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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These accounts have been prepared in accordance with

all applicable Statements of Standard Accounting Practice

and Interpretations issued by the Hong Kong Society of

Accountants, accounting principles generally accepted in

Hong Kong and the disclosure requirements of the Hong

Kong Companies Ordinance. These accounts also comply

with the applicable disclosure provisions of the Rules

Governing the Listing of Securities of The Stock Exchange

of Hong Kong Limited. A summary of the significant

accounting policies adopted by the Group is set out below.

(b) Basis of preparation of the accounts

The measurement basis used in the preparation of the

accounts is historical cost modified by the revaluation of

investment properties and the marking to market of certain

investments in securities as explained in the accounting

policies set out below.

(c) Basis of consolidation

(i) The consolidated accounts include the accounts of

the Company and all its subsidiaries made up to

31 December each year. The results of subsidiaries

acquired or  disposed of during the year are

included in the consolidated profit and loss account

from or to the date of their acquisition or disposal,

as  appropriate. A ll  mater ia l  in tercompany

transactions and balances are el iminated on

consolidation.

(ii) Capital reserve or goodwill arising on consolidation

representing the excess or deficit respectively of

the Group’s share of the fair value of the separable

net assets of subsidiaries and associates at the

respective acquisit ion dates over the cost of

investments in these companies, is taken to capital

reserve in the year in which it arises. On disposal

of a subsidiary or an associate during the year, the

attributable amount of capital reserve or goodwill

is included in the calculation of the profit or loss

on disposal.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Investments in subsidiaries

A subsidiary is a company in which the Group, directly or

indirectly, holds more than half of the issued share capital,

or controls more than half of the voting power, or controls

the composition of the board of directors.

Investments in subsidiaries in the Company’s balance sheet

are stated at cost less any provisions for diminution in

value which is other than temporary as determined by the

directors for each subsidiary individually. Any such

provisions are recognised as an expense in the profit and

loss account.

(e) Associates

An associate is an entity in which the Group or Company

has significant influence, but not control or joint control,

over its management, including participation in the

financial and operating policy decisions.

Unless the interest in the associate is acquired and held

exclusively with a view to subsequent disposal in the near

future, an investment in an associate is accounted for in

the consolidated accounts under the equity method and

is initially recorded at cost and adjusted thereafter for the

post acquisition change in the Group’s share of the

associate’s net assets. The consolidated profit and loss

account reflects the Group’s share of the post-acquisition

results of the associates for the year.

Unrealised profits and losses resulting from transactions

between the Group and its associates are eliminated to

the extent of the Group’s interest in the associate, except

where unrealised losses provide evidence of an impairment

of the asset transferred, in which case they are recognised

immediately in the profit and loss account.
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Associates (continued)

The results of the associates are included in the Company’s

profit and loss account to the extent of dividends received

and receivable, providing the dividend is in respect of a

period ending on or before that of the Company and the

Company’s right to receive the dividend is established

before the accounts of the Company are approved by the

directors. In the Company’s balance sheet, its investments

in associates are stated at cost less any provisions for

diminution in value which is other than temporary as

determined by the directors for each associate individually.

Any such provisions are recognised as an expense in the

profit and loss account.

(f) Other investments in securities

The Group’s and the Company’s policies for investments

in securities other than investments in subsidiaries and

associates are as follows:

Securities held for trading are stated in the balance sheet

at fair value. Changes in fair value are recognised in the

profit and loss account as they arise. Securities are

presented as trading securities when they were acquired

principally for the purpose of generating a profit from

short term fluctuations in price or dealer’s margin.

(g) Fixed assets

(i) Fixed assets are carried in the balance sheets on

the following bases:

– Investment properties with an unexpired

lease term of more than 20 years are stated

in the balance sheet at their open market

value which is assessed annually by external

qualified valuers.

– Other fixed assets are stated in the balance

sheet at cost less accumulated depreciation.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets (continued)

(ii) Changes arising on the revaluation of investment

properties are generally dealt with in reserves. The

only exceptions are as follows:

– when a deficit arises on revaluation, it will

be charged to the profit and loss account,

if and to the extent that it exceeds the

amount held in the reserve in respect of

the portfolio of investment properties,

immediately prior to the revaluation; and

– when a surplus arises on revaluation, it will

be credited to the profit and loss account,

if and to the extent that a deficit  on

revaluation in respect of the portfolio of

investment properties, had previously been

charged to the profit and loss account.

(iii) The carrying amount of fixed assets (other than

investment properties with an unexpired lease term

of more than 20 years) is reviewed periodically in

order to assess whether the recoverable amount

has declined below the carrying amount. When

such a decline has occurred, the carrying amount

is reduced to the recoverable amount. The amount

of the reduction is recognised as an expense in

the profit and loss account. In determining the

recoverable amount, expected future cash flows

generated by the fixed assets are not discounted

to their present values.

When the circumstances and events that led to

write -down or write -off  cease to exist,  any

subsequent increase in the recoverable amount of

an asset is written back to the profit and loss

account. The amount written back is reduced by

the amount that would have been recognised as

depreciation had the write-down or write-off not

occurred.
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets (continued)

(iv) Subsequent expenditure relating to a fixed asset

that has already been recognised is added to the

carrying amount of the asset when it is probable

that future economic benefits, in excess of the

originally assessed standard of performance of the

existing asset, will flow to the enterprise. All other

subsequent expenditure is recognised as an

expense in the period in which it is incurred.

