For the year ended 31st December, 2003

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

The Company acts as an investment holding company. The activities of its principal subsidiaries are set out in note 19.

In the current year, the Group has adopted Hong Kong Financial Reporting Standards (“HKFRSs”) newly issued by the
Hong Kong Society of Accountants (“HKSA”). The term of HKFRS is inclusive of the Statement of Standard Accounting
Practice (“SSAPs”) and Interpretations approved by the HKSA.

Income taxes

In current year, the Group has adopted 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. Details of this revised accounting policy are set out in note 3. In
the absence of any specific transitional requirements 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
balance of accumulated profits at Tst January, 2002 has been decreased by HK$5,946,000, representing the cumulative
effect of the change in policy on the results for periods prior to Tst January, 2002. The balance on the Group’s
investment property revaluation reserve at 1st January, 2002 has been decreased by HK$13,144,000, representing the
deferred tax liability recognised in respect of the revaluation surplus on the Group’s investment properties at that date.
The change has resulted in a decrease in the profit and a decrease in the investment properties revaluation reserve of
HK$2,746,000 (2002: HK$1,833,000) and HK$2,582,000 (2002: HK$1,913,000) respectively for the year ended 31st
December, 2003.

The financial statements have been prepared under the historical cost convention, as modified for the revaluation of
certain properties and 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 December each year.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Goodwill
Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the fair
value of the identifiable assets and liabilities of an associate at the date of acquisition.

Goodwill is capitalised and amortised on a straight-line basis over its estimated useful economic life. Goodwill arising on
the acquisition of an associate is included within the carrying amount of the associate.

Negative goodwill
Negative goodwill represents the excess of the Group's interest in the fair value of the identifiable assets and liabilities of
a subsidiary at the date of acquisition over the cost of acquisition.
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Negative goodwill (continued)

To the extent that the negative goodwill is attributable to losses or expenses anticipated at the date of acquisition, it is
released to income in the period in which those losses or expenses arise. The remaining negative goodwill is recognised
as income on a straight-line basis over the remaining average useful lives of the identifiable acquired depreciable assets.
To the extent that such negative goodwill exceeds the aggregate fair value of the acquired identifiable non-monetary
assets acquired, it is recognised as income immediately.

Negative goodwill arising on the acquisition of subsidiaries is presented separately in the balance sheet as a deduction
from assets.

Revenue recognition

Development properties

When properties are developed for sale, income is recognised only when the sale is completed and when the relevant
building occupation/sale permit is issued by the relevant authority. Payments received from purchasers prior to this stage
are recorded as sales deposits under current liabilities.

Others
Rental income, including rentals invoiced in advance from properties let under operating leases, is recognised on a
straight-line basis over the term of the relevant lease.

Sales of goods are recognised when goods are delivered and title has passed.

Service income is recognised when services are provided.

Interest income is accrued on a time basis by reference to the principal outstanding and at the interest rate applicable.
Dividend income from investments is recognised when the shareholders’ rights to receive payment have been established.
Securities trading income is recognised on a trade-date basis when contracts are executed.

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 at the balance sheet date. They are valued at intervals of not
more than three years by independent professionally qualified valuers. In each of the intervening years, valuations are
undertaken by professionally qualified executives of the Group. Any surplus or deficit arising on the revaluation of
investment properties is credited or charged to the investment property revaluation reserve unless the balance on this
reserve is insufficient to cover a deficit, in which case the excess of the deficit over the balance on the investment
property revaluation reserve is charged to the income statement. Where a deficit has previously been charged to the
income statement and a revaluation surplus subsequently arises, this surplus is credited to the income statement to the
extent of the deficit previously charged.

On the disposal of an investment property, the balance on the investment property revaluation reserve attributable to that
property is transferred to the income statement.

No depreciation is provided on investment properties except where the unexpired term of the relevant lease is 20 years
or less.

Property, plant and equipment

Property, plant and equipment other than properties under development are stated at cost less depreciation or amortisation
and accumulated impairment losses.
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Property, plant and equipment (continued)

Depreciation or amortisation is provided to write off the cost of items of property, plant and equipment other than
properties under development 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:

Land and buildings 2% to 4%
Furniture, fixtures and equipment 25%
Motor vehicles 25%
Plant and machinery 10%
Leasehold improvements 25%

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

Properties under development
Properties under development held for investment are classified under property, plant and equipment and are stated at
cost less any identified impairment loss.

Properties under development held for sale are classified under current assets and are stated at the lower of cost and net
realisable value.

Cost comprises land cost and development costs including attributable borrowing costs and charges capitalised during
the development period.

Leases

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 value at the
date of acquisition. The corresponding liability to the lessor, net of interest 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 income statement over the period of the relevant leases 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 rentals are charged to the income statement on a
straight-line basis over the relevant lease term.

Quotas

Revenue from the sale of, and the cost of acquiring, temporary quotas are dealt with in the income statement at the time
of shipments or when the sale of the related goods is completed. Quotas allocated by the authorities in Hong Kong are
not recognised in the financial statements. The cost of permanent quotas acquired is amortised over three years after the
year of acquisition.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified impairment loss.

Interests in associates

The consolidated income statement includes the Group’s share of the post-acquisition results of its 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 less any identified impairment loss.
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Joint ventures

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 jointly controlled entities less any identified impairment loss. The Group’s share of the post-
acquisition results of its jointly controlled entities is included in the consolidated income statement.

Investments in securities

Investments in securities are recognised on a trade-date basis and are initially measured at cost.
All securities other than held-to-maturity debt securities are measured at subsequent reporting dates at fair value.

Where securities are held for trading purposes, unrealised gains and losses are included in net profit or loss for the
period. For other securities, unrealised gains and losses are dealt with in equity, until the security is disposed of or is
determined to be impaired, at which time the cumulative gain or loss previously recognised in equity is included in net
profit or loss for the period.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether there is any
indication that those assets have suffered an impairment loss. If the recoverable amount of an asset is estimated to be less
than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount. Impairment loss is
recognised as an expense immediately, unless the relevant asset is carried at a revalued amount under another SSAP, in
which case the impairment loss is treated as revaluation decrease under that SSAP.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of
its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is
recognised as income immediately, unless the relevant asset is carried at a revalued amount under another SSAP, in
which case the reversal of the impairment loss is treated as a revaluation increase under that other SSAP.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the first-in, first-out method.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for their intended use or sale, are capitalised as part of the
cost of those assets. Capitalisation of such borrowing costs ceases when the assets are substantially ready for their
intended use or sale. Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as expenses in the period in which they are incurred.

Transactions costs on bank borrowings

The transaction costs incurred in connection with the bank borrowings raised are deferred and charged to the income
statement over the period of the bank borrowings from the date of bank borrowings withdrawn to the final repayment
maturity date so as to produce a constant periodic rate of charge on the remaining balance of the bank borrowings for
each accounting period.
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Taxation
Taxation represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the
income statement because it excludes items of income and expense that are taxable or deductible in other years, and it
further excludes income statement items that are never taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable on 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, and is
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill (or negative goodwill) or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects neither the tax profit nor the accounting
profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset
realised. Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with in equity.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are translated into Hong Kong dollars at the rates of exchange
prevailing on the dates of the transactions. Monetary assets and liabilities denominated in currencies other than Hong
Kong dollars are re-translated into Hong Kong dollars at the rates prevailing on the balance sheet date. Gains and losses
arising on exchange are dealt with in the income statement.

