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1. ORGANIZATION AND OPERATIONS

Tristate Holdings Limited (the “Company”) was incorporated in
Bermuda with limited liability on October 30, 1987.

The principal activity of the Company is investment holding. The
principal activities of its subsidiaries are shown in Note 11 to the
financial statements.

The average number of employees in the Company and its
subsidiaries (collectively referred to as the “Group”) was 17,500 in
2001 and 18,000 in 2000. The head office of the Group is located
at 66-72 Lei Muk Road, Kwai Chung, New Territories, Hong Kong,
The People's Republic of China.

2. PRINCIPAL ACCOUNTING POLICIES

The financial statements are prepared in accordance with the
Statements of Standard Accounting Practices issued by the Hong
Kong Society of Accountants, accounting principles generally
accepted in Hong Kong, and the disclosure requirements of the
Hong Kong Companies Ordinance and the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited.

a. Basis of measurement
The financial statements have been prepared on the historical
cost basis as modified by the valuation of investment

properties, land and buildings and certain investments in
securities.
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Tristate Holdings Limited

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

New adoption of the Statements of Standard
Accounting Practice

In the current year, the Group has adopted, for the first time,
the following Statements of Standard Accounting Practice
("SSAPs") issued by the Hong Kong Society of Accountants:

SSAP 9 (revised) Events after the balance sheet date

SSAP 14 (revised) Leases

SSAP 26 Segment reporting

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

The effects on the adoption of the above accounting standards
are summarized as follows:

(i) The adoption of SSAP 9 (revised) “Events after the balance
sheet date” results in a change in accounting policy whereby
dividends proposed after the balance sheet date are no
longer recognized as a liability at the balance sheet date,
while the dividend income proposed or declared by the
subsidiaries after the balance sheet date are no longer
recognized as income by the parent companies. Proposed
dividends are now separately disclosed on the face of the
balance sheet within shareholders’ equity. This change in
accounting policy has been applied retrospectively and
comparative figures have been restated.
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2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

b. New adoption of the Statements of Standard

Accounting Practice (cont'd)

(ii)

(iii)

(iv)

The adoption of SSAP 14 (revised) "Leases” has no
material impact on the reported financial position or results
of the Group except that comparative information in the
operating lease commitment disclosure in Note 31(a) has
been restated to comply with the requirements of this
revised statement.

The adoption of SSAP 26 “Segment reporting” requires
comprehensive disclosure of financial information by
segments (both business and geographical segments) of
the Group. This change in accounting policy has been
applied retrospectively and the relevant disclosure has

been summarized in Note 4.

The adoption of SSAP 28 “Provisions, contingent liabilities
and contingent assets” has no material impact on the
reported financial position or results of the Group except
that additional disclosures in relation to the nature, timing
and movement of the provisions of the Group as at

December 31, 2001 have been made.
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Tristate Holdings Limited

Accounting Practice (cont'd)

(v} The adoption of SSAP 30 "Business combinations”
results in a change in accounting policy where goodwill
arising from business combination is no longer eliminated
against reserves.

Goodwill is now recognized as an asset in the balance
sheet and is carried at cost less accumulated amortization
and accumulated impairment losses. The transitional
provisions of this standard encourage but do not require
the Group to restate goodwill that was previously
eliminated against reserves. Accordingly, the Group has
chosen not to restate goodwill that was eliminated against
reserves previously. However, the Group will review, at
each balance sheet date, the carrying value of goodwill in
accordance with SSAP 31 “Impairment of assets” and
recognize or reverse an impairment loss, if any.

In addition to the adoption of the above standards, the Group
has adopted the consequential changes made to SSAP 10
“Accounting for investments in associates”, SSAP 17
"Property, plant and equipment”, SSAP 18 “Revenue” and
SSAP 21 “Accounting for interests in joint ventures”. Other
than those disclosed in the respective notes to the financial
statements, the Group considers that the consequential
changes made to the above SSAPs do not have a material
impact on the financial statements of the Group.

Unless otherwise stated, the 2000 comparative figures
presented herein have incorporated the effect of the
adjustments, where applicable, resulting from the adoption of
the new accounting standards above.
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Basis of consolidation

The consolidated financial statements of the Group include
the financial statements of the Company and the enterprises
that it controls. The results of subsidiaries acquired or
disposed of during the year are consolidated from or to their
effective dates of acquisition or disposal. The equity and net
profit attributable to minority shareholders’ interests are
shown separately in the Group's balance sheet and income
statement, respectively.

Intragroup balances and transactions and resulting unrealized
profits are eliminated in full. Unrealized losses resulting from
intragroup transactions are eliminated unless cost cannot be
recovered. Consolidated financial statements are prepared
using uniform accounting policies for like transactions and
other events in similar circumstances.

Goodwill

Goodwill represents the excess of the cost of an acquisition
over the Group's interest in the fair value of the net
identifiable assets and liabilities acquired as at the date of
acquisition.

For acquisitions prior to January 1, 2001, goodwill was
eliminated against reserves in the year of acquisition. The
Group has taken advantage of the transitional provision in
SSAP 30 “Business combinations” and such goodwill has not
been restated.

On disposal of subsidiaries, the gain or loss on disposal is
calculated by reference to the net assets of the subsidiaries at
the date of disposal, including the attributable amount of
goodwill which has not been charged to the consolidated
income statement.

The carrying amount of goodwill is reviewed annually by the

directors and an impairment loss is recognized where
considered necessary.

Tristate Holdings Limited
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Tristate Holdings Limited

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

Subsidiaries

A subsidiary is a company in which the Company controls.
Control is normally evidenced when the Company has the
power to govern the financial and operating policies of the
subsidiary so as to benefit from its activities. In the financial
statements of the Company, investment in subsidiaries is
carried at cost less provision for impairment in value where
considered necessary by the directors. The results of the
subsidiaries are included in the income statement to the
extent of dividends received and receivable.

Investments in associates

Investments in associates where significant influence is
exercised by the Group are accounted for using the equity
method in the consolidated financial statements, whereby the
investment is initially recorded at cost and adjusted thereafter
to recognize the goodwill and related amortization resulted
from the acquisition, the Group's share of the post-acquisition
profits or losses of the associates, distributions received from
the associates and other necessary alterations in the Group's
proportionate interest in the associates arising from changes
in the equity of the associates that have not been included in
the income statement and less any accumulated impairment
losses. The Group's share of post-acquisition results of
associates is included in the consolidated income statement.
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Fixed assets, other than land and buildings, are stated at cost
less accumulated depreciation and accumulated impairment
losses. The cost of an asset comprises its purchase price and
any directly attributable costs of bringing the asset to its
working condition and location for its intended use.
Expenditure incurred after the fixed assets have been put into
operation, such as repairs and maintenance and overhaul
costs, is normally charged to the income statement 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 fixed assets beyond its originally
assessed standard of performance, the expenditure is
capitalized as an additional cost of the fixed asset.

Land and buildings are carried at revalued amounts.
Professional valuations are performed periodically with the
last valuation performed on December 31, 1999. In the
intervening years, the directors review the carrying value of
land and buildings and adjustment is made where in the
directors’ opinion there has been a material change in value.

Any increase in the value of land and buildings is credited to
the assets revaluation reserve; any decrease is first offset
against increases in earlier valuations in respect of the same
property and is thereafter charged to the income statement.

Tristate Holdings Limited
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g. Fixed assets and depreciation (cont'd)
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Tristate Holdings Limited

Freehold land is not depreciated. Depreciation of other fixed
assets is provided using the straight-line method to write off
the cost or valuation of each asset over its estimated useful
life. The annual rates are as follows:

3% -10%
2% -5%
10% - 20%

Buildings on freehold land
Medium-term leasehold land and buildings
Plant and machinery
Leasehold improvements, furniture,

6% - 20%
14% - 33%

fixtures and equipment
Motor vehicles

The useful lives of assets and the depreciation method are
reviewed periodically.

When assets are sold or retired, their cost or valuation and
accumulated depreciation are eliminated from the accounts
and any gain or loss resulting from their disposal is included in

the income statement.

Construction-in-progress

Construction-in-progress is stated at cost less accumulated
impairment losses and includes development and construction
expenditure incurred and other direct costs attributable to the
development of properties. On completion, the properties are
transferred to fixed assets/investment properties.

Construction-in-progress is not depreciated until such time as
the assets are completed and ready for their intended use.

Investment properties

Investment properties are interests in land and buildings in
respect of which construction work and development have
been completed and which are held for their long-term

investment potential.
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Investment properties (cont'd)

Investment properties are stated at open market value
determined annually by independent professional valuers.

