NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

1.

GENERAL

The Company is a public limited company incorporated in Hong
Kong and its shares are listed on The Stock Exchange of Hong
Kong Limited.

The principal activities of the Group are property investment,
property management and development, trading of optical and
sound equipment, provision of management and agency services,
and investment holding.

ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING
PRACTICE

In the current year, the Group has adopted, for the first time, the
following Statements of Standard Accounting Practice
(“SSAP(s)") issued by the Hong Kong Society of Accountants.

SSAP 1 (Revised)  Presentation of financial statements

SSAP 2 (Revised)  Net profit or loss for the period, fundamental
errors and changes in accounting policies
SSAP 24 Accounting for investments in securities

The revised SSAPs 1 and 2 are concerned with the presentation
and disclosure of financial information. The presentation in the
current year’s financial statements has been modified in order to
conform with the requirements of those standards. Comparative
amounts have been restated in order to achieve a consistent
presentation.

In particular:

— additional analyses of income and expenditure have been
presented; and

— expense items that were separately identified on the face of
the income statement as ‘exceptional items’ in the prior year
have been reclassified within an appropriate cost
classification.

In addition, the description of various components in the financial
statements and the terminology used have been updated to

reflect the terminology of the new standards.

None of the amendments outlined above has affected the results
for the current or prior periods.
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NOTES TO THE FINANCIAL
STATEMENTS (Continued)

FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

2.

ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING
PRACTICE (Continued)

SSAP 24 has introduced a new framework for the classification of
investments in securities and the adoption of the standard has
had a significant effect on the treatment adopted by the Group
for its investments in securities. In adopting SSAP 24, the Group
has selected the benchmark treatment for securities other than
held-to-maturity securities.

Under SSAP 24, investments in securities are now classified as
investment securities (carried at cost less impairment) and
trading securities (carried at fair value, with valuation movements
dealt with in the income statement). In prior years, the Group’s
investments were classified either as long-term (carried at cost
less provision for permanent diminution in value) or short-term
(carried at the lower of cost and market value). The accounting
treatment specified by SSAP 24 has been applied retrospectively
—resulting in an increase in retained profits at 1st October, 1998
of HK$13,842,502, and a decrease in profit in the current year of
HK$439,110 (1999: HK$5,544,970). Comparative amounts have
been restated in line with the new accounting policy.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention as modified for the revaluation of investment
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 the
balance sheet date. 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 respectively.

All significant intercompany transactions and balances within the
Group have been eliminated on consolidation.
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NOTES TO THE FINANCIAL
STATEMENTS (Continued)

FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Goodwill

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

On disposal of a subsidiary, the attributable amount of goodwill
previously eliminated against or credited to reserves is included
in the determination of the profit or loss on disposal of the
subsidiary.

Investments in subsidiaries

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

Investments in subsidiaries are included in the Company’s
balance sheet at cost, as reduced by any decline in the value of
the subsidiary that is other than temporary. The results of the
subsidiaries are accounted for in the financial statements of the
Company only to the extent of dividends recognised during the
year.

Jointly controlled entities

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

Joint venture arrangement which involves the establishment of a
separate entity in which each venturer has an interest is referred
to as a jointly controlled entity.

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

When the Group transacts with its jointly controlled entity,
unrealised profits and losses are eliminated to the extent of the
Group’s interest in the jointly controlled entity, except where
unrealised losses provide evidence of an impairment of the asset
transferred.
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NOTES TO THE FINANCIAL
STATEMENTS (Continued)

FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investment properties

Investment properties are completed properties which are held
for their investment potential, any rental income being negotiated
atarm’s length.

Investment properties are stated at their open market value
based on independent professional valuations at the balance
sheet date. Any revaluation increase or decrease 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 revaluation decrease, in
which case the excess of the revaluation decrease over the
balance on the investment property revaluation reserve is
charged to the income statement. Where a decrease has
previously been charged to the income statement and a
revaluation increase subsequently arises, this increase is credited
to the income statement to the extent of the decrease 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 are stated at cost less depreciation.
The cost of an asset comprises its purchase price and any
directly attributable costs of bringing the asset to its present
working condition and location for its intended use. Expenditure
incurred after the assets have been put into operation, such as
repairs and maintenance and overhaul costs, is normally charged
to the income statement in the period in which it is incurred. In
situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future economic
benefits expected to be obtained from the use of the asset, the
expenditure is capitalised as an additional cost of the asset.

