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B WAk B
NOTES TO THE FINANCIAL STATEMENTS

HEZEEZFEF - A=1—HIFE
For the year ended 31st December, 2000

GENERAL

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 principal activities of the Group are the manufacture of
electronic products for original equipment manufacturer (“OEM”)
customers, including micro-computers, telecommunication

equipment and other electronic products.

SIGNIFICANT ACCOUNTING POLICIES

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 set out below:

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.

All significant intercompany transactions and balances between

group enterprises are eliminated on consolidation.

Goodwill

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

subsidiary over the purchase consideration, is credited to reserves.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill (Continued)

Any premium or discount arising on the acquisition of interests in
associates, representing the excess or shortfall respectively of the
purchase consideration over the fair value ascribed to the Group’s
share of the separable net assets of the associate at the date of
acquisition, is dealt with in the same manner as that described above

for goodwill.

On disposal of an investment in a subsidiary or an associate, the
attributable amount of goodwill previously eliminated against or
credited to reserves is included in the determination of the profit or

loss on disposal.

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 or equivalent

governing body.

Investments in subsidiaries are included in the Company’s balance

sheet at cost less any impairment loss that is other than temporary.

Associates
An associate is an enterprise over which the Group is in a position to
exercise significant influence, through participation in the financial

and operating policy decisions of the investee.

The results, assets and liabilities of associates are incorporated in
these financial statements using the equity method of accounting.
The carrying amount of such interests is reduced to recognise any
decline, other than temporary, in the value of individual

investments.
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B WAk B
NOTES TO THE FINANCIAL STATEMENTS

HEZEEZFEF - A=1—HIFE
For the year ended 31st December, 2000

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Associates (Continued)

Where a group enterprise transacts with an associate of the Group,
unrealised profits and losses are eliminated to the extent of the
Group’s interest in the relevant associate, except where unrealised

losses provide evidence of an impairment of the asset transferred.

Investments in securities
Investments in securities are recognised on a trade-date basis and

are initially measured at cost.

Investments other than held-to-maturity debt securities are classified

as investment securities and other investments.

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

temporary.

Other investments are measured at fair value, with unrealised gains

and losses included in net profit or loss for the year.

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 basis,
based on annual valuation by independent valuers. 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.
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(Continued)

Investment properties (Continued)
On 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 construction in progress
are stated at cost less depreciation and amortisation. 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 asset has been
put into operation, such as repairs and maintenance and overhaul
costs, is charged to the income statement in the year 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.

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

expected cash flows are not discounted to their present values.

The gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference
between the sale proceeds and the carrying amount of the asset and

is recognised in the income statement.

Freehold land is stated at cost. Freehold buildings and leasehold

land and buildings are stated at cost less accumulated depreciation.
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B WAk B
NOTES TO THE FINANCIAL STATEMENTS

HEZEEZFEF - A=1—HIFE
For the year ended 31st December, 2000

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Construction in progress is stated at cost, which comprises land
premium paid, buildings under construction, plant and machinery
purchased prior to installation, interest borrowing costs capitalised
in accordance with the Group’s accounting policy. Construction in
progress is transferred to the appropriate category of property, plant

and equipment on completion.

Depreciation and amortisation is charged so as to write off the cost
of property, plant and equipment, other than construction in
progress, over their estimated useful lives, using the straight-line

method, on the following bases:

Leasehold land QOver the term of the
relevant lease
Buildings 2.5% — 5%

15% - 20%
15% - 20%
Motor vehicles 25%

Plant, machinery and equipment

Furniture and fixtures

Assets held under finance leases are depreciated over their
estimated useful lives on the same basis as owned assets or, where

shorter, the term of the relevant lease.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost comprises direct materials and, where applicable, direct labour
costs and those overheads that have been incurred in bringing the
inventories to their present location and condition. Cost is calculated
using the weighted average method. Net realisable value represents
the estimated selling price less all estimated costs to completion and

costs to be incurred in marketing, selling and distribution.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases
Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to

the lessee. All other leases are classified as operating leases.

Assets held under finance leases are capitalised at their fair values at
the date of acquisition. The corresponding liability to the lessor 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 term of the relevant lease so as to
produce a constant periodic rate of charge on the remaining balance

of the obligations for each accounting period.

Rentals payable under operating leases are charged to the income

statement on a straight-line basis over the term of the relevant lease.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are
translated into Hong Kong dollars at the rates of exchange ruling on
the dates of the transactions. Monetary assets and liabilities
denominated in currencies other than Hong Kong dollars are re-
translated at the rates ruling on the balance sheet date. Gains and

losses arising on exchange are dealt with in the income statement.

On consolidation, the financial statements of subsidiaries which are
denominated in currencies other than Hong Kong dollars are
translated into Hong Kong dollars at the rates ruling on the balance
sheet date. All exchange difference arising on consolidation are dealt

with in reserves.
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B WAk B
NOTES TO THE FINANCIAL STATEMENTS

HEZEEZFEF - A=1—HIFE
For the year ended 31st December, 2000

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 the resulting timing differences, computed using the
liability method, is recognised as deferred taxation in the financial
statements to the extent that it is probable that a liability or asset will

crystallise in the foreseeable future.

