The registered office of the Company is
located at Clarendon House, 2 Church
Street, Hamilton HM11 Bermuda.

During the year, the Group was principally
engaged in the design, manufacture and
sale of a wide range of toys. There were
no significant changes in the nature of the
Group’s principal activities during the year.

In the opinion of the directors, the ultimate
holding company of the Company is Baxter
Resources S.A., which is incorporated in the
British Virgin Islands, as at 31 March 2002.
Subsequent to the balance sheet date,
Vision Century Group Limited ("Vision
Century”), a company incorporated in the
British Virgin Islands of which is ultimately
held by a discretionary trust, became the
holding company of the Company.

KA A 2 5Pt B L7 Clarendon
House, 2 Church Street, Hamilton

HM11 Bermuda
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The following recently-issued and revised RNTREIRAFE 2 BREFREKA

SSAPs and related interpretations are AR RG] 2 @Rt BB LRI REB
effective for the first time for the current i

year’s financial statements:

- SSAP 9 (Revised): “Events after the balance sheet date”
- S EBENFESR (KEFT): [RKREAKRFEHAE]
— SSAP 14 (Revised): “Leases”

— B EBEAE4RE (REF): [HE]

— SSAP 18 (Revised): “Revenue”
—  EBHEBEAFI8H (LB : Al

- SSAP 26: “Segment reporting”

- SBIEBREAFE265%: [ 54 |

— SSAP 28: “Provisions, contingent liabilities and contingent
assets”

- S EKERFE285: (B IABBERHIAEE]

- SSAP 29: “Intangible assets”

- SBIEBEAFE29%: [T & E |

- SSAP 30: “Business combinations”

- S EBKERFEI0: [ & B

— SSAP 31: “Impairment of assetfs”

- S EBREAFEIIN: [ & ERE |

- SSAP 32: "Consolidated financial statements and accounting
for investments in subsidiaries”

- S EBKERFEI25%: [FEMBRERBNBRARREZ 5t KEE ]

— Interpretation 12: “Business combinations - subsequent adjustment of
fair values and goodwill initially reported”

-  FEE12E: [(PRE0 — BEROPBB A TERBEELZ

8
— Interpretation 13: *Goodwill - continuing requirements for goodwill and

negative goodwill previously eliminated against/
credited to reserves”
-  HEEFI3E: (& — 2R SHARBIEERABEBZEE
23K



These SSAPs prescribe new accounting
measurement and disclosure practices. The
major effects on the Group’s accounting
policies and on the amounts disclosed in
these financial statements of those SSAPs
and Interpretations which have had a
significant effect on the financial
statements are summarised as follows:

SSAP 14 (Revised) prescribes the basis for
lessor and lessee accounting for finance
and operating leases, and the required
disclosures in respect thereof. Certain
amendments have been made to the
previous accounting measurement
freatments, which may be accounted for
retrospectively or prospectively, in
accordance with the requirements of the
SSAP. The revised SSAP requirements have
not had a material effect on the amounts
previously recorded in the financial
statements, therefore no prior year
adjustment has been required. The
disclosure changes under this SSAP have
resulted in changes to the detailed
information disclosed for finance leases
and operating leases, which are further
detailed in notes 21 and 29 o the financial
statements.
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SSAP 26 prescribes the principles to be
applied for reporting financial information
by segment. It requires that management
assesses whether the Group’s predominant
risks or returns are based on business
segments or geographical segments and
determines one of these bases to be the
primary segment information reporting
format, with the other as the secondary
segment information reporting format. The
impact of this SSAP is the inclusion of
significant additional segment reporting
disclosures which are setf out in note 5 to
the financial statements.

SSAP 28 prescribes the recognition criteria
and measurement bases to apply to
provisions, confingent liabilities and
confingent assets, together with the
required disclosures in respect thereof. This
SSAP requires the provisions to be
discounted to their present value at the
balance sheet date, where the effect of
discounting is material. This SSAP has had
no major impact on these financial
statements.

SSAP 31 prescribes the recognition and
measurement criteria for impairments of
assets. The SSAP is required to be applied
prospectively and therefore, has had no
effect on amounts previously reported in
prior year financial statements.

SSAP 32 prescribes the accounting
tfreatment and disclosures for the
preparation and presentafion of
consolidated financial statements, and has
had no impact on the preparation of these
financial statements.
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At 31 March 2002, the Group had net
current liabilities and deficiency in assets
of approximately HKS$238,481,000 and
HK$128,396,000, respectively. The Group
also incurred a net loss from ordinary
activities attributable to shareholders of
approximately HK$59,284,000 and reported
a cash outflow from operating activities of
HK$14,444,000 for the year ended 31 March
2002.

During the year, the Group experienced
financial difficulties and had no unutilised
banking facilities available to support its
normal operational requirements. The
Group also had difficulty in repaying short
term bank loans on ftime. As a result,
certain suppliers and bankers of the Group
filed writs of summons demanding fthe
repayment of amounts due to them by the
Group and petitioned for the winding-up
of certain Group companies.

In order to strengthen the capital base of
the Group and to improve the Group’s
financial position, immediate liquidity and
cash flow and otherwise to sustain the
Group as a going concern, the Group has
(a) implemented a restructuring, involving
a subscription of new shares of fthe
Company and the entering intfo of various
compromise agreements with the Group’s
bankers and other creditors; (b) effected
an open offer; (c) rescheduled the
repayment of the Group’s indebtedness;
and (d) proposed to dispose of a
subsidiary, as further explained below:

R-BZE-_HF=F=+—HB K&EBZ
RBBEFEREEBMADAIOAR
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(o)

Restructuring

During the year, the Group entered
info a subscription agreement with
Vision Century and various
compromise agreements with the
Group’s Hong Kong bankers (the
“Bank Group”) and with other
creditors of the Group which related
to a restructuring plan (the
“Restructuring”). Summary particulars
of the Restructuring are set out
below:

) Subscription agreement with
Vision Century

On 1 February 2002, the
Company entered into a
subscription agreement for the
subscription of 3,000,000,000
ordinary shares of HKS$0.01
each at par by Vision Century,
subject to and on the terms
and conditions stated therein.
Upon completion of the
subscription agreement, cash
proceeds of HK$30,000,000,
before related expenses, were
receivable by the Company
for the issuance of new
ordinary
subscription agreement was
completed on 16 May 2002
(see note 32(iii)).

shares. The
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F N A5 E HEVision Century
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(o)

Restructuring (Continued)

@n

Compromise agreement with
the Bank Group

Pursuant to a bank
compromise agreement
entered into by the Group and
the Bank Group on 1 February
2002, the Bank Group would
release and discharge the
Group from all of its obligations
and liabilities in respect of ifs
bank borrowings advanced by
the Bank Group (including
principal and interest)
outstanding as at completion
date of the bank compromise
agreement and release the
guarantees given by the
Group in favour of the Bank
Group, subject fo and on the
terms and conditions stated
therein. In consideration of this,
the Bank Group would (i)
receive a payment in cash by
the Company of
approximately HK$20,039,000;
and (ii) be issued convertible
notes with an aggregate
principal amount of
HK$6,500,000 repayable by 3
equal instalments over 3 years.
The first instalment will be
settled by the Company on or
before 17 May 2003. On the
basis of the fotal borrowings
owed by the Group to the
Bank Group of approximately
HK$103,104,000 as at 31 March
2002, an aggregate amount of
approximately HK$76,565,000
of the bank indebtedness
would be waived by the Bank
Group.

(a)
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(o)

Restructuring (Continued)

(i)

In addition, the Group’s
bankers withdrew their legal
proceedings against the
Group to demand for
immediate repayment of
overdue borrowings and
interest thereon, and their
winding-up petitions against
the Group.

Compromise agreement with
other creditors

The Group entered into a
compromise agreement with a
Mainland PRC entity (the “PRC
Entity”) owned by the PRC
government in respect of
seftlement of a claim of
approximately HK$23,038,000
by way of (i) a cash payment
by the Company of
approximately HKS$2,056,000;
and (ii) the issue by the
Company of a convertible
note on or before 31 July 2002
in the principal amount of
HK$16,000,000 repayable on
the second anniversary of its
issuance.

(a)
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(i)
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(o)

Restructuring (Continued)

In addition, the Group entered
info compromise agreements
with 30 creditors who are
primarily suppliers and frade
creditors of the Group to settle
the outfstanding amount of
approximately HK$11,300,000
in aggregate owed by the
Group by way of (i) a cash
payment by the Group of
HK$18,000; and (i) the issue by
the Company of 1,070,280,000
new shares.

Upon completion of the
compromise agreements with
other creditors, the Group’s
indebtedness would be
reduced by HK$16,264,000 in
aggregate by way of waiver
and capitalization of debts.

On 13 May 2002, the Restructuring
was approved by the Company’s
shareholders at a special general
meeting. The subscription agreement
with Vision Century and the
compromise agreement with the
Bank Group were completed on 16
May 2002. With regard to the
compromise agreements with other
creditors, subsequent to the balance
sheet date, the Company issued
520,000,000 of the total 1,070,280,000
new ordinary shares of HK$S0.01 each
in the Company otherwise issuable,
tfo one of the creditors up to the date
of this report.

(a)
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(b)

(©)

Open offer

Immediately after completion of the
Restructuring, the Company effected
a share offer with assured allotments
of three offer shares for every two
shares of HKS$0.01 each in the
Company held by the shareholders
whose names appeared on the
register of members of the Company
on 13 May 2002 (the “Open Offer”).

The Open Offer was completed on
29 May 2002 and resulted in the issue
of 4,025,905,140 new ordinary shares
of HK$0.01 each in the Company at
a price of HKS0.01 per offer share.
Cash proceeds of approximately
HK$40,259,000, before the related
Open Offer expenses, were received
by the Company.

Rescheduling of the repayment terms
of the Group’s indebtedness

Further to the Restructuring and the
Open Offer set out above,
subsequent to the balance sheet
date, the Group rescheduled the
repayment terms of its indebtedness
in order to resolve ifs immediate
liquidity.
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(©)

Rescheduling of the repayment terms
of the Group’s indebtedness
(Continued)

®

@i

(i)

The Group has obtained
written consent from the
Group’s Mainland PRC bankers
to reschedule and extend the
repayment period, subject to
a repayment of approximately
HK$2,300,000, of its bank
borrowings at 31 March 2002
of approximately
HK$30,233,000 for further one
year upon their original
mafturity in the second half of
2002.