Increases in the carrying amount of investment properties are
credited to the assets revaluation reserve in shareholders’
equity. Decreases are first offset against increases on earlier
valuations in the assets revaluation reserve in respect of the
investment properties, unless the total of this reserve is
insufficient to cover a deficit on a portfolio basis, in which
case the amount by which the deficit exceeds the total
amount in the revaluation reserve should be charged to the
income statement. Where a deficit has previously been
charged to the income statement and a revaluation surplus
subsequently arises, this surplus is credited to the income
statement to the extent of the deficit previously charged.

Upon disposal of an investment property, the realized portion
of the revaluation reserve is credited to the income statement
as part of the profit or loss on disposal of the investment

property.

Upon transfer from land and buildings to investment property,
the cost or valuation of such property on transfer is deemed to
be the carrying amount of the asset as stated under its
original classification. Any previous revaluation reserve on the
property may be transferred to retained profits upon the
retirement or disposal of the property.

No depreciation is provided on investment properties unless
the unexpired lease term is 20 years or less, in which case
depreciation is provided on their carrying value over the
unexpired lease term.

Tristate Holdings Limited
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Tristate Holdings Limited

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

Investments in securities

(i)

(ii)

Investment securities

Securities, which include both equity securities and club
debentures, intended to be held for an identified long
term purpose on a continuing basis, are classified as
investment securities and are included in the balance
sheet at cost less any provision for impairment in value.

The carrying amounts of investment securities are
reviewed at balance sheet date to assess whether the fair
values have declined below the carrying amounts. When
such a decline has occurred, the carrying amounts are
reduced and the reduction is recognized as an expense in
the income statement unless there is evidence that the
decline is temporary.

Provisions against the carrying value of investment
securities are reversed to the income statement when the
circumstances and events that led to the write-downs or
write-offs cease to exist and there is persuasive evidence
that the new circumstances and events will persist for the
foreseeable future.

Upon disposal or transfer of the investment securities,
any profit or loss thereon is accounted for in the income
statement.

Other investments

Securities other than investment securities or held-to-
maturity securities are classified as other investments and
are carried at fair value in the balance sheet. Any
unrealized holding gain or loss from other investments is
recognized in the income statement in the period when it

arises.

Upon disposal or transfer of other investments, any profit
or loss thereon is accounted for in the income statement.
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Inventories

Inventories are stated at the lower of cost and net realizable
value. Cost, calculated on the first-in first-out basis, comprises
all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location
and condition. Net realizable value is the estimated selling
price in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary to
make the sale.

When inventories are sold, the carrying amount of those
inventories is recognized as an expense in the period in which
the related revenue is recognized. The amount of any write-
down of inventories to net realizable value and all losses of
inventories are recognized as an expense in the period in
which the write-down or loss occurs. The amount of any
reversal of any write-down of inventories, arising from an
increase in net realizable value, is recognized as a reduction in
the amount of inventories recognized as an expense in the
period in which the reversal occurs.

Cash and cash equivalents

Cash represents cash on hand and deposits with banks which
are repayable on demand.

Cash equivalents represent short-term and highly liquid
investments, which are readily convertible into known
amounts of cash with original maturities of three months or
less and that are subject to an insignificant risk of change in
value. Cash equivalents include short-term bank loans, import
loans and bank overdrafts.

. Bills receivable and accounts receivable

Bills receivable and accounts receivable are stated at their
original amount, after provision for doubtful debts.

Tristate Holdings Limited
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Tristate Holdings Limited

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

Textile quotas

Purchased permanent textile quotas are stated at the lower of
amortized costs and market value. Temporary textile quotas
are charged to selling and distribution expenses when used or
expired. Permanent textile quotas are amortized in equal
annual installments over five years. Allocated quota
entitlements are not capitalized.

Impairment of assets

Fixed assets and investments in associates and subsidiaries
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset
may not be recoverable. Whenever the carrying amount of an
asset exceeds its recoverable amount, an impairment loss is
recognized in the income statement for items of fixed assets
and investments in associates and subsidiaries carried at cost
and treated as a revaluation decrease for land and buildings
that are carried at revalued amounts to the extent that the
impairment loss does not exceed the amount held in the
assets revaluation reserve for that same land and building. The
recoverable amount is the higher of an asset’s net selling price
and value in use. The net selling price is the amount
obtainable from the sale of the asset in an arm’s length
transaction while value in use is the present value of
estimated future cash flows expected to arise from the
continuing use of the asset and from its disposal at the end of
its useful life. Recoverable amounts are estimated for
individual assets or, if it is not possible, for the cash-
generating unit.

Reversal of impairment losses recognized in prior years is
recorded when the impairment losses recognized for the
asset no longer exist or have decreased. The reversal is
recorded in income or as a revaluation increase.
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p. Turnover

Turnover primarily represents invoiced sales to third parties,

net of discounts and returns.

gq. Revenue recognition

Provided it is probable that the economic benefits associated

with a transaction will flow to the Group and the revenue and

costs, if applicable, can be measured reliably, revenue is

recognized on the following bases:

() BEmiEE (i) Sale of goods
EmEERATIREMHEBRE 2 RAR K Revenue is recognized when the significant risks and
CREB TEPEER - rewards of ownership of goods have been transferred to
the buyer.
(i) FIEHWA (i) Interest income
ROFER  RAREREBRLENRES Interest income from bank deposits, long-term advances
BEER 2 B SR A THIR IR N & SR E IR E ] and trading balances with associates are recognized on a
LA R ER B EFERIER o time proportion basis on the principal outstanding and at
the rates applicable.
(iii) H2HA (iii) Rental income
MW ATIBRBEBROEFARDEE 2 Rental income is recognized based on the right to receive
ENHR - rental payment in accordance with the terms of the rental
contracts.
(iv) BEEEMA (iv) Quota income
REMEEREENRATRERESE2E Fees earned from the temporary transfer of quota are
B BREMIEEREFEAR - accounted for on a calendar year basis in line with the
terms of validity of the quota.
(v) FEERA (v) Handling income

FEBWATIN RS T R -

Handling income is recognized when services are
performed.

Tristate Holdings Limited
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Tristate Holdings Limited

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

Segments

Business segments: the Group is organized on a world-wide
basis into three major operating businesses for management
purposes. The divisions are the basis upon which the Group
reports its primary segment information. Financial information
on business and geographical segments is presented in Note 4.

Intersegment transactions: segment revenue, segment
expenses and segment performance include transfers
between business segments and between geographical
segments. Such transfers are accounted for on a cost plus
markup basis mutually agreed by different divisions. Those
transfers are eliminated upon consolidation.

Provisions

A provision is recognized when an enterprise has a present
obligation (legal or constructive) as a result of a past event and
it is probable (i.e. more likely than not) that an outflow of
resources embodying economic benefits will be required to
settle the obligation, and a reliable estimate can be made of
the amount of the obligation. Provisions are reviewed at each
balance sheet date and adjusted to reflect the current best
estimate. Where the effect of the time value of money is
material, the amount of a provision is the present value of the
expenditures expected to be required to settle the obligation.

Deferred taxation

Deferred taxation is provided using the liability method in
respect of timing differences between profit as computed for
taxation purposes and profit as stated in the financial
statements to the extent that it is probable that a liability or an
asset will crystallize.
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2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

u. Operating leases

Leases of assets under which substantially all the risks and
rewards of ownership are retained by the lessor are classified
as operating leases. Lease payments under an operating lease
are recognized as an expense on a straight-line basis over the
lease term.

v. Foreign currencies

(i) Foreign currency transactions

The Company and certain of its subsidiaries maintain their
books and records in Hong Kong Dollars. Transactions in
other currencies are translated into the reporting currency
at exchange rates prevailing at the time of the
transactions. Monetary assets and liabilities denominated
in other currencies at the balance sheet date are re-
translated at exchange rates prevailing at that date. All
exchange differences are recognized in the income
statement in the period in which they arise.

(i) Foreign entities

The majority of foreign consolidated subsidiaries are
regarded as foreign entities since they are financially,
economically and organizationally autonomous. Their
reporting currencies are the respective local currencies.
Financial statements of foreign consolidated subsidiaries
are translated at year-end exchange rates with respect to
the balance sheet, and at an average exchange rate for
the year with respect to the income statement. All
resulting translation differences are dealt with in the
exchange reserve included in equity.

On the disposal of a foreign entity, the cumulative
exchange differences that relate to the foreign entity are
recognized as income or expense in the same period in
which the gain or loss on disposal is recognized.

