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Notes to the Financial Statements ror e year ended 31 March 2001
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General

The Company is an exempted company
incorporated in Bermuda with limited liability.
Its shares were listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”)
with effect from 7 April 2000.

The Company acts an investment holding
company. Details of the principal activities of
the principal subsidiaries are set out in note
36.

Significant accounting policies

The financial statements have been prepared
under the historical cost convention as modified
for the revaluation of certain investments in
securities and in accordance with accounting
principles generally accepted in Hong Kong.
The principal accounting policies adopted are
as follows:

Basis of consolidation

The consolidated financial statements
incorporate the financial statements of the
Company and its subsidiaries made up to 31
March.

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

All significant intercompany transactions and
balances within the Group have been
eliminated on consolidation.
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Significant accounting policies
(continued)

Goodwill or capital reserve

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

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

On disposal of investment in a subsidiary or
an associate, the attributable amount of
goodwill or capital reserve previously
eliminated against or credited to reserves is
included in the determination of the profit or
loss on disposal of the subsidiary or associate.
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Significant accounting policies
(continued)

Revenue recognition

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

Interest income is accrued on a time basis by
reference to the principal outstanding and at
the interest rate applicable.

Dividend income from investments is
recognised when the Group’s rights to receive
payment have been established.

Proceeds from sale of trading securities are
recognised when the relevant sale contracts
become unconditional.

Property, plant and equipment

Property, plant and equipment, other than
construction in progress, are stated at cost less
depreciation and amortisation. The cost of an
asset comprises its purchase price and any
directly attributable costs of bringing the asset
to its present working condition and location
for its intended use. Expenditure incurred after
the assets have been put into operation, such
as repairs and maintenance and overhaul
costs, is normally charged as expense in the
period in which it is incurred. In situations
where it can be clearly demonstrated that the
expenditure has resulted in an increase in the
future economic benefits expected to be
obtained from the use of the assets, the
expenditure is capitalised as an additional cost
of the assets.
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Significant accounting policies
(continued)

Property, plant and equipment (continued)

Construction in progress is stated at cost which
includes all development expenditure and the
direct costs including borrowing costs
capitalised attributable to such projects.
Construction in progress is not depreciated or
amortised until the completion of construction.
Cost of completed construction work is
transferred to the appropriate category of
property, plant and equipment.

The gain or loss arising on the disposal or
retirement of an asset is determined as the
difference between the sale proceeds and the
carrying amount of the asset and is included
in the net profit or loss for the year.

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

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

Leasehold land and  Over the term of the leases
land use rights

Buildings Over the shorter of the term
of the leases or 50 years
Other plant and 3to 5 years

equipment
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Significant accounting policies
(continued)

Capitalisation of borrowing costs

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

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

Technical know-how

Expenditure on acquiring rights to technical
know—how from third parties for production of
the Group’s new or modified products are
stated at cost less amortisation. Amortisation
is provided to write off the cost on a straight-
line basis over a maximum period of four years.

The directors review and evaluate, taking into
consideration current results and future
prospects, the carrying amount of technical
know—how periodically. Where the recoverable
amount of the technical know-how has declined
below its carrying amount, the carrying amount
is reduced to reflect the decline in value.
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Significant accounting policies
(continued)

Research and development costs

Expenditure on research and development is
charged to the income statement in the year
in which it is incurred except where a major
project is undertaken and it is reasonably
anticipated that development costs will be
recovered through future commercial activity.
Such development costs are deferred and
written off over the life of the project from the
date of commencement of commercial
operation subject to a maximum of three years.

Investments in subsidiaries

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

Investments in subsidiaries are included in the
Company’s balance sheet at carrying value,
as reduced by any decline in the value of the
subsidiary that is other than temporary. Results
of the subsidiaries are accounted for by the
Company on the basis of dividends received
and receivable during the year.
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Significant accounting policies
(continued)

Associates

An associate is an enterprise over which the
Group is in a position to exercise significant
influence through participation in the financial
and operating policy decisions of the investee.

The results of the associate for the year
attributable to the Group is insignificant and
accordingly have not been accounted for in
the financial statements. In the consolidated
balance sheet, investment in associate is
stated at the Group’s share of the net assets
of the associate.

Inventories

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

Properties for sale

Properties for sale are stated at the lower of
cost and net realisable value. Cost comprises
the cost of purchase and attributable expenses.
Net realisable value represents the estimated
selling price in the ordinary course of business
less the estimated costs necessary to make
the sale.
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Significant accounting policies
(continued)

Investments in securities

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

All securities other than held-to-maturity debt
securities are measured at subsequent
reporting dates at fair value. Where securities
are held for trading purposes, unrealised gains
and losses are included in net profit or loss
for the year. For other securities, unrealised
gains and losses are dealt with in reserve,
until the security is disposed of or is
determined to be impaired, at which time the
cumulative gain or loss is included in net profit
or loss for the year.

Foreign currencies

Transactions in currencies other than Hong
Kong dollars are translated at the rates ruling
on the dates of the transactions. Monetary
assets and liabilities denominated in such
currencies are re—translated at the rates ruling
on the balance sheet date. Profits and losses
arising on translation are dealt with in the net
profit or loss for the year.

On consolidation, the financial statements of
subsidiaries and associates which are
denominated in currencies other than Hong
Kong dollars are translated at the rates ruling
on the balance sheet date. All exchange
differences arising on consolidation are dealt
with through the exchange reserve.
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Significant accounting policies
(continued)

Taxation

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

Operating leases

Rentals payable under operating leases are
charged as expense on a straight-line basis
over the term of the relevant lease.

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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Turnover and segment information

Turnover represents the aggregate value of
goods sold after goods returns and trade
discounts and value added tax. The Group is
exempted from payment of value added taxes
under the Shen Shui Fa No. (1993) 507 issued
by the Shenzhen tax authority for the goods
manufactured and sold in Shenzhen, the
People’s Republic of China (“PRC").

Income from net value added tax payables
which exempted from payment under the
aforementioned value added tax concession
for the year ended 31 March 2001 amounted
to HK$126,139,000 (2000: HK$127,766,000).
Such amounts were included as part of the
turnover.

Sales of colour televisions accounted for more
than 90% of the Group’s turnover for each of
the two years ended 31 March 2001.

An analysis of the Group’s turnover and
contribution to profit from operations by
geographical markets for the year is as follows:
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Contribution to (loss)
profit from operations

Turnover HigE (F8)

4 Bz B R
2001 2000 2001 2000
—EE-F ZRXRFF ZBE-F ZEEXLE
HK$’000 HK$'000 HK$’000 HK$'000
BETT BT T BET T T
PRC ] 3,793,122 3,322,824 (35,209) 374,824

Overseas AN (BHFEF )

(including Hong Kong) 653,384 495,977 (4,961) 16,197
(Loss) profit from operations %% (f518) it Fl 4,446,506 3,818,801 (40,170) 391,021
Finance costs A& A (7,339) (13,766)

PR AT (R % A1

(Loss) profit before taxation

(47,509) 377,255
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(Loss) profit from operations

4. KE(BR)EFN

2001 2000
—EE-—F R
HK$'000 HK$'000
BT T W F o
(Loss) profit from operations has been RE () A T8
arrived at after charging: HIER PLR 418
Auditors’ remuneration: 1% BT 45 -
Current year A A 2,000 2,000
Underprovision for prior years R AE BN R 395 540
Depreciation and amortisation of ESY N L
property, plant and equipment Z AT 52,282 37,528
Amortisation of technical know—how 37 9l A0 ik 2 4 1,042 -
Loss on disposal of property, plant W R K
and equipment A2 1R 686 307
Operating lease rentals in respect G ER N v
of land and buildings MEMAH S 39,809 18,182
Provision for doubtful debts SR 6,946 9,400
Provision for slow—moving inventories B AT R 43,773 23,445
Provision for warranties o R 55 13,367 5,397
Staff costs: BT liA:
Research and development TF 9% & BR B 18,128 8,229
Directors’ remuneration EH 4 30,741 9,729
Others oAt 243,383 149,134
Unrealised losses on investments BHEBRE
in securities P RN 1,540 -
and after crediting: b A N
Dividend income from investments bR SR E
in listed securities BBk A = 63
Interest income R E i A 50,719 16,499
Net realised gains on investments HAREZ
in securities T 4 Bl 45 v - 1,158