On consolidation, the assets and liabilities of subsidiaries, associates and jointly controlled entities which are denominated
in currencies other than Hong Kong dollars are translated into Hong Kong dollars at the rates prevailing on the balance
sheet date. Income and expense items are translated at the average exchange rates for the period. Exchange differences
arising, if any, are classified as equity and transferred to the Group’s translation reserve. Such transaction differences are
recognised as income or as expenses in the period in which the operation is disposed of.

Retirement benefit costs
Payments to defined contribution retirement benefit plans/state managed retirement benefit scheme/the Mandatory Provident
Fund Scheme are charged as an expense as they fall due.
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4. TURNOVER

Turnover comprises:

Gross rental income

Gross proceeds from sale of properties
Gross invoiced sales

Agency and service fees income
Dividend income

Project management fee income

Geographical segments

GEOGRAPHICAL AND BUSINESS SEGMENTS

2003
HK$7000

317,111
125,170
147,487
718
1,678
689

592,853

2002
HK$000

441,322
152,707
143,684
1,343
1,739
664

741,459

The operations of the Group are currently located in New Zealand, Australia, Greater China other than Hong Kong (the
“PRC”) and Hong Kong. The corresponding geographical locations of the Group’s assets are the basis on which the
Group reports its primary segment information.

New
Zealand
HK$’000
REVENUE
External sales 244,037
Inter-segment sales* —
Total revenue 244,037
RESULT
Segment profit (loss) 162,068
Interest income
Unallocated corporate
expenses
Profit from operations
Finance costs
Share of results of
associates 104

Share of results of
jointly controlled
entities —

Profit before taxation
Taxation

Profit before minority
interests
Minority interests

Net profit for the year

*

Australia
HK$’000

92,763

92,763

129,479

Inter-segment sales are charged at prevailing market rates.

Year ended 31st December, 2003

PRC
HK$’000

14,861
31

14,892

(8,056)

6,105

Hong Kong
HK$°000

241,192
543

241,735

148,373

(2,175)
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Others Eliminations Consolidated

HK$’000 HK$°000

— (574)

— (574)

14,802 =

HK$’000

592,853

592,853

446,666

54,419

(37,833)

463,252
(158,679)

(2,071)

6,105
308,607
(10,775)
297,832

(110,571)

187,261
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GEOGRAPHICAL AND BUSINESS SEGMENTS (continued)

Geographical segments (continued)

Balance Sheet at 31st December, 2003

ASSETS

Segment assets

Interests in associates

Interests in jointly controlled entities

Amounts due from jointly controlled
entities

Taxation recoverable

Consolidated total assets

LIABILITIES
Segment liabilities
Borrowings
Taxation payable
Deferred taxation

Consolidated total liabilities

New
Zealand
HK$000

1,764,111
16,484

110,040
1,007,981

Australia
HK$'000

1,937,936

75,693
672,343

Other Information for the year ended 31st December, 2003

Capital additions

Depreciation and amortisation

Net gain (loss) on investments and
properties

Release of negative goodwill

Gain (loss) on disposal of property,
plant and equipment

Bad debts written off

New
Zealand
HK$’000

145,840
905

(2,694)
(341)

(1,048)
376

Australia
HK$’000

491
646

76,787
44,585

am

PRC
HK$’000

457,296

3,979

2,790

120,396
56,762

PRC
HK$000

491
247

ANNUAL REPORT 2003 S E A HOLDINGS LIMITED

Hong Kong
HK$’000

2,581,104

97,571
1,092,217

Hong Kong
HK$000

1,357
1,921

24,743
12,266

92

Others
HK$000

110,133

448
48,762

Others
HK$’000

31

Consolidated
HK$’000

6,850,580
16,484
3,979

2,790
7,726

6,881,559

404,148
2,878,065
19,433
28,164

3,329,810

Consolidated
HK$’000

148,179
3,750

98,836
56,510

(967)
376
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5. GEOGRAPHICAL AND BUSINESS SEGMENTS (continued)
Geographical segments (continued)

REVENUE
External sales
Inter-segment sales*

Total revenue

RESULT
Segment profit (loss)

Interest income
Unallocated corporate
expenses

Loss from operations

Finance costs

Share of results of
associates

Share of results of

New
Zealand
HK$000

176,961

176,961

(276,525)

(465)

jointly controlled entities —

Loss before taxation
Taxation

Loss before minority interests

Minority interests

Net loss for the year

* Inter-segment sales are charged at prevailing market rates.

Australia
HK$000

159,089

159,089

112,294

Year ended 31st December, 2002 (restated)

PRC
HK$’000

155,731
92

155,823

6,002

(611)

Hong Kong
HK$7000

249,678
1,126

250,804

50,244

(5,312)
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Others
HK$’000

(670)

Eliminations Consolidated

HK$’000

(1,218)

(1,218)

HK$’000

741,459

741,459

(108,655)

23,404

(28,366)

(113,617)
(196,155)

(5,777)

(611)

(316,160)
(11,033)

(327,193)
124,609

(202,584)
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1

GEOGRAPHICAL AND BUSINESS SEGMENTS (continued)

Geographical segments (continued)

Balance Sheet at 31st December, 2002 (restated)

ASSETS

Segment assets

Interests in associates

Amounts due from jointly controlled
entities

Taxation recoverable

Consolidated total assets

LIABILITIES
Segment liabilities
Borrowings
Taxation payable
Deferred taxation

Consolidated total liabilities

New
Zealand Australia
HK$’000 HK$’000

1,513,244 2,260,097
17,968 =

40,912 38,730
866,384 814,292

Other Information for the year ended 31st December, 2002

Capital additions

Depreciation and amortisation

Net gain (loss) on investments and
properties

Release of negative goodwill

Gain (loss) on disposal of properties,
plant and equipment

Bad debts written off

New
Zealand Australia
HK$’000 HK$’000

84,267 731
1,109 681
(366,826) (5,011)
— 4,974

2 2,008

(471) (185)

Note:  The location of assets is similar to the location of customers.

Business segments

PRC
HK$’000

476,075

2,856

139,392
62,495

PRC
HK$000

1,739
307

8,403

(260)

Hong Kong
HK$7000

2,866,686

83,198
1,221,063

Hong Kong
HK$000

500
1,851

(74,825)
12,266

(770)
(387)

Others
HK$000

105,797

453
45,655

Others
HK$’000

28

Consolidated
HK$’000

7,221,899

17,968

2,856
7,244

7,249,967

302,685
3,009,889
27,678
22,836

3,363,088

Consolidated
HK$’000

87,237
3,976

(438,259)
17,240

1,244
(1,303)

The Group is currently organised into four operating divisions — property investment, garment manufacturing and

trading, investment and property development.

