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CORPORATE INFORMATION

The principal activity of the Company is investment holding. The
principal activities of the Company’s principal subsidiaries are set
out in note 16. There were no material changes in the nature of the
Group’s principal activities during the year.

IMPACT OF NEW AND REVISED
STATEMENTS OF STANDARD ACCOUNTING
PRACTICE (“SSAPs”)

The following recently-issued and revised SSAPs and related
Interpretations are effective for the first time for the current year’'s
financial statements:

B BHEREOR [EER%EE]
(B1&5T)
BIERENFL4E - [HE]
(#4530
S EHERELSSE - [KE]
(#185T)
BIERENERE ¢ [HEHRE]
B ERERFESE - [BE SAREER
RAEE]
BIERENE0N . [BREE]
B ERERE0N - [EBEH]
BIERENEE . [EERE]
SHERENERY  [FAPEHRERR
ERBARZ
BitAEl
212 [EBA0-HEL
BEzAEER
REBEL
HE |
213 (8- HBER
RREHE A
REZHERE
BEZSERE]

SSAP 9 (Revised): “Events after the balance sheet date”

SSAP 14 (Revised): “Leases”

SSAP 18 (Revised):  “Revenue”

SSAP 26: “Segment reporting”

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

SSAP 29: “Intangible assets”

SSAP 30: “Business combinations”

SSAP 31: “Impairment of assets”

SSAP 32: “Consolidated financial statements and

Interpretation 12:

Interpretation 13:

accounting for investments in
subsidiaries”

“Business combinations — subsequent
adjustment of fair values and goodwill
initially reported”

“Goodwill — continuing requirements for
goodwill and negative goodwill
previously eliminated against/credited
to reserves”
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IMPACT OF NEW AND REVISED
STATEMENTS OF STANDARD ACCOUNTING
PRACTICE (“SSAPs”) (cont'd)

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
arising from those SSAPs and Interpretations which have had
significant effects on these financial statements are summarised
as follows:

SSAP 9 (Revised) prescribes which type of events occurring after
the balance sheet date require adjustment to the financial
statements, and which require disclosure, but no adjustment. Its
principal impact on these financial statements is that the proposed
final dividend which is not declared and approved until after the
balance sheet date, is no longer recognised as a liability at the
balance sheet date, but is disclosed as an allocation of retained
earnings on a separate line within the capital and reserves section
of the balance sheet. The prior year adjustment arising from the
adoption of this new SSAP is detailed in note 12 to the financial
statements.

SSAP 14 (Revised) prescribes the basis for lessor and lessee
accounting for finance and operating leases, and the required
disclosures in respect thereof. 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 28 and
33 to the financial statements.

SSAP 18 (Revised) prescribes the recognition of revenue and was
revised as a consequence of the revision to SSAP 9 described
above. Proposed final dividends from subsidiaries that are declared
and approved by the subsidiaries after the balance sheet date are
no longer recognised in the Company’s own financial statements
for the year. This SSAP has had no impact on these financial
statements.
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IMPACT OF NEW AND REVISED
STATEMENTS OF STANDARD ACCOUNTING
PRACTICE (“SSAPs”) (cont'd)

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 set out in note 5 to the financial statements.

SSAP 30 prescribes the accounting treatment for business
combinations, including the determination of the date of acquisition,
the method for determining the fair values of the assets and
liabilities acquired, and the treatment of goodwill or negative goodwill
arising on acquisition. The SSAP requires the disclosure of goodwill
and negative goodwill in the non-current assets section of the
consolidated balance sheet. It requires that goodwill is amortised
to the consolidated profit and loss account over its estimated useful
life. Negative goodwill is recognised in the consolidated profit and
loss account depending on the circumstances from which it arose,
as further described in the accounting policy for negative goodwill
disclosed in note 3 to the financial statements. Interpretation 13
prescribes the application of SSAP 30 to goodwill arising from
acquisitions in previous years which remains eliminated against
consolidated reserves. The adoption of the SSAP and Interpretation
has not resulted in a prior year adjustment for the reasons detailed
in notes 3 and 30 to the 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.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation and consolidation

The consolidated financial statements include the 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.

