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CORPORATE INFORMATION

The principul uctivity of the Compuny is investment holdiny. The principle uctivities of the Group consist
of the desiynh, munufucture und sule of DC switches, AC switches, jucks, AC sockets und speuker
terminuls, ull of which ure busic components commonly used in electricul appliunces und electronic
products such as audio, video, und telecommunications equipment, toys and computers. There were
no significant changes in the nature of the Group’s principal uctivities during the yeuar,

The Compuny is u subsidiury of Bright Asia Holdings Limited, u compuny incorporuted in the British
Virgin Islands, which is considered by the directors to be the Compuny’s ultimute holding compuny.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These finuncial statements have been prepured in uccordunce with Hong Kony Statements of Standard
Accountinyg Pructice ("SSAPs”), uccountiny principles yenerully uccepted in Hony Kony und the
disclosure requirements of the Hong Kongy Compunies Ordinance. They huve been prepured under
the historical cost convention, except for the revaluation of certain fixed ussets as further explained
below.

Basis of consolidation

The consoliduted finunciul statements include the finunciul stutements of the Compauny und dll of its
subsidiuries for the yeur ended 30 September 2001. The results of subsidiuries ucquired or disposed of
during the yeur ure consoliduted from or to their effective dutes of ucqyuisition or disposdl, respectively.
All sighificunt intfercompuny frunsuctions und bulances within the Group ure eliminuted on
consolidution.

Revenue recognition
Revenhue is recoyhised when it is probuble thut the economic benefits will flow to the Group und
wheh the revenue cun be meusured reliubly, on the followiny buses:

- from the sule of goods, when the significant risks and rewards of owhership have been transferred
to the buyer, provided that the Group muintuins heither munagerial involvement to the deyree
usuully ussociuted with ownership, nor effective control over the yoods sold; und

- interest income, on u time proportion busis, tuking into uccount the principul outstunding und
the effective interest rate upplicuble.

Subsidiaries
A subsidiury is u compuny in which the Compuany, directly or indirectly, controls more thun 50% of its
voting power or issued share cupitul, or controls the composition of its bourd of directors.

Interests in subsidiaries are stated at cost unless, in the opinion of the directors, there have been
impuirments in values, other than those considered to be temporary in hature, when they are written
down to vulues determined by the directors.

Fixed assets and depreciation
Fixed ussets, other than investment properties, ure stated at cost or valuation less uccumuluted
depreciution.

The cost of an usset comprises its purchase price und uny directly attributable costs of bringing the
usset to its working condition und locution for its infended use. Expenditure incurred ufter the fixed
ussets have been put intfo operation, such us repuirs und Muintfenunce, is normally charged to the
profit und loss uccount in the period in which it is incurred. In situutions where it cun be cleurly
demonstruted thut the expenditure hus resulted in un increuse in the future economic benefits
expected to be obtuined from the use of the fixed usset, the expenditure is cupitulised us un additional
cost of that usset.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fixed assets and depreciation (Continued)

Chunyes in the values of fixed ussets ure dedlt with us movements in the usset revaluation reserve. If
the reserve is insufficient to cover u deficit, on un individuul usset busis, the excess of the deficit is
churged to the profit and loss uccount. A subseyuent revaluution increuse is recoynised us income to
the extent thut it reverses u revuluution deficit of the sume usset previously charged to the profit und
loss uccount. On disposul or retirement of u revulued usset, the uttributable revaluation reserve not
previously dedlt with in retuined profits is transferred directly to retuined profits.

Depreciution is culculuted on the struight-line busis to write off the cost or vuluation of euch usset
over the followiny estimuted useful lives:

Leusehold lund und buildings Over the leuse terms
Leusehold improvements 3 yeurs
Moulds, plant and machinery 3 yeurs
Furniture, office equipment und motor vehicles 3 yeaurs

In prior years, leusehold improvements, moulds, plant and machinery, and furniture, office equipment
unhd motor vehicles were depreciuted over their then estimated useful lives of 5 yeurs. During the yeur,
the estimated useful lives for the remuining items have been revised to 3 years. In the opinion of the
directors, the useful lives of these ussets ure more accurutely reflected by the udoption of the revised
estimute. Hud their estimated useful lives remuined unchanged from the previous yeur, the depreciution
churyges for the yeur would have been reduced by approximately HKS$12.1 million.