(v) Gains or losses arising from the retirement or

disposal of a fixed asset are determined as the

difference between the estimated net disposal

proceeds and the carrying amount of the asset and

are recognised in the profit and loss account on

the date of retirement or disposal. On disposal of

an investment property, the related portion of

surpluses or deficits previously taken to the

investment properties revaluation reserve is also

transferred to the profit and loss account for the

year.

(h) Amortisation and depreciation

(i) No depreciation is provided on investment

properties with an unexpired lease term of over

20 years.

(ii) Depreciation is calculated to write off the cost of

other fixed assets over their estimated useful lives

as follows:

– All land held on long leases is depreciated,

to write off the cost less estimated residual

value, over its remaining useful life to the

extent that depreciation would be material.

Land held on medium and short leases is

depreciated on a straight-line basis over the

remaining term of the relevant lease.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) Amortisation and depreciation (continued)

– Buildings are depreciated on a straight line

basis over the shorter of their estimated

useful lives, being 50 years from the date

of completion, and the unexpired terms of

the leases; and

– Other fixed assets are depreciated on a

straight-line basis over their estimated useful

lives as follows:

Leasehold improvements 10 years or over the remaining

lease term (if shorter)

Plant and machinery 20% – 25%

Moulds 20% – 25%

Furniture, fixtures

and office equipment 20% – 25%

Motor vehicles 20% – 25%

(i) Revenue recognition

Provided it is probable that the economic benefits will

flow to the Group and the revenue and costs, if applicable,

can be measured reliably, revenue is recognised in the

profit and loss account as follows:

(i) Sale of goods

Revenue is recognised when goods are delivered

at the customers’ premises which is taken to be

the point in time when the customer has accepted

the goods and the related risks and rewards of

ownership. Revenue excludes value added or other

sales taxes and is after deduction of any trade

discounts.
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Revenue recognition (continued)

(ii) Rental income from operating leases

Rental income receivable under operating leases is

recognised on a straight-line basis over the term of

the lease.

(iii) Dividends

– dividend income from unlisted investments

other than associates is recognised when

the shareholder’s right to receive payment

is established.

– dividend income from listed investments is

recognised when the share price of the

investment goes ex-dividend.

(iv) Interest income from bank deposits is accrued on

a time-apportioned basis  on the pr incipa l

outstanding and at the rate applicable.

(v) Commission income is recognised on an accrual

basis.

(j) Inventories

Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the weighted average cost formula

and comprises all costs of purchase, costs of conversion

and other costs incurred in bringing the inventories to

their present location and condition.

Net realisable value is 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.



42

(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(j) Inventories (continued)

When inventories are sold, the carrying amount of those

inventories is recognised as an expense in the period in

which the related revenue is recognised. The amount of

any write-down of inventories to net realisable value and

all losses of inventories are recognised as an expense in

the period the write-down or loss occurs. The amount of

any reversal of any write-down of inventories, arising from

an increase in net realisable value, is recognised as a

reduction in the amount of inventories recognised as an

expense in the period in which the reversal occurs.

(k) Deferred taxation

Deferred taxation is provided using the liability method

in respect of the taxation effect arising, from all material

timing differences between the accounting and tax

treatment of income and expenditure, which are expected

with reasonable probability to crystallise in the forseeable

future.

Future deferred tax benefits are not recognised unless

their realisation is assured beyond reasonable doubt.

(l) Translation of foreign currencies

Foreign currency transactions during the year are

translated into Hong Kong dollars at the exchange rates

ruling at the transaction dates. Monetary assets and

liabilities denominated in foreign currencies and the

accounts of those subsidiaries and associates whose books

and records are maintained in currencies other than Hong

Kong dollars are translated into Hong Kong dollars at the

exchange rates ruling at the balance sheet date. Exchange

gains and losses are dealt with in the profit and loss

account, except for those arising from the translation at

closing rates of net investments in subsidiaries and

associates, which are taken directly to reserve.



43

N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Retirement costs

The Group operates a defined contribution scheme for all

local eligible employees and participates in the retirement

schemes operated by local authorities for the employees

of the subsidiaries in the PRC and the cost of these

schemes is charged to the profit and loss account.

(n) Borrowing costs

Borrowing costs are expensed in the profit and loss

account in the period in which they are incurred.

(o) Related parties

For the purposes of these accounts, parties are considered

to be related to the Group if the Group 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 Group

and the party are subject to common control or common

significant influence. Related parties may be individuals

or other entities.

(p) Cash equivalents

Cash equivalents are short-term, highly liquid investments

which are readily convertible into known amounts of cash

without notice and which were within three months of

maturity when acquired. For the purposes of the cash

flow statement, cash equivalents would also include

advances from banks repayable within three months from

the date of the advance.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

2. TURNOVER

The principal activity of the Company is investment holding. The

principal activities of the subsidiaries are set out in note 28 on

the accounts.

Turnover represents the sales value of goods supplied to

customers and rental income. The amount of each significant

category of revenue recognised in turnover during the year is as

follows:

2000 1999

Continuing operations:

Sales of watches and timepieces 57,100,900 64,595,456

Property investments 4,659,774 8,364,426

61,760,674 72,959,882
---------------- ----------------

Discontinued operations:

Sales of goods

– computer keyboards (note (i)) 155,578,577 311,166,806

– communication equipment

(note (ii)) 26,771,977 260,150,555

– data storage media (note (iii)) – 44,048,875

182,350,554 615,366,236

Commission income (note (iv)) – 2,413,950

182,350,554 617,780,186
---------------- ----------------

244,111,228 690,740,068
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

2. TURNOVER (continued)

Notes:

(i) Sale of computer keyboards manufacturing business

In July 2000, the Group sold its 100% equity interest in Goodnice

International Limited (“Goodnice”) at a total consideration of

approximately $195,000,000. The consideration will be settled

by equal quarterly instalments and paid in full by the end of

2002. Goodnice is engaged in the manufacturing and sale of

computer keyboards.