In preparation for the public listing of the Company’s shares on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) in
November 2000, a reorganisation scheme (the “Group
Reorganisation”) took place to rationalise the structure of the Group,
and was completed on 16 October 2000. The Group Reorganisation
involved companies under common control. The consolidated
financial statements for the year ended 31 March 2001 were
prepared using the merger basis of accounting in accordance with
SSAP 27, “Accounting for group reconstructions”, as a result of the
Group Reorganisation. Under this basis, the Company has been
treated as the holding company of the subsidiaries pursuant to the
Group Reorganisation (the “Subsidiaries”) for the financial year
presented, rather than from the date of acquisition of the
Subsidiaries on 16 October 2000. Accordingly, the consolidated
results of the Group for the year ended 31 March 2001 include the
results of the Company and the Subsidiaries with effect from 1
April 2000, or since their respective dates of incorporation or
establishment, where this is a shorter period. The results of other
subsidiaries incorporated or acquired by the Company during the
year ended 31 March 2001 are included in the consolidated profit
and loss account for that year from their effective dates of
incorporation or acquisition, respectively.

In the opinion of the directors, the consolidated financial statements
prepared on the above basis present more fairly the results and
the state of affairs of the Group as a whole.

All significant intercompany transactions and balances within the
Group are eliminated on consolidation.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

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
periodic remeasurement of leasehold land and buildings and
investment properties, as further explained below.

Revenue recognition

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

(@)  from the sale of goods, when the significant risks and rewards
of ownership have been transferred to the buyer, provided
that the Group maintains neither managerial involvement to
the degree usually associated with ownership, nor effective
control over the goods sold;

(b)  rental income, on a time proportion basis over the lease
terms; and

(c) interest income, on a time proportion basis taking into
account the principal outstanding and the effective interest
rate applicable.

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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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

Joint venture companies

A joint venture company is a company set up by contractual
arrangement, whereby the Group and other parties undertake an
economic activity. The joint venture company operates as a separate
entity in which the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates the
activities of the joint venture company, the capital contributions of
the joint venture parties, the duration of the joint venture and the
basis on which the assets are to be realised upon its dissolution.
The profits and losses from the joint venture company’s operations
and any distributions of surplus assets are shared by the venturers,
either in proportion to their respective capital contributions, or in
accordance with the terms of the joint venture agreement.

A joint venture company is treated as:

(@)  a subsidiary, if the Company has unilateral control over the
joint venture company;

(b)  a jointly-controlled entity, if the Company does not have
unilateral control, but has joint control with other joint venture
parties over the joint venture company;

(¢) an associate, if the Company does not have unilateral or
joint control, but holds generally not less than 20% of the
joint venture company’s registered capital and is in a position
to exercise significant influence over the joint venture
company; or

(d)  along term investment, if the Company holds less than 20%
of the joint venture company’s registered capital and neither
has joint control, nor is in a position to exercise significant
influence over the joint venture company.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Jointly-controlled entities

A jointly-controlled entity is a joint venture company which is subject
to joint control by the Group and other joint venture parties, resulting
in none of the participating parties having unilateral control over
the economic activity of the jointly-controlled entity.

The Group’s share of the post-acquisition results and reserves of
jointly-controlled entities is included in the consolidated profit and
loss account and consolidated reserves, respectively. The Group’s
interests in jointly-controlled entities are stated in the consolidated
balance sheet at the Group’s share of net assets under the equity
method of accounting, less any impairment losses.

Associates

An associate is a company, not being a subsidiary or a jointly-
controlled entity, in which the Group has a long term interest of
generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence.

The Group’s share of the post-acquisition results and reserves of
associates is included in the consolidated profit and loss account
and consolidated reserves, respectively. The Group’s interests in
associates are stated in the consolidated balance sheet at the
Group’s share of net assets under the equity method of accounting,
less any impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries, associates and
jointly-controlled entities represents the excess of the cost of the
acquisition over the Group’s share of the fair values of the identifiable
assets and liabilities acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated
balance sheet as an asset and amortised on the straight-line basis
over its estimated useful life of 10 to 15 years. In the case of
associates and jointly-controlled entities, any unamortised goodwill
is included in the carrying amount thereof, rather than as a
separately identified asset on the consolidated balance sheet.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

Goodwill (cont’d)

On disposal of subsidiaries, associates or jointly-controlled entities,
the gain or loss on disposal is calculated by reference to the net
assets at the date of disposal, including the attributable amount of
goodwill which remains unamortised and any relevant reserves, as
appropriate.