The yuin or loss on disposul or retirement of u fixed usset recoyghised in the profit and loss account is
the difference between the het sdles proceeds und the currying umount of the relevant usset.

Where, in the opinion of the directors, the recoveruble umounts of fixed ussets have declined below
their currying umounts, provisions aure maude to write down the carrying umounts of such ussets to their
recoveruble umounts. Recoveruble umounts ure hot determined using discounted cush flows.

Investment properties

Investment properties ure interests in lund and buildings in respect of which construction work aund
development have been completed, und which ure intended to be held on u lony term busis for their
investment potentiul. Such properties ure hot depreciuted und ure stated at their open market values
oh the busis of unnuul professionul vuludtions performed ut the end of euch financiul yeur. Chunyes
in the values of investment properties ure dedlt with us movements in the investment property
revuluution reserve. If the totul of this reserve is insufficient to cover u deficit, on u portfolio busis, the
excess of the deficit is churged to the profit und loss uccount.

Upon the disposul of un investment property, the relevunt portion of the investment property revaluation
reserve reulised in respect of previous vuluutions is releused to the profit und loss uccount.

Investments

) Held-to-muturity securities ure redeemauble ut fixed dutes, ure intended to be held to maturity
und ure stated ut amortised cost less provisions for diminutions in values, on an individual
investment busis. Amortised cost is cost plus or minus the cumulative amortisation of the difference
between the purchuse price und the mauturity amount. Provisions for impuirment ure mude when
currying umounts ure not expected to be recovered und ure churygyed to the profit und loss
uccount for the period in which they urise.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments (Continued)

(i) Investment securities ure investments in securities infended to be held on u continuing struteyic
or lony term purpose. Investment securities are stated at cost less auny provisions for diminutions
in values other thun those considered to be temporary in hature, us determined by the directors.

(iiiy  Securities investments, other thun investment securities und held-to-muturity securities, are
clussified us other investments und are curried at their fair values, which represent the market
prices or quoted murket prices us ut the bulunce sheet dute. The uhredlised guins or losses
arising from changes in the fuir values of the other investments ure included in the profit und loss
uccount for the period in which they arise.

(iv)  Equity-linked bonds ure debt securities with a residual maturity within one year, whose return is
linked to the share price performance of u certuin Hony Kony or overseus listed reference equity.
The Compuny purchuses such equity-linked bonds ut u discount und receives the full hominul
umount of the bond (the *Nominul Value”) ut the muturity dute, provided thut the closing price
of the purticulur reference eyuity on the muturity date is ubove the Nominul Vulue. If the closing
price of the reference eyuity on the muturity dute is at or below the Nominal Value, the Compuny
is obliged to redeem the equity linked bonds in exchaunge for shures in the underlying reference
eqyuity.

The equity-linked bonds are stated ut the lower of the cost of the bonds plus the cumulutive
umortisation of the difference between their purchuse price und the Nominal Vulue at the
muturity date. Where d loss oh redemption is unticiputed due to the yuoted market price of the
purticular reference eqyuity ut the bulunce sheet dute huving fullen below the Nominul Vulue,
provisions ure mude for uny portion of the bonds’ currying value which is not expected to be
recoveruble. The het guins or losses so drising ure credited or charged to the profit and loss
uccount for the period in which they urise.

Inventories
Inventories ure stuted ut the lower of cost und het reulisuble vulue. Cost is determined on the first-in,
first-out busis und, in the cuse of work ih progress und finished goods, comprises direct muteridls,
direct lubour, subcontfructing charges und un appropriate proportion of overheuds. Net reulisuble
vdlue is bused oh estimuted selling price less uny further costs expected to be incurred to completion
und disposul.

Pension schemes

The Group operutes u defined contribution Mundutory Provident Fund retirement benefits scheme
(the "MPF Scheme”) under the Mundutory Provident Fund Schemes Ordinunce for those employees
who ure eligible to purticipute in the MPF Scheme. The MPF Scheme becume effective from 1
December 2000. Contributions ure mude bused oh u percentuyge of the employees’ busic suluries
und ure churged to the profit und loss uccount us they become puyuble in uccordunce with the
rules of the MPF Scheme. The ussets of the MPF Scheme ure held sepurutely from those of the Group in
unh independently udministered fund. The Group’s employer contributions vest fully with the employees
when contributed into the MPF Scheme.

