
Ha Kee Choy, Eugene
Executive Director

Hong Kong, 21 April 2008
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Moores Rowland

‘E/Hﬁ ﬁ% EEEE S0

To the members of GFT Holdings Limited

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of GFT
Holdings Limited (the “Company”) and its subsidiaries (collectively
the “Group”) set out on pages 27 to 111, which comprise the
consolidated and Company balance sheets as at 31 December 2007,
and the consolidated income statement, consolidated statement of
changes in equity and consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies and

other explanatory notes.

Directors’ responsibility for the financial
statements

The directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of Hong Kong Companies Ordinance. This
responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Chartered Accountants
Certified Public Accountants

701 Sunning Plaza

10 Hysan Avenue

Causeway Bay, Hong Kong
BSMEEFEBIORTEKRNETONE
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Auditors’ responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely to
you, as a body, in accordance with section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on our judgement, including the
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, we consider internal control relevant to the entity’s
preparation and true and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the Group
as at 31 December 2007 and of the Group’s loss and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

Moores Rowland

Chartered Accountants
Certified Public Accountants
Hong Kong

21 April 2008
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2007 2006
—ZELF ZETRF
Notes HK$’000 HK$'000
BT BT T ok v
Continuing operations FEREEK
Turnover and revenue EEBERKE 5 132,987 130,085
Cost of sales SHE R (129,977) (129,847)
Gross profit E7 3,010 238
Other income H A A 6 2,061 1,178
Distribution costs 3 88 B AN (3,379) (2,258)
Administrative expenses THAX (21,985) (28,465)
Loss on assignment of an HENBARREZE
amount due from a FEWRIE 2 518
subsidiary upon disposal (68,559) —
Other expenses HMAX (5,420) (6,152)
Gain on disposal of subsidiaries HERB AR KE 33(a) 20,413 —
Finance costs BB ER 8(a) (940) (930)
Loss before taxation MRBIRIE B 8 (74,799) (36,389)
Taxation g 11 (171) (76)
Loss for the year from NFEIHEICEETE
continuing operations Z BB (74,970) (36,465)
Discontinued operation ERIEREEK
Loss for the year from REEERIELEET
discontinued operation ZEia 12 — (68)
Loss for the year KEEER (74,970) (36,533)
Attributable to: PEAh -
Equity holders of the Company KRG RERE A 14 (73,579) (36,610)
Minority interests D HR R (1,391) 77
Loss for the year TEEER (74,970) (36,533)
HK cents HK cents
AL & AL
(restated)
(4 E%)
Loss per share gFREE 15
From continuing and REFENRD KL
discontinued operations B T
Basic AR (3.30) (3.15)
Diluted e N/A ~EHR N/A 7~ A
From continuing operations RERFELEET
Basic AR (3.30) (3.14)
Diluted e N/A FEHR N/A 7~ A

HSRERERAT —ET+asw 27
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2007 2006
—EELF ZETRF
Notes HK$'000 HK$'000
[ihg=a BT T BT
Non-current assets kERBEE
Property, plant and equipment WE - BEREE 16 155 52,551
Goodwill RS 17 — 4,201
Prepaid lease payments FENMEERIE 18 — 3,327
Club debenture e — 220
155 60,299
Current assets REBEE
Inventories FE 20 — 7,175
Trade and other receivables JE S BR TR R B At B R FR 0B 21 15,546 32,648
Financial assets at fair value BEAFEFABREEREZ
through profit or loss MBEE 22 11,339 —
Current portion of prepaid FEREERIB 2R e E 5
lease payments 18 — 72
Bank balances and cash RITEHRNRS 23 235,437 7,136
Tax recoverable JE U R T8 231 196
262,553 47,227
Non-current assets classified aEHEREZ
as held for sale ERBEE 13 = 19,127
262,553 66,354
Current liabilities REBAE
Trade and other payables FEA BR T E At B S FR0B 24 15,074 42,532
Current portion of WEREE ZREEHh
interest-bearing borrowings 25 — 8,800
Current portion of obligations MEMREEB 2 REEH
under finance leases 26 — 1,813
15,074 53,145
Liabilities associated with TAEBERE ZIERD
non-current assets classified BEEsHBEE
as held for sale 13 — 2,093
15,074 55,238
Net current assets REBEEFE 247,479 11,116
Total assets less current liabilities ZBEHAERRBAE 247,634 71,415

GFT Holdings Limited Annual Report 2007




2007 2006
—EETLHF —TERF
Notes HK$’000 HK$'000
B 5 BT T BT IT
Non-current liabilities ERBEE
Long-term obligations under RHREREER
finance leases 26 — 1,801
— 1,801
NET ASSETS EEFE 247,634 69,614
Capital and Reserves BAR#E
Share capital & 2 29 156,456 19,536
Reserves A 91,178 48,616
Equity attributable to equity AEATREZFEA
holders of the Company iR 247,634 68,152
Minority interests DY R RS — 1,462
TOTAL EQUITY PR 247,634 69,614

Approved and authorised for issue by the Board of Directors on 21

April 2008

Ha Kee Choy, Eugene

BHA
Director

EF

RZEZNFNA -+ —AKESSHENRE

ik

Ma Wai Man, Catherine
BEH
Director

EF

HSRERERAS —TT+458 29
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2007 2006
—ETLHF ZEERF
Notes HK$’000 HK$'000
M= BET T BT
Non-current asset IRBEE
Interest in subsidiaries B A R kRS 19 1 1
Current assets RBEE
Other receivables H i pE U 3R I8 21 242,988 69,604
Bank balances and cash RTEBRNIRS 23 19,307 1,947
262,295 71,551
Current liabilities REEE
Other payables Hoh FE T 5RIB 24 1,745 2,941
Net current assets RBEERE 260,550 68,610
NET ASSETS EEFE 260,551 68,611
Capital and reserves AR RS
Share capital fi& AR 29 156,456 19,536
Reserves A 30 104,095 49,075
TOTAL EQUITY EREE 260,551 68,611

Approved and authorised for issue by the Board of Directors on 21

April 2008

Ha Kee Choy, Eugene

GFT Holdings Limited Annual Report 2007
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Attributable to equity holders of the Company

ANAREREAER
Share  Convertible Accumulated
Share Share Capital options notes equity  Translation profits Minority Total
capital ~ premium reserve reserve reserve reserve (losses) Total interests equity
THEREE ZitEA SERR
B RiEE EARE BRERE BERE EIRE (B8) 4% B EHER
HK$'000  HKJ000  HK$000  HK$000  HK$000  HK$000  HKS000  HK$'000  HK$000  HK$'000
BETT BB BETr AT AETRn  BETn BETr BB A% A%Tn
At 1 January 2006 WZEExE-5-A 15,785 35,193 2,099 — — 1,39 31170 85,646 1,546 87,19
Exchange differenceon ~ RAEBIMIBAR
translation of financial HRRREEMER
statements of overseas  REZFERZ
subsidiaries recognised ~~ EREER
directly in equity - — — — - 1,710 — 1,710 — 1,710
Released on disposal of ~ HENBARHER
subsidiaries - - - — - - - — (161) (161)
(Loss) Profit for the year R (B548) & H - - - - - — (36100 (36610 7 (3653%)
Total recognised income and  AEE B BAKE
expenses for the year g - - - — — 1710 (366100 (34,900) (84) (34,984
Issue of shares upon REERHITEN
placement of shares R 3,000 9,000 - - - - - 12,000 - 12,000
Equity settled share-based ~ DERRB XX 5
payment transactions — — — 1,368 — — — 1,868 — 1,368
Issue of shares upon RiEBRENET
exercise of share options b 751 4799 — (1,868) — — - 3,682 - 3,682
Share issue expense RAETER - (144) - - - - - (144) - (144)
At 31 December 2006 R-EEAE+ZA=1-H 19,536 48,848 2,09 — — 3,109 (5,440) 68,152 1,462 69,614

HgnERERAT —22+a58 31
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Attributable to equity holders of the Company

ANAREREAER
Share  Convertible
Share Share Capital options notes equity  Translation Accumulated Minority Total
capital  premium reserve reserve reserve reserve losses Total interests equity
THRES SRR
RE  hRfEE EARE BRERE BERE EIRE ZHEE 4% B EHER
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BETn  BMTn  BMTr BNt B¥Tn BNt B¥Tn  RMTn  BETn EETr
At 1 January 2007 WZE5tE-F-A 19,536 48,848 2,099 — — 3,109 (5,440) 68,152 1,462 69,614
Released on disposal of ~ HENEATHER
subsidiaries - - — — — (3,109) — (3,109 (71) (3,180)
Loss for the year AEEFE - - - - - — (73579 (73579)  (1391)  (74970)
Total recognised income and  AEE B BAKE
expenses for the year am - - - - - (3109) (735790 (76,688) (1,462)  (78150)
Issue of shares upon REERNTES
placement of shares (3 10,250 32710 — — — - — 42,960 - 42960
Equity settled share-based ~ WERRB AR5
payment transactions — — — 2282 — — — 2282 — 2282
Issue of shares upon RAEBRENED
exercise of share options k{3 828 6,086 - (2,282) - - - 4632 - 4632
Issue of convertible notes &7 EREE — — — — 4361 — — 4361 - 4361
Issue of shares upon RAATREZED
conversion of Bk
convertible notes 8500 26,032 — - (4,361) — — 30,171 — 30,171
Rights issue 1 117,342 61,017 - — — - — 178359 — 178359
Share issue expense RA%TER - (6,595) - - - - - (6,595) - (6,595)
At 31 December 2007 R-EEtE+ZA=1-H 156,456 168,098 2,09 - — — (79,019) 247,634 — 247634

GFT Holdings Limited Annual Report 2007



2007 2006
—EELF —ETRF
HK$'000 HK$'000
BT T BEE T IT
Cash flows from operating activities REXBHEBBEERE
Loss before taxation BRELRTEE (74,799) (36,457)
Adjustments for: RTYSIEAE
Depreciation of property, Y - B NEE
plant and equipment e 1,901 5,336
Impairment loss recognised in BB ERFKFER 2
respect of trade receivables B E 1R — 1,451
Impairment loss on goodwill EESNERIEY i 4,201 1,136
Provision for obsolete inventories RETFTERB — 1,516
Loss on assignment of an amount HEMB QA REE
due from a subsidiary upon FEWGRIE 2 18
disposal 68,559 —
Equity settled share-based AR N ENR S
transactions 2,282 1,868
Loss on disposal of property, LEWE  BEK
plant and equipment HEEE 62 42
Gain on disposal of subsidiaries HERB AR (20,413) (355)
Amortisation of prepaid lease AN HEERIBEEE
payments 63 182
Net exchange gain PE 5 U 55 5 58 — (398)
Finance costs % E A 940 930
Interest income FEWA (1,470) (71)
Operating loss before working EEESEBEAT
capital changes L g (18,674) (24,820)
(Increase) Decrease in inventories F& (8 k> (2,289) 16
Increase in financial assets at fair ZATEF ABRER
value through profit or loss 2 WA B N (11,339) —
Decrease in trade and other P U5 B 5K K H b FE UK
receivables IR D 3,285 9,666
Increase in trade and other JE ~F BR 3% K o Ath B A+
payables SRIBIE AN 1,082 4,047
Cash used in operations CEEBSMBARS (27,935) (11,091)
Income taxes refund (paid) R (B B 114 (2,006)
Net cash used in operating EETEMEA
activities R 558 (27,821) (13,097)
Cash flows from investing activities REFEFEB2HERE
Interest received S EUPSN 1,470 71
Purchase of property, plant BEWE  BWELEE
and equipment (44) (4,194)
Deposit paid for acquisition of BEWE  WEREE
property, plant and equipment ZBET & (2,657) —
Net cash outflow from disposal of HENB AR AMEA
subsidiaries REMEFH (4,279) (242)
Net cash used in investing KREEBMEA 2
activities R e 55 (5,510) (4,365)

HSRERERAT —TT+E58% I3



2007 2006
—EELF TETRF
HK$’000 HK$’000
BT T BT
Cash flows from financing activities BMEFEE2BEERE
Net proceeds from issue of new shares #1771 B {0 FT15 2 I8 F 58 221,319 11,856
Issue of shares on exercise of H1TE R M 1T AR D
share options 4,632 3,682
Proceeds from issue of BT R BRI S 5KE
convertible notes 34,000 —
Shares issue expenses I in 17 E& A (6,595) —
Interest paid BEAHE (314) (543)
Proceeds from new interest-bearing ~ #T3& K B (& & 155 1E
borrowings 9,200 10,000
Repayment of interest-bearing EENBEEE
borrowings — (4,262)
Interest element paid on obligations EfTRIEHEEE®E 2
under finance leases FEE (94) (387)
Repayment of obligations under BEREAERR
finance leases (587) (1,656)
Net cash generated from BEEBME A FE
financing activities 261,561 18,690
Net increase in cash and cash ReRESESEZEMEE
equivalents 228,230 1,228
Cash and cash equivalents FHzReRkREEEE
at beginning of year 7,207 6,044
Effect on exchange rate changes fEREE) & — (65)
Cash and cash equivalents FRZESRESEE
at end of year, represented HERBTERERS
by bank balances and cash 235,437 7,207
Analysis of the balances of cashand B¢ RBESESEEBR 2N
cash equivalents
Bank balances and cash IRITHEBR KRS 235,437 7,136
Cash and cash equivalents attributable 3| A3 {EHE Z 3ERB & &
to the non-current assets held EhzRekReEFE
for sale — 71
235,437 7,207

GFT Holdings Limited Annual Report 2007




GENERAL INFORMATION

GFT Holdings Limited (the “Company”) is a limited liability
company incorporated in Bermuda and its shares are listed
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the Company’s registered office
and principal place of business are disclosed in the Corporate

Information section on page 2 of this annual report.

The principal activities of the Company and its subsidiaries
(the “Group”) are trading of toy, gift and premium products

and securities trading and investments.

The financial statements on pages 27 to 111 have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"), which collective term includes all
applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). These financial statements
also include the applicable disclosure requirements of the
Hong Kong Companies Ordinance and the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing

Rules”).

The financial statements for the year ended 31 December 2007
were approved by the board of directors on 21 April 2008.

ADOPTION OF NEW OR AMENDED
HKFRSs

From 1 January 2007, the Group has applied, for the first
time, the following new standards, amendment and
interpretations (the “new HKFRSs”) issued by the HKICPA,
which are first effective for the Group’s accounting period
beginning on 1 January 2007 and are relevant to the Group.

HKAS 1 (Amendment)  Capital Disclosures

HKFRS 7 Financial Instruments : Disclosures

—REHR
BEREERERRR (A2FD) /A—KRE
REAMKL 2 BRAR - EERMHNE B
BRXRHMARAR ([BRM]) LM - ARF
ZEEMEE &R E XM E 2 BN
FREF2AMNRBEHARKE -

ARARNEMBLRR ([REH]) 2 X2 %K
BIA - BREBRNEERIEFEENR

F/ERNAZHBEHRRCERBRE BT
R ([HFBMBHRELER]) MR - &%
SARBRAELEGHAE ([FE G
DEmzBEERZ @R EBM GRS
R A G EANRRE - WEPBHRER
HEEEE R BGRP RBRATESS LW R A
(TEMARA) 2 BRBERE -

® 0> Of

BE_TTALF+_A=1+—BHILFEZW
BREREN _ZFZN\FOA-_+-BHRES
SHUE -

BRI NS ERM R
H2EA

RoFBLE—A—BiE  ARESERE
FEB S AS B2 THIR LR -
AT RRIR ([T BB WS LR - T
KAEE-22LF—A—AHKZ &S
ME RN REREH -

BB gL BAREE
E 15 (BT A)

AN wERER SRTA: BE
EVLi
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ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

The adoption of HKAS 1 (Amendment) and HKFRS 7 has had

no material financial impact on the Group’s results and

financial position in the current and prior accounting periods

but gives rise to additional disclosures in the consolidated

financial statements:

2.1

2.2

2.3

HKAS 1 (Amendment) — Capital Disclosures

HKAS 1 (Amendment) introduces additional disclosure
requirements to provide information about the level of
capital and the Group’s capital management objectives,
policies and procedures. The new disclosures that
become necessary due to this change are set out in note
35.