The carrying amount of goodwill is reviewed annually and written
down for impairment when it is considered necessary. A previously
recognised impairment loss for goodwill is not reversed unless the
impairment loss was caused by a specific external event of an
exceptional nature that was not expected to recur, and subsequent
external events have occurred which have reversed the effect of
that event.

Negative goodwill

Negative goodwill arising on the acquisition of subsidiaries,
associates and jointly-controlled entities represents the excess of
the Group’s share of the fair values of the identifiable assets and
liabilities acquired as at the date of acquisition, over the cost of
the acquisition.

To the extent that negative goodwill relates to expectations of future
losses and expenses that are identified in the acquisition plan and
that can be measured reliably, but which do not represent identifiable
liabilities as at the date of acquisition, that portion of negative
goodwill is recognised as income in the consolidated profit and
loss account when the future losses and expenses are recognised.

To the extent that negative goodwill does not relate to identifiable
expected future losses and expenses as at the date of acquisition,
negative goodwill is recognised in the consolidated profit and loss
account on a systematic basis over the remaining average useful
life of the acquired depreciable/amortisable assets. The amount
of any negative goodwill in excess of the fair values of the acquired
non-monetary assets is recognised as income immediately.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Negative goodwill (cont’d)

In the case of associates and jointly-controlled entities, any negative
goodwill not yet recognised in the consolidated profit and loss
account is included in the carrying amount thereof, rather than as a
separately identified item on the consolidated balance sheet.

In prior years, negative goodwill arising on acquisitions was credited
to the capital reserve in the year of acquisition. The Group has
adopted the transactional provision of SSAP 30 that permits negative
goodwill on acquisitions which occurred prior to 1 April 2001, to
remain credited to the capital reserve. Negative goodwill on
subsequent acquisitions is treated according to the new accounting
policy above.

On disposal of subsidiaries, associates or jointly-controlled entities,
the gain or loss on disposal is calculated by reference to the net
assets at the date of disposal, including the attributable amount of
negative goodwill which has not been recognised in the consolidated
profit and loss account and any relevant reserves as appropriate.

Impairment of assets

An assessment is made at each balance sheet date to determine
whether there is any indication of impairment of assets, 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 estimated. An asset’s recoverable amount is calculated
as the higher of the asset’s value in use or its net selling price.

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.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

Impairment of assets (cont'd)

A previously recognised impairment loss is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of an asset, however not to an amount higher
than the carrying amount that would have been determined (net of
any depreciation/amortisation), 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.

Fixed assets and depreciation

Fixed assets, other than investment properties and 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 assets
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 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 the fixed asset, the expenditure is capitalised as an additional
cost of that asset.

Changes in the values of fixed assets, other than investment
properties, are dealt with as movements in the fixed asset
revaluation reserve. If the total of this reserve is insufficient to
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 to the extent of
the deficit previously charged. On the disposal or retirement of a
revalued asset, the attributable revaluation surplus realised is
transferred directly to retained profits as a movement in reserves.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Fixed assets and depreciation (cont'd)

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

Medium term leasehold Over the lease terms
land and buildings
Leasehold improvements Over the lease terms or 5 years,
whichever is shorter
Machinery and equipment 3 to 4 years
Furniture and fixtures 5 years
Motor vehicles 4 years

The gain or loss on disposal or retirement 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.

Construction in progress represents a building under construction,
which is stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct costs of construction and
capitalised borrowing costs on related borrowed funds during the
period of construction. Construction in progress is reclassified to
the appropriate category of fixed assets when completed and ready
for use.

Investment properties

Investment properties are interests in land and buildings in respect
of which construction work and development have been completed
and which are intended to be held on a long term basis for their
investment potential, any rental income being negotiated at arm’s
length. Such properties are not depreciated and are stated at their
open market values on the basis of annual professional valuations
performed at the end of each financial year.

Changes in the values of investment properties are dealt with as
movements in the investment property revaluation reserve. If the
total of this reserve is insufficient to cover a deficit, on a portfolio
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 to the extent of the deficit previously charged. @ 53
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

Investment properties (cont'd)

On disposal of an investment property, the relevant portion of the
investment property revaluation reserve realised in respect of
previous valuations is released to the profit and loss account.

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. Where the Group is the lessor, assets leased by the Group
under operating leases are included in non-current assets and
rentals receivable under the operating leases are credited to the
profit and loss account on the straight-line basis over the lease
terms. Where the Group is the lessee, rentals payable under the
operating leases are charged to the profit and loss account on the
straight-line basis over the lease terms.