Principal activities are as follows:

Property investment

Garment manufacturing and trading
Investment

Property development

— rental of properties

— manufacturing and trading of garment products
— investment in securities and treasury investments

— development of properties

Other than the garment manufacturing and trading with location of its operations mainly in Hong Kong, all the above

divisions are operating in New Zealand, Australia, PRC and Hong Kong.
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1

GEOGRAPHICAL AND BUSINESS SEGMENTS (continued)
Business segments (continued)

The following table provides an analysis of the Group’s sales revenue and contribution to profit (loss) from operations by
business segment:

Sales revenue by Contribution to profit

business segment (loss) from operations
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000
Property investment 316,094 442,433 387,300 (27,607)
Garment manufacturing and trading 147,488 143,684 4,535 22,983
Investment 2,705 3,260 18,918 (57,944)
Property development 126,202 151,598 37,697 (13,601)
Others 364 484 (1,784) (32,486)
592,853 741,459 446,666 (108,655)
Interest income 54,419 23,404
Unallocated corporate expenses (37,833) (28,366)
Profit (loss) from operations 463,252 (113,617)

The following is an analysis of the carrying amount of segment assets, and additions to investment properties and
property, plant and equipment analysed by business segments:

Additions to

Carrying investment properties
amount of and property,
segment assets plant and equipment
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000
Property investment 5,458,130 5,610,479 145,840 84,267
Garment manufacturing and trading 40,881 42,227 1,180 200
Investment 79,013 88,767 177 17
Property development 941,531 900,063 491 1,739
Others 18,112 28,002 491 1,014
6,537,667 6,669,538 148,179 87,237
Unallocated corporate assets 343,892 580,429
Consolidated total assets 6,881,559 7,249,967
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6. CHANGES IN INVENTORIES AND PROPERTIES HELD FOR SALE

2003 2002

HK$’000 HK$’000

Changes in inventories of manufactured finished
goods and work-in-progress (6,423) 913
Raw materials and consumables used (29,856) (27,896)
Purchase of goods held for resale (61,778) (63,599)
Changes in inventories of properties held for sale 14,346 93,434
Costs incurred on properties held for sale (111,371) (230,005)
(195,082) (227,153)
7. NET GAIN (LOSS) ON INVESTMENTS AND PROPERTIES

2003 2002

HK$’000 HK$000

Gain (loss) on disposal of investment properties 72,857 (364,508)
Write back of (allowance for) properties held for sale 21,659 (6,403)
Realised gain on disposal of investments in securities 2,300 418
Gain on deemed disposal of an associate 2,175 —
Unrealised holding loss on investments in trading securities (155) (5,549)
Write back of allowance for loan to a joint controlled entity — 8,403
Gain on disposal of a subsidiary — 3,745
Impairment loss on investments in non-trading securities —_ (68,017)
Loss on dilution of interests in subsidiaries — (6,348)
98,836 (438,259)
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8. PROFIT (LOSS) FROM OPERATIONS
2003 2002
HK$7000 HK$000
Profit (loss) from operations has been arrived at after charging:
Auditors’ remuneration
Current year 3,056 2,923
(Over)underprovision for prior years (75) 110
Bad debts written off 376 1,303
Directors’ emoluments (note 10) 12,865 6,519
Loss on disposal of property, plant and equipment 967 —
Net exchange loss — 1,929
Rental payments under operating leases 7,451 21,089
and crediting:
Gross rental income from investment properties 316,079 440,266
Less: Outgoings (29,513) (44,248)
Net rental income from investment properties 286,566 396,018
Net rental income from other properties 1,032 1,056
287,598 397,074
Interest earned on bank deposits 40,780 23,203
Other interest income 13,639 201
54,419 23,404
Dividend income from listed investments 1,666 1,739
Dividend income from unlisted investments 12 —
Gain on disposal of property, plant and equipment — 1,244
Gain on repurchase of preference convertible promissory notes 15,600 —
Net exchange gain 904 —
9s FINANCE COSTS
2003 2002
HK$7000 HK$°000
Interest on:
Bank loans wholly repayable within 5 years 123,226 139,255
Bank loans not wholly repayable within 5 years 21,654 38,786
Obligations under finance leases 57 208
Convertible capital notes/bonds 18,860 15,120
Total interest 163,797 193,369
Less: Amounts capitalised to property development projects (7,147) (4,965)
156,650 188,404
Facilities charges 2,029 7,751
158,679 196,155

Borrowing costs capitalised during the year arose on the general borrowing pool and are calculated by applying a
capitalisation rate of 6% (2002: 7%) to expenditure on qualifying assets.
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10. DIRECTORS” EMOLUMENTS

Directors’ fees:
Executive
Non-executive
Independent non-executive

Management remuneration:
Executive
Salaries and other benefits
Performance based bonus
Contributions to pension scheme
Discretionary payments
Independent non-executive
Other remuneration

Their emoluments were within the following bands:

Nil to HK$500,000

HK$500,001 to HK$1,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000
HK$9,000,001 to HK$9,500,000

No directors waived their emoluments during the year.

2003
HK$7000

70
20
40

130

5,300
5,940
775
600

120

12,735

12,865

2003
Number of
directors

2002
HK$000

70
50
40

160

5,525

754

80

6,359

6,519

2002
Number of
directors
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11.

EMPLOYEES” EMOLUMENTS

Of the five individuals with the highest emoluments in the Group, two (2002: two) were directors of the Company whose

emoluments are included in the disclosures in note 10. The emoluments of the remaining three (2002: three) individuals

were as follows:

Salaries and other remuneration
Performance based bonus
Contributions to pension scheme
Compensation for loss of office

Their emoluments were within the following bands:

HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000
HK$3,500,001 to HK$4,000,000

2003
HK$7000

5,769
914
45

6,728

2003
Number of
employees

2002
HK$000

5,773

123
693

6,589

2002
Number of
employees
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12. TAXATION

The charge comprises:

Current year
Hong Kong
Other regions in the PRC
Other jurisdictions

Under(over)provision in prior years
Hong Kong
Other regions in the PRC

Deferred tax
Current year
Attributable to a change in tax rate

Taxation attributable to the Company and its subsidiaries
Share of taxation attributable to jointly controlled entities

2003
HK$7000

3,833

1,887

5,720

(480)

663

183

5,903

2,101

645

2,746

8,649
2,126

10,775

2002
HK$’000
(restated)

7,362
967
3,185
11,514

(2,314)

(2,314)

9,200

1,833

1,833

11,033

11,033

Hong Kong Profits Tax is calculated at 17.5% (2002: 16%) of the estimated assessable profit for the year. The Hong Kong
Profits Tax rate was increased from 16% to 17.5% with effect from the 2003/2004 year of assessment. The effect of this

increase has been reflected in the calculation of current and deferred tax balances at 31st December, 2003.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdictions.

Details of deferred taxation are set out in note 39.
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12.

13.

TAXATION (continued)

The taxation for the year can be reconciled from taxation based on profit (loss) per the income statement as follows:

Hong Kong and PRC

2003

HK$’000

Profit (loss) before taxation 88,962
Applicable income tax rate 17.5%

Tax at the applicable income
tax rate 15,568
Tax effect of expenses not

deductible for tax purpose 2,154
Tax effect of income not taxable

for tax purpose (7,645)
Under(over)provision in prior years 183

Tax effect of losses not recognised

(utilisation of losses previously

not recognised), net 9,199
Tax effect of (decrease) increase

in deferred tax assets on deductible

temporary differences not recognised  (13,322)
Withholding tax on dividend income —
Increase in opening deferred tax

liability resulting from an increase

in applicable tax rate 645
Tax effect of share of loss of

associates not recognised 381
Effect of different tax rates of

subsidiaries and jointly controlled

entities operated in other

jurisdictions 1,725
Taxation for the year 8,888
DIVIDENDS

Final — HK6 cents per share (2002: nil)
Interim — HK4 cents per share (2002: nil)

A final dividend of HK6 cents (2002: nil) per share has been proposed by the directors and is subject to

shareholders in general meeting.

2002
HK$’000

2,603

16%

416

13,758

(7,047)

(2,314)

1,219

233

850

733

7,848

New Zealand,

Australia and others

2003
HK$7000

219,645

33%

72,483

20,574

(20,997)

(72,060)

1,887

1,887
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2002
HK$’000

(318,763)

33%

(105,192)

38,747

(3,710)

70,290

3,061

an)

3,185

Total
2003
HK$’000

308,607

88,051

22,728

(28,642)

183

(62,861)

(13,322)
1,887

645

381

1,725

10,775

2003
HK$’000

30,675
20,450

51,125

2002
HK$000

(316,160)

(104,776)

52,505

(10,757)

(2,314)

71,509

233

3,061

850

722

11,033

2002
HK$’000

approval by the
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14.