HKFRS 7 - Financial Instruments :
Disclosures

HKFRS 7 is mandatory for accounting period beginning
on or after 1 January 2007. It replaces and amends the
disclosure requirements previously set out in HKAS 32 -
Financial Instruments : Presentation and Disclosures.
As a result of the adoption of HKFRS 7, the Group’s
financial statements for the year ended 31 December
2007 include expanded disclosure about the significance
of the Group’s financial instruments and the nature and
the extent of risks arising from those instruments,
compared with the information previously required to
be disclosed by HKAS 32.

New and amended HKFRSs that have been
issued but are not yet effective

The Group has not early adopted the following standards
or interpretations that have been issued but are not yet
effective as at 31 December 2007.

GFT Holdings Limited Annual Report 2007
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2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

2.3 New and amended HKFRSs that have been
issued but are not yet effective (Continued)

2. RAFTRRIEETEBUMER
H R @)
23 EHEMEEMRERZTITRE
&I BB EHREER &)

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 8

HK(IFRIC) = Int 11

HK(IFRIC) = Int 12

HK(IFRIC) = Int 13

HK(IFRIC) — Int 14

Notes :

Presentation of Financial
Statements!

Borrowing Costs!

Consolidated and Separate

Financial Statements®

Share-based Payment -
Vesting Conditions and
Concellations!

Business Combinations®

Operating Segments!

HKFRS 2 - Group and
Treasury Share
Transactions?

Service Concession
Arrangements?®

Customer Loyalty
Programmes*

HKAS 19 — The Limit on a
Defined Benefit Asset,
Minimum Funding
Requirements and their
Interaction®

BEGRER
F15E (g

MBmERZ 25

1

Effective for annual periods beginning on or after 1
January 2009

Effective for annual periods beginning on or after 1 March
2007

Effective for annual periods beginning on or after 1
January 2008

Effective for annual periods beginning on or after 1 July
2008

Effective for annual periods beginning on or after 1 July
2009

BB G R BB A
235 (K180
BB G R RARBMITHG
275 (ish) WK°
EBMBEREED UKD ABER Y
F2%% (BETA) R85 B &1
K
EBMBRE EBA 5
FE35% (& sh)
BB BRE 4 4y R
%8I 5 85k
&5 (BB % BEBUBRE
HmERE B 258
ZE®) —EEKETF
—BREFIIR B 12 2 52
&5 (BB % ARG Frar e 2o 3
HmERE
ZE®)
—REF12%
&5 (BB % BERFEM
HmERE
ZE®)
—REFEI3N
&5 (BB % BB G EL
HmERE F19E - AT
ZE®) MmBEEZ
—REFE1R R - &I
BeRER
& B R ERS
BisE -
L RIETAFE-A-HE %GB
4 HART A
° RoBELF-A—BHZERBZ
F IR A
P RZBEN\F-A-BHZERBZ
FEHRA X
¢ RIBENELA-ARZEFBY
4 HART A
s RIBTAFLA-BRZERKBZ
F IR A
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2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

2.3

New and amended HKFRSs that have been
issued but are not yet effective (Continued)

Among these new standards and interpretations, HKAS
1 (Revised) is expected to be relevant to the Group’s
financial statements.

Amendment to HKAS 1 - Presentation of Financial
Statements

This amendment affects the presentation of owner
changes in equity and introduces a statement of
comprehensive income. Preparers will have the option
of presenting items of income and expense and
components of other comprehensive income either in a
single statement of comprehensive income with
subtotals, or in two separate statements (a separate
income statement followed by a statement of other
comprehensive income). This amendment does not
affect the financial position or results of the Group but
will give rise to additional disclosures. Management is
currently assessing the detailed impact of this
amendment on the Group’s consolidated financial
statements.

The directors of the Company are currently assessing
the impact of the other new standards and interpretations
but are not yet in a position to state whether they would
have material impact on the Group’s financial statements.

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

3.1

3.2

Basis of preparation

The measurement basis used in the preparation of these
financial statements is historical cost, except for (1)
certain financial instruments, which are measured at fair
value as explained in note 22 to the financial statements;
and (2) non-current assets held for sales, which are
stated at lower of carrying amount and fair value less
costs to sell as explained in note 13 to the financial
statements.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and all of its
subsidiaries made up to 31 December each year.

GFT Holdings Limited Annual Report 2007
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3 Subsidiaries

A subsidiary is an entity, in which the Company, directly
or indirectly, has the power to govern the financial and
operating policies so as to obtain benefits from its
activities.

Investment in subsidiaries is included in the Company’s
balance sheet at cost less impairment losses. The
carrying amount of investment is reduced to its
recoverable amount on an individual basis. The results
of subsidiaries are accounted for by the Company on
the basis of dividends received and receivable.

All intra-group transactions and balances, income and
expenses are eliminated on consolidation. Unrealised
losses resulting from intra-group transactions are
eliminated in the same way as unrealised profits but only

to the extent that there is no evidence of impairment.

Minority interest represents the portion of the profit or
loss and net assets of a subsidiary attributable to equity
interests that are not owned by the Group and are not
the Group’s financial liabilities.

Minority interests are presented in the consolidated
balance sheet within equity, separately from the equity
attributable to the equity holders of the Company. Profit
or loss attributable to the minority interests are presented
separately in the consolidated income statement as an
allocation of the Group’s results. Where losses applicable
to the minority exceeds the minority interests in the
subsidiary’s equity, the excess and further losses
applicable to the minority are allocated against the
minority interest to the extent that the minority has a
binding obligation and is able to make an additional
investment to cover the losses. Otherwise, the losses are
charged against the Group’s interests. If the subsidiary
subsequently reports profits, such profits are allocated
to the minority interest only after the minority’s share of
losses previously absorbed by the Group has been
recovered.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.4 Goodwill

Goodwill represents the excess of the cost of a business
combination or an investment over the Group’s interest
in the net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units and
is tested annually for impairment, see note 17 to the
financial statements.

Any excess of the Group’s interest in the net fair value of
the acquiree’s identifiable assets, liabilities and
contingent liabilities over the cost of a business
combination is recognised immediately in profit or loss.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the
determination of the amount of gain or loss on disposal.

3.5 Property, plant and equipment

Property, plant and equipment, other than construction
in progress, are stated at cost less accumulated
depreciation and accumulated impairment losses. The
cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use. Repairs and maintenance
are charged to the income statement during the year in
which they are incurred.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.5 Property, plant and equipment (Continued)

Depreciation is provided to write off the cost less
accumulated impairment losses of property, plant and
equipment, other than construction in progress, over their
estimated useful lives as set out below from the date on
which they are available for use and after taking into account
their estimated residual values, using the straight-line
method. Where parts of an item of property, plant and
equipment have different useful lives, the cost or valuation
of the item is allocated on a reasonable basis and
depreciated separately at the following rate per annum:

Buildings Over the shorter of the term
of the prepaid land lease
or 50 years

Leasehold Over the shorter of the term

improvements of the prepaid land lease

or b years
Plant and machinery 20% - 33.33%
Furniture, fixtures
20% - 33.33%

20% - 33.33%

and equipment
Motor vehicles

Assets held under finance leases are depreciated over
the shorter of their expected useful lives or the term of
the leases.

The gain or loss arising on disposal is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in the income
statement.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow the
Group and the cost of the item can be measured reliably.
All other repairs and maintenance are charged to the
income statement during the financial period in which
they are incurred.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.6 Construction in progress

3.6 HETRE

42

3.7

3.8

Construction in progress is stated at cost less
accumulated impairment losses. Cost includes all
construction expenditure and other direct costs,
including interest costs, attributable to such projects.
Costs on completed construction works are transferred
to the appropriate asset category. No depreciation is
provided in respect of construction in progress until it is
completed and available for use.

Prepaid lease payments

Prepaid lease payments are up-front payments to acquire
fixed term interests in lessee-occupied land. The premiums
are stated at cost and are amortised over the period of the
lease on a straight-line basis to the income statement.

Financial assets

The Group’s financial assets include trade and other
receivables, financial assets at fair value through profit
or loss, cash and cash equivalents and investments in
subsidiaries.

The Group’s accounting policy for financial assets other
than investments in subsidiaries is set out below:

(i Financial assets at fair value through profit
or loss

Finance assets at fair value through profit or loss
include financial assets held for trading and
financial assets designated upon initial recognition

as at fair value through profit or loss.

Financial assets are classified as held for trading
if they are acquired for the purpose of selling in
the near term. Derivative financial instruments,
including equity linked investments are also
classified as held for trading unless they are
designated upon initial recognition as at fair value

through profit or loss.

GFT Holdings Limited Annual Report 2007

R TR IIRKARBREEBBRR -
RABEMEEZRBEARZETIZRE
B2 HEMERKA (BEFERAE)
ERTERIBZKAERESELZ
BEEH - AR IR EFEEMR
E HEEHTIRAHMES-

3.7 AN HEERE
TR H B SOR Ty B AR BTG A
o B A 2 AT FOB © LIS R
BB R A AR R B AR B M
Fp Y -

MBEE

REME BB EE R EERERR R
oW HROR R ATER ABSRY
BIBAE  ReRASSEURRK
BRRZEE -

3.8

AEEHMBEE RNHBARZIRE
BRON) 2 @RFEBSRE ST ¢

() BAFEFABZRRZUHE
BE

BRAVFEFABRRRZMBEEERR
RBEEEZHWBEERN P HERE
HERAFEFABREZHMBEE
o

MAEHAHEZBNMBAMBEE
E - REBUBEEIRFKIFESR -
BRIENA F R IEE R A FER
AB#HE - BRTASR T A (BFEK
SHIBRE) TIIRFIEES °



3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

3.8 Financial assets (Continued)

(i) Financial assets at fair value through profit

or loss (Continued)

At balance sheet date, the financial assets are
measured at fair value by reference to price
quotations for equivalent instruments in an active
market provided by financial institutions. Any
changes in fair value are recognised in the income

statement.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial asset at fair value through
profit or loss, except where the embedded
derivative does not significantly modify the cash
flows or it is clear that separation of the embedded

derivative is prohibited.

Financial assets may be designated at initial
recognition as at fair value through profit or loss if

the following criteria are met:

— the designation eliminates or significantly
reduces the inconsistent treatment that
would otherwise arise from measuring the
assets or recognising gains or losses on them

on a different basis; or

—  the assets are part of a group of financial
assets which are managed and their
performance evaluated on a fair value basis,
in accordance with a documented risk
management strategy and information about
the group of financial assets is provided
internally on that basis to the key

management personnel; or
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.8 Financial assets (Continued)

(i) Financial assets at fair value through profit
or loss (Continued)

— the financial asset contains an embedded
derivative that would need to be separately
recorded.

Subsequent to initial recognition, the financial
assets included in this category are measured at
fair value with changes in fair value recognised in
income statement.

(ii) Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables are subsequently measured at
amortised cost using the effective interest method,
less any impairment losses. Amortised cost is
calculated taking into account any discount or
premium on acquisition and includes fee that are
an integral part of the effective interest rate and
transaction cost.

Management determines the classification of its financial
assets at initial recognition depending on the purpose
for which the financial assets were acquired and where
allowed and appropriate, re-evaluates this designation
at every reporting date.

All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions
of the instrument. Regular way purchases of financial
assets are recognised on trade date. When financial
assets are recognised initially, they are measured at fair
value, plus, in the case of investments not at fair value
through profit or loss, directly attributable transaction
costs.

GFT Holdings Limited Annual Report 2007

3. FESHHXBE »

3.8 MBEE #)

() BEAFEFABSRZMEE
E#@)
— BFBMBEERSFED
AR cBRARITET
Ao

ROPHEREL  SREEEER
ZHBEERATEFE WA
FEZEBRINKER AR

(i) ERREWFRIR

B RN B W R TR A P [ T Bk R
EENRZITENBEE - B
W EAERRTISRE - ERNIE
WHRTRE R RAERMN A E
RSB - R EDREREE
IR o ACHE SHAR AN AR R EAATIR
BITEIORERE - UBEEB
REBRNE LR 5RAERK D
ZEHEEM -

EEERTRBAMBEEZBORY
STHEARBTHEYBEEN R Uk
AFARBEBERLT  REHEAHE
et i &l o

MENBEERGEARERAEH

TEAAWBRXZAIHNE - 77T H#
RoBEREEBEZHBEENR
ZAER - NS ERABEEER IR
RFEFE - EREXIFEQTFEG
A& RSN EREREGERS
DRI



3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.8 Financial assets (Continued)

Derecognition of financial assets occurs when the rights
to receive cash flows from the financial assets expire or
are transferred and substantially all of the risks and
rewards of ownership have been transferred. At each
balance sheet date, financial assets are reviewed to
assess whether there is objective evidence of
impairment. If any such evidence exists, impairment loss
is determined and recognised based on the classification
of the financial asset.

Impairment of financial assets

At each balance sheet date, financial assets other than
at fair value through profit or loss are reviewed to
determine whether there is any objective evidence of
impairment. If any such evidence exists, the impairment
loss is measured and recognised as follows:

Loans and receivables

If there is objective evidence that an impairment loss on
loans and receivables has been incurred, the amount of
the loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the
financial asset’s original effective interest rate (i.e. the
effective interest rate computed at initial recognition).
The amount of the loss is recognised in income statement
for the period in which the impairment occurs.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.8 Financial assets (Continued)

Impairment of financial assets (Continued)

Loans and receivables (Continued)

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed to the extent that it does not result in a
carrying amount of the financial asset exceeding what
the amortised cost would have been had the impairment
not been recognised at the date the impairment is
reversed. The amount of the reversal is recognised in
income statement for the period in which the reversal

occurs.

3.9 Financial liabilities

The Group’s financial liabilities include trade and other
payables, borrowings, finance leases obligations and

convertible notes.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
as an expense in finance costs in the income statement.
A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated
as a derecognition of the original liability and the
recognition of a new liability, and the difference in the
respective carrying amount is recognised in the income
statement.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.9 Financial liabilities

(i)

(ii)

(iii)

(iv)

Trade and other payables

Trade and other payables are recognised initially
at fair value and subsequently measured at
amortised cost using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any
difference between the proceeds (net of
transaction costs) and the redemption value is
recognised in the income statement over the period
of the borrowings using the effective interest

method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least twelve
months after the balance sheet date.

Finance lease liabilities

Finance lease liabilities are measured at initial
value less the capital element of lease repayments.
(See note 3.16)

Convertible notes that contain an equity
component

Convertible notes that can be converted to equity
share capital at the option of the holder, where the
number of shares that would be issued on
conversion and the value of the consideration that
would be received at that time do not vary, are
accounted for as compound financial instruments
which contain both a liability component and an

equity component.
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3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.9 Financial liabilities (Continued)

(iv) Convertible notes that contain an equity

component (Continued)

Convertible note issued by the Company that
contain both financial liability and equity
components are classified separately into
respective liability and equity components on initial
recognition. On initial recognition, the fair value of
the liability component is determined using the
prevailing market interest rate for similar non-
convertible debts. The difference between the
proceeds of the issue of the convertible note and
the fair value assigned to the liability component,
representing the call option for conversion of the
note into equity, is included in equity as convertible
note equity reserve.

The liability component is subsequently carried at
amortised cost using the effective interest method.
The equity component will remain in equity until
conversion or redemption of the note.

When the note is converted, the convertible note
equity reserve and the carrying value of the liability
component at the time of conversion, is transferred
to share capital and share premium as consideration
for the shares issued. If the note is redeemed, the
convertible note equity reserve is released directly
to retained profits.

3.10 Cash equivalents

For the purpose of the cash flow statement, cash
equivalents represent short-term highly liquid
investments which are readily convertible into known
amounts of cash and which are subject to an insignificant
risk of changes in value, net of bank overdrafts.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.11 Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue and costs, if applicable, can be measured
reliably and on the following bases.

Sale of goods is recognised on transfer of risks and
rewards of ownership, which generally coincides with
the time when the goods are delivered to customers and
the title is passed.

Interest income from financial asset is accrued on a time
basis, by reference to the principal outstanding and at
the effective interest rate applicable.

Rental income is recognised when the properties are let
out and on the straight-line basis over the lease terms.

3.12 Foreign currency translation

ltems included in the financial statements of each of
the group entities, including subsidiaries are measured
using the currency of the primary economic environment
in which the group entities operate (“functional
currency”). The consolidated financial statements are
presented in Hong Kong Dollars (HK$), which is the
Company’s functional and presentation currency.