Investment in securities

Investment securities are non-trading investments which are
intended to be held on a continuing basis and are stated at cost
less any impairment losses that are considered by the directors to
be other than temporary, on an individual investment basis.

Investments other than investment securities are classified as other
investments and are stated at their fair values on an individual
investment basis. The gains or losses arising from changes in their
respective values are credited or charged to the profit and loss
account for the period in which they arise.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

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
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.

Related parties

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

Deferred tax

Deferred tax is provided, using the liability method, on all significant
timing 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.

Dividends

Final dividends proposed by the directors are classified as a separate
allocation of retained earnings within capital and reserves in the
balance sheet, until they have been approved by the shareholders
in a general meeting. When these dividends have been approved
by the shareholders and declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

Dividends (cont'd)

In previous years, the Company recognised its proposed final
dividend to shareholders, which was declared and approved after
the balance sheet date, as a liability in its balance sheet. The
Company also recognised the proposed final dividends of
subsidiaries, which were declared and approved after the balance
sheet date, as income in its profit and loss account for the year.
The revised accounting treatments for dividends resulting from the
adoption of SSAP 9 (Revised) has given rise to a prior year
adjustment in both the Group’s and the Company’s financial
statements, further details of which are included in note 12 to the
financial statements. The revised accounting treatment for dividends
resulting from the adoption of SSAP 18 (Revised) has not given
rise to a prior year adjustment, for the reasons detailed in note 2 to
the financial statements.

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 repayable within three months from the date of the advance.
For the purpose of balance sheet classification, cash and cash
equivalents balances represent assets similar in nature to cash,
which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the balance sheet date of the
future expenditures expected to be required to settle the obligation.
The increase in the discounted present value amount arising from
the passage of time is included in finance costs in the profit and
loss account.
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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont’d)

Foreign currencies

Foreign currency transactions 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 translated 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,
jointly-controlled entities and associates are translated 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.

Retirement benefits scheme

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance, for all those
employees who are eligible to participate in the MPF Scheme. The
MPF Scheme has operated since 1 December 2000. Contributions
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
contributions vest fully with the employees when contributed into
the MPF Scheme except for the Group’s employer voluntary
contributions, 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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BASIS OF PRESENTATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
(cont'd)

Retirement benefits scheme (cont’d)

Pursuant to the relevant regulations of the People’s Republic of
China (the “PRC”) government, a subsidiary of the Company
operating in the PRC participates in a local municipal government
retirement benefits scheme (the “PRC Scheme”) whereby the
subsidiary is required to contribute a certain sum of money as
calculated under the relevant rules specified by the relevant PRC
local government authorities to the PRC Scheme to fund the
employees’ retirement benefits. The Group is required to pay the
ongoing contributions under the PRC Scheme, which are charged
to the profit and loss account as incurred.

RELATED PARTY TRANSACTIONS

During the year, the Group had transactions with related parties as
set out below.

2002 2001
MEE FET FaET
Notes HK$’'000 HK$’000
FFES2HEMX Rental expenses paid to the directors () 910 531
17 —BEBEEAT LM Rental expenses paid to a related company (b) = 280
WIEHEAR Acquisition of subsidiaries (c) - 3,280
910 4,091

PsE Notes:

(@) RAKEEARTEN T 2 RMBENEMNTAT
EERPRERREELE ZEEMINFAER

R SHEEE

(b) BRAEEEAPLEMA FRERRERLR (B
HB]) (RAERBEERPHEENARBZES
R 2BLBZ BT A56,0008T2H R
Xt BER—EEEFAA-+_AHEFEE
Wi - FEE ST XMiE(C)

The rental expenses paid to Mr. Leung Ngok and Mr. Leung Shing,
executive directors of the Company, for two properties occupied by
the Group as retail outlets were charged at a fixed rate of HK$75,800
per month in aggregate for the year, which was determined with
reference to market rates.