Speed Up Developments
Limited ("Speed Up”), an
independent loan provider to
the Group, has undertaken
that it will not demand the
Group, before 30 June 2003, to
repay partly or wholly of loan
balances of HK$26,400,000 due
tfo it at 31 March 2002.

As at 31 March 2002, a director
had advanced loans of
HK$4,000,000 to the Group. The
director has undertaken that
he will not demand the Group,
before 30 June 2003, to repay
partly or wholly of the loans
advanced o the Group.
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(c)

Rescheduling of the repayment terms
of the Group’s indebtedness
(Continued)

(V)

Certain directors had agreed
that they would not demand
for the Group to repay partly
or wholly of a total sum of
approximately HK$2,490,000
outstanding at 31 March 2002
in respect of their accrued
emoluments unless, herein,
paid such, the Group has
sufficient working capital for its
normal operational
requirements.

(c)
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(d)

Disposal of a subsidiary

Hung Cheong Toys International
Limited ("HCT"), a wholly-owned
subsidiary of the Company, had a
net deficiency in assefs of
approximately HK$170,669,000 as at
31 March 2002 and has remained
inactive since June 2001. As at 31
March 2002, HCT had total liabilities
of approximately HK$171,125,000
which has been reflected in the
Group’s consolidated balance sheet
as at 31 March 2002 and comprised
intra group liabilities of
approximately HK$50,487,000,
liabilities of HKS$110,887,000
guaranteed by the Company and
unsecured liabilities of approximately
HK$9,751,000. Having considered
legal counsels” advice, the directors
of the Company intend to dispose
of the entire interest in HCT held by
the Company and has withdrawn all
the Company’s financial support
provided to HCT in order to improve
the Group’s current liquidity which is
in the interest of the shareholders of
the Company. In this regard, other
than any specific liabilities
guaranteed by the Company, the
Group has no intfention to settle the
unsecured liabilities of HCT
amounted to approximately
HK$9,751,000.
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A summary pro forma consolidated neft
assets statement of the Group as at 31
March 2002, which is prepared based on
the audited consolidated net deficiency
in assets of the Group as at 31 March 2002
and adjusted as if the financing and
restructuring measures as set out above
had taken place on 31 March 2002, is
presented below.

Non-current assets

FRBEE

Current assets
RBEE
Current liabilities

RBERE

Net current assets/
(liabilities)
REEE/ (BF)FE

Non-current liabilities

FRBEE

Net assets/ (deficiency
in assets)

AERE/ (AEBK)

Share capital
B
Reserves

i

AEBEBEE-TT-_F=-A=+
—AZHBEREEEFEREM
ENRBEAEBEBEE_TT=_F
A=+ RIZEERREEE
EAFEAE YRI LM
EREHFEIEN T _F=
AR=+—RETMELARE 7
25T

Pro forma adjustments

EERRE
Audited Subscription ~ Compromise

consolidated of shares with Reschedule Pro forma
net by Vision Bank Group the repayment Effect of adjusted
deficiency in  Century and and other terms of intended consolidated
assets at Open Offer creditors the Group’s disposal of  Conversion of net assets

31 March (notes (a)(i) (notes (a)(ii)  indebtedness a subsidiary convertible at 31 March
2002 and (b)) and (jii)) (note (c)) (note (d)) note* 2002
R=BE-% Vision Century HEHEREM EHpN-T] RitE R-2E-F
=A=t-~H ABRH EREAZ Bz -BHE =ZA=t-8
LRERGE RAMBE GEE BEGT DNAZYE RRTHR 2EEZLEE
EEFMTFE (Wa()k(b) (i) B iii)) (K3 (c)) (K3 (a)) REE EERE
HK$'000 HK$’000 HK$'000 HK$000 HK$’000 HK$'000 HK$000
TEL TART TAT TAR TER TAT TAR
111,003 - - - - - 111,003
16,113 70,259 (26,141)** - S - 60,231
(254,594) - 187,442 63,123 9,751 3,000 (41,278)
(238,481) 70,259 111,301 63,123 9,751 3,000 18,953
918) - (22,500) (63,123) - - (86,541)
(128,396) 70,259 88,801 - 9,751 3,000 43,415
24,839 70,259 10,703 - - 2,000 107,801
(153,235) - 78,098 - 9,751 1,000 (64,386)
(128,396) 70,259 88,801 - 9,751 3,000 43,415




* On 6 May 2002, the Group’s existing
convertible note of HK$3,000,000 at 31
March 2002 was converted info
200,000,000 shares in the Company at a
conversion price HK$0.015 per share.

*x Related expenses of HK$4,028,000 to be
paid in connection with the Restructuring
and the Open Offer have been included
herein.

Having completed the foregoing financing
and restructuring measures, the Group has
substantially improved its financial position
and has net current assefs and net assets
including substantial cash resources as
reflected in the above pro forma
consolidated net assets statement of the
Group as at 31 March 2002. In addition,
Get Start Holdings Limited, the immediate
holding company of Vision Century, has
undertaken to the Company, during the
period up tfo 31 May 2003, to provide
continuing financial support to the Group
so as to enable the Group to continue its
day-to-day operation as a viable going
concern notwithstanding any present or
future financial difficulties experienced by
the Group.

Having regard to this background, the
directors of the Company are satisfied that
the Group will be able to meet its financial
obligations as and when they fall due in
the foreseeable future and be able to
operate as a commercially viable concern.
Accordingly, these financial statements
have been prepared on a going concern
basis.
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Basis of preparation

These financial statements have been
prepared in accordance with Hong Kong
Statements of Standard Accounting
Practice, accounting principles generally
accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. They have been prepared
under the historical cost convention,
except for the remeasurement of certain
fixed assets as further explained below.

Basis of consolidation

The consolidated financial statements
include the audited financial statements
of the Company and its subsidiaries for the
year ended 31 March 2002. The results of
subsidiaries acquired or disposed of during
the year are consolidated from or to their
effective dates of acquisition or disposal,
respectively. All significant intercompany
fransactions and balances within the
Group are eliminated on consolidation.

Subsidiaries

A subsidiary is a company whose financial
and operating policies the Company
controls, directly or indirectly, so as to
obtain benefits from its activities.

The Company’s investments in subsidiaries
are stated at cost less any impairment
losses.
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Related parties

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

Revenue recognition

Revenue is recognised when it is probable
that the economic benefits will flow to the
Group and when the revenue can be
measured reliably. Revenue from the sale
of goods is recognised when the significant
risks and rewards of ownership have been
tfransferred to the buyer, provided that the
Group maintains neither managerial
involvement to the degree usually
associated with ownership, nor effective
control over the goods sold.

Impairment of assets

An assessment is made at each balance
sheet date of whether there is any
indication of impairment of any asset, or
whether there is any indication that an
impairment loss previously recognised for
an asset in prior years may no longer exist
or may have decreased. If any such
indication exists, the asset’s recoverable
amount is estfimated. An asset’s
recoverable amount is calculated as the
higher of the asset’s value in use or its net
selling price.
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Impairment of assets (Confinued)

An impairment loss is recognised only if the
carrying amount of an asset exceeds its
recoverable amount. An impairment loss is
charged to the profit and loss account in
the period in which it arises, unless the asset
is carried at a revalued amount, when the
impairment loss is accounted for in
accordance with the relevant accounting
policy for that revalued asset.

A previously recognised impairment loss is
reversed only if there has been a change
in the estimates used fo determine the
recoverable amount of an asset, however
not fo an amount higher than the carrying
amount that would have been determined
(net of depreciation), had no impairment
loss been recognised for the asset in prior
years.

A reversal of an impairment loss is credited
to the profit and loss account in the period
in which it arises, unless the asset is carried
at a revalued amount, when the reversal
of the impairment loss is accounted for in
accordance with the relevant accounting
policy for that revalued asset.
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Fixed assets and depreciation

Fixed assetfs, other than construction in
progress, are stated at cost or valuation
less accumulated depreciation and any
impairment losses. The cost of an asset
comprises its purchase price and any
directly attributable costs of bringing the
asset to its working condition and location
for its intended use. Expenditure incurred
after fixed assefs have been put into
operation, such as repairs and
maintenance, is normally charged to the
profit and loss account in the period in
which it is incurred. In situations where if
can be clearly demonstrated that the
expenditure has resulted in an increase in
the future economic benefits expected to
be obtained from the use of the fixed asset,
the expenditure is capitalised as an
additional cost of that asset.

Changes in the values of fixed assets are
dealt with as movements in the fixed asset
revaluation reserve. If the total of this
reserve is insufficient fo cover a deficit, on
an individual asset basis, the excess of the
deficit is charged to the profit and loss
account. Any subsequent revaluation
surplus is credited to the profit and loss
account tfo the extent of the deficit
previously charged. On disposal of a
revalued asset, the relevant portion of the
fixed asset revaluation reserve realised in
respect of previous valuations is fransferred
to accumulated losses as a movement in
reserves.
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Fixed assets and depreciation (Continued)

Depreciation is calculated on the sftraight-
line basis to write off the cost or valuation
of each asset, less any estimated residual
value, over its estimated useful life. The
principal annual rates used for this purpose
are as follows:

Medium term leasehold land
A & £ i

Buildings

BF

Leasehold improvements
HEMEEE

Moulds, plant and machinery
TR -BE ke

Furniture, fixtures, equipment
and motor vehicles

B KE RERTE

The gain or loss on disposal or refirement
of a fixed asset recognised in the profit
and loss account is the difference between
the net sales proceeds and the carrying
amount of the relevant asset.

Constfruction in progress represents
buildings under construction, which are
stated at cost less any impairment losses,
and are not depreciated. Cost comprises
the direct costs of construction during the
period of construction. Consfruction in
progress is reclassified to the appropriate
category of fixed assets when completed
and ready for use.
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Leased assets

Leases that transfer substantially all the
rewards and risks of ownership of assets to
the Group, other than legal title, are
accounted for as finance leases. At the
inception of a finance lease, the cost of
the leased asset is capitalised at the
present value of the minimum lease
payments and recorded together with the
obligation, excluding the interest element,
to reflect the purchase and financing.
Assets held under capitalised finance
leases are included in fixed assets and
depreciated over the shorter of the lease
terms and the estimated useful lives of the
assets. The finance costs of such leases are
charged to the profit and loss account so
as to provide a constant periodic rate of
charge over the lease terms.