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transaction. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation at year-end
exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the
income statement.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined and are reported as part of the fair value
gain or loss. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not
retranslated.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.12 Foreign currency translation (Continued)

On consolidation, the results and financial position of

all the group entities that have a functional currency

different from the presentation currency are translated

as follows:

(a)

(c)

assets and liabilities for each balance sheet
presented are translated at the closing rate at the
date of the balance sheet;

income and expenses for each income statement
are translated at average exchange rates;

all resulting exchange differences are recognised
as a separate component of equity;

upon disposal of a group entity, exchange
differences relating thereto and previously
recognised in reserves are recognised in the
income statement as part of the gain or loss on
disposal; and

goodwill and fair value adjustments on identifiable
assets acquired arising on an acquisition of a
foreign entity are treated as assets and liabilities
of that foreign entity and translated at the closing
rates. Exchange differences arising are recognised

in the translation reserve.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.13 Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, which comprises all costs of
purchase and, where applicable, cost of conversion and
other costs that have been incurred in bringing the
inventories to their present location and condition, is
calculated using the weighted average cost method. Net
realisable value represents the estimated selling price
in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary
to make the sale.

3.14 Club debenture

Club debenture has indefinite useful life and is measured
at cost less accumulated impairment losses.

3.15 Impairment of other assets

At each balance sheet date, the Group reviews internal
and external sources of information to determine whether
its property, plant and equipment, prepaid lease
payments, club debenture and investment in subsidiaries
have suffered an impairment loss or impairment loss
previously recognised no longer exists or may be
reduced. If any such indication exists, the recoverable
amount of the asset is estimated, based on the higher of
its fair value less costs to sell and value in use. Where it
is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable
amount of the smallest group of assets that generates

cash flows independently (i.e. cash-generating unit).
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.15Impairment of other assets (Continued)

If the recoverable amount of an asset or a cash-
generating unit is estimated to be less than its carrying
amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount.
Impairment losses are recognised as an expense
immediately.

A reversal of impairment loss is limited to the carrying
amount of the asset or cash-generating unit that would
have been determined had no impairment loss been
recognised in prior years. Reversal of impairment loss is
recognised in income statement.

3.16 Leases

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

Assets held under finance leases are recognised as
assets of the Group at the lower of the fair value of the
leased assets and the present value of the minimum
lease payments. The corresponding liability to the lessor
is included in the balance sheet as finance lease
obligation. Finance charges, 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 term 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.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.16 Leases (Continued)

Rentals payable under operating leases are charged to
income on a straight-line basis over the term of the
relevant lease.

Lease incentives are recognised in the income statement
as an integral part of the net consideration agreed for
the use of the leased asset. Contingent rentals are
recognised as expenses in the accounting period in
which they are incurred.

3.17 Employee benefits

Defined contribution plans

The obligations for contributions to defined contribution
retirement scheme are recognised as an expense in the
income statement as incurred and are reduced by
contributions forfeited by those employees who leave the
scheme prior to vesting fully in the contributions. The
assets of the scheme are held separately from those of
the Group in an independently administered fund.

3.18 Share-based payment transactions

Equity-settled transactions

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a reserve within equity. The fair value is
measured at grant date using the Black-Scholes pricing
model, taking into account the terms and conditions
upon which the options were granted. Where the
employees have to meet vesting conditions before
becoming unconditionally entitled to the options, the total
estimated fair value of the options is spread over the
vesting period, taking into account the probability that

the options will vest.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.18Share-based payment transactions

(Continued)

Equity-settled transactions (Continued)

During the vesting period, the number of share options
that is expected to vest is reviewed. Any adjustment to
the cumulative fair value recognised in prior years is
charged/credited to the income statement for the year
of the review, unless the original employee expenses
qualify for recognition as an asset, with a corresponding
adjustment to the share options reserve. On vesting date,
the amount recognised as an expense is adjusted to
reflect the actual number of options that vest (with a
corresponding adjustment to the capital reserve) except
where forfeiture is only due to not achieving vesting
conditions that relate to the market price of the Group’s
shares. The equity amount is recognised in the share
options reserve until either the option is exercised (when
it is transferred to the share premium account) or the
option expires (when it is released directly to
accumulated profits). Share-based payment transactions
in which the Company grants share options to
subsidiaries’ employees are accounted for as an increase
in value of investments in subsidiaries in the Company’s
balance sheet which is eliminated on consolidation.

3.19 Taxation

The charge for current income tax is based on the results
for the year as adjusted for items that are non-assessable
or disallowed. It is calculated using tax rates that have
been enacted or substantively enacted by the balance
sheet date.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.19 Taxation (Continued)

Deferred tax is provided, using the liability method, on
all temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. However,
if the deferred tax arises from initial recognition of an
asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither the accounting profit nor taxable profit or loss, it
is not accounted for.

The deferred tax liabilities and assets are measured at
the tax rates that are expected to apply to the period
when the asset is recovered or the liability is settled,
based on tax rates and tax laws that have been enacted
or substantively enacted at the balance sheet date.
Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against
which the deductible temporary differences, tax losses
and credits can be utilised.

3.20 Related parties

A party is related to the Group if

(a) directly, or indirectly through one or more
intermediaries, the party controls, is controlled by,
or is under common control with, the Group; or
has an interest in the Group that gives it significant
influence over the Group; or has joint control over
the Group;

(b) the party is an associate of the Group;

(c) the party is a joint venture in which the Group is a

venturer;
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3.20 Related parties (Continued)

(d) the party is a member of the key management

personnel of the Group or its parent;

(e) the party is a close member of the family of any
individual referred to in (a) or (d);

(f)  the party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in
(d) or (e); or

(g) the party is a post-employment benefit plan for the
benefit of employees of the Group, or of any entity
that is a related party of the Group.

3.21 Segment reporting

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

In accordance with the Group’s internal financial
reporting system, the Group has chosen business
segment information as the primary reporting format and
geographical segment information as the secondary
reporting format for the purposes of these financial
statements.
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3. SUMMARY OF SIGNIFICANT 3. FESHHXBE »
ACCOUNTING POLICIES (continued)

3.21 Segment reporting (Continued) 321 7 HBER @)
DEME X XE - BERAEE

N

Segment revenue, expenses, results, assets and liabilities

include items directly attributable to a segment as well PIEEERBRZY BUARENEE
as those that can be allocated on a reasonable basis to FRAPEEZDFNIEE - 23U
that segment. Segment revenue, expenses, assets and =Y BERABBEREASERN
liabilities are determined before intra-group balances and NAENEBR R AEERNA G HR
intra-group transactions are eliminated as part of the SRARBIREEE MEREAETE
consolidation process, except to the extent that such BRIFHEAEERNARBNE G ER
intra-group balances and transactions are between SERBE—DENAEEHER - 5
Group entities within a single segment. Inter-segment HEERIZEMINEATESEL
pricing is based on similar terms as those available to &R HIET °

other external parties.

Segment capital expenditure is the total cost incurred DEHE AR B ETE G ABB
during the period to acquire segment assets (both —FHHBEE(BHREFREE)M
tangible and intangible) that are expected to be used RUEEFENEEWBRA -

for more than one period.

Unallocated items mainly comprise financial and RFHDENEEXZRREM BRI E
corporate assets, interest-bearing loans, borrowings, tax BE MBER BE - Bigds
balances, corporate and financing expenses. PEIHRMBER -
3.22 Assets held for sale BREHEHEZEE

Assets and disposal group are classified as held for sale BERHEMANNTERBLEERZSM
if their carrying amount is recovered principally through SEFEBRFEMGAMUE KEE 2 RE
a sale transaction rather than through continuing use. B Alg0BEARELE o WEHE
This condition is regarded as met only when the sale is REBrREENLEREE (SEHEA
highly probable and the asset (or disposal group) is BN AR TER EER FERE -
available for immediate sale in its present condition. ZEINWERBELE 2 EE (SHEHA
Those assets (and disposal group), other than financial A (B EERIN IREEERATE
assets, classified as held for sale are measured at the BHERAME ZBEETE -

lower of carrying amount and fair value less costs to sell.

3.23 Discontinued operation 323 EARIEREEK
A discontinued operation is a clearly distinguishable BRI ERE TR E B EK A A
component of the Group’s business that has been disposed BR S ERLE L EXFEARE
of or is classified as held for sale, which represents a HEZER  WARNEBEKSIE
separate major line of business or geographical area of EBHE EER T IR °

operations of the Group.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities

within the next financial year are discussed below:

Estimated useful life and depreciation of
property, plant and equipment

The Group depreciates the property, plant and equipment over
their estimated useful lives and after taking into account of
their estimated residual values, using the straight line method.
The estimated useful life reflects the directors’ estimate of the
periods that the Group intends to derive future economic
benefits from the use of the Group’s property, plant and
equipment. The residual values reflect the directors’ estimated
amount that the Group would currently obtain from disposal
of the assets, after deducting the estimated costs of disposal,
if the assets were already of the age and in the condition
expected at the end of its useful life.

Estimated impairment of goodwill

Determining whether goodwill is impaired required an
estimated of the value in use of the cash-generating units to
which goodwill has been allocated. The value in use calculation
requires the Group to estimate the future cash flows expected
to arise from the cash-generating units and a suitable discount
rate in order to calculate the present value. Where the actual
cash flows are less than expected, a material impairment loss
may arise. During the year, the directors determined that
goodwill has impaired and such impairment has been
recognised in the consolidated income statement.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Estimated impairment of receivables and other
receivables

The policy for the impairment of receivables and other
receivables of the Group is based on, where appropriate, the
evaluation and ageing analysis of accounts. A considerable
amount of judgement is required in assessing the ultimate
realisation of these receivables, including the current
creditworthiness and the past collection history for each debtor.
If the financial conditions of debtors of the Group were to
deteriorate, resulting in an impairment of their ability to make
payments, additional provision for impairment may be
required.

TURNOVER AND REVENUE

Turnover and revenue represent sale of goods at invoiced value
to customers net of return and discounts.

AEEIT AT R HE @

P Lt R 1R e LAt P WK TR 2 i R
(=

S 0 4 PR RO I 1 P TR 2 B T
SR TOIR 5 (A0 FR) 71 S BRER 53 A7 0 14T
TR BT %5 MR IR 2 B 4 P B R AR RS
BEFHABHE - DESEEARBZE
BRBEMNKLE o HAEBEEANNT
WREE - MIBEARESN  ATEEER
SR E A -

ERERNE
B BRSNS T RS EMBRE
B2 HEE -

2007 2006
—EELE —TTREF
HK$’000 HK$'000
BT T BT
Continuing operations FESEETR 132,987 130,085
Discontinued operation (Note 12) BRI EEB (12 — 2,547
132,987 132,632

OTHER INCOME 6. HlkA
2007 2006
—EELE —TTREF
HK$’000 HK$'000
BT T BT

Interest income on financial assets LK ASNER 2

carried at amortised cost WBEEZFERA 1,631 71
Rental income HE WA — 159
Sundry income MIEMA 430 948
2,061 1,178
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SEGMENT INFORMATION

Segment information is presented in respect of the Group’s
business and geographical segments. Business segments
information is chosen as the primary reporting format because
it is more relevant to the Group’s internal financial reporting.

An analysis of the Group’s turnover, operating results, assets,
liabilities and other information by business segment is

presented as below:

Business segments

The Group comprises the following main business segments:
Business Segment Nature of business
activities

1. Toy products trading Sourcing, manufacturing
and manufacturing and distribution of toy,
gift and premium

products

2. Securities trading

and investments

3. Consumer products
trading and
manufacturing (note)

Trading and investing of
marketable securities

Sourcing, manufacturing
and distribution of
consumer products

Note : The disposal transactions of this business segment have been

completed on 22 June 2006, no discontinued operation

presented in the business segments for the year ended 31

December 2007.
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7. SEGMENT INFORMATION (continued)

Business segments (Continued)
For the year ended 31 December 2007

7. 7HER @
E Sk NE))
BE-_EZt+tE+-A=1+—HLEEE

Continuing operations

Toy products Securities
trading and trading and
manufacturing investments Consolidated
mAER EHEE
BEERRE RERE =E
HK$'000 HK$'000 HK$'000
BT T BEE T BT T
Turnover =
Revenue from external customers  #NEBE P UL 28 132,987 — 132,987
Segment results D EBELE (14,343) (746) (15,089)
Unallocated other income KB EAL A 1,177
Unallocated operating RO LS
expenses (11,801)
Loss on assignment of an HE KT E A AR
amount due from a B0 JE GRIE
subsidiary upon disposal el k=] (68,559)
Gain on disposal of subsidiaries HEKE AT 20,413
Finance costs M5 ER (940)
Loss before taxation MREBLATE R (74,799)
Taxation TiIg (171)
Loss for the year TEEFE (74,970)
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7. SEGMENT INFORMATION (continued)
Business segments (Continued)

For the year ended 31 December 2007

7. 7HER @
E Sk NE))
BE-_EZt+tE+-A=1+—HLEEE

Continuing operations

BELEER
Toy products Securities
trading and trading and
manufacturing investments Consolidated
mAER EHEE
BEERRE kEE =E
HK$'000 HK$'000 HK$'000
BT T BT T BT T
ASSETS BE
Segment assets DEBEE 15,606 26,574 42,180
Unallocated corporate assets AOBEARIEE 220,528
Total assets BEBEE 262,708
Liabilities =K
Segment liabilities NEEE 13,269 — 13,269
Unallocated corporate liabilities APEAFIAE 1,805
Total liabilities BEBE 15,074
Other information HEEHR
Capital expenditure: NG
Business segment E Skl 12 — 12
Unallocated items RoBCIE B 32
Depreciation: e
Business segment ESC o] 1,878 — 1,878
Unallocated items KHEIER 23
Amortisation on prepaid lease TERT R E IR 2 B35
payments 63 — 63
Significant non-cash expenses BAFREHAE
(other than depreciation (FeEFE
and amortisation): NH#EE) -
Business segment HEFEHEL 2,282 1,218 3,500
Unallocated items RHOBIER 4,263
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7. SEGMENT INFORMATION (continued) 7.

DEER @)
E Sk NE))

Business segments (Continued)
For the year ended 31 December 2006

HE_ZZAF+-A=1+-HLEEE

Discontinued

operation
Continuing operations BRIE
Consumer
Toy products Securities products
trading and trading and trading and
manufacturing  investments Total manufacturing  Consolidated
MAEM EHFEE HEE®
EERSE Lk @z EERYE wa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
Turnover EEH
Revenue from external INBEP YR
customers 130,085 — 130,085 2,547 132,632
Segment results THEE (26,285) (18) (26,303) (423) (26,726)
Unallocated other income AAOBEMUA 113 — 113
Unallocated operating AOEEERY
expenses (9,269) — (9,269)
Gain on disposal of HERB AR
subsidiaries — 355 355
Finance costs HEER (930) — (930)
Loss before taxation BREAIER (36,389) (68) (36,457)
Taxation ez (76) — (76)
Loss for the year rEEFE (36,465) (68) (36,533)
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7. SEGMENT INFORMATION (continued) 7.

Business segments (Continued)
For the year ended 31 December 2006

D EEE &)
E Sk NE))
BE-_EEARE+-A=1+—HLEEE

Discontinued

operation
Continuing operations BRIE
FRICRET K2EHB
Consumer
Toy products Securities products
trading and trading and trading and
manufacturing  investments Total manufacturing  Consolidated
mEEm BHEE HEEm
BEREE R#E& B BEREE e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETT BT BETT
ASSETS BE
Segment assets DEEE 119,556 408 119,964 — 119,964
Unallocated corporate assets &2 Bt A 71 & & 6,689 — 6,689
Total assets BEPEE 126,653 — 126,653
Liabilities =R
Segment liabilities DEARE 53,684 — 53,684 — 53,684
Unallocated corporate AOBMARIAE
liabilities 3,355 — 3,355
Total liabilities BEER 57,039 — 57,039
Other information Hih &R
Capital expenditure BARRAX 4,194 — 4,194 - 4,194
Depreciation: e
Business segment EX SR 5,112 12 5,124 — 5,124
Unallocated items AOBLIER 212 — 212
Amortisation on prepaid ENHEERIE
lease payments 2 BB 182 — 182 — 182
Significant non-cash expenses A FEIR £ 5L
(other than depreciation (TRERE
and amortisation): R#E)
Business segment E SR 4851 — 4851 26 4877
Unallocated items FAHBIEE 1,136 — 1,136
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SEGMENT INFORMATION (continued)
Geographical segments

The Group’s business is managed on a worldwide basis, but
participates in the principal economic environments as shown
in the table below. Japan and Hong Kong are the major markets
for all of the Group’s businesses. The location of the toy
products manufacturing was in the People’s Republic of China
(the “PRC”) prior to disposal of the toy manufacturing
business.