EARNINGS (LOSS) PER SHARE
The calculation of the basic and diluted earnings (loss) per share is based on the following data:

2003 2002
HK$’000 HK$’000
(restated)
Earnings (loss) for the purposes of basic and diluted
earnings (loss) per share 187,261 (202,584)

Number of shares

2003 2002

Number of ordinary shares for the purposes

of basic earnings (loss) per share 511,246,868 511,246,868
Effect of dilutive potential ordinary shares

Options 886,484 N/A

Warrants 5,352,693 N/A
Weighted average number of ordinary shares for the

purposes of diluted earnings (loss) per share 517,486,045 511,246,868

No diluted loss per share for 2002 has been presented because the exercise prices of the Company’s options and
warrants were higher than the average market price of the Company’s shares for 2002.

The computation of diluted earnings (loss) per share does not assume the conversion of the preference convertible
promissory notes of a subsidiary of the Company since their exercise would result in an increase in the net profit per
share (2002: decrease in the net loss per share).

The adjustment to comparative basic loss per share, arising from the adoption of HKFRS shown in note 2, is as follows:

Reconciliation of 2002 basic loss per share:

HK cents
Reported figures before adjustments (39.3)
Adjustments arising from the adoption of SSAP 12 (Revised) (0.3)
Restated (39.6)
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15. INVESTMENT PROPERTIES
New Zealand
and
Australia
held under
freehold
HK$'000
THE GROUP
VALUATION
At 1st January, 2003 3,019,602
Exchange adjustments 592,460
Additions 13,403
Disposals (2,132,678)
Transfer from properties
under development 202,235
Reclassification =
Surplus (deficit) on valuation 316
At 31st December, 2003 1,695,338

Hong Kong
held under
long leases

HKS$'000

83,000

(2,000)

81,000

Hong Kong
held under
medium-
term leases
HK$'000

1,900,000

(100,000)

1,800,000

PRC held
under medium-
term leases
HK$’000

36,400

2,900

39,300

Australia
held under
long leases

HK$'000

108,290
34,168

4,608

147,066

New Zealand
held under
medium-
term leases
HK$'000

13172
3,404
3

313
2,683

19,575

New Zealand

held under
long leases Total
HK$’000 HK$'000

95,798 5,256,262
22,477 652,509

1,823 15,229
—  (2,132,678)

— 202,235
(313) —

(577) (92,070)

119,208 3,901,487

The Group’s investment properties have been revalued as at 31st December, 2003 on an open market value basis by

independent professional valuers as follows:

Properties situated in

New Zealand and Australia held under freehold

Hong Kong held under medium-term and long leases

PRC held under medium-term leases

Australia held under long leases

New Zealand held under medium-term and

long leases

Name of independent professional valuers

CB Richard Ellis Limited, Collier International Consultancy

and Valuation Pty Limited, Colliers International New Zealand
Limited

Chesterton Petty Limited

CB Richard Ellis Limited

Colliers International Consultancy and Valuation Pty Limited

Jones Lang LaSalle Limited

The above-mentioned valuations have been adopted by the directors in these financial statements. The net deficit arising
on revaluation amounting to HK$92,070,000 of which HK$93,501,000 attributable to the Group has been debited to the

investment properties revaluation reserve.

All the Group’s investment properties are rented out under operating leases.
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16. PROPERTY, PLANT AND EQUIPMENT

Properties Furniture,
under fixtures
development held Land and and Motor Plant and Leasehold
for investment buildings equipment vehicles machinery  improvements Total
HK$’000 HK$’000 HK$’000 HK$'000 HK$’000 HK$’000 HK$'000
THE GROUP
COST
At Tst January, 2003 325,052 502 21,577 10,471 2,914 2,465 362,981
Exchange adjustments 30,043 21 1,695 885 — — 32,644
Additions 128,741 — 640 3,260 93 216 132,950
Disposals — — (3,741) (4,128) — (46) (7,915)
Transfer from properties
held for sale 106,015 — — — — — 106,015
Transfer to investment
properties (202,235) — — — — — (202,235)
At 31st December, 2003 387,616 523 20,171 10,488 3,007 2,635 424,440
DEPRECIATION AND
AMORTISATION/
IMPAIRMENT
At 1st January, 2003 — 130 16,069 6,788 1,448 2,420 26,855
Exchange adjustments — 6 1,158 296 — — 1,460
Provided for the year — 19 1,861 1,669 170 31 3,750
Eliminated on disposals = = (1,922) (2,657) = = (4,579)
At 31st December, 2003 — 155 17,166 6,096 1,618 2,451 27,486
NET BOOK VALUES
At 31st December, 2003 387,616 368 3,005 4,392 1,389 184 396,954
At 31st December, 2002 325,052 372 5,508 3,683 1,466 45 336,126

The net book values of properties shown above comprises:

Properties
under development
held for investment Land and buildings
2003 2002 2003 2002
HK$’000 HK$'000 HK$’000 HK$’000
In PRC held under long leases 188,005 188,478 101 104
In Hong Kong held under medium-
term leases 106,015 — — —
In New Zealand held under freehold 93,596 — — —
In Australia held under freehold — 136,574 — —
In Indonesia under long leases — — 267 268
387,616 325,052 368 372
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16. PROPERTY, PLANT AND EQUIPMENT (continued)
At 31st December, 2003, the total borrowing costs capitalised to properties under development held for investment were
HK$10,730,000 (2002: HK$4,207,000).

At 31st December, 2002, the carrying value of furniture, fixtures and equipment and motor vehicles include an amount
of HK$1,151,000 and HK$1,150,000 respectively in respect of assets held under finance leases. There were no assets
held under finance leases at 31st December, 2003.

17. PERMANENT QUOTAS

THE GROUP
HK$’000
COST
At Tst January, 2003 and at 31st December, 2003 85,511
AMORTISATION
At Tst January, 2003 and at 31st December, 2003 (85,511)
CARRYING AMOUNT
At 31st December, 2003 and at 31st December, 2002 —
18. NEGATIVE GOODWILL
THE GROUP
HK$’000

GROSS AMOUNT
At 1st January, 2003 258,880
Exchange adjustments 16,267
Arising on acquisition of further interests in subsidiaries 148,702
At 31st December, 2003 423,849
RELEASED TO INCOME
At Tst January, 2003 115,373
Exchange adjustments 4,841
Released in the year 56,510
At 31st December, 2003 176,724
CARRYING AMOUNT
At 31st December, 2003 247,125
At 31st December, 2002 143,507

The negative goodwill is released to income on a straight-line basis over 20 years, being the estimated remaining
weighted average useful life of the depreciable assets acquired.

