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NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

Accounting policies
Basis of preparation

The unaudited condensed consolidated interim financial
statements are prepared in accordance with Hong Kong
Statement of Standard Accounting Practice (“SSAP”) No.
25 “Interim Financial Reporting”. The accounting policies
and basis of preparation used in the preparation of the
interim financial statements are the same as those used
in the annual audited financial statements for the year
ended 31 March 2001, except that the Group has
changed certain of its accounting policies following the
adoption of the following new or revised SSAPs issued by
the Hong Kong Society of Accountants which are effective
for accounting periods commencing on or after 1 January
2001:

SSAP 9
(revised) : Events After the Balance Sheet Date
SSAP 14
(revised) : Leases (effective for periods commencing
on or after 1 July 2000)
SSAP 28 : Provisions, Contingent Liabilities and
Contingent Assets
SSAP 29 : Intangible Assets
SSAP 30 : Business Combinations
SSAP 31 : Impairment of Assets
SSAP 32 : Consolidated Financial Statements and

Accounting for Investments in Subsidiaries

Other than lease disclosures and the prior period adjustment
as set out below, the implementation of the above SSAPs
did not have a material impact on the Group’s financial
statements.

Leases

In accordance with SSAP 14 (revised), the total future
minimum lease payments are disclosed instead of annual
payments to be made during the next year under non-
cancellable operating leases.

Prior period adjustment

Goodwill/negative goodwill represents the excess/shortfall
of the cost of an acquisition over the fair values of the
Group’s share of the underlying net assets of the acquired
subsidiaries at the date of acquisition. In previous years,
goodwill/negative goodwill was eliminated against/credited
to reserves in the year in which it arose.

With effect from 1 January 2001, with the introduction of
SSAP 30, the Group adopted an accounting policy to
recognise goodwill as an asset which is amortised on a
straight-line basis over its estimated useful life. Negative
goodwill will be presented as a deduction from assets
and will be released to profit and loss account based on
analysis of the circumstances from which the balance
resulted.
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The Group has taken advantage of the transitional provisions
in SSAP 30 and the goodwill/negative goodwill that arose
from acquisitions prior to 1 January 2001, which has
been previously eliminated against/credited to reserves,
has not been retrospectively restated under the new
accounting policy. Therefore, goodwill arising on acquisitions
prior to 1 January 2001 is held in reserves and will be
charged to the profit and loss account at the time of
disposal of the subsidiaries, or at such time as the
goodwill is determined to be impaired. Negative goodwill
arising on acquisitions prior to 1 January 2001 is held in
reserves and will be credited to the profit and loss
account at the time of disposal of the relevant subsidiaries.

As the Group had not previously followed a policy of
recognising impairment losses in respect of goodwill
eliminated against reserves, implementation of SSAP 31
is treated as a change in accounting policy in accordance
with SSAP 2 “Net Profit or Loss for the Period, Fundamental
Errors and Changes in Accounting Policies” and is
applied retrospectively in accordance with the transitional
provisions of SSAP 30. As a result, the goodwill arising
from the acquisitions of subsidiaries in the prior periods
was determined to have been impaired prior to 31 March
2001. The effect of this change in the accounting policy
is to increase the accumulated losses and the capital
reserve as at 1 April 2001 by approximately HK$773,000
(note 14).

Segment information

An analysis of the Group’s turnover and contribution to
profit/(loss) from operating activities by principal activity
and geographical area of operations for the period ended
30 September 2001 is as follows:

BHEH BEEBRA, (FB) 25/
Contribution to profit/(loss)
from operating activities
BEAA=THLEXEAR
For the six months
ended 30 September

Turnover
BEAA=+HLEXEAR
For the six months
ended 30 September

—BE-—fF —BEREF —E2B-—fF —BEREF
2001 2000 2001 2000
(REEZ (REEZ

(REBEX) REZ) (REEZ) REZ)
(Unaudited (Unaudited

(Unaudited) and restated) (Unaudited) and restated)
T # T T % T % T F#
HK$’000 HK$’000 HK$’000 HK$’000
25,393 12,441 (8,995) (3,188)
1,150 1,324 1,018 1,241

836 - (706) -

- - (9,235) 404
27,379 13,765 (17,918) (1,543)
24,664 13,765 (12,545) (1,543)
2,715 - (5,373) -
27,379 13,765 (17,918) (1,543)
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Amounts of HK$10,517,500 and HK$10,157,500 representing
the value of marketable securities sold and purchased
were included in turnover and cost of sales respectively
in the unaudited consolidated interim results of the Group
for the six months ended 30 September 2000. The
Directors redefined the Group’s core business and concluded
that the trading of marketable securities do not form part
of the Group’s principal activities. Accordingly, these
items were reclassified to other revenue for the prior

B2 period interim results. In the opinion of the Directors,
these reclassifications in the financial statements provide
a better presentation.

