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CORPORATE INFORMATION

During the year, the Group was involved in the
design, manufacture and sale of a wide range of
toys.

There were no significant changes in the nature of
the Company or the Group’s principal activities
during the year. The Group has scaled down its
operating during the year.

In the opinion of the directors, the ultimate holding
company is Baxter Resources S.A., a company
incorporated in the British Virgin Islands.

BASIS OF PRESENTATION

The Group’s financial statements for the year ended
31 March 2001 have been prepared on the
following bases:

(i) Going concern

At 31 March 2001, the Group had net
current liabilities of approximately
HK$182,832,000. The Group also incurred
a net loss from ordinary activities attributable
to shareholders of approximately
HK$279,335,000 and reported a significant
cash outflow from operating activities of
HK$80,086,000 for the year ended 31 March
2001.

Although the directors have been
undertaking a number of measures with a
view to improving the Group’s liquidity and
restore its operations to profitability, the
Group continues to experience financial
difficulties and currently has no unutilised
banking facilities available to support its
normal operational requirements. The Group
also has had difficulty in repaying short term
bank loans on time. As at the date of this
report, certain suppliers and bankers of the
Group have filed writs of summons to
demand for the repayment of the amounts
due by the Group and petition for the
winding—up of certain of the Group
companies (see note 28). Accordingly, the
amounts due to banks and other financial
institutions have been reclassified as current
liabilities.
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2o BASIS OF PRESENTATION (Continued)

(i)

Going concern (Continued)

Having regard to this background, in order

to strengthen the capital base of the Group

and to improve the Group’s financial

position, immediate liquidity, cash flows and

profitability and otherwise to sustain the

Group as a going concern, the directors have

adopted the following measures:

(a)

the directors are considering various
alternatives to strengthen the capital
base of the Company through various
fund-raising exercises, including, but
not limited to, loans from directors,
external borrowings and private
placements. In this regard, the
directors have been in active
negotiations with potential investors
for the purpose of seeking capital
injections into the Group. On 7
December 2000, Mr. Lo Ming Chi, a
then independent third party and
potential investor, was appointed as
a director and the new chairman of
the Group. Up to the date of this
report, Mr. Lo Ming Chi had advanced
approximately HK$4,000,000 to the
Group;

the directors are in active negotiations
with the Group’s bankers, the parties
which have provided the Group with
the loans, and other creditors with a
view to proposing a standstill
arrangement and to reschedule the
repayment terms of certain of the
Group’s outstanding borrowings and
to seek their ongoing support; the
possibility of entering into a debt hair
cut agreement is also under active
discussions; and
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2o

BASIS OF PRESENTATION (Continued)

(i)

Going concern (Continued)

(c) the directors have taken actions to
tighten cost controls over factory
overheads and various administrative
expenses and the activities of the
Group have been significantly scaled
down.

In the opinion of the directors, in light of
the measures taken to date, together with
the expected results, the Group will have
sufficient working capital for its current
operational requirements and it is expected
that the Group will ultimately return to a
commercially viable concern
notwithstanding the Group’s financial
position and tight cash flows as at 31 March
2001 and the date on which these financial
statements were approved. However, the
directors anticipate that it may take some
considerable time to successfully implement

their plans.

Should the Group be unable to continue as
a going concern, adjustments would have to
be made to restate the values of assets to
their recoverable amounts, to provide for any
further liabilities which might arise and to
reclassify non-current assets and liabilities
as current assets and liabilities, respectively.
The effects of these adjustments have not
been reflected in the financial statements.
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2o BASIS OF PRESENTATION (Continued)

(i)

Available books and records

The financial statements have been prepared
based on the books and records maintained
by the Company and its subsidiaries.
However, due to significant staff and
management turnover during the vyear,
especially that in the accounting and finance
department, there have been significant
breakdowns in internal controls particularly
from October 2000 when an investigation
of the Independent Commissioner Against
Corruption (“ICAC”) into the conduct of the
then chairman and major shareholder of the
Company was revealed in the press. The
directors understand that there is still an
ongoing investigation into this case.
However, due to the relocation of the
Group’s accounting department from Hong
Kong to the People’s Republic of China (the
“PRC”) and a riot in the Group’s PRC factory
in October 2000, certain underlying books
and records of certain of the Company’s
subsidiaries were either lost, or can no
longer be located. In addition, as a result of
the breakdown in internal accounting
controls and the loss of certain books and
records, the effects of certain transactions
of the Group as reflected in the financial
statements prior to January 2001 cannot be
satisfactorily substantiated or otherwise
supported, in particular:

(@)  Certain records substantiating a
number of transactions via a bank
saving account including cash
receipts of approximately
HK$28,269,000 received from the
Group’s customers during the year,
which in addition to the balance of
the bank saving account brought
forward of approximately
HK$60,830,000, were subsequently
utilised as to: cash payments to the
Group’s suppliers and subcontractors
of approximately HK$71,431,000;
cash payments of purchase deposits
of approximately HK$4,635,000; cash
payments for purchases of fixed assets
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(ii)

Available books and records (Continued)

of approximately HK$9,116,000; cash
advances to a company of
approximately HK$3,189,000; and
other expenses settled in cash of
approximately HK$728,000 in total.
All documentation of these
transactions conducted via the savings
account prior to January 2001
were either lost, or could not
otherwise be accounted for; and
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(b)  Certain records substantiating the (b)y REWIFIIHHE (B L
following items including the SCHS (a)JE BT AR 2 A2
transactions summaried in (a) above ) 2 #& T risk B K
were either lost, or could not T %A B
otherwise be accounted for:

(i) purchases of approximately (i) HoEEEEN
HK$159,001,000 for the A—H#EE %
period from 1 April 2000 to 31 FEFHF+_-_A
December 2000; =1+ —H 1M

Mz ® W HE A
159,001,000%5 7T ;

(ii) turnover of approximately
HK$195,578,000 and the
corresponding accounts
receivable of approximately
HK$117,781,000;

JG
(iii)  deposits made to certain (iii) o Tt R A
suppliers of approximately it 2 #% & &
HK$4,635,000; 4,635,000%5 7T
(ivy an advance made to a (iv) 1 — M A w4
company of approximately - ﬂ A
HK$5,177,000 which included 5,177,000{%75 ’
a cash payment of 57 ()
approximately HK$3,189,000 WPt 2 & F
via the saving accounts as RS & N E]
noted in (a) above; 3,189,000 T ;

(v)  inventories held in custody by (v)  —HEaAUEE
a company of approximately B GZHFE
HK$11,791,000. #111,791,000%

TEe

As the directors consider that the H A 55 R 4 56 (i)

probability of recovering the IEFJ?}IEZWEW?ﬁIE&ﬁ

receivables and inventories as stated
in (ii) to (v) above is remote, a full
provision has been made against the
respective amounts (see note 5 to the
financial statements).
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2. BASIS OF PRESENTATION (Continued) 2. B EXE (47)

Available books and records (Continued)

In addition to the above, the books
and records in respect of the Group’s
turnover, costs of sales, certain
expenses and related tax charges were
incomplete and although the directors
consider that based on their
knowledge they have made accruals
and provision for all liabilities based
on such books and records as
available, they cannot be certain as
to whether all the liabilities of the
Group have been recorded.

All the existing directors were
appointed in December 2000, except
Mr. Chan Chun Hong, Thomas who
was appointed in October 2000 and
Mr. Yu Wai Man who was appointed
in April 2001. The financial
statements have been prepared based
on the books and records maintained
by the Company and its subsidiaries.
However, in view of the aforesaid
breakdown in internal control of the
Group, no representations as to the
completeness of the books and
records of the Group during the
period from 1 April 2000 to 31
December 2000 could be given by
the existing Directors although care
has been taken in the preparation of
the financial statements to mitigate
the effects of the incomplete records.
The Directors are unable to represent
that all transactions entered into in
the name of the Company and its
subsidiaries during the period from 1
April 2000 to 31 December 2000
have been included in the financial
statements. Notwithstanding the
foregoing, the Directors have in the
assessment of the Group’s assets and
liabilities taken such steps as they
considered practicable to establish
these assets and liabilities based on
the information of which they were
aware and have made provisions and
adjustments as they considered
appropriate in the preparation of the
financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

These financial statements have been prepared in
accordance with Hong Kong Statements of Standard
Accounting Practice, accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. They have been prepared under the
historical cost convention, except for the periodic
re-measurement of certain fixed assets as further
explained below.