In presenting information on the basis of geographical
segments, segment revenue is based on the geographical
location of customers. Segment assets and capital expenditure
are based on the geographical location of the assets.

D EEE &)

b & 5 2B

AEE Y EREH T RS - BEEMRD
T&FREEEIEE - AANESAAEE
FE%EHESNE - RIEETAREER
B b ARKFE ((HE]) Al 55 AE R
LR

EE2R0ER D FERE - DBMBRATRER
MPTEERE| D - o AREEME AR A
REEMEMRESD -

Capital

Revenue Total assets expenditure

g EEHRE BERMX

2007 HK$’000 HK$’000 HK$’000
—EELHF BETT BETT BT
Japan SN 84,570 3,189 —
PRC H 22,043 1,568 —
Hong Kong & 11,081 235,175 44
Canada Il 7,589 313 —
Europe B 2,376 325 —
Taiwan =P 2,304 1,104 —
Singapore Frondg 1,631 19,646 —
Others Hith 1,393 1,388 —
132,987 262,708 44

Capital

Revenue Total assets expenditure

g AEMHT EENEER

2006 HK$'000 HK$’000 HK$’000
ZETREF BB T BEE T BETIT
Japan B 52,623 5,534 —
PRC H 32,426 100,722 4,189
Hong Kong =& 35,531 19,136 5
Europe B 4,408 390 —
Taiwan =0 4915 — —
Singapore N 1,834 — —
Others H b 895 871 —
132,632 126,653 4,194

HELBERERLE —TTLFFR
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8. LOSS BEFORE TAXATION

8. BRBATERE

2007 2006
—ZELF —TETNEF
HK$’'000 HK$'000
BT T ok
Loss before taxation is arrived at after Ry 7 BT B B A8 0 Bk
charging (crediting): (5t A) THI&IR -
(a) Finance costs (a) BIKEH
Interest on bank loans and other AFAREREEERE 2IRIT
borrowings wholly repayable BERREMEEZFE
within five years 314 543
Finance charges on obligations REREEK 2 VIKEER
under finance leases 94 387
Interest on convertible notes AR =B 2 A 8 532 —
Total interest expenses on financial LRI AT EZ
liabilities at amortised cost PaERr R 9240 930
(b) Other items (b) HfuiEHE
Staff costs (include directors’ BTN (BIEES
emoluments): B <)
Salaries, wages and other benefits e IEREMET 9,144 17,444
Share-based payment in respect BLI 2 B AR DA AR (D
of share options granted BEM 2R 1,369 1,868
Contribution to defined contribution TE R KA B 2 3R
plans 135 2,362
10,648 21,674
Cost of inventories FERAK 127,924 131,923
Auditors’ remuneration [2 CillikEa 475 897
Depreciation on property, plant W BEREZBZITE
and equipment 1,901 5,336
Amortisation on prepaid lease FEf R E R 2 Bl
payments 63 182
Provision for obsolete inventories PREGE 2 EE — 1,516
Provision for impairment losses REEE 2 #E
— Goodwill (included in — B GrAEAM
other expenses) ) 4,201 1,136
— Trade receivables (included — R GTA
in administrative expenses) TEFAX) — 1,451
Loss on change in fair value of BATFEFAERER
financial assets at fair value ZHBEEC AT
through profit or loss (included EEE GIAEMEY)
in other expenses) 1,218 —
Net exchange losses P& 4 &8 55 1,834 152
Loss on disposal of property, HEWE - BEK
plant and equipment R EE 62 42
Operating lease payments for Y EHEFIE
premises 185 463
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9. DIRECTORS’ REMUNERATION

The emoluments paid or payable to every director for the years

EEME
BE_TZLFER-ZFERF+_A=1—

ended 31 December 2007 and 2006 are set out below: HIEFE  EXNENSNES 2B
T
Salaries,
allowances Retirement
Directors’ and benefits scheme
fees in kinds contribution Total
e EE Bike
ExWwe REWEF B Mt
2007 HK$’000 HK$’000 HK$'000 HK$'000
—EELF BT T BT T BT T BT T
Executive directors: BITES
Ha Kee Choy, Eugene EHA 200 — — 200
Leung Wai Ho 2ER(RZE
(resigned on T+F+H
1 October 2007) —B#T) — 300 6 306
Wong Chung Shun Hihig(RNZE
(resigned on T+F+A
1 October 2007) —H#T) — 270 6 276
Ma Wai Man, Catherine BEHR=Z
(appointed on T+F+H
1 October 2007) —BEZT) — 455 3 458
Non-executive directors: FBMITES -
Chui Chi Yun, Robert EEC 120 — — 120
Lai Wing Leung, Peter BKR 120 — — 120
Lam Kwok Cheong MEE (RZF
(resigned on T+F+A
12 October 2007) + = HET) 100 — — 100
Cheng Yuk Wo BEHM(R=F
(appointed on T+F+H
1 October 2007) —BEZRMT) 25 — — 25
565 1,025 15 1,605
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9. DIRECTORS’ REMUNERATION (continuea)

9. EEME »

Salaries,
allowances Retirement
Directors’ and benefits scheme
fees in kinds contribution Total
e 2R RIk&
EEME REWMRET FTEIE @5t
2006 HK$'000 HK$'000 HK$'000 HK$'000
—ETRF BT T BT T BT T ok b
Executive directors: WITES
Ha Kee Choy, Eugene BHA 200 — — 200
Leung Wai Ho 2R (RZF
(resigned on ZT+F+ A
1 October 2007) =359 — 650 12 662
Wong Chung Shun s (RF
(resigned on T+F+A
1 October 2007) —B#&T) — 585 12 597
Non-executive directors: FBMITES -
Chui Chi Yun, Robert EELC 120 — — 120
Lai Wing Leung, Peter BKER 120 — — 120
Lam Kwok Cheong MEE (R=F
(resigned on Z+F+ A
12 October 2007) + - HET) 120 — — 120
560 1,235 24 1,819
No directors have waived emoluments in respect of the years HEZZLFR T F+A=1—
ended 31 December 2007 and 2006. AIEFETMESHEENMS -
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10. FIVE HIGHEST PAID INDIVIDUALS

Of the five individuals with the highest emoluments in the
Group, one (2006: two) are directors of the Company whose

emoluments are included in the disclosures in note 9 above.

10.

EfusEMEAL

AEBREZENSALEE £ (ZFF
RE ME)ARAEE - HMREHR
LMD - HHIE (ZBEAF - =8)

The emoluments of the remaining four (2006: three) BEaME ATz mT
individuals were as follows:

2007 2006
—ETLHF —ETRF
HK$’000 HK$'000
BET T BT
Salaries, allowances and benefits in kinds ¥4 - 28 R EWEF 1,687 1,723
Retirement schemes contributions BRIRSET B 40 41
Share-based payments VARE 15 2 1+ 1,369 934
3,096 2,698

The emoluments of the four (2006: three) individuals with the
highest emoluments are within following bands:

FZNE(CTERF  =R)Bae ALH
BB T5sE :

2007 2006

—EZELHF —EERF

Number of Number of

individuals Individuals

AE AEL

Nil - HK$1,000,000 Z — % 1,000,0007T 4 2
HK$1,000,001 - HK$1,500,000 711,000,001 7T — &% 1,500,000 — 1
4 3
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11. TAXATION 11. B8

Hong Kong Profits Tax has been provided at the rate of 17.5% BEEFERBEDIZAFEREEREE 2
(2006: 17.5%) on the Group’s estimated assessable profits 1En+F§u%$R/m7F'JJ/MR <17.5% (ZEZREF -
arising from Hong Kong during the year. 17.5%) 5t &
2007 2006
—EELF ZEERF
HK$'000 HK$'000
BET T BT T
Current tax RNEFEMIE
Hong Kong B — 59
Under provision in prior years BEFERETR 171 17
Tax charge for the year REFZFHIE 171 76
Reconciliation of tax expense: HIEMZ ¥R :
2007 2006
—EZLHF —EERF
HK$’000 HK$'000
BT T ok abiv
Loss before taxation b B A ES 18
Continuing operations REREEB (74,779) (36,389)
Discontinued operation (Note 12) BRI EER (FE12) — (68)
(74,779) (36,457)
Income tax at applicable tax rate FEBIRBEEMELT5%E
of 17.5% (2006 : 17.5%) (ZEERF 1 17.5%) (13,090) (6,380)
Non-deductible expenses AR 2 X 12,150 902
Tax exempt revenue T B A (420) (353)
Unrecognised tax losses AERZTRIAEE 1,344 5,240
Unrecognised temporary differences RER 2 ERERR 16 13
Effect of different tax rates of subsidiaries REAMBENAEREE ~
operating in other jurisdictions WBARZHMEER  EE — 637
Under provision in prior years BEFEREBETR 171 17
Tax charge for the year KFERIE 171 76
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12. DISCONTINUED OPERATION

On 22 June 2006, the Group disposed two non-wholly owned

subsidiaries, which manufacture and trade electronic

components and were a separate business segment of the

Group. The disposal transactions have been completed on 22

June 2006, details of the assets and liabilities disposed of are

disclosed in note 33(b) to the financial statements.

An analysis of the results and cash flows of the discontinued

operations included in the consolidated income statement and

the consolidated cash flow statement is as follows:

12.CRIEEEEE
R-EENFEAA-+-R  AEEHER
MR EREREES T L2 I EBHEA N
BAE TAREBEZBIEBHE - 2%
HERXGER_EERNFAAA-Z+=ARE
K HECEERBEZFIBERNAN B H
RWFE33(0)A -

ERIEEEXRBREARBERMGEEREN
BRFTAZKERBRERESHNOT ¢

2006
ZETRF
HK$’000
BT T
Loss for the year from discontinued REECRIEREEE
operation ZEB
Revenue WA 2,547
Gain on disposal of subsidiaries HEMB ARk E
(Note 33(b)) (B 7E33(b)) 355
Expenses > (2,970)
Loss before taxation b B AT ES 1B (68)
Taxation g —
Loss for the year from discontinued AFEDRIEEE
operation E el SE (68)
Cash flows used in discontinued ERULEREXEKFB A
operation ZEERE
Net cash flows used in operating activities &2 /EZEMEA R LR EFHE (114
Net cash flows RemEFE (114

HSRERERAS —T=+a58 11



13. NON-CURRENT ASSETS HELD FOR SALE

On 24 November 2006, the directors announced that the
Company entered into an agreement with a third party on 23
November 2006 to dispose of all its interest in Good Prosper
Trading Limited (“GPTL") and its subsidiaries (“GPTL Group”)
for an aggregate consideration of HK$20,000,000. The
principal assets held by GPTL Group are land use rights in
respect of parcels of land situated in the PRC. The assets and
liabilities of GPTL Group were classified as held for sale as at
31 December 2006. The disposal was completed on 28 June
2007 and details of the assets and liabilities disposed of are

set out in note 33(a) to the financial statements.

The major classes of assets and liabilities of the GPTL Group
classified as held for sale at the balance sheet date are as

follows:

13. 5 FLEZHRBDEE

MR-ZBEXRFE+—A-+WA  E2QHA
REEE=Z TR _TERF+—A=+=H
R — e - ARR{EX#520,000,0007T
4 £ Good Prosper Trading Limited ([GPTLJ)
REWB AR (GPTLER]) 2 234 -
GPTLEBZZZEEAZRMNFREZ L
ZrMERAE - R-ETNF+_A=Z+—
H GPTLEEzEEKABHIBFIED
B oHEFER-ZZTLF AT+ N\HT
B FTHEEZEERBEZFBEHNMBE®R
KHKIE33(a) ©

WEEHE - WTBREL &2 GPTLEE L
AEREEERNT

2006
—EEREF
HK$'000
BETIT
Non-current assets classified as NABEHEZFRD
held for sale BE
Goodwill EES 396
Property, plant and equipment W - BB NEE 13,060
Prepaid lease payments FENHEERIE 5,600
Bank balance and cash WITHEBR LIRS 71
19,127
Liabilities associated with non-current JABELEZHRS
assets classified as held for sale EECHHKAE
Due to a related company (note) FEAT A& A R RIE (i EE) (2,093)
Net assets classified as held for sale JABEHEZEERE 17,034

Note : The amount due was unsecured, interest-free and repayable
on demand. The related company is owned and controlled by
Mr. Leung Wai Ho and Mr. Wong Chung Shun, former directors
and substantial shareholders of the Company.
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14.LOSS ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

The loss attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent
of loss of HK$64,230,000 (2006: HK$18,165,000).

15.LOSS PER SHARE
(@) For continuing and discontinued operations

The calculation of the basic loss per share attributable

14 AR REFEAEBGER

Bt ARRA R 2 SRR R 2 ARA R PRAER
B A EE A 164,230,0007T (—BE
JNAFE 7 #518,165,0007T) ©

15. 8R&EE
() FEARCRILEEXR
DR A (S G R E A

to the equity holders of the Company are based on the TIRBATERGE -
following data:
Loss BB
2007 2006
—EELHF —TTREF
HK$’000 HK$’000
BT T BT IT
Loss for the year attributable to equity FALAGHE AR QA GIAAERE B A
holders of the Company for the FEIEEREAREE 2
purpose of basic loss per share FEEB (73,579) (36,610)
Number of shares BAEE
Number of Number of
shares shares
R EE grr =
'000 ‘000
Fr T A%
(restated)
(& &%)
Weighted average number of UGt E SR EANEIE
ordinary shares for the purpose 2 LB I
of basic loss per share 2,230,179 1,161,941

Note : The number of shares in 2007 and 2006 were adjusted
to reflect the share consolidation of every five shares of
HK$0.01 each of the Company into two shares of
HK$0.025 each and the rights issue on the basis of three
rights shares for every one share, which became effective
on 6 March 2007 and 13 December 2007 respectively.

Diluted loss per share for the years ended 31 December
2007 and 2006 have not been presented because the
impact of the exercise of share options and conversion
of convertible notes were anti-dilutive.

=
0
Rl

P CRELFERCETRFZRMEA LA
BUARM-_ZEZLEF=ARNER-_ZTL
FHt-At=R4&MzRHa0 (FRkk
FREEBS00ITZARBBRD AR
AR AR T (B 7B #60.0257T 2 B 199) R AR
(e -—BRBROERE=REBREN ZE
#) o

HRITEERER A RATRRERZEER
R BUBIBE_FTTLFR-F
ERF+TZRA=+—BIEFEZSREEE
e

HELBERERLE —TTLFFR
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15. LOSS PER SHARE (continued)
(b) For continuing operations

The calculation of the basic loss per share from
continuing operations attributable to the equity holders

15.BREH @
(b) FEREEEK

ARAREERE ARGBRERLEER
ZEBRERNBRIREAT®RE

of the Company are based on the following data: N
Loss 5]
2007 2006
—ZZLF TEERF
HK$’000 HK$’000
BT T BT T
Loss for the year attributable to equity N2 BIAX#E B A JE
holders of the Company HEEBE (73,579) (36,610)
Adjust: PR
Loss for the year from discontinued T4 IFRLEK
operation FEEE — 67
Loss for the purpose of basic loss UG E BB &K
per share from continuing 2 EREREE
operations 2 518 (73,579) (36,543)
The denominators used are the same as those detailed FrAn e Gl AT ESRERESRE

above for basic loss per share.

Diluted loss per share from continuing operations for
the years ended 31 December 2007 and 2006 have not
been presented because the impact of the exercise of
share options and conversion of convertible notes were
anti-dilutive.

(c) For discontinued operation

Basic and diluted loss per share for the discontinued
operation is not applicable for the year ended 31
December 2007.