The revenue and operating loss from Goodnice up to the date of

disposal and the amounts reported in last year were as follows:

Period from

1 January 2000 Year ended

to date of disposal 31 December 1999

Turnover 155,578,577 311,166,806

Operating (loss)/profit (6,674,142) 15,255,490

The gain on disposal amounted to $12,658,357, representing the

surplus of consideration over net assets disposed of.

(ii) Sale of communication equipment business

On 15 January 2000, the Group entered into a sale and purchase

agreement with an independent party. The total consideration

paid by the vendor of RMB30 million ($28 million equivalent)

was satisfied by the issue of 168,104 shares at market value of

US$21.6 ($167.8 equivalent) for the 65% of interest in China

Everbright Telecom-Land Network Limited (“Telecom-Land

Network”). Upon the completion of this transaction, the Group’s

interest in the communication equipment business was reduced

from 75% to 35%. The attributable amount of such consideration

to the Group is approximately $17 million.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

2. TURNOVER (continued)

Notes:  (continued)

(ii) Sale of communication equipment business  (continued)

The revenue and operating loss from the communication

equipment distribution business prior to it becoming an associate

for the year, and the amounts reported in last year were as follows:

Period from

1 January 2000 Year ended

to date of disposal 31 December 1999

Turnover 26,771,977 260,150,555

Operating loss (4,054,166) (74,719,070)

The gain on disposal amounted to $32,118,191, representing the

surplus of consideration over net liabilities disposed of.

(iii) Sale of data media business

On 21 July 1999, the Group sold its entire interest in Transan

Limited and two PRC subsidiaries (“the Transan Group”) in return

for a 38% interest in a property development company established

in the PRC. The Transan Group operated solely in the PRC and

engaged in the manufacturing and sale of data storage media.

(iv) Sale of Yeona Limited (“Yeona”)

On 11 November 1999, the Group sold its 100% equity interest

in Yeona for a consideration of $1. Yeona was engaged in the

provision of marketing services.
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

3. SEGMENTAL INFORMATION

The analysis of the principal activities and geographical

locations of the operations of the Company and its subsidiaries

during the financial year are as follows:

Profit/(loss) from

ordinary activities

before taxation

Group turnover

2000 1999 2000 1999

Principal activities

Continuing operations:

Sale of watches and timepieces 57,100,900 64,595,456 12,622,327 6,177,838

Property investments 4,659,774 8,364,426 (3,297,867) 1,731,282

Other group expenses – – (17,921,535) (19,383,393)

Provision for diminution in value

of investment in an associate – – – (84,881,960)

61,760,674 72,959,882 (8,597,075) (96,356,233)

Share of profit less losses

of associates – – 1,861,092 3,582,085

61,760,674 72,959,882 (6,735,983) (92,774,148)
--------------------------- --------------------------- --------------------------- ---------------------------

Discontinued operati¢ûs:

Sale of goods

– computer keyboards 155,578,577 311,166,806 (6,674,142) 14,832,498

– communication equipment 26,771,977 260,150,555 (4,515,161) (79,222,213)

– data storage media – 44,048,875 – 8,393,560

182,350,554 615,366,236 (11,189,303) (55,996,155)

Commission income – 2,413,950 – (680,755)

182,350,554 617,780,186 (11,189,303) (56,676,910)

Gains on disposal of subsidiaries – – 44,776,548 –

Provision for long term receivable – – (11,000,000) –

182,350,554 617,780,186 22,587,245 (56,676,910)
--------------------------- --------------------------- --------------------------- ---------------------------

244,111,228 690,740,068 15,851,262 (149,451,058)
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

3. SEGMENTAL INFORMATION (continued)

Group turnover

2000 1999

Geographical locations

of operations

Continuing operations:

People’s Republic of China

(“PRC”)

– Hong Kong 6,106,231 10,138,915

– Other parts of the PRC 55,654,443 62,820,967

61,760,674 72,959,882
--------------------------- ---------------------------

Discontinued operations:

– Hong Kong – 2,413,950

– Other parts of the PRC 182,350,554 615,366,236

182,350,554 617,780,186
--------------------------- ---------------------------

244,111,228 690,740,068
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

4. OTHER REVENUE AND OTHER NET LOSS

2000 1999

Other revenue

Interest income 21,031,463 2,704,467

PRC valued added tax exempted 4,886,115 3,708,647

Income from minimum income

undertakings (Note) – 9,828,401

Miscellaneous income 1,655,529 6,126,105

27,573,107 22,367,620

Other net loss

Net realised and unrealised losses

on trading and other securities

carried at fair value 15,584,603 –

Net loss on disposal of fixed assets 18,571 6,576,240

Provision for impairment of other

fixed assets – 7,700,000

15,603,174 14,276,240

Note: The amount represented the minimum income undertakings in

respect of the data storage media business guaranteed by the

previous shareholder for the period from 1 January 1999 up to

the date of disposal.