Basis of consolidation

The consolidated financial statements include the
audited financial statements of the Company and
its subsidiaries for the year ended 31 March 2001.
The results of subsidiaries acquired or disposed of
during the year are consolidated from or to their
effective dates of acquisition or disposal,
respectively. All significant intercompany
transactions and balances within the Group are
eliminated on consolidation.

Subsidiaries

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

Interests in subsidiaries are stated at cost unless, in
the opinion of the directors, there have been
diminutions in values other than those considered
to be temporary in nature, when they are written
down to values determined by the directors.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when
the revenue can be measured reliably, on the
following bases:

- from the sale of goods, when the significant
risks and rewards of ownership have been
transferred to the buyer, provided that the
Group maintains neither managerial
involvement to the degree usually associated
with ownership, nor effective control over
the goods sold; and

- interest income, on a time proportion basis
taking into account the principal outstanding
and the effective interest rate applicable.

Fixed assets and depreciation

Fixed assets, other than construction in progress,
are stated at cost or valuation less accumulated
depreciation and impairment. Construction in
progress is stated at cost less impairment.

The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the
asset to its working condition and location for its
intended use. Expenditure incurred after fixed assets
have been put into operation, such as repairs and
maintenance, is normally charged to the profit and
loss account 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 fixed asset, the expenditure is
capitalised as an additional cost of that asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Fixed assets and depreciation (Continued)

Changes in the values of fixed assets are dealt with
as movements in the asset revaluation reserve. If
the reserve is insufficient to cover a deficit, on an
individual asset basis, the excess of the deficit is
charged to the profit and loss account. Any
subsequent revaluation surplus is credited to the
profit and loss account to the extent of the deficit
previously charged. On disposal of a revalued asset,
the relevant portion of the revaluation reserve
realised in respect of previous valuations is
transferred to retained profits as a movement in
reserves.

Depreciation is provided on the straight-line basis
to write off the cost or valuation of each asset, less
any estimated residual value, over the following

estimated useful lives:

Medium term leasehold land
T

Buildings

S

Leasehold improvements

HEYEHEE

Moulds, plant and machinery
B~ R 5 e A
Furniture, fixtures, equipment and motor vehicles

R~ 2 B R SR

No depreciation is provided on construction in
progress until it is completed and put into use. The
gain or loss arising on the disposal or retirement of
a fixed asset recognised in the profit and loss
account is the difference between the net sales
proceeds and the carrying amount of the relevant
asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING EEETHREBE (&) o
POLICIES (Continued) )
\

q By
Credit terms EEH o
e

1

Trading terms with customers are largely on credit. BEF 285 WA K0 UUEEIT =
Invoices are normally payable within 30 days of AT 8 5 — ik ZH R B 5L 2 30H &
issuance, except for certain well-established WA BT AR R 2% F B Ab %
customers, where the terms are extended to 90 HESEM LR £90H - M1 2 &k %
days. Overdue balance are regularly reviewed by AW AR B A A Q
senior management. =
#®

Leased assets HEEE

Leases that transfer substantially all the rewards ik ERESL  FLts B B A 5
1

and risks of ownership of assets to the Group, other
than legal title, are accounted for as finance leases.
At the inception of a finance lease, the cost of the
leased asset is capitalised at the present value of
the minimum lease payments and recorded together
with the obligation, excluding the interest element,
to reflect the purchase and financing. Assets held
under capitalised finance leases are included in
fixed assets and depreciated over the shorter of the
lease terms and the estimated useful lives of the
assets. The finance costs of such leases are charged
to the profit and loss account so as to provide a
constant periodic rate of charge over the lease
terms.

Assets acquired through hire purchase contracts of
a financing nature are accounted for as finance
leases, but are depreciated over their estimated
useful lives.

Leases where substantially all the rewards and risks
of ownership of assets remain with the lessor are
accounted for as operating leases. Rentals
applicable to such operating leases are charged to
the profit and loss account on the straight-line basis
over the lease terms.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first—in,
first—out basis and, in the case of work in progress
and finished goods, comprises direct materials,
direct labour and an appropriate proportion of
manufacturing overheads. Net realisable value is
based on estimated selling prices less any further
costs expected to be incurred to completion and
disposal.

Deferred tax

Deferred tax is provided, using the liability method,
on all significant timing differences in the
recognition of revenue and expenses for tax and
for financial reporting purposes, to the extent it is
probable that the liability will crystallise in the
foreseeable future. A deferred tax asset is not
recognised unless its realisation is assured beyond
reasonable doubt.

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 advance.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Foreign currencies

Foreign currency transactions are recorded at the
applicable rates of exchange ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the balance
sheet date are translated at the applicable rates of
exchange ruling at that date. Exchange differences
are dealt with in the profit and loss account.

On consolidation of overseas subsidiaries, their
financial statements are translated into Hong Kong
dollars at the applicable rates of exchange ruling
at the balance sheet date. The resulting translation
differences are included in the exchange fluctuation
reserve.

TURNOVER AND REVENUE

Turnover represents the invoiced value of goods
sold, net of discounts and returns.

An analysis of turnover and revenue is as follows:

Turnover — Sale of goods

Interest income F B e A
Revenue A
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63 542

202,745 291,142
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31 March 2001
CEE—FE = =1 —H

PROFIT/(LOSS) FROM OPERATING ACTIVITIES 5, KEEKERN - (FB)

The Group’s profit/(loss) from operating activities A A K88 B A (s ) AR

is arrived at after charging/(crediting):

Cost of inventories sold

Depreciation:
Owned fixed assets
Leased fixed assets

Staff costs (excluding directors’
remuneration, note 7)

Operating lease rentals in respect
of land and buildings

Auditors” remuneration

Exchange gains, net

Gain on disposal of fixed assets

Other operating expenses:
Provision for bad and doubtful debts
Accounts receivable
Other receivables

Provisions for impairment
of fixed assets (note 12)
Provisions against advances to
a company
Provisions against deposits made to
certain suppliers
Provisions for unrecoverable inventories
held by a company
Revaluation deficit on land
and buildings
Provisions for inventories
Provisions for potential claim
Loss on disposal of fixed assets

B (FFA) BLF %3

2001 2000
—EE-F ZERERF
HK$000 HK$000
FET T it 0
& 1A 209,240 226,428
P85
B EE 15,583 16,785
& [ e 2,390 1,168
BT A OF a8
HE M4 M) 15,086 20,081
B R EFE
HwEMENE 675 1,462
1% i P < 1,680 843
T 5t 45 15 A (147) (497)
H B i R A - (4)
HoAth 48 % A
R SR A
JRE Wi B B 117,781 =
HAth JE i B B 6,734 -
124,515 =
W] A O W (E B (Bt 12) 54,981 =
BT — M A A
2 B A 5,177 -
Tr) 5 T 4k JRE 77 490 A
P& P L] 4,635 =
— M AFREZ
N BT i [E] A7 B A 11,791 -
T K EE
A 4 3,073 -
& 2 Bl 6,615 =
e Z A8 2 B 18,000 =
8 B E R 2,231 -

231,018 -




PROFIT/(LOSS) FROM OPERATING ACTIVITIES
(Continued)

The cost of inventories sold includes
HK$20,991,000 (2000: HK$27,791,000) relating to
staff costs and depreciation, which are also
included in the respective total amounts disclosed
separately above for each of these types of
expenses.