Basic loss per share for the discontinued operation is
HKO0.01 cent per share for the year ended 31 December
2006 and diluted loss per share for the discontinued
operation is not applicable for 2006, based on the loss
for the year ended 31 December 2006 from the
discontinued operation of HK$67,000 and the
denominator detailed above for the basic loss per share.
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BEREEES -

(c) ERILEREXK

ERIERERBZEREAREEE
BrEAREBE2 _TTLF+ A=
T—BLEFE-

BE_ZTTAF+_A=1T—HLLHF
EeRIEREXB 2 BREREERR
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16. PROPERTY, PLANT AND EQUIPMENT

16. 1% ~ BEKR&RE

Group
S 1]
Furniture,
Leasehold Planand fixtures and Motor  Construction
Buildings  improvements machinery  equipment vehicles in progress Total
il BE A
B¥ VEE R#E EEREE RE KBIR @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETTL BETT BETT BETL BETTL BETTL BETTL
COST A
At 1 January 2006 RZZE/E-A-H 44,649 170 19,181 2221 480 3,410 70,111
Exchange adjustments EH A% 1563 — 441 60 2 119 2,185
Additions b1 3,570 - 570 47 7 - 419
Transfer 22 3,200 — 29 - - (3,495) -
Disposals e - (43) - (22) - - (65)
Eliminated on disposal of HE-ENBRREER
a subsidiary - (74) (49) (75) - - (198)
Reclassified as held for sale ~ EJ|AHABELE (13,576) - - - - - (13,576)
At 31 December 2006 RZEERE+ZA=T-H 39,406 53 20,438 2231 489 34 62,001
Additions b1 - - - i - - 44
Disposals e - (53) - (24) - - (299)
Eliminated on disposal of HEWBD RRHH
subsidiaries (39,406) — (20,438) (1,816) (71) (34) (61,765)
At 31 December 2007 R-EELETZRA=1-H - - - 213 418 - 631
DEPRECIATION it
At 1 January 2006 RZEE/E-A-H 929 85 3310 569 197 — 5,090
Exchange adjustments B A% 70 - 219 %5 1 — 315
Charged for the year AEENE 931 15 3,880 410 100 - 5,336
Disposals e - (16) - (7) - - (23)
Eliminated on disposal of HE-ENBLREES
a subsidiary — (48) (26) (28) — — (102)
Reclassified as held for sale ~ E|ARA(ELE (516) - - - - - (516)
At 31 December 2006 RZEENETZA=1-H 1414 36 7383 969 298 — 10,100
Charged for the year AEENE 268 4 1,364 175 90 - 1901
Disposals e - (40) - (195) - - (235)
Eliminated on disposal of HENBL FEHHE
subsidiaries (1,682) - (8,747) (821) (40) — (11,290)
At 31 December 2007 RZBBLE+ZA=+-8 - - - 128 348 - 476
NET BOOK VALUE FERE
At 31 December 2007 RZBBRLE+ZAZ1-8 - - - 85 70 - 155
At 31 December 2006 R-EERETZA=T-H 37,992 17 13,055 1,262 191 34 52,551
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16. PROPERTY, PLANT AND EQUIPMENT 16.¥1% - BER®RE @

(Continued)
As at 31 December 2006, the net book value of the Group’s RZZBERF+_A=1+—08 " KEEZY
property, plant and equipment included an amount of E e ﬁ%@ﬁﬁ@ﬁ&mﬂﬁ?ﬂ%?
HK$4,800,000 in respect of assets held under finance leases; BEE B 2 BEBA4,800,0007T c NZEE
as at 31 December 2007, no property, plant and equipment +tF+-A=1+—8 - Jﬁ’i%&axﬁ‘?
in respect of assets held under finance leases were included. WEREZRMEMEERFBZEE °
Property, plant and equipment with an aggregate net book RIZBZERFTZA=1+—H - BFREFE
value of HK$42,792,000 were pledged to secure banking BE®A2,792,0007 2 ME - BEMEHE
facilities granted to a subsidiary of the Group as at 31 IR - DUERUR AL BB AR ZIRTTH
December 2006; no property, plant and equipment were BHE R_ZEZELF+_A=1+—H I
pledged as at 31 December 2007. AR - BB R ERE -
17.GOODWILL 17. 58
Group
KEH

HK$’000

BEEFIT
COST AR
At 1 January 2006 RZEZERF—HA—A 6,642
Eliminated on disposal of a subsidiary & B A Al B8 (909)
Reclassified as held for sale BIRFELE (396)
At 31 December 2006 R-_ZEEXF+_A=+—H 5,337
Eliminated on disposal of subsidiaries HEME A B R (1,136)
At 31 December 2007 R-EZELHE+=-HA=+—H 4,201
IMPAIRMENT 25 iﬁﬁﬁ
At 1 January 2006 R-_ZTZXFE—H—H 909
Eliminated on disposal of a subsidiary uﬂ%ﬁﬁ%ﬁ AR5 8 (909)
Provided for the year REEHRHE 1,136
At 31 December 2006 RZEERF+_A=+—H 1,136
Eliminated on disposal of subsidiaries & B A B B 8 (1,136)
Provided for the year N E B 4,201
At 31 December 2007 R=ZEZEtF+=HA=+—H 4,201
NET BOOK VALUE BREFEE
At 31 December 2007 R-ZEZLtF+=-A=+—H —
At 31 December 2006 R-_ZEERF+_A=+—H 4,201
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17.

18.

GOODWILL (continuea)
Impairment testing of goodwill

Goodwill is allocated to the Group’s cash-generating units
(“CGU") identified according to business segment and country
of operation. The entire amount of goodwill has been allocated
to the toy products trading segment located in Hong Kong.

The recoverable amount of the CGU is determined based on
a value-in-use calculation. These calculation uses cash flow
projections based on financial budgets approved by
management covering a five-year period, and a discount rate
of 7.8% per annum (2006: 7.8%). In 2007, cash flows for the
five-year period were extrapolated using a 4% growth rate
(2006: 10%) in considering the economic conditions of the
market. Another key assumption for the value in use
calculations is the budgeted gross margin, which is determined
based on the unit’'s past performance and management’s
expectations for the market development. Management
believes that any reasonably possible change in the key
assumptions on which recoverable amount is based would
not cause the aggregate carrying amount to exceed the
aggregate recoverable amount of this CGU.

PREPAID LEASE PAYMENTS

Prepaid lease payments represent cost paid for medium term
leasehold land outside Hong Kong. The cost is amortised over
the leasehold period.

As a result of disposal of subsidiaries, no prepaid lease
payments were recorded as at 31 December 2007. As at 31
December 2006, the amount to be amortised more than twelve
months after the balance sheet date amounted to
HK$3,327,000 while the amount to be amortised within the
next twelve months after the balance sheet date of HK$72,000
is included in current assets.

As at 31 December 2006, all the leasehold lands were pledged
to secure banking facilities granted to a subsidiary of the Group.

17.

18.

BE @
BE 2B EAE

BEDDEERBEREDBREEMERR
miERcReELEM (BREEEEM]) -
2R HBERDEEMNRNE L ZIIAER

“é:’ n:n/\_LB

ReEf Bz lbeBREREERFE
EETE - RAEEAEE B2RERAIN
REEBMEZDE Az YHEERE
F78% (ZETNRF  78%) 2HBRRRE

o HEZETLF  RRAFZHEREUU
4% (ZZTENRF - 10%) BERHETE » i
BRITSHNEERE - FREENEEZS

—HRIERRR/AEENEX - DIREMBE
RENEEEHMSERCHLEE - &1
BRELAFTKESBRENZBRERZE
BEEEE TS| ZHRSELAFEN AR
EEBBEAETTREEE -

BN HEERE

1B T B B Ty SR B B 90 2 o AR
i B © ZRA RS R
# o

REEWBARE  RZET+F+=-A=
+—HIEEEBENHERE - RZZTER

F+—-A=+—8" %%ElféﬁJr:{lﬂfé
JBHEEGY 7 T8 A7 H3,327,00007T ¢ 4s

AR+ —EARNA#HEZS
AAARBEE -

IE/%%%WZ,OOOTE

R-ZZEEXF+-_A=+—8 - mEHREL
HWHEBEETE  UERE TAEE—FHHEA
RIZIRTTREREE -

HELBERERLE —TTLFFR
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19. INTEREST IN SUBSIDIARIES

19. R B2 Rz m

Company

KAT
2007 2006
—EELHF —TTRF
HK$'000 HK$’000
BET T BT T
Unlisted shares, at cost RETIRG, R AR 1 1
Equity share-based payment in subsidiaries AR 28 A% ) S+ F S B A &) 3,215 1,868
3,216 1,869
Less: impairment losses B R EEE (3,215) (1,868)
1 1

In accordance with HKFRS 2 Share-based payment, share-
based payment transactions in which an entity receives
services from its employees as consideration for equity
instruments of the entity are accounted for as equity-settled
transactions (see note 3.18). The Company recognises the
grant of equity instruments to its subsidiaries’ employees and
eligible participants amounted to HK$2,282,000 (2006:
HK$1,868,000) as capital contributions to its subsidiaries.

Particulars of the Company’s subsidiaries at the balance sheet
date, which in the opinion of the directors principally affected
the results, assets or liabilities of the Group are set out in note
42 to the financial statements.

GFT Holdings Limited Annual Report 2007

BREBBWHEREERFE2W [ ARMD X
] EABROXAR5H - MRERER
BRHERBINZERBEAED TAELY
B FARIBEUAEREERSH AR (RK
i3.18) - ARRERE THEBEAREE R
EERSEEZRAERSTAEE
2,282,0007T (ZZZRF : #% 1,868,000
T ERRAEMBAREHEARLE -

REER  ARFMBAR (EERREMN
TEAREXE BEXRBEZIMELRD)
ZRHBHR B B WmR M EEA2



20. INVENTORIES

20. 78

Raw material
Work in progress
Finished goods

All inventories, excluding those fully provided for with nil
carrying value, are stated at cost.

. TRADE AND OTHER RECEIVABLES

R
&
B

Group

AEER
2007 2006
—EELHF —ETRE
HK$’000 HK$’000
BT T BT

Group

rEH
2007 2006
—EELF —EETRE
HK$’000 HK$'000
BT T BT
— 4,866
— 1,918
— 391
— 7,175

PERFE (BE28BEMERTEERIN
PN Z VN

21. BRI E 2 fE R IR

Company
AR E
2007 2006
—EELHF —ETRE
HK$’000 HK$'000
BT T BT

Trade receivables
(Note 21 (b))

Less: provision for
impairment of receivables

other receivables
Due from subsidiaries
(Note 21 (a))

JFE U BR 71
(Mf5E21(b)) 8,895 24,457 — —
B U ERIA
VERIERE 2] — (1,451) — —
8,895 23,006 — —

Deposits, prepayments and %% - B &

H A & WK IE 6,651 9,642 627 224
& o B /8§ 2 )

(FizE21(a)) = — 242,361 69,380

6,651 9,642 242,988 69,604

15,546 32,648 242,988 69,604
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21. TRADE AND OTHER RECEIVABLES

(Continued)
(a) Due from subsidiaries

The amounts due are unsecured, interest-free and
repayable on demand.

(b) Trade receivables

The Group allows an average credit period ranging from
30 to 90 days to its trade customers. The ageing analysis
of trade receivables (net of impairment losses for bad
and doubtful debts) as of the balance sheet date is as

21. FE U R R B E A FE UK TR ()

()

(b)

JE Uk Fff B 2~ R FRIE
REREHREEN 2 ERANE
SHBS ( o

P& s B =K
AEEBAESEPHT 2 THER
MNF=+ENATE - REHA - B
YBR 3K (INBR RIEBR 2 MBS 18) 2 BR
BAMT :

follows:

Group

TEH
2007 2006
—EELF TETRF
HK$’000 HK$’000
BET T BT IT
0 to 60 days 0260H 7,374 10,851
61 to 90 days 61290H 535 3,803
Over 90 days 90H M k 986 8,352
8,895 23,006

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group
is satisfied that recovery of the amount is remote, in
which case the impairment loss is written off against
trade receivables directly. The movement in the provision
for impairment of trade receivables is as follows:
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21. TRADE AND OTHER RECEIVABLES
(Continued)

(b) Trade receivables (Continued)

(b) EWERR @)

21. FE U R R B E A FE UK TR ()

Group

rEH
2007 2006
—EEtF ZETRF
HK$'000 HK$'000
BT T BT
At 1 January wn—A—H 1,451 —
Amount written off WiHe (899) —
Eliminated on disposal of a subsidiary 7 & i B 2~ 705 K 35 (552) —

Impairment loss charged to the VEREN TE=ERPNL EnE S

income statement — 1,451
At 31 December W+—A=+—H — 1,451

At each of the balance sheet date, the Group’s trade
receivables were individually determined to be impaired.
The individually impaired receivables are recognised
based on the credit history of its customers. Consequently,
specific impairment was recognised.

The Group allows a credit period from 30 to 90 days to
its trade customers. The ageing analysis of trade
receivables that are past due but not impaired is as follows:

REFBER » AREZEBURERHKIIE
FIEEAGRE - @ER&ERERE
WHIRTDIREBEEF 2 EEE L M
@ o Bt - FERE RSB ERE

AEEAEEZEFHTZVFAEE
HAF=tZ=N1TH - SEHERR
B2 B Z Rk DT

Group

KEE
2007 2006
—ETLHF ZEERF
HK$'000 HK$’000
BET T BT T
Neither past due nor impaired BE R 8 HA 7R R R B 6,396 7,024
1 - 90 days past due #HI1E90H 1,837 10,113
91 - 180 days past due #EAO1ZE180H 294 5,461
Over 180 days past due BEF180H M L 368 408
2,499 15,982
8,895 23,006
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21. TRADE AND OTHER RECEIVABLES
(Continued)

(b) Trade receivables (Continued)

Receivables that were neither past due nor impaired
related to a wide range of customers for whom there
was no recent history of default. Receivables that were
past due but not impaired related to a number of
customers that have a good track record with the Group.
Based on past experience, the management believes that
no impalement allowance is necessary in respect of these
balances as there has not been a significant change in
credit qualify and the balances are still considered fully
recoverable. The Group does not hold any collateral over
these balances.

22.FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

21. FE U R R B E A FE UK TR ()

(b) EWERR @)

BE 4 8 H IR ARORE 2 FE WG TR I R
MHIROESL 2EREF - 2afE
RBME 2 FEYW R IR TS B —HE B A £ (8]
BERNRAERBZEFPEH - 1R
BERLSR  AEEEEERENZE
RBTELZELRERE BERE
EERUBBAEH NERTDAA A
R - NEBE & FERIL ES
BEMERRD -

22%@$Eﬁlﬁ§ﬁt%%ﬁ

Group
AEE
2007 2006
—EELF —TTREF
HK$’000 HK$'000
BET T BT T
Analysis of financial assets at fair BEATVEFAEREZ
value through profit or loss: WMBEEZON :
Held for trading, at market value FIEEE  TT5E
Equity securities listed in Hong Kong EEALMZBRE 7,308 —
Derivative financial instruments PTEemIA
Equity linked investments AR A #8998 & 4,031 —
11,339 —
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23. BANK BALANCES AND CASH

23. RITHEBERRE

Group Company
REH KA F

2007 2006 2007 2006
—ETLE ZEERF —ETLE —EERF
HK$’000 HK$'000 HK$’000 HK$'000
BET T BT BET T BT
Cash at banks and in hand R TEZEIES 6,270 7,136 2,912 1,947
Short-term bank deposits %2 BA4R 1717 3K 229,167 — 16,395 —
235,437 7,136 19,307 1,947

The effective interest rate at the balance sheet date of short-
term bank deposits is charged on interest rates ranging from
1.35% 10 3.95% per annum (2006: Nil). These deposits have
maturity periods ranging from 1 day to 14 days depending on
the immediate cash requirements of the Group.

24. TRADE AND OTHER PAYABLES

REER  BHRRTERZERN XR

1.35%%3.95% 2 G HZ% (

—EEAE M)

— ==

B - REFERZHRALIAEI4BRTE
TIRFAREENSREFREME

24. BRI R E B 7R

Group Company
AEE ¥ VN
2007 2006 2007 2006
—ETLF ZETERF —ETLF ZETERF
HK$’'000 HK$'000 HK$’000 HK$’000
BET T BT T BET T BT T
Trade payables FETBR X
(Note 24 (a)) (B 7E24(a)) 3,900 20,099 — —
Accrued charges and JEET B R REM
other creditors FEfTER X 11,174 17,606 1,745 2,941
Due to related companies  J&{< B33 R &) 5k
(Note 24 (b)) 18 (Ff5¥24 (b)) — 4,827 — —
11,174 22,433 1,745 2,941
15,074 42 532 1,745 2,941
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24. TRADE AND OTHER PAYABLES (continued)
(a) Trade payables

The ageing analysis of trade payables as at the balance
sheet date is as follows:

24. BRI E M EAFIE @)

€))

FEAS BRI

REHEB  BRERZERSTW
T

Group
rEH
2007 2006
—EELF ZEERXR
HK$'000 HK$'000
BT T BT T
0 to 60 days 0&E60H 3,900 5,540
61 to 90 days 61Z90H — 836
Over 90 days Him90H — 13,723
3,900 20,099
(b) Due to related companies (b) EFRBELITRE

The amounts due were unsecured, interest-free and
repayable on demand. The related companies are owned
and controlled by Mr. Leung Wai Ho and Mr. Wong Chung
Shun, former directors and substantial shareholders of
the Company.
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25.INTEREST-BEARING BORROWINGS

25.