Operating leases

Leuses where substuntiully dll the rewards und risks of ownership of ussets remuin with the lessor are
uccounted for us operating leuses. The rentuls upplicuble to such operating leuses ure charged to
the profit und loss account on the straight-line bausis over the leuse terms.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred tax

Deferred tux is provided, using the liubility method, on ull sighificunt timiny differences to the extent it
is probuble that the liability will crystdllise in the foreseeuble future. A deferred tux usset is hot recoynised
until its redlisution is ussured beyond reusonuble doubt.

Foreign currencies

Foreigh currency trunsuctions ure recorded ut the upplicuble rutes of exchunhye ruling ut the
fransuction dutes. Monetury ussets und liubilities denominated in foreign currencies ut the bulunce
sheet dute ure trunsluted ut the upplicuble rutes of exchunge ruling ut that date. Exchange differences
ure deult with in the profit und loss uccount.

On consolidation, the amounts in the financial statements of overseus subsidiaries are translated into
Hony Konhy dollurs ut the upplicuble rutes of exchunge ruling at the bulance sheet dute. The resultinyg
franslation differences ure included in the exchange fluctuution reserve.

Related parties

Parties ure considered to be reluted if ohe purty has the dbility, directly or indirectly, fo control the
other purty, or exercise sighificunt influence over the other purty in making financiul und operating
decisions. Purties ure ulso considered to be reluted if they ure subject to common control or common
significant influence. Reluted parties muy be individuals or corporute entities.

Cash equivalents

For the purpose of the consoliduted cush flow statement, cush eqyuivalents represent short term highly
liguid investments which are readily convertible intfo knowh umounts of cash und which were within
three months of muturity when ucquired, less udvances from bunks repuyuble within three months
from the dute of the udvunce.

For the purpose of bulunce sheet clussification, cash equivalents represent ussets similar in nature to
cush, which ure nhot restricted to use.

RELATED PARTY TRANSACTIONS

Duriny the yeur, the Group puid rentul expenses of HK$480,000 (2000: HK$960,000) to u reluted compuny
in which Mr. Chow Tuk Hunhy, u director und substuntial shareholder of the Compuny, ulso holds u
directorship und u beneficiul shureholding. The rentul wus puid in respect of u director’s quarters und
has been included us part of the directors’ remuneration detdiled in hote 6 to the financiual statements.
The monthly rentul wus determined with reference to open market rentdls in respect of similar leused
premises.

Detuils of personul guuruntee executed by u director of the Compuny for the benefit of the Group
ure set out in hote 19 to the finunciul stutements.

TURNOVER
Turnover represents the invoiced vulue of yoods sold, net of frude discounts and returns, und ufter
elimination of infru-Group fransuctions during the yeur,
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PROFIT/(LOSS) FROM OPERATING ACTIVITIES
The Group’s profit/(loss) from operuting activities is arrived at ufter charyging/(crediting):

2001 2000
HK$°000 HKS 000
Cost of inventories sold 138,803 133.217
Auditors’ remunerution 601 550
Depreciation 24,764 14,287
Stuff costs (including directors’ remuneration — note 6)
Suluries und wuyes 28,778 30,944
Pension scheme conftributions 394 -
29,172 30,944
Operuting leuse rentuls on lund und buildings 269 340
Provision for obsolete und slow-moviny inventories 460 2,364
Provision for bud und doubtful debts 3,032 1,791
Deficit on revuluution of leusehold lund und buildinys 5,564 14,040
Deficit on revuluution of investment properties = 770
Loss on write off of fixed ussets 1,232 -
Exchunye losses, net 512 -
Unreulised loss on listed equity investment 856 =
Unreulised guin on unlisted debt securities (506) —
Loss/(guin) on disposul of fixed ussets (¢)) 262
Interest income (5,969) (6,320)

The cost of inventories sold includes un umount of HK$38,943,000 (2000: HK$40,260,000) reluting to
direct stuff costs, provision for obsolete und slow-moviny inventories und depreciation of the
munufacturing ussets, which are dlso included in the respective totul umounts disclosed ubove for

euch of these types of expense.