Notes to Financial Statements ¥ 5 9t 4 B i

31 March 2001
CEE—FE = =1 —H

R (BIR) )

HEFRZBRABREARE LA
KA # 220,991,000 T (—FEE
:27,791,000% J6) > I8 B4 b4
BB M 2 AR &%

FINANCE COSTS Bt % & A
Group
i3
2001 2000
—E2EE-F LR
HK$7000 HK$000
FET + i C
Interest on bank loans, overdrafts  ZE ji® 1 4F A & B fH 2 >
and other loans wholly SRAT B 1 K
repayable within five years A £ 3R] R 12,987 6,924
Interest on convertible note CIE: Y% DS\ 63 =
Interest on finance leases il & & A1 S 645 660
13,695 7,584

7. DIRECTORS” REMUNERATION AND FIVE 7. EEBS R AN E =S HF A
HIGHEST PAID INDIVIDUALS -=

Details of the remuneration of the Company’s AN FZEEMNE BN N
directors are set out as follows:

2001 2000
—E2E-F —FEXERHF
HK$7000 HK$000
FETT i o
Executive directors: AT EF
Fees 4 - =
Basic salaries, housing, other HAHE B R
allowances and benefits in kind HoAth B KB W) A 4 3,641 3,816
Independent non—executive WAL AT E R
directors:
Fees Lok 326 240

3,967 4,056
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7o DIRECTORS’ REMUNERATION AND FIVE 7.

HIGHEST PAID INDIVIDUALS (Continued)

31 March 2001
CEE—FE = =1 —H

EEMERIANVNESHFA
* (47

The number of directors whose remuneration fell TN BB & 4H 0 > &S 3E T :
within the bands set out below is as follows:

2001 2000

ZEBE-F —“EFEHE

Number of Number of

directors directors

EEHA R MHE

Nil - HK$1,000,000 % — 1,000,000 G 12 3

HK$1,000,001 — HK$1,500,000 1,000,001 # ¢ — 1,500,000% 70 1 1

HK$2,000,001 — HK$2,500,000 2,000,001 G —2,500,000%5 7 - 1

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the year.

Of the five highest paid individuals, five (2000:
Three) were directors of the Company and their
remuneration has been included above. The
remuneration of the remaining two highest paid
individuals for the year ended 31 March 2000 was
as follows:

AF A 48R 2B S 0 (R R R AL T
M 2 % P

TR AR #H AL 29 I (=F
TEE =) WBALFEFE K
FLMECHEBELXR-BRT WA
mBALREE —ERRE = =
T HIEFEZBMEmT

2001 2000
—EE-F _EEXERF
HK$7000 HK$000
FER F # T
Basic salaries, housing, other HAHE B R
allowances and benefits in kind At B K CE W) R A - 837

Nil — HK$1,000,000

% — 1,000,000 7T

Number of employee

EEAH
2001 2000
—ET-5 _“TTTH
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31 March 2001
CEE—FE = =1 —H

DIRECTORS’ REMUNERATION AND FIVE
HIGHEST PAID INDIVIDUALS (Continued)

During the year, no emoluments were paid by the
Group to the directors or any of the five highest
paid individuals as an inducement to join, or upon
joining, the Group, or as compensation for loss of
office.

No value is included in the directors’ remuneration
in respect of share options granted during the year
because, in the absence of a readily available
market value for the options on the Company’s
shares, the directors are unable to arrive at an
accurate assessment of the value of the options
granted. Details of the options granted to the
directors during the year are set out in the section
""Directors’ rights to acquire shares” in the Report
of the Directors.

TAX

Hong Kong profits tax has not been provided
because there were no assessable profits arising in
Hong Kong during the year. For the year ended 31
March 2000, Hong Kong profits tax was provided
at the rate of 16% on the estimated assessable
profits arising in Hong Kong during that year.

EEMERANVNESHFA
* (47

AR A SR T A 1) B AT A
% o 9 BN SORTAT AT B o A 2
T B AR S T IR 2 I R I A

'téfo

3 0 AN B A R AR R
ZAEAE S BTG iR A A R B R A
B e ME 2 W] (R BOEE S OR RE B
e P A 13 B B 2 A (E o AF R IR
T BRSO T 9 R
HIEFEHER RN — -

i 1|

H R 4F NI R A 2 I SRR i
(5. A e A R ST I
TZEEHE=HA=Z+—HLEE F
W FAS BT AR IR AE R B A 2 A
TR SR B i P 1% 16%2 Bl 52 B
o

Group

xE
2001 2000
—EBR-F _FTFTHF
HK$7000 HK$7000
FET T T

Hong Kong i

Current year provision AN A BE UE A - 1,791
Overprovision in prior year LA 4F JBZ 6 4 Y A (54) -
Deferred tax (note 21) EIEBLIA (MaE21) (4,300) 2,300
Tax charge/(credit) for the year A RS H 7 (1) (4,354) 4,091
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9. NET LOSS FROM ORDINARY ACTIVITIES 9. RBEEHE XK L ZFE
ATTRIBUTABLE TO SHAREHOLDERS BB F R
The net loss from ordinary activities attributable to JiE AR 2 E B S R R PR 2 IR AE H
shareholders dealt with in the financial statements WEBELZZEWEERTES
of the Company is HK$252,403,000 (2000: Profit 252,403,000 7T ( — FF L4 i F
of HK$3,556,000). 3,556,000 oG ) °

10. DIVIDEND 10. B 2
The directors do not recommend the payment of ERFOAERRBEEBE T —F
any dividend for the year ended 31 March 2001 EA=Z1T—HIEFEZEME R (=
(2000: Nil). FEFE ) -

11.  EARNINGS/(LOSS) PER SHARE 1. BRERN -~ (FEE)

The calculation of basic earnings/(loss) per share is
based on the net loss from ordinary activities
attributable to shareholders for the year of
HK$279,335,000 (2000 : Profit of HK$26,195,000)
and the weighted average of 2,483,921,285 (2000:
2,212,655,670) ordinary shares in issue during the
year, adjusted to reflect the Shares Subdivision (as
here in after defind) during the year as detailed in
note 23 to the financial statements.

The diluted loss per share for the year has not
been presented because any potential ordinary
shares of the Group outstanding during the year
had anti-dilutive effect on the basic loss per share
for the year.

The calculation of diluted earnings per share for
the year ended 31 March 2000 was based on the
net profit from ordinary activities attributable to
shareholders for the year of HK$26,195,000. The
weighted average number of ordinary shares used
in the calculation is 2,212,655,670 ordinary shares
in issue during the year, as used in the basic
earnings per share calculation, and the weighted
average of 133,658,529 ordinary shares assumed
to have been issued at no consideration on the
deemed exercise of all share options and warrants
during the year adjusted to reflect the shares
subdivision as further detailed in note 24 to the
financial statements.

B REAREF S ER) TR 34 4
B2 R AE B R ETS 2 AL S 1R
{F%279,335,000 o6 (= FF T 4F
i #26,195,000%5 J6) K 58 37 DL fE
OB AR AR R AT 2 B IR AT (E 3R
BN 30 B 2 OB R R
23) ZAFE N B AT I B RE 3
#02,483,921,285/k ( - FE & F :
2,212,655,670/%) &t 5 -

H A A 4 A AF AT AT R AT R 2
T8 7 5 98 I 3 4F R 2 A R A i 1R
HAT 5 2 i 3 i 2 5 4
& 2 45 B 8 s 1R -

BE EEERE=ZA=+—HILF
BE 2 A B4 0 2 A Y AR B AR AE B
WA H W EB L2 AL A
26,195,000 JC 7154 » 78 51 55 38 B
Z NS #22,212,655,6 705 K5 > T3
WHE B REAZNZ FRE
133 48 e AR ST A R e R
i HE B8 O H AR AR N A AT 2
R n RE T 45 #0045 133,658,529 /% >
S 48 R B DL OB O B AL wE S R
WE 5 % 15 B 524 o



