INTERIM REPORT 2004 # Hi# &

NOTES TO THE CONDENSED FINANCIAL
STATEMENTS

1.

Basis of preparation

The condensed financial statements have been prepared in
accordance with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) and Statement of Standard Accounting Practice
(“SSAP”) 25 “Interim Financial Reporting” issued by the Hong Kong

Society of Accountants.

The condensed financial statements have been prepared under the
historical cost convention, as modified for revaluation of investment

properties.

Principal accounting policies

The accounting policies adopted are consistent with those followed
in the preparation of the Group’s consolidated financial statements
for the year ended 31 March 2003, except for the adoption of the
SSAP 12 (Revised) Income Taxes.

The principal effect of the implementation of SSAP 12 (Revised) is
in relation to deferred tax. In previous years, partial provision was
made for deferred tax using the income statement liability method,
i.e. a liability was recognised in respect of timing differences
arising, except where those timing differences were not expected
to reverse in the foreseeable future. SSAP 12 (Revised) requires
the adoption of a balance sheet liability method, whereby deferred
tax is recognised in respect of all temporary differences between
the carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation
of taxable profit, with limited exceptions. In the absence of any
special transitional requirement in SSAP 12 (Revised), the new
accounting policy has been applied retrospectively. Comparative
amounts for 2002 have been restated accordingly. As a result of
this change in policy, the opening balance on accumulated profits
at 1 April 2003 has been decreased by HK$25,912,000 (1 April
2002: HK$23,261,000). The net profit for the six months ended
30 September 2003 has been decreased by HK$3,111,000 (six
months ended 30 September 2002: HK$1,326,000).
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3. Segment information 3. HEER
(@)  Geographical segment (@) WHESHE
The following table provides an analysis of the Group's sales TRNET Sz REREE 2 HEHEL
by geographical market, irrespective of the origin of the goods DI BERZEEIRERM 2 hEE
manufactured or services rendered: B :
Turnover Segment results
Six months ended Six months ended
30 September 30 September
EE £ DEXE
BERA=+THLAER BERA=+THLEAERA
2003 2002 2003 2002
—RE=F —FFCF —ERR=F —FFC-F
HK$’000 HK$'000 HK$’000 HK$'000
FTET FER FTET FET
America E 996,971 1,121,816 93,830 102,631
Europe BLM 389,854 313,154 34,078 24,190
Asia M 156,435 198,829 3,065 7,862
Others Hity 109,109 87,955 7,189 5,999
1,652,369 1,721,754 138,162 140,682
Interest income FEHA 993 1,000
Rental income AelA 1,049 630
Unallocated corporate RPBEZ
expenses 53 (6,861) (4,320)
Profit from operations mERF 133,343 137,992
Finance costs & B A (2,105) (3,382)
Share of results of JEMG— B & AR
an associate ES 547 243
Profit before taxation B 35 Al g A 131,785 134,853
Taxation 18 (11,149) (10,879)
Net profit for the period H A 120,636 123,974
All the Group's assets and capital expenditure incurred during AEBPAMEEZMBEEEREARAEH
the period are located in the People’s Republic of China BHERPE - DIEERR RER EBR
(the “PRC"), which is considered as one geographical location BB — AR - FTAY &2 5 EfH
in an economic environment with similar risks and return. BOBREEZON -

Consequently, no geographical segment asset analysis is

presented.
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3. Segment information (Continued) 3. DEER(A)
(b) Business segment (b) EBIE
As more than 90% of the Group's turnover, segment results HARAEEBIBION EXEE  DEEER
and assets are attributable to the manufacture and sales of BEDRBRERHEE FEMm ([ EMSH
electronic products (the “EMS division”), and the sales of Fl)  MBRERILEEEEEHHL £15
motorcycle parts (the “Motorcycle division”) was (TBEEIHM]) - AtEBHBER LTSI
discontinued during the period, the business segment T BEAHEEEHEEB 2 ABEERM T
information is not presented. Details of the disposal of the 12°

Motorcycle division was set out in note 12.