Leases where substantially all the rewards
and risks of ownership of assets remain with
the lessor are accounted for as operating
leases. Rentals payable under the
operating leases are charged to the profit
and loss account on the straight-line basis
over the lease terms.

Inventories

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

HEEE

BOAEXREIIN AREEZHEEERBA
B8 > [B $ B2 B B S BR AN SR [ 2 AR A9 19 4K
SIRREMRNEE -NEE R
HEEERANBENANKERS 2
RERMMEFEE ERHEHEREE (TE%E
MBEHD) —RARKR ARREE M E
BAS HEXEBEHRONREZEE
SFABEEEN WEMELQHHEZ
EEENERFHMET Z2REETHE
FE-ZFHOZMEKANT ABEER
MR A B AR E AR E 2 H
BRER -

AEEEMBRE BRI O HNEER
BTHEQRRZHENGI REEMEY-
ZEKERH 2 RNES R AN
HAENERERPHBR-

rE

FERERAES A ERFERETRE
EAR-KANEREERDAFE E5H
mEERBZAANBREEEME B
TERBEELPI DR 2 BEE R A
IR FEIRE G S ERERENX R
HEFEMB ZHEMKRAGHE-



Deferred tax

Deferred tax is provided, using the liability
method, on all significant fiming
differences in the recognition of revenue
and expenses for tax and for financial
reporting purposes, to the extent it is
probable that the liability will crystallise in
the foreseeable future. A deferred tax asset
is not recognised unless its realisation is
assured beyond reasonable doubt.

Retirement benefits schemes

The Group operates a defined confribution
Mandatory Provident Fund retirement
benefits scheme (the “MPF Scheme”)
under the Mandatory Provident Fund
Schemes Ordinance for those employees
who are eligible to parficipate in the
scheme. The MPF Scheme has operated
since 1 December 2000. Conftributions are
made based on a percentage of the
employees’ basic salaries and are charged
to the profit and loss account as they
become payable in accordance with the
rules of the MPF Scheme. The assets of the
MPF Scheme are held separately from
those of the Group in an independently
administered fund. The Group’s employer
conftributions vest fully with the employees
when contributed intfo the MPF Scheme,
except for the Group’s employer voluntary
conftributions, which are refunded to the
Group when the employee leaves
employment prior to the contributions
vesting fully, in accordance with the rules
of the MPF Scheme.
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Cash equivalents

For the purpose of the consolidated cash
flow statement, cash equivalents represent
short term highly liquid investments which
are readily convertible into known amounts
of cash and which were within three
months of maturity when acquired, less
advances from banks which are repayable
within three months from the date of the
advance. For the purpose of balance
sheet classification, cash and bank
balances represent assets which are not
restricted as to use.

Foreign currencies

Foreign currency fransactions are recorded
at the applicable rates of exchange ruling
at the transaction dates. Monetary assets
and liabilities denominated in foreign
currencies at the balance sheet date are
franslated at the applicable rates of
exchange ruling at that date. Exchange
differences are dealt with in the profit and
loss account.

On consolidation, the financial statements
of overseas subsidiaries are franslated into
Hong Kong dollars at the applicable rates
of exchange ruling at the balance sheet
date. The resulting translation differences
are included in the exchange fluctuation
reserve.
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SSAP 26 was adopted during the year as
detailed in note 2 to the financial
statements. Segment information is
presented by way of fwo segment formats:
(i) on a primary segment reporting basis,
by business segment; and (ii) on a
secondary segment reporting basis, by
geographical segment.

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

(a) the toddler cars segment
manufactures and trades children’s
ride-on cars featuring working horns
and turning wheels;

(b) the cycling segment manufactures
and frades children’s bicycles,
fricycles and scooters; and

(¢) the corporate and other segment
comprises manufactures and frades
of pre-school toys, plastic utensils
and, other fashionable toys, and
corporate income and expense
items.
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In determining the Group’s geographical

segments, revenues and results are
attributed to the segments based on the
location of the customers, which are North
America, Europe, Central and South
Americas, the Asia Pacific region, the
Middle East and other regions. Assetfs are
attributed to the segments based on the

location of the assefs.

There are no intersegment sales and
fransfers between the business segments.

(a) Business segments

The following tables present revenue,
loss and certain asset, liability and

EEAAEEZ RSB WAREE
B - TR AR 2 P P B 4t [ 1 9 28 B L 32
M BN =M RN EKE PR
KNEMME -BEETIRBEEEMEDR

EBo B HEMEHERNEE-

(a) BEBIE

TREJNARBREBDEE D
ZEA BEMETEE BER

expenditure information for the M &k
Group’s business segments.
Group rE
Toddler cars Cycling Corporate and others Consolidated
Bfg Wiks BERAM e
2002 2001 2002 2001 2002 2001 2002 2001

CZToF BT CBT-F BT CBT-F CTT-F BT BT

%

HK$000  HKS'000  HK$000  HKS'000  HK$'000  HKS'000  HK$000  HKS'000
TRn TEr FExr TEr TEx  TAxr TR TEn
Segment revenue: ARMA:
Sales o external customers IREPZHER 16,670 53,669 17,002 128,078 13,736 20,935 47,408 202,682
Other revenue EfA 487 198 495 467 405 77 1,387 742
17,157 53,867 17,497 128,545 14,141 21,012 48,795 203,424
Segment results ECESS (9,950)  (34,633)  (11,436) (119,316)  (10,099)  (16,810)  (31,485) (170,759)
Interest income and HEMAR
unallocated gains AR M 364 30
Unallocated expenses RAERR (12,328)  (99,265)
Loss from operating activities BELBER (43,449)  (269,994)
Finance costs HBER (15,835)  (13,695)
Loss before tax BHRASE (59,284)  (283,689)
Tax ®E - 4,354
Net loss from ordinary activities ~ REEM B 5 £H%
atfributable to shareholders BEEFE (59,284)  (279,335)




(a) Business segments (Continued)

Toddler cars
gfg
2002 2001
ZET-F Z2%-F%
HK$'000  HKS$'000

THrn TEn
Segment assets PREE 9,781 12,841
Unallocated assets KOMEE
Total assets BEE
Segment liabilities PEEE 18,196 19,233
Unallocated liabilities AAREE
Total licbilities ke
Other segment information: EnBER:
Depreciation and amortisation ~ HEREH 912 2,667
Unallocated amounts AOESE
Impairment losses recognised ERERETRR
in the profit and loss account LREEE - 2,374
Unallocated amounts APEEE
Other non-cash expenses A ERERR a7 2,7
Unallocated amounts AAEEE
Capital expenditure ERREY 228 1,786
Unallocated amounts AAEEE

(a) BREBDE (&)

Cycling
it
2002 2001
“EF-E CTE-F
HK$'000  HK$'000
TR TER
11,360 14,886
13,492 12,503
1,701 1,730
- 1,600
126 105,419
150 4,632

Corporate and others Consolidated
LERAM Ga

2002 2001 2002 2001
Z2T-F Z2T-F %52 Z%%-%
HK$000  HKS'000  HK§'000  HKS$'000
TRr ThET TEr  TEx
9,263 10,689 30,404 38,416
96,712 102,588
127,116 141,004
9,075 7,375 40,763 39,111
214,749 171,465
255,512 210,576
1,226 2,403 3,839 6,800
10,911 11,173
14,750 17,973
- 1,238 - 5212
- 49,769

- 54,981
147 8,997 690 136,187
6,838 19,620
7,528 155,807
114 5,604 492 11,922
4,920 3,446
5,412 15,368




(b) Geographical segments (b) RBRUEDE

The following tables present revenue, TREVAEEREESEE S
result and certain asset and WA EERETEERAX
expenditure information for the BHto

Group’s geographical segments.

Group AEE

Asia Pacific
region (including
Central and Hong Kong Middle East
North America Europe South America and the PRC) and other region Consolidated
GKE
EEM B pEEM (BEERRDE) PRREMLE &4
2002 2001 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
ZBRCE C2T-F CRRCF CT2-F CRRCE CTT-F CEECE CET-F CRRCE CRT-F BRI CET-F
HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HKY000  HKS'000  HKY'000  HKS'000  HKY'000  HK$'000
téxz TExr TRz TEr TEx TExr TRz TEx TEx TEr TRz TER

Segment revenue:  HRMA:
Salestoexternal  HMERFZ

customers HER 11,204 52,546 14,060 36,231 11,640 25,963 7,942 71,705 2,562 10,237 47,408 202,682
Segment PEZR

resulfs (8,595)  (38061)  (9,280) (17113)  (7,697)  (20.229)  (4320)  (86,119)  (1,593)  (9.237)  (31485) (170.759)
Group E

Asia Pacific
region (including
Central and Hong Kong Middle East
North America Europe South America and the PRC) and other region Consolidated
TAE
TEM B GEEY (BEERRYE) TREEMLE &&

2002 2001 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
ZE8CF C55-% CBECF CT%-F CBBCF CTT-4F CEBECE CTT-F EECF D555 CEECE CTR-F

HK$'000  HKS'000  HK$'000  HKS'000  HK$000  HKS'000  HKY'000  HKS'000  HK$'000  HKS'000  HK§'000  HKS'000
T8z TEn TEn TEr  TEx TEx  THx  TEx Tz TEx Tz TEn
Other segment EAR
information: BH:

Segment ossefs PREE 1979 1,241 567 323 4 402 124062 138,882 470 156 127,116 141,004
Copital expenditure  ZAFX - - - - - - 5412 15368 - 5412 15368




Turnover represents the net invoiced value EEBECHRRERTNZ2ELEY
of goods sold, after allowances for returns BRFE
and trade discounts.