Notes to Financial Statements W W5 1t

31 March 2001
CEE—FE = =1 —H

12.  FIXED ASSETS 12. BIEEE
Group &
Furniture,
Medium term fixtures,
leasehold Leasehold Moulds,  equipment
land and improve- plantand  and motor
buildings ments  machinery vehicles Construction
hEAE HE BE HKM-EE-  inprogress Total
THREBF NREE BEREER kAE  HEEIRE L
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000
T # 7 T # 7 T # 7 T # 7 T # 7 T # 7
Cost or valuation: A s £
At beginning of the year £4) 121,387 28,029 76,699 5,392 29,892 261,399
Additions R - 601 11,923 448 2,396 15,368
Disposals i - (6,278) - (700) - (6,978)
Revaluation deficit ERLR (26,127) - - - = (26,127)
At 31 March 2001 R-2%-%
=A=1+-H 95,260 22,352 88,622 5,140 32,288 243,662
Accumulated depreciation ARITE
and impairment: FE:
At beginning of the year H4) - 12,401 41,186 2,864 - 56,451
Provided during the year A I £ 4,100 4710 8,254 909 - 17,973
Provisions for impairment B 16,046 - 6,647 - 32,288 54,981
Disposals & - (4,136) - (309) - (4,445)
Reversal of accumulated A
depreciation upon ARITE
revaluation k] (4,100) = = = = (4,100)
At 31 March 2001 REFE—4
=H=+—H 16,046 12,975 56,087 3,464 32,288 120,860
Net book value: BREFE:
At 31 March 2001 R-2%-%
=A=+-8 79,214 9,377 32,535 1,676 - 122,802
At 31 March 2000 jgme e s 25
SHEF=0 121,387 15,628 35,513 2,528 29,892 204,948
Analysis of cost and valuation: B4 R ff & 4
At cost DA A8 - 22,352 88,622 5,140 32,288 148,402
At valuation DA (851 5 95,260 - - - - 95,260
95,260 22,352 88,622 5,140 32,288 243,662

e A I B AT B W

T
2|
|
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FIXED ASSETS (Continued)

All the medium term leasehold land and buildings
are situated outside Hong Kong. As at 31 March
2000, all the leasehold land and buildings were
revalued on a depreciated replacement cost basis
by Knight Frank, an independent firm of
professional valuers, at

HK$95,260,000.

approximately

Had the Group’s revalued leasehold land and
buildings been stated at cost less accumulated
depreciation, they would have been included in
the financial statements at approximately
HK$81,517,000 (2000: HK$84,809,000).

Certain leasehold land and buildings, plant and
machinery and equipment were pledged to secure
banking facilities granted to the Group as set out
in note 18.

As at 31 March 2001, the Group was in the process
of obtaining the land use rights certificate for
leasehold land amounting to approximately
HK$28,851,000 (2000: HK$44,503,000).

The net book value of fixed assets held under
finance leases included in the above at the balance
sheet date was HK$10,390,000 (2000:
HK$8,235,000). The depreciation charge for the
year in respect of such assets amounted to
HK$2,390,000 (2000: HK$1,168,000).

12.

EE&EE (4)

A 45 [ 2 o 1 % M e A
I 75 W LLAN L 7 o R B R BAE
=H=+—H 8 HEHE M1
R ETARARUTEEE
AR LM EAL A AL Lo K
o HEAGE & % 95,260,000% T ©

il A% 4 1 468 Bl 2 FHEE b R b
Dh A B2 B A 8 5 B - AE B S R
W 31 2 WO %0 £ 81,517,000% 7T
(=% L T4 1 84,809,000 7T )

R FE 18T H AL M E M A TR
B M T DS M R A AR
DL S SR AT M

W_EFEFE—F=ZH=1—H>4&E
[ IE 7F 3£ 928,851,000 o6 (=& &
FAF 1 44,503,000% 0) 2 M E T
I g b i RE S o

LA A EDREMAA A 2 R
& & IR M {E 4 10,390,000 T
(= %% %4 :8,235,0004 70 ) © F N
FHRZEEars 2 EBR L
2,390,000% & ( — F T F 4 ¢
1,168,000% J© ) °
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13.

INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost
Due from subsidiaries

Less: Provisions for diminutions
in values

13. R EB AT 2R

I BT m B (LU AE R
Y Ja 2> W] Kk

960 < I8 L 9% A

Company
Z N

2001 2000
—EE-F _“FZTEAF
HK$7000 HK$000
FET T #
68,709 68,709
84,064 67,474
152,773 136,183
152,773 -
- 136,183

The amounts due from subsidiaries are unsecured,

interest—free and repayable on demand.

Particulars of the subsidiaries are as follows:

Place of
incorporation/

operations
Name MK L EE
28 i B

Hung Cheong Holdings
Limited (“HCHL")

HEEERARA R
([HEE#K])

British Virgin Islands
Pl IR W

Hung Cheong Toys Hong Kong
International Limited ik

1 B o BB
F R 7

B ORI R IR B R -

Principal
activities

FEXH

Wi g 2> W K K A AT e B KR

Investment holding

BAE R

Trading of toy
products
HHIAE M

Wi & 2~ w & R
Nominal
value of Percentage of
issued and equity
paid-up attributable
share capital  to the Company
E#fT2 EBERDT
BERAEE LN ¥
B
Ordinary 100%
US$2,004
Lk
2,004% 7t
Ordinary 100%
HK$1,000
Non-voting
deferred
HK$200,000*
T
1,000 7¢
B
IR A 1R

200,000 TC*
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INTERESTS IN SUBSIDIARIES (Continued)

Name

=L

Hung Cheong Toys
Factory Limited

e B B SR A

Huang Chiang Chen Hung
Cheong Plastics Factory

Company Limited
T HE B B R
HIRA A

Hung Cheong Toys
Trading Limited
HEIR Y 5 A RAHE

Hung Cheong Toys

Manufacturing Limited

HEE B R R A R4 A

Sunstar Nominees Limited

FEREAARAR

Asian Ocean Limited

BHARAR

Place of
incorporation/
operations
SRR EE
i B

British Virgin Islands/
PRC

EBELHE/
B

Hong Kong
il

British Virgin Islands/
Hong Kong

ERELRE/
ik

British Virgin Islands/
Hong Kong

KRELRR/
ik

Hong Kong
il

Hong Kong
i

31 March 2001
CEE—FE = =1 —H

13. RMMBAR ZHEE (4)

Nominal
value of Percentage of
issued and equity
attributable

to the Company
BEXLT
LN ¥t
B

paid-up

share capital
B#fTR
BERAHEE

Ordinary 100%
US$4
Lk
4% T

Ordinary 100%
HK$1,000
Non-voting
deferred
HK$10,000*
o ik
1,000 7©
I £
1R 1€ it
10,0003 JT*

Ordinary 100%
Us$4
Lk
4% 7T

Ordinary 100%
Us$4
Tk
4% T

Ordinary 100%
HK$100

& ik
1003 7T

Ordinary 100%
HK$2
& ik
24 7t

Principal
activities

FEXH

Sub-contracting
of manufacture

of toy products
o B B OE fh

Property holding
ESEEC

Dormant

LR ES

Dormant

LEES

Dormant

LEES

Dormant

LEES
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INTERESTS IN SUBSIDIARIES (Continued)

13. MMMB AR 2 (4)

Nominal

value of

Place of issued and

incorporation/ paid-up

operations share capital

Name AMRYL/EE B®fTR
=L i B BERAEE
Sino New Finance Limited British Virgin Islands/ Ordinary
Hong Kong US$1

EBELHE/ i

& i %7

Chiu Fung Toys Trading Hong Kong Ordinary
Limited il HK$100
e nARESARAA 3
100 7t

Gainful International Hong Kong Ordinary
Investment Limited B HK$100
RORBEREARAA 3
100 7t

Hung Cheong Technology British Virgin Islands Ordinary
Limited Hong Kong US$1,000
EBELHE/ T i

& i 1,000% 7t

Except for HCHL, all the above subsidiaries are
indirectly held by the Company.

*  The non-voting deferred shares carry no rights to
dividends other than a fixed non-cumulative dividend
at the rate of 5% per annum on the excess of the net
profits over HK$1,000,000,000,000 that the company
may determine to distribute in respect of any financial
year. On a winding-up, the holders of the non-voting
deferred shares are entitled, out of the surplus assets
of the company, to a return of the capital paid up on
the non-voting deferred shares held by them
respectively, after a total sum of HK$1,000,000,000,000
has been distributed in such a winding-up in respect
of each of the ordinary shares of the company. Save
as described above, the holders of the non-voting
deferred shares are not entitled to any participation
in the profits or surplus assets of the company and
shall not be entitled to receive notice of or to attend
or vote at any general meeting of the company.