Tristate Holdings Limited
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Tristate Holdings Limited

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

w. Contingencies

Contingent liabilities are not recognized in the financial
statements. They are disclosed unless the possibility of an
outflow of resources embodying economic benefits is remote.

Contingent assets are not recognized in the financial
statements but disclosed when an inflow of economic
benefits is probable.

X. Subsequent events

Post-year-end events that provide additional information about
the Group’s position at the balance sheet date or those that
indicate the going concern assumption is not appropriate
(adjusting events), are reflected in the financial statements.
Post-year-end events that are not adjusting events are
disclosed in the notes when material.

y. Use of estimates

The preparation of financial statements in conformity with
accounting principles generally accepted in Hong Kong
requires management to make estimates and assumptions
that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

3. RELATED PARTY TRANSACTIONS

Parties are considered to be related to the Group if the Group has
the ability, directly or indirectly, to exercise significant influence
over the parties in making financial and operating decisions, or
vice versa, or where the Group and the parties are subject to
common significant influence. Related parties may be individuals
or entities.
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3. RELATED PARTY TRANSACTIONS (Cont'd)

The following is a summary of significant related party
transactions which were carried out in the normal course of the
Group's business:

F5EH
Group

2001 2000

Sales of finished goods to an

associate (a) 3,376,874 —
Purchases of finished goods

and raw materials from

associates (b) (266,969,707) (249,416,706)
Handling income received/

receivable on sales of raw

materials to associates (c) 29,722,670 26,403,803
Processing income received/

receivable from associates (d) 256,326 47,590
Processing charges paid/payable

to associates (d) (1,298,898) (2,713,816)
Rental income received/

receivable from associates (e) 94,985 102,492
Rental expenses paid/payable

to a related company (f) (4,992,084) (4,992,084)
Interest received/receivable

from associates (g) 1,323,886 6,490,044
Interest paid/payable

to associates (g) (9,482) (2,007,612)
Sale of machinery to an

associate (h) 32,702 212,100
Quota charges paid/payable

to associates (i) — (60,992)

Tristate Holdings Limited
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Tristate Holdings Limited

. AEALEEZS (&) 3. RELATED PARTY TRANSACTIONS (Cont'd)

A8 % A ] Triskele Company Limitedh®  a.  Sales of finished goods to Triskele Company Limited, an

BN M= AR AN IR A FE (B o associate, were determined on a cost plus markup basis.

1B % 22 A]Hua Thai Manufacturing Pub- b. Purchases of finished goods and raw materials from Hua Thai

lic Company Limited([Hua Thail) * k& Manufacturing Public Company Limited (“Hua Thai"), an

BB AR (AT Hua ThaiE @) BE ML associate, and its subsidiaries (collectively known as “Hua

P in AR 1 KL AR B AR INFKE TE B Thai Group") were determined on a cost plus markup basis.

WHHua ThatE R HEERMHAFEE ¢ Handling income received/receivable on sales of raw materials

eREAHua ThaE BB ERM BN S to Hua Thai Group was determined based on the amount of

B RBRESHENLERER - purchases for Hua Thai Group and at a rate mutually agreed
between the two parties.

Bl EWRAME T,/ EAfHua ThaEB & d. Processing income received/receivable from and processing

MIERRZKAMKEERE o charges paid/payable to Hua Thai Group were determined on a
cost plus markup basis.

Bl FEliHua Thats B S W ARE e Rental income received/receivable from Hua Thai Group was
BHEAEBREZSHEEGTGTEN - calculated under normal commercial terms based on the floor
area occupied.

Eff/ENEAAR —ZEMEFEZEMN  f. Rental expenses paid/payable to a company with majority
MARNEESEARNEREE - WAEMAE shares indirectly held by a director of the Company were for
E-HeBARREEERZNLENREE the leasing of factory, office and warehouse space. Rental
ERETER o charges are calculated under normal commercial terms in

accordance with the rental agreements.
Bl EWRAME F, EARfHua ThaiEBH g. Interest received/receivable from and paid/payable to Hua Thai
FERBIEEABL RN E FEHRIE2.99% Group were calculated at rates ranging from 2.99% to 6.84%
£6.84%(2000—7.08%ZE7.87%) B F S5t (2000 - 7.08% to 7.87%) per annum on the trading balances
8o with the companies.
MHua Thai &M # B RILKAMAETE  h. Sale of machinery to Hua Thai was determined on a cost plus

markup basis.

Quota charges paid/payable to Hua Thai Group were

calculated under normal commercial terms.
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4. SEGMENT INFORMATION
a. Business segments
The Group conducts the majority of its business activities in three segments, namely

garment manufacturing, trading and retailing. An analysis of the Group's performance by
business segment is as follows:

B
Garment g4 2t 1] it
manufacturing Trading Retailing Elimination Consolidated total
2001 2000 2001 2000 2001 2000 2001 2000 2001 2000
REVENUE
External sales ~ 1,648911,102 1791508123 572,163,340 537338980  107,712579 103,044,081 - — 2328781021 2,431,891,184
Inter-segment
sales 257,101,602 261,280,254 2,419,112 31,546,646 - —  (281521,374) (292,826,900 ) - =

Total revenue  1,906,012,704 2052788377 596583112 568885626 107712579 103044081  (281521,374) (292,826,900 2,328,787,021  2,431,891,184

RESULTS
Segment results 64,170,260 84,082,624 35,040,514 36,591,267 (1,758,608 ) 401,723 - - 97,452,166 124,745,614
Interest income 3,154,983 10,102,039
Interest expense (7,654106) (15,911,045 )
Share of

profits {loss)

from associates 8,699,526 8,443,613 51,756 ) - - - 8,641,770 8443613
Taxation (9,001.237) (10,728,764 )
Minority interests (1577438) (3,988,633 )

Profit attributable

to shareholders 91,022,138 112,662,824

Tristate Holdings Limited
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4. SEGMENT INFORMATION (Cont'd)

a. Business segments (cont'd)

ASSETS

Segment assets

Interests in
associates

Consolidated
total assets

LIABILITIES

Segment liabilities

Unallocated
corporate liabilities

Consolidated total
liabilities

OTHER INFORMATION

Capital expenditure

Depreciation

Non-cash expenses
other than
depreciation

X
Garment w5 & ait
manufacturing Trading Retailing Consolidated total
2001 2000 2001 2000 2001 2000 2001 2000
672010339 736100926 192,442,702 194,749,397 51,149,274 42091443 915602315 973,141,766
99,317,769 96,709,218 4,339,927 - - — 103,657,696 96,709,218
1,019,260,011  1,069,850,984
243902532 335,050,791 93,978,840 118,056,054 15,926,921 14835403 353808293 467,942,248
1,570,943 1,570,943
365,379,236 469,513,191
36,158,272 33,400,960 1,514,700 2,604,007 1470,682 3,032,476 39,143,654 39,037,443
41,205,689 43,130,041 1593,613 1,304,116 1981832 1,542,806 44,781,134 45,976,963
16,624,792 51,454,409 1,105,543 879,394 1,168,775 1971149 18,899,110 54,304,952

b. Geographical segments

HONHE

$§%E’\JH&)\‘£%¥%EW
REE - ZEMAEON
F ﬁﬁZS%E’\]%i‘%;ﬁb
IBEEFE PEARK
MBI ([ BIARE]) M3E
BEET - AREREP
PR Bl D EINEE &
REEMERSINNEE
BESWWT

Tristate Holdings Limited

The Group's revenue is mainly derived from customers located in the United
States, Asia and Europe, while the Group's business activities are conducted
predominantly in Hong Kong, the People’s Republic of China (the "PRC") and
the Philippines. An analysis of the Group’s external sales by location of
customers and an analysis of the Group’s assets by location of assets are as
follows:

|
The i ki &
United States Asia Europe Total
2001 2000 2001 2000 2001 2000 2001 2000
External sales 1558413961 1491133328 401782258 609531235  368590,802 331206621 2328787021  2,431891,184
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4, SEGMENT INFORMATION (Cont'd)

b. Geographical segments (cont'd)

[ hEXE e Kol &t
Hong Kong The PRC The Philippines Other places Total
2001 2000 201 2000 2001 2000 201 2000 2001 2000
Segment
assets 32011228 372,749,952 364,080,645 37,025,367 129,043,787 148,755,072 94,465,631 84,611,375 915,602,315 973,141,766
Capital
expenditure 8,726,387 1,531,039 21,0012 16,381,824 1461115 3703672 1,915,031 3420908 39,143,654 39,037,443

5. BILLS RECEIVABLE AND ACCOUNTS RECEIVABLE

Analysis of aging of bills receivable and accounts receivable of the Group is as follows:

Not over 3 months

Over 3 months to 6 months
Over 6 months to 1 year
Over 1 year

Less: Provision for doubtful debts

F5H
Group
2001 2000

257,751,412 266,289,401
8,644,262 20,179,351
126,635 2,835,821
3,423,560 7,410,866
269,945,869 296,715,439
(5,731,697) (13,076,826)
264,214,172 283,638,613

The payment terms with overseas customers are largely on letters of credit, where the

instruction of payment is executed at sight or on receipt of customers’ inspection

certificates.