DIRECTORS’ REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES

The director’s remunerution disclosed pursuunt to the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchunhye of Hony Kony Limited (the “Stock Exchunge”) und Section 161

of the Honhy Konhyg Compuhies Ordinunce is us follows:

2001 2000
HK$’000 HKS 000
Fees:

Executive directors - -
Independent hon-executive directors 300 240

Others emoluments puid und puyuble to executive directors:
Busic sularies, housing, other allowances and benefits in kind 4,520 5,360
Pension scheme contributions 45 -
4,865 5,600
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DIRECTORS’ REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES (Continued)

In addition to the ubove remuneraution, u total of 18,500,000 shure options to subscribe for ordinury
shures in the Compuny were granted to the directors of the Company during the yeuar. In the ubsence
of u reudily avuiluble murket value for share options on the ordinary shures in the Compuny, the
directors were unuble to drrive ut un uccuraute estimated monetury value of the share options yranted.
Accordingly, ho vulue hus been included in the directors’ remunerution in respect of the share options
ygrunted during the yeuar,

The humber of directors whose remuneration fell within the following bands is us follows:

Number of directors

2001 2000
Nil — HK$ 1,000,000 8 5
HK$1,000,001 - HK$1,500,000 - 1
HK$1,500,001 — HK$2,000,000 2 -

HK$2,000,001 - HK$2,500,000

There wdus ho aurranhgement under which a director wuived or ugreed to waive uny remuneration during
the yeur.

The five highest puid employees during the yeur included three (2000: four) directors, detuils of whose
remunerution ure set out ubove. The detuils of the remunerution of the remuining hon-director, highest
puid employees ure us follows:

2001 2000

HK$’000 HKS’000

Busic sularies, housing, other allowances and benefits in kind 3,384 1,086
Pension scheme contributions 18 -
3,402 1,086

Number of employees
2001 2000

HK$1,000,001 - HK$1,500,000 - 1
HK$1,500,001 — HK$2,000,000 2 -

During the yeur, no emoluments were puid by the Group to the directors, or the hon-director, highest
puid employees us un inducement to join, or upon joining the Group, or us compensution for loss of
office (2000: Nil).

FINANCE COSTS

2001 2000
HK$°000 HKS$ 000

Interest expense on secured bunk loun 272 =
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8. TAX
Group

2001 2000
HK$°000 HKS 000

Current:
Hony Kony 573 136
Overseus - 2,901
Underprovision/(Overprovision) in prior yeurs (512) 16
Deferred tux - 361)
Tux chuarye for the yeur 61 2,692

Hony Kony profits tux hus been provided ut the rate of 16% (2000: 16%) on the estimuted ussessuble
profits arising in Hohy Kony duriny the yeuar.

No provision for overseus profit tux has been mude us the Group did hot yenerute uny ussessuble
profits arising in the overseus countries in which the Group operautes during the yeur. Durinyg the yeur
ended 30 September 2000, tuxes on profits ussessuble elsewhere were culculated ut the rates of tux
prevdiling in the countries in which the Group operutes.

A subsidiary of the Compuny operuting in the People’s Republic of Chinu (the "PRC") wus exempted
from income tux for two yeurs starting from its first profituble year of operution in 1995 und wus entitled
to u 50% relief from income tux for the following three years under the Income Tux Law of the PRC. The
tfux concession expired in the prior year. During the current year, no provision for PRC income tux wus
made for this subsidiary us it did hot generate any ussessuble profits arising in the PRC.

The movements in the provision for deferred tux were us follows:

Group
2001 2000
HK$°000 HKS 000
At beyinniny of yeur - 361
Write back for the yeur - 361)

At end of yeur = =

The principul components of the deferred tux ussets of the Group und the Compuny hot recoynised
ut the bulunce sheet dute were us follows:

Group
2001 2000
HK$’000 HKS’000
Excess of tux ullowunces over depreciution (1,706) (259)
Tax losses carried forward (518) (464)

(2,224) (723)
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TAX (Continued)

Company
2001 2000
HK$°000 HKS’000
Tax losses carried forward (518) (464)

The revuluution of the Group’s leusehold lund and buildings does nhot constitute u timing difference,
therefore the umount of potentiul deferred tux thereon hus not been yuuntified.

NET LOSS FROM ORDINARY ACTIVITIES ATTRIBUTABLE TO SHAREHOLDERS

The net loss from ordinury uctivities uttributuble to shureholders dedlt with in the finunciul statements
of the Compuny wus HK$24,855,000 (2000: net profit from ordinary activities attrioutable to shareholders
of HK$18,368,000).