Percentage of
equity
attributable

to the Company  Principal
EHEARDNT activities
BRAEE TEER
BOE

100%  Dormant
LEF

100%  Dormant
LEE

100%  Dormant
LEE

100%  Dormant
LEiE

B M B AN > bk B A KB A R
By AN w B R A

MR ETE Ry 2R AN
HE W B2 A AT AT BA AR BE >
o S 2 5% 3R A BE P R B
H % #11,000,000,000,000% JC 2
B EEREREBE BRI
Ab > 4 P 55 RE IR SE I FE A O\ JE
HE Y B B, o 15 M IRF > M A R
FIE %y 5 AN A RE N A A A
4 1% 4% 7y Uk 4 351,000,000,000,000
W E - MBHRES AR 2K
MR A R B A A 2 E R
BEREMERD MG AR B Ll
WE#s Ah  FEAR EME R IR D R
N SEHE 7y = it Pl sk e B A Rl 2 B
& W RN ERE IR R A F 2
R K G@E L Sk EZERG
| A = ' g

e A I B AT B W
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14.

INVENTORIES 14.
Raw materials JEkE

Work in progress 1E 2 i

Finished goods B b

31 March 2001
CEE—FE = =1 —H

Notes to Financial Statements ¥ 5 9t 4 B i

ﬁ rd—1

Group

rEH
2001 2000
—BRE-F —“ZEZH
HK$7000 HK$000
FET T #
6,195 9,885
1,374 2,276
4,000 12,470
11,569 24,631

As at 31 March 2001, inventories stated at net
realisable value included in the above were
approximately HK$892,000 (2000: Nil).

R oEE—E=ZH=+—H> kil
Dl FEARZ FERELN
892,000 0 ( = FEE LT 4F ) o

ACCOUNTS RECEIVABLE 15. FE U BR X
Group
AEE
2001 2000
—EBR-F _“FTLTH
HK$7000 HK$7000
FHET T i# T
The ages of the accounts receivable MR 3 .~ AR B}
are analysed as follows: igim
Outstanding balances with ages: I A WSOHR B B . TR B -
Within 30 days 30H N 3,010 23,672
Between 31 to 60 days 31E 60H A 154 17,797
Between 61 to 90 days 612 90H A 71 18,720
Between 91 to 180 days 91% 180H 48,923 27,104
Over 180 days 180 H 69,730 8,590
121,888 95,883
Less: Provision for bad I < R R
and doubtful debts B (117,781) =
4,107 95,883

The Group has a defined credit policy with credit
terms ranged from 30 days to 90 days.

AEBHRERB=TENLTHZE
WO BAFFE 2 E K o
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16. ACCOUNTS PAYABLE 16 . B RN
Group
AEE
2001 2000
—EBR-F _“FTZTHF
HK$7000 HK$’000
FERT T ¥ I
The ages of the accounts payable JREASF R R 2 R i
are analysed as follows: i I
Outstanding balances with ages: A 2 AR 2 TR
Within 30 days 30 A 1,455 8,227
Between 31 to 60 days 31E 60H A 305 13,532
Between 61 to 90 days 612 90H A 299 399
Between 91 to 180 days 91F 180H I 9,152 15,011
Over 180 days A 180H 15,013 10,446
26,224 47,615

17. INTEREST-BEARING BANK LOANS AND 17. B R E ZHRLITE R KB

OVERDRAFTS 52
Group
AEHE
2001 2000
—E2E-F —FEXERF
HK$7000 HK$7000
FET i o
Bank overdrafts, unsecured I HCH ER 47 7% =C 6,271 2,813
Bank loans, unsecured I HE P SR A7 AR 8,398 9,135
Bank loans, secured A K R 4T B K 30,841 31,308
45,510 43,256
Bank overdrafts repayable within JH s — 4 R EE K
one year or on demand B2 |ITHE X 6,271 2,813
Bank loans repayable: ZER T 51 39T R A i R
Z TR K
Within one year, or on demand — AN B R B R 32,697 2,669
In the second year B ER 6,542 26,754
In the third to fifth years, inclusive R IEN
(L3 B M 4F) - 11,020
39,239 40,443
45,510 43,256
Portion classified as current liabilities B 7 I B A kA4 (38,968) (5,482)

Non—current portion IF i B B 6,542 37,774

e A I B AT B W
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BANKING FACILITIES

As at 31 March 2001, the Group’s banking facilities
were secured by the following:

(i)

(iii)

certain leasehold land and buildings in the
PRC with an aggregate carrying value of
approximately HK$40,724,000 (2000:
HK$76,884,000);

certain plant and machinery and equipment
with an aggregate carrying value of
approximately HK$1,326,000 ( 2000: NIL);

corporate guarantees executed by the
Company and its subsidiary; and

personal guarantees of approximately
HK$31,167,000 from Mr. Chan Chun Hung
and Ms. Wong Kin Ching, former directors
of the Company.

As further disclosed in note 28 to the financial

statements, as at the date of the report, writs of

summon were issued by certain banks in respect

of overdue borrowings.

18.

31 March 2001

—FF—

=
LI

(iii)

%E il 5 LA

=HA=+—H

RITRLE

—HF=ZA=1t—H &%
B 25 IE AR A AT

1 TR (B0 48 %8 47 40,724,000 76
EEXE 76,884,000

(=
Jo) A TP B o Kk
£

TH A% 471,326,000 7 (—
TERAF ) 25T W7
3% A

A

A K LB e A m AR
"R K&

5P i‘iﬁ%%
S

al >
& al

B A4S 2N & A E S OBE R Bt e A
Je# RH L HA/EH 31,167,000
ot 2 (8O IR o

n BB 3R 45 B R 280 — B B ER > R
PN S I S R I = <
B EH AR



Notes to Financial Statements ¥ 5 9t 4 B i

19.

FINANCE LEASE PAYABLES

There were commitments under non—cancelable
finance leases at the balance sheet date as follows:

Amounts payable:
Within one year
In the second year
In the third to fifth years, inclusive

Total minimum lease payments
Future finance charges

Total net finance lease payables
Portion classified as current liabilities

Non-current portion of finance
lease payables

31 March 2001
CEE—FE = =1 —H

19. Ef R EMELYD

WS S AT R A 2R

R/ (N
Group
rEHE
2001 2000
—EBE—F R EE
HK$000 HK$’000
FETT i o
JREASH B
— 4R 7,443 3,247
5 FEN - 2,132
B FEEEHE
(EL¥5 B M ) - 436
JRE AF o A1 FHL 4 48 %8 7,443 5,815
2 Rl & (829) (596)
JE A} il L 4 35 E AL R 6,614 5,219
B 7 I B B AR 4 (6,614) (2,823)
JEAST il B AL A 2
I I B B 4 - 2,396

As further disclosed in note 28 to the financial
statements, as at the date of the report, writs of
summon were issued by miscellaneous creditors in

respect of overdue borrowings.

LOAN FROM A DIRECTOR

B AR o

n BB 3R 45 B R 280 — B B ER > R
AR H W & ERE O E e

200 KB —UEEZ2ER

Loan from a director is unsecured, bears interest at
the prime lending rate in Hong Kong plus 3% per

annum and is repayable on demand.

L R (VAR =Ml o o Q| A L 11K I i
AR BB AT U e B R EOR] R
in 3% K i E SR RE AH % o

e A I B AT B W
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21.  DEFERRED TAX 21. & B IE
Group
rEE
2001 2000
—EBE-F “FTETH
HK$7000 HK$000
FET F i T
At beginning of year 4 4,300 2,000
Charge/(credit) for the year AL R (FEA)
(note 8) (Mf7t8) (4,300) 2,300
At end of year A 4F A& - 4,300
The provision for deferred tax is made in respect BRI HEMIEH R B A M
of accelerated depreciation allowances to the extent 1% 90T w0 2 I G Bl A AF o
that a liability is expected to crystallise.
There are no significant potential deferred tax Az 48 AF: AT Sl R AR HE A 2 R VB TE
liabilities for which provision has not been made. 1R T BB B
The revaluation of the Group’s leasehold land and A B2 AH B KM 2 E Al IR R
buildings does not constitute a timing difference R R 22 PR OGS R A B 2 T
and, consequently, the amount of potential deferred TE IR SERLIH 2 & -
tax thereon has not been quantified.
Deferred tax has not been provided for the H R AR 2y E R &5 H I ST o] B R
Company because the Company did not have any IGF 25 - WA 28 W) S 4 FF W AR 4E B IH

significant timing differences at the balance sheet el o
date.
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CONVERTIBLE NOTE

On 30 October 2000, the Company entered into a
conditional subscription agreement (the
“Agreement”) with Join Asia Enterprises Limited
(“Join Asia”). Join Asia is an independent third party
not connected with the Group. Pursuant to the
Agreement, the Company issued a HK$3 million
convertible note (the “Convertible Note”) to Join
Asia. The Convertible Note was issued at 100% of
its principal amount and bears interest at the rate
of 5% per annum payable on 16 November 2002
(the “Maturity Date”).