Tristate Holdings Limited
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6. B8 6. INVENTORIES
AEEGFERRE Inventories of the Group comprise:
FEHE
Group
2001 2000
R E Raw materials 115,868,046 131,629,549
ERm Work-in-progress 47,113,274 37,787,900
2K i Finished goods 42,936,955 37,724,247
ERE Goods-in-transit 3,796,280 2,266,859
209,714,555 209,408,555
Less: Provision for inventory
W RETEEE obsolescence (46,843,179) (39,633,228)
162,871,376 169,775,327
7. AARBEMEETERKRR 7. PREPAYMENTS AND OTHER RECEIVABLES

FBNFEMEMEWRABIEAES,139,000 Prepayments and other receivables of the Group include the
(2000—$1,139,000) KW E TIEE#EME  current portion of housing advances due from the employees of
HAER 9 (PM3EE10) - approximately $1,139,000 (2000 - $1,139,000) (Note 10).

Tristate Holdings Limited
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8. FIXED ASSETS

Group

Notes to the Financial Statements

a. Movements in fixed assets of the Group during the year are as follows:

2001 2000
HAMYE
RE REWRE
Leasehold
WERHE  improvements, )
ERIE Ty it 1 furniture, RE X
Construction-  Land and Plantand fixtures and Motor At =i
in-progress buildings machinery equipment vehicles Total Total
Cost or valuation
Beginning of year 759,100 171,313,325 183,682,870 201,027,653 24,188,386 580,871,334 585,573,042
Additions 1,750,927 661,628 13,836,119 22,360,880 534,100 39,143,654 39,037,443
Transfer to
investment
properties - - - - - - (6,000,000)
Reclassifications (635,784) 172,289 - 463,495 - - —
Disposals - - (3,616,333) (1,436,776) (457,581) (5,510,690)  (18,065,636)
Exchange
differences (117) (1,915,394) (2,088,223) (1,954,371) (717,127) (6,035,232)  (19,673,515)
End of year 1,874,126 170,231,848 191,714,433 220,460,881 24,187,778 608,469,066 580,871,334
The analysis of
cost or valuation
is as follows:
At cost 1,874,126 2,022,602 191,714,433 220,460,881 24,187,778 440,259,820 410,746,694
At professional
valuation — 168,209,246 - - — 168,209,246 170,124,640
1,874,126 170,231,848 191,714,433 220,460,881 24,181,778 608,469,066 580,871,334
Accumulated
depreciation
Beginning of year - 6,931,904 115,054,525 117,480,899 20,867,382 260,334,710 235,120,248
Charge for the year - 8,909,868 13,618,418 21,401,384 851,464 44,781,134 45,976,963
Transfer to
investment
properties - - - - - - (262,500)
Disposals - = (2,681,039) (1,344,154) (457,580) (4,482,773)  (10,454,821)
Exchange
differences — (947,716) (1,701,488) (1,360,239) (57,787) (4,067,230)  (10,045,180)
End of year - 14,894,056 124,290,416 136,177,890 21,203,479 296,565,841 260,334,710
Net book value
End of year 1,874,126 155,337,792 67,424,017 84,282,991 2,984,299 311,903,225 320,536,624
Beginning of year 759,100 164,381,421 68,528,345 83,546,754 3,321,004 320,536,624 350,452,794

The net book value of land and buildings of the Group as at December 31, 2001 would have
been approximately $129,091,000 (2000 - $135,880,000) had they been stated at cost less

accumulated depreciation.

Tristate Holdings Limited
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Tristate Holdings Limited

8. FIXED ASSETS (Cont'd)

b. Land and buildings held by the Group comprise:

2001 2000
R EE FHEL5
Situated in Situated outside &4t B
Hong Kong Hong Kong Total Total
Cost or valuation
Freehold — 32,176,062 32,176,062 33,330,908

Medium-term leases 17,700,000 101,492,182 119,192,182 118,408,810

Short-term leases - 18,863,604 18,863,604 19,573,607

17,700,000 152,531,848 170,231,848 171,313,325

Certain of the land and buildings were revalued on December 31, 1999 by DTZ
Debenham Tie Leung Limited, an independent professional surveyor. The
directors are of the opinion that there has been no material change in the
carrying value of land and buildings since the last valuation performed in 1999.
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8. BEHEE (&) 8. FIXED ASSETS (Cont'd)
¥27F Company

a. KARBIAFERETE a Movements in fixed assets of the Company during the year are as follows:
ENZEHNT -

2001 2000

HEWGE
%E RE
MR E
Leasehold
improve-
BERBENM  ments,
#a furniture, RE

Plant and fixtures and ~ Motor & At
machinery equipment vehicles Total Total
BE Cost
FNEF Beginning of year 33,000 13,166,654 792,293 13,991,947 4,864,657
NE Additions — 5,930,732 — 5,930,732 9,444,447
k= Disposals — — = = (317,157)
FRETT End of year 33,000 19,097,386 792,293 19,922,679 13,991,947
REHE Accumulated depreciation
FNEF Beginning of year 11,825 3,964,007 327,407 4,303,239 1,796,919
RNEFHFE _ Charge for the year 3,300 3,869,939 158,459 4,031,698 2,617,325
k== Disposals — — = = (111,005)
FRER End of year 15,125 7,833,946 485,866 8,334,937 4,303,239
R E Net book value
FRET End of year 17,875 11,263,440 306,427 11,587,742 9,688,708
FRETE Beginning of year 21175 9,202,647 464,886 9,688,708 3,067,738

Tristate Holdings Limited



BB HRM

Notes to the Financial Statements

ZEE—FS+ZA=Z+—H (BHEFHdH FTAMBELEUETREL)
December 31, 2001 (Amounts expressed in Hong Kong dollars unless otherwise stated)
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Tristate Holdings Limited

9. INVESTMENT PROPERTIES

The investment properties, which are held in Hong Kong under
medium-term leases, were revalued on December 31, 2001 on an
open market basis by DTZ Debenham Tie Leung Limited, an
independent professional surveyor, at $7,100,000 (2000 -
$7,600,000). The revaluation deficit of $500,000 (2000 - $437,500)
was charged to the consolidated income statement.

10. LONG-TERM ADVANCES

The Group has provided advances to 46 staff members of its
subsidiaries in the PRC and the Philippines. These advances are
secured by the properties of the staff members and are repayable
by monthly installments over approximately 10 years. The
advances in the PRC bear interest at 5.568% per annum and the
advances in the Philippines bear interest at 7% per annum.
Amounts due within one year of approximately $1,139,000 (2000 -
$1,139,000) are included in prepayments and other receivables
(Note 7).

11. INTERESTS IN SUBSIDIARIES

b 3/
Company
2001 2000

Unlisted shares, at cost 397,630,939 397,630,939
Provision for impairment

in value (77,378) (77,378)

Amounts due from subsidiaries 702,488,881 596,179,176

Amounts due to subsidiaries (581,956,462) (523,494,187)

518,085,980 470,238,550

Amounts due from/(to) subsidiaries are unsecured, interest free
and have no fixed repayment terms.

The directors are of the opinion that the underlying value of the
interests in subsidiaries was not less than the carrying amount of
the subsidiaries as at December 31, 2001.
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Notes to the Financial Statements

) 11. INTERESTS IN SUBSIDIARIES (Cont'd)

None of the subsidiaries had any loan capital in issue at any time
during the year ended December 31, 2001.