EARNINGS/(LOSS) PER SHARE

The culculation of busic eurnings/(loss) per share is bused on the net loss from ordinury activities
uttributuble to shareholders for the year of HK$24,855,000 (2000: net profit from ordinury uctivities
attributable to shareholders of HKS$1,456,000) und the weighted uverage humber of 56,000,000 (2000:
56,000,000) ordinury shares in issue during the year, us udjusted for the consolidution of the share
cupitdl of the Compuny subseyuent to the bulunce sheet dute us detuiled in note 20 to the financial
statements.

No diluted loss per shure is shown for the year ended 30 September 2001 us the effect of the Compuny’s
shure options yranted on 5 October 2000, which were outstunding during the yeur, wus unti-dilutive.
In addition, the exercise price of the share options granted on 16 February 2000, which were outstanding
during the yeur, wus higher than the averuge muarket price of the Compuny’s shures und, accordingly,
there wus ho dilutive effect on the busic loss per share.

No diluted eurninys per shure hus been shown for the yeur ended 30 September 2000 becuuse the
exercise price of the share options outstunding during thut year was higher thun the average murket
price of the Compuny’s shares und, uccordingly, there wus no dilutive effect on the busic eurnings
per shure.
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11. FIXED ASSETS

Group
Furniture,
office
Leasehold Moulds, equipment
Investment land and Leasehold plant and and motor
properties buildings improvements machinery vehicles Total

HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000

Cost or valuution:

At beyinniny of yeur 3,230 27,200 15,800 85,155 6,431 137.816
Additions - 405 - 4,015 53 4,473
Disposuls (3.230) - - (480) @) @.717)
Write off = = (8.774) (3.697) - (12,471)
Deficit on revaluation = (6.205) = = = (6.205)
At 30 September 2001 - 21,400 7,026 84,993 6,477 119,896

Accumuluted depreciution:

At beyinniny of yeur - - 12,618 64,119 4,884 81,621

Provided during the yeur - 641 3,182 19,361 1,580 24,764
Disposuls - - = (467) = (467)
Write off = = (8.774) (2,465) - (11,239
Reversdl upon revuluution - 641) - - = 6471)
At 30 September 2001 - - 7,026 80,548 6,464 94,038

Net book vulue:
At 30 September 2001 - 21,400 - 4,445 13 25,858

At 30 September 2000 3.230 27,200 3,182 21,036 1,547 56,195

Anulysis of cost or vuluution:

At cost = = = 4,445 13 4,458
At 30 September 2001
valuation = 21,400 = = = 21,400

= 21,400 = 4,445 13 25,858
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FIXED ASSETS (Continued)

An anualysis of the valuution of the leusehold lund und buildings of the Group ut the balunce sheet
daute is us follows:

2001 2000

HK$’000 HKS’000

Held in Hony Konyg under medium term ledses 8,200 9.400
Held outside Hony Kony under medium term leuses 13,200 17.800
21,400 27,200

At 30 September 2001, the Group’s leusehold lund and buildings locuted in Hony Kony were revalued
oh un openh market, existing use busis by Custores Magi International Limited ("CMIL”), un independent
firm of professionul valuers, ut HK$8,200,000. A deficit of HK$1,396,000 urising therefrom hus been
charyged to the profit und loss account (nhote 5).

At 30 September 2001, the Group’s leusehold lund and buildings locuted in the PRC were revalued on
un open murket, existing use busis by CMIL, ut HK$13,200,000. A deficit of HK$4,168,000 urising therefrom

has been charged to the profit and loss uccount (hote 5).

Hud the leusehold lund aund buildings been stated at cost less auccumuluted depreciation, the carrying
umount us ut 30 September 2001 would have been HK$46,955,000 (2000: HK$47,556,000).

INTERESTS IN SUBSIDIARIES

Company
2001 2000
HK$’000 HKS’000
Unlisted shares, ut cost 28,434 28,434
Lony term loun to a subsidiary 35,000 35,000
Provisions (45,309) (22,090)
18,125 41,344

The lony term loun to u subsidiary is unsecured, interest-free und the Compuny hus undertuken hot to
demund puyment of the umount involved within one year from 30 September 2001.