Pursuant to the Agreement, Join Asia has the right
to convert the whole or any part of the principal
amount of the Convertible Note into fully paid
ordinary shares of HK$0.01 each of the Company
at a conversion price of HK$0.015 per share (the
“Conversion Price”) at anytime before the Maturity
Date. A total of 200,000,000 shares will be issued,
representing approximately 8.05% and 7.45% of
the existing and enlarged issued share capital of
the Company, respectively. If not converted by the
Maturity Date, the Company will repay such
principal monies outstanding under the Convertible
Note to Join Asia together with all interest accrued
thereon up to and including the Maturity Date.

31 March 2001
CEE—FE = =1 —H

22. OiaARKRE B

B EEREFTHA=ZFTHOARARTA
BB AT A R A ([BEE ) &
L G R R (TR ) o BELER
o — M ST 8 = > BN 4 I HE B
o MR YR W Wk A A F ¥ 47 3,000,000
WOt AR A AR ([l M AR EE BR )
T gR o W] MR SRR DL R AR
S BATI DI AE B S EFHE S 3
AN FERZAE T —H T RH (13
WAL AT

R 1k > B AR A RE R B B 2 i
A AT T [T A6 T 460 i SR 45 2 A S sl AR
] 5 4> A% 4 & B > % W 0.015% o6
Z MR AE (TR ) Wik B AR
A A BT (H 0.013 ot 2 B R ¥
e o M F AT 2 B A BR
200,000,000% » 43 Al 4k 4% 2 & A
ROWERBEZARAFCEITHRALY
8.05% M #17.45% o fif Jit 3 #9 H K 5
B AR N AR TR R
B A S SHEMEE XA M
HTE g2 i A RESHFIE T Bgio

e A I B AT B W
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23.  SHARE CAPITAL 23. BRZE
Shares Bz 4
Company
AN
2001 2000
—RE-F —ETEF
HK$’000 HK$’000
FET Ti# T
Authorised: A TR -
10,000,000,000 (2000: 1,000,000,000) 10,000,000,000/%
ordinary shares of HK$0.01 (ZFFEE:
(2000: HK$0.1) each 1,000,000,000/%) 100,000 100,000
5 I {H0.01 % 7T
(ZFFEE:
0.10# 7T )
98 i
Issued and fully paid: T AT B R B A
2,483,936,760 (2000: 248,332,900) 2,483,936,760/%
ordinary shares of HK$0.01 (ZFFEE:
(2000: HK$0.1) each 248,332,900%)
5 I {H0.01 % 7T
(ZFFEE:
0.10%7C) 2 & AR 24,839 24,833
Details of the movements in the issued share capital AN B BAT IR R E N 2 2 H)
of the Company during the year were as follows: U
Number of
Notes HK$000 shares
Wt 7t Tt oo RO E
At 1 April 2000 MoEFEZENHA —H 24,833 248,332,900
Subdivision PR A (a) - 2,234,996,100
Warrants exercised BV AT {58 R (b) 6 607,760
At 31 March 2001 REFF—4F

ZH=ZF—0 24,839 2,483,936,760
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23. SHARE CAPITAL (Continued)

(a)

Pursuant to an ordinary resolution passed
on 5 April 2000, each of the Company’s
issued and unissued ordinary shares on 6
April 2000 of HK$0.10 each was subdivided
into ten ordinary shares HK$0.01 each
(“Subdivided Shares”) (“Shares Subdivision”).
As a result of such Share Subdivision, the
Company’s authorised share capital was
changed from 1,000,000,000 ordinary shares
of HK$0.10 each to 10,000,000,000 ordinary
shares of HK$0.01 each and the Company’s
issued ordinary share capital was changed
from 248,332,900 ordinary shares of
HK$0.10 each to 2,483,329,000 ordinary
shares of HK$0.01 each.

During the year, 60,400 shares of HK$0.10
each and 3,760 Subdivided Shares of
HK$0.01 each were issued for cash at the
subscription price of HK$0.47 per share and
HK$0.05 per Subdivided Share, respectively
pursuant to the exercise of the Company’s
warrants for a total cash consideration,
before expenses, of HK$28,576.

The excess of the proceeds over the par value of

the shares issued was credited to the share premium

account.

23. BRA (#)

(a)

WE—FERFEMNA B HA
R R S AN AR
EEZFMNAANHZHKE
AT R BEAT 9 R (H0.10%
gt 2 B R A A
M TR {E0.01#s T 2 H @ ik ([ HF
ARG (TR HRA]) o B
1 9% A1 B AR A ) 22k ik
A @ R E H0.108 6 2
1,000,000,000/% & % Mt %
5 8 O E {H 0.01% It &
10,000,000,0008% & %8 A% - it
Hho AN T 2 B8R AT A
Ol EEo.10% T 2
248,332,900/ & @ Mk %
5 8 B E {H 0.01# It &
2,483,329,000/% & i A% -

AN AR AR T BRI R R
178> B % 1760,4008% & B H
{H0.10% 7o 2 B 1 & 3,760/%
A B T {EL0. 01 %5 76 2 37 41 i 1>
RN 43 B 7% 8 R 0.47 5 ot K
A B IF A0 B 43 0.05% JT > 0 BR
Bf S i 45 48 3 4 10 (8 28,576
W0 o

Jiv 45 K 8 AE © 8 AT B T (H 2 B
O AR O IR

e A I B AT B W
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SHARE CAPITAL (Continued)
Share options

On 17 February 1998, under the terms of the
Company’s share option scheme adopted by the
Company conditional upon the listing of the
Company’s shares on the Stock Exchange, the
directors of the Company were authorised, on or
before 16 February 2008, at their discretion to invite
any employee, including any executive director of
the Company or any of its subsidiaries, to take up
options to subscribe for shares of the Company.
The scheme subscription price is the higher of 80%
of the average of the closing price of the shares on
the Stock Exchange for the five trading days
immediately preceding the date of the offer of the
option or the nominal value of the shares. The
maximum number of shares in respect of which
options may be granted under the share option
scheme may not exceed, in nominal amount, 10%
of the issued shares of the Company from time to
time which have been duly allotted and issued.
The scheme became effective upon the listing of
the Company’s shares on 12 March 1998.

During the year, the number of shares options
granted and the exercise price of the options have
been adjusted for the effect of the Share
Subdivision. Accordingly, the subscription price and
the number of shares available for subscription in
respect of share option granted on 20 July 1999
were adjusted from HK$0.46 per share and
7,070,000 shares to HK$0.046 per Subdivided
Share and 70,700,000 Subdivided Shares,
respectively. The share options are exercisable at
any time from 21 July 1999 to 16 February 2008.

B A (#F)
i A% R

BN E A+ LB REA
N T B3 AE W 58 Br B T AR A A
A 2 W BRE st B ek > AN Al HE
HERBEAT R FFNE AN
H sk 2 A W9 8 AT TR B 4
A ) 5 HAE AT B A R 2 AT T
T 2 R B A AR
e By - % w1 B 2 w8 8 &A% 0 0 A
HER AT T sC 5 B B R
JT - 2 0 THAE 2 80%38K By T {E (B
EREARE %1 14 5 R
B B T K B
7 15 28 A 4N\ E R EOOE SR8 K
AT 2 AT E B 2 10% © #% 5!
B A AN FREG A — FLILNAE = H
B = I T o

N B R R A 2 B R H iR
T2 W HE B R W R HE 2 AT 0
M HEATIR B R UL A BN — L JL L
o ol i = 7 | i
fE A% K AL 52 2 By 0 E B4 Rl B
& BB 0r0.46% JC & 7,070,000 A%
B, AR PR A B B 0.046% T I
70,700,000 8 37 &1 AL 14> o Bk A B mT %
— AN ELAZ+—BF#E %
FNE A 475 B B R AT ]
1748 -
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SHARE CAPITAL (Continued)
Share options (Continued)

On 25 October 2000, 65,000,000 share options
were granted by the Company, pursuant to the
above scheme, to their chairman and certain full-
time employees of the Company which entitle them
to subscribe for a total number of 65,000,000
ordinary shares. The share options are exercisable
at HK$0.03472 per share, subject to adjustment,
at any time from 20 September 2000 to 16 February
2008.