Finance costs

5. BMERX

2001 2000
—EE-F TR
HK$'000 HK$'000
BT T W F o
Interest on bank borrowings SRAT BRI R
— wholly repayable within — HIRBHE A
five years A HE R - 168
— not wholly repayable — IR HE N
within five years A HE R 991 993
Interest on other borrowings wholly JHIR BN 2B E R
repayable within five years FoAth 15 £ 2 F1) B
(note 35) (Mf7#35) - 5,679
Handling charges (note 35) FHEE (735 = 3,006
Bank charges AT E 4,042 3,354
Net foreign exchange losses I 50, 5 15 15 4 2,306 566
7,339 13,766
Directors’ remuneration 6. EEME
2001 2000
—EE-F CERRRE
HK$'000 HK$'000
BT T W F o
Fees: M4
Executive directors WATHEF - -
Non—executive directors FHATESF 600 -
600 -
Other emoluments: o Ath B 4
Basic salaries and allowances AT 4 SR 24,597 7,143
Bonus 1E &L = 2,519
Retirement benefit scheme contributions B R AR AT E R 544 67
Compensation for loss of office AR R B A 5,000 -
30,141 9,729
30,741 9,729
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Directors’ remuneration (continued) 6. EEME @)
Other emoluments of the directors were all paid R A A AT S A T A " AT
to executive directors of the Company. The W O N B AT T 5 A R

directors’ remuneration were within the

following bands:

Number of directors

EEx¥A

2001 2000

—EE-F ZERERE

HKS$Nil to HK$1,000,000 % %1,000,000% 70 4 4
HK$1,000,001 to HK$1,500,000 1,000,001 7t % 1,500,000 70 - 4
HK$1,500,001 to HK$2,000,000 1,500,001 7t % 2,000,000 70 1 1
HK$2,000,001 to HK$2,500,000 2,000,001 7t X 2,500,000 75 = 1
HK$2,500,001 to HK$3,000,000 2,500,001 7t % 3,000,000/ G 2 -
HK$5,000,001 to HK$5,500,000 5,000,001 7t % 5,500,000 7G 1 -
HK$5,500,001 to HK$6,000,000 5,500,001 7T % 6,000,000/ G 1 -
HK$10,500,001 to HK$11,000,000 10,500,001 5t % 11,000,000 7t 1 -
Except for a director waived his emoluments MR—ZEFRARE _FE—F = =1—
amounting to HK$3,519,000 during the year H 1k 4F B (A ik 32 H 4 3,519,000 St 41 »
ended 31 March 2001, no other directors have MEEE -EZE-F=HA=1+—H IFW{A4%E

waived any emoluments during each of the two B 4% 4 S e HC A 255 AT (T 4 o

years ended 31 March 2001.



Employees’ remuneration 7. EEMS
The five highest paid individuals of the Group AL A B BN LA =2 AR
included three (2000: five) executive directors AIMATES (ZERERE L) HME
of the Company, whose emoluments are CER Etzre Hgma (CEER
included in note 6 above. The emoluments of A ) RN LA — & AT R
the remaining two (2000: nil) individuals SN Eockisie s BE _FEX
included a former director, his emoluments are SHE4—H IR H 5 AR [ )
partially included in note 6 above, his total — RN 2 B A SR
emoluments together with emoluments of
another individual for the year ended 31 March
2001 is as follows:
2001 2000
—EE-F CERRRE
HK$'000 HK$'000
BYFT 5T T
Basic salaries and allowances HA B 4 o A 7,019 -
Bonus 1E &L 3,000 -
Retirement benefit scheme contributions B R AT E R 4 -
10,023 -
The employees’ remuneration were within the & B 2 B 4 AT DL &

following bands:

HK$3,000,001 to HK$3,500,000
HK$6,500,001 to HK$7,000,000

Number of directors

ESHA
2001 2000

—e%-5  CFEEE

3,000,001# 7T £ 3,500,000 7T 1 -
6,500,001# 7T % 7,000,000 7T 1 -

Save as disclosed in note 6 above, no
emoluments were paid by the Group to the
directors or the five highest paid individuals
(including directors and employees) as an
inducement to join or upon joining the Group
or as compensation for loss of office during
each of the two years ended 31 March 2001.

RO REG I EE & AN I R A H =
H = Bk WA 4 3 A A 4 AR S
FHE AT & T HA R s A L (B # S
LR B) o LAAE Sy A A S 18 2 S = AR
TR B AL 2 ] 5
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8. Taxation 8. ™HE
2001 2000
—EE-F “ERERE
HK$'000 HK$'000
BYFT kT T
The charge comprises: M LA
Hong Kong Profits Tax T v R 15 Bl 122 1,019
PRC income tax Hh B T 15 A 897 2,109
Other PRC taxes A 2 B TH 48,815 49,073
Deferred taxation 1 JE Bi T - 3,790
49,834 55,991
Hong Kong Profits Tax is calculated at the rate A vk R A5 BRI A TR A S BB I R 4%
of 16% (2000: 16%) on the estimated A 16% (—F FEA4: 16%) #tH ot B
assessable profits for the year. PRC income Fr A% Bl T5 4% v B BT B R A A
tax is calculated at the rates prevailing in the
PRC.
Other PRC taxes are calculated at a composite Al w2 B TE TS R A A T b R R AR R
rate of 15% (2000: 15%) on the intra—group N A TR A A HL At IR S A B R 4
technical and other services related fees AR5 (—F B 15%) 5 H -
charged to a subsidiary of the Group registered
in the PRC.
Details of deferred taxation are set out in note IR OB 0 VL 17 SR B 5 23
23.
9. Net (loss) profit for the year 9. AXFE (EBH)&FFHE
Of the Group’s net loss for the year of A N A 4R B B 45 s 18 13 61,389,000k
HK$61,389,000 (2000: a net profit of JC (ZFEREA i A% #318,338,000E
HK$318,338,000), a net profit of HK$237,000 J6) > Hod i R 237,000 5T (BB AR
(2000: nil) has been dealt with in the financial ) B A B 2 MBS E AR

statements of the Company.



10.

(Loss) earnings per share

The calculation of the basic (loss) earnings
per share for the year is based on the net loss
for the year of HK$61,389,000 (2000: a net
profit of HK$318,338,000) and on the weighted
average number of 2,041,643,836 (2000:
1,425,739,159) ordinary shares in issue during
the year.

The weighted average number of shares for
year ended 31 March 2000 was calculated on
the assumption that the group reorganisation
to rationale the structure of the Company and
its subsidiaries in preparing for the listing of
the Company’s share on the Stock Exchange
(the “Group Reorganisation”) which took place
on 27 March 2000 has been completed on 1
April 1999 and taking into account the shares
issued by certain subsidiaries for cash during
the year ended 31 March 2000.

Diluted loss per share for the year ended 31
March 2001 has not been presented as the
exercise of the Company’s outstanding options
would result in a decrease in net loss per
share.

Diluted earnings per share for the year ended
31 March 2000 has not been presented as the
Company did not have any potential dilutive
derivatives during the year ended 31 March
2000.

10.

BR(GR) BF

AR AR (1R 2R J5 MR 5 A 4R
J¥ 5 $5 1% % 61,389,000i 76 (XX
AF Y V5 4H318,338,000% 00) KAENE
BEAT %W B2 I HE-F- 14 #2,041,643,836
(R FAE 1 1,425,739,159/8% ) 5 Fo

BEEFTZEFHFE=HA=ZF+—HIFEZ
TN HE T 24 fie BTG 2 AR s B AR N ]
Wi Jag 2 W) 2 B DL A AR 4 R B I W AL
e bW E e IR R RRE =
CRES 2 EMEA ([EEMEA) 2R
—AIENA —HER - HEFE#E
CERREZA=ZF - HIEFEERET
Wi g 2 B B AT BB LA 40 OB 5

PR AT AR 2 ) 1o A AT 2 i e i 2
B B 1R D BT A 2 B AR
TEAAE=ZA =+ — HILFE 2 RS
Wi 1 -

HRANFAREE FETFFE= =1
— H 1k A R Sl AT ] 7 A AT 4R T
Ao WO 258 £ —2FXFE=H =+
— H 1R AF B 2 g B 2 A
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11. Property, plant and equipment 1. ME-BERRE
Furniture,
equipment
and motor
Land and Construction Plant and vehicles
buildings in progress  machinery B -R%& Total
T REF ERIE RBERES kA= am

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
#WTT  BWTFT  EWFTrm ENTX BT

THE GROUP A58
Cost BA
At 1 April 2000 MZZERZENA—H 145,506 18,058 188,047 18,537 370,148
Additions RE 14,799 14,020 60,310 13,329 102,458
Transfer HH 17,005 (17,005) - - -
Disposals & - - (1,685) (691) (2,376)
At 31 March 2001 BoERE-E=ZA=+—H 177,310 15,073 246,672 31,175 470,230
Depreciation and FERBH

amortisation
At 1 April 2000 RZEZEFENA—H 13,900 - 78,820 8,974 101,694
Provided for the year A 6,317 - 41,052 4,913 52,282
Eliminated on disposals ¢ F fif & - - (1,332) (358) (1,690)
At 31 March 2001 BoERE-H=ZA=+—H 20217 - 118,540 13,529 152,286
Net book values REFE
At 31 March 2001 BoERE—-HE=ZA=+—H 157,003 15,073 128,132 17,646 317,944
At 31 March 2000 BoEREEEZA=+—H 131,606 18,058 109,227 9,563 268,454




11.