The table below lists the subsidiaries of the Company which, in
the opinion of the directors, principally contributed to the net profit
of the Group or formed a substantial portion of the assets or
liabilities of the Group. To give details of other subsidiaries would,

in the opinion of the directors, result in particulars of excessive

length.
ERTRELES BRELEREAM
Issued and paid up capital Percentage of ordinary shares held
3]
BHRZHRE
H e EEBE TEER F0FR/E BELARKE  Group
BELFEHE RiBE [ {5t Place of Place of Principal By the By equity
Name of subsidiary No. of shares  Par value Amount incorporation operations activities Company subsidiaries interest
A-Grade Garments 260,000 P100  P26,000000 FEE FeE 8qK - 100% 100%
Manufacturing Corp. The Philippines  The Philippines  Garment manufacturing
All Asia Garment 27,425 P1,000  P27425000 FRE FeE 8qK - 100% 100%
Industries, Inc. The Philippines  The Philippines  Garment manufacturing
BNRSHXERAT "+ - — RMB49,016,383 HEARANE REARZNE  EK - 100% 100%
All Asia Industrial The People's The People's Garment manufacturing
Co., Ltd. " + Republic of China  Republic of China
ROEEEXRNERAT 6,953 NT$10,000 NT$69,530,000 &% = 4 - 100% 100%
All Asia Industrial Co., Ltd. Taiwan Taiwan Garment manufacturing
ROEZARAA 15,006* $100 $1,500,600 &% B BXANZS 15% 85% 100%
All Asia Industries Limited 40 $100 $4,000  Hong Kong Hong Kong Garment manufacturing 15% 85% 100%
and trading
Alltrade Limited 10,000 US$1 US§10000 REZBRES BE -RE% 100% - 100%
The British Hong Kong General trading
Virgin Islands

Tristate Holdings Limited
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ZEE—FS+ZA=Z+—H (BHEFHdH FTAMBELEUETREL)
December 31, 2001 (Amounts expressed in Hong Kong dollars unless otherwise stated)

MEMBLRES (&)

ERTRENES

Issued and paid up capital

11. INTERESTS IN SUBSIDIARIES (Cont'd)

RREERESH

Percentage of ordinary shares held

550
RRECEE
EREE EXuE TERE F0FR/E WELARKE  Group
BELFEHE BiBE [ 5t Place of Place of Principal By the By equity
Name of subsidiary No. of shares  Par value Amount incorporation operations activities Company subsidiaries interest
Almaden Enterprises Limited 10,000 US$1 US$10000 HBEERES FF REER 100% = 100%
The British Hong Kong Investment holding
Virgin Islands
Asia Wide Properties 3,500 P1,000 P3500,000 EE EZe54 ESE - 100% 100%
Company Inc. The Philippines ~ The Philippines  Property investment
BEtERHBRAT 660,000 NT$10  NT$6,600,000 A2 = AKN-HBES - 100% 100%
Asia Wide Trading Co., Ltd. Taiwan Taiwan Garment and
general trading
Bamako Trading and 200,000 = $1550500 FIHBEARE  AE RETHEERS = 100% 100%
Investment Limited The Republic Taiwan Provision of marketing
of Liberia services
Bright Resources Limited 1 US$1 Us$1 HB&ERES AR -RE% 100% = 100%
The British Japan General trading
Virgin Islands
Broad Street Apparel Co., Inc. 62,500 P100 P6,250,000 EE E2e54 2K - 100% 100%
The Philippines  The Philippines ~ Garment manufacturing
ETRR (R) BRAD #+ - — 320000000 HEARANE AZARANE HRAZE - 100% 100%
Chochuen Garment (Shenzhen) The People's The People's Garment manufacturing
Co., Ltd. # + Republic of China  Republic of China  and retailing
Dress Line Holdings, Inc. 595,625 P10 P59562500 FEE FEE RERR = 100% 100%
1,750,000** P100  P175,000,000  The Philippines  The Philippines  Investment holding — 100% 100%
ZREKMBRAA 4 50,000 $10 $500000 &% &5 8K - 100% 100%
Eltshore Enterprises Limited # Hong Kong Hong Kong Garment manufacturing

Tristate Holdings Limited
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MEMBELRESR (&)

ERTREMKS

Issued and paid up capital

11. INTERESTS IN SUBSIDIARIES (Cont'd)

RREERESK

Percentage of ordinary shares held

p-¥ 10
RRECEE
EREE ExuE TERE F0FR/E BELAKE  Group
BELFEHE RiBE HE 5t Place of Place of Principal By the By equity
Name of subsidiary No. of shares  Par value Amount incorporation operations activities Company subsidiaries interest
Excellent Jade Limited 10,000 $1 $10,000 A Bk KXM—%E5 - 100% 100%
Hong Kong Hong Kong Garment and
general trading
Excellent Quality Apparel, Inc. 150,000 P100 P15,000,000 JFEZ kEg BR - 100% 100%
The Philippines ~ The Philippines  Garment manufacturing
BEARAT 10,000 $1 $10,000 & ) REXN-%ES - 100% 100%
Gold Flower Limited Hong Kong Hong Kong Garment and
general trading
Golden Thimble Apparel, Inc. 2,500 P100 P250,000 FEZE FEE 8K - 100% 100%
The Philippines  The Philippines  Garment manufacturing
BMNBSHXERAT + - — RMB13226944 HEARLNE AEARHAAE EX - 100% 100%
Guangzhou Tristate Industrial Co., Ltd. + The People's The People's Garment manufacturing
Republic of China  Republic of China
Hamina Investments Limited 1,000 US$1 US$1000 ZHEABRHES ALAEEE  RRA-RES - 100% 100%
The British Taiwan and Garment and
Virgin Islands the Philippines ~ general trading
H F Trading Limited # 2 Us$t US$2 REABREE ZENEH AKES - 100% 100%
The British Thailand and Garment trading
Virgin Islands Union of Myanmar
EIRAEBRAT 4 10,000 $1,000  $10,000000 & Bk RKBAARAER - 100% 100%
HFT Corp. Limited # Hong Kong Hong Kong Garment trading

and investment
holding

Tristate Holdings Limited
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MEMBLRER (&

ERTRENES

)

Issued and paid up capital

11. INTERESTS IN SUBSIDIARIES (Cont'd)

RREERESH

Percentage of ordinary shares held

550
RRECEE
EREE EXuE TERE F0FR/E WELARKE  Group
BELFEHE BiBE [ 5t Place of Place of Principal By the By equity
Name of subsidiary No. of shares  Par value Amount incorporation operations activities Company subsidiaries interest
EIRREBRAA 4 2,000 $1,000 $2,000,000 F% BE RERBR - 60% 60%
HFT Property Investments Hong Kong Hong Kong Investment holding
Co. Limited #
EIRRBARRAA 4 12,500 $100  $1,250000 & B ERAREAR - 100% 100%
Hwa Fuh Manufacturing Company Hong Kong Hong Kong Garment manufacturing
(Hong Kong) Limited # and investment holding
HW.A. Glory Limited # 2 Uss$1 USs2 HEBABREE 48 REBBARKE S - 100% 100%
The British Union of Myanmar Investment holding
Virgin Islands and garment trading
¥ BREBRAT # 3,000 $1,000 $3,000,000 E% BE AKEENES - 65% 65%
338 Fashion Co. Limited # Hong Kong Hong Kong Garment retailing
and trading
BEREEHBRAA 7,200,075 $1 $7200075 F% BE REBR - 100% 100%
Joint Holdings & Trading 925 $1 $925  Hong Kong Hong Kong Investment holding - 100% 100%
Company Limited
Joykind International Limited 1 Uss$1 US$1 HBARERES HEARANE REEERHK 100% - 100%
The British The People's Provision of
Virgin Islands Republic of China  management services
FRARLA 3,000,000 $1 $3,000,000 &% BE REZR 100% - 100%
Keybird Limited Hong Kong Hong Kong Investment holding
Keyear Company Limited 1 Usst Us$1 HB&ERES BR RERR 100% = 100%
The British Hong Kong Investment holding
Virgin Islands

Tristate Holdings Limited
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11.6MBAFIRE (&) 11. INTERESTS IN SUBSIDIARIES (Cont'd)
ERTREKES REREREAN
Issued and paid up capital Percentage of ordinary shares held
p-¥ 10
RRECEE
H e ERME TERE F0FR/E BELAKE  Group
BELFEHE RiBE HE 5t Place of Place of Principal By the By equity
Name of subsidiary No. of shares  Par value Amount incorporation operations activities Company subsidiaries interest
Marksville International 1 Uss1 US§1 HBABEREE REARKNE REEERS 100% = 100%
Limited The British The People's Provision of
Virgin Islands Republic of China  management services
Myanmar Hwa Fuh 18,900 K1,000  K18900000 4 i 8K - 100% 100%
International Limited # Union of Union of Garment manufacturing
Myanmar Myanmar
BRERERLA 50,000 $100 $5,000,000 %% 2% RERR - 100% 100%
Ocean View Development Hong Kong Singapore Investment holding
Company, Limited
EENDHKERLT + - — RMB5906,031 HEARLME AEARLAE X - 100% 100%
Panyu United Asia Industrial The People's The People's Garment manufacturing
Co., Ltd. + Republic of China  Republic of China
Passaic Investment Limited 4 - $15633 FILETHAE AEARE -t = 100% 100%
The Republic Taiwan General trading
of Liberia and Thailand
Prime-Time Company Limited # 1 Uss$1 US$1 REREBRES BA RERR - 100% 100%
The British Hong Kong Investment holding
Virgin Islands
BRARAT 200,000 $10 $2,000,000 &% Bk —REHNRE 100% - 100%
Tenmo Limited Hong Kong Hong Kong by
General trading
and investment
holding
Tristate Industrial Co. Inc. 49,930 P1000  P49.930,000 ¥EZ EiZe54 BR - 100% 100%
47,620**  P1,000 P47,620,000  The Philippines  The Philippines  Garment manufacturing  — 100% 100%
BOEEEXRNERAR 9,858 NT$10,000 NT$98,580,000 &% = 24 - 100% 100%
Tristate Industrial Co., Ltd. Taiwan Taiwan Garment manufacturing