The rental expenses paid to Radix Development Company Limited
(“Radix”), a company of which Mr. Leung Ngok and Mr. Leung Shing
were also directors and shareholders, for an office used by the Group
were charged at a fixed rate of HK$56,000 per month. Radix was
acquired by the Group on 22 September 2000. Please refer to the
note (c) below for details.
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4. RELATED PARTY TRANSACTIONS (cont'd)

(c) On 22 September 2000, the Group acquired the entire equity
interests in Radix and U-RIGHT (HK) Limited from Mr. Leung Ngok
and Mr. Leung Shing at a cash consideration of approximately
HK$3,280,000 in aggregate, which was determined with reference
to the net assets of the companies acquired.

In addition, as at 31 March 2002, the Group’s finance lease payables
in the amount of HK$421,000 (2001: HK$807,000) were secured
by a personal guarantee executed by Mr. Leung Shing (note 28).

As at 31 March 2001, banking facilities available to the Group to
the extent of HK$5,204,000 were secured by personal guarantees
executed by Mr. Leung Ngok and Mr. Leung Shing. Such personal
guarantees were released during the year.

SEGMENT INFORMATION

SSAP 26 was adopted during the year, as detailed in note 2 to the
financial statements. Segment information is presented by way of
two segment formats: (i) on a primary segment reporting basis, by
geographical segment; and (ii) on a secondary segment reporting
basis, by business segment.

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

No further segment information has been disclosed in respect of
the Group’s business segments as the Group is solely engaged in
the manufacture and sale of fashion garments.
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A\ RTSRWY (4E
5. 2EER (@) 5. SEGMENT INFORMATION (cont’d)

(a) HWEDE (@) Geographical segments
TREJFAEEHREFIEZRERA The following tables present revenue, profit/(loss) and certain
wH (BB RETEE  BERAXE asset, liability and expenditure information for the Group’s
o geographical segments.

HE (FTEEES)
(TR )
The PRC excluding
&8 Hong Kong HitiE ESE L] [SF-
REE Group Hong Kong (“Mainland China”) Elsewhere Elimination Consolidated
2002 2001 2002 2004 2002 2001 2002 2001 2002 2001
TEx Ter TFexr TEx  TEx  TEx  TEn  TExr e TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AEYA Segment revenue:
HHEFHE Sales to extemal customers 119,935 115,824 335904 218454 3,220 162 = - 459,059 334,440
PEMHE Intersegment sales 56,186 47,273 - - - - (56,186) (47,273) - -
oL Total revenue 176,121 163,097 335904 218454 3,220 162 (56,186) (47,273) 459,059 334,440
PERE Segment results 2714 9908 60165 50439 679 21) = - 63558 60,326
FIEHMA Interest income 882 1,016
HipRAEHA Other unallocated revenue 1704 3144
FAERZ Unallocated expenses (10,304)  (6,171)
F=yay| Profit from operating activities 55840 58,315
BERA Finance costs (10917)  (8,420)
EETHAREE Share of losses of:
HEEHER Jointly-controlled entities (529) -
BEnT Associates (780) -
BB AT Profit before tax 43614 49,895
B Tax (6,015) (8,192)
BRELRE Net profit from ordinary activities
£547 attributable to shareholders 37599 41,703
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5. DEER(B) 5. SEGMENT INFORMATION (cont'd)
(a) HEDEE (@) Geographical segments (cont’d)
&8 PERH HiiE EaE G
REE Group Hong Kong Mainland China Elsewhere Elimination Consolidated
2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
TEr TEr TEx FTEr FEx  TEx  TEx  TEx  TEx TExn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
PEEE Segment assets 123,835 92,815 196,185 193,015 406 218 - - 320426 286,108
REEEHERER Interests in jointly-
controlled entities 19,921 -
REEDNFER Interests in associates 32,719 -
RAMEE Unallocated assets 37,457 _
BEE Total assets 410523 286,108
PEBE Segment liabilities 102,787 82,817 58865 66215 5280 - - - 166932 149,032
HitAEEH Other segment information:
ERER Capital expenditure 10424 5776 18473 7,034 = 116 = - 28897 12,926
[REiELA Bad debts written off 213 - = - = - = - 213 -
& Depreciation 5,713 3,578 7,247 3,067 1 51 - - 12971 6,696
EfRELH Deficit on revaluation of
REFEL leasehold land
and buildings 157 105 - - - - - - 157 105
BfiRE Deficit on revaluation of
WEEH investment properties 70 - = - = - = - 70 -
HEEEEE Write off of fixed assets 1,289 - - - - - = - 1289 -
Atz g Unrealised loss on
RERER other investments 35 - = - = - = - 35 -
HERTE Gain on disposal of
BEWE fixed assets (22) - = - = - = - 22) -
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6. TURNOVER AND REVENUE
Turnover represents the invoiced value of goods sold, net of trade