5. WRITE OFF OF INTERBRANCH RECEIVABLES

The 1999 amount represented unreconciled differences of

interbranch current accounts of the communication equipment

distribution business. The directors are of the opinion that the

recoverable amount of these receivables is nil. Accordingly, full

provision has been made in the accounts.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

6. PROFIT/(LOSS) FROM ORDINARY ACTIVITIES BEFORE

TAXATION

Profit/(loss) from ordinary activities before taxation is arrived at

after charging/(crediting):

2000 1999

(a) Finance costs:

Interest on bank loans

and overdrafts 3,698,225 4,837,513

Interest on other loans – 88,900

Other borrowing costs 490,461 245,281

4,188,686 5,171,694

(b) Other items:

Cost of inventories* 206,593,848 578,567,470

Staff costs (including retirement

costs of $1,100,000

(1999: $2,100,000)) 15,348,239 35,995,126

Auditors’ remuneration 1,050,000 1,050,000

Depreciation 14,723,891 31,361,070

Operating lease charges for land

and buildings 673,284 15,769,777

Rental income from investment

properties less outgoings

– from China Everbright Holdings

Company Limited (2,180,000) (3,024,726)

– from others (2,479,774) (5,163,156)

* Cost of inventories included $16,068,396 (1999:

$41,818,413) relating to staff costs, depreciation

expenses and operating lease charges, which amount is

also included in respective total amounts disclosed

seperately above for each of these types of expenses.

*
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

7. GAINS ON DISPOSAL OF SUBSIDIARIES

2000 1999

Disposal of Goodnice (Note 2(i))

12,658,357 –

Disposal of Telecom-Land Network

(Note 2(ii)) 32,118,191 –

44,776,548 –

8. TAXATION

(a) Taxation in the consolidated profit and loss account

represents:

2000 1999

Provision for Hong Kong profits tax

for the year 122,768 –

Provision for income tax outside

Hong Kong in the PRC for the year 699,630 886,141

Underprovision in respect of prior years 482,382 –

1,304,780 886,141

Share of associates’ taxation 839,135 353,385

2,143,915 1,239,526

The provision for Hong Kong profits tax is calculated at

16% (1999: 16%) of the estimated assessable profits for

the year ended 31 December 2000. Taxation for PRC

subsidiaries is similarly charged at the appropriate current

rates of taxation ruling in the PRC.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

8. TAXATION (continued)

(b) Taxation in the consolidated balance sheet

represents:

2000 1999

Provision for Hong Kong profits tax

for the year 122,768 –

Balance of provision for Hong Kong

profits tax relating to prior years – 224,000

122,768 224,000
---------------- ----------------

Provision for PRC income tax 699,630 886,141

Balance of provision for PRC

income tax related to prior years 1,106,359 766,716

1,805,989 1,652,857
---------------- ----------------

1,928,757 1,876,857

None of the taxation payable in the consolidated balance

sheet is expected to be settled after more than 1 year.

(c) At the balance sheet date, the Group had an unrecognised

deferred tax asset of $1,177,000 (1999: $20,976,000)

which represents the tax effect of timing differences

arising as a result of tax losses available to set off against

future assessable profits. These deferred tax assets have

not been recognised in the accounts as it is not certain

that the benefit will be realised in the foreseeable future.
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

8. TAXATION (continued)

(c) (continued)

In the opinion of the directors, the deficit arising on

revaluation of investment properties situated in Hong Kong

does not constitute a timing difference for tax purposes.

In addition, the directors are of the opinion that the Group

has no intention to dispose of its investment properties

situated in the PRC in the foreseeable future. Accordingly,

no deferred taxation has been provided on the revaluation

deficit of these property interests.

The Group had no significant unprovided deferred taxation

for the year or at the balance sheet date.

9. DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section 161 of the

Hong Kong Companies Ordinance is as follows:

2000 1999

Fees 100,000 100,000

Salaries and other emoluments 5,254,244 4,157,810

Retirement scheme contributions 3,727 50,000

5,357,971 4,307,810

Included in the directors’ remuneration were fees of $100,000

(1999: $100,000) paid to the independent non-executive directors

during the year.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

9. DIRECTORS’ REMUNERATION (continued)

The remuneration of the directors is within the following bands:

Number of directors

2000 1999

$Nil - $1,000,000 9 8

$1,000,001 – $1,500,000 1 1

$1,500,001 – $2,000,000 1 1

10. INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, four (1999:

three) are directors whose emoluments are disclosed in note 9.

The aggregate of the emolument in respect of the other one

(1999: two) individual is as follows:

2000 1999

Salaries and other emoluments 644,800 1,559,568

Retirement scheme contributions – 72,000

644,800 1,631,568

The emolument of the individual (1999: two) with the highest

emolument is within the following band:

Number of individuals

2000 1999

$Nil - $1,000,000 1 2
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N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

11. PROFIT/(LOSS) FOR THE YEAR

The profit/(loss) for the year includes a profit of $120,515,617

(1999: a loss of $143,872,343) which has been dealt with in the

accounts of the Company.

12. EARNINGS/(LOSS) PER SHARE

(a) Basic earnings/(loss) per share

The calculation of basic earnings per share is based on

the profit for the year of $13,696,074 (1999: a loss of

$149,720,573) and the weighted average of $1,552,313,820

ordinary shares (1999: 1,486,220,669 ordinary shares) in

issue during the year.