During the year, HK$44,244,000 was released to income upon disposal of certain depreciable assets of the subsidiaries.
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19. INVESTMENTS IN SUBSIDIARIES
THE COMPANY
2003 2002
HK$’000 HK$’000
Unlisted investments, at cost (net of amounts written off) 259,461 259,461
Less: Impairment losses recognised (122,875) (122,875)
136,586 136,586

Details of the principal subsidiaries, all of which are companies with limited liability, at 31st December, 2003 are set out

below:
Issued and Effective percentage
Place/country paid up of issued equity share
of incorporation/  share capital/ capital/registered capital
Name of subsidiary operation registered capital held by the Company Principal activities
Direct subsidiary
Chisel Limited The British 2 ordinary shares of 100 Investment holding
Virgin Islands/ US$1 each
Republic of
Indonesia
SEABO Pacific Limited Bermuda/ 767,919 ordinary 100 Investment holding
PRC shares of HK$1 each
South-East Asia Hong Kong 10,000,000 ordinary 100 Investment holding
Investment and shares of HK$1 each
Agency Company
Limited
Indirect subsidiary
Australian Growth Australia 301,629,886 ordinary 60 Property investment and
Properties Limited shares of no par value development
AGP Management Limited Australia 350,000 shares of no 100 Property and asset
par value management
Chengdu Huashang PRC RMB133,420,000 97 Property development
House Development registered capital
Co., Ltd.*
Guangzhou Yingfat House PRC US$20,110,000 100 Property development
Property Development registered capital
Co., Ltd. (“Yingfat”)*
Handy View Company Hong Kong 2 ordinary shares of 100 Property investment
Limited HK$1 each and garment trading
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19. INVESTMENTS IN SUBSIDIARIES (continued)

Place/country
of incorporation/

Issued and
paid up
share capital/

Effective percentage
of issued equity share
capital/registered capital

Name of subsidiary operation registered capital held by the Company Principal activities
Indirect subsidiary (continued)
SEA Group Treasury Limited Hong Kong 10,000,000 ordinary 100 Property development
shares of HK$1 each and financing
Shinning Worldwide The British 1,000 ordinary shares 55 Property development
Limited Virgin Islands/ of US$Teach
Hong Kong
Sky Trend Investments Limited ~ Hong Kong 2 ordinary shares of 100 Property development
HK$1 each
Trans Tasman Properties New Zealand 594,824,424 shares 60 Property investment
Limited (“TTP”) of no par value and development
UniMilo’s Knitwear Hong Kong 10,000,000 ordinary 60 Garment
Company Limited shares of HK$1 each manufacturing
Wing Siu Company Limited Hong Kong 2 ordinary shares of 100 Property investment
HK$1 each
& These companies are incorporated in the form of Sino-foreign co-operative joint ventures. According to the shareholders’

agreement of Yingfat, the PRC partner is entitled to the higher of a fixed sum of return or 5% of the profit generated from the

related property development project as defined in the agreement. The Group has the full entitlement to the remaining of the

profit generated.

The directors are of the opinion that a complete list of the particulars of all subsidiaries of the Group will be of excessive

length and therefore the above list contains only the particulars of subsidiaries which principally affect the results or

assets of the Group.

Except for the 2007 bonds issued by TTP, none of the subsidiaries had issued any debt securities at the end of the year.

20. INTERESTS IN ASSOCIATES

THE GROUP
2003 2002
HK$’000 HK$’000
Share of net assets — unlisted 16,484 17,968
Goodwill on acquisition of associates 80,396 80,396
Impairment loss recognised (80,396) (80,396)
16,484 17,968
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The goodwill arose from acquisition of the associates in 2000. As the results of these associates after acquisition were
significantly below the original expectation, the directors were of the opinion that future positive returns from these
investments were uncertain and the excess of the purchase consideration over the fair value of the underlying net assets
representing goodwill of HK$80,396,000 was therefore considered as impaired and charged to the income statement in
the year ended 31st December, 2000.

Details of the Group’s associates at 31st December, 2003, all of which are companies with limited liability, are as

follows:
Place/ Effective percentage
country of of issued equity share
incorporation/ Class of capital indirectly held
Name of associate operation shares held by the Company Principal activities
e-commerce Logistics Hong Kong Ordinary 29 e-fulfillment,
Limited warehousing and
delivery services
GSB Supplycorp New Zealand Ordinary 43 Public sector
Limited e-procurement
Professional Service New Zealand Ordinary 43 e-procurement
Brokers Limited Preference 43 management
Supplynet Limited New Zealand Ordinary 41 e-commerce
marketplace
THE GROUP
2003 2002
HK$7000 HK$7000
Share of net assets 3,979 —

As at 31st December, 2003, the Group had interests in the following principal jointly controlled entity formed as a Sino-
foreign equity joint venture:

Effective percentage

Country of of registered capital

registration/ Registered indirectly held
Name of entity operation capital by the Company Principal activities
Chengdu Minggiang Real PRC US$6,000,000 50 Property development

Estate Co., Ltd.

The directors are of the opinion that a complete list of the particulars of all jointly controlled entities of the Group will
be of excessive length and therefore the above list contains only the particulars of a jointly controlled entity which
principally affect the results or assets of the Group.
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22.

23.

24.

OTHER INVESTMENTS
Non-trading securities Trading securities Total
2003 2002 2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

THE GROUP
Investments in securities
Equity securities:

Listed — Hong Kong 54,755 49,906 914 1,069 55,669 50,975
— overseas 16,940 16,149 — — 16,940 16,149
71,695 66,055 914 1,069 72,609 67,124
Unlisted 8 — 18,231 18,231 18,239 18,231
71,703 66,055 19,145 19,300 90,848 85,355

Club debentures/memberships:
Unlisted 8,574 8,574 — — 8,574 8,574
80,277 74,629 19,145 19,300 99,422 93,929

Market value of listed
securities 71,695 66,078 914 1,069 72,609 67,147

Carrying amount analysed
for reporting purposes as:

Non-current 80,277 74,629 — — 80,277 74,629
Current — — 19,145 19,300 19,145 19,300
80,277 74,629 19,145 19,300 99,422 93,929

AMOUNTS DUE FROM JOINTLY CONTROLLED ENTITIES

The Group

The amounts are unsecured and interest-free. The Group will not demand for repayment within the next twelve months
from the balance sheet date and accordingly, the amounts are shown as non-current.

OTHER LOANS RECEIVABLE

The Group

Included in other loans receivable is a loan of NZ$812,000 (equivalent to approximately HK$4,119,000) (2002: nil)
advanced to New Zealand Land Trust Limited (“NZLT”), a company owned as to 50% by a company associated with Mr.
John Darby. Mr. John Darby is a director and has 25% interest in a non-wholly owned subsidiary of the Company. The
loan is guaranteed and indemnified by Islands Limited and Ruboc Holdings Limited (the “Guarantors”) and secured by a
second charge over all shares held by the Guarantors in NZLT and is repayable on demand and, in any event, no later
than 30th April, 2004. No interest will be required if the loan is repaid within two months from the advancement.
However, if the loan is not repaid within that period, interest at 9% per annum will be calculated commencing from the
date of advancement.

The remaining other loans receivable are secured by mortgages over certain leasehold properties, carry interest at
commercial rate and are repayable in accordance with their respective repayment terms. Accordingly, the amount
repayable within one year is classified as current asset.
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25.

26.

27.

INVENTORIES
THE GROUP

2003 2002
HK$’000 HK$000
Raw materials 122 339
Work-in-progress 1,527 7,857
Finished goods 252 346
1,901 8,542

Included above are finished goods of HK$252,000 (2002: HK$252,000) carried at net realisable value.

PROPERTIES HELD FOR SALE

THE GROUP
2003 2002
HK$’000 HK$’000
Completed 16,384 13,794
Under development 524,072 576,062
540,456 589,856

At 31st December, 2003, the total borrowing costs capitalised to properties held for sale were HK$6,515,000 (2002:
HK$20,797,000).

Included in the above are completed properties held for sale and properties under development of nil (2002: HK$8,857,000)
and HK$326,644,000 (2002: HK$523,021,000) respectively which are carried at net realisable value.

DEBTORS, DEPOSITS AND PREPAYMENTS
The Group has a policy of allowing an average credit period of 2.5 months to its trade customers.