During the year, 11,000,000 share options granted
on 20 July 1999 and 15,000,000 share options
granted on 18 September 2000 lapsed.

The exercise in full of remaining outstanding
subscription rights attached to the 109,700,000
share options would, under the present capital
structure of the Company, result in the issue of
109,700,000 shares of HK$0.01 each for a total
cash consideration, before expenses, of
approximately HK$4,482,000.

Warrants

At the beginning of the year, the total number of
warrants granted on 28 September 1999 (the
“Warrants”) and remained outstanding were
37,597,100 Warrants. Each of the Warrants entitled
the holder thereof to subscribe for one share at an
initial subscription price of HK$0.47 per share,
subject to adjustment, from the date of issue to 28
September 2001 (both dates inclusive).

Pursuant to the Shares Subdivision, the subscription
price of the ordinary shares under the Warrants
was adjusted from HK$0.47 per share to HK$0.05
per Subdivided Share. The exercise in full of such
Warrants would, after adjusting to reflect the Shares
Subdivision, result in the issue of 353,412,740
Subdivided Shares of HK$0.01 each. 571,520
Warrants were exercised and 60,400 ordinary
shares of HK$0.10 each and 3,760 ordinary shares
of HK$0.01 each were issued at HK$0.47 and
HK$0.05 per share, respectively. At the balance
sheet date, the Company had 352,841,220 Warrants
outstanding.

31 March 2001
ZEFF—F=HA=1+—H

B A (#F)
B AR (4E)

A AP R R R S EER
FE+H - +THEBEBTFALR IR K
T 2R B W B > 5% 5 R
WK 7 1% %5 #E A 7] 58 8% 3% 65,000,000
P o B o R R B R R A
AT HRERE “FFAF A+
75 H BA R A A o] BRE ] 4% A5 % 0.03472
Wt (Al T8 ) 2 AE AT

FRBE—ILIUNLELELH T B
H 2 11,000,000 0§ B fE J it —F %
ZHEJLA +/VH EH 2 15,000,000
1y 1 B HEE FE BE o

W BE A 28 7 81 2 B AS 28 0 > B R
109,700,000/ i i #E 2 % & K 47 i
RS AW AT GBS
% T {E 0.01 # J& 2 109,700,000 % %
i FIBRBH TS B & AR EL
4,482,000 JC °

ARER

FY R —LIULE LA =+ NH
BT 2B EEAE KGR
fifi 2 SRR HE R A 37,597,100 « 5 Y
PO RE R T AR A REA s AR
BIATAMEE TR —F LA+
NH (G EREMA) #&48K0.471

(AT 38 8&) 2 404 iR 1 sR i —
il

R4 B 03 P54 > L8 R R R I
W 2 R B R AR 0.473

JC R 5 B B AR A4 0.05%5 i - 58
A T W e R Sl T
7% S BRI ME BB I B8 AT A T (B
0.01#5 70 2 #7740 I 4y 353,412,740/%
571,520 58 M 55 B 47 8 - & B
fH0.10# 7T Z 60,4008 & 48 B & 45 it
16 {8 0.01% € Z 3,760/8 3% 38 it 4 7l
) 4 B T {H 0.4 795 J0 ) T {H 0.05 ¥ JC
Biro M EHEH AN ANLAE
352,841,220 i A1 @Zmuﬂ’ﬁ% o
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SHARE CAPITAL (Continued)

Warrants (Continued)

The exercise in full of the Warrants would result in
the issue of 352,841,220 ordinary shares of

HK$0.01 each and the receipt by the Company of

approximately HK$17,642,000, before any related

expenses.

RESERVES

Group
At 1 April 1999

Issue of shares
Share issue expenses

Net profit for the year

Revaluation surplus

At 31 March and
1 April 2000

Issue of shares

Share issue expenses
Net loss for year
Revaluation deficit

At 31 March 2001

REM

R=AHfE
MA—H

B Bg

Bt 847 22 1
AR BE 2 i P AR
HAE A

REEEERF
=H=1—HXK
ZERRRR
MA—H

AT R

1 % 17 %

AEEZ ERTE

XL

R-EE-F
=A=t+-8

31 March 2001

—EFFE-HFEZAEA—A

23. B A (4
RARERE (F)
& WAT (6 5% 55 5% M ME 351 A SigE A
352,841,220 % Ji 1 {6 0.01 % 7T 2
WA Ry o TR 0 BR A B B S AT A
25 ] BT A% BIE ) £517,642,000%5 TG ©
24. f#1#E
Retained
Asset profits/
Share Contributed revaluation (accumulated
premium surplus reserve losses) Total
BE RERN/
% 17 )% (B S ON - Efifits (RBEB) &5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T
18,385 10 11,130 96,298 125,823
26,674 - - - 26,674
(662) - - - (662)
- - - 26,195 26,195
- - 25,848 - 25,848
44,397 10 36,978 122,493 203,878
22 - - - 22
(22) = = = (22)
- - - (279,335) (279,335)
- - (18,954) - (18,954)
44,397 10 18,024 (156,842) (94,411)
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24.

RESERVES (Continued) 24. {#HE (&)
Retained
profits/
(accumulated
Share  Contributed losses)
premium surplus  REEF/ Total
R &RE BB (REEBR) &
HK$'000 HK$000 HK$'000 HK$'000
T T T T
Company KN/
At 1 April 1999 R=AANENA—H 18,385 68,509 4,834 91,728
Issue of shares BT R 26,674 = = 26,674
Share issue expenses M {5 %17 % Hi (662) - - (662)
Net profit for the year 7 4F i 2 ¥ i 1% 8 - - 3,556 3,556
At 31 March and REEZFHE=ZA=+—H
1 April 2000 B_FEZENA—H 44,397 68,509 8,390 121,296
Issue of shares BT R 22 - - 22
Share issue expenses M {7 %17 % Hi (22) = = (22)
Net loss for the year — A4FJE 2 5171 8 - - (252,403) (252,403)
At 31 March 2001 R-Z8-£=F=+-H 44,397 68,509 (244,013) (131,107)

The contributed surplus of the Group represents
the difference between the nominal value of the
share capital of the subsidiaries acquired pursuant
to the Group reorganisation on 17 February 1998,
over the nominal value of the share capital of the
Company issued in exchange therefor.

The contributed surplus of the Company represents
the excess of the then combined net asset value of
the subsidiaries acquired pursuant to the same
reorganisation, over the nominal value of the
Company’s shares issued in exchange therefor.
Under the Companies Act 1981 of Bermuda, the
contributed surplus of the Company is distributable
to shareholders under certain circumstances, which
at present the Company is unable to meet.