(b) Diluted earnings per share

Diluted earnings per share is not shown as the potential

ordinary shares are anti-dilutive.
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(Expressed in Hong Kong dollars)

N O T E S  O N  T H E  A C C O U N T S

13. FIXED ASSETS

(a) The Group

Furniture,
fixtures and

office
equipment

Land and Leasehold Plant and Motor Investment
buildings improvements machinery Moulds vehicles Sub-total properties Total

Cost or valuation:

At 1 January 2000
98,036,673 18,347,532 18,702,546 64,846,097 23,669,576 4,422,824 228,025,248 79,000,000  307,025,248

Exchange adjustments 21,910 – 12,943 – 29,051 6,262 70,166 – 70,166
Additions 558,820 73,630 – – 1,658,426 842,393 3,133,269 – 3,133,269
Disposals

– on disposal of
subsidiaries (15,837,287 ) (17,675,572 ) (14,362,377 ) (64,846,097 ) (11,383,806 ) (1,762,537 ) (125,867,676 ) – (125,867,676 )

– others – – – – (3,680 ) (30,861 ) (34,541 ) – (34,541 )
Deficit on revaluation – – – – – – – (5,000,000 ) (5,000,000 )

At 31 December 2000
82,780,116 745,590 4,353,112 – 13,969,567 3,478,081 105,326,466 74,000,000 179,326,466------------- ------------- ------------- ------------- ------------- ------------- ------------- ------------ ------------

Representing:

At cost 82,780,116 745,590 4,353,112 – 13,969,567 3,478,081 105,326,466 – 105,326,466
At valuation - 2000 – – – – – – – 74,000,000 74,000,000

82,780,116 745,590 4,353,112 – 13,969,567 3,478,081 105,326,466 74,000,000 179,326,466------------- ------------- ------------- ------------- ------------- ------------- ------------- ------------- -------------

Aggregate depreciation:

At 1 January 2000
45,881,002 2,999,558 12,442,655 44,130,469 9,610,219 1,957,782 117,021,685 – 117,021,685

Exchange adjustments 5,842 – 2,100 – 11,984 4,678 24,604 – 24,604
Charge for the year 1,923,996 482,841 1,103,263 7,748,835 3,004,695 460,261 14,723,891 – 14,723,891
Written back on disposals

– on disposal of
subsidiaries (625,603 ) (2,996,831 ) (12,441,536 ) (51,879,304 ) (5,094,571 ) (443,192 ) (73,481,037 ) – (73,481,037 )

– others – – – – (2,269 ) (3,600 ) (5,869 ) – (5,869 )

At 31 December 2000
47,185,237 485,568 1,106,482 – 7,530,058 1,975,929 58,283,274 – 58,283,274------------- ------------- ------------- ------------- ------------- ------------- ------------- ------------- -------------

Net book value:

At 31 December 2000
35,594,879 260,022 3,246,630 – 6,439,509 1,502,152 47,043,192 74,000,000 121,043,192

At 31 December 1999
52,155,671 15,347,974 6,259,891 20,715,628 14,059,357 2,465,042 111,003,563 79,000,000 190,003,563
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13. FIXED ASSETS (continued)

(b) The Company

Furniture,

fixtures and

office Leasehold

equipment improve-

ments Motor

vehicles Total

Cost:

At 1 January 2000 2,277,470 486,940 560,478 3,324,888

Additions 87,736 73,630 275,893 437,259

Disposals (3,680) – (30,861) (34,541)

At 31 December 2000

2,361,526 560,570 805,510 3,727,606
---- ---- --- ---- - ---- ---- --- ---- - ---- ---- --- ---- - ---- ---- --- ---- -

Aggregate depreciation:

At 1 January 2000 941,666 193,398 – 1,135,064

Charge for the year 451,238 112,114 161,469 724,821

Disposals (2,269) – (3,600) (5,869)

At 31 December 2000

1,390,635 305,512 157,869 1,854,016
---- ---- --- ---- - ---- ---- --- ---- - ---- ---- --- ---- - ---- ---- --- ---- -

Net book value:

At 31 December 2000

970,891 255,058 647,641 1,873,590

At 31 December 1999

1,335,804 293,542 560,478 2,189,824
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N O T E S  O N  T H E  A C C O U N T S

13. FIXED ASSETS (continued)

(c) The analysis of net book value of properties is as

follows:

The Group

2000 1999

PRC Hong Kong

– long term leases 85,005,908 89,502,954

Other parts in the PRC

– long term lease – 15,264,474

– medium term lease 24,588,971 26,388,243

109,594,879 131,155,671

(d) Investment properties of the Group were revalued at 31

December 2000 by AA Property Services Limited, which

has among its staff, associates of the Hong Kong Institute

of Surveyors, on an open market value basis calculated on

net rental income allowing for reversionary potential. The

deficit of $5,000,000 (1999: $230,000) arising on

revaluation has been charged to the profit and loss

account.

An option has been granted under the lease agreement

which will allow Hensal Electronic Limited, a company

controlled by Mr Yiu Kin Wai (a former director of the

company who resigned on 31 December 1999) to acquire

the Group’s interest in certain properties in the PRC, with

a net book value of $19,000,000 at 31 December 2000

(1999: $21,000,000), at any time prior to the expiry of

the current five-year lease on 5 July 1996 subject to certain

conditions, for a cash consideration of $29,000,000. The

option will expire on 4 July 2001.

(d)
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14. INTEREST IN SUBSIDIARIES

The Company

2000 1999

Unlisted shares, at cost 21,373,686 163,630,653

Amounts due from subsidiaries 483,526,586 567,048,672

Amounts due to subsidiaries (12,117,323) –

492,782,949 730,679,325

Less: Provision (276,800,000) (515,000,000)

215,982,949 215,679,325

Details of the Company’s principal subsidiaries as at 31 December

2000 are set out in note 28.