R EE

Bank loans, secured

Less: Current portion due within
one year included under
current liabilities

Non-current portion included

under non-current liabilities

BEMIRITER

B IRRBRE N ZR
—ERBBZRB A

FIRERBBET Z
EE L)

The bank loan as at 31 December 2006 was interest-bearing

at 7.254% per annum and repayable within 1 year. The loan

was secured by certain leasehold land and buildings held by

the Group in PRC and personal guarantee by Mr. Leung Wai

Ho, a former director and substantial shareholder of the

Company.

Group

AEE
2007 2006
—EELHF —EERF
HK$’000 HK$'000
BT T ok v
— 8,800
— 8,800

= (8,800)

R-ZEERFE+-_A=1+—B2ZHTERIR
7.254% FHFEET BA R —FREE - ZEX
TYAREERFEAIEAEZ2E TRE LA
BFRARRAAESREIEZERFRHRLE
ZEAABERERER -

HSRERERAT —ET+a55 89



26. OBLIGATIONS UNDER FINANCE LEASES

Minimum lease payments

26. MEHERK
Group
AEME

Present value of minimum

lease payments

27.

BEAER BEHERZRE
2007 2006 2007 2006
—EELF —EER —EELF —EER
HK$’000 HK$’'000 HK$’000 HK$'000
BET T BET I BT T BET I
Amount payable: FETFRIE
Within one year —F R 2,043 — 1,813
In the second to fifth E-FEFERF
years inclusive (BIEERME) 1,873 — 1,801
3,916 — 3,614
Future finance charges KRR BFELZ (302) — —
Present value of lease HEBK A
obligations 3,614 — 3,614

Interest rate underlying all obligations under finance leases
as at 31 December 2006 was fixed at 8.4% per annum. No
arrangements have been entered into for contingent rental
payments.

DEFERRED TAXATION

As at 31 December 2007, the Group has unused tax losses of
HK$27,763,000 (2006: HK$52,947,000) available for offset
against future profits. No deferred tax asset has been
recognised in respect of such tax losses due to the
unpredictability of future profit streams. As at 31 December
2007, the tax losses will not expire; as at 31 December 2006,
unused tax losses of HK$22,659,000 will expire if they were
not utilised to set off against the income within five years from

the year in which they arose under the current tax legislation.
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27 . EEBIR

R-ZET+F+_A=+—H x5ENHEAE
REABIEEEE®27,763,000 (ZEF
JNEF - B¥52,947,0007T) AT 8 S R
A B R BELABET A SO T SOR - E kI
BERRAMASVEBBRZEEHBEE -
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28.CONVERTIBLE NOTES

On 23 July 2007, the Company issued convertible notes with
aggregate principal amount of HK$34 million (the “Convertible
Notes”), which were non-interest bearing and would mature
on 23 July 2009 (the “Maturity Date”). The Convertible Notes
were convertible into shares of the Company at conversion
price of HK$0.10 per share (subject to anti-dilutive
adjustments). Unless previously redeemed or converted, the
Company would redeem the Convertible Notes on the Maturity
Date at 105% of the outstanding principal amount.

The convertible notes recognised in the balance sheet were
calculated as follows:

28. AR EE

RIZEZHFLAZ+T=R ARAETAR
& #FE B 34,000,0007T 2 AT # AR = iR (7]
BREZR]) - TRRERDRE  R-TF
NELA-FT=ZB2HTRHE]) - AIEE
BREFRKRGEB0.10T FIERBEAE)
R R BRI © BRIESTAI D EEEI e
B ARRARKREHBEZREERSRZ
105%& @ AT A AR R 4% -

WEEEERNER TRRE R T
FAEE

Group and Company

AEBREAEAT
Liability Equity
component component
EERS % A5 2
HK$'000 HK$'000
BT T BT T
Net carrying amounts on initial recognition #]# #3255 BR B F B 29,639 4,361
Imputed interest expenses HEZAMERAE 532 —
Exercise of conversion rights 1708 ARk (30,171) (4,361)

Net carrying amounts
at 31 December 2007

The fair value of the liability component, included in the
Convertible Notes, was calculated using a market interest rate
for an equivalent non-convertible note. The residual amount
representing the value of the equity conversion component, is
included in shareholders’ equity in convertible notes equity
reserve.

During the year ended 31 December 2007, all Convertible
Notes were converted into ordinary shares of the Company.
Total number of ordinary shares converted was 340,000,000
(Note 29).

Interest expenses on the Convertible Notes are calculated using
the effective interest method by applying the effective interest
rate of 9.75% to the adjusted liability component.

R-ZBEZEt+tE+=A
=+—HEREZFE

HERBBREREAGFAZBERS ZAFETD
BRAFFARBRERZ TGN EFE - HE
KRR E s 2 BENRSB R IIF AR
BERREER BN BRERS

BE_ZTLF T _A=+—HLFE "
BRMBERBE L BKARR AR - EE
7 B4 83 340,000,000% (M 5E
29) -

AR REZ MR ERABRMEL

HEREABEH D KA ERNEI.75%Mm &t
g o
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29. SHARE CAPITAL

29. |7

Numberof shares

Share capital

RBE A % 2
‘000 HK$'000
FB& BT T
Authorised : EE
Ordinary shares LB
At 1 January 2006 and RZEEX—H—ABK
31 December 2008, ZEERFF_A=F+—8"
at HK$0.01 each SRAEER0.01T 50,000,000 500,000
Share consolidation (note a) 54 of (ata) (30,000,000) —
At 31 December 2007, R-EBE+LE+=-A=+—8 "
at HK$0.025 each BRHEEEYK0.0257T 20,000,000 500,000
Issued and fully paid: ERTRHAR
Ordinary shares L m AR
At 1 January 2006, RZZEERF—H—8~
at HK$0.01 each SRAEER0.01T 1,578,540 15,785
Issue of shares upon placing A i & B 10 M B 1T AR D
of shares (note b) (B¥3ED) 300,000 3,000
Issue of shares upon exercise of [ 17150 B AR A T B2 1T AR 1)
share options (note c) (iE9) 75,142 751
At 31 December 2006, R-_ZEEXF+_A=+—H
at HK$0.01 each FREEBE0.01T 1,953,682 19,536
Share consolidation (note a) 10 & o (Fi5Ea) (1,172,210) —
Issue of shares upon placing A B & e 10 M B 1T AR D
of shares (note d & €) (M 3Ed e) 410,000 10,250
Issue of shares upon exercise [ 17150 B AR 4 T B2 1T AR 1)
of share options (note f) (Bt 51) 33,085 828
Issue of shares upon conversion A AT R iR = 4R
of convertible notes (note g) 2171 (Kiste) 340,000 8,500
Rights issue (note h) A% (P 2Eh) 4,693,673 117,342
At 31 December 2007, R-ZEZBtF+=-A=+—8"
at HK$0.025 each BREERK0.0257T 6,258,230 156,456
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29. SHARE CAPITAL (continued)

Notes:

Pursuant to an ordinary resolution passed in a special general
meeting of the Company on 5 March 2007, every five issued
and unissued shares of HK$0.01 each in the capital of the
Company were consolidated into two shares of HK$0.025 each
(the “Shares”) with effect from 6 March 2007.

Pursuant to a placing and subscription agreement dated 11
October 2006, the placing agent agreed to place 300,000,000
shares of the Company held by Charm Management Limited
(“Charm”), a former substantial shareholder of the Company,
at a placing price of HK$0.04 per share. The Company also
agreed to allot and issue 300,000,000 shares of the Company
to Charm at a subscription price of HK$0.04 per share. On 25
October 2006, 300,000,000 shares of HK$0.01 each were
issued and allotted to Charm at a consideration of HK$0.04
per share.

During the year ended 31 December 2006, 75,141,600 shares
of HK$0.01 each were issued and allotted at the exercise price
of HK$0.049 per share pursuant to the options granted under
the share option scheme of the Company.

Pursuant to a placing agreement dated 24 January 2007 (as
amended by a supplemental agreement dated 9 February
2007), 220,000,000 Shares and 120,000,000 Shares were
issued and allotted at a consideration of HK$0.10 per Share
on 14 March 2007 and 11 April 2007 respectively.

Pursuant to a placing and subscription agreement dated 14
August 2007, the placing agent agreed to place 70,000,000
Shares held by Charm at a placing price of HK$0.128 per Share
and the Company agreed to allot and issue 70,000,000 Shares
to Charm at a subscription price of HK$0.128 per Share. On
20 August 2007, 70,000,000 Shares were issued and allotted
to Charm at a consideration of HK$0.128 per Share.

During the year ended 31 December 2007, 33,084,960 Shares
were issued and allotted at the exercise price of HK$0.14 per
Share pursuant to the options granted under the share option
scheme of the Company.

29. HQZIK (&)
5]

a.

ﬁl_l‘t

RER-_ZZ+F= R B 2 AR AR
RIAE LB EWRARE  ARRRAS
BRnkEeREEEB0.0LTZBETIAE
ﬁﬂxf\/\{ﬁ%ﬁﬁﬂxﬁﬂxﬁﬁ%ﬁ% 0257t 2
foﬁ((ﬂxf’ﬁj) “ETEF=ARRAE

>§'r

BERAZTERNF+AT—AZRERRE
% ERENEBEREREESETRRNEE
0.047ELERAR AR —HATEZARE Charm
Management Limited ([Charml) FT#§ & 2
300,000,0000% (&5 ° A A FINFA B iR G
B BERE0. .04 2 RIEE 31T KA
300,000,0000% 2~ A &% 19 F Charm o A =
TEXNF+AZTFHB » CharmELRERE
HmAEEO. 04 2 KRBT R E
300,000,0000% & % &% #0.017T 2 i

1/\ °

BE_ZTRF+-_A=1t—HLEFE R
BARRBREBIESRH ZBRE - %8
B B 10 7 #0.0497T 2 17 6 8 317 R A 3%
75,141,600 R HEEE#0.017T 2 &

1/\ °

*E'Jéf??ti BZ+mAzREwH#
(B-ZZALF-_ANBZHABEME
éT)* —EELF-ATOAR=TEL
¢Eﬂ+ Ao Rl ERE¥0.10T 2 R(E
1T REE220,000,000 &5 &
120,000,0000% l& 53

BE_ZZHFN\ATMHE 2 BE RRER
o RERERERIEEEERER0.128
ﬁ@E%Charmﬁﬁﬁﬁzm 000,000/% A% 5
MARA AR EZREEGRAEE0.1287TH
Charm@E?ﬁ‘&ﬁ‘fﬂ0,000,000HxHxTﬁ o B

TTEFENAZ+H - REREK0.1287T
Z RBrRICharmE1T & A E%70,000,000% i

{/‘\ °

BEZZHF+A=+-HULFE R
BADRERETSEREZBRE - 2T
PRR& B #O. 14T 2 ITEEE BT RALE
33,084,960/& A% 15 -
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29. SHARE CAPITAL (continued)

Notes: (Continued)

On 23 July 2007, the Company issued Convertible Notes with
aggregate principal amount of HK$34,000,000, details of which
is disclosed in note 28. Holders of the Convertibles Notes with
principal amounts of HK$10,000,000 and HK$24,000,000
exercised their conversion rights on 9 August 2007 and 15
November 2007 respectively. Accordingly, a total of
340,000,000 Shares were issued and allotted during the year.

An ordinary resolution was passed in a special general meeting
of the Company on 23 November 2007 to approve a rights
issue on the basis of three rights shares for every one Share
held by the shareholders on the register of members on 23
November 2007 at a subscription price of HK$0.038 per rights
share (the “Rights Issue”). The Rights Issue became
unconditional on 12 December 2007 and 4,693,672,800
Shares were issued and allotted on 13 December 2007 for a
total cash consideration, before share issue expenses, of
approximately HK$178,360,000.

All the Shares issued during the years ended 31 December
2007 and 2006 rank pari passu with the existing Shares in all
respects.
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Hir—
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REZZHELAT+=R ARAFITAE
© #3885 #34,000,0007T 7 AT R R &
ERFBHENNE28 - RZZTLFN
ANBE-ZZ+E+—A+0B  Dh%E
BEAREFEEK10,000,000 KEH
24,000,0007¢ 2 A #& e R 35 B ATTE R
2 B - Bt FRE BT R
340,000,000/% iz 17 °

RZZBELE+ A +=AZARARE
FRIRKE L —HEEBRAREESER N
AR R E SRR 7B % 0.038 T
T BERR-TBTRLF+—AZ+=
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30. RESERVES 30. f#f&
Company
KA
Convertible Share
Share Contribution notes equity options  Accumulated
premium surplus reserve reserve losses Total
TRREE
R EE EdRs Raff BRERE BRI @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETTL BETT BETTL BETTL BB BETL
At 1 January 2006 RZEE 5-F-H 35,193 49,948 — — (31,556) 53,585
Issue of shares upon REERDTET
placement of shares B’ 9,000 — — — — 9,000
Equity settled share-based DERROEER S
payment transactions — — — 1,868 — 1868
Issue of shares upon RiTEBRE
exercise of share options mETRG 4799 — — (1,868) — 2931
Share issue expense ROETER (144) - - - — (144)
Loss for the year KEEEE - - - - (18,165) (18,165)
At 31 December 2006 RZEE F+-A=1-8 48 348 49,948 — — (49,721) 49,075
Issue of shares upon REERNTET
placement of shares B’ 32,710 — — — — 32,710
Equity settled share-based DERROEER S
payment transactions — — — 2,282 — 2,282
Issue of shares upon RiTEERE
exercise of share options mETRG 6,086 — — (2,282) — 3,804
Issue of convertible notes BIUBRRER — — 4361 — — 4,361
Issue of shares upon ARATHRER
conversion of 3
convertible notes 26,032 — (4,361) — — 21,671
Rights issue itk 61,017 — — — — 61,017
Share issue expense RAOBTER (6,595) — - - — (6,595)
Loss for the year TEEEE - - - - (64,230) (64,230)
At 31 December 2007 RZESLE+-A=1+-H 168,098 49,948 - - (113,951) 104,095
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30. RESERVES (continued)

31.

The contribution surplus represented reduction in issued
capital pursuant to a capital restructuring in 2004. Under the
Company Law of Bermuda, the contributed surplus of the
Company is available for distribution. However, the Company
cannot declare or pay a dividend, or make a distribution out
of contributed surplus if:

a. it is, or would after the payment be, unable to pay its
liabilities as they become due; or

b.  the realisable value of its assets would thereby be less
than the aggregate of its liabilities and its issued share
capital and share premium accounts.

SHARE OPTIONS

Pursuant to the resolution passed at a special general meeting
held on 17 September 2004, the Company adopted a new
share option scheme (the “Scheme”). The Company operates
the Scheme for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operations. The eligible participants of the
Scheme include the Company’s or its subsidiaries’ executive
directors, non-executive directors and employees, and any
business consultants, agents, financial or legal advisers and
any other persons who the Board consider, at its sole
discretion, will contribute or have contributed to the Group.

The grant of share options should be accepted within 30 days
from the date of the grant, at a consideration of HK$1, being
payable by the grantee upon the acceptance of grant. The
options may be exercised at any time within the period
commencing from the date of grant of the options and expiring
on the date determined by the directors, but in any event such
exercise period shall not exceed a period of ten years
commencing on the date the relevant option is deemed to be
granted.