An analysis of turnover, revenue and gains EEE WARKZESITOT
is as follows:
2002 2001
—EE-F —ET—F
HK$°000 HK$’000
FERT FAT
Turnover EER
Sale of goods HEBY 47,408 202,682
Other revenue H A e A
Bank interest income RITH B UL A 14 63
Others H A, 1,494 562
1,508 625
Gains I &=
Gain on disposal & Bl E & E W=
of fixed assets 243 -
Exchange gains, net TR E R R - 147
243 147

1,751 772




The Group’s loss from operating activities

is arrived at after charging:

Depreciation
Provision for bad
and doubtful debts:
Accounts receivable
Other receivables

Minimum lease
payments under
operating leases
in respect of
land and buildings

Auditors’ remuneration

Staff costs
(excluding directors’

remuneration - note 9):

Salaries and wages
Retirement benefits
scheme contributions
Provision for impairment
of fixed assets
Provision for advances
to a company
Provision for deposits
made to certain
suppliers
Provision for
unrecoverable
inventories held
by a company
Revaluation deficit on
land and buildings
Provision for inventories
Provision for
potential claims
Loss on disposal
of fixed assets

e
RIE AR -

& 1 i B
H b & U Bk B

ERLHEETRE
HERTZ&REES

2% BB B =
BEIRA (A1
E=Me MEE9) :

HehkI&
B ARAE B AT &) 5K

Bl E & E R BB H
BRF-—BARZEE

A5 T FE s A
2R E B

—FHRRIFEZ
TR EFE A

THREF
Bl B Al
FE 2B E
BEREBEZEE

HEBEEEERR

AEBRLEXBBREHBRTAUTE
I8 :

2002 2001
—®B-F _—TT-F
HK$’000 HK$"000
Fi# T8
14,750 17,973
690 117,781

- 6,734

690 124,515

971 675

750 1,680
12,028 15,086
137 4]

- 54,981

- 5,177

- 4,635

- 11,791

2,638 3.073

- 6.615

- 18,000

39 2,231




The cost of sales includes approximately
HK$18,092,000 (2001: HK$22,494,000)
relating to staff costs and depreciation
which are also included in the respective
total amounts disclosed separately above
for each of these types of expenses.

At 31 March 2002, the Group had no
forfeited contributions available to reduce
its contributions to retirement benefits
schemes in future years (2001: Nil).

HEKABEARE TRARFTERD
18,092,000 & (Z & — F :
22,494,000/ L) ' E B3 E XK E 5
MXoRmBECERESRE-

R-BE-_F=-_A=1+—H AKEYL
4 R WA SRR (R I R SR AN R IR A8
M8l c R (ZTET—F 1) -

ARAFAEHEEZ
RITER BEXR
H ity & 5 B

Interest on bank loans,
overdrafts and other loans
wholly repayable
within five years

Intferest on convertible note

Interest on finance leases

AR REANE
BMEHEOFE

Group

rEE
2002 2001
—EEC-HF —EE—F
HK$’000 HK$’000
THERT FAET
15,268 12,987
150 63
417 645
15,835 13,695




Directors’ remuneration disclosed pursuant
to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) and
Section 161 of the Hong Kong Companies

Ordinance is as follows:

Fees: we:
Executive directors WITES
Independent non-executive BNEMITES
directors
Other emoluments of MITEEZ
executive directors: H A< -
Basic salaries, other EX#FH&-
allowances and H At )2 AL 2
benefits in kind B =

Retirement benefits
scheme contributions

BB EIHF

REFZEMAERXFIABER AT LHRA
(TEMRA]) REBEERTEPIZE 161
FERBE2EFTHE T

Group

xE
2002 2001
—EB-F -BT—F
HK$’000 HKS$’000
FE T TET
323 326
323 326
1,624 3,641
90 22
1,714 3.663

2,037 3,989




The number of directors whose
remuneration fell within the following bands
is as follows:

Nil o HK$1,000,000 Z —1,000,0007% 7T
HK$1,000,001 to 1,000,001/ 7T —
HK$1,500,000 1,500,000 7T

During the year, there were no bonuses
paid to or receivable by any of the
directors (2001: Nil). There was no
arrangement under which the directors
waived or agreed tfto waive any
remuneratfion during the year (2001: Nil).
In addition, no emoluments were paid by
the Group to the directors as an
inducement to join, or upon joining the
Group, or as compensation for loss of office
(2001: Nib).

ENMeER cESRBNT:

Group

AEE
2002 2001
—EE2CF —EE—F
Number of Number of
directors directors
EEHE EEHE
6 12
1 1
7 13
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The five highest paid individuals during the
year included two (2001: five) directors,
details of whose remuneration are set out
in note 9 above. Details of fthe
remuneration of the remaining three (2001:
Nil) non-director, highest paid individuals
are as follows:

HE AN

Basic salaries, other allowances E &K #H & -
HEM R EEYA
R K48 B 5T 8 3K

and benefits in kind
Retirement benefits
scheme contributions

The remuneration of all non-director,
highest paid employees fell within the band
of Nil to HK$1,000,000 for the two years
ended 31 March 2002 and 2001.

During the year, there were no bonuses
paid to or receivable by any of the five
highest paid individuals of the Group (2001:
Nil). No emoluments were paid by the
Group to any of the five highest paid
individuals as an inducement to join, or
upon joining the Group, or as a
compensation for loss of office (2001: Nil).
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Group

rEE
2002 2001
—EECHF —ET-F
HK$’000 HKS$"000
TET FET

# 878 -

44 =
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No Hong Kong profits fax has been
provided as the Group did not generate
any assessable profits in Hong Kong during
the year. Taxes on profit assessable
elsewhere have been calculated at the
rates of tax prevailing in the countries in
which the Group operates, based on
existing legislation, interpretations and
practices in respect thereof.

Hong Kong: B
Overprovision in the prior year
Deferred tax (note (23))

Tax credit for the year

There was no unprovided deferred tax in
respect of the year (2001: Nil).

NEFERBER
BRI (K1 E23)

AFREHIAREE
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2002 2001
—gg-5 —TT-F
HK$°000 HK$'000
F# 7 FHTT

- 54

- 4,300

- 4,354
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The net profit from ordinary activities
attributable to shareholders for the year
ended 31 March 2002 dealt with in the
financial statements of the Company is
HK$37,461,000 (2001: net loss of
HK$252,403,000).

The calculation of basic loss per share is
based on the net loss from ordinary
activities attributable to shareholders for
the year of HK$59,284,000 (2001:
HK$279,335,000) and the weighted
average of 2,577,581,176 (2001:
2,5677.565,117) ordinary shares in issue
during the year, as adjusted fo reflected
the Open Offer effected after the balance
sheet date (note 32(vi)).

Diluted loss per share amounts for the years
ended 31 March 2002 and 2001 have not
been disclosed, as the potential ordinary
shares of the Company outstanding during
these years had an anfti-dilutive effect on
the basic loss per share for these years.

RARRPHEBRENRECHE—TT
“F=A=t—HILFEZRREHER
BERBR N FHE /37,461,000 T (=
T —F: % F18252,403,000& T) °

BREARNBEDREAFE ZREEMN
B % ¥ 518 % %59,284,000% 7T (=
TE—:279,335,0008 70) M &7
NERBEHE B % (ME32(v) #172
AHBEZFREBITLABIMNE TS
#2,577,581,176f (—Z T T — F:
2,577,565,1170%) 5t & -

HRARBEREMFERA D ETEEE
BERESLBEFAZERENBREAAR
BEXE MY EZ2IBE_TT _F
NZBEE-—F=A=+—HILFEZS
P E B8 -



Group

Cost or valuation:
At 1 April 2001
Adaitions
Disposals
Deficit on revaluation

At 31 March 2002

Accumulated depreciation

and impaiment:

At T April 2001

Provided during the year

Disposals

Reversal of accumulated
depreciation upon
revaluation

At 31 March 2002

Net book value:
At 31 March 2002

At 31 March 2001

Analysis of cost or
voluation;

At cost

At 31 March 2002
valuation

HARAfE
R-F2-ERA-F
45
tE
BRI

R-FF_#=f=t-H

FE34
KoFF4A=1-E

HoFE-§2fZt-E
RAEEAN
WAAFE

RCBE_E-A=t-H
IEREE

rEE

Furniture,
Medium term fixtures,
leasehold Moulds, equipment
land and Leasehold plant and and motor  Construction
buildings  improvements machinery vehicles in progress Total
hHEE B R GR%E
THRET N¥%6  HERHE RAE ERIR L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn Thx Thn Thn Thn TEL
95,260 2,35 88,022 5,140 32,288 23,662
4,510 172 636 04 - 5412
- (16) (1,207) (1,325) - (2,548)
(4,820) - - - - (4,820)
94,950 22,508 88,001 3,900 32,288 241,706
16,046 12,975 56,087 3,464 32,288 120,860
2,642 4,483 7,046 5719 - 14,750
- @) anmn (1,146) - (2,26)
(2,642) - - - - (2,642)
16,046 17,456 62,016 2,897 32,288 130,703
78,904 5,002 26,085 1,012 - 111,008
79,214 9,377 32,585 1,676 - 122,802
- 22,508 88,001 3,900 32,288 146,756
94,950 - - - - 94,950
94,950 22,508 88,001 3,900 32,288 241,706




Company

Cost:
At 1 April 2001
Additions

At 31 March 2002

Accumulated depreciation:

At 1 April 2001
Provided during the year

At 31 March 2002

Net book value:
At 31 March 2002

At 31 March 2001

All the Group’s medium term leasehold
land and buildings are situated outside
Hong Kong. All the Group'’s leasehold land
and buildings were revalued by Knight
Frank, an independent firm of professional
valuers, on a depreciated replacement
cost basis at 28 February 2002 at
HK$94,950,000. As further confirmed by
Knight Frank, the values of the revalued R Hle

R E:
R_FETE—FWA—H
FARE

land and buildings at 31 March 2002 were
not significantly different from their values

as at 28 February 2002.

BBIAIN I

Furniture,
fixtures,
equipment and
motor vehicles
B -BEELE-
RERRE
HK$’000

FAET

615

615

76

539

AEBZHBHEEL W REFE IR
FZA=Z+NAB"
B BEGEMERGAISTRTER
BERARE SEAEHRETWRET:
H & ({8 A 94,950,0007% 7T © & 12 57 8
BTE—THER R
T—B THREFIEFEEE-F
E-_F-_A-_+N\BZEEHEALTES

—EE-F=ZA=



A total revaluation surplus of HK$460,000
arising therefrom and representing the
surplus of the revalued amounts over the
then carrying values of the revalued assefts,
on an individual asset basis, has been
credited to the fixed asset revaluation
reserve (note 26).

A total revaluation deficit of HK$2,638,000
arising therefrom and representing the
deficit of the revalued amount under the
then carrying value of a revalued asset,
on an individual asset basis, has been
charged to the profit and loss account.

In the opinion of the directors, certain
leasehold land and buildings are impaired
as they have been damaged and/or left
vacant and the Group has no business plan
to restore and utilise these assefts.
Therefore, an impairment provision of
HK$16,046,000 was made in the prior year
and was not reversed as at 31 March 2002.