Included in the Group’s debtors, deposits and prepayments are trade debtors of HK$36,081,000 (2002: HK$41,380,000),
an aged analysis of which at the balance sheet date is as follows:

THE GROUP
2003 2002
HK$’000 HK$’000
0 to 60 days 17,588 32,673
61 to 90 days 15,899 1,892
91 to 365 days 972 2,575
Over 365 days 1,622 4,240
36,081 41,380

ANNUAL REPORT 2003 S E A HOLDINGS LIMITED



Notes To The Financial Statements

For the year ended 31st December, 2003

28.

23),

30.

Bils

ADVANCE TO A DIRECTOR OF AN INDIRECT SUBSIDIARY

THE GROUP
HK$000

Mr. Donald I. Fletcher
Balance at 1st January, 2003 1,302
Balance at 31st December, 2003 1,606
Maximum amount outstanding during the year 1,606

The above advance is denominated in NZ$317,000 equivalent to HK$1,606,000 (2002: NZ$317,000, equivalent to
HK$1,302,000), unsecured, non-interest bearing and repayable on demand.

AMOUNTS DUE FROM (TO) SUBSIDIARIES
The Company
The amounts are unsecured, non-interest bearing and repayable on demand.

AMOUNT DUE FROM (TO) AN ASSOCIATE

The Group

The amount due from an associate is secured by a floating charge over certain assets of the associate, bears interest at
commercial rate and repayable within one year.

The amount due to an associate was unsecured, non-interest bearing and fully repaid during the year.

CREDITORS, DEPOSITS RECEIVED AND ACCRUED CHARGES
Included in the Group’s creditors, deposits received and accrued charges are trade creditors of HK$50,942,000 (2002:
HK$50,303,000), an aged analysis of which at the balance sheet date is as follows:

THE GROUP
2003 2002
HK$’000 HK$’000
0 to 60 days 31,256 36,493
61 to 90 days 15,087 9,341
91 to 365 days 573 441
Over 365 days 4,026 4,028
50,942 50,303
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B8

33

PROVISIONS

At Tst January, 2002
Provision in the year
Exchange adjustments

At 31st December, 2002
Provision in the year

Reversal of provision in the year
Payment for the year

Exchange adjustments

At 31st December, 2003

Rehousing
compensation
HK$’000

67,032
1,881
(49)

68,864
1,717
(9,880)

(168)

60,533

THE GROUP
Rental
guarantee Total
HK$’000 HK$000
— 67,032
— 1,881
= (49)
— 68,864
48,940 50,657
— (9,880)
(9,912) (9,912)
5,111 4,943
44,139 104,672

The provisions for rehousing compensation represent the compensation for the delay in handover of rehousing properties

to the former commercial unit owners (“Affected Owners”) whose properties have been demolished due to the construction

of a property developed for sale in the PRC and the estimated cost for the permanent relocation of certain of the Affected

Owners who will not have rehousing properties allocated under management’s plan. Such provisions are estimated based

on management’s best estimate by reference to the PRC statutory requirements and other relevant signed agreements. In

the opinion of the directors, the compensation is expected to be paid within one year, depending on the progress of

negotiation with Affected Owners.

The provision for rental guarantee represents the estimated rental compensation that will be payable to purchasers of the

disposed investment properties until the time the properties were being leased out by the purchasers up to a maximum

period of 36 months from the date of disposal of the properties in accordance with the sales and purchases agreements

signed with the purchasers.

BORROWINGS

Bank loans

— secured

— unsecured
2007 bonds (note a)

Preference convertible promissory notes (note b)

Other loans — unsecured

Total borrowings

Less: Unamortised transactions costs on bank loans raised

Total net borrowings
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THE GROUP

2003 2002
HK$7000 HK$’000
2,779,599 2,598,305
27,173 222,611
71,409 170,257

— 15,600

5,584 7,698
2,883,765 3,014,471
(5,700) (6,900)
2,878,065 3,007,571
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33. BORROWINGS (continued)

The borrowings are repayable as follows:
Bank loans:

Within one year

More than one year, but not exceeding two years
More than two years, but not exceeding five years
More than five years

2007 bonds
Preference convertible promissory notes
Other loans:

Within one year
More than one year, but not exceeding two years
More than two years, but not exceeding five years

Unamortised transaction costs on bank loans raised

Total
Less: Amounts due within one year shown
under current liabilities

Amount due after one year

THE GROUP

2003 2002
HK$’000 HK$’000
201,442 425,507
1,510,843 136,463
955,101 1,514,472
139,386 744,474
2,806,772 2,820,916
71,409 170,257

— 15,600

4,101 3,435
1,483 3,131

— 1,132

5,584 7,698
(5,700) (6,900)
2,878,065 3,007,571
(205,543) (428,942)
2,672,522 2,578,629

THE COMPANY

Bank loans

— unsecured, due within one year

2003
HK$7000

20,549

2002
HK$’000

218,435

Notes:

(a) 2007 bonds

The 2007 bonds which were issued by Trans Tasman Properties Limited (“TTP”), a subsidiary of the Company, on 21st May,

2001 have a face value of NZ$1, carry at 10% per annum interest return and will mature on 27th June, 2007.

The 2007 bonds are secured by a floating charge over all the assets of TTP. TTP has the option to redeem the 2007 bonds, in full

or on a pro-rata basis, with effect from 27th June, 2003 and thereafter on any interest payment date while the holders of the
2007 bonds have the option to require TTP to redeem 50% of the 2007 bonds with effect from 27th December, 2005. At 31st
December, 2003, the outstanding 2007 bonds amounted to NZ$14,085,000 (2002: NZ$41,425,000).

TTP is a New Zealand public listed investment holding company and 60.0% (2002: 55.2%) of the shares in TTP is held by the

Group as at 31st December, 2003.
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33. BORROWINGS (continued)

Notes: (continued)

(b) Preference convertible promissory notes

A subsidiary of the Company issued preference convertible promissory note (the “Note”) with an aggregate principal of
US$2,000,000 to an independent third party on 1st August, 2001.

The notesholder has voting rights in the subsidiary as specified in the subsidiary’s Memorandum and Articles of Association. The

Note bears zero interest rate and will mature on 6th July, 2004. The Note will be converted into Series B preferences shares/

stocks of the subsidiary upon maturity in accordance with the terms of the Agreements. At the option of the holder of the Note

and at any time during the term of the Note, the holder of the Note may convert some or all the principal into the convertible

preferred shares/stocks of the subsidiary.

The Group repurchased the Note during the year.

34. OBLIGATIONS UNDER FINANCE LEASES

Amounts payable under finance leases:
Within one year

In the second to fifth year inclusive
Less: Future finance charges

Present value of lease obligations

Less: Amount due for settlement
within 12 months

Amount due for settlement after
12 months

THE GROUP

Minimum
lease payments
2003 2002
HK$7000 HK$’000

— 1,108
— 1,438

— 2,546
— (228)

— 2,318

Present value

of minimum

lease payments

2003

HK$’000

N/A

2002
HK$’000

911
1,407

2,318
N/A

2,318

911)

1,407

It was the Group’s policy to lease certain of its motor vehicles, furniture, fixtures and equipment under finance leases.

For the year ended 31st December, 2002, the average lease term was 3 years and the average effective borrowing rate

was 8% per annum. Interest rates were fixed at the contract date. All leases were on a fixed repayment basis and no

arrangements had been entered into for contingent rental payments.
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36.

575

OTHER PAYABLES

The Group

The other payables are repayable by the end of a property development project which is expected to be completed after
two years, but not exceeding five years from the balance sheet date. Accordingly, the amounts are shown as non-current.