The exercise price of the share options was determinable by
the directors, but was not able to be less than the higher of (i)
the closing price of the shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant, which must be a
business day; (ii) the average closing price of the shares as
stated in the Stock Exchange’s daily quotation sheet for the
five business days immediately preceding the date of grant
and (iii) the nominal value of the Company’s share.
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31. SHARE OPTIONS (continuea)

Pursuant to the Scheme, the maximum number of shares in
the Company in respect of which options may be granted when
aggregated with any other share option scheme of the
Company is not permitted to exceed 127,854,000 shares,
representing 10% of the issued share capital of the Company
as at the date of adoption of the Scheme. Subject to the issue
of a circular and the approval of the shareholders of the
Company in general meeting and/or such other requirements
prescribed under the Listing Rules from time to time, the Board
may refresh the limit at any time to 10% of the total number
of shares in issue as at the date of approval by the shareholders
of the Company in general meeting. Notwithstanding the
foregoings, the shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised under
the Scheme and any other share option schemes of the
Company at any time shall not exceed 30% of the shares in
issue from time to time.

No option may be granted to any person if the total number of
shares of the Company already issued and issuable to him
under all the options granted to him in any 12 month period
up to and including the date of grant exceeding 1% of total
number of shares in issue as at the date of grant. Any further
grant of options in excess of this 1% limit shall be subject to
the issue of a circular by the Company and the approval of
the shareholders in general meeting. Such participant and his
associates (as defined in the Listing Rules) abstaining from
voting and/or other requirements prescribed under the Listing
Rules from time to time. Options granted to substantial
shareholders or independent non-executive directors in excess
of 0.1% of the Company’s share capital or with a value in
excess of HK$5 million must be approved in advance by the
Company’s shareholders.

31. B &)

REBZ AR L 2 BREER AR RIE
It B AR BRI BE R H & TS A A A
h &= 8B T 5B 127,854,0000% © 15
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HE(FHE2EALTREBBAL(ERR L
MRA) BARERSR) &/ ETRAITE
BEZHMBEMR - WX T EERRIE
VHMITESCBREBBARRRAZ
0.1% =k E{E 2R % ¥ 5,000,0007T R4 7E
EARRBIRRESLLA

HGRERERAS —22+a58 93



94

31. SHARE OPTIONS (continued)
(@) Movements in share options

The following table discloses movements of the

31. B &)
(a) BRE-2T
THRBBAER A D 7 I

Company’s share options during the year. E
Number of share options
BREHE
Granted Exercised At 31
Date of Exercise  Exercise At 1 January during during December
grant period price 2007 the year the year 2007
RZ2BLE R-2BtHF
RHAE TN k& -fA-H EREH ERfTE t=A=t-A
(note) (note)
(B3t (F3E)
HKS
BT
Employees 13 January 2007 13 January 2007 to 0.140 — 19,850,976  (19,850,976) —
&8 12 January 2009
“ZTHE-A+=A CZEStE-At+=HZ
“ZENE-RTZH
Others 13 January 2007 13 January 2007 to 0.140 — 13233984 (13,233,934) —
At 12 January 2009
“ZTHE-A+=H CZEStE-At=HZ
“EENE-RTZH
— 33,084,960 (33,084,960 —
Weighted average
exercise prices (HK$)
MEFHTEE (%) N/A T ER 0.140 0140  NATEA

Note : The exercise price and number of share options granted
during the year were adjusted to reflect the share
consolidation of every five shares of HK$0.01 each of
the Company into two shares of HK$0.025 each which
became effective on 6 March 2007.
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31. SHARE OPTIONS (continuea)
(@) Movements in share options (Continued)

The following table discloses movements of the
Company’s share options during the prior year.

31.

BRE =
(a) BRE-E2SH &)
TEBEEFEAQATBRES 28 -

Number of share options
BREHA
Granted Exercised Lapsed At3l
Date of Erercise  Exercise At 1 January during during during December
grant period price 2006 the year the year the year 2006
RZEERE RZFENE
KA RsE  ARE -A-H ERRL EnfT FR&R TZR=1-H
HKS
BT
Directors 1 December 2004 31 December 2004to  0.0676 7,671,240 — — (7,671,240) —
£z 30 December 2006
“EIMETF-A ZETMET-A=1-RE
ZRERETCR=TH
Employees 1 December 2004 31 December 2004to  0.0676 51,141,600 — —  (51,141,600) —
[E8 30 December 2006
“EIMETF-A ZETMET-A=1-RE
ZRERETCR=TH
16 November 2006 16 November 20060~ 0.0490 — 37570800  (37,570,800) — —
15 November 2008
“EEAEH-ATAR ZEERFT-RtREE
“EENET-ATHA
other 1 December 2004 31 December 2004to  0.0676 43,470,360 — —  (43,470,360) —
it 30 December 2006
“EIMETF-A ZEEMET-A=1-RE
ZEENETIAZTA
16 November 2006 16 November 20060 0.0490 — 37570800  (37,570,800) — —
15 November 2008
“EEAEL-ATAR ZEERFT-RtiEE
“EENET-ATHA
102,283,200 75,141,600  (75,141,600)  (102,283,200) -
Weighted average
exercise prices (HKS)
METFHTEE (B%T) 0.0676 0.0490 0.0490 0.0676 NA MR

At the balance sheet date, the weighted average
remaining contractual life of the Company’s share options
was zero year (2006: zero).

REEE R - AR 2 hIHEF 1 14 #4532
HWBRZEE(CTEERFE T -
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31. SHARE OPTIONS (continued)
(b) Share options exercised during the year

(c)

All share options granted during the year ended 31
December 2007 were immediately exercisable and
exercised at the exercise price of HK$0.140 per share.
The weighted average closing price of the shares of the
Company immediately before the dates on which the
options were exercised was HK$0.191 per share.

Fair value of share options granted during
the year and assumptions

The fair value of the share options granted during the
year is HK$0.0690 (2006: HK$0.0249). The estimate
of the fair value of the share options granted is measured
based on Black-Scholes pricing model. The inputs into
the model were as follows:

Closing price of the shares

at the date of grant HK$0.1450
Exercise price HK$0.1400
Expected volatility 78.55%

Risk-free interest rate 7.75% per annum

Option life 2 years
Expected dividend yield 0.00%
The expected volatility was determined by using the
historical volatility of the share price of the Company

over the previous one year.

The Black-Scholes pricing model has been used to
estimate the fair value of the options. The variables and
assumptions used in computing the fair value of the
share options are based on the directors’ best estimate.
The value of an option varies with different variables of
certain subjective assumptions.
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32.

33.

RETIREMENT BENEFIT SCHEME

The Group operates a Mandatory Provident Fund Scheme
(“MPF Scheme”) for all qualifying employees in Hong Kong.
The assets of the schemes are held separately from those of
the Group in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs to the MPF Scheme,

this contribution is matched by employees.

The employees of the Group’s subsidiaries in the PRC are
members of a state-managed retirement benefit plan operated
by the government of the PRC. The subsidiaries are required
to contribute a specified percentage of payroll costs to the
retirement benefit scheme to fund the benefit. The only
obligation of the Group with respect to the retirement benefit

plan is to make the specified contributions.

During the year, the total amounts contributed by the Group
to the relevant retirement benefit schemes are as follows:

32. RIKBERIFTE
AEEREBEESEREERERIIMER
BaatE (REEFE]) - ZFFEIEERR
KEEESRRR  FRRNERAEHZE
T ARBRABHFMRAZE%FBRESD
AHEEH R - BRMELAERER -

REBERTEKNB AR ZEE AH T EBUT
L BRERRABNEIZKE - ZF
ME R RIARFENAZIEE A2 L RRK
BRI EIHR - ERREAZES - NEEL
RN ET & 2 ME— B ETDEHEEHR -

RAFEE - AEBE A BRKEHE SR
HABFEIT -

2007 2006

—EELF ZETRF

HK$’'000 HK$'000

BET T BT T

MPF Scheme B E AT A 135 210
State-management retirement BIRER ZRIK

benefit schemes 18 F 5T & — 2,152

135 2,362

DISPOSAL OF SUBSIDIARIES

(a) During the year, the Group disposed of its entire interests
in (i) GPTL Group; (ii) GFT Holding Limited and its
subsidiaries (the “GFT Holding Group”); (iii) Capital
Prosper Limited; and (iv) Prosper Services Limited. The
details of assets and liabilities disposed of, total
consideration and an analysis of the net inflow of cash
and cash equivalents in respect of the disposals of the
above subsidiaries are summarised as follows:

3. HENEAT

(@) FAR AEBEEHRG) GPTLER :
(i) GFT Holding Limited K E Bt & A 7
(IGFT Holding& E ) : (iii) Capital
Prosper Limited }& (iv) Prosper Services
Limitedz 2 & iz - B E Lttt
BrAlzcELEEERAE AR
B URBERBESFERAFEL
FEIEBAL AN

HELBERERLE —TTLFFR
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33. DISPOSAL OF SUBSIDIARIES (continued) 3.LHEMBEAAE @

2007
ZBELE
GFT Capital Prosper
GPTL Holding Prosper Services
Group Group Limited Limited Total
GFT Holding
GPTLEE £ @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETL BT BT BT BT
(Note i) (Note ii) (Note iii) (Note iv)
(BIzED) (B zEii) (B &) (Bt 3Eiv)
Net liabilities disposed of AEEMLEY
by the Group: BERE:
Property, plant and equipment nE - BEER 12,970 50,477 — — 63,447
Prepaid lease payments BREETE 5,561 3,375 — — 8936
Club debenture efek — 220 — — 220
Inventories GE — 9,463 — — 9,463
Trade and other receivables PR R 3 H A e M OB — 34215 — 28 34,243
Bank balances and cash RITEHRLES 69 6,815 — 103 6,987
Bank loans RITEE - (18,000) — - (18,000)
Obligations under finance leases HEHERK - (3,027) — - (3,027)
Trade and other payables EREFREMENTE - (29,140) — (19) (29,159)
Amount due to group companies ENEERRTE (17,309) (67,248) — — (84,557)
Amount due to related companies  ENBEARFHAE (2,09) (877) (25) (157) (3,155)
Tax payable ER#HE — (319) - — (319)
(805) (14,046) (25) (45) (14,921)
Minority interests PEURFER — (71) - - (71)
Translation reserve R (1,859) (1,250) - - (3,109)
Attributable goodwill [EEEE 3% — — — 39
(2,268) (15,367) (25) (45) (17,705)
Gain on disposal HERE 4976 15,367 25 45 20,413
Total consideration satisfied by cash BB & X2 ERE 2,708 — — — 2,708
Net cash inflow (outflow) HEREE RS
arising on disposal : AR 3% :
Cash consideration BeRE 2,708 — — — 2708
Bank balances and cash L& 217
disposed of EHLAe (69) (6,315) — (103) (6,987)
2,639 (6,815) — (103) (4,279)
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33.DIS

Notes:

(M)

POSAL OF SUBSIDIARIES (continued)

The Company entered into an agreement in November 2006
to dispose of its entire equity interest in and the amount due
from GPTL Group to the Group (the “Debt”) to an independent
third party, Sky Hawk International Limited (“Sky Hawk”) for
an aggregate consideration of HK$20 million, The principal
assets of GPTL Group are the land use rights in respect of
parcels of adjacent lands situated at Boluo, Huizhou and the
infrastructure erected thereon. HK$2 million was paid by Sky
Hawk upon signing of the agreement and the balance was to
be settled on completion.

Pursuant to the deed of assignment dated 28 June 2007, the
Group assigned the Debt to Sky Hawk. GPTL became indebted
to Sky Hawk in amount of approximately HK$17 million.

Pursuant to the supplemental agreement dated 28 June 2007,
Sky Hawk paid a further sum of HK$2 million and delivered to
the Company a promissory note with a principal amount of
HK$16 million which was interest free, due on 31 December
2007 and secured by the entire issued share capital of GPTL.
Sky Hawk fully settled the amount before the balance sheet
date.

3. HEMBAR @

pi

0]

ﬁu_u‘t

AARRZTERF+— A uhE - HE
HAGPTLEE 28w REKZEE Y
KB ([BE]) PBILE=5Sky Hawk
International Limited ([Sky Hawk]) + 424%
B /A/%&%20,000,0007C - GPTLEBZ £ Z
BEAZBNNBNMEEZR ZHETY
T {5 A R R S b | 2 R o
H A8 #2,000,0007T B R 5T 57 7% a5 B
Sky Hawk X2 5 + 82 R ZE R SERR 4105 ©

BREARAR-ZELF AT N\B2EE
i - AEEK & E®E T Sky Hawk e
GPTL#& R Sky Hawk 2 EH SRE L BB
17,000,0007¢ °

BiE-—ETHENA-HN\BZHERRE -
Sky HawkiE — 2537 {4 % 2,000,0007T X [A)
RAF RN —IEAR S EE A5 116,000,000
TZEREE  WERREERE RZTT
+tF+=—A=+—HEH - WAGPTLEES
BEITIRAEE IR o Sky HawkE R & E B
R 2B A -

HSRERERAS —T2+458 99



100

33. DISPOSAL OF SUBSIDIARIES (continued)

Notes: (Continued)

(ii)

(iii)

(iv)

On 16 April 2007, the Company entered into an agreement
with Innovative Sonic International Limited (“Innovative Sonic”),
a company beneficially owned by Mr. Leung Wai Ho, and
Mr. Wong Chung Shun, former directors and substantial
shareholders of the Company. Pursuant to the agreement, the
Company agreed to sell and Innovative Sonic agreed to
purchase the entire equity interest of and the amount from
GFT Holding Group (the “Loan”) at an aggregate consideration
of HK$2. GFT Holding Group engages in toy manufacturing
and toy trading.

Pursuant to the deed of assignment dated 28 June 2007, the
Group assigned the Loan to Innovative Sonic. Great Force
Technology Limited, a subsidiary of GFT Holding Limited
became indebted to Innovative Sonic in amount of
approximately HK$68.6 million.

On 28 December 2007, the Group disposed of its entire interest
in Capital Prosper Limited, which was inactive, to independent
third parties for an aggregate consideration of HK$2.

On 28 December 2007, the Group disposed of its entire interest
in Prosper Services Limited which was principally engaged in
the provision of management services to the Group, to
independent third parties for an aggregate consideration of
HK$2.
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3. HEMBAR @

BfeE - ()

(i)

(iii)

(iv)

RZZEZLFWMA+AHE - ARAHE
Innovative Sonic International Limited
(lInnovative Sonicl) RT3 ##&% © 2 A FIEHA
REFEERFERRRFSAE KA PR
EEBREE - BERE  ARRRAELE
Minnovative SonicE B E#EE 2 & GFT
Holding®& B ~ ## & FEW 7z 2 7 2 7R
(TEF) - BREBB27T - GFT Holding&
EitsmARERITAES -

BEABAST+F AT N\BZEZR
2iE - NEBE [ Innovative SonicEEE
X o GFT Holding Limited > [ff & 2 ] Great
Force Technology Limited4% % Innovative
Sonic.Z B 15 FE XY /7 % 68,600,0007T ©

R-BELE+=-A=+/\B - KEFEKE
REBEE 2L HE E W Capital Prosper
Limited (B @B& %) 2 2 ES TBLE=
¥ o

R-BBLE+-F-+)\B  KEEKE
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33. DISPOSAL OF SUBSIDIARIES (continued)

(b)

On 22 June 2006, the Group disposed of its entire (b) M=

interests in 51% owned subsidiaries, Thunder Force
Limited and Thunder Tech Electronic Co.,
Thunder Force Limited was engaged in trading and

Limited.

s o E

3. HEMEB AR @
TEAEAA-T-A ¢$@
M E A 51 %I Y BB D
ERBEREA T&LE'-?MHEEE’AT

MEARARKE

manufacturing of electronic components while Thunder BEFEHEEREE  MAEREE
Tech Electronic Co., Limited was inactive. The disposals RAGBINEZESES - BEHES
were completed on 22 June 2006. IEE" ZERNFAAZFTZATK °
2006
ZEERF
HK$'000
BT T
Net liabilities disposed of by AEBEMLEZBEFE
the Group:
Property, plant and equipment W - BEREE 96
Inventories BE 60
Trade and other receivables P U5 B % R L Ath FE LR 1,854
Bank balances and cash RITEHRERS 292
Trade and other payables JE A< B 5 % L Ath B A< BRIE (2,446)
(144)
Minority interests DB R E R (161)
(305)
Gain on disposal - Discontinued HEKE - B&
operation (Note 12) IR %5 (MEEL12) 355
Total consideration satisfied by cash ARSI BRE 50
Net cash outflow arising MR EE 2R SR FE
on disposal :
Cash consideration RERE 50
Bank balances and cash R EZRITEHR KA S
disposed of (292)
(242)

mgngErerass —z2+asg 101
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34.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

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

Foreign exchange risk

The Group is exposed to foreign exchange risk arising from
various currency exposures, primarily with respect to United
States Dollars (“US dollar”) and Renminbi (“RMB”). Foreign
exchange risk arises from commercial transactions and
recognised assets and liabilities. In addition, the conversion
of RMB into foreign currencies is subject to the rules and
regulations of foreign exchange control promulgated by the
PRC government.