3. HftlA 3. Other revenue
BZAA=+HILEAEA
For the six months
ended 30 September
—EE—F —EEEF
2001 2000
(REER) CREEERES)
(Unaudited
(Unaudited) and restated)
T #H L T #H L
HK$’000 HK$’000
B A Interest income 1,832 1,971
& 2 A Dividend income 161 -
PERBRE ZWE Gain on disposal of short term investments - 361
Hh Others 55 3
2,048 2,335
4. REEKEIR 4. Loss from operating activities

AEBZREXRFHECMETIIIER ¢

The Group’s loss from operating activities is arrived at
after charging the following:

BZEZAA=+HLAEA
For the six months
ended 30 September

—EE—F —EEEF

2001 2000

(REER) (REBER)

(Unaudited) (Unaudited)

F#H T F#H T

HK$’000 HK$’000

e Depreciation 2,242 685

72 8 Amortisation of goodwill 198 -

BT S0 5 8 8 Amortisation of know-how 596 -
RHKRELNTEE Loss on changes in fair value

W EE of short term investments 3,125 -

5. @MERX 5. Finance costs

BEAA=+HLEXEAR
For the six months
ended 30 September

—EE-F —BEEF
2001 2000
(FREE%) (FREE%)
(Unaudited) (Unaudited)
T HE T T HE T
HK$’000 HK$’000
ARAFRBHEER Interest expenses on bank loans,
ZIRITER  BEXR overdrafts and other borrowings
HEmERzFEREZ wholly repayable within five years 3,041 2,966
HEZEM Hire purchase charges 23 24

3,064 2,990
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Tax

No provision for Hong Kong or overseas (including PRC)
profits tax has been made as the Group did not generate
any assessable profits during the Period (2000: Nil).

Dividend

The Directors do not recommend the payment of any
interim dividend for the six months ended 30 September
2001 (2000: Nil).

Loss per share

The calculation of the basic loss per share is based on
the net loss from ordinary activities attributable to
shareholders for the Period of approximately HK$18,065,000
(2000: HK$4,533,000) and the weighted average number
of 1,364,926,753 (2000: 986,869,048) ordinary shares in
issue during the Period.

Diluted loss per share for the six months ended 30
September 2001 and 2000 has not been presented as the
effect of the assumed conversion of the share options
and convertible notes of the Company during these
periods was anti-dilutive.

Fixed assets

The factory premises located in Yangzhou, the PRC with
a carrying value of approximately HK$10,213,000 are
included in fixed assets. The Group has not yet obtained
the land use right of the land on which the factory
premises are built. As at the balance sheet date, the
directors are in the process of negotiating with the
landlord for the terms of land use right.

Trade receivables

The Group’s credit terms granted to customers of Chinese
and other medicines, health products and dried seafoods
range between 30 to 60 days. Its credit terms granted to
customers of pharmaceutical products in the PRC range
between 60 days to 90 days. The aged analysis of trade
receivables is as follows:

= s =
ALB=+H =HA=+—8
30 September 31 March
2001 2001
(RRER) (RE®R)
(Unaudited) (Audited)
F#H T T #H T
HK$’000 HK$’000

968 1,641

568 1,881

1,079 408

2,615 3,930

Due from intermediate holding companies

(@) The amount of approximately HK$1,720,000 due
from Tin Ming Management Limited (“Tin Ming”) is
unsecured, bears interest at prime rate plus 1% per
annum and will be due on 28 March 2002.

(o) The amount of approximately HK$2,118,000 due
from Hong Tau Investment Ltd. (“Hong Tau”)
represented the sharing of the financial restructuring
costs by Hong Tau. The amount is unsecured,
interest-free and the Company has agreed to extend
the repayment date from 28 September 2001 to 28
March 2002.
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12. Trade and bills payables

follows:

1 - 3 months
4 - 6 months
7 — 12 months
1 -2 years
Over 2 years

13. Share capital

Authorised:
3,000,000,000

(31 March 2001: 3,000,000,000)
ordinary shares of HK$0.10 each

Issued and fully paid:
1,383,396,698

(31 March 2001: 1,253,396,698)
ordinary shares of HK$0.10 each

—EE-F
ALB=+H

30 September
2001
(RBER)
(Unaudited)

F# T

HK$’000

7,250
759
67
452
6,498

15,026

= i
AB=+H

30 September
2001
(REER)
(Unaudited)

F & T

HK$’000

300,000

138,339

The aged analysis of trade and bills payables is as

=
=ZA=+-—H
31 March
2001
(RE®R)
(Audited)

T H T
HK$’000

4,832
392
142
359

6,490

12,215

(Audited)
% T
HK$’000

300,000

125,339

A summary of the movement in the issued share capital

of the Company during the Period is as follows:

At 1 April 2001

Shares issued on conversion of
Creditor Convertible Note

At 30 September 2001

ZRKRHE
Number of
ordinary shares

1,253,396,698

130,000,000

1,383,396,698

ERTRAZR
Issued and
fully paid
(REER)
(Unaudited)
F#H T
HK$’000

125,339

13,000

138,339
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Pursuant to a creditor restructuring agreement dated 29
February 2000 entered into between the Company and a
creditor, the Company agreed to issue to the creditor a
convertible note (Creditor Convertible Note) in an aggregate
principal sum of HK$13 million which could be convertible
at an exercise price of HK$0.10 per share. The Creditor
Convertible Note was issued to the creditor on 27 April
2000 following the approval by the shareholders on 25
April 2000 and the fulfillment of certain other stipulated
conditions. Such Creditor Convertible Note was converted
by the creditor into 130 million ordinary shares of the
Company at HK$0.10 each on 27 April 2001.