SHARE CAPITAL
Movements during the year in the share capital of the Company were as follows:

Number of shares Nominal value
2003 2002 2003 2002
HK$’000 HK$’000
Ordinary shares of HK$0.1 each:
Authorised:
At beginning and end of year 1,000,000,000 1,000,000,000 100,000 100,000
Issued and fully paid:
At beginning and end of year 511,246,868 511,246,868 51,125 51,125

WARRANTS

The Company had outstanding warrants expiring in 2008 entitling the registered holders to subscribe in cash for fully
paid shares of HK$0.1 each of the Company at a subscription price of HK$1.38 per share, subject to adjustment, until
3rd December, 2008. At 31st December, 2003, the aggregate par value of shares issuable against the outstanding
warrants amounted to HK$12,101,985 (2002: HK$12,101,985) and the amount receivable by the Company upon full
exercise of the warrants amounted to HK$167,007,394 (2002: HK$167,007,394).

Exercise in full of the rights attached to the 2008 warrants still outstanding at the balance sheet date would, under the
present capital structure of the Company, result in the issue of 121,019,850 (2002: 121,019,850) additional shares of
HK$0.1 each.
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38.

RESERVES
Capital
Share redemption Contributed Dividend Accumulated

premium reserve surplus reserve profits Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
THE COMPANY
At Tst January, 2002 155,588 4,451 190,081 51,125 1,730,047 2,131,292
Net loss for the year — — — (954) (954)
Dividend paid — — — (51,125) — (51,125)
At 31st December, 2002 155,588 4,451 190,081 — 1,729,093 2,079,213
Net loss for the year — — — — (2,710) (2,710)
Dividend proposed — — — 30,675 (30,675) —
Dividend paid — — — — (20,450) (20,450)
At 31st December, 2003 155,588 4,451 190,081 30,675 1,675,258 2,056,053

The contributed surplus of the Company represents the difference between the consolidated shareholders’ funds of the
subsidiaries at the date on which they were acquired by the Company and the nominal amount of the Company’s shares
issued for their acquisition at the time of the group reorganisation.

Under the Companies Act 1981 of Bermuda (as amended), the contributed surplus account of a company is available for
distribution. However, a company cannot declare or pay a dividend, or make a distribution out of contributed surplus if:

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

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

In the opinion of the directors, the Company’s reserves available for distribution to shareholders were as follows:

2003 2002

HK$’000 HK$’000

Contributed surplus 190,081 190,081
Accumulated profits 1,675,258 1,729,093
Dividend reserve 30,675 —
1,896,014 1,919,174
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8BS DEFERRED TAXATION
The following are the major deferred tax liabilities and assets recognised and movements thereon during the current and
prior reporting periods:

The Group
Accelerated Revaluation
tax on Tax
depreciation properties losses Total
HK$’000 HK$’000 HK$’000 HK$’000
At Tst January, 2002
— as previously reported — — — —
— adjustment on adoption of
SSAP 12 (Revised) 102,690 13,387 (96,987) 19,090
— as restated 102,690 13,387 (96,987) 19,090
Exchange adjustments 27,407 — (27,407) —
Charge to income for the year 16,413 — (14,580) 1,833
Charge to equity for the year — 1,913 — 1,913
At 31st December, 2002 146,510 15,300 (138,974) 22,836
Exchange adjustments 24,022 — (24,022) —
(Credit) charge to income for the year (75,858) — 77,959 2,101
Effect of change in tax rate
— charge (credit) to income 691 — (46) 645
Charge to equity for the year — 2,582 — 2,582
At 31st December, 2003 95,365 17,882 (85,083) 28,164

For the purposes of balance sheet presentation, deferred tax assets and liabilities above have been offset in accordance
with the conditions set out in SSAP 12 (Revised) and shown under non-current liabilities.

At the balance sheet date, the Group has unused tax losses of HK$1,002,738,000 (2002: HK$1,192,141,000) available
for offset against future profits. A deferred tax asset has been recognised in respect of HK$261,521,000 (2002:
HK$447,737,000) of such losses. No deferred tax asset has been recognised in respect of the remaining HK$741,217,000
(2002: HK$744,404,000) due to the unpredictability of future profit streams.

At the balance sheet date, the Group has deductible temporary differences of HK$175,328,000 (2002: HK$252,045,000).
No deferred tax asset has been recognised in relation to such deductible temporary difference as it is not probable that
taxable profit will be available against which the deductible temporary differences can be utilised.

At the balance sheet date, the Company has unused tax losses of HK$17,499,000 (2002: HK$13,630,000) available for
offset against future profits. No deferred tax asset has been recognised due to the unpredictability of future profit streams.

40. MINORITY INTERESTS
Included in minority interests are amounts due to minority shareholders amounting to HK$89,316,000 (2002:
HK$135,209,000).
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41.

42.

PURCHASES OF SUBSIDIARIES

NET ASSETS ACQUIRED

Debtors, deposits and prepayments
Bank balances and cash

Creditors, deposits and accrued charges
Minority interests

Carrying value of other investments/associates
prior to becoming subsidiaries on acquisition
Goodwill arising from acquisition of subsidiaries

Satisfied by:

Cash consideration

2003
HK$7000

Analysis of the net inflow of cash and cash equivalents in respect of the purchase of subsidiaries:

Net inflow of cash and cash equivalents
in respect of the purchase of subsidiaries:
Cash and cash equivalents acquired

The subsidiary acquired in 2002 had no significant contribution

operations for the year.

DISPOSAL OF A SUBSIDIARY

NET LIABILITIES DISPOSED OF

Debtors, deposits and prepayments

Bank balances and cash

Creditors, deposits received and accrued charges

Preference convertible promissory note
Minority interests

Gain on disposal of a subsidiary

Satisfied by:

Other investments

2003
HK$’000

2003
HK$’000

2002
HK$000

2,007

33,318
(2,263)
(10,486)

22,576

(17,602)
(4,974)

2002
HK$’000

33,318

to the Group’s cash flows, turnover or loss from

2002
HK$’000

766
4,584
(1,058)
(7,800)
1,121

(2,387)
3,745

1,358

1,358
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42.

43.

44.

DISPOSAL OF A SUBSIDIARY (continued)
Analysis of the net inflow of cash and cash equivalents in respect of the disposal of subsidiaries:

2003 2002
HK$7000 HK$000
Cash and cash equivalent disposed of — 4,584

The subsidiary disposed of during 2002 had no significant contribution to the Group’s cash flows, turnover or loss from
operations for that year.

MAJOR NON-CASH TRANSACTIONS

During the prior year, the Group entered into finance lease arrangements in respect of assets with a total capital value at
the inception of the leases of HK$733,000. The Group did not enter into finance lease arrangements during the current
year.

CAPITAL COMMITMENTS

At the balance sheet date, the Group had capital commitments in respect of expenditure to be incurred on properties as
follows:

2003 2002
HK$’000 HK$’000
Authorised but not contracted for

Hong Kong 73,380 318,060
PRC 438,000 354,000
New Zealand and Australia — 1,945
511,380 674,005

Contracted for but not provided for in the financial statements
Hong Kong 281,558 55,359
PRC 3,000 73,000
New Zealand and Australia 2,083 51,345
286,641 179,704

The Company did not have any capital commitments at the balance sheet date.
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46.

OPERATING LEASE ARRANGEMENTS

The Group as lessee

At 31st December, 2003, the Group had commitments for future minimum lease payment under non-cancellable operating
leases in respect of rented premises which fall due as follow:

THE GROUP
2003 2002
HK$’000 HK$’000
Within one year 5,874 5,915
In the second to fifth year inclusive 21,462 18,695
Over five years 50,796 47,097
78,132 71,707

Leases are negotiated for the range of 1 to 14 years (2002: 3 to 15 years) with fixed monthly rentals.