Substantial portion of the Group’s revenue is derived in US
dollar and substantial portion of costs are in RMB. Thus, when
the RMB strengthens in value against the HK dollar, as has
occurred in 2006 and 2007, the Group’s operating margins
are negatively impacted unless recovered from customers in
the form of price increases. The HK dollar is pegged to US
dollar and thus foreign exchange exposure is considered as
minimal. The Group currently does not have a foreign currency
hedging policy.

As at 31 December 2007, if HK dollar had weakened/
strengthened by 5% against RMB, with all other variables held
constant, loss after tax for the year and accumulated losses
would have been HK$109,000 (2006: HK$132,000) lower/
higher, mainly as a result of foreign exchange gains/losses on
translation of RMB denominated trade receivables and trade
payables.
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34.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Interest rate risk

The Group has no borrowings which bear fixed or floating
interest rate except for the bank borrowing and finance leases
of the former subsidiaries which have been disposed of by
the Group in June 2007. The risk of change in interest rate in
this respect is insignificant.

The Group has no significant interest-bearing assets except
for deposits held in banks, the Group determined that the
reasonably possible change in interest rates on bank deposits
in the coming twelve months had been 0.5%. As at 31
December 2007, if interest rates on bank deposits had been
0.5% higher/lower, with all other variable held constant, the
Group’s loss after tax for the year and accumulated losses
would decrease/increase by HK$1,177,000 (2006:
HK$36,000).

Equity price risk

The Group is exposed to equity price risk arising from its
investments in equity securities, equity linked investments
which are classified as at fair value through profit or loss. The
Group manages this exposure by maintaining a portfolio of
investments with different risk and return profiles.

As at 31 December 2007, if equity prices had been 5% higher/
lower, with all other variables held constant, the Group’s loss
after tax for the year and accumulated losses would have been
HK$567,000 (2006: Nil) lower/higher. There will be no impact
on other components of equity.

Credit risk

Credit risk refers to the risk that debtors will default on their
obligations to repay the amounts owing to the Group, resulting
in a loss to the Group. The Group has adopted procedures in
extending credit terms to customers and in monitoring its credit
risk.

M. cHEAMREEEZERBE @

R @k
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RAZRITEERBERES  AEE A E
tEENBEE S FBFIREE - st s - F
REHRERITERX o
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rEWE $EIEA$¢FZB$$R&J%%§&
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34.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Credit risk (Continued)

The Group’s credit policy practices include assessment and
valuation of customer’s credit reliability and periodic review of
their financial status to determine the credit limits to be
granted.

As at the balance sheet date, the Group has no significant
concentration of credit risk, with exposure spread over a
number of customers and counter parties.

Trading of investment securities and derivative financial
instruments, including equity linked investments, are mainly
entered with counterparties with sound credit rating and the
management does not expect any investment counterparty to
fail to meet its obligations. In this regard, the Group does not
expect to incur material credit losses on managing financial
instruments.

There is no significant credit risk in relation to the Group’s
cash and cash equivalents as bank balances and cash are
placed with reputable banks and financial institutions with
good credit ratings.

The maximum exposure to credit risk at the balance date is
the carrying amount of each class of financial assets.
Liquidity risk

In managing liquidity risk, the Group maintains sufficient cash
and cash equivalents to finance its operations, investment
opportunities and expansion. The Group finances its working
capital requirements mainly by funds generated from
operations and from fund raising activities such as placement
and rights issue. The Group has net current assets of
HK$247,479,000 and HK$11,116,000 as at 31 December
2007 and 2006 respectively. In the opinion of directors, the
Group’s exposure to liquidity risk is limited.

As at 31 December 2007, the Group’s financial liabilities
(including trade and other payables, current portion of interest-
bearing borrowings and current portion of obligation under
finance leases), amounted to HK$15,074,000 (2006:
$53,145,000), will be settled within 12 months (2006: 12
months) from the balance sheet date. Non-current portion of
obligation under fiance leases amounted to Nil (2006:
HK$1,801,000) will be due in the second to fifth years
inclusive. Based on the assessment of the Directors, liquidity
risk encountered by the Group is minimal.
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34.FINANCIAL RISK MANAGEMENT 4. TREREERBREK @
OBJECTIVES AND POLICIES (continued)

Fair value risk NEERE

The fair value of the Group’s current financial assets and REBEBRS s WBEERYFEE R K
liabilities are not materially different from their carrying REARE S - RE AT EHEEEREL
amounts because of the immediate or short term maturity. mBEBARER -

Summary of financial assets and liabilities by RERNE S 2K EEREERE
category

The carrying amounts of the Group’s financial assets and RZBEE+FR BT RFT+_A=+—H
liabilities as recognised as at 31 December 2007 and 2006 BHRAZAEEUBEERBBZEREER]
may be categorised as follows. See notes 3.8 and 3.9 for BATIER FHSRIT A HEARS
explanations about how the category of financial instruments HiEFEswE  RWE3.8R3.9 2 E -

affects their subsequent measurement.

Group
KEH
2007 2006
—ZELF —ETREF
HK$’000 HK$'000
BT T BT IT
Financial assets BKEE
Club debenture R — 220
Bank balances and cash RekBR2EE 235,437 7,136
Financial assets at fair value BATFEFTABRIR
through profit or loss ZHBEE 11,339 —
Loans and receivables: BERREWEIE
Trade and other receivables JE AT BR R N L A U FRIE 12,889 32,648
259,665 40,004
Financial liabilities kA E
At amortised cost: REESHRC N
Current liabilities mENEE
Trade and other payables JE A B 3R B L A JE A< SR IE 15,074 42,532
Current portion of interest-bearing WefEE ZBEE >
borrowings — 8,800
Current portion of obligation BEMEER 2 BEIE
under finance leases — 1,813
15,074 53,145
Non-current liabilities ERBEE
Non-current portion of obligation &M E B 2 IERN AR
under finance leases — 1,801
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35.CAPITAL MANAGEMENT

The Group’s objectives when managing capital are:

o to safeguard the Group’s ability to continue as a going
concern, so that it continues to provide returns for
shareholders and benefits for other stakeholders;

o to support the Group’s stability and growth; and

o to provide capital for the purpose of strengthening the

Group’s risk management capability.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future capital
requirements of the Group and capital efficiency, prevailing
and projected profitability and projected operating cash flows.
The Group currently has not adopted any formal dividend

policy.

Management regards total equity as capital for capital
management purpose. The amount of capital as at 31
December 2007 and 2006 amounted to approximately
HK$247,634,000 and HK$69,614,000 respectively, which
management considers as optimal having considered the
projected capital expenditures and the projected strategic
investment opportunities.
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36. RELATED PARTY TRANSACTIONS

In addition to the transactions/information disclosed elsewhere

36. BEALRS
BUSEMBREAMEGHRRLX S, E

in these financial statements, during the year, the Group had BN FRAREEEBEEATH#ET TR
the following transactions with related parties. 5 o
2007 2006
—EELHF —EEREF
Related party relationship Nature of transactions HK$’000 HK$'000
BERE A L 2 BAR REMHE BETT BT T
Key management Compensation
personnel, including S
directors (note) Short-term benefits 2,991 3,021
FTEFEAE - %2 BpE A
BIEES (i) Post employment benefits 31 48
BB 12 48 A
3,022 3,069
Companies under common Administrative
control by executive directors expenses paid:
and shareholders of the EMTERAY
Company — security 155 403
RERRBRITESERRE RE
HEEHZRF — Staff welfare 128 157
SETEN
— transportation 52 39
38
335 599
Sales of goods
HEEM — 84

sl - EERETBTBRABZHENEESRT
AR R TIZBBMET

Note : The remuneration of directors and key executives is determined
by the board of directors having regard to the performance of
individuals and market trends.

37.CAPITAL COMMITMENT 37. G ARIE
As at 31 December 2007, the Group had capital commitment N-EZ+F+—-A=+—H ~AEBELHHY

in respect of expenditure on property, plant and equipment of
approximately HK$15,056,000 (2006: nil) contracted but not
provided for in the financial statements.

W% - B R 2 BTN EARRI
RS 08 A AR 407 1 15,056,0007E (=
TEAG M)
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38. OPERATING LEASES

The Group as lessee

Operating lease payments represent rentals payable by the
Group for certain of its warehouses and office premises and
photocopying machines. Leases are negotiated for an average
term of two to five years (2006: two years) and rentals are
fixed during the lease period.

At the balance sheet date, the Group had total future minimum
lease payments under non-cancellable operating leases, which
are payable as follows:

38. K&€HE
AEBEEREBEA
@R A R BN B T AR
REWEURVEORZHES ﬁmz%m$

BHEMAMERF (CETRF - WF) -
SRHEEHADEE -

REHRB - AEBERETAIBEHEEHORN
THHEZ R RZE D ERNESEEDT ¢

2007 2006
—EZELHF —EERF
HK$’000 HK$'000
BETT ok e
Within one year —ilﬁq 466 300
In the second to fifth year inclusive FEF(RIEEEMT) 403 157
869 457
The Group as lessor rEBEAEEA

The Group leases out part of its properties under operating
leases with average lease terms of 2 to 3 years. The future
aggregate minimum rental receivables under non-cancellable
operating leases are as follows:

AEBRBEEHEEEL 2B METFI9HE
EHIR2E3F - RETAREEEHEOZK
K EEWESEBENAT

2007 2006

—EELF ZEERF

HK$’000 HK$’000

BET T BT

Within one year —FA — 47
In the second to fifth year inclusive E_ZENF (BEERMSF) — 43
— 90
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39.

40.

PLEDGE OF ASSETS

The banking facilities granted to a subsidiary are secured by
cash deposits and marketable securities with aggregate net
book value of HK$19,103,000 million (2006 : nil) of the
subsidiary as at 31 December 2007.

CONTINGENT LIABILITIES

On 8 October 2004, Mr. Kwok Chin Wing (“Kwok”), a former
director of the Company, commenced legal proceedings (“the
Action”) against the Company in respect of the loans due from
two former subsidiaries of the Company, namely, Rockapetta
Industrial Company Limited and Grand Extend Investment
Limited, for a sum of approximately HK$44.5 million and
accrued interest thereof.

The Action is still pending in the High Court of Hong Kong
SAR. The Company had already completed discovery of all
documentary evidence and exchange of witness statements
as to the fact pursuant to the directions of the Court and also
obtained Counsel’s advice on the pleadings, evidence and
merit of defence in the Action. The Company was ready to
proceed with the trial of the Action since early 2006.

However, Kwok took out applications in the Action in July 2006
for substantial amendments to his Re-Re-Amended Statement
of Claim (“the Amendment Application”) and joinder of party
to the Action (“the Joinder Application”). The Amendment
Application and the Joinder Application had substantially
delayed the setting down of the Action for trial.

The Amendment Application and the Joinder Application were
granted by the Court on 19 April 2007. The newly joined
Defendant had filed his Defence and the Company had also
properly dealt with all consequential amendments to the
pleadings. Discovery and inspection of documentary evidence
between Kwok and the newly joined Defendant were completed
and the Action is now pending the exchange of Witness
Statements as to facts between Kwok and the newly joined
Defendant. It is foreseeable that the Action will set down for
trial after the completion of exchange of Witness Statements
as to facts between Kwok and the newly joined Defendant.

39.

40.

BEEEH
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ZARNEFEARFESFERIAL - A
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40. CONTINGENT LIABILITIES (continued)

41.

Notwithstanding the substantial amendments made to the Re-
Re-Amended Statement of Claim and the joining of a new party
to the Action, the Solicitors and Counsel acting for the Company
still hold good of their advice previously delivered to the
Company. With the benefit of the advice of Solicitors and
Counsel acting for the Company, the directors of the Company
formed the opinion that Kwok does not have a valid claim
against the Company and therefore it is unlikely to have any
material adverse financial impact on the Group.

POST BALANCE SHEET EVENTS

On 3 October 2007, the Company entered into a conditional
placing agreement (as amended by a supplemental agreement
dated 9 October 2007, the “Placing Agreement”) whereby the
placing agent agreed to place on a best effort basis convertible
bonds with aggregate principal amount of up to
HK$300,000,000 to be issued by the Company (the
“Convertible Bonds”). The Convertible Bonds would bear
interest at 4% per annum, mature on the second anniversary
of the issue date and entitle the holders to convert the principal
amount into Shares at an initial conversion price of HK$0.041
per Share. The Placing Agreement, among others, was
approved by the shareholders of the Company at a special
general meeting held on 23 November 2007.

However, because of changes in market conditions after the
approval, certain conditions set out in the Placing Agreement
have not been fulfilled before the long stop date and the Placing
Agreement has thus automatically lapsed on 21 February
2008.
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42. PARTICULARS OF SUBSIDIARIES OF THE

42. XA EIMB R AFE

COMPANY
Effective
Place of Place of Issued and fully percentage Principal
Name of company incorporation operation paid up capital holding activities
WELARER 8 B Lt B Ry CRORMZELS BYEFEEEIHL TEXR
Elite Mind Holdings British Virgin Islands Hong Kong 1 ordinary share 100% Investment
Limited RBREIES NG of US$1 holding
IREEIETZ RERR
Jet Fame Limited Hong Kong Hong Kong 1 ordinary share 100% Inactive
RERBR AT EE EE of HK$1 TEER
IREEEELTZ
LAk
Kennex Investments Hong Kong Hong Kong 1 ordinary share 100% Property holding
Limited EE EB of HK$1 E2ERYES
BEREERAA IREERSITZ
Prosper Overseas Limited Hong Kong Hong Kong 2 ordinary shares 100% Investment
B EINERAF N BE of HK$1 holding
BEEEELIT REZRR
Wellgain Glory Limited British Virgin Islands Hong Kong 1 ordinary share 100% Investment
KERZHS 0 of US$1 holding
IREEIETZ RELR
gl
Wiz Investments Limited Hong Kong Hong Kong 1 ordinary share 100% Security
ZMREARART &E &% of HK$1 trading and
IREEEELITZ investment
K&
Wiz Limited Hong Kong Hong Kong 1 ordinary share 100% Provision of
ZMARAR N B8 of HK$1 management
IREEAE LT services to
LB the Group
mAEE
REER RS
Yanyan Force Limited Hong Kong Hong Kong 100 ordinary shares 60% Trading of toy,
REHE IR A A & BE of HK$1 gift and premium
100 EEAE LT products
LAER mA - -Bak
BEmEMEE

HELBERERLE —TTLFFR
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For the year ended 31 December

BE+-RA=1T—-HLEE

2003 2004 2005 2006 2007
“TE=F -TTNE -TTRE -TTAF —BRLR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFIT  BEFTT BT EBETr BE¥Tx
(restated)
(m&E5)
Turnover =F 4] 86,981 165,291 179,128 132,632 132,987
(Loss) Profit before taxation BB AT (B518) | F (22,586) (1,666) 12,044 (36,457)  (74,799)
Taxation Fia — (1,786) (873) (76) (171)
(Loss) Profit for the year TEE (BB) &7 (22,586) (3,452) 11,171 (36,533)  (74,970)
Attributable to: ik
Equity holders of the Company AR RIERE A (21,421) (6,169) 10,056 (36,610)  (73,579)
Minority interests LR RS (1,165) 2,717 1,115 77 (1,391)
(22,586) (3,452) 11,171 (36,533) (74,970)
At 31 December
R+=ZA=+-—-H
2003 2004 2005 2006 2007
ZEE=F —TEMF —TERE ZTERE ZBTtHE
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
BETFT  BETxT A%FTr A¥FTr B¥Txn
(restated)
(& E7)
Total assets BERTE 47,993 142,168 140,282 126,653 262,708
Total liabilities BEET (10,740) (64,599) (53,090) (57,039) (15,074)
Net Assets EEZRE 37,253 77,569 87,192 69,614 247,634
Equity attributable to equity RRFIRERBA
holders of the Company JEAf HE = 36,523 71,884 85,646 68,152 247,634
Minority interests DB R RS 730 5,685 1,546 1,462 =
Total Equity EREHE 37,253 77,569 87,192 69,614 247,634
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