Where the recoverable amounts of an asset has declined below
its carrying amount, the carrying amount is reduced to reflect the
decline in value. In determining the recoverable amount of
assets, expected future cash flows are not discounted to their
present values.

The gain or loss arising from disposal or retirement of an asset is
determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in the income
statement.
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NOTES TO THE FINANCIAL
STATEMENTS (Continued)

FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment (Continued)

Depreciation is provided to write off the cost of property, plant
and equipment over their estimated useful lives on a straight line
basis at the following annual rates:

Leasehold land Over the unexpired term of
the lease
Buildings Over the shorter of the term
of the lease, or 50 years
Furniture, fixtures and equipment  12% - 20%

Motor vehicles 15% - 25%

Properties for development

Properties for development are stated at cost less provision for
impairment in value, where appropriate. Cost comprises land
cost, development expenditure and other incidental costs.

Investments in securities
Investments in securities are recognised on a trade date basis
and are initially measured at cost.

Investment securities, which are securities held for an identified
long-term purpose, are measured at subsequent reporting dates
at cost, as reduced by any impairment loss that is other than
temporary.

Trading securities are measured at market value, with unrealised
gains and losses included in net profit or loss for the period.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and, where
applicable, costs of conversion and other costs that have been
incurred in bringing the inventories to their present location and
condition, is calculated using the weighted average method. Net
realisable value represents the estimated selling price in the
ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale.

Foreign currencies

Transactions in foreign currencies during the year are translated
at the rates ruling on the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are re-
translated at the rates ruling on the balance sheet date. Profits
and losses arising on exchange are dealt with in the income
statement.
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NOTES TO THE FINANCIAL

STATEMENTS (Continued)
FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation

The charge for taxation is based on the results for the year as
adjusted for items which are non-assessable or disallowed.
Timing differences arise from the recognition for tax purposes of
certain items of income and expense in a different accounting
period from that in which they are recognised in the financial
statements. The tax effect of timing differences, computed using
the liability method, is recognised as deferred taxation in the
financial statements to the extent that it is probable a liability or
asset will crystallise in the foreseeable future.

Cash equivalents

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
dates of the advances.

Revenue recognition

Rental income in respect of properties rented out under operating
leases, where substantially all the risks and rewards of ownership
of assets remain with the lessor, is recognised over the term of
the respective tenancy on a straight line basis.

Sale of goods is recognised when goods are delivered and title
has passed.

Revenue from the provision of management and agency services
is recognised when the relevant services are provided.

Interest income from bank deposits is accrued on a time basis,
by reference to the principal outstanding and at the interest rate

applicable.

Dividend income is recognised when the Group’s right to receive
payment has been established.
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NOTES TO THE FINANCIAL
STATEMENTS (Continued)

FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

4. TURNOVER AND CONTRIBUTION
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4. &R ER

Contribution to profit
Turnover (loss) before taxation
HERBLAT 28R F
= 3L (&8 25 &
2000 1999 2000 1999
HK$ HK$ HK$ HK$
The Group’s turnover and NEE 7 LETER
contribution analysed by MM BB T EET
principal activity are as follows: DT -
Property rental LIE 61,451,777 67,513,100 20,817,651 16,695,861
Sale of goods EEED 31,376,977 39,662,368 3,353,018 2,413,785
Management and agency services &1 & {LIE RIS 9,129,286 9,480,547 2,345,949 2,994,550
Investment holding BRI E 880,891 867,056 222,141 (5,546,099)
Property development E5d - — - (17,000,000)
102,838,931 117,523,071 26,738,759 (441,903)
Share of results of a jointly FEAE H R
controlled entity NGIE = (3,500) (5,233)
26,735,259 (447,136)

More than 90% of the Group’s turnover and contribution to
operating profit were derived from Hong Kong.