Property, plant and equipment
(continued)

The net book value of the land and buildings
comprises:

1. VE-BERKXE @)

M R T 2 R T (AR T B I

THE GROUP
AEE
2001 2000
—EEB-F “ERERE
HK$'000 HK$'000
BYFTT W F o
Land and buildings situated on: B R A AL
Land in Hong Kong held under R4E T 5B A
i T b
- long leases —RIAMHA 32,005 26,096
Land in PRC held under R4E T3 A
-
- long leases —RHHEL 2,644 1,050
— medium—term leases — LAY 122,444 104,460
157,093 131,606

The construction in progress represents factory
buildings and a research and development
complex under development on land in the
PRC held under medium—term leases.

At 31 March 2001, the net book value of land
and buildings included an amount of
HK$17,215,000 (2000: Nil) in respect of land
and buildings situated in the PRC which were
in the process of renewing the Real Estate
Title Certificate.

e TRE 346 AR R A2 Fe 1 2
R b B 2 RS R — T
HESSEPNG

BB EAEZA S H B K
M AR TV E 917,215,000 0T ( — 2%
AR ) AF HEIE 5 A WE R U R
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12.

Interests in subsidiaries

12. REEBAR 2EHE

THE COMPANY

¥/
2001 2000
—EE—F TRELAE
HK$'000 HK$'000
BT T W or
Unlisted shares FE b 1,144,051 1,144,051
Amount due from subsidiary i iz B B 2 ] 3k TE 1,099,957 -
2,244,008 1,144,051

Particulars of the Company’s principal
subsidiaries at 31 March 2001 are set out in
note 36.

The amount due from subsidiary is unsecured,
interest free and will not be repayable within
the next twelve months from the balance sheet
date.

KRR EE EZ S
BB 2 W O B RE 36 o

=114

JRE S Y B ) Ty A P S B EL 2R
&SRR A AR



13.

14.

Interest in associate

Unlisted investment
Share of net assets

13. RBEERFR2ER

THE GROUP
TEE
2001 2000
—EE-F CZRERA
HK$’000 HK$'000
B F T BT T
FETIRE
T A B 9,914 9,914

The unlisted investment represents the Group’s

I LT B 5 A SR B A R SE R HETE T AT

45% (2000: 45%) equity interest in 53 Al 4 B 2 45% ( % FEAF 1 45%) BHE -
% F A BR 2 7 Dongguan Skyworth Electronics HARTIA— L —F Mg =+ H R

Co., Ltd., a sino—foreign equity joint venture
established in the PRC with a tenure of ten

W AL 2 AN A B A 36 A 10%F .
ERAEINE S S I AR SRR E

years from 28 April 1991. The associate was o

inactive in both years.

Technical know-how

14, H i A&

THE GROUP

BT T

Cost RAE
Additions during the year and ENEELE KR ZEREFE A

at 31 March 2001 =H=+—H 12,500
Amortisation o
Provided for the year and PNGRER: PN e o

at 31 March 2001 =H=+—H (1,042)
Net book value FRERE

At 31 March 2001

WoEE—F=H=1+—H 11,458
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15. Investments in securities 15. BHRE
Trading securities Other investments Total
EERS AtRE ag
2001 2000 2001 2000 2001 2000

RR-F CR%%F CRE-F CRLTH OZRR-F CRRRE
HK$'000 ~ HK$'000 ~ HK$000  HK$000  HK$'000  HK$'000
B¥Fr kW Tr EEFr  EWTr  EETr kWX

THE GROUP F5E

Equity-linked notes R ) 55 4 61,232 - - - 61,232 -
Unlisted equity securities in the PRC B 3 I 11 f 35 & % - - 1,122 - 1,122 -
61,232 - 1,122 - 62,354 -

Carrying amount analysed for HEWIIEZ

reporting purposes R T {8 A
Non-current ] = - 1,122 - 1,122 -
Current ik 61,232 - = - 61,232 -
61,232 - 1,122 - 62,354 -

16. Inventories 16. #&
THE GROUP
rEE

2001 2000
—EE-—F CRBRAE
HK$'000 HK$'000
BEFT 38 0 T
Raw materials JEL 1 K 244,196 217,545
Work in progress TR 62,993 50,532
Finished goods LIy 615,330 607,086
922,519 875,163
Included above are raw materials of ol R AL A 4y 7 8 (B 4% 65,304,000
HK$65,304,000 (2000: HK$30,592,000) and It (= FEF 4 130,592,000 6) K
finished goods of HK$479,705,000 (2000: 479,705,000% ot ( = & T F 4F :
HK$320,403,000) which are carried at net 320,403,000 70 ) 2 J& M RE KB i DA

m realisable value. AT g BT E AR -



17.

Bills receivable 17. BEREE
THE GROUP
The following is an aging analysis of bills S RO B8 IR B AT an R
receivable at the balance sheet date:
THE GROUP
AEE
2001 2000
—EE—F TRELAE
HK$'000 HK$'000
BT T W or
Within 30 days 30K PN 165,215 185,249
31 to 60 days 31F& 60K 85,614 62,042
61 to 90 days 61%F 90K 74,985 194,896
91 days or over 91K s Ll b 67,969 28,958
Bills endorsed to suppliers EEETUER . 2 239,187 43,216
632,970 514,361
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18.

Trade and other receivable 18. BWE Z R HMFIE
THE GROUP REE
Sales to wholesalers and retailers other than P T A EE AR EE R EEAA
department stores in the PRC are generally DAAR) 2 8 R — M DA B 4 B | SR AT R
made on a cash basis or against bills issued FEHHAH B30K £180 K 2 HE DL L
by banks with maturity dates from 30 to 180 ST B E] 2 B FRE I A 5 R e
days or cheques. Sales to department stores 53 R B R — B W N
in the PRC are made on a consignment basis T o B 2 [ g B A I R HE T A
which is normally settled within one to two FEAT I 230K E60K & B {5 B e
months after sales. Certain district sales THZ LA B A R 2 Y 6 B
managers in the PRC are authorised to make AR LR B
credit sales for payment at 30 to 60 days of
up to a limited amount which is determined on
the basis of the sales volume of the respective
office.
Export sales of the Group are mainly settled ALz O E EEUGE ARG EF
by letters of credit with credit term ranging A F- 30K 260K A % -
from 30 to 60 days.
The following is an aging analysis of trade AR H W 5 R TE 2 BRES A BT an R
receivable at the balance sheet date:
THE GROUP
2001 2000
—EB—F ZRERAE
HK$'000 HK$'000
BYFT kT T
Within 30 days 30K LA 51,288 60,206
31 to 60 days 31F 60K 5,264 476
61 to 90 days 61% 90K 58 249
91 days or over 91K B L |k 1,427 1,188
Trade receivable JRE W B by #RIA 58,037 62,119
Deposits, prepayment and i 4~ T A EROE K
other receivable At R Wi ik T 140,239 199,717
198,276 261,836




19.

20.

Pledged deposits 19. BEBER

THE GROUP KEE
The pledged deposits have been placed in CUHE A7 SKAE IR R o SR AT R P o % R AT
designated bank accounts in favour of the TR B B RAT BRI S o
banks as part of the security for the banking EE AR 2 B B R B RE30 ©

facilities granted to the Group by the banks.
Details of the pledge of assets are set out in

note 30.