Had the Group’s revalued leasehold land
and buildings been stated at cost less
accumulated depreciation and
accumulated impairment losses, they
would have been included in the financial
statements at approximately HKS68,017,000
(2001: HK$66,064,000).

Certain leasehold land and buildings, plant
and machinery and equipment with an
aggregate carrying value of HK$48,384,000
as at 31 March 2002 were pledged to
secure bank borrowings advanced to the
Group as set out in note 20.

F #E 1T fik P 15 2 460,000/ 7T = 14 42
B RREREGEERAEZER
SRAR CRENEEZEE REE
BEEMGFHBET AR (MiE26) °

T E A TS 22,638,000 T &E 14
REM KREREMEERAECE
MEBEEML CRENEEZELE KIE
a5 B P HIRR

EERAE AR ETHEL M REFL
BEEER KEE MASEEWEER
FrEIEEMECR N EEELD R
Bt RAEFEEL —EHRERB
16,046,000 7T tESX MR —_ T T —F
=A=+—B8%#M@-

AR E LS 2 HE T RIEFLARK
AEREFERRTRERBEYR #
BT3RS P B2 BER A 40 /268,017,000
BT (ZZT T — 5 :66,064,000% 7T ) °

M E20FTED ARE D HE TR -F
T F-_A=tT-—HEEAEE
48,384,000 T 2 HE L RIEF K
B #as RREERARFETAEE
ZRITHE R



Pursuant to various sale and purchase
agreements (the "S&P Agreements”)
entered into between the Group and an
independent third party, during the years
1998 and 1999, the Group acquired certain
leasehold land (the “Land”) in the PRC with
a carrying value of approximately
HK$29,554,000, at 31 March 2002. Pursuant
to the S&P Agreements, the Group is
required to pay annual fees of HK$118,000
in respect of the Land commencing from
2008 up to 2048 with a 20% increment for
every five years.

The Group has not yet obtained the land-
use rights certificate for the Land. As
confirmed by a legal opinion issued by the
Group’s PRC lawyers, subject fo the
payment of a land premium of
approximately HK$8.7 million, which has
been fully provided for in these financial
statements, there is no legal barrier or
otherwise for the Group to obtain land-use
rights certificates for the Land from the
relevant PRC authority.

The net book value of the Group’s fixed
assets held under finance leases included
in the total amount of motor vehicles and
plant and machinery as at 31 March 2002,
amounted fo HK$303,000 (20071:
HK$509,000) and HKS$6,833,000 (2001:
HK$8,409,000), respectively.

R=ANANER-ANNFHE RE
AREBRBIE=FITIUZZREED
#([BEEWmz]) AEERTBEEES
THEL ([ZLtil) RZTT—
“SA=t—-RHR EEREBELHAR
29,554,000 T-RIFEEHHE B —F
ZENFREBZ_TONFRIL K&
B 78 Bt 5% £ b X2 1+ 55 2 118,000/ 7T -
W/AE R FIE N 20%

B R+ 0 1S 5% £ H0 s
Eo-AAKEZPBERZMBEREEER
ROHER - 1 1 {8 498,700,00078 7T
(ERMBHRERAZEEE) MK K
SEATEBBT Mz L HENL
MR BOX B E ER -

R_ZEE-_F=ZA=+—H it ARE
NBEHEEEANBEROTE 2B E
B EZE®ESFESD R A303,000% T
(ZZ&ZF — 4 :509,0008 T) &
6,833,000/ 7T (— T = — 4 : 8,409,000
PEIT) ©



Company

¥ NN

2002 2001

—EECF —ET—F

HK$’000 HKS$’000

FBxT FET

Unlisted shares, at cost I E MR ARK AN B & 68,709 68,709
Less: Provision for impairment & : J& (& & 15 (68,709) (68,709)
Due from subsidiaries (R E=NEIRE=N 100,555 84,064

Less: Provision B (100,555) (84,064)




The amounts due from subsidiaries included
in the Company’s current assets and
current liabilities are unsecured, interest-
free and have no fixed terms of repayment.

Particulars of the Company’s subsidiaries

are as follows:

Name

L

Hung Cheong
Holdings Limited
("HCHL")

HEERERAA
([HEEZR])

Hung Cheong
Technology Limited

Asian Ocean Limited

RHFABRRLA

Sino New Finance Limited

Nominal
Place of value of issued
incorporation/ ordinary/
registration and registered
operations share capital
EMRL/ BRI
BER EE /2
EENE RAEE
British Virgin Ordinary
Islands (“BVI”)/ US$2,004
Hong Kong EEk
EBRENES 2,004% 7T
([EEE=HEE])/
BB
BVI/ Ordinary
Hong Kong US$1,000
RBRLES/ T @ik
£ 1,000% T
Hong Kong Ordinary
BA HK$2
Rk
28T
BVI/ Ordinary
Hong Kong Uss$1
RERLES/ T @ik

B (E

AARRBZRBEERRB A B M
BRRRAREL %8 RERETEE

RHE

MEARZERMT:

Percentage of
equity attributable
to the Company
i 3 N
REAERA D
Direct Indirect

BEE B &

100 -

100 =

100 =

100 -

Principal
activities

TEREHR

Investment
holding
REER

Dormant

TEEY

Dormant

TEEW

Dormant

LR



Name

&%

Able Market Profits
Limited**

Hung Cheong Toys
Factory Limited
HEMARAERAA

Hung Cheong Toys

International Limited

HET AR
BRRA

H&C International
Toys Limited**

HEBRIA
ARRA

Place of
incorporation/
registration and
operations
EMB
Bak

EEHH

BVI

RERLES

BVI/
Hong Kong
RBRAES/
BB

Hong Kong
&R

Hong Kong
5

Nominal
value of issued
ordinary/
registered
share capital
550
L&/
RAHEE

Ordinary
Uss1
Tk
1%

Ordinary
Uss4
Tk
e

Ordinary
HK$1,000
Non-voting
deferred
HK$200,000
Tk
1,000 T
BREE
LR
200,000% 7T

Ordinary
HK$2
EEk
2T

Percentage of
equity attributable
to the Company
[ 3 N
REAERADL
Direct Indirect

EE B &

100 =

- 100

- 100

- 100

Principal
activities

IREHK

Investment
holding
REER

Manufacturing
and trading of
toy products

HEREE
mAEm

Trading of
toy products

EENAEm

Trading of
toy products
EEMAEM



Name

=t

Huang Chiang Chen
Hung Cheong Plastics
Factory Company
Limited

BLREEERRK
BARAT

Hung Cheong Toys
Trading Limited
HEMAEHARLA

Hung Cheong Toys
Manufacturing
Limited

HEMARRARRAA

Sunstar Nominees
Limited
HERBABRAF

Chiu Fung Toys
Trading Limited
HENAESERAR

Nominal

Place of value of issued

incorporation/ ordinary/

registration and registered

operations share capital
BEMEL/ 2R

Bak EE /2

EENY RAEEE

Hong Kong Ordinary

s HK$1,000

Non-voting

deferred

HK$10,000

EREL

1,000% 7T

RRER

B R

10,0008 7t

BVI/ Ordinary

Hong Kong uss4

KERREE/ Lk

BB 4T

BVI/ Ordinary

Hong Kong us$4

KBRUES/ LT

BB 4%TT

Hong Kong Ordinary

s HK$100

Rl

1005 7T

Hong Kong Ordinary

s HK$100

Tk

10078 7T

Percentage of
equity attributable
to the Company
[ 3 Ep NG|
BEESEE I
Direct Indirect
EE &

= 100

*

*

= 100

= 100

= 100

= 100

Principal
activities

IREHK

Property
holding
NERE

Dormant

TEEW

Dormant

LR

Dormant
TEEK

Dormant
TEEK



Nominal

Place of value of issued

incorporation/ ordinary/

registration and registered

operations share capital

BEMEL/ BRI

Name a2k L@/
£ EEHE RAHEE
Gainful International Hong Kong Ordinary
Investment Limi‘red N HKS$100
HEFARRERRD Tk
1005 7T

*k

The non-voting deferred shares carry no
rights to dividends other than a fixed non-
cumulative dividend at the rate of 5%
per annum on the excess of the net
profits over HK$1,000,000,000,000 that the
company may determine to distribute in
respect of any financial year. On a
winding-up, the holders of the non-voting
deferred shares are entitled, out of the
surplus assets of the company, to a return
of the capital paid up on the non-voting
deferred shares held by them
respectively, after a total sum of
HK$1,000,000,000,000 has been distributed
in such a winding-up in respect of each
of the ordinary shares of the company.
Save as described above, the holders of
the non-voting deferred shares are not
entitled to any participation in the profits
or surplus assets of the company and shall
not be entitled to receive notice of or to
attend or vote at any general meeting
of the company.

Subsidiaries acquired during the year.

* %

Percentage of

equity attributable
to the Company Principal
[ 3 Ep NG| activities
REAERADL TEXR

Direct Indirect

E# 8 &

= 100 DormonT

EERK

E&KTEZELEHQTQZT%ﬁ/\’ﬁ%W
NABREMTBRFEE ZEBEZ
5%¢$ﬂﬁ§ﬁ%i7\)§§§@ﬁﬂﬂ
1,000,000,000,000% T 2 & 58 2 [
EIFRERE BRI 2N EIR mT’i
BERMNDIEEAERWERE FR
S50 &m%@kﬂxfﬁ%ﬁ/\ﬁ%ﬁ\
Eﬂﬂx%@ﬁxﬁ K &
1,000,000,000,000/% T % *E}ﬁfﬂiv
EEREZERERELERG B
AZRBREETEEBEEHER K
LRI EREREERNIEE
ABESZ RNNFEE QA 2B
BE: RRTEERIRARZREXR
RE REEZERSGLES L

o

]:n

Iﬁi

I~

RERKBZHEBRE-



Raw materials R
Work in progress + X
Finished goods BIAK o

As at 31 March 2002, the carrying amount
of inventories carried at net realisable
value included above was approximately
HK$89,000 (2001: HK$892,000).

The Group’s frading terms with its customers
are mainly on credit, except for new
customers, where payment in advance is
normally required. The credit period is
generally for a period of one month,
extending up to three months for major
customers. Each customer has a maximum
credit limit. Overdue balances are
reviewed regularly by senior management.