4. Profit (loss) from operations 4. KERAN(BE)

Six months ended

30 September
BEAA=ZTRHLEKXEAR

2003 2002
—2E=F 2T F
HK$’000 HK$'000
FTET FET
Profit (loss) from operations R (B1R)
is stated after charging Ty B (RTA)
(crediting) the following: THIBEREBH
Depreciation and amortisation of M BERZEZ
property, plant and equipment I8 R 28,073 26,617
Amortisation of deferred BLEBHREMX
development expenditure ZHH 5,529 1,684
Loss on disposal of property, HEME  HER
plant and equipment HEzERE 351 1,280
Interest income FEBA (993) (1,000)
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5.  Taxation 5. W&
Six months ended
30 September
BERA=+THLAEA
2003 2002
—EE=F —ETF
HK$’000 HK$'000
FTET FET
The taxation charges comprise: BEXHEE:
Current Tax: ROTMIE -
Hong Kong B8
Provided for the period HAEE 7,989 9,514
Overprovision in a prior year BT FERERE (18) -
7,971 9,514
Deferred tax: BRERIE
Current period ANEAR 675 1,326
Attributable to change in tax rate in AEBHEES
Hong Kong FrE4E 2,436 -
3,111 1,326
Taxation attributable to the Company AR REMBRA
and its subsidiaries BTHIE 11,082 10,840
Share of taxation attributable to FE(E — R AR
an associate A 67 39
11,149 10,879

Notes: B et

(a) Hong Kong Profits Tax is calculated at 17.5% (2002: 16%) @ BENGHRIBEEZ_TT=FNLA=T
of the estimated assessable profit for the six months ended BIEAMEAR 2 Bt ERFOE PR E17.5%
30 September 2003. (ZEZZF : 16%) EHBHE -

(b)  The Group is currently appealing against assessments raised (b) FEEBRRAFERER(BRBRD B—N
by the Hong Kong Inland Revenue Department (the “IRD”) N—F/NZFEZ-—ANEF/ NANERH
regarding the taxability of certain profits for the years of FEZETRAEDHNBEMEEFA
assessment 1991/92 to 1995/96. The IRD has determined BERRRAEERZERR 2 ETHEAT
that some profits of the Group in those periods should be RREB - R EHNTIE o

Hong Kong sourced and hence taxable.



5.

6.

Taxation (Continued)

Notes: (Continued)

The Group lodged an appeal against the IRD’s decision. The
appeal has not yet been concluded at the balance sheet

date.

Based on the IRD’s determination for 1991/92 to 1995/96,
the IRD further issued assessments for the years of assessment
1996/97 to 2000/01, and the Group raised the objection

regarding the taxability of certain profits.

Pending the outcome of the case, the Group provided for
the potential tax liabilities and the tax provision in the
Group’s balance sheet as at 30 September 2003 was made
in accordance with the IRD’s determination. Based on the
legal counsel’s advice, the directors of the Company

considered that there was no material under-provision of tax

liabilities as at 30 September 2003.

Dividends

5.
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Six months ended
30 September
HZAA=+HIEAMEA

2003 2002
—ERE=F —ET-F
HK$’000 HK$'000
FTEx FET
Special, approved, of HK8 cents BHOERE IR EGRR M 8L
(2002: Nil) per share (Note) (ZZ22 =% : T) (&) 63,417 -
Interim, proposed, of HK7 cents HE A H R B E IR AR 1 778 (L
(2002: HK6 cents) per share (ZZT =4« 671l) 55,490 47,563
118,907 47,563
Note: On 5 September 2003, the Directors approved the payment {og= RZZET=FNARE EFCHEF

of a special divided by utilizing the sales proceeds of

HK$63,892,000 from the disposal of subsidiaries.

AEREEWNBARMERS ZRE
63,892,000/ 7T AR ZEERIRE -

G|
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Earnings per share
The calculation of basic and diluted earnings per share is based

on the following data:

BREF
BREARBEIRT DR TIIBEH

Six months ended
30 September
HEZAA=+HIEAEA

2003 2002
—2E=F —ETF
HK$’000 HK$'000
FTET FET
Earnings B
Earnings for the purposes of basic REAEGRERR
and diluted earnings per share BEARNBF
(net profit for the period) (Bt F) 120,636 123,974
Number of shares B3 B
Weighted average number of REEGRER
shares for the purpose BNz i
of basic earnings per share TR 792,716,684 792,716,684
Effect of dilutive share options BEBETYERRE TR 819,688 -
Weighted average number of Rt EEREE
shares for the purpose of BNz i
diluted earnings per share TR 793,536,372 792,716,684

Property, plant and equipment

During the period, the Group spent approximately HK$41 million
on the construction of its new industrial estate located in Qingyuan,
the PRC, and HK$37 million on plant and machinery, in order to

upgrade its manufacturing capabilities.