Trade and other payable 20. EHESZRHEMNIE

THE GROUP KEE

The following is an aging analysis of trade AR H AT ™ 5 R TEZ RES T an R

payable at the balance sheet date:

THE GROUP
2001 2000
—EE—F TRELAE
HK$’'000 HK$'000
BEFIT W or
Within 30 days 30K PN 181,044 281,117
31 to 60 days 31F& 60K 134,796 100,512
61 to 90 days 61%F 90K 68,119 90,499
91 days or over 91K s Ll b 94,872 126,209
Trade payable under CHHEEEY
endorsed bills JEAH & 5 3 239,187 43,216
Trade payable JEAT & ) 3 IA 718,018 641,553
Deposits in advance, accruals TEB R 4
and other payable JRE &t B HoAth
JE A K IE 494,035 350,597
1,212,053 992,150
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21. Amount due to associate 21. EfNBE QATRIE
THE GROUP REE
The amount due to associate is unsecured, A W N ) 3R TE ) SR P S S B[
interest free and has no fixed terms of FE 1R e
repayment.
22. Secured bank borrowings 22. EEABRITER
THE GROUP
XEH
2001 2000
—EZ-F TRERA
HK$'000 HK$'000
BT T B WF o
Secured bank borrowings comprise A HEASRAT B K
the following: A4 T 51 4518
Import loans i 0K 11,163 39,755
Mortgage loans i 18 K 9,265 10,162
Bank overdraft WATE X — 141
20,428 50,058
The bank borrowings are repayable AT ARBE R T
as follows:
Within one year or on demand — 4 I B R R R B R 12,186 40,805
More than one year, but not — 4 W AR
exceeding two years 1,121 1,001
More than two years, but not exceeding W AF 2 H AR
five years 4,041 3,660
More than five years 8 46 LA 3,080 4,592
20,428 50,058
Less: Amounts due within one year or on WomB A EAE —FR
demand included in 1) 1 B B R I ZH
current liabilities R 2 FH (12,186) (40,805)
Amount due after one year —AEE B B 2 BUE 8,242 9,253




23.

Deferred taxation

Balance at beginning of the year

Charge for the year (note 8)

Balance at end of the year

23. EZEBIE
THE GROUP
KEH

2001 2000
—EE—F TRELAE
HK$'000 HK$'000
BT T W or
FEH 2 &R 3,900 110
KAERE 2 T (KFE8) = 3,790
R AR 3,900 3,900

At the balance sheet date, the major
components of the deferred tax asset (liability),
provided and unprovided, are as follows:

TREEFH > OB SR B 2 R IR

7 (B 2l R %

TE AR L -

Provided Unprovided
cEE REBE
2001 2000 2001 2000
—EE-F ZRXRFFE ZBE-F ZEEXLXE
HK$’000 HK$'000 HK$’000 HK$'000
BEF T BT T BT T BT T
THE GROUP rRE
Tax effect of timing W 25 i A 2 BLES
differences because of;: RS TR
Excess of tax allowances 5 I f B
over depreciation e 3 AT (3,900) (3,900) = -
Taxation losses B 5 18 = - 53,655 7,923
(3,900) (3,900) 53,655 7,923

The unprovided tax credit for the year in
respect of timing differences attributable to
taxation losses is amounted to HK$45,732,000

(2000: HK$7,923,000)

SEINA BBURS R TR R 25 A A 2 R A IR B
Ty 45,732,000 #T (ZFEFFLE

7,923,000 #57T)
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23. Deferred taxation (continued) 23. EERIE (%)
The deferred tax asset primarily relating to R AT B TH T A TR IR AN A i G E AR 2 R
taxation losses has not been recognised in the JE B TE B A AT A R R A A BT R R B RS
financial statements as it is uncertain that the % rhiE R 2 BB R o
resulting deferred tax asset will be realised in
the future.
The company had no material unprovided MENSEERH » A mI I ORI
deferred taxation for the year or at the balance IRIERLIH -
sheet date.

24. Share capital 24, B
Movements in the share capital of the W= IIE+ZA 7N E GEMior B
Company for the period from 16 December W) 2 FE-F=H=1+—HHMH &
1999 (date of incor poration) to 31 March 2001 ANE ZIRABEB I

were as follows:

Value
Number EE
of shares HK$’000
g 4= i oo
Ordinary shares of HK$0.1 each: 7 1%0. 195 7T 2 % 2 i -
Authorised EE
On incorporation B ST IR 1,000,000 100
Increased in authorised share capital 2 58 BEAS B 9,999,000,000 999,900
At 31 March 2000 and 31 March 2001 RoEZEHF=A=1+—H
RZFE—HE=A=+—H 10,000,000,000 1,000,000
Issued and fully paid ERITRHR
Allotted and issued nil paid FF BT IR DL A B0 3K
on incorporation fic 5% M 8517 1,000,000 -
Issue of shares upon the A5 [ 5 A IR B AT IR A
Group Reorganisation 1,499,000,000 149,900
Credited as fully paid from EWBGRREARS AL
contributed surplus account - 100
At 31 March 2000 WZERLE=A=+—H 1,500,000,000 150,000
Issue of shares BT AR 550,000,000 55,000
At 31 March 2001 WoZERE—FE=A=+—H 2,050,000,000 205,000




24.

Share capital (continued)

The following changes in the share capital of
the Company took place during the period from
16 December 1999 (date of incorporation) to
31 March 2001:

CY

(b)

The Company was incorporated on 16
December 1999 with an authorised
share capital of HK$100,000 divided into
1,000,000 ordinary shares of HK$0.1
each, all of which were allotted and
issued nil paid on 21 January 2000.

Pursuant to written resolutions of the
sole shareholder of the Company
passed on 27 March 2000:

(i) the authorised share capital of the
Company was increased from
HK$100,000 to HK$1,000,000,000
by the creation of an additional
9,999,000,000 new ordinary
shares of HK$0.1 each. The new
shares rank pari passu in all
respects with the existing shares;

(ii) as consideration for the
acquisition of the entire issued
share capital of Skyworth Digital
Technology (Holding) Company
Limited and its subsidiaries, the
directors were authorised to allot
and issue an aggregate of
1,499,000,000 ordinary shares,
credited as fully paid under the
Group Reorganisation which took
place on 27 March 2000; and

24.

B A ()

RAFRBAR —IIFEFZA+NHE
(R ) 2 —FF —F =1 =+
— H WM 28 am T

(a) AAFR—ILIIEFZA+FN
H sk sor > a2 B4R £ 100,000
#& 5T > 43 51,000,000 % 15 % 1A (E
0.1 Tz HE W E R _FE
FHE—H Z+— H LRSS
AW B e B AT o

(b) MBEAXFME—-BRRA-FEE
K e o ol = TR e TR
=

iy A& 2 & F B H W
9,999,000,000 /i 4 % i {4
0.19 70 2 37 8 8 > vk o
Ji % 1 100,000 7T 34 fin =
1,000,000,000i 7T 7 % 1
5 07 T ¥ BUA B 2 [
EHE 2

(i) 1E %l B Skyworth Digital
Technology (Holding)
Company Limited K H fff &
2 AR AT A AR
E IR —FFERFE=NH
R EEEM
P E 9% S AT AR
1,499,000,000 & A HE 41 £
Bog 2w &
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24.

Share capital (continued)

(©)

(i)  an amount of HK$100,000
credited to the contributed
surplus account of the Company
arising from the
1,499,000,000 shares in
acquisition of the entire issued

issue of

share capital of Skyworth Digital
Technology (Holding) Company
Limited and its subsidiaries above
was applied in paying up in full
at par value the 1,000,000
ordinary shares, which were
allotted and issued nil paid on 21
January 2000.

Pursuant to a resolution passed in
writing by the sole shareholder at that
time of the Company on 27 March 2000,
the directors were authorized to issue
and allot a total of 550,000,000 shares
of the Company of HK$0.1 each
(including the exercise of the over—
allotment option relating to 50,000,000
shares) at a price of HK$2.07 per share
in connection with the new issue and
placing. On 6 April 2000 and 12 April
2000, the Company issued and allotted
500,000,000 and 50,000,000 shares
respectively at a price of HK$2.07 each.

24. PR 4)

(©)

(iiiy  BAAARZ HHEGRIER
Y B Skyworth Digital
Technology (Holding)
Company Limited & Iff J& 2
Al A2 ER BT IRAS AT 2
1,499,000,000 i i 153 it 1
Z e IR H v 100,000 7T >
P E UL Y BT —
AZ+—H RSB HE L
Wi 8% K %% 47 2 1,000,000/
2 Lo

MR A8 A 2 W) 5 R 2 ME — IROR R
EEFE=ZA -+ LHEBE
T PR 42 0 B S MR R B AT R
K Wi =5 0H DU A R 2,073 6 2
B 4% 847 M T %% 45 1£550,000,000
FE AR 4 ) 4 e T (0. 15 TG 2 A% 17
(G5 45 B A7 (48 %0 I I HE >
50,000,000/ &t fhy) o it —FFEE
FEMANHE -ZEEEMA T
TH s AR A E LA R A02.07 # T
A O - S S
500,000,000/ % 4 % 50,000,000
Je & 43y



25.