15. INTEREST IN SUBSIDIARY NOT CONSOLIDATED

The Group

2000 1999

Unlisted investment, at cost 55,856,560 55,856,560

Amount due from the subsidiary 4,689,579 4,689,579

60,546,139 60,546,139

Less: Provision (60,546,139) (60,546,139)

– –
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15. INTEREST IN SUBSIDIARY NOT CONSOLIDATED (continued)

The Group holds a 51% equity interest in Shunde Everbright Sunto

Computer Co. Ltd., a company which is established in the PRC

through which the Group had intended to participate in the

manufacturing and the sale of computer casing products with

third parties. Due to the non-disclosure of certain material

transactions by the subsidiary’s management and its minority

shareholder, the Group has reasonable doubt as to the reliability

of the financial information provided by the subsidiary. The

directors of the Company are of the opinion that the subsidiary

is practically in a management dead-lock, and the value of the

Group’s investment in this subsidiary, and the collectibility of

the amount due from it, are doubtful. Accordingly, the Group’s

interest in this unconsolidated subsidiary has been fully provided

as from the year ended 31 December 1998. The Group will not

make any further investment in this subsidiary.



61

N O T E S  O N  T H E  A C C O U N T S

(Expressed in Hong Kong dollars)

16. INTEREST IN ASSOCIATES

The Group The Company

2000 1999 2000 1999

Unlisted shares, at cost – – 93,124,094 53,822,591

Share of net assets 40,422,256 42,819,611 – –

Amount due from

associate – – 814,743 785,114

Amount due to associate (3,649,085) – (3,649,085) –

Less: provision – – (49,850,000) –

36,773,171 42,819,611 40,439,752 54,607,705

(a) The fol lowing l ist contains only the particulars of

associates which principally affected the results or assets

of the Group:

Particulars of Percentage of equity

issued and

paid up capital held by the attributable

Company to the Group Principal

Name of associate activity

Cokin Limited 1,658,680 shares 49.4% 49.4% Investment

of US$0.01 each holding

Telecom-Land Network US$100 35.0% 35.0% Investment

holding

Everbright Telecom-Land US$7,700,000 – 35.0% Sale of

Communications Network (Shanghai) communication

Co. Limited equipment
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16. INTEREST IN ASSOCIATES (continued)

Particulars of Percentage of equity

issued and

paid up capital held by the attributable

Company to the Group Principal

Name of associate activity

Shanghai Everbright RMB30,000,000 – 35.0% Sale of

Hite Communication communication

Chain Co. Limited equipment

Cokin Limited, a company incorporated in the British

Virgin Islands, holds approximately 20% interest in

Chevalier iTech Holdings Limited, a company listed on

The Stock Exchange of Hong Kong Limited which is

engaged in the supply, installation and servicing of

computer equipment, telecommunication systems and

office automation system.

(b) Associate - not equity accounted for

In July 1999, the Group acquired a 38% equity interest in

Wuxi Taide I.T.-Land Development Company Limited

(“Wuxi Taide”). The principal activity of Wuxi Taide is

property development in Wuxi, Jiangsu Province of the

PRC.

The equity method of accounting for the results of the

associate, Wuxi Taide, is not adopted as no audited

accounts of Wuxi Taide are available and the Group is

unable to exercise significant influence on it . The

operations of Wuxi Taide have ceased as the company

faced severe financial difficulties and litigations were made

by a number of creditors against the company for

repayment of debts.
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16. INTEREST IN ASSOCIATES (continued)

(b) Associate - not equity accounted for (continued)

The directors consider that it is more appropriate to fully

write off  the Group’s  interest in Wuxi Ta ide of

approximately $85 million in the accounts for the year

ended 31 December 1999 in view of the uncertainties on

the recoverable amount of the investment. The Group

does not have further commitments in this associate other

than the investment cost already made.

17. LONG TERM RECEIVABLE

The Group and the Company

2000 1999

Amount receivable in respect of

the sale of Goodnice 139,718,449 –

Less: Amount receivable within

one year and include in other

receivables (note 20) (75,692,539) –

Amount receivable after one year 64,025,910 –

Less: Provision (11,000,000) –

53,025,910 –

The amount is expected to be settled by the end of 2002.
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18. INVESTMENTS

The Group The Company

2000 1999 2000 1999

At market value

Debt securities listed outside

  Hong Kong 92,563,829 – – –

Equity securities listed outside

  Hong Kong 828,608 – 828,608 –

93,392,437 – 828,608 –

19. INVENTORIES

The Group

2000 1999

Raw materials 4,749,500 26,300,750

Work in progress 3,200,488 3,212,582

Finished goods 28,006,500 57,695,964

35,956,488 87,209,296

Included in raw materials and finished goods are inventories

of $4,749,500 and $28,006,500 (1999: $26,300,750 and

$57,695,964), stated net of a general provision, made in order to

state those inventories at the lower of their cost and estimated

net realisable value.
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20. TRADE AND OTHER RECEIVABLES

(a)

The Group The Company

2000 1999 2000 1999

Trade debtors 5,537,628 163,016,920 – –

Amount receivable in

respect of the sale of

Goodnice (Note 17) 75,692,539 – 75,692,539 –

Prepayments and deposits

paid 11,355,823 11,586,610 5,556,663 154,020

Other receivables 2,598,728 22,271,532 945,517 1,412,251

95,184,718 196,875,062 82,194,719 1,566,271

All of the trade and other receivables are expected to be

recovered within one year.

(b) Ageing analysis of trade debtors are as follows:

The Group The Company

2000 1999 2000 1999

Current 4,457,615 160,035,115 – –

1 to 6 months overdue 137,968 177,045 – –

More than 6 months

overdue but less than

12 months overdue 942,045 2,804,760 – –

5,537,628 163,016,920 – –

Debts are due after 1 month from the date of billings.

