1.

Notes to the Financial Statements

For t}xe Year ended 31st }Latrcll, 2001

GENERAL

The Company is an exempted company incorporated in the Cayman Islands with limited liability.
The shares and warrants of the Company are listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

The Company is an investment holding company and provides corporate management services.

The activities of the Company’s principal subsidiaries at 31st March, 2001 are set out in note 55.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention as modified for the

valuation of investment properties and certain investments in securities.

The financial statements have been prepared in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and its
subsidiaries made up to 31st March each year.

The results of subsidiaries, associates and jointly controlled entities acquired or disposed of during
the year are included in the consolidated income statement from the effective dates of acquisition or
up to the effective dates of disposal, as appropriate.

All significant inter-company transactions and balances within the Group are eliminated on

consolidation.

Goodwill

Goodwill represents the excess of the purchase consideration over the fair value ascribed to the
Group’s share of the separable net assets at the date of acquisition of a subsidiary and is written off
to reserves immediately on acquisition. Negative goodwill, which represents the excess of the fair
value ascribed to the Group’s share of the separable net assets at the date of acquisition of a subsidiary

over the purchase consideration, is credited to reserves.

Any premium or discount arising on the acquisition of an interest in an associate or a jointly controlled
entity, representing the excess or shortfall, respectively, of the purchase consideration over the fair
value ascribed to the Group’s share of the separable net assets of an associate or jointly controlled
entity at the date of acquisition, is dealt with in the same manner as that described above for goodwill.

On disposal of investments in subsidiaries, associates or jointly controlled entities, the attributable
amount of goodwill previously eliminated against or credited to reserves is included in the

determination of the profit or loss on disposal.
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Notes to the Financial Statements

For t]w Year ended 31st Marc]l, 2001

2. SIGNIFICANT ACCOUNTING POLICIES - continued

Investments in subsidiaries

A subsidiary is an enterprise in which the Company, directly or indirectly, holds more than half of the
issued share capital/registered capital or controls more than half of the voting power, or where the
Company controls the composition of its board of directors or equivalent governing body.

Investments in subsidiaries are included in the Company’s balance sheet at cost, as reduced by any

impairment losses recognised.

Investments in associates
An associate is an enterprise over which the Group is in a position to exercise significant influence,

through participation in the financial and operating policy decisions of the investee.

The consolidated income statement includes the Group’s share of the post-acquisition results of the
associates for the year. In the consolidated balance sheet, interests in associates are stated at the
Group's share of the net assets of the associates.

When the Group transacts with its associates, unrealised profits and losses are eliminated to the
extent of the Group’s interest in the relevant associates, except where unrealised losses provide
evidence of an impairment of the assets transferred.

Joint ventures
A joint venture is a contractual arrangement whereby the Group and other parties undertake an
economic activity which is subject to joint control and over which none of the participating parties

has unilateral control.

Jointly controlled entities
Joint venture arrangements which involve the establishment of a separate entity in which each venturer
has an interest are referred to as jointly controlled entities.

The Group’s interests in jointly controlled entities are included in the consolidated balance sheet at
the Group’s share of the net assets of the relevant jointly controlled entities. The Group’s share of
post-acquisition results of jointly controlled entities is included in the consolidated income statement.

When the Group transacts with its jointly controlled entities, unrealised profits and losses are
eliminated to the extent of the Group’s interest in the relevant jointly controlled entities, except

where unrealised losses provide evidence of an impairment of the asset transferred.
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Notes to the Financial Statements

For t}xe Year ended 31st }Llrcll, 2001

2. SIGNIFICANT ACCOUNTING POLICIES - continued

Investment properties
Investment properties are completed properties which are held for their investment potential, any

rental income being negotiated at arm’s length.

Investment properties are stated at their open market value based on independent professional
valuations at 31st March each year. Any surplus or deficit arising on the revaluation of investment
properties is credited or charged to the investment property revaluation reserve unless the balance of
this reserve is insufficient to cover a deficit, in which case the excess of the deficit over the balance of
the investment property revaluation reserve is charged to the consolidated income statement. Where
a deficit has previously been charged to the consolidated income statement and a revaluation surplus
subsequently arises, this surplus is credited to the consolidated income statement to the extent of the

deficit previously charged.

On the subsequent disposal of investment properties, the balance on the investment property
revaluation reserve attributable to the disposed properties is transferred to the consolidated income

statement.

No depreciation or amortisation is provided for investment properties with an unexpired term,

including the renewable period, of more than twenty years.

Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation or amortisation. 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 the asset has been
put into operation, such as repairs and maintenance and overhaul costs, is normally charged to the
income statement in the period in which it is incurred. In situations where it 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 an asset, the expenditure is capitalised as an additional cost of the

asset.

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

statement.

Where the recoverable amount of an asset has declined below its carrying amount, the carrying
amount is reduced to reflect the decline in value. In determining the recoverable amount of assets,

expected future cash flows are not discounted to their present values.

The cost of leasehold land or land use rights is amortised over the terms of the relevant leases or

rights, respectively, using the straight line method.
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Notes to the Financial Statements

For t]w Year ended 31st Marc]l, 2001

2. SIGNIFICANT ACCOUNTING POLICIES - continued

Property, plant and equipment - continued
The cost of buildings is amortised over a period of twenty years using the straight line method.

The cost of fixtures is depreciated at 15% per annum using the straight line method or over the terms

of the relevant lease, whichever is shorter.

Depreciation is provided to write off the cost of other assets over their estimated useful lives, and
after taking into account their estimated residual value, using the straight line method, at the following

rates per annum:

Computer equipment 33'/3%
Others 15%

Assets held under finance leases are depreciated over their expected useful lives, on the same basis as
assets owned by the Group or, where shorter, over the terms of the relevant lease.

Leased assets

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

accounting period.

All other leases are classified as operating leases and the annual rental expenses are charged to the

consolidated income statement on a straight line basis over the terms of the relevant lease.

Properties under development

Properties under development with the intention of holding them for long-term purposes when
completed or where no decision has yet been taken as to their purposes are included in the balance
sheet as non-current assets and stated at cost less provision for any permanent diminution in value, if
necessary. Cost includes professional fees and borrowing costs capitalised in accordance with the

Group’s accounting policy.

Club debenture
Club debenture is stated at cost, reduced by any impairment loss that is other than temporary, as

considered necessary by the directors.
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