Share options

Pursuant to the Company’s share option
scheme adopted on 27 March 2000, the board
of directors of the Company may, at its
discretion, grant options to eligible employees,
including executive directors, of the Company
or any of its subsidiaries to subscribe for
shares in the Company at a price not less than
80% of the average of the closing prices of
the shares on the Stock Exchange on the five
trading days immediately preceding the date
of offer of the options or the nominal value of
the shares, whichever is the higher.

The maximum number of shares in respect of
which options may be granted under the share
option scheme shall not exceed 10% of the
issued share capital of the Company in issue
from time to time and the maximum number of
shares in respect of which options may be
granted to any one employee shall not exceed
25% of the maximum number of shares in
respect of which options may be granted under
the share option scheme.

25.

B

REAR AR _FEFLFE=H _+LH
JIr BR A0 2 i BB RE R > AR A ] 2 ]
REHEM R AN RSB AR 2 G '
IR B (AR T ) 52 AR DA
7D P A3 A %t P RE A TR 52
H AE 6 52 Jiv 2 ~F- 3 Wi i 6 8 0% 2 i 43 TH
B (DU & ) 2 BB A LA 2
JBe s o

R 5 B St O 5T S 452 T R T R
JBE 0y BB A1 AR 2 A IR 3 AT
A2 10% > MATAT— £ 1§ B #ETZ > I B
] R 2 B 4 ) R A5 A I R T
BTz 2 B HE 259 o
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25. Share options (continued) 25. BRE @)
At 31 March 2001, options granted to certain REEE=ZA =1 o R HE
directors of the Company and employees of FhEl AN ESH T ESR LEBRE 2
the Group, pursuant to the share option JBEHE T 52 1% 196,961,000/8% (— A ZAF
scheme, to subscribe for 196,961,000 (2000: F) AR F) 2 R W R AT B
nil) ordinary shares of the Company within the T BHRR a0 R

following exercisable periods were outstanding:

Exercise Number of
Date of grant Exercisable period price share option
EEAH THEHER TEE®% BREA
HK$
V. 3T
25 November 2000 25 November 2001 to 27 March 2010 0.336 55,198,000
EEBE+—H_+HH FEE—-Ft+—H_T+HH=E
“EF—-FEHE=H_++tH
25 November 2000 25 November 2002 to 27 March 2010 0.336 55,950,000
TEEERES+—HA T +HEE ZEFETE+—HFHAE
“EZ—-FZHE=H_++tH
25 November 2000 25 November 2003 to 27 March 2010 0.336 45,640,000
EEBEF—H _+HH FEE=ZF+—H_T+THH=RE
—EF—-FZHF=H_++tH
25 November 2000 25 November 2004 to 27 March 2010 0.336 40,173,000
CEERE+F—H_+HH “FENFE+—H_THHRE
—E—-FZHE=H_++tH
196,961,000
No share options were exercised to subscribe AP TSI S0 S TR AT DL BRI R 4 W) 2

for the shares of the Company during the year. & A3



26.

Share premium and reserves

26. RiIpaBRHHE

Share Surplus Capital  Exchange Accumulated
premium account reserve reserve profits Total
R EE Bk EARBE  EXRE  RHER ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT EWTT  BETT BWTX BETT BWTX
THE GROUP AEH
Balance at 1 April 1999 RS SE
WA —H 2 &k - 2,500 27,529 4,515 558,288 592,832
Reserve arising on Group SREA
Reorganisation i 7t 2 R Al - 99,508 - - (7,002) 92,506
Profit for the year AAE BE i A - - - - 318,338 318,338
Transferred to capital reserve 1t & A R - - 423 - (423) —
Balance at 31 March 2000  RZZEZE=A
ESPA ] - 102,008 27,952 4,515 869,201 1,003,676
Issue of shares BT 1,083,500 - - - - 1,083,500
Expenses incurred in BAT MR A 2 BT
connection with issuing
of shares (45,782) - - - - (45,782)
Exchange differences on TSN T R
translation of amounts EEZENER
of overseas operations - - - (207) - (201)
Loss for the year AEEEH - - - - (61,389)  (61,389)
Transferred to capital reserve 1t & AR i - - 1,322 - (1,322) -
Balance at 31 March 2001 ~ RZZE—F=A
=t-HZ&H 1,037,718 102,008 29,274 4,314 806,490 1,979,804
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Share premium and reserves 26. B nBEREE @
(continued)
Share  Contributed Accumulated
premium surplus profit Total
Rt EE BHEH R R ag
HK$'000 HK$'000 HK$'000 HK$'000
W W W BT
THE COMPANY b N
Surplus arising on Group SEEANEL
Reorganisation by - 1,001,153 - 1,001,153
Capitalisation issue of shares I R S AL
to then shareholders BRI - (100) - (100)
Balance at 31 March 2000 REZEEFE=]]
ES=PA ] - 1,001,053 - 1,001,053
Issue of shares BT 1,083,500 - - 1,083,500
Expenses incurred in connection BAT RO EE 2 B
with issuing of shares (45,782) - - (45,782)
Profit for the year AAE BE i A - - 237 237
Balance at 31 March 2001 RZEE—FE=]]
=t—HZHR 1,037,718 1,001,053 231 2,039,008

BLERHRAE AN 2 m) B AT 2 RS T B AR
AR PR 4R I A U I 2 BB A A
Skyworth Digital Technology (Holding)
Company Limited 2 B %17 Bt A< 48 i {8 5L
FCAth £ 485 JR 5 48R0 2 22

Surplus account represents the difference
between the nominal amount of the share
capital issued by the Company and the
aggregate of the nominal amount of the issued
share capital and other reserve accounts of
Skyworth Digital Technology (Holding)
Company Limited, the subsidiary which was
acquired by the Company pursuant to the
Group Reorganisation.

AR L T A B A AR R R A
£ [ 2 v B R 2 AT B R B )
FLE BB A 2 P B
5,050,000 7t (— F % % 4 : 3,728,000
o) o

Included in the capital reserve are PRC
statutory reserves amounting to HK$5,050,000
(2000: HK$3,728,000) transferred from
accumulated profits as required by the relevant
PRC laws and regulations applicable to the
Group’s PRC subsidiaries.



26.

Share premium and reserves 26. BB REREE )
(continued)
The contributed surplus of the Company AN E 2 E AR AR E A A A
represents the difference between the 3 & H Skyworth Digital Technology
consolidated shareholders’ funds of Skyworth (Holding) Company LimitedZ % & B &R
Digital Technology (Holding) Company Limited Ha BB EEEHETZANABRAE
at the date on which the Group Reorganisation M{E 2 7 # -
became effective and the nominal amount of
the share capital of the Company issued under
the Group Reorganisation.
Under the Companies Act 1981 of Bermuda, MRPEH 5% — LN — A Al AR
contributed surplus is also available for INA] 43 IR T IO o SR T - A DA TR AE B> Jl
distribution to shareholders. However, a AR E IR SOR AR IR AT B B S
company cannot declare or pay a dividend, or R 20 Uk -
make a distribution out of contributed surplus,
if:
(@) the company is, or would after the (@) AR EA TR IR A K A E R
payment be, unable to pay its liabilities B 49 A8 5 1
as they become due; or
(b)  the realisable value of the Company’s (o) AnvEREZEIEETRIM
assets would thereby be less than the DA AR R E B AT oA B Iy
aggregate of its liabilities and its issued i 15 W 2 KB -
share capital and share premium
accounts.
In the opinion of the directors, the Company’s WL AN o IR T IR 2 G
reserves available for distribution to i
shareholders were as follows:
2001 2000
—EE-F “ERERE
HK$'000 HK$'000
BT T 5T T
Contributed surplus B 1,001,053 1,001,053
Accumulated profit Z 5 F 237 —
1,001,290 1,001,053
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27. BRBiAT (BH) ENEEE XK
BERAFHEZHR

27. Reconciliation of (loss) profit before
taxation to net cash inflow from

operating activities

2001 2000
—EE-F CERERLE
HK$'000 HK$'000
BEFT T oo
(Loss) profit before taxation BBl 57 (5 4R i A (47,509) 377,255
Interest income AR A (50,719) (16,499)
Interest expenses BB ¥ 991 6,840
Dividend income Bt B A = (63)
Depreciation and amortisation VEN T
of property, plant and equipment AR VE 1] 52,282 37,528
Amortisation of technical know—how 205 R0 w8k 2 4 8 1,042 -
Loss on disposal of property, & W R
plant and equipment To B 2 s 686 307
Net realised gain on investments in securities HAHRE 2 O BIF R = (1,158)
Unrealised losses on investments in securities  #5H& 2 KRR 1,540 -
Increase in inventories 5z 8 (47,356) (287,869)
Increase in bills receivable JRE i S 4% 2 34 (118,609) (192,426)
Decrease (increase) in trade JEWC R B I HAM 5E
and other receivable 2D (s 85,182 (126,394)
Decrease in amounts due from JRE Wi I 2 )
related companies I Z WA = 29,252
Decrease in amounts due B i R
from directors W = 3,405
Increase in trade and JEA B B I HA
other payable FIE Z 230,167 224,443
Decrease in amounts due to directors JOE £+F 3 5 BT 22 WD - (180)
Decrease in amounts due to related companies i+ B # /A & % IH 2 i - (4,723)
Net cash inflow from operating activities WEER 2 HERANFHE 107,697 49,718




28. Analysis of changes

during the year

in financing

28.