The Group as lessor

Certain of the Group’s properties held for rental purposes, with a carrying amount of approximately HK$2,133 million
(2002: HK$713 million), have been disposed of during the year. The remaining properties are expected to generate rental
yields of 6% on an ongoing basis. All of the properties held have committed tenants for the range of 1 to 6 years (2002: 3
to 7 years).

At the balance sheet date, the Group had contracted with tenants for the following future minimum lease payments:

THE GROUP
2003 2002
HK$’000 HK$’000
Within one year 221,541 353,042
In the second to fifth year inclusive 585,199 870,494
Over five years 117,735 371,528
924,475 1,595,064

In addition, one of the leases entered with tenants is subject to additional rental based on specified percentage of
revenue recognised by the tenant in accordance with lease agreement over the annual minimum lease payments.

The Company did not have any non-cancellable operating lease commitments or lease arrangements at the balance sheet
date.

CONTINGENT LIABILITIES

At 31st December, 2003, the Group acted as guarantor for the repayment of the bank loans granted to purchasers of the
Group’s properties under development for sale amounting to HK$1,128,000 (2002: HK$57,739,000). The guarantee will
be released upon completion of the construction of the properties and the relevant property ownership certificate being
issued by the relevant authority.

In addition, the Group has given guarantees to purchasers of the disposed investment properties that, for a maximum
period of 36 months from the date of disposal of the properties, certain areas of the properties will receive an agreed
minimum monthly rent until leased. A provision of HK$48,940,000 has been made at the time of disposal of the
properties as set out in note 32.
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At 31st December, 2003, the Company and a minority shareholder of a subsidiary agreed to provide funding to cover any
overrun and any pre-completion expenses and to undertake completion of a property development project in order to
secure a banking facility granted to a subsidiary. Other than this, the Company did not have any significant contingent
liabilities.

At 31st December, 2003, the Group had the following mortgages and/or pledges over its assets to secure banking
facilities and other loans granted to the Group.

(a) Fixed and floating charges on investment properties with an aggregate book value of HK$3,644,483,000 (2002:
HK$4,383,298,000).

(b) Properties held for sale with an aggregate book value of HK$529,213,000 (2002: HK$346,062,000).

(c) Properties under development held for investment with an aggregate book value of HK$106,015,000 (2002: nil).
(d) Bank deposits of HK$69,655,000 (2002: HK$157,744,000).

(e) Listed shares of a subsidiary principally comprised of investment properties including in (a) above.

(f) Unlisted shares of certain subsidiaries with assets principally comprised of investment properties and properties
under development held for investment including in (a) and (c) above.

The Company operates an employee share option scheme (the “Scheme”) for the primary purpose of providing incentive
to directors and eligible employee. The original scheme was approved and adopted on 30th June, 1990. A new scheme
was approved and adopted on 23rd June, 2000, which will be effective until 29th June, 2010. At 31st December, 2003,
the number of shares in respect of which options had been granted and remained outstanding under the original and new
Scheme was 2,200,000 and 28,000,000, representing approximately 0.4% and 5.5% respectively of the shares of the
Company in issue at that date.

Under the Scheme, the board of directors of the Company may offer to any director or full time employee/chief executive
of the Company, or any of its subsidiaries, options to subscribe for shares in the Company at a price equal to the higher
of the nominal value of the shares, and the average of the closing prices of shares on the Stock Exchange on each of the
five business days immediately preceding the date of the grant of the options and the minimum price as the Stock
Exchange may from time to time prescribe, subject to a maximum of 10% or such other percentage limit as the Stock
Exchange may from time to time prescribe, of the issued share capital of the Company. The number of shares in respect
of which options may be granted to any individual in any one year is not permitted to exceed 1% of the share of the
Company in issue at any point in time, without prior approval from the Company’s shareholders.

Options granted must be taken up within 28 days from the date of grant or such period as the directors determine, upon
payment of HK$10 per each grant of options. Options may be exercised at any time after the date of grant to the tenth
anniversary of the date of grant.
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48.

49.

SHARE OPTION SCHEME (continued)

The following table discloses details of the Company’s share options held by employees and movements on such

holdings during the year:

For the year ended 31st December, 2003

Date of grant Exercisable period

Directors
18.11.1993 18.11.1993 — 17.11.2003
21.2.1994 21.2.1994 — 20.2.2004
4.12.2000 4.12.2000 — 3.12.2010
Employees
18.11.1993 18.11.1993 — 17.11.2003

For the year ended 31st December, 2002

Date of grant Exercisable period

Directors

11.8.1992 18.11.1992 — 10.8.2002
18.11.1993 18.11.1993 — 17.11.2003
21.2.1994 21.2.1994 — 20.2.2004
4.12.2000 4.12.2000 — 3.12.2010
Employees

18.11.1993 18.11.1993 — 17.11.2003

Exercise
price (HK$)

2.78
4.40
1.44

2.78

Exercise
price (HK$)

1.85
2.78
4.40
1.44

No options were granted or exercised during the year.

RETIREMENT BENEFITS PLANS

Number of share options

Outstanding  Expired during Outstanding

at 1.1.2003 the year at 31.12.2003
3,500,000 (3,500,000) —
2,200,000 — 2,200,000

28,000,000 — 28,000,000

33,700,000 (3,500,000) 30,200,000

10,000,000 (10,000,000) —

43,700,000 (13,500,000) 30,200,000

Number of share options

Outstanding  Expired during Outstanding

at 1.1.2002 the year at 31.12.2002
21,000,000 (21,000,000) —

3,500,000 — 3,500,000

2,200,000 — 2,200,000
28,000,000 — 28,000,000
54,700,000 (21,000,000) 33,700,000
10,000,000 — 10,000,000
64,700,000 (21,000,000) 43,700,000

The Group participates in both a defined contribution scheme which is registered under the Occupational Retirement
Scheme Ordinance (the “ORSO Scheme”) and a Mandatory Provident Fund Scheme (the “MPF Scheme”) established
under the Mandatory Provident Fund Ordinance in December 2000 for eligible employees in Hong Kong. The assets of

the schemes are held separately from those of the Group, in funds under the control of trustees. Employees who were

members of the ORSO Schemes prior to the establishment of the MPF Scheme were offered a choice of staying within the

ORSO Scheme or switching to the MPF Scheme, whereas all new employees joining the Group on or after 1st December,

2000 are required to join the MPF Scheme.
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49.

RETIREMENT BENEFITS PLANS (continued)
The ORSO Scheme is funded by monthly contributions from both employees and the Group at rates ranging from 5% to
15% of the employee’s basic salary, depending on the length of service with the Group.

For members of the MPF Scheme, the Group contributes 5% to 15% of relevant payroll costs or HK$1,000 per month to
the Scheme which contribution is matched by the employee, depending on the length of service with the Group.

The Group also operates a defined contribution plan (the “Plan”) for eligible employees in the United States of America
(“USA”). All employees in USA are eligible to participate in the Plan. Participants may contribute a percentage of
compensation up to the maximum permitted by the relevant rules in USA. The Group may make discretionary matching
contributions.

The employees of the Group’s subsidiaries in the PRC and Australia are members of state-managed retirement benefit
schemes operated by the government of the PRC and Australia respectively. The subsidiaries are required to contribute
9% to 20% of payroll costs to the retirement benefit schemes to fund the benefits. The only obligation of the Group with
respect to the retirement benefit schemes is to make the specified contributions.

Forfeited contributions for the year amounting to HK$857,000 (2002: HK$119,000) has been used to reduce the level of
contributions. The total cost charged to income of HK$2,619,000 (2002: HK$2,851,000) represents contribution payable
to these schemes by the Group in respect of the current year.
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