Debtors with balances that are more than 3 months

overdue are requested to settle all outstanding balances

before any further credit is granted.
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21. CASH AND CASH EQUIVALENTS

The Group The Company

2000 1999 2000 1999

Deposits with banks and other

financial institutions 193,105,749 31,665,329 121,229,254 –

Cash at bank and in hand 19,109,873 27,426,060 11,244,419 13,858,426

212,215,622 59,091,389 132,473,673 13,858,426

22. BANK LOANS

The Group

2000 1999

Bank loans repayable within one year

– Secured – 1,408,350

– Unsecured 103,587,000 59,149,700

103,587,000 60,558,050

23. TRADE AND OTHER PAYABLES

The Group The Company

2000 1999 2000 1999

Trade creditors 6,194,491 157,166,772 – –

Accured expenses 2,812,250 4,650,469 1,025,618 2,154,047

Deposits received 5,918,520 15,789,723 – –

Other payables 10,845,438 33,673,500 10,845,438 –

25,770,699 211,280,464 11,871,056 2,154,047

All trade creditors are due within 6 months.
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24. SHARE CAPITAL

2000 1999

No.of No. of

shares Amount shares Amount

Authorised:

Ordinary shares of $0.10 each

2,000,000,000 200,000,000 2,000,000,000 200,000,000

Issued and fully paid:

At 1 January 1,486,220,669 148,622,067 1,486,220,669 148,622,067

New shares issued 74,000,000 7,400,000 – –

At 31 December

1,560,220,669 156,022,067 1,486,220,669 148,622,067

Pursuant to a subscription agreement dated 9 February 2000,

74,000,000 new shares of the Company were subscribed by Kenco

Investments Limited, an indirectly wholly owned subsidiary of

China Everbright Holdings Company Limited, at a price of

$1.51 per share. The new shares rank pari passu in all respects

with the then existing issued shares of the Company.

25. SHARE OPTION SCHEME

The Company has a share option scheme in which the board of

directors of the Company may grant options to employees of the

Company and its subsidiaries, including directors, to subscribe

for shares in the Company. The subscription price will be the

higher of 80% of the average of the closing prices of the shares

of the Company on The Stock Exchange of Hong Kong Limited

on the five trading days immediately preceding the date of grant

of the option and the nominal value of the shares. Each option

gives the holder the right to subscribe for one share.

During the year, no options were granted or exercised under the

share option scheme.
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25. SHARE OPTION SCHEME (continued)

At 31 December 2000, the outstanding options were:

Number of options

Outstanding Outstanding

as at as at

1 January 31 December

2000 Cancelled 2000

Period during which Exercise during the

Date option granted options exercisable price year

11 August 1997 11 February 1998 $2.796 59,000,000 (41,000,000) 18,000,000

to 30 June 2001
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26. RESERVES

Goodwill

arising on Statutory

Share consolidation reserves Exchange Accumulated

premium reserve losses Total

The Group

1999

At 1 January 1999

580,369,899 (141,352,709) 2,157,890 (547,742) (159,882,286) 280,745,052

Exchange differences on

translation of accounts of

PRC subsidiaries – – – 298,799 – 298,799

Share of exchange reserve of

an associate – – – (36,000) – (36,000)

Written back on disposal of

subsidiaries – 6,904,967 (1,381,867) (100,248) – 5,422,852

Transfer to statutory reserve

(note (i)) – – 310,852 – (310,852) –

Loss for the year – – – – (149,720,573) (149,720,573)

At 31 December 1999

580,369,899 (134,447,742) 1,086,875 (385,191) (309,913,711) 136,710,130

2000

At 1 January 2000

580,369,899 (134,447,742) 1,086,875 (385,191) (309,913,711) 136,710,130

Premium arising from issue of

new shares, net of expenses 101,273,308 – – – – 101,273,308

Exchange differences on

translation of accounts of

PRC subsidiaries – – – 125,522 – 125,522

Share of exchange reserve of

associates – – – (108,112) – (108,112)

Written back on disposal of

subsidiaries – 106,906,918 – 99,638 – 107,006,556

Transfer to statutory reserve

(note (i)) – – 698,123 – (698,123) –

Profit for the year – – – – 13,696,074 13,696,074

At 31 December 2000

681,643,207 (27,540,824) 1,784,998 (268,143) (296,915,760) 358,703,478
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26. RESERVES (continued)

Goodwill

arising on Statutory

Share consolidation reserves Exchange Accumulated

premium reserve losses Total

The Company

1999

At 1 January 1999

580,369,899 – – – (299,867,805) 280,502,094

Loss for the year – – – – (143,872,343) (143,872,343)

At 31 December 1999

580,369,899 – – – (443,740,148) 136,629,751

2000

At 1 January 2000

580,369,899 – – – (443,740,148) 136,629,751

Premium arising from issue of

new shares, net of expenses 101,273,308 – – – – 101,273,308

Profit for the year – – – – 120,515,617 120,515,617

At 31 December 2000

681,643,207 – – – (323,224,531) 358,418,676

(i) These are statutory reserves of PRC subsidiaries which

are non-distributable.
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26. RESERVES (continued)

(ii) Included in the figure for the accumulated losses is an

accumulated loss of $27,374,947 (1999: retained profits

of $7,593,400) attributable to associates.

(iii) The application of the share premium account is governed

by the Companies Law (1995 Revision) of Cayman Islands.

(iv) The goodwill arising on consolidation and exchange

reserves have been set up and will be dealt with in

accordance with the accounting policies adopted for

goodwill arising on subsidiaries and associates as well as

foreign currency translation.

27. COMMITMENTS

At 31 December 2000, the Group had commitments under

operating leases for land and buildings to make payments in the

next year as follows:

2000 1999

Leases expiring:

Within one year 204,145 2,540,147

After one year but within five years 204,630 10,199,412

After five years – 157,352

408,775 12,896,911
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28. PARTICULARS OF SUBSIDIARIES

The following list contains only the particulars of subsidiaries

which principally affected the results or assets of the Group. The

class of shares held is ordinary shares unless otherwise stated.