REEBMEBE 2 DM

Unsecured
Share  short-term Minority
capital and loans  Mortgage interests
premium BER loans 2
RARE® EHER REER RRER
HK$'000 HK$'000 HK$'000 HK$'000
E¥FT  EETFT E¥TT BETx
Balance at 1 April 1999 —“UANEEA—HZ &% 2 150,000 11,003 35,125
Issue of shares in subsidiaries T2 0 22 A
to then shareholders prior to e g0
Group Reorganisation O 2 B £ 244,060 - - -
Expenses paid in connection with issuing A B 2 4L
of shares in subsidiaries to then shareholders B3R BT HHE 4 A
prior to Group Reorganisation M 1 S 2 (1,553) - - -
Reserve arising on redemption of the T A T
convertible redeemable shares A B A
in a subsidiary it fi 7,002 - - -
Reserve arising on purchase of non-voting LN VAR &
deferred shares in a subsidiary TR B A 2 B 2,497 - - -
Capitalisation of reserves arising on ERFANEREAZ
Group Reorganisation it (252,008) - - -
Capitalisation of issue of shares to ERRRE AL
then shareholders BIilkd 100 - - -
Issue of shares upon Group IREBEA R ETHR b
Reorganisation 149,900 - - -
Repayment during the year FRERR - (150,000) (841) -
Share of profit for the year A8 ¢ 6 U - - - 2,926
Dividend paid to minority shareholders BYRER (Evd i} - - - (990)
Acquisition of additional interest IR F 2 A - - - (567)
in a subsidiary
Balance at 31 March 2000 “EEREEACZT-H2ER 150,000 - 10,162 36,494
Issue of shares for cash BEBTRK 1,138,500 - - -
Expenses incurred in connection BT 2 X
with issuing of shares (45,782) - - -
Repayment during the year FRERR - - (897) -
Share of loss for the year i A% EER - - - (35,954)
Dividend paid to minority shareholders GYRER (Evd i} - - - (2,748)
Capital contributed by minority DUBRRIER 2 EA (29
shareholders (note 29) - - - 12,500
Balance at 31 March 2001 “EE-RZE+-HZER 1,242,718 - 9,265 10,292
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29. Major non cash transaction 29. XEHBREXRSF
During the year, the Group entered into an RN AR SE M) B — 7 b BB RT L kR
agreement with a minority shareholder to BT — M) A TR 2 A DA AR R A S R
incorporate a subsidiary to be engaged in B R 44k 8% R - 2 Bl T A R 4 0 U
development of computer technology and TR 1) A A ) B AR HC A B 2 0T R
networks in the PRC. The parties involved P Fy B Bt 2 B T8 20 w) HE 25 2 58 1 3K
agreed that the minority shareholder would He

contribute the related technical know—how
developed by himself to the Group as
subscription monies for his equity interests in
the said subsidiary.

30. Pledge of assets 30. EEEKH
At 31 March 2001, the Group’s land and R-EE-F=A=+—H ALEIRME
buildings with an aggregate net book value of {8 4 45 49 19,400,000 T (. EEE
approximately HK$19,400,000 (2000: ££:19,800,000% 7T) Z &= Hh BL A T 4R
HK$19,800,000) and bank deposits of 1T 77 . 36,300,000% JC ( =& % F4F:
HK$36,300,000 (2000: HK$38,600,000) were 38,600,000 70) ¥ E % T 147 1E A
pledged to banks to secure the banking £ | I SRAT R B Ak

facilities granted to the Group.



31. Operating lease commitments

At 31 March 2001, the Group had commitments
payable in the following year in respect of land

31. WEMHNEE

AEFE A H AR
N AT S8 A AL A T ZEL Y R AR S A 2

and buildings under non—cancellable operating b R BT RSN T
leases:
THE GROUP
AEME
2001 2000
— CERRRE
HK$'000 HK$'000
BYFT 5T T
Operating leases AR B A 1 e
which expire: g A
Within one year — N 2,647 135
In the second to fifth years BB AHAE
inclusive (45 B R W 4F) 1,586 1,289
Over five years B A 1,072 -
5,305 1,424
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32. Capital commitments 32. BEREIE
At 31 March 2001, the Group had following NoEEAEZH = B ARG
capital commitments: ARG T
THE GROUP
A EE
2001 2000
—EE—F ZRERA
HK$'000 HK$'000
BT T BT T
Commitments contracted for A THIEA Z 25
but not provided in respect of: H)AEL R 138 A5 7R AfS -
Factory buildings under construction TR E 81,394 1,555
Purchase of other property, W B HoAth 4 2
plant and equipment W75 M vk A 19,113 16,129
100,507 17,684
Commitments authorised but SEIRIZIEPN
not contracted for: HEIP S/
Investment in associate and RN E R &
other investments HAb# & 21,776 -
Factory buildings under 15 £ 7 = 547
construction
Purchase of other property, plant W H A 2
and equipment W75 M vk A - 2,598
21,776 3,145
122,283 20,829




33.

Contingent liabilities

At 31 March 2001, the Group had the following
contingencies:

(a)

As a result of its ongoing field audit of
Skyworth (Group) Company Limited
(“Skyworth (Group)”), the Hong Kong
Inland Revenue Department (“HKIRD")
has raised assessments and additional
assessments (“Assessments”) on
Skyworth (Group) in the aggregate sum
of approximately HK$183,091,000 in
respect of technical and other service
related fees received by Skyworth
(Group) from its fellow subsidiary 3l
A4 — RGB &+ f1 fR A W Shenzhen
Chuangwei — RGB Electronics Co., Ltd.
during the period from 1 April 1994 to
31 March 2000; such Assessments
being on the basis that such income of
Skyworth (Group) was sourced in Hong
Kong.

The directors consider that this income
was sourced in the PRC and have made
full provision for the relevant PRC taxes
in the financial statements. Accordingly,
the directors consider that the income
was sourced outside Hong Kong and
should not be chargeable to Hong Kong
Profits Tax. On this basis, and having
taken professional advice, on 3 July
2001, Skyworth (Group) lodged an
objection to HKIRD in respect of the
Assessments. Then on 16 July 2001
HKIRD issued notices holding over
HK$118,958,000 of the Assessments
pending completion of the field audit but
requiring that the balance be paid on or
before 30 July 2001.

33.

HREE

L . SVES I Y AU Pa
SR

(a) MAFEBBER (IHFEBBR]) HA
MEEBARA A (TRI4ELE]) 2
RETMEEZHE R - FBBRD
A B A A AR % — Ju i AR
A-HEZXXRE==+—
H 1A [ ) 3L B 8 2 w6 A A -
RGBE F 1 MR 4 &) il B 2 424l J2
FCAth A 55 AR BRI A AT B e R
SAEEBL ([RZ2 55T 8L 1) 2 B A
183,091,000% 7T ; #% %5 FE AL 2 FH
WBHAIMEEE Y ZEWRA TR A
Fiso

T LTI DI P K R
WA BSR4 B 2 B B TE A U
HAB o R > RS RAIEIRATY
8 Hs LA S A HE R AT
Bz o FEIL > WARIEHEERT R
% AMEEER - EE LA =H
RZ A R B BB R R o
% > FEBRHIN - EE LA
H o8 W 4% B0 o2 % 5P Bl L
118,958,000 o2 31 > A E b
A SE 1L (AT B4
LA =4 Bl mi kA B Bk R
%‘ﬁ o
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33.