Tristate Holdings Limited
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MEMBLRER (&

)

ERTRENES

Issued and paid up capital

11. INTERESTS IN SUBSIDIARIES (Cont'd)

RREERESH

Percentage of ordinary shares held

550
RRECEE
EREE EXuE TERE F0FR/E WELARKE  Group
BELFEHE BiBE [ 5t Place of Place of Principal By the By equity
Name of subsidiary No. of shares  Par value Amount incorporation operations activities Company subsidiaries interest
BEBXRRAT 25,006 $100 $2500,600 F% BE RKES 15% 85% 100%
Tristate Industrial 40 $100 $4,000  Hong Kong Hong Kong Garment trading 15% 85% 100%
Company Limited
Worldwide Trading 10,000 US$1 US$10000 RELBREE FF —%E% 100% - 100%
Resources Limited The British Hong Kong General trading
Virgin Islands
MIZERHRERAA 4+ - — US§3600,000 HEARLNE PEARANE  ER - 100% 100%
Zhejiang Huazhang Garment The People’s The People's Garment manufacturing

Co., Ltd. # +

©EERD
~ B

#  BRARNMBRREHEGAESHEEMIE

ZERDT

~OAREE ARERFEKMAEEN B R EM
ROAKRERAR  BEREZDHEXERARNE
BELHXERAREHKE—RAR - BEA
HHERETREEEBIE  BNMREEXE
BARKABTLETEE THEHBHLCENS
HEE  AEMESE - R_TT—F+-A=+
—B BNRGEEXRARARMNEBITIHER
ABEARE49,016,3837T * KK T AT =K HT
BARMEPEBTIHMBRA -

e

o

Tristate Holdings Limited

= ARRRPEARENEH 2 EENRED

* %

Republic of China  Republic of China

Deferred shares

Preferred shares

The financial statements of these companies are audited by certified
public accountants other than Arthur Andersen & Co.

During the year, All Asia Industrial Co., Ltd., Panyu Pan Asia Garment
Co., Ltd. and Panyu All Asia Garment Co., Ltd. , indirect wholly-owned
subsidiaries of the Company incorporated in the PRC, were merged
into one single enterprise. Pursuant to the merger agreement and with
the approval of the relevant authority in the PRC, All Asia Industrial Co.,
Ltd. became the surviving enterprise and took up all the assets,
liabilities and debts of the dissolving enterprises. As at December 31,
2001, the issued paid up capital of All Asia Industrial Co., Ltd. was
RMB49,016,383 and represented the total issued paid up capital of the
three subsidiaries prior to the merger.

These companies are wholly-owned foreign investment enterprise in
the People’s Republic of China.
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12. INVESTMENT SECURITIES

¥5H
Group
2001 2000
Club debentures 2,200,000 2,200,000
Unlisted investments, at cost 3,149,774 1,590,920
5,349,774 3,790,920

Club debentures are stated at cost and registered under the name
of a director of a subsidiary who is holding the assets on behalf of
the Group.

During the year ended December 31, 2001, the Group increased
its investment in a private limited company incorporated overseas.
The additional investment amounted to approximately $1,560,000.
As at December 31, 2001, the Group has 20% equity interest in
this overseas private limited company. The directors confirmed
that the Group does not have significant influence over the
investee company as it does not participate in the financial and
operating policy decisions and does not have representation on
the board of directors of the investee company. Accordingly, such
investment is recorded as investment securities and is included in
the balance sheet at cost less any provision for impairment in
value.

The directors are of the opinion that the underlying values of the

investment securities were not less than the carrying values as at
December 31, 2001.

Tristate Holdings Limited
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AEE - NEBEIEKE R Triskele Company
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#$200,000 °
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Tristate Holdings Limited

13.INTERESTS IN ASSOCIATES

Investment, at cost
Listed investment

Unlisted investment

Accumulated share of profits

less distributions

Other accumulated

adjustments to share

of net assets

Less: Accumulated provision
for impairment

Due to associates, net

F5H
Group
2001 2000
107,651,919 107,651,919
1,320,079 1,120,079
20,213,024 14,534,731
(11,425,422) (10,823,792)
117,759,600 112,482,937
(1,120,079) (1,120,079)
116,639,521 111,362,858
(12,981,825) (14,653,640)
103,657,696 96,709,218

During the year ended December 31, 2001, the Group invested in

20% equity interests in Triskele Company Limited, a private

limited company incorporated and operating in Hong Kong with its

principal activity of garment and general trading. The investment

cost amounted to $200,000.

The amounts due to associates are unsecured and have no fixed

repayment terms. Except for the net trading balances with
associates of approximately $3,672,000 (2000 - $6,268,000),
which bear interest at rates ranging from 2.99% to 6.84% (2000 -
7.08% to 7.87%) per annum, other balances with associates are

non-interest bearing.
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13.INTERESTS IN ASSOCIATES (Cont'd)

One of the associates is a listed company on The Stock Exchange
of Thailand. The market value of the Group’s interest in this
associate and its subsidiaries as at December 31, 2001 amounted
to approximately $26,980,000 (2000 - $26,269,000). The Group's
share of net assets of this associate and its subsidiaries amounted
to $116,491,277 (2000 - $111,362,858).

The directors are of the opinion that the underlying values of
interests in associates were not less than the carrying value as at
December 31, 2001.

In the Company’s balance sheet, amounts due from associates of
$2,315,721 (2000 - $1,182,350) are unsecured, bear interest at
rates ranging from 2.99% to 6.84% (2000 - 7.08% to 7.87%) per

annum, and have no fixed repayment terms.

Tristate Holdings Limited



BB HRM

—

Notes to the Financial Statements

ZEE—FS+ZA=Z+—H (BHEFHdH FTAMBELEUETREL)
December 31, 2001 (Amounts expressed in Hong Kong dollars unless otherwise stated)

13.EBIELRER (B)

UTREEHERAFE

13.INTERESTS IN ASSOCIATES (Cont'd)

The following are the details of the principal associates:

FAFEHED
BiEES
Equity interest held by
the Company

& 10 3th B BXRE
£ Place of Place of TEEH HiE ik
Name incorporation operations Principal activities Directly Indirectly
Hua Thai Manufacturing =E =E B — 36.4%
Public Company Limited  Thailand Thailand Garment manufacturing
Fashion Express Company Z=F =H XML O — 36.4%
Limited Thailand Thailand Garment manufacturing
and exporting
HT Servicing Limited B 55 —%E — 36.4%
Hong Kong Hong Kong General trading
HT Trading Enterprises RBHRHES =E KKE S — 36.4%
Limited The British Thailand Garment trading
Virgin Islands
Upgain (Laos) ZH ZH BXIRENZ - — 36.4%
Manufacturing Laos Laos FERH A
Company Limited Garment dye,
manufacturing and
exporting
Upgain Limited RBHRHES e KKE S — 36.4%
The British Thailand Garment trading
Virgin Islands
Upgain (Vietnam) fife] fife] B O — 36.4%
Manufacturing Company  Vietnam Vietnam Garment manufacturing
Limited and exporting
Triskele Company Limited &% &5 KEE—RES — 20.0%
Hong Kong Hong Kong Garment and general trading

Tristate Holdings Limited
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13.INTERESTS IN ASSOCIATES (Cont'd)

Notes to the Financial Statements

Supplementary financial information of the principal associate and its
subsidiaries for the year ended December 31, 2001 and 2000 is as follows:

2001 2000
HK$'000 HK$'000
Consolidated balance sheet:
Property, plant and
equipment, net 202,325 217,820
Other assets 865 646
Total current assets 200,857 211,297
Total current liabilities (84,297) (122,948)
Shareholders’ equity 319,750 306,815
Consolidated income statement:
Total revenues 648,696 573,022
Total expenses (624,816) (549,846)
Profit before tax 23,880 23,176
Taxation (3,743) (4,017)
Consolidated net profit
of the principal associate
attributable to shareholders 20,137 19,159
14. BANK LOANS AND OVERDRAFTS
¥ 5H r. /N
Group Company
2001 2000 2001 2000
Short-term
bank loans — 23,398,500 — —
Import loans — 27,975,084 — —
Bank overdrafts 5,849,667 4,227,795 157,899 —
5,849,667 55,601,379 157,899 —
Secured — 27,975,084 — —
Unsecured 5,849,667 27,626,295 157,899 —
5,849,667 55,601,379 157,899 —

Tristate Holdings Limited
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Tristate Holdings Limited

15. BILLS PAYABLE AND ACCOUNTS PAYABLE

Analysis of aging of bills payable and accounts payable of the
Group is as follows:

3L |
Group
2001 2000

Not over 3 months 121,178,142 145,517,682
Over 3 months to 6 months 20,954,757 12,555,158
Over 6 months to 1 year 5,878,585 9,492,337
Over 1 year 9,256,076 23,615,025
157,267,560 191,180,202

Payment terms with suppliers are largely on letters of credit.
Certain suppliers also grant credit periods ranging from 30 to 60
days to the Group.

16. PROVISION FOR RETIREMENT AND
TERMINATION BENEFITS

F5H /N
Group Company
2001 2001
Balance, beginning of year 38,415,587 2,782,610
Provisions during the year 12,217,890 —
Payments during the year (5,511,706) —
Written-back during the year (1,282,304) —
Exchange differences (179,623) —
43,659,844 2,782,610
Less: Current portion
included in “Accruals
and other payables”
(2000 - $9,300,000) (8,000,000) ==
35,659,844 2,782,610

103



104

MG HRM T

Notes to the Financial Statements

ZEE—FF+ZA=1—H (BH#SFATH TAFME2BEUETREN)
December 31, 2001 (Amounts expressed in Hong Kong dollars unless otherwise stated)

16 BB R 2R (/&

REBIZRBASERRINTEES &R
BRERERES HRERENHBERTHE
BERARRRNEM AR - NFEE - HEBIK
FEBNE T NS AS5511,706 « I ff
MEeBERRESHAERTNERSNSEEEN
FHBT EFHZREGCHESTRTER
WREE R ETHE

17 B ERIA

R-ZBE-F+-_HA=1+—8"
NTEREZERERZHATE

EETA T8

IR E BB

Hibby =R

AALEEGRBGR RS TEK —EEZE
YAZBE 2 BEINEBER - B R E
BIETRIIE -

16. PROVISION FOR RETIREMENT AND
TERMINATION BENEFITS (Cont'd)

The balance mainly represents the provision for retirement and
termination benefits, which include long service payments, for the
employees of the Group. Provision is made to the extent that a
liability for past services is expected to be payable in the
foreseeable future. During the year, payments of $5,511,706 were
made to employees who retired or left the Group during the year.
The amount of payment was determined in accordance with the
relevant labour laws and regulations governing retirement and
termination payments and is reviewed by the directors on an
annual basis and adjusted where applicable.

17. DEFERRED TAXATION

As at December 31, 2001, deferred taxation represented the
taxation effect of the following timing differences:

F5H
Group
2001 2000
Accelerated depreciation
allowances 2,771,493 3,651,740
Other timing differences (1,200,550) (1,980,797)
1,570,943 1,670,943

No deferred taxation has been provided for the assets revaluation
surplus because such surplus does not constitute a timing
difference for taxation purposes and the realization of the reserve
is not subject to taxation.

Tristate Holdings Limited
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Tristate Holdings Limited

17. DEFERRED TAXATION (Cont'd)

The retained profits of certain foreign subsidiary companies would
be subject to additional taxation if they are distributed. The
estimated withholding tax effect on the distribution of retained
profits of these foreign subsidiary companies were approximately
$8,065,000 (2000 - $7,083,000). In the opinion of the directors
these retained profits are, at the present time, required to finance
the continuing operations of the subsidiary companies and no
distribution would be made in the foreseeable future. Accordingly,
no provision for additional taxation has been made.

As at December 31, 2001, there was no other significant
unprovided deferred taxation.

18. SHARE CAPITAL

FEREMFLTH
Group and Company
2001 2000
Authorized:
500,000,000
(2000 - 500,000,000)
ordinary shares
of $0.10 each 50,000,000 50,000,000
Issued and fully paid:
268,735,253
(2000 - 263,390,253)
ordinary shares
of $0.10 each 26,873,525 26,339,025
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18. SHARE CAPITAL (Cont'd)

Movements in share capital during the year are as follows:

Biz@E 4]
Number of shares Amount
2001 2000 2001 2000
Balance, beginning
of year 263,390,253 263,390,253 26,339,025 26,339,025
Exercise of share
options (Note 19) 5,345,000 — 534,500 —
Balance, end of year 268,735,253 263,390,253 26,873,525 26,339,025

On June 13, 2001 and June 15, 2001, 400,000 and 4,945,000 ordinary shares of
$0.10 each were issued at a premium of $1.52 each on exercise of share
options. The exercise price of these share options was $1.62.

19. SHARE OPTIONS

On November 28, 1997, a share option scheme (the “Share Option Scheme”)
was approved by the shareholders of the Company, under which the directors of
the Company may, at their discretion, invite any full-time employee or executive
director of the Company or its subsidiaries to take up options at $1 each as
consideration for the options to subscribe for ordinary shares in the Company.
Each option is entitled to subscribe for one ordinary share of the Company and
the subscription price is determined by the board of directors at not less than
80% of the average closing price of the shares of the Company as stated in the
daily quotation sheets issued by the SEHK for the five business days
immediately preceding the date of offer of the option or the nominal value of the
shares, whichever is the higher. The options are exercisable in stages
commencing twelve months from the date of grant as determined by the Board
of Directors from time to time at the date of grant. The expiry dates of the
options are three years after their respective dates of grant.

Tristate Holdings Limited
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19. SHARE OPTIONS (Cont'd)

A summary of the movements of share options granted under the
Share Option Scheme of the Company to full-time employees
(including directors) during the year is as follows:

MEENE
Number of share options
SRITEER FA/TF FRTE FR%RH
Exercise  FHERE Granted  Exercised Lapsed
#/HAM fTERIE price Beginning during during during FReE
Date of grant Exercise period per share of year the year the year the year End of year
(KFsE 18)
(Note 18)
1998 & 1999 6 A16 HZE $1.62 8,186,000 — (5,345,000) (2,841,000) —
6H16H 20016 A15H
June 16, 1998 June 16, 1999 to
June 15, 2001
1999 & 2000F 11 A9RZE $1.39 11,960,000 — = (300,000) 11,660,000
1M1A9H 2002 11 A8 H
November 9, 1999 November 9, 2000 to
November 8, 2002
2000 F 2001 F5 8228 $1.20 1,300,000 — — (300,000) 1,000,000
5H22H 20035 A 21 H
May 22, 2000 May 22, 2001 to
May 21, 2003
21,446,000 — (5,345,000) (3,441,000) 12,660,000

RZBE-FAT=AN-_ZBZ—F A+
A B - 5 5I5H400,0000% & 4,945,0000% 8 A% 4
BEERITERBS1.622 RBETE  AHRET
5,345,000k "R A2 EBR - ZEHERETE
Al—X - AARRMD T ENNEFHES R
£$2.0581$2.03 - RNEE - AERETERE
MIEZATBAASEREMEINFEANL
B2 ERKES #£753,441,0008% °