Nominal value of

issued and fully

Place of paid ordinary

incorporation/ capital

operation Attributable

Name of subsidiary Principal activities interest

Qingapen Limited Hong Kong/PRC $2 Property 100%

investment

Tinatics Limited Hong Kong $2 Property 100%

investment

Wisdom Power Property Hong Kong $2 Property 100%

Limited investment

EB Watch and Clock # PRC $30,000,000 Manufacture 100%

(Shenzhen) Co., # and sale of

Limited watches and

clocks

Shenzhen Everbright @ PRC RMB500,000 Sale of watches 60%

Southern Trading Co., @ and clocks

Limited

# Registered as a foreign investment enterprise

#

@ Registered as a limited liability company

@
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29. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(a) Reconciliation of operating loss to net cash inflow/

(outflow) from operating activities:

2000 1999

Operating loss (15,597,692) (62,979,489)

Loss on disposal of fixed assets 18,571 6,576,240

Loss on disposal of subsidiaries – 5,720,189

Depreciation 14,723,891 31,361,070

Interest income (21,031,463) (2,704,467)

Provision for impairment of fixed assets – 7,700,000

Deficit on revaluation of investment

properties 5,000,000 230,000

Net realised and unrealised gain on

investment in securities 15,584,603 –

Increase in inventories (3,296,950) (12,640,804)

Increase in trade and other

receivables (48,734,528) (93,766,269)

Increase/(decrease) in amounts due

to/(from) associates 3,649,085 1,465,500

Decrease in amounts due from related

companies – 4,867,561

(Increase)/decrease in amount due from

a shareholder (2,896,354) 4,205,691

Increase in amount due to a shareholder – 4,251,286

Increase in trade and other payables 70,088,725 62,034,239

Decrease in amounts due to related

companies – (273,990)

Foreign exchange (755,388) 2,369,976

Net cash inflow/(outflow) from

operating activities 16,752,500 (41,583,267)
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29. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(continued)

(b) Sale of subsidiaries

(i) Net assets disposed of:

Fixed assets 52,386,639

Inventories 54,549,758

Trade and other receivables 226,117,411

Cash at banks and in hand 18,710,148

Trade and other payables (255,598,490)

Bank and other loans (35,877,086)

Goodwill released on disposal 106,906,918

Exchange reserve released on disposal 99,638

167,294,936

Satisfied by:

Cash consideration 194,718,783

Equity securities in other investments 17,352,701

212,071,484

Gain on disposal (note 7) 44,776,548

The subsidiaries disposed of during the year

accounted for $39,096,191 net operating cash

outflow to the Group’s net operating cash flows

and paid $6,571,300 for financing activities.
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29. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(continued)

(b) Sale of subsidiaries

(ii) Analysis of the net inflow of cash and cash

equivalents in respect of the sale of subsidiaries:

Cash consideration 194,718,783

Cash at bank and in hand disposed of (18,710,148)

176,008,635

Less: Amount receivable within one

year (included in trade and

other receivables (note 20)) 75,692,539

Amount receivable after one

year (included in long term

receivable (note 17)) 64,025,910

Net inflow of cash and cash

equivalents for the year in

respect of the sale of subsidiaries 36,290,186
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29. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(continued)

(c) Analysis of changes in financing during the year

Bank loans,

overdrafts

Share capital and other loans

and premium

At 1 January 1999 728,991,966 39,348,801

– 26,209,249

New other loans – 12,487,370

Repayment of bank loans – (5,000,000)

At 31 December 1999

728,991,966 73,045,420

At 1 January 2000 728,991,966 73,045,420

New shares issued 108,673,308 –

New bank loans – 103,587,000

Disposal of subsidiaries (note (b)) – (35,877,086)

Repayment of bank loans – (37,168,334)

At 31 December 2000

837,665,274 103,587,000

(d) Analysis of the balances of cash and cash equivalents

The Group

2000 1999

Cash at bank and in hand 19,109,873 27,426,060

Deposits with banks and other financial

institutions maturing within three

months of the balance sheet date 193,105,749 31,665,329

212,215,622 59,091,389
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29. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
(continued)

(e) Major non-cash transaction

(i) The consideration in respect of the disposal of the

Group’s interest in Telecom-Land Network was

satisfied by the allotment of shares of Greg Manning

Auctions, Inc, a listed company on the NASDAQ in

USA.

(ii) At  31  D ecember  200 0,  th e  ou ts tand ing

consideration in respect of the disposal of

Goodnice amounted to $139,718,449.

30. MATERIAL RELATED PARTY TRANSACTIONS

(a) Transactions with and amounts paid to or received from a

controlling shareholder and its subsidiaries:

2000 1999

Rental paid for staff quarter 642,000 720,000

Rental income on properties (2,180,000) (3,024,726)

Loans from a controlling shareholder – (3,755,600)

(b) Transactions with and amounts paid to or received from

companies controlled by a minority shareholder of non-

wholly owned subsidiaries:

2000 1999

Purchases – 4,389,000

Sales – (2,700,000)

Guarantees given to banks in respect

of credit facilities granted to a

minority shareholder – (15,112,000)

Amounts received – 657,230

31. POST BALANCE SHEET EVENT

Subsequent to 31 December 2000, Cokin Limited, an associate of

the Group, has been voluntarily wound up. The sole asset of

Cokin Limited is an investment in Chevalier iTech Holdings

Limited. Such investment in Chevalier iTech Holdings Limited

attributable to the Group has been transferred to a wholly owned

subsidiary of the Group.