NI )
E LY
EEBEHEER R FENRESNNRER
= discounts and returns.
FEEEEERBBEZHMNT An analysis of the Group’s turnover and revenue is as follows:
2002 2001
FET FERT
HK$’000 HK$'000
0] Turnover
HEEm Sale of goods 459,059 334,440
Hthllzs Other revenue
RERBRE 2z Revenue from the provision of catering services = 2,210
REMERSBRA Gross rental income from investment properties 1,669 934
MEWA Interest income 882 1,016
Hit Others 35 -
His Other revenue 2,586 4,160
461,645 338,600
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7. PROFIT FROM OPERATING ACTIVITIES

The Group’s profit from operating activities is arrived at after

charging/(crediting):
2002 2001
FET FET
HK$’'000 HK$'000
BERK (NEEESHE — M5E8) Staff costs (excluding directors’ remuneration - note 8)
IERFSE Wages and salaries 31,065 25,955
RIS IR Pension scheme contributions 1,207 559
32,272 26,514
e Depreciation 12,971 6,696
HEFERAK Cost of inventories sold 283,422 196,282
THREFELEHE Minimum lease payments under operating leases
ZERERS AR in respect of land and buildings 25,731 23,252
A Gl Auditors’ remuneration 1,000 900
EMHIRER Bad debts written off 213 -
HELHRETEREM Deficit on revaluation of leasehold land
(FizE14) and buildings (note 14) 157 105
REMEEGEA Deficit on revaluation of investment
(M¥EE15) properties (note 15) 70 -
MEEEEE Write off of fixed assets 1,289 -
HitREREREE Unrealised loss on other investments 35 -
Bk Bad debt recoveries (951) -
HEEEEERE Gain on disposal of fixed assets (22) (63)
REVMEHS WA TR Net rental income from investment properties (1,657) (925)
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8. EEMERINURSHAL 8.
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REBX RS LHRA(EHRA) REEAT
RPIFE161E B CESHEMT ¢

REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Directors’ remuneration

The directors’ remuneration disclosed pursuant to the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and Section 161 of the Hong Kong Companies
Ordinance is as follows:

5]

Group
2002 2001
THERT THET
HK$'000 HK$’'000
BUFHITESC2HES Fees for independent non-executive directors 260 100

YTESZEHE 2N Salaries, allowances and benefits in kind for

REYFIZ executive directors 3,960 3,265
HITEZE 2 BRET AR Pension scheme contributions for executive directors 48 16
4,268 3,381

REABEFELREZECHENNTEE
1,000,00038 T 2 B EAE 5l -

FR - AEERERNESZAEAME - FRMA
FEBFINMBAEER 2 REHERBBAE -

FALREHEALRS  BEESHRARZRE
EEBE -

64

The remuneration of all of the directors fell within the nil to
HK$1,000,000 band for both years.

During the year, 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.

There was no arrangement under which a director waived or agreed
to waive any remuneration during the year.
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REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS (cont'd)

Five highest paid individuals’ remuneration

The five highest paid individuals during the year included four (2001:
four) directors, details of whose remuneration are set out above.
Details of the remuneration of the remaining one (2001: one) non-
director, highest paid individual are as follows:

£E

Group
2002 2001
TExT TEx
HK$'000 HK$’'000

Frac -1 Salary, allowances

REWRZE and benefits in kind 520 520
BIRSHN Pension scheme contributions 12 4
532 524

FR AERMEDEURSHA L IHERH
& FRNEFEEINMBFEER 2 REHME

During the year, no emoluments were paid by the Group to any of
the five highest paid individuals as an inducement to join, or upon