Contingent liabilities (continued)

In any event, at the time of listing of the
shares of the Company on The Stock
Exchange of Hong Kong Limited, the
then executive directors and a then
shareholder of the Company indemnified
the Company and its subsidiaries for any
subsequent assessments of taxation
made by HKIRD in respect of any profits
generated in any period prior to 31
October 1999. On this basis, the
directors have estimated that in the
event that the Assessments were
enforced against Skyworth (Group)
approximately HK$164,264,000 would in
any case be recoverable under the
indemnity arrangements.

Notwithstanding the indemnity, however,
it remains the intention of the directors
to continue to contest vigorously the full
amount of the Assessments and also
any further assessments that may be
raised by the HKIRD in respect of such
income for periods subsequent to 1 April
2000.

Based on the above Assessments, the
calculated effect for the period covered
from 1 November 1999 to 31 March
2000 amounted to approximately
HK$20,000,000. On the same basis, the
calculated effect for the year ended 31
March 2001 would amount to
HK$52,000,000. Accordingly, the total
effect for the period from 1 November
1999 to 31 March 2001 would amount
to HK$72,000,000.

33. HARBE @)

AR R 2 A T B s W 45 28 5 T T
PR A ETTIRE » AN Bl H IR 2 A T
F R —E R R AR 4y 7] S
B A A BURE— SUULE A
= H Z BT A ] AR 2 AT AT i
T ZE AR 2 ATAT RS GTREAE L B0
PRaE o PRI - FEE > K
B Wl 20 A8 0 R 5 T 40164, 264,000
WInZ BFH > RIARPERE AR TP
S 3 (AT ] 4 e A B A

HESR AT I AR © SRTT - 34T
U SR 2 2 S
R B A R —
FI L 30 ] 2 2% WA T Bt 2
HARERL -

FIRFZEFR > A—UET—A
—HECRBEZAEZ A =+ —HIAM
2R A 20,000,000 # G ©
[DRIRbIIEr 2 R e S ey |
=+—HZ#% % 52,000,000 i
JC o Ht > B—ULUVE—H—H
BIEREFF ] Z—H 22
% 72,000,000 # T -



33.

34.

Contingent liabilities (continued)

Accordingly, although, as at the date of
approval of these financial statements,
the directors cannot determine with
certainty the outcome of this matter, no
provision for Hong Kong Profits Tax on
technical and other service related fees
received by Skyworth (Group) either in
respect of the Assessments or in
respect of the year ended 31 March
2001 has been made in the financial
statements.

(b) At 31 March 2001, the Company has
executed certain corporate guarantees
to banks in respect of credit facilities
granted to a subsidiary to the extent of
HK$237,100,000 (2000: HK$237,100,000).

Retirement benefits scheme

Prior to 1 December 2000, the Group has
established a defined contribution retirement
benefit scheme (“Defined Contribution
Scheme”) for all qualifying employees in Hong
Kong. The assets of the scheme are held under
provident funds managed by independent
trustees. The Group and its employees are
each required to make contributions to the
scheme calculated at 5% of individual
employee’s monthly basic salary. The
employees are entitled to the whole of the
employer’s contributions and accrued interests
thereon after completion of 10 years’ service,
or at a reduced scale after completion of 3 to
9 years’ service.

33. HARBE @)

34.

PRI - I 9K 7 o A b B Rk 3R H
W1 o FE SIS RESE A E LU 2 S
R o ARSI R R A PO AL % 55 T
M oFE = = LR
AT 2z 43 it s At I 5 A BRSSO
E B 5 0 2 1A A1 AT ] A 34 5 4%
o

(o) ROFFEAE=ZA=Z+—H>AR
A 5 BB 4 B T A R e R AT A
W25 T\ 7 £5237,100,000 %
J6 (. F R EF 4 237,100,000

Jo) °
EARERGE

R RET A —H ZHE AL B R
A1 A% A s AR E T AR RAR A
FtE) (2 BmAEEEr# ) - et 8 2 & &
Tih B ERE N AR - A%
P LA B A B 3 2 1w A R R AR
fifl I8 B 2 F A Bi5%st F o 1§ B T ik i
B 1 104 1% - HERUIR £ 4 A At sk I 2 =t
i o SR RS 3% 94F 4% - e AR A LL 91 TiX
TR O Sk £
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34.

Retirement benefits scheme
(continued)

With effective from 1 December 2000, the
Group has joined a Mandatory Provident Fund
Scheme (“MPF Scheme”) for all employees in
Hong Kong and all the assets of the Defined
Contribution Scheme has been transferred to
the MPF Scheme. The MPF Scheme is
registered with the Mandatory Provident Fund
Scheme Authority under the Mandatory
Provident Fund Schemes Ordinance. The
assets of the MPF Scheme are held separately
from those of the Group in funds under the
control of an independent trustee. Under the
rule of the MPF Scheme, the employer and its
employees are each required to make
contributions to the Scheme at rate specified
in the rules. The only obligation of the Group
with respect of MPF Scheme is to make the
required contributions under the Scheme. The
pension cost charged represents contribution
payable to the funds by the Group at rates
specified in the rules of the schemes. No
forfeited contribution is available to reduce the
contribution payable in the future years.

The PRC employees of the subsidiaries in the
PRC are members of the pension scheme
operated by the PRC local government. The
joint venture subsidiary is required to contribute
a certain percentage of the relevant part of
the payroll of these employees to the pension
scheme to fund the benefits. The only
obligation for the Group with respect of the
pension scheme is the required contributions
under the pension scheme.

34.

RIRENETE )

IR RET AR AERC R
s 2 AR B 2 B ) R R
([ Be 4wk ) - s B ALK Rl 2 iy
A EE © S AR AR At e A R
T AR AR 0 ] R 28 A < ) AR S 5 o) A
N E R B R FE M o A — 572 REA
ZIESTERHIT W B R 2 E A AR
P 2 S o B AR AT o AR o B < ) 2 A
R AE - M = B AR B 23 1l 5 AR % AR
R AE 2 BRI A EE e AAE ER
58 0 4wl B 2 e — BT Y AR B R AL A
AR o BB AT 2B IR AR T AR 4R T L%
FE# 2 LR s ] 2 R TR e 2
K o f A A JBE NI A T 2 i 2 A RO A b
AT 2 A 3K

H I B > R 2 A B 8 R s
BN B 2 B R Rt B 2 R B o By B
R AR AR A o B B 2 W] AR % 4 (R B
TEA B 2 AT A b R Ak A R
AR o A SR Tl 52 2B P < R 2 o — 3
179 AR AR PR < w31 2 B e



34.

Retirement benefits scheme
(continued)

The aggregate retirement benefit scheme

34. RIKBHETE )

VAT 2 A 5 B B 2 4 AL o ke R
PR AR B (2 BRI it a0 > e st

contributions and pension costs for the Group’s N E
employees, net of forfeited contributions, which
have been dealt with in the income statement
of the Group, are as follows:
2001 2000
—EE-F TR
HK$'000 HK$'000
BYFT W F o
Retirement benefit scheme AR 2R AR
contributions made by the Group e w0t 3K 1,227 586
Forfeited contributions utilised to FVEHE S it 3k 2
offset contributions i it 3K (1612) @)
Pension costs in the PRC o AR AR 4 AR 1,483 1,080
Total retirement benefit B ARE I T
scheme contributions 14t K AR 2,549 1,659

At 31 March 2001, there were no forfeited
contributions available to offset future
employers’ contributions to the scheme.

R EFEEA = H I AEE
B T H AR AT 3 R Bt Bk
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35.

Related party transactions

The Group had entered into the following
significant related party transactions during the

year:

CY

(b)

Certain bank facilities granted to the
Group were secured by guarantees
given by Mr. Wong Wang Sang, Stephen
(“Mr. Wong”), Chairman of the Company,
and the pledge of certain properties
owned by him. For such arrangements,
Mr. Wong charged the Group certain
handling fees totalling HK$3,006,000 for
year ended 31 March 2000 which were
calculated based on the amount of
facilities utilised by the Group. During
the year ended 31 March 2001, the
Group did not utilise any of such
facilities and accordingly, no handling
fees were charged by Mr. Wong under
such arrangements during the year.

The Group paid rental expenses, for
leasing warehouse premise, of
HK$246,000 (2000: HK$322,000) to
Main Sea Development Limited, a
company in which Mr. Wong has
beneficial interests. The rental expenses
were based on a pre-determined
monthly amount.