ME - BERER

IR AEERERUNPERE M IEN AT
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10.

Trade and other receivables and prepayments

Included in trade and other receivables and prepayments are trade
receivables of approximately HK$234,837,000 (31 March 2003:
HK$163,579,000) and their aging analysis is as follows:
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9. EBESRHMEWERRAMGKE
HFABSRAMBERERREMNFTEZ ERE 5%
H#7234,837,0008 T (ZEE=F=A=+—H:
163,579,00087T) © BEZ KR/ FMOT

As at As at

30 September 31 March

2003 2003

R-BR=F R-_FZT=F

ABA=+H =ZA=+—H

HK$’000 HK$'000

TERT TAET

Current - 30 days ENH3-30H 233,257 159,922
31 - 60 days 31-60H 1,580 3,657
234,837 163,579

Customers are generally granted credit terms of letter of credit at
sight to 30 days. Longer credit periods are granted to several
customers which have long business relationship with the Group

and strong financial position.

Trade and other payables
Included in trade and other payables are trade payables of
approximately HK$372,512,000 (31 March 2003: HK$223,252,000)

are trade payables and their aging analysis is as follows:

ARE-RETEZIEPLEZEESNRNHAER
RE3H - ETHEFREFREBAERYREEKH
BRAFZMBRRIERE  HAERETREZE
B8

10. BSREMEMSER
FABSREMENER2ESENERLD
372,512,000 Tt (ZEZE=F=A=+—H:
223,252,000 7) + BEZ RS MWT :

As at As at

30 September 31 March

2003 2003

R-BER=F R-_FT=F

AA=+H =ZA=+—H

HK$’000 HK$'000

TERT TAET

Current — 30 days B1H3-30H 356,789 210,744
31 - 60 days 31-60H 4,148 6,397
61 - 90 days 61-90H 3,329 334
Over 90 days 908 A & 8,246 5,777
372,512 223,252
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11.  Share capital 1. RAE
Number of Nominal
shares value
g ¢! HE
‘000 HK$'000
Fhiz FTER
Ordinary shares of HK$0.10 each FREE0.10HB T LTBERK
Authorised: AR
At 1 April 2003 and RZTZ=FMWA-—HE
30 September 2003 ZEE=FNA=1H 1,200,000 120,000
Issued and fully paid: BEITRBERN
At 1 April 2003 and RZTZ=FMA—-—HE
30 September 2003 —TE=FNAZ=TH 792,717 79,272
12. Disposal of subsidiaries 12. HEKBLRA
Discontinued business [EF JIF<S-—F+
During the period, the Group disposed of the entire issued share HA - REEE H & Hangerton Group Limited 2 £
capital of Hangerton Group Limited which, together with its MERAR (WEBEEER) 2 2 MR R HEH 2
subsidiaries, carried out the business of the Motorcycle division, f% & & 3 FCity Harvest Limited ' {EE B3 &

and the related shareholder’s loan to City Harvest Limited for a

consideration of HK$63,892,000 payable in cash. The transaction

constituted a connected transaction as set out in note 15(b).

The results of the Motorcycle division for the period from 1 April
2003 to 30 June 2003, which have been included in the Group’s

63,892,000/ 7T ° 3K 15(0)FTil - B HHE
K—BHERS -

]

EEEEBE ST =FNA-ARE_TT=F
NAZTRLEBEZEEHINOT - LEHAKE

results for the period, were as follows: BERZBR s ¥ER

For the For the

3 months 6 months

ended ended

30 June 30 September

2003 2002

BE BE

—ERE=F —ET-F

AA=+H NA=+H

E=M@A 178 A

HK$’000 HK$'000

FTET FET

Turnover ] 27,604 100,112
Operating costs, net RERAK - B8 (35,959) (99,510)
Finance costs & PR AR (3) (223)
Net (loss) profit for the period A (& 18) B FF 58 (8,358) 379




12.

13.