& 14. Reserves
EXEE EXR®
RHEE i EXfiG BABRE R RithE ag
Capital Exchange
Share redemption Capital Contributed fluctuation Accumulated
premium reserve reserve surplus reserve losses Total
(REBR) (REBR)  (REBK)  (REER)  (REBR) (REBR)  (REBK
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
FHA F#L THA THA THA THA TEA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—TT-F At 1 April 2001
MA-H
BEN2R As previously reported 140,362 297 12,278 80,933 6 (87209 (53,409
FIEEER:S Prior period
(H3z1) adjustment (note 1) - - 773 - - (773) -
L As restated 140,382 297 13,051 80,933 6 (288,072) (53,403)
HEEE Loss for the Period - - - - - (18,065) (18,065)
ZTT-F At 30 September 2001
NAZ+E 140,362 297 13,051 80,933 6 (306137 (71,469
EEHEA 15. Pledge of assets
RZZTEZT-—FNA=+H KTEBEZEE At 30 September 2001, the following assets of the Group
TJM$$ ET3zEEEERR : were pledged to secure the Group’s credit facilities:
(a) MEHBRIFEME43,150,000% T (@) Certain of the Group’s investment properties with
ZAREERETHREME K an aggregate carrying value of HK$43,150,000 at
the balance sheet date; and
by AEEBETHERRIZRMD -« #1% - (b) Fixed and floating charges over certain of Group’s
Y% - BERENZEE RZEEMR - subsidiaries shares, undertakings, properties, assets
and rights.
RREE 16. Contingent liabilities
75/‘7 =T —FNA EJr H:  ARARHMET As at 30 September 2001, the Company had given
ETHBARzZMEMMBITEL LD guarantees of approximately HK$50,487,000 (31 March
50 487,000 (ZTE—F=HA=+—H 2001: HK$50,487,000) to banks in connection with facilities
50,487,000 7T) 2R - ZEEREFA granted to certain subsidiaries. The facilities were utilised
#146,532,0008 T (=TT —F=A=+— to the extent of approximately HK$46,532,000 (31 March

H : 47,817,000 ) °

2001: HK$47,817,000).
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17. &I 17. Commitments
(a) HAKRIE (a)  Capital commitments
RZZFEZT—FNA=+H Xx&EEZ At 30 September 2001, the Group had capital
BREAENT : commitments as follows:
L —EBE-—F
hB=+H =B=+—H
30 September 31 March
2001 2001
(REE%) (BREZ)
(Unaudited) (Audited)
T HE T T HE T
HK$’000 HK$’000
BE4 - [EXR{EEE  Contracted, but not provided for 3,995 10,623
B - BRETH Authorised, but not contracted for 8,420 8,420
12,415 19,043
(b) & BAMEKIE (b) Commitments under operating leases
iy RZBEE—FhLA=+H & (i) At 30 September 2001, the Group had total
SBREBEEE 2 T B2 & future minimum lease payments under non-
EHERRRENZKEBEN cancellable operating leases falling due as
REBEWMT - follows:
—BE-—fF
hBA=+H
30 September
2001
(REX)
(Unaudited)
T HE T
HK$’000
T REF : Land and buildings:
TERTF Not later than one year 7,886
BERSF  BTERAEF Later than one year and not later than five years 9,171
17,057
HAOBTHA_ENF - The leases are negotiated for terms of 2 to 4
years.
RZZEZ—FHALA=+H" &K At 30 September 2001, the Company did not
N A A B R AE - have any other significant commitments.
iy MZZET-—F=RA=+-— El (i) At 31 March 2001, the Group had commitments
REFERBIAIHEZLEN under non-cancellable operating leases to make
g @Tﬁrfﬁzgﬁ?‘ﬁu—ﬁ payments in the following year as follows:
—EE-F
=H=+-—8
31 March
2001
(BEX)
(Audited)
T #H L
HK$’000
T RAEFERE Land and buildings expiring:
SFERN Within one year 1,668
FE_EERF In the second to fifth year, inclusive
(EEMFEBEEN) 6,490
8,158

10
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BEALRS 18. Related party transaction

REIER - PEIERAQRTIn Ming 15 During the Period, a loan of HK$1,720,000 which is

ARpal—S(EEBPRFERAKEERFEMN unsecured and bears interest at prime rate plus 1% per

S [E 2 E 1,720,000 7T ° annum, was made by the Company to Tin Ming, an
intermediate holding company.

FHIB Rk Z g 19. Approval of the interim financial statements

NERGEEFHVERERER_ZEZT—F These condensed consolidated interim financial statements

+ZAt+RAEEE=TSHE - were approved by the Directors on 15 December 2001.
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