Revenue recognition
(i) Sales of goods
Sales of goods are recognised when goods are delivered and

title has passed.

(i) Interest income
Interest income is accrued on a time basis by reference to the

principal outstanding and at the interest rate applicable.

(iii)  Rental income
Rental income under operating leases is recognised on a

straight-line basis over the term of the relevant lease.

Related parties

Parties are considered to be related to the Company if the Company
has the ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial and
operating decisions, or vice versa, or where the Company and the
party are subject to common control or common significant

influence. Related parties may be individuals or entities.

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 date

of the advances.
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= BEH 3. TURNOVER
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Turnover represents the aggregate of gross invoiced sales less

returns and discounts as follows:

2000 1999
T i o
HK$"000 HK$'000
FRIESEE W Continuing operations
HHEOEME TE M Sales of OEM electronic products 3,296,394 1,804,563
O # k¥ Discontinued operations
S EL 7 B% AR Sales of printed circuit boards 723,726 919,569

152 0 1 3 2 AR SR T S A
I

4,020,120 2,724,132

A geographical analysis of the Group’s turnover is shown below:

2000 1999
BT BT
HK$'000 HK$000
Oz : Exports to:

db &M North America
— 2 -USA 1,267,429 1,178,854
—mek —Canada 2,712 113,767
EEE Asia 1,343,095 785,769
e Europe 361,921 407,180
Hl Others - 23,625
2,975,157 2,509,195
ik Hong Kong 1,044,963 214,937

v 78 2% i 35 S i A A 2 R R
5 AL 2 & SR+ 2 ok
PRI U S 416 22 s i b [k 717 355 4 i A1) By
fEZEHK -

4,020,120 2,724,132

Contribution to profit by geographical market has not been
presented as the contribution to profit from each market is closely

proportional to turnover attributable to that market.
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Mo~ RN 4. PROFIT FROM OPERATIONS
2000 1999
WHTE T
HK$'000 HK$'000
K8 AT kR Profit from operations has been
arrived at after charging:
1 4 B Auditors’ remuneration 3,010 2,057
ENE X Depreciation and amortisation
BREE Owned assets 120,245 132,991
HEEE Leased assets - 140
120,245 133,131
EHEME WMEFTER) Directors” emoluments (notes a to c)
EA Fees 390 458
o I 5 Management remuneration
EXFE FEHEMN Basic salaries, housing
REWA & ORI HE allowances and benefits in
0 B B 2 A 47 kind but excluding benefit
from exercise of share options 12,073 14,233
W16 1 AL Discretionary bonus 8,500 6,588
20,963 21,279
iR SVE NN A Loss on disposal of property, plant
Z 51 and equipment 2,191 640
HAET 28 (E0ME Operating lease charges on
rented premises 6,046 13,363
KeghA and after crediting:
1B 5 47 Exchange gain
A E B AR SRR S On disposal of discontinued
operations 32,042 -
HAb Others 19,360 1,474
51,402 1474
AR A Interest income 90,280 28,143
Fl g A R Net rental income 2,984 2,817
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NOTES TO THE FINANCIAL STATEMENTS

HEZEZZHFEF - A=1—HILFE
For the year ended 31st December, 2000

W EERA () 4. PROFIT FROM OPERATIONS (Continued)
ik Notes:
() HEEMEZHHWTF - (a)  Directors” emoluments are within the following ranges:
#HHAY
2 fli Range No. of directors
o B HK$ HK$ 2000 1999
& - 1,000,000 Nil - 1,000,000 3 4
1,000,001 - 1,500,000 1,000,001 - 1,500,000 - -
1,500,001 - 2,000,000 1,500,001 - 2,000,000 1 -
2,000,001 - 2,500,000 2,000,001 - 2,500,000 - -
2,500,001 - 3,000,000 2,500,001 - 3,000,000 - -
3,000,001 - 3,500,000 3,000,001 - 3,500,000 1 2
3,500,001 - 4,000,000 3,500,001 — 4,000,000 3 4
4,000,001 - 4,500,000 4,000,001 - 4,500,000 1 -
9 10
(2) AN THRIFATEEZHNEH (b)  The total amount of fees paid to independent non-executive
B W ¥ 140,00000 (— LILILAE - directors was HK$140,000 (1999: HK$157,500). No other
HH157,50070) © A4 R ST AT emolument was paid to or is payable to the independent non-
B AT KA & T B e AT executive directors of the Company (1999: Nil).
R CARE W
(W) ENERsSHFMEEEZE AL (¢)  The five highest paid employees are all (1999: all) executive
FoRMBEALAES . directors of the Company.
I~ BEORA 5. FINANCE COSTS
2000 1999
T i o
HKS$'000 HK$000
FA Interest on:
R AR B SR 2 SR 1T Bank loans and overdrafts wholly
BB X repayable within five years 41,375 27,352
Bl AR A R I Obligations under finance leases - 112
WAEE AR Total borrowing costs 41,375 27 AtA
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