35. BEALRS

AEBMRAENCESTTIMEALZE
AT

() AEHERZETRITFEEYU
AL Wz ER R R (T3
) R Z AR R B T
SEAE By AR o BB AR Dt Bl B
A E R R R R =
A=+ —HIFEEZET FHE
4 33,006,000k 7T » T3 AR 45 A 5L ]
EEHAH 2 FESEHGRE -BRE %
TAE=A=1— HiLFEHMH
A S B 3l 40 ) AT AT e A AR R L
a2 e 2 A5 8 B AR I B
Az Sl 28 i AT T A 2 -

(o) ALECHHTEEYEMEE
A RS A A SR
A BR2S F S A A 42 B 246,000
J6 (ZF R EAF :322,000%70) <%
EXIEA S WLE S PIR B yiid
EEIE-



35. Related party transactions (continued)

(©)

(d)

In prior year, the Group engaged
Warmtime Development Limited
(“Warmtime”), a company controlled by
Mr. Wong, as the Group’s purchase
agent on an ad hoc basis and no fee
has been charged for the agency
services rendered. The purchases
through Warmtime for such
arrangements were amounted to
HK$87,786,000 for the year ended 31
March 2000. During the year, the Group
did not engage Warmtime as purchase
agent.

The Group paid interest expenses,
calculated at 5% per annum on the
outstanding balance of unsecured
short—term loans, to the then
shareholders of the Group amounting to
HK$5,679,000 for the year ended 31
March 2000. The unsecured short—term
loans from the then shareholders have
been fully repaid during the year ended
31 March 2000 and no such interest
expense was incurred during the year
ended 31 March 2001.

35. BEBEALRE @)

(c)

(d)

A b A A SR T B R A A A
ZHRBEBHRAGRAR ([HEED 1E
T AR AR T B IR I L AR TR
A 37 40 A% 3R S i AT T 2 o
BEZZZZE=ZHA=+—HI
A B9 8 R AR B bl 2 BRI A
2 R W %1 5 87,786,000 T © 4F
A AL I SRR R VR R R
3 -

BE_ZZXFEF=A=+—H1t
A RE > AR B [ ) I 2 B RS AR
KB 35,679,000 7T » T 5 S HE 47
S B A 2 A M R O R AF R 65
W E-HE R =A==+
— H R4 B A 3 2 IROR 2
A SR E 2 R EC
FE—EZH =+ —HIEFE I
MR A A B
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36. Particulars of principal subsidiaries 6. FEMNBLARAER
Particulars of the Company’'s principal MRoFE—F=ZA=+—H- ARAZE
subsidiaries at 31 March 2001 were as follows: TERF & A wIEORHAN T
Issued
and fully
Place of paid share Proportion of
incorporation/ capital/ nominal value of
establishment registered issued capital/
Name of company and operation capital registered capital Principal activities
RAER SMRY/RY  EBRORBRE CEBROREEM TEER
SES-$.1 BA/EMER EBEAEEAIL
%
Shenzhen Chuangwei-RGB PRC Registered 75.5 Manufacture and sale
Electronics Co., Ltd. Ls capital of consumer
BEYIAI4E — RGBE T4 R A Al RMB6,580,000 electronic products
AE A RELNHERF
6,580,0007C A [ BT AN
Skyworth Digital British Virgin Ordinary shares 100 Investment holding
Technology (Holding) Islands HK$893 BB R
Company Limited KBIE LB 5 Preference shares
HK$990
4 893 T
18 5 19907 T
Skyworth Electrical Appliances PRC Registered capital 100 Manufacture of
(Shenzhen) Co., Ltd. LRG| US$13,180,000 consumer electronic
WAETH (RN HR AR A B A products and

13,180,000 ¢

property holding
WEXFETEMR
SRR/ ES



36.

Particulars of principal subsidiaries

(continued)

Name of company
RAER

Skyworth Group (Company)
Limited
A4 4 T A R

Skyworth Industries Limited
AMEEEARA R

Skyworth Packing (Shenzhen)
Co., Ltd.
AR (I AR AR

Skyworth Plastic (Shenzhen)
Co., Ltd.
FAIKETE S (I AR 2R

Skyworth Sales (Hong Kong)
Co., Limited
AAEEFRHEARAA

Place of
incorporation/
establishment
and operation
R KT
SES-$.1

Hong Kong
i

Hong Kong
&

PRC
il

PRC
il

Hong Kong
i

36. FEMBARNER @)

Issued

and fully

paid share Proportion of

capital/ nominal value of

registered issued capital/

capital registered capital Principal activities
BRARME CRORE/ER  FEXER

RE/dERERX EXAEEDHL

Ordinary shares
HK$30,600,000
Non-voting
deferred shares
HK$2,500,000
(note b)
& 48 130,600,000 7t
AR R E e
2,500,000 JC (#£b)

Ordinary shares
HK$500,000
& 48 500,000 7t

Registered capital
US$350,000

AE A
350,000% G

Registered capital
US$2,100,000

AE A
2,100,000% G

Ordinary shares
HK$2
LA Tk 2its 7T

%

100

100

100

100

100

Design and sale of
consumer electronic
products, provision of
consultancy and
management
services and
investment holding

Rit RHEEFET
A LR
IR A AR

Investment holding

SR B

Manufacture of packing
materials

RiE R

Manufacture of plastic
products

RIEWRE &

Trading of consumer
electronic products

KFRTEMES
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36. Particulars of principal subsidiaries

(continued)

Name of company
RAER

Skyworth Multimedia
International Limited
(formerly Prime
Classic Limited)

Skyworth Display Limited
(formerly Winscore
Holdings Inc.)

4 B i A R

Skyworth Broadband
Technology Limited
(formerly Skyworth
Broadband Limited)

Skyworth Computer &
Network Company Limited
(formerly Skyworth
Computers Limited)

Skyworth Information
Technologies Holdings
Limited

Winform Inc.

Place of
incorporation/
establishment
and operation
AL KT
SES-$.1

British Virgin
Islands

£3 VAl

British Virgin
Islands/PRC
EBELHE/

i

British Virgin
Islands

£ 1Al

British Virgin
Islands

£9 1Al

British Virgin
Islands

£9 1Al

British Virgin
Islands/
Hong Kong
EBELHE/
i

36. FEMBARNER @)

Issued

and fully

paid share Proportion of
capital/ nominal value of
registered issued capital/
capital registered capital
EETRAR BRORA/EMR

RE/dERERX EXAEEIL
%

Ordinary share 100
US$1
L@ 1% T

Ordinary share 100
US$1
T@ERk1ET

Ordinary shares 70
Us$100
48 1005 T

Ordinary shares 66.7
HK$37,500,000
and US$10,000

& 48 1§ 37,500,000% 7t
J%10,000% 7T

Ordinary share 100
US$1
TR 1ET

Ordinary share 100
US$1
L@ 1% T

Principal activities

TRRH

Investment holding

Trading of optical
projecting and
display products

TR B LB
8%

Reseach and
development and
trading of broadband
technology related
products

TR E fh 2
B RERLE S

Reseach and
development and
trading of internet
related television
technology and
related products

i B BRI K
HBE R
BB K
BRELE Y

Investment holding

Property holding
ESEE]



36.

Particulars of principal subsidiaries

(continued)

Place of

incorporation/
establishment
Name of company and operation

DNEEH SR

REgwE

Skyworth U.S.A. Inc. United States
of America

F

A4 A R (EID A RAH PRC
(formerly £ 4 B £ i A 5% il
(I AR A )
(i A0 46 0 - B 10 B

36. FEMBARNER @)

(YN A7 B2 7))

Notes:

()

(b)

The Company directly holds the entire
interest in Skyworth Digital Technology
(Holding) Company Limited. The interests of
all other companies are indirectly held by
the Company.

The non-voting deferred shares carry
practically no rights to dividends nor receive
notice of nor to attend or vote at any general
meeting of the relevant company nor to
participate in any distribution on winding up.

None of the subsidiaries had any loan capital
outstanding at 31 March 2001 or at any time during

the year.

Issued
and fully
paid share Proportion of
capital/ nominal value of
registered issued capital/
capital registered capital Principal activities
BRORBRE CBRORE/HEM TEER
BA/EMER EBEAEEAIL
%
Common share 100 Research and
US$1,500 development
9 i 1,500% 7t BF 7 R B
Registered capital 100 Investment holding
HK$50,000,000 BB R
o M A
50,000,000 7t
it
(@) Ay 7 H ¥ 47 Skyworth  Digital
Technology (Holding) Company
Limited 4 #BHE #i o T A H AL AW 2 HE 47
Yy A oy w] A
(b) P S AR S A IR ) B IR A R S

e S BAT B 2 R RO 8 2 3 > I 4
E R 52 2 W 2 JROR R & 300 & %
B T R M RN 15 2 B R o

A RE AR =] = A BB R A R
5 B JBS 2 ML AT A O B AT 2 A5 AT A