Group

F&EE
2002 2001
—BR-F —TTF
HK$°000 HK$"000
TERT TEL
2,524 6,195
599 1,374
3,882 4,000
7,005 11,569

MRZTBZE_F=A=+—HB" L7
IR FEARZFERTL89,000% T
—ZEFT—F:892,0008T) °

BEEP —RAZEANKIEIN AEH
BEXPZEZGHRFANEERE FE
H-—ReH—EA mMEXEFFRIAE
REZAA-B2EFHAAEREER
Bo-RREEREY R BEER



An aged analysis of the accounfts
receivable as at the balance sheet date,
based on invoice date, and net of

provision, is as follows:

Within 30 days
31 to 60 days
61 to 90 days
91 to 180 days
Over 180 days

30 A
31E60H A
612 90H A
91£180B A
38 180H

An aged analysis of the accounts payable
as at the balance sheet date, based on

invoice date, is as follows:

Within 30 days
31 to 60 days
61 to 90 days
91 to 180 days
Over 180 days

30 A
31£60H A
61£90H A
91£180E A
38 180H

REER REZBHARRGKREBERZ

FE U BR SR ARl D AT A0 T

Group

3
2002 2001
—BBR-F —TTF
HK$’000 HK$"000
TERT FET
2,464 3,010
360 154
305 71
1,003 872
32 -
4,164 4,107

RNEE R REZEBZ BNRARE

b i/ O

Group

3
2002 2001
—BR-F —TTF
HK$’000 HK$"000
THERT FET
1,947 1,455
834 305
703 299
2,361 9,152
17,882 15,013
23,727 26,224




Bank overdrafts:
Secured
Unsecured

Current portion of
bank loans:
Secured
Unsecured

Trust receipt loans,

secured

Other loans,
unsecured

Current portion of
finance lease
payables

MEBRITEX:
BER
EE A

SN 2B 47
RITER:
BER
EE A

ERbkEER
BHEA

AtER
BER

SVERER 1 2 R
BEMRE

Group Company
x5E YN
2002 2001 2002 2001
“8¥=F -TT-F ZR¥-F -2T-F
Notes HK$°000 HK$’000 HK$°000 HK$"000
Bt = TERT TET TER TERT
20
962 962 - -
6,932 5,309 - -
7,894 6,271 - -
20
30,233 24,299 - -
8,398 8,398 - -
38,631 32,697 - -
20 72,578 72,896 - -
20 26,400 - 26,400 -
145,503 111,864 26,400 -
21 2,881 6,614 - -
148,384 118,478 26,400 -




Bank overdrafts
repayable within one
year or on demand
(note 19)

Bank loans repayable:

Within one year or
on demand (note 19)

In the second year

Trust receipt loans
repayable within one year
or on demand (note 19)

Other loans repayable
within one year (note 19)

Portion classified as
current liabilities (note 19)

Non-current portion

Group Company
b3 b
2002 2001 2002 2001
—ZEE-f —TT-F CZZEE-FE —TT—F
HK$’000 HK$'000 HK$’000 HK$’000
TEx FET TER FAT
BR—FRREEX
BEZHTEY
(Fit3£19)
7,894 6,271 - -
AR T 5 HA
RANEE
ZRTEXK:
—FE R
BBk
(BH3E19) 38,631 32,697 - =
F_FNR - 6,542 - -
38,631 39,239 - -
ER—FARIKE
KEE Z 55
BER(HE19) 72,578 72,896 - =
AR —FANEE
ZEME R
(M3E19) 26,400 = 26,400 =
145,503 118,406 26,400 =
NERBAaESD
(B5E19) (145,503) (111,864) (26,400) =
FERBEEDD - 6,542 - =




At 31 March 2002, the banking facilities of
the Group were secured by:

0) certain medium term leasehold land
and buildings of the Group in the
PRC with an aggregate carrying
value of approximately
HKS$47,500,000 (2001: HK$47,800,000);

(i) certain plant and machinery and
equipment of the Group with an
aggregate carrying value of
approximately HK$884,000 (2001:
HK$2,107,000);

(ii)  corporate guarantees executed by
the Company and certain
subsidiaries of the Company; and

(iv) unlimited personal guarantees
executed by Messrs. Chan Chun
Hung and Wong Kin Ching, former
directors of the Company.

In respect of the corporate guarantees
provided by the Company in (iii) above, a
provision based on the extent that it is
considered probable that the liabilities
associated with the guarantees provided
by the Company may be crystallised in the
foreseeable future and amounting tfo
HKS$26,500,000 has been made by the
Company as at 31 March 2002 and is
included in its other payables and
accruals.

R-ZEE-_F=ZA=+—H KA&EE

RITRMEUT IS EERER:

() AEBEREEZE447,500,000
%ﬁ(:zz £ :47,800,0007%
M) ZETHREFAHEE LK
EE

(i) AEEBRMEBL L 884,000%
T (ZZEZE—4:2,107,0008 7T)
ZETHE Hs R

(i) ARAREETHEBRRIELZ

(iv) BHARBREZRREALERS
RERETHEHZERBEAE
&R

BEX(NARRIRE 2 ARIERME -
KB R RS R B E 2 R AT EER
AR ZERERIBERAIREZERTZ
IR 5 8026,500,000/% 7T E B A A B
—EE_F=ZA=+—HEH X
AHE RN R BT RIER-



The Group leased certain of its plant and
machinery, and motor vehicles during the
year. These leases are classified as finance
leases and have remaining lease terms
ranging between one to two years.

In the prior year, the Group had defaulted
in repaying the lessors due to financial
difficulties. In this regard, the lessors had
demanded the immediate repayment of
all finance lease payables. Accordingly, all
finance lease payables were reclassified
as current liabilities as at 31 March 2001.

During the year, the Group had repaid part
of the finance lease payables previously
defaulted. In addition, the Group also
reached agreements with certain lessors
tfo reschedule the repayment of finance
lease payables. Accordingly, the related
lessors had withdrawn their demand for
immediate repayment.

RAFEER NEE L HEERE M
RAEZBD EHECHIEREM
W UMFGEEFHNF —EMFZ
] o

REFE NEBE BN BREERER
HEAER UM S HEAD ZKA
I {852 P B R & TH A9 e RO - 8t - P
EREMNERNREER T —F=
A=+—REBIRRBEE-

RARFER AEBDERZAIREE
ZEBn BN B AL TRIE I ANEE
MEF D EBEAERZ B H BEFL
PR BB A IR 2 Bt AR
HHEASHEHEBR 2 BREK.



As at 31 March 2002, the fotal fufure
minimum lease payments under finance
leases and their present value were as

R-CBEZEZ-_F=A=+—H @EHEY
TZHEENEREHSRNEREBANT:

follows:

Group

Amounts payable: FE A B EE -
Within one year —F R
In the second year F-FR

Total minimum
finance lease payments

e &K & 425

Future finance charges RKFE &
Total net finance lease FERTRLE R 4FE
payables R

Portion classified as current
liabilities (note 19)

Long term portion

AERBAaEIS S
(M3E19)

REE D

SSAP 14 was revised and implemented
during the year, as detailed in note 2
to the financial statements. Certain new
disclosures are required and have been

included above.

The prior

year

comparatftive amounts for the new
disclosures have also been included

where appropriate.

REHE

Minimum lease

Present value of
minimum lease

payments payments
ER&EHES ERGEHESRE
2002 2001 2002 2001
“28-f C—TT-F CZBE-f _TT-F
HK$’000 HK$’000 HK$°000 HK$"000
TER TET TER TET
3,025 7,443 2,881 6,614
1,186 - 918 -
4,211 7,443 3,799 6,614
412) (829)
3,799 6,614
(2,881) (6,614)
918 -

RARFEER BEFRRITEESHE
BERIF 1457 FER M B REME2 -
FREANEETEAREEESRE A
EHAR L -BEMBEBEFTHRZLF
EhhReBAECHMED (WEH) -



Loans from a director are unsecured, bear
interest at the prime lending rate in Hong
Kong plus 3% per annum and are
repayable on demand.

Subsequent to the balance sheet date, the
director has undertaken that he will not
demand the Group to repay partly or
wholly of the loans advanced to the Group
before 30 June 2003.

KB —EZEZERALEEM FTER
EREBEFEAREBEENRNENIER
REREEE-

i

B EEAGHREK \@ﬁj?$
—EE=FRA=THHIX
BRETARE 28K

ok
=

Hy SR
i
ﬁ%iﬂlﬁ

Group
REH
2002 2001
—EECF —EE—F
HK$’000 HKS$'000
FE T FET
At beginning of year F 4 - 4,300
Credit for the year (note 11) NEFFA (HEET) - (4,300)
At 31 March KR=A=+—8 - :

The principal amounts of the Group’s and
the Company’s deferred tax assets not
recognised for in the financial statements
at the balance sheet date were as follows:

Tax losses carried IEE 8 &
forward

REEH BBEREARERZAEER
EARRRERBEEZASBAN T :

Not provided

KRR
2002 2001
—g®-% C—TTF
HK$°000 HK$ 000
F#T FiB T

17,404 14,706




No deferred tax has been provided on the
revaluation surplus of the Group’s
leasehold land and buildings situated in the
PRC as the Group presently does not have
any intention to dispose of its leasehold
land and buildings.

The Company and the Group had no
unprovided deferred tax at the balance
sheet date (2001: Nil).

On 30 October 2000, the Company
enfered into a conditional subscription
agreement (the "CN Agreement”) with
Join Asia Enterprises Limited (“Join Asia”),
which is an independent third party not
connected with the Group. Pursuant to the
CN Agreement, the Company issued a
HKS3 million convertible note (the
“Convertible Note”) to Join Asia. The
Convertible Note has been issued at 100%
of its principal amount, bears inferest af
the rate of 5% per annum and is payable
on 16 November 2002 (the “Maturity
Date”).

Pursuant to the CN Agreement, Join Asia
has the right fo convert the whole or any
part of the principal amount of the
Convertible Note into fully paid ordinary
shares of HK$0.01 each of the Company
at a conversion price of HK$0.015 per share
(the “Conversion Price”) at any time before
the Maturity Date. If not converted by the
Maturity Date, the Company would repay
such principal outstanding under the
Convertible Note to Join Asia together with
all interest accrued thereon up to and
including the Maturity Date.