Disposal of subsidiaries (Continued)

Discontinued business (Continued)

The effect of the disposal of the Motorcycle division is summarised

as follows:
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12. HEMBAR (&)
CRIEEEEE (B)
HESEHEER 2 EMMWT -

HK$’000
TET
Net assets disposed of HEAEFE 57,080
Exchange reserve realised BHRZERFE 822
Non-distributable reserve realised BRI IKEE 451
58,353
Repayment of shareholder’s loan EEREER 6,812
Expenses incurred in relation to HEMEEZRAX
the disposal (1,340)
Loss on disposal HEZEE 67
Total consideration EEE K 63,892
Satisfied by: TRAFR
Cash Rée 63,892

Analysis of the net cash inflow arising
from the disposal of subsidiaries:
Cash consideration
Repayment of shareholder’s loan

Bank and cash balances disposed of

Net cash inflow arising on disposal

FRLEMBRARIMELAZRERA

FEAMMT
RERE
HEZRITREALETR

HERBRERAFE

A loss of HK$67,000 arose on the disposal of the Motorcycle

division. No tax charge or credit arose from the transaction.

The Motorcycle division did not make any significant contribution

to the results or cash flows of the Group during the period.

Contingent liabilities

At 30 September 2003, the Group had bills discounted with

recourse to banks amounting to approximately HK$101,028,000

(31 March 2003: HK$75,242,000).

63,892
(6,812)
(553)

56,527

HESEEEKELFIB67,0008T - BER ST
EEEAABRBEILHED -

EREEBHAEAR PNz EERReRBYE
BREKEH -

13. HAAE
R-ZBEE-ENA=1H AEELTRITAEE
REZUBRERABEHEH4101,028,0008 L (=F
T=F=F=+—8: 75242,00087) °
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14.

15.

Capital commitments

Commitments for the acquisition of property, plant and equipment:

14, BREE
WEME - BERREHZAE:

As at As at
30 September 31 March
2003 2003
R-TE=F RZTZ=F
hAWB=+H ZA=+—H
HK$’000 HK$'000
FTET FTER
Contracted for but not provided BETHERNI B RE

in the financial statements Ve BB 41,249 35,039
Authorised but not contracted for BRERRITY 6,739 21,380
47,988 56,419

Related party transactions 15. BEALRS

During the period, the Group entered into the following significant

tra

(a)

nsactions with related parties:

AREEHNEAEHEALEETUTERRS

Rental (a) Hz
Six months ended
30 September
BERA=+THLAER
2003 2002
—ERE=F —ET-F
HK$’000 HK$'000
FTET FTER
Rental expenses paid to mRFARZNEE
Man Fat Enterprise Company NECEERRAA
Limited (Note) (B&E) 270 270
Geming Company Limited (Note) w8 AR A (M) 216 216

Note: These represent rental expenses arising from the
leasing of warehouses, car parks and office space
from Man Fat Enterprise Company Limited and
Geming Company Limited, companies in which Mr.
Lam Man Chan and Ms. Ting Lai Ling, directors of
the Company, have beneficial interests.

M : WHAXELEERARRRES
RARAHERER  FEHRRAE
REAZHSXH - KRATEEM
XBEEERTBR LT ERERZ
ME AR 2L




15.

Related party transactions (Continued)

(b)

Disposal of the Motorcycle division

As set out in Note 12, the consideration of HK$63,892,000
was arrived at after arm’s length negotiation between the
Company and City Harvest Limited. City Harvest Limited is
ultimately owned as to 50% by Goodchamp Holdings Limited
(“Goodchamp”) and 50% by Grandlink Holdings Limited
(“Grandlink”).

Goodchamp, which is ultimately owned by a discretionary
trust, is a substantial shareholder of the Company. The family
members of Mr. Lam Man Chan and Ms. Ting Lai Ling,
directors of the Company, are the discretionary objects of

the discretionary trust.

Grandlink, which is ultimately owned by a discretionary trust,
is a shareholder of the Company. The family members of
Mr. Hui King Chun, a director of the Company, are the

beneficiaries of the discretionary trust.

Accordingly, the disposal of the Motorcycle division
constituted a connected transaction, details of which were

set out in the Company’s circular dated 15 August 2003.

15.
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BEALRS (4)

(b)

HEBEHEEK

ANF EE1 2P - 1B 63,892,000 7T T) i
A A7) F City Harvest Limited4E 22 F B & %%
Limited % 5 M
Limited

X o City Harvest
Goodchamp
(I Goodchamp]) % Grandlink Holdings
Limited ([Grandlink]) &% #578 50%# % °

Holdings

Goodchamp (ff —2EEERLEA) HALR
AZEERR - ARRESEHXREERT
BREZTZRGRERZZEGRZERER
mA e

Grandlink (A —2 B ETHLESR) AR
2R - AAREEHLCREEZRENKE
BREEGRZZHEA -

it HESEEEBRK-BHERS
HEEHREARARZTEZE=FNATAA
ZHENA -