5. PROFIT FROM OPERATIONS

Profit from operations has been arrived w2 R B R GEA)

at after charging (crediting): THEE :
Auditors’ remuneration ZEEN N &
Depreciation of property, plant M EER
and equipment BEITE
Staff costs BEMX
Directors’ emoluments (note 11) EEWNE HaET1)
Other staff costs Hibfg B2
Rental income in respect of investment R EERE
properties under operating leases AW AR 5
less outgoings of HK$9,895,241 9 895 2415
(1999: HK$7,103,923) (RN -
FEHET7,103,9237T)
Interest income FBUA
Dividend income from listed shares EmATRREMA
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THE GROUP
55

2000 1999
HK$ HK$
336,500 342,500
2,959,501 2,719,544
2,697,424 2,697,424
15,363,706 18,307,065

(51,556,536)

(95,609)
(880,891)

(60,409,177)

(54,385)
(867,056)




NOTES TO THE FINANCIAL
STATEMENTS (Continued)

FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

6. FINANCE COSTS
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Interest on: FE -
Bank loans and overdrafts RITERRFES
Other loans wholly HARTFANERES
repayable within five years HERK
Other financial expenses H b BB
Exchange losses on foreign
currency borrowings SNEEE R R IRES 18
7. TAXATION
Company and subsidiaries RAr EHE AT
Hong Kong Profits Tax EEREH
Current year's provision NS A

Less: Prior year's tax refunded S E RIS RS

Deferred tax (note 27) SEIERIIE (H12127)

Hong Kong Profits Tax is calculated at 16% (1999: 16%) on the
estimated assessable profits for the year.

8. NET PROFIT FOR THE YEAR

Of the Group’s net profit for the year, a loss of HK$99,555,520
(1999: profit of HK$12,454,658) is dealt with in the financial
statements of the Company.
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THE GROUP
e
2000 1999
HK$ HKS
17,870,270 21,883,384
4,151,355 1,018,836
1,417,936 1,562,671
- 7,817,635
23,439,561 32,282,526
THE GROUP
£H
2000 1999
HK$ HKS
5,538,075 5,785,716
- (1,197,129)
5,538,075 4,588,587
(83,640) (1,056,185)
5,454,435 3,532,402
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NOTES TO THE FINANCIAL
STATEMENTS (Continued)

FOR THE YEAR ENDED 30TH SEPTEMBER, 2000

9.

10.

DIVIDENDS

Interim dividend, paid

2 cents (1999: 2 cents) per share
Final dividend, proposed

7 cents (1999: 5 cents) per share

2P HIRE
g2 (NN E
FOR AR
BRML(ANNE

The final dividend of 7 cents (1999: 5 cents) per share has been
proposed by the directors and is subject to approval by the

shareholders in general meeting.

EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the
net profit for the year of HK$19,644,091 (1999: HK$6,911,020)
and on 110,179,385 (1999: 110,179,385) ordinary shares in issue

during the year.

The adjustment to comparative earnings per share, arising from
the change in accounting policy referred to in note 2 above, is as

follows:

Reconciliation of 1999’s earnings per share:

Reported figure before adjustment
Adjustment arising from
adoption of SSAP 24

Restated

RBEZRERT
RAEFTEBER
FASRMAEL 2 R

np

EEStS
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9.

: 241D

= 541D

10.

B2
THE GROUP
AND
THE COMPANY

EEKRAT
2000 1999
HK$ HK$
2,203,588 2,203,588
7,712,557 5,508,969
9,916,145 7,712,557

BEEEERIRERPBRSER (NN
JUEF 5D - RZARBRFRIAFE RS AR
BB AIEER -

SREF

BRERAN 25T ERTIRBAFELET
19,644,091 L (—NANEF  BE
6,911,0207T) - WIRAFE D BT E @R
110,179,385 (— A 14 : 110,179,385)

FOER

RAR_ LM 2 B S SRt R PRE A 2

LR AR

—NANFERBFZHE

HK cents

11.3

(5.0)

6.3