MRANEE B AT B E LSRR
EXHREBT WAL BEXRNEELRF
Bz HET BT 2 EGMRBKIERIE
{3 AE AR TR o

REER NAB RASE BB &I R
REEERB(CEZE—F 8)-

RIZETZEF+A=TH AR aHE
SeEAERAR ([HE]) FTLA HRF
BB E ([ B R RE]) B —%
VEZF BAKEYERRE - RIBEZA
B &% - K2 )8 173,000,000/8 7T
ZA R (AR ER]) T 8-
HBEEEAE+ R A S EHTILIA
FROEEAENE - YAR-_ZTT_F
T—A+RB(T2HA]) Xfte

REEGRG S RS AERIIHBEZ
Al A 5 [ 5 AT HR AR R 9B 2 2 BP sk (2 (]
BOXRE R RER0.0158 T2 K
EB(TH®RE]) BRAARFEREE
0.O0TETZES R BB MmN E H A
REEH KRAREETREERR
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Subsequent to the balance sheet date on
6 May 2002, Join Asia converted all the
Convertible Note at the Conversion Price
which resulted in the issuance of
200,000,000 shares of HKS$0.01 each in the
Company.

Shares

Authorised:
10,000,000,000
ordinary shares
of HK$0.01 each

Issued and fully paid:

2,483,936,760
ordinary shares
of HK$0.01 each

A TE B
10,000,000,0004%
FREECCIETT
ZE B

BRI RMRRAE
2,483,936,7600%
SR EO.01% T
2 EBB

Pursuant to an ordinary resolution passed
at a special general meeting held on 13
May 2002, the authorised share capital of
the Company was increased from
HK$100,000,000 to HKS$300,000,000 by the
creation of an additional 20,000,000,000
shares of HKS0.01 each.

HEBR R_TZE_FHANBE EH
TERTWEL A5 BR AT R A R R - A B

#7200,000,000/% & Ax E1{E0.01% 7T 2
$/AETH§19}

B 15
Company
PN
2002 2001
—BB-F _—TTF
HK$°000 HK$’000
TET FET
100,000 100,000
24,839 24,839

BE_ZT_FHEAT=BERREH
RE BBz —HEBRER ARA
ZEERNEE RN ER
20,000,000,0008% & % 1 {E0.017%8 7T ik

7 B9 100,000,0007% 7T #& % 300,000,000
A ICo



Share options

The Company operates a share option
scheme (the “Scheme”), further details of
which are set out under the heading
“Share option scheme” in the Report of the

Directors.

Details of the movements in the number of
outfstanding share options of the Company
during the year are summarised as follows:

Exercise price
per share

HK$0.046

HK$0.03472

Total

0.0467% 7T

0.03472% T

it

jazos

B

ARBET-ABEREE ([ %G
g AEFRENESTE®RSE [BR

‘e —BRe

RARFEER RNRABZARITEREREHK

AZEBRBEOT:
At Lapsed At
1 April during 31 March
2001 the year 2002
‘000 ‘000 ‘000
R-EBZ2-F RIFER R-FTF-F
NA—H X% =ZA=+-H
Tt T T
59,700 (46,000) 13,700
50,000 (50,000) -
109,700 (96,000) 13,700

Exercise
period of
share options

BREZ
ITRERS

21 July 1999 o
16 February 2008
—hANELR
“t+-8%
—ZETN\EF
ZA+AA

20 September 2000
to

16 February 2008
ZETEF
NA-tHEZ
ZEENE
ZA+<A



At the balance sheet date, the Company
had 13,700,000 share options outstanding
under the Scheme. The exercise in full of
the outstanding share options would, under
the present capital structure of the
Company, result in the issue of 13,700,000
additional shares of HK$0.01 each at a
total consideration, before issue expenses,
of approximately HK$630,000, subject to
adjustment.

Warrants

The Company had 352,841,220 outstanding
warrants as at 1 April 2001 which were
granted on 28 September 1999. Each
warrant entitled the holder thereof to
subscribe for one share at a subscription
price of HKS$0.05 per share, payable in cash
and subject to adjustment, from the date
of issue to 28 September 2001 (both dates
inclusive).

No warrants were exercised during the year
and all warrants lapsed as at 31 March
2002.

REEBR AXARRBEBEZTESR
13,700,00017 & 1715 2 i B 4 - iR B A<
NEREZRARE BEITERITE
<2 FERR R T] Be B BURE SN 88 17 13,700,000
& &R EEO. 01,%357121& N BRED
630,000/ 7t (KB Eﬁﬁ) ]
FTHE

AR ERE

R-ZZEZE-—FOA—-—H - XRAF
352,841,220(p X — W ANFNRA =+
NBREZRITERRER & B

RERTHEFBE AEN B EITAHE
HAECZEE-FAA-TN\R(BEE
M B)ILRREESR0.058 TRE
—IRAR 17 BB AR & X AT T 7
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FAMETETARRES 2R
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Group

At 1 April 2000

Issue of shares

Share issue expenses
Net loss for the year
Revaluation deficit

At 31 March and

1 April 2001
Net loss for the year
Revaluation surplus

At 31 March 2002

KEEZERIFE
BftERE

N-EE-#ZfA=+-6

ERmA—A
AEE7BRSE
EHRBME

R-ZE_F=A=+—H

E¥

Retained
profits/
Fixed asset  (accumu-
Share Contributed  revaluation lated
premium surplus reserve losses) Total
TEE REEA/
R4 %8 AR EftfiE (REEBR) &t
HK$000 HK$"000 HK$'000 HK$000 HK$"000
TET TET FET FET THET
44,397 10 36,978 122,493 203,878
22 - - - 22
(22) - - - (22)
- - - (279,335) (279.335)
= = (18,954) - (18,954)
44,397 10 18,024 (156,842) 94.411)
- - - (59,284) (59,284)
- - 460 - 460
44,397 10 18,484 (216,126) (153,235)




Company
At 1 April 2000 R-ZZEZTTEWAH—H
Issue of shares BIRM
Share issue expense BROETE
Net loss for the year KEEZEETE@%E
At 31 March and RZET—F=A
1 April 2001 =+t-BRkIMA—H
Net profit for the year RER RN FR
At 31 March 2002 RZTZE-F=f

=t-H

The contributed surplus of the Group
represents the difference between the
nominal value of the share capital of the
subsidiaries acquired pursuant to the
Group reorganisation on 17 February 1998,
over the nominal value of the share
capital of the Company issued in
exchange therefor.

The contributed surplus of the Company
represents the excess of the then
combined net assets value of the
subsidiaries acquired pursuant to the
same reorganisation, over the nominal
value of the Company’s shares issued in
exchange therefor.

Retained
profits/
(accumu-
Share  Contributed lated
premium surplus losses) Total
REBH/
R4 EE BB (REBE) &t
HK$'000 HK$'000 HK$000 HK$000
TET TET TET TET
44,397 68,509 8,390 121,296
22 - - 22
(22) - - (22)
- - (252,403) (252,403)
44,397 68,509 (244,013) (131,107)
- - 37,461 37,461
44,397 68,509 (206,552) (93,646)

AEBZBABRBERE-NANANFZ
AT ERETZRBEAMUBE 2B
NAIRAZEE BARRR/RIBWELF
By MmBETZRAREZZE

ARBZBABRBERER—BEMAM
WEZWBARER e HEERE"
BEARRSRBMZEEEMET M
RHEEZHHE-



(a)

Reconciliation of loss from operating (a)
activities to net cash outflow from

operating activities

Loss from operating
activities

Depreciation

Interest income

(Gain)/loss on disposal
of fixed assets

Provision for bad and
doubtful debts

Provision for inventories

Provision for advances to
a company

Provision for deposits made
to certain suppliers

Provision for unrecoverable
inventories held by
a company

Provision for impairment
of fixed assets

Revaluation deficit on
land and buildings

Increase in accounts
receivable

Decrease/(increase) in
inventories

Increase in prepayments,
deposits and other
receivables

Decrease in trust receipt
loans with original
maturity greater than
three months

Decrease in accounts
payable

Increase in other payables
and accruals

Net cash outflow from
operating activities

REXBER

e

M B YA
HEBREEE (Ka)
[ Ei]

RIE IR B

FEEE
—HABBRER

0% 4% 7 T 1
PEES T

— KA R 2 T AR
RS SR T

Bl 8 E B
LR T 2 B 1 A
R B 302 4
HEZHD/ (E M)

BEARE - RE REA
J& WK IR 2 #E AN

REMABB=BMAZ
= 5t WIE B SUR D
& 11 B 3R 2 Ok >

S o B R BB BUR 2
12 n

REXBzZHRE R
ks

REXBERRACEXRBE RS

MHEBEEHERR

2002 2001
—gE¥-F _—TTF
HK$’000 HK$ 000
F& T FAET
(43,449) (269,994)
14,750 17,973
(14) (63)
(204) 2,231
690 124,515

- 6,615

- 5,177

- 4,635

- 11,791

- 54,981

2,638 3,073
(747) (26,005)
4,564 (5,344)
(2,754) (14,662)
- (8,290)
(2,497) (21,391)
12,579 34,672
(14,444) (80,086)




(b) Analysis of changes in financing (b) FABMEZBIN
during the year
Issued Obligations
capital under
and share Bank Other Loan from finance Convertible
premium loans loans a director leases note
BRTRAR RE—1L mE T]K
ROEE RTER HUEX EFZIZER  HYHEE 2B
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$'000
TR FTET TRT FET THT FET
At 1 April 2000 R-ZZZTTFMA—A 69,230 40,443 - - 5219 -
Net cash inflow/(outflow) RBEmMRAN/
from financing (") 2B& 28 - (1,204) - 9,000 (2,139) 3,000
Issue of shares BIRH 28 - - - - -
Share issue expenses BROETER (22) = - - - -
Inception of finance leases FTUHBERDN - - - - 3,534 =
At 31 March and RZEZ-F=A=+—H
1 April 2001 kmA—A 69,236 39,239 - 9,000 6,614 3,000
Net cash inflow/(outflow) REBEmRA/
from financing (ki) 2Be%8 = (608) 14,400 7,000 (2.815) -
Assignment of loan HBREX
(note 27(c)) (Mz27(c)) = = 12,000 (12,000) - -
At 31 March 2002 RZEL-ZF=A=+—H 69,236 38,631 26,400 4,000 3,799 3,000
(c) Major non-cash transaction (c) ETEHEBEEXS

During the year, a director assigned
part of his loans advanced to the
Group of HKS$12,000,000 to an
independent loan provider. The
foregoing assignment did not result
in any cash flow.

Details of the Group’s bank and other
borrowings, which are secured by assets
of the Group, are included in notes 14 and
20 to the financial statements.