AL BB BRAE R — LU
A B BT 2 4 A i
W 2 B m) AR 2 T E B Y
R A2 4 w% 5 ey T B AT 2 A T
HZ ZEH-

AT BN BB AR IR AR A — JH
AL Wi 2 R A R 2 DF R
EWHE BEALNA BZ]REEFEER
FE T B AT 2 BBCAS T (H 2 WO o IR 3R
BHRE-NAN-FLAFAE AL
BN BRI RS T W R T
JBe S WA 24\ AT OR BEAT & % 4
(RS
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25. NOTES TO CONSOLIDATED CASH FLOW 25. # A H &K 2 3k M=

Hung Fung Group Holdings Limited ¢ Annual Report 2000 - 2001

STATEMENT
(a)  Reconciliation of profit/(loss) from operating (@) KEEBHmAFA (FEHE) HBK
activities to net cash inflow/(outflow) from BEBZBERA S Ld)
operating activities B R R
2001 2000
—EB-F “EEEE
HK$7000 HK$000
FET T it T
Profit/(loss) from operating "8 ¥R F . (R
activities (269,994) 37,870
Depreciation 8 17,973 17,953
Interest income FR WA (63) (542)
Loss/(gain) on disposal [ G E
of fixed assets 18 (e 2s) 2,231 (4)
Provision for bad and R A
doubtful debts 124,515 -
Provisions for inventories fr & 6,615 =
Provisions against advances to AT
a company o] 5,177 -
Provisions against deposits made to [1] # T it i
certain suppliers S A 22 4 4 A A 4,635 -
Provisions for unrecoverable —XAH
inventories held by Bir £ 2 A ATl
a company ] 77 5 2 45 i 11,791 -
Provisions for impairment [ 52 B
of fixed assets FER B 54,981 =
Revaluation deficit on T T
land and buildings il 5 4 3,073 -
Increase in accounts receivable JRE Wi R 3 2 4 (26,005) (26,359)
Increase in inventories 8 2 B (5,344) (2,275)
Decrease/(increase) in prepayments, T} ZXIE~ 4 4 & HAh
deposits and other receivables JEM FRIH 2 b (4 ) (14,662) 3,918
Increase/(decrease) in trust receipt  JR 3| #1 H & 4 = A
loans with original maturity PAEAIE 3-8
greater than three months #m,/ GE) (8,290) 4,995
Increase/(decrease) in B Wi R 3 2 B4/
accounts payable (D) (21,391) 24,621
Increase/(decrease) in other Al 8 F % 8 it H
payables and accruals Zm,/ (kD) 34,672 (402)
Net cash inflow/(outflow) from REEBZHERA/
operating activities (Vi ) AR (80,086) 59,775
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25.

NOTES TO CONSOLIDATED CASH FLOW
STATEMENT (Continued)

(b)

Analysis of changes in financing during the

year

At 1 April 1999

Issue of shares

Share issue expenses

Net cash inflow/
(outflow) from
financing

Inception of finance
leases (note 25(c))

At 31 March
and 1 April 2000

Issue of shares
Share issue expenses
Net cash inflow/
(outflow)
from financing
Inception of finance
leases (note 25(c))

At 31 March 2001

R=NANE
MAH—H
AT
g4l
WHEEREA
(i) 2
e
R 13k
(Htat 25(c)

REZFERE
SA=+—H
R=RERE
MA—H

BTG

B8t % A

SIS YR
/ (Fid)
ZHERE

R 13k

(Kt 25(c))

R-BE-F
=ZA=t+-H

31 March 2001
CEE—FE = =1 —H

25. srEBRETRERMEE (&)

(b) 4 ARl A ) O T

Share Obligations
capital under
and share Bank Loan from finance  Convertible
premium loans a director leases note
RAR RE—fi Mg
RG&E BITER EBZER BNER TERRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T
38,385 28,972 - 3,256 -
31,507 = = = =
(662) - - - -
- 11,471 - (3,163) -
- - - 5,126 -
69,230 40,443 - 5,219 -
28 - - - -
(22) = = = =
- (1,204) 9,000 (2,139) 3,000
= = = 3,534 -
69,236 39,239 9,000 6,614 3,000




Hung Fung Group Holdings Limited ¢ Annual Report 2000 - 2001

Notes to Financial Statements ¥ 5 9t 4 B i

31 March 2001
CEE—FE = =1 —H

25. NOTES TO CONSOLIDATED CASH FLOW 25. #ES B &R E XM (&)
STATEMENT (Continued)

(c)  Major non—cash transaction (o ETEIRBELSH
During the year, the Group entered into A A A I £ THE
finance lease arrangements in respect of R EHE L -2 EE
assets with a total capital value at the E 2 KB E A AE R R Sr AH A R
inception of the leases of HK$3,534,000. £43,534,000 70 ( —EEEF
(2000: HK$5,126,000). 5,126,000 J5.) °

26. COMMITMENTS 26. HEI¥E
At the balance sheet date, the Group had the sk EH AL BEA R TR :

following commitments:

Group
AEE
2001 2000
“EBE-F “FTETH
HK$7000 HK$7000
FET F i T
Capital commitments: A R -
Authorised, but not contracted for Bt #E{H R 5T 4 3,150 3,150
Contracted, but not provided for ELRT 4 5 R 15 A 6,251 8,843
9,401 11,993
Annual commitments payable iR 51 4 R
in the following year under AT 2 L
non—cancellable operating B F g A
leases in respect of land A ZRKYE S -
and buildings expiring:
Within one year — 4R 345 102
In the second to B AR TR
fifth years, inclusive (EL¥5 B B M 4F) - 2,693
345 2,795
The Company did not have any significant A% N ) &5 S S 4 AT AT K R

commitments at the balance sheet date.
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27.  CONTINGENT LIABILITIES 27. AREE
(i) Potential claim (i) BERHE

In December 2000, the Group received a ROERTRE+ ZH O ALEH
claim from its processing agent for an M — JE o JLACBE i TRy g
amount of approximately HK$18.7 million. th 2 A Jy %9 18,700,000
Since the documents in support of the W T o H i S T 2R 2 3
aforesaid claim has not been properly (S I S R SN I e
approved by the board of the Company, the wHEHE - WCE S AT A R%E
directors are seeking legal opinion on the KRBT RIERE A5
said claim. For prudence, the directors have ROFERCESAE HB L IER
made a provision against the claim as at the B AE 45 45

balance sheet date.

(i)  Others (i) Hib
Group Company
N ARR
2001 2000 2001 2000

—REF-F ZZ%TTHF ZBE-F ZZTEHF
HK$7000 HK$'000 HK$7000 HK$'000
FERT T s FERT T s

Bills discounted Wi A 78 R
with recourse ZHBL R - 320 - -
Guarantee of credit BT — [ W8
purchase facilities NEAZfEE
granted to a subsidiary B @l &
IR - - - 3,000
Guarantee of banking %7 — [ i &
facilities granted to 0N 2 BAT
a subsidiary fa B IR - = - 66,974

- 320 - 69,974
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28. PENDING LITIGATION 28. 3K T # Z &K A
As at the date of this report, writs of summons had ARG R B MR EA
been issued by several miscellaneous creditors J 8B 47 4 Al B Bt A B 9 5,600,000
aggregating approximately HK$5.6 million and JC K #116,600,000%k 7T 2 28 15 A8 80 It
banks aggregating approximately HK$16.6 million, AEE AR He BE &M &R
together with claims for interest thereon in respect B R B 2 A ST B AR AR
of overdue borrowings, rentals, purchases of goods
and the provision of services (the “Indebtedness”).
The directors are currently negotiating with the R H IR R AR KT B
parties issuing the writs with a view to restructuring DA oA A SR P 2 R R o A 4R
the Group’s overall indebtedness. Full provision has Bk P A B RS AE R H b AR
been made in the accounts for all the indebtedness, g5 SR T > A £ [ NI R A AR 5 ] R
however, no provision has been made for any I fek a% %5 4 IR SRR 4% — JH A5 5 &
interest, penalties, damages and legal costs the LT S AR E A A IR A% O i R S 4
Group may incur if it is unsuccessful either in NITICI = 7 e Sl s o I S S
defending the writs, or in persuading the issuers to R DL Kk AR A
withdraw such pursuant to a debt restructuring.
On 12 May 2001 and 23 May 2001, winding-up B ESRAT AR A F AW 4T (R ])
petitions were filed by Sin Hua Bank Limited, Hong SR ZFEE—FELHA T ZH K
Kong Branch (“Sin Hua”) against Hung Cheong Toys FE-FLA =R AERZ
International Limited (“Hung Cheong”), a principal FEKEWE A AEE BB BE
operating subsidiary within the Group and the AR (THEE ) JeA 2w 2258 W
Company, respectively. The hearing of the petition HEBREF - ABEE RN CH
against Hung Cheong in the High Court of the Hong BEEE-FNH] -HEEBR
Kong Special Administrative Region was adjourned AT Bl R Ak B SR AT AT B AR
to 1 August 2001 while the hearing of the petition AFRIZEMEMEE T —FN
against the Company was adjourned to 22 August AZ+=H-
2001.

29. APPROVAL OF THE FINANCIAL STATEMENTS 20. MAEMBRS

The financial statements were approved by the
board of directors on 26 July 2001.
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