The umount due from u subsidiury is unsecured, interest-free und repuyuble on demund.
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12. INTERESTS IN SUBSIDIARIES (Continued)

Particulars of the subsidiuries are us follows:

Place of Nominal value Equity
incorporation/  of issued share/ interests
registration registered attributable to
Name and operations capital the Company Principal activities
2001 2000
Directly held
M S C Holdinys Limited British Virgin US$6,000 100% 100% Investment holdiny
[slands
Indirectly held
Morning Star Industrial Hony Kohy HK$5,000,000 100% 100% Manufucture und
Compuny Limited frading of switches,
jucks, sockets und
speuker terminuls
Extra Rich Development Limited Hony Kohy HK$10,000 100% 100% Property holdiny
Winninygs Unlimited British Virgin US$1,000 100% 100% Dormunt
Limited [slunds
Toppy International British Virgin US$1,000 100% 100% Dormunt
Limited [slands
Binsuk Trading Limited British Virgin US$1,000 100% 100% Dormunt
[slands
M S C Chinu Limited British Virgin US$1,000 100% 100% Dormunt
[slands
Morniny Star (Dohgyguan) PRC HK$35,110,000 100% 100% Muanufacture of
Electronic Co., Ltd. switches, jucks,
sockets und
speuker terminuls
Wing Lee (Switch & Juck) Hony Kony HK$10,000 100% 100% Dormant
Limited
Chinu King Holdings British Virgin US$1,000 100% 100% Investment holdiny
Limited [slands
Oceun World Internutional British Virgin US$1,000 100% 100% Investment holdiny
Limited [slands
Pioneer Rich Intemutionul Hony Kony HK$100 100% 100% Dormant
Limited
Morning Stur Electronics Singupore $$200,000 70% - Trading of
(S) Pte Ltd. switches, jucks,

sockets und
speuker terminuls
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INVESTMENTS
Group Company
2001 2000 2001 2000
HK$’000 HKS 000 HK$°000 HKS 000
Long term investments
Listed held-to-muturity securities,
ut umortised cost - 55,887 - 55,887
Investment securities, at cost:
Equity securities, unlisted 650 650 - -
Deposits for the ucquisition of
investment securities, ut cost 650 - - -
1,300 56,537 - 55,887
Short term investments
Equity-linked bonds - 7.731 - 7.731
Other investments, at fair value:
Debt securities, unlisted 20,985 - - -
Overseus listed eyuity investments 3,273 - - -
24,258 7.731 - 7.731

The fuir value of the unlisted debt securities wus determined bused on quoted market prices.

Equity-linked bonds were debt securities with the return of which is linked to the shure price performunce
of u certuin Hony Kony or overseus listed reference equity.

Held-to-muturity securities represent investment in bonds listed on the New York Stock Exchunge, Inc.
During the yeur, held-to-muturity securities with an amortised cost of HK$55,887,000 (2000: Nil) were
disposed of ut their currying values in response to the directors’ revised risk ussessment in the United
States of Americu.

LONG TERM DEPOSIT
The bulaunce represents u deposit puid in respect of the ucyuisition of certdin lund und buildinys
locuted in Hony Kony, which wus still under development us ut the dute of this report.




NOTES TO FINANCIAL STATEMENTS

30 Seplember 2001

3

15.

16.

17.

18.

WING LEE HOLDINGS LIMITED
ANNUAL REPORT 200 |

INVENTORIES
Group
2001 2000
HK$°000 HKS 000
Raw materials 2,109 4,531
Work in proygress 1,823 3,923
Finished goods 1,489 2,531
5,421 10,985
At 30 September 2001, ho inventories were stuted ut net reulisuble value (2000: Nil).
ACCOUNTS RECEIVABLE
The aged anulysis of the Group’s uccounts receivable is s follows:
Group
2001 2000
HK$°000 HKS 000
Current = 3 months 36,513 46,674
4 — 6 months 2,915 6,445
7 =12 months - 20
39,428 53,139

Puyment terms with customers ure lurgely on credit. Invoices ure hormully puyuble within 90 days of
issuunce, except for certuin well-estublished customers, where the terms ure extended to 120 duys.
The Group seeks fo muintuin strict control over its outstundiny receivubles to minimise credit risk.
Overdue bulunces ure regulurly reviewed by senhior munugement.