RAFEERN —REFR —FL
BMRAANEZEDEGLTAEEZ
$43% 12,000,000/ JT o I uft 82 3%
TEEEEMRSRE

AEBUARSEEEFER ZRITRE
ERZFREARMBREME14%
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The Group leases certain of its office
properties under operating lease
arrangements. Leases for properties are
negotiated for a ferm of two year.

At 31 March 2002, the Group had total
future minimum lease payments under non-
cancellable operating leases falling due as
follows:

Within one year —F X
In the second to F_EEFRF
fifth years, inclusive (BIEEERSE)

In addition, pursuant to various agreements
entered into between the Group and an
unrelated party in the PRC, the Group is
required to pay annual fees of HK$118,000
in respect of certain leasehold land of the
Group in the PRC, with a carrying value of
HK$29,554,000 as at 31 March 2002,
commencing from the year 2008 up to the
year 2048 with a 20% increment for every
five years (note 14).

SSAP 14 (Revised), which was adopted
during the year, requires lessees under
operating leases to disclose the total future
minimum operating lease payments, rather
than only the payments to be made during
the next year as was previously required.

AEERBELEMANTHEEE THA
EPE-VEHEHRESHAMF-

W_TE-_F=A=+—H0 ££ER
BRMHBEATEN Y ARRERS S
HER AT HRE -

Group

xE
2002 2001
—EB-F -BT—F
HK$’000 HKS$’000
FE T TET
398 345
248 -
646 345

SN RIBFASEREFE 2 — B ERH
BALRIEZZHG® ARERRA
EEETETBR 2 HETHWINFE
118,000 T AL N T —F
= A=+—HZKRHEE 529,554,000/
T HAOR-_ZEZENFEE_TO/\F
I R FHELE N20%FHE14)

AERARM G EHERF 145 (
RIEFDRERBENAZAHBAFTRE
BHRREBESAERE MIFWMELARE
EBARBESN T —FREMEL AR



In addition to the operating lease
commitments detailed in note 29 above,
the Group had the following capital
commitments at the balance sheet date:

B £ ST RE 295 51l 2 &8 & AV AFEIN -
AEBREERBATERNARE:

Authorised, but not contracted RUWEE T T2
for acquisition of certain land BHEBRETD
NS

The Company did not have any significant
commitments at the balance sheet date
(2001: Nib).

®

A claim for approximately
HK$4,413,000 plus damages and
costs in respect of default under an
overdraft facility and a frade facility
was brought by DBS Kwong On Bank
Limited against the Company and
HCT, a subsidiary of the Company.
DBS Kwong On Bank Limited joined
the Bank Group and this claim had
been subsequently settled as part of
the compromise agreement reached
with the Bank Group as detailed in
note 3(a)(ii) to the financial
statements.

A Bt

‘H I

®

EI

Group

3
2002 2001
—EE-F —EE—F
HK$’000 HK$"000
TET FET

- 3,150
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W
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AR AEE B I B E AR (=
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@D

(i)

Claims for outstanding frade debfts
were brought by several suppliers
against HCT in the prior year in
respect of goods supplied for
approximately HK$850,000 in
aggregate together with interests,
costs and/or other relief. The Group
subsequently filed defences. No
further action has been taken by the
suppliers. A full provision for
HK$850,000 had been made in these
financial statements.

A claim for approximately
HK$2,994,000, in respect of the
provision of goods plus interests, was
brought by a supplier against the
Company and HCT and an
amended judgement was entfered in
favour of the plaintiff on 29 January
2001. By a consent order dafed 11
April 2001, there was a stay of
execution on judgement on the
condition that the Group paid fo the
plaintiff the claim fogether with
intferest by 8 instalments. However,
the Group defaulted in setflement
affer paying 2 instalments of
HK$800,000 in aggregate. On 2
November 2001, the Group entered
info another deed of compromise
with the supplier to make an
aggregate seftlement of
HK$2,507,000 by 9 instalments. At the
date of this report, 6 instalments
aggregating HK$2,000,000 had been
paid to the supplier. The remaining
unsettled amount of HK$507,000 has
been fully provided for in these
financial statements.

)

(i)

REFESETHERNEHES
& $£49850,0007% T & [ 7.8
RAR,/ REMERALESETTA
REREERKBEZDREARARE:
AEBERRLIOR - HERL
S EEREGE — H1TE) R AR
BHREANEFLZHBEE
850,000/% 7t ©

—HHtERREREERAR R
K 1 & I B4R 1 £92,994,000/8
TRMAEZRE IR _FF
—F—A-t+thBEERRASG
BZREFTEHR-RIEAMS -
ZE-FMOA+—HZ—BRE
Sk BAECR AT EEIT R
SASERNBAXNREER
DRI 2 F B AT ANEH
£ 2 1 ™ #i & #£800,000/% 7T 2
RBBEREELER-R_FF
—F+—AZH - FAEEHEMEE
BRI 5 —REBERE HOHE
i 48 38 5 %8 2,507,000/ 7T ° AR
BEZR AEECRAHEERX
168 & #£2,000,000/% 7T ° 82 T
N B8 S 507,000/ 7T 2 R A
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@iv)

%

A claim for approximately
HK$3,196,000, in respect of the
provision of printing services to the
Group plus interest, was brought by
a service provider against the
Company. By a consent order dated
1 March 2001, the claim was fo be
settled by monthly instalments. Due
tfo the Group’s default in payment,
a winding-up petition was brought
by the services provider against the
Company. On 22 March 2002, the
Group entered info a deed of
seftlement with the service provider
and the petition was withdrawn on
16 April 2002. At the date of this
report, setftlement of approximate
HK$2,864,000 had been paid by the
Group. Full provision for fthe
remaining unsettled amount of
HK$332,000 has been made in these
financial statements.

Two claims were filed by Pacific
Finance (Hong Kong) Limited (“"PF")
against subsidiaries of the Company
in respect of a dispute regarding
finance lease contracts for certain
equipments. The Group and PF
entered into a seftlement
arrangement on 21 March 2001
regarding those claims under which
the Group is obliged to pay rental
and interest by instalments, the last
of which is to be paid on or before
15 August 2002. Full provision for the
unsettled amount of HK$1,402,000
has been made in these financial
statements.

@iv)

W)
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(vi)

(vii)

A claim for a total sum of
HK$2,349,000, in respect of lease
payments plus interest, was brought
by Wing Hang Finance Company
Limited ("WHF") against HCT and the
Company on 12 April 2001. By way
of undertaking and guarantee/
indemnity signed between the
Group and WHF, the claim has been
adjourned sine die with no order as
to costs at a hearing on 15 October
2001. During the year, a settlement
of HK$742,000 had been made by
the Group to WHF and full provision
of the remaining unsettled amount
of HK$1,607,000 has been made in
these financial statements.

As at the date of this report, writs of
summons had been issued by other
miscellaneous creditors aggregating
approximately HKS$2,206,000,
together with claims for infterest
thereon in respect of purchases of
goods and the provision of services.

In the opinion of the directors, adequate
provisions have been made by the Group
in respect of all the claims above-noted in
the Group’s financial statements as at 31
March 2002.

) XFHHEBERAB ([XKFEH
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RE-BBAKEEKTZ MR
EZERHERER/BE BBRAR
BeERER_ZTZT—F+A+
AHEZRALERBRERSHKT
BRARR - RAFEAR N&H
B Aok F § %5 1 1 742,000/8 7T
EX - MBTREERSE
1.607,000/8 Tt E X A B 75 ] &
NE BB G-

(viiy RAIRE B H - 4258 492,206,000
BILZEMEEEARBEE MR
BREERAR AN ERER D
<K

EERR AEBER_ZTZT_F=4
=t BZMBREAR LB SR E
ZEHREFELTBZBE-



@i

(i)

@v)

On 6 May 2002, the Group’s
convertible note of HK$3,000,000
outstanding as at 31 March 2002 was
converted into 200,000,000 shares in
the Company at a conversion price
HK$0.015 per share.

Pursuant to an ordinary resolution
passed at a special general meeting
held on 13 May 2002, the authorised
share capital of the Company was
increased from HKS$100,000,000 to
HK$300,000,000 by the creation of an
additional 20,000,000,000 shares of
HKS$0.01 each.

On 16 May 2002, the subscription
agreement entfered into by fthe
Company with Vision Century was
completed which resulted in the
issue of 3,000,000,000 ordinary shares
of HK$0.01 each in the Company at
a price of HKS$0.01 per share. Cash
proceeds of HK$30,000,000, before
related expenses, were received by
the Company. Further details of the
subscription agreement are set out
in note 3(a)().

On 16 May 2002, the compromise
agreement entfered into by the
Group with the Bank Group was
completed which resulted in the
issue of convertible nofes of
HK$6,500,000 and a cash payment
of HK$20,039,000 by the Group to the
Bank Group. Further details of the
compromise agreement are set out
in note 3(a)(ii).

®

@i

(i)

@iv)
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)

(vi)

(vii)

Pursuant to one of the compromise
agreements entered into by the
Group with the creditors during the
year, the Company issued
520,000,000 new ordinary shares of
HKS$0.01 each in the Company to a
creditor on 16 May 2002. Further
details of the compromise
agreement are set out in nofe
3(a)(iii) to the financial statements.

On 29 May 2002, the Open Offer
detailed in note 3(b) was completed.
A total of 4,025,905,140 new shares
of HK$0.01 each in the Company
were issued. Cash proceeds of
HK$40,259,000, before related
expenses, were received by the
Company.

Subsequent to the balance sheet
date, the Group agreed with or
obtained written consent from
certain creditors fo reschedule the
repayment terms of the Group’s
indebtedness. Further details of such
agreements are set out in note 3(c)
fo the financial statements.

%

(vi)

(vii)
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@i

Mr. Chan Chun Hung and Ms. Wong
Kin Ching, former directors of the
Company, had executed unlimited
personal guarantees at 31 March
2002 in respect of certain banking
facilities granted to the Group.

Mr. Lo Chi Ming, Charles, a director
of the Company, advanced loans of
HK$7.000,000 to the Group during the
year. The loans are unsecured, bear
interest at the prime lending rate in
Hong Kong plus 3% per annum and
are repayable on demand. As at 31
March 2002, the outstanding
balance of the loans advanced by
this director was HK$4,000,000.

The financial statements were approved
and authorised for issue by the board of
directors on 19 July 2002.
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