Tristate Holdings Limited

On June 13, 2001, 400,000 share options were exercised and on
June 15, 2001, 4,945,000 share options were exercised by the
grantees to subscribe for a total of 5,345,000 ordinary shares of
the Company at $1.62 per share. The weighted average closing
price of the shares of the Company immediately prior to the date
on which the share options were exercised was $2.05 and $2.03
respectively. During the year, 3,441,000 share options granted
were lapsed because either the grantees ceased their

employment with the Group or the option period expired.
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20.1E fi§ 20. RESERVES
rEH Group
a. A%EBEZX a Movements in reserves of the Group during the year are as follows:
FEMB
2HER
LUl
2001 2000
BHERH
HEGGE
BEEMHE Contributed
Assets ERGH 31 ] BXER suplisand ~ RERF
revaluation  Exchange Capital Share general Retained &t aif
reserve reserve reserve premium reserve profits Total Total
EER Beginning of year MA10300  (148163,604) 113833320 — 6193092 111723485 537996594 525475314
Hhanes Change in accounting
HEERE policy with respect to
(Rt 36) dividends (Note 36) - - - - — 3606830 31606830 21071220
ENER - Beginning of year,
L as restated 44410340  (148163,644) 113,833,320 - 416,193,092 143,330,316 569,603,424 546,546,534
REERE Profit attributable to
payil shareholders - - - - - 91,022,138 91,022,138 112,662,824
Interim dividend/
hERE/ LERE Dividends as
ZRE previously reported - - - - —  (10,749410)  (10,749.410)  (47.410,245)
aken Change in accounting
gitHRE policy with respect to
(W 36) dividends (Note 36) - - - - —  (31606830)  (31,606830) 10,535,610
BE - 23 Dividends, as restated
(W2r) (Note 27) - - - - —  (423%6,240)  (42356,240) (36,874,635
Premium on new shares
RiTieERE issued on exercise of
BTHaER share options
(frt18) (Note 18) - - - 8,124,400 - - 8,124,400 =
Exchange differences
arising from
HIHEART translation of financial
U statements of foreign
BRREN subsidiaries and
EiNEZE associates - 4,640,746 - - - - 4640746 (52,731,299
LR Transfer to reserves - - 381,114 - 1810574 (2,192,288) - =
Frer End of year 44410340 (143522898) 114,215,034 8124400 418003666 189803926 631,034,468 569,603,424
f%: Representing:
BB_ Reseres 604,160,943 537,996,594
RERE__ Proposed dividend 26,873,525 31,606,830
631,034,468 569,603,424
ARAR The Company and
HEAR subsidiaries 44410340 (132,719,611) 114,215,034 8,124,400 418,003,666 167,984,921 620,018,750 565,270,350
BENT Associates - (10,803,287 ) - - - 21,819,005 11,015,718 4,333,074

4410340 (143522898) 114,215,034 8124400 418,003,666  189,803926 631,034,468 569,603,424
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20. RESERVES (Cont'd)
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PEZERIREERKPEZ2IELEIR
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(i) AEBZHEMBARIALERKERN 2
R TORINEBRER  BEEZ
FEEEMERESZA TR - &8
RERTEEHE R EANEHERE
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BRERILERNENER - DEH B
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Tristate Holdings Limited

The contributed surplus represents the excess in value of
shares acquired in consideration for the issue of the
Company's shares over the nominal value of those shares
issued. Under Bermudian Law, the contributed surplus is
distributable.

Under Taiwan Company Law, the subsidiaries incorporated in
Taiwan are required to set aside 10% of their net profit each
year to reserve. The aforementioned appropriation to the
reserve shall be made in the following year until the
accumulated reserve equals the paid-in capital. Such reserve
may be used to offset a deficit or, when it has reached 50% of
the paid-in capital, up to 50% thereof may be transferred to
capital. The amount set aside is included under general
reserve. During the year, there was no transfer to the general
reserve (2000 - Nil). In addition, any profit on disposal of fixed
assets net of taxation of these subsidiaries has to be
transferred to capital reserve pursuant to Taiwan Company
Law in the following year. During the year, approximately
$382,000 was transferred to capital reserve (2000 - Nil).

The laws and regulations of the PRC require wholly foreign-
owned enterprises in the PRC to provide for certain statutory
reserves namely general reserve, enterprise expansion fund
and staff welfare and bonus fund which are appropriated from
net profit as reported in the statutory accounts.

(i) The Group's subsidiaries in the PRC are required to
allocate at least 10% of its after-tax profit to the general
reserve until the reserve has reached 50% of its
registered capital. General reserve can only be used, upon
approval by the relevant authority, to offset accumulated
losses or increase capital. The enterprise expansion fund
can only be used to increase capital upon approval by the
relevant authority. Appropriation to enterprise expansion
fund is at the discretion of the board of directors of the
subsidiaries in the PRC. For the year ended December 31,
2001, the subsidiaries in the PRC have transferred
approximately $1,811,000 (2000 - $29,000) to general
reserve.
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RIE ° RNEFEE LB A A$321,000
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BEEMREETEEASEDH AR BRALY
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Notes to the Financial Statements

20. RESERVES (Cont'd)

d. (Cont'd)

(i) The staff welfare and bonus fund can only be used for the
welfare of the employees of the subsidiaries in the PRC.
Appropriation to the staff welfare and bonus fund is at the
discretion of the board of directors of the subsidiaries in
the PRC. During the year, an appropriation of
approximately $321,000 (2000 - $80,000) was made and
was charged to general and administrative expenses and
included in accruals and other payables in the
consolidated financial statements.

Included in assets revaluation reserve was a revaluation
surplus of $6,189,653 (2000 - $6,189,653) in respect of certain
land and buildings which were originally held for own-use in
Hong Kong under medium-term lease but subsequently used
for investment purposes in 2000. This amount of revaluation
surplus may be transferred to retained profits upon the
retirement or disposal of the property.

Included in the capital reserve as at December 31, 2001 was
goodwill of $10,766,014 (2000 - $10,766,014) as a result of
acquisitions of subsidiaries in prior years. The directors are of
the opinion that there was no impairment in the value of
goodwill as at December 31, 2001.

Tristate Holdings Limited
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20. RESERVES (Cont'd)

Company

Movements in reserves of the Company during the year are as follows:

Beginning of year
Change in accounting policy with
respect to dividends (Note 36)
— Dividend
— Dividend income from
subsidiaries

Beginning of year, as restated

Profit for the year
Change in accounting policy with
respect to dividend income
(Note 36)

Profit for the year, as restated

Interim dividend/ Dividends as
previously reported

Change in accounting policy with
respect to dividends (Note 36)

Dividends, as restated (Note 27)

Premium on new shares issued on
exercise of share options
(Note 18)

End of year

Representing:
Reserves
Proposed dividend

2001 2000
#inEe
EEE
Contributed
BFRE surplus and REBRH
Share general Retained &t A&t
premium reserve profits Total Total
— 431,020,453 16,189,503 447,209,956 438,419,404
- — 31,606,830 31,606,830 21,071,220
= — (45,858,000) (45,858,000) (47,000,000)
— 431,020,453 1,938,333 432,958,786 412,490,624
- — 36,712,695 36,712,695 56,200,797
- — 45,858,000 45,858,000 1,142,000
- — 82570,695 82,570,695 57,342,797
—_ — (10,749,410) (10,749,410) (47,410,245)
- — (31,606,830) (31,606,830) 10,535,610
- — (42,356,240) (42,356,240) (36,874,635)
8,124,400 - - 8,124,400 —
8,124,400 431,020,453 42,152,788 481,297,641 432,958,786
454,424,116 401,351,956
26,873,525 31,606,830
481,297,641 432,958,786

As at December 31, 2001, the aggregate amount of reserves available for distribution to
shareholders of the Company was $473,173,241 (2000 - $432,958,786).
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21. TURNOVER AND REVENUE

Turnover - sale of goods
Interest income
Rental income from

investment properties

Quota income
Handling income (Note 3)

22. FINANCE COSTS

Interest expense on:
- bank loans and overdrafts

repayable within five
years

- trading balances with
associates (Note 3)

Notes to the Financial Statements

Turnover and revenue of the Group consist of:

F5RE
Group

2000

2,328,787,021 2,431,891,184

3,154,983 10,102,039
966,000 540,000
9,337,082 14,868,138
29,722,670 26,403,803

2,371,967,756 2,483,805,164

FEE
Group

2000

7,644,624 13,903,433

9,482 2,007,612

7,654,106 15,911,045

Tristate Holdings Limited
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23. BB VBEEMIA  23. PROFIT BEFORE TAX AND MINORITY INTERESTS
R F

Bk DB EER RIS FIEET  Profit before tax and minority interests is determined after crediting and
ASHRIATEIE : charging the following:

b 3401
Group
2001 2000
BErA Crediting :
MEHA Interest income in respect of:
—R1TFH - bank deposits 1,620,232 3,364,710
—RHEBE - long-term advances 210,865 247,285
L /NG o - trading balances with associates
g5 (Ka3) (Note 3) 1,323,886 6,490,044
REYE Rental income from
HE WA investment properties 966,000 540,000
Hh & & Wz Gain on other investments 1,433,908 -
JE N U s 558 Exchange gain, net 3,161,513 32,988,089
HEBTETEEZWZ Gain on disposals of fixed assets, net 622,363 —
RIRAEERE S Written-back of provision for retirement
LR (