REEEEE - joining the Group, or as compensation for loss of office.
9. RERZK 9. FINANCE COSTS
&=
Group
2002 2001
T FiET
HK$’000 HK$’'000
FMEXZH Interest expenses on:
IFERERYEEZ Bank loans and overdrafts wholly repayable
RITERREX within five years 9,842 6,600
TEZBERYBEEZRTER Bank loans wholly repayable after five years 706 1,506
Hth &R Other loans 56 56
MERES Finance leases 313 258
10,917 8,420
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10. #E 10. TAX
£B8
Group
2002 2001
FEx FiEx
HK$'000 HK$'000
NEERE Current year provision:
58 Hong Kong 3,015 7,412
S Elsewhere 3,000 780
AEERBFIH Tax charge for the year 6,015 8,192
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R BRNGHERERBEE A ERRR
FILABIZ16% (BB —F : 16%) B < BIMER
BB ERAKEEBAEER2EARE
BRITER - RBREHHE
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Hong Kong profits tax has been provided at the rate of 16% (2001:
16%) on the estimated assessable profits arising in Hong Kong
during the year. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the respective jurisdictions
in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

In accordance with the applicable corporate income tax law of the
PRC, Shunde U-Right Garment Co., Limited (“Shunde U-Right”), a
subsidiary of the Company operating in the PRC, was exempt from
corporate income tax for the first two profitable calendar years of
operation, which commenced in the year ended 31 December 1999,
and is entitled to a 50% relief on the corporate income tax that
would otherwise be charged for the following three years. The
standard PRC corporate income tax rate applicable to Shunde U-
Right is 24%.

Deferred tax has not been provided for as there were no significant
timing differences at 31 March 2002 (2001: Nil).

The revaluation of the Group’s leasehold land and buildings in Hong
Kong does not constitute a timing difference and, consequently,
the amount of potential deferred tax thereon has not been quantified.
No deferred tax has been provided on the revaluation surplus of
the Group’s properties situated in the PRC as the Group presently
does not have any intention to dispose of such properties.
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11. NET PROFIT FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS

11. RREMS B EEBAR

BEAREZHBHRENEEZHE-_RE 4=
AZ+t-BLEERRELBEERGEIES
3,033,000 BE=EZ—F=A=+—HLH
@ 11,043,000/ 7T) °

The net loss from ordinary activities attributable to shareholders
for the year ended 31 March 2002 dealt with in the financial
statements of the Company amounted to HK$3,033,000 (period
ended 31 March 2001: profit of HK$11,043,000).

12. RE 12. DIVIDENDS
2002 2001
FiET FiET
HK$'000 HK$'000
BRRHRE -Z8T Proposed final dividend - Nil
(ZZZ-5 8K (2001: HK$0.04 per
EIERR0.0478 1) ordinary share) = 11,000
BRIRE Special dividend = 9,300
= 20,300

FR - AEBFMNEET S EHERERE
HR#SE] FERNBERRME2 AFENLE
ETETEREL ) SUFH—EBEFEERE &
- RERRRARBEECHE_ET—F1=
A=+—ALLFERIKREIIRE11,000,0008 7T »
ENHEEEERBREAREHE B 2RRAKS
REER - LEBHABLAEBRAARAZRE
SETR  YSHR-BE-F=A=+-AMBE
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During the year, the Group adopted the revised SSAP 9 “Events
after the balance sheet date”, as detailed in note 2 to the financial
statements. To comply with this revised SSAR a prior year
adjustment has been made to reclassify the proposed final dividend
for the year ended 31 December 2001 of HK$11,000,000, which
was recognised as a current liability at the prior year end, to the
proposed final dividend reserve account within the capital and
reserves section of the balance sheet. The result of this has been
to reduce both the Group’s and the Company’s current liabilities
and increase the reserves previously reported as at 31 March 2002,
by HK$11,000,000.

The special dividend for the year ended 31 March 2001 was paid
by certain subsidiaries of the Company to their then shareholders
prior to the Group Reorganisation completed on 17 October 2000.
The rate of the dividend and the number of shares ranking for this
dividend are not presented as the directors consider that such
information is not meaningful for the purpose of these financial
statements.
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13. EARNINGS PER SHARE

The calculation of basic earnings per share is based on the net
profit from ordinary activities attributable to shareholders for the
year of HK$37,599,000 (2001: HK$41,703,000) and the weighted
average of 831,644,028 (2001: 697,294,521) ordinary shares in
issue during the year. The weighted average numbers of shares in
issue in the current and the prior years have been adjusted for the
two for one bonus issue of shares during the year (note 29).

A diluted earnings per share amount for the year ended 31 March
2002 has not been disclosed, as the warrants outstanding during
the year had an anti-dilutive effect on the basic earnings per share
for the year.

A diluted earnings per share amount for the year ended 31 March
2001 has not been shown as there were no potential dilutive ordinary
shares in existence during that year.