CASH AND CASH EQUIVALENTS

Group Company
2001 2000 2001 2000
HK$’000 HKS 000 HK$’000 HKS 000
Cush und bunk bulunces 12,194 13.327 76 6,144
Time deposits 75,742 18,801 - 7.228
87,936 32,128 76 13,372

ACCOUNTS PAYABLE

The aged unulysis of the Group’s uccounts puyuble is us follows:

Group
2001 2000
HK$’000 HKS’000
Current = 3 months 4,771 12.725
4 - 6 months 1 260

7 — 12 months 9 =

4,781 12,985
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BANKING FACILITIES

2001 2000
HK$’000 HKS’000

Secured bunk loun repuyuble:
Within one yeur 887 =
In the second yeur 897 =
In the third to fifth yeuars, inclusive 2,888 -
After five yeurs 4,842 -
9,514 -
Portion clussified us current liubilities (887) -
Lony term portion 8,627 -

At 30 September 2001, the baunking facilities of the Group were supported by:
©) the pledyes of certuin fixed deposits of the Group of HK$4,032,000 (2000: HK$9,460,000);

(i)  the pledye of the lony term deposit for the acquisition of certuin lund and buildings of the
Group (hote 14); und

(iii)y  personul yuuruntee executed by one of the directors of the Compuny.

SHARE CAPITAL

2001 2000
HK$°000 HKS 000
Authorised:
1,000,000,000 ordinury shares of HKS0.10 euch 100,000 100,000
Issued und fully puid:
280,000,000 ordinary shares of HKS0.10 euch 28,000 28,000

Subsequent to the bulunce sheet dute, on 9 November 2001, pursuunt to un ordinury resolution pussed
in u speciul generul meeting of the Compuny, every five shares of HK$S0.10 euch in the issued und
unissued shure cupitul of the Compuny were consoliduted into one share of HK$0.50 euch in the
shure cupitul of the Compuny. As u result, the Compuny’s uuthorised share cupitul wus consoliduted
from 1,000,000,000 shures of HKS$0.10 euch into 200,000,000 shures of HK$0.50 euch, while the Compuny’s
issued shure cupitul wus consoliduted from 280,000,000 shures of HKS0.10 euch into 56,000,000 shures
of HK$0.50 euch. All of the shares, ufter adjustment for the consolidution of share cupital, rank pari
pussu with euch other in dll respects.

Share options

Pursuunt to the shure option scheme udopted on 18 Murch 1997, the bourd of directors muy, on or
before 18 Murch 2007, ut its discretion invite uny full-time employees, includiny directors, of the
Compuny or uny of its subsidiuries to tuke up options to subscribe for shares of the Compuny. The
subscription price is the higher of 80% of the averayge of the closing prices of the shares on the Stock
Exchunge for the five frading duys immediutely preceding the dute of the offer of the options und the
nominul value of the shares. The muximum humber of shures in respect of which options may be gyranted
under the shure option scheme muy not exceed, in hominul umount, 25% of the issued shure cupitul
of the Compuny from time to time which have been duly ullotted und issued.
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20. SHARE CAPITAL (Continued)
(i) OPTIONS GRANTED ON 16 FEBRUARY 2000
On 16 Februury 2000, 4,500,000 shure options were gyrunted to certuin employees, which entitled
them to subscribe for u totul of 4,500,000 ordinary shures of the Compauny. The share options
were exercisuble ut u price of HK$0.535 per share during the period from 16 February 2000 to 15
Februury 2003. The exercise in full of such shure options would, under the cupitul structure of the
Compuny existing at the bulunce sheet dute, have resulted in the issue of 4,500,000 udditionul
ordinary shures of HKS0.10 euch ut u totul consideration of HK$2,407,500. At the bulunce sheet
dute und ut the dute of this report, dll of these share options remuined outstunding.

As u result of the consolidution of shure cupitul subsequent to the bulance dute on 9 November
2001, us described ubove, the number of options exercisuble und the exercise price of the options
were udjusted from 4,500,000 shure options to 900,000 shure options, und from HKS$0.535 to
HK$2.675 per share option, respectively.

(i) OPTIONS GRANTED ON 5 OCTOBER 2000

On 5 October 2000, 18,500,000 shure options were grunted to certuin of the Compuny’s directors,
which entitled them to subscribe for u totul of 18,500,000 ordinury shures ut u price of HKS$0.244
per share at uny time from 5 October 2000 to 17 March 2007. The exercise in full of such options
would, under the cupital structure of the Compuny existing ut the bulance sheet dute, have
resulted in the issue of 18,500,000 udditionul ordinury shares of HKS0.10 euch at u total
considerution of HK$4,514,000. At the bulunce sheet dute und at the dute of this report, all of
these shure options remuined outstunding.

As u result of the consolidution of share cupital subseyuent to the bulunce sheet date on 9
November 2001, us described ubove, the humber of options exercisuble und the exercise price
of the options were udjusted from 18,500,000 share options to 3,700,000 shure options, und from
HKS$0.244 to HK$1.22 per shure option, respectively.

21. RESERVES

Share Asset
premium revaluation Contributed Retained
account reserve surplus profits Total
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
Group
At 1 October 1999 31,986 1.294 39,849 69,349 142,478
Revualuation deficit on
fixed ussets = (1,294) - - (1,294)
Net profit for the year - - - 1,456 1,456
At 30 September 2000 und
at 1 October 2000 31,986 - 39,849 70,805 142,640
Net loss for the yeur - - - (24,855) (24,855)
At 30 September 2001 31,986 - 39,849 45,950 117,785
Company
At 1 October 1999 31,986 - 63,234 29,052 124,272
Net profit for the year - - - 18,368 18,368
At 30 September 2000 und
at 1 October 2000 31,986 - 63,234 47,420 142,640
Net loss for the yeur - - - (24,855) (24,855)

At 30 September 2001 31,986 = 63,234 22,565 117,785




21.

22.

NOTES TO FINANCIAL STATEMENTS

30 Seplember 2001

WING LEE HOLDINGS LIMITED 8 9
ANNUAL REPORT 200 |

RESERVES (Continued)
The contributed surplus of the Group drose us U result of the Group reorgunisation in 1997 and represents
the difference between the nominal value of the agyreygute share cupitdl of the subsidiaries acyuired

pursuunt fo the Group reorgunisution, over the hominul value of the share cupitul of the Compuny
issued in exchunye therefor,

The contributed surplus of the Company arose us d result of the sume Group reorgunisation scheme
und represents the excess of the then combined net ussets of the subsidiuries ucyuired, over the
nominaul vulue of the Compuny’s shares issued in exchunge therefor. In uccordunce with the Laws of
Bermudu, the contributed surplus is distributable in certuin circumstunces.

NOTES TO CONSOLIDATED CASH FLOW STATEMENT
(a) Reconciliation of profit/(loss) from operating activities to net cash inflow from
operating activities

2001 2000
HK$°000 HKS 000
Profit/(loss) from operuting uctivities (24,733) 4,148
Depreciation 24,764 14,287
Deficit on revuluution of leusehold lund
und buildings und investment properties 5,564 14,810
Interest income (5,969) (6,320)
Unreulised guin on unlisted debt securities (506) —
Unreulised loss on listed eyuity investment 856 =
Loss/(guin) on disposul of fixed ussets 8) 262
Loss on write off of fixed ussets 1,232 -
Provision for obsolete und slow-moviny inventories 460 2,364
Provision for bud und doubtful debts 3,032 1,791
Decreuse/(increuse) in inventories 5,104 (4,950)
Decreuse/(increuse) in uccounts receivable 10,679 (11,711
Decreuse/(increuse) in prepuyments, deposits und
other receivubles 5,777 (7.671)
Increuse/(decreuse) in uccounts puyuble (8,204) 3.728
Increuse in uccrued liubilities und other puyubles 1,910 8,251

Net cush inflow from operuting uctivities 19,958 18.989
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22. NOTES TO CONSOLIDATED CASH FLOW STATEMENT (Continued)
(b) Analysis of changes in financing during the year

Bank Minority

loan interests

HKS 000 HKS’000

At 1 October 2000 - -
Share of net loss - @10
Net cush inflow from finuncinyg 9,514 270
At 30 September 2001 9,514 59

23. COMMITMENTS

() At 30 September 2001, the Group hud a cupital commitment of upproximutely HK$2,509,000
(2000: Nil) in respect of the acquisition of plunt und muchinery.

(b) The totdl future minimum leuse puyments in respect of honh-cuncelluble operuting leuses
committed ut the bulunce sheet dute to be mude by the Group were us follows:

Group
2001 2000
HK$°000 HKS 000
Lund und buildinygs expiring within one year 35 149

The Compuny hud nho signhificant commitments ut the bulunce sheet dute (2000: Nil).

24. POST BALANCE SHEET EVENT
An ordinury resolution wus pussed in u speciul yenerul meetiny held on 9 November 2001 for u 5 for 1

conhsolidution of the Compuny’s shares. Detuils of the consolidution of share cupitdl ure set out in
note 20 to the finunciul stutements.

25. APPROVAL OF THE FINANCIAL STATEMENTS
The finunciul stutements were upproved by the bourd of directors on 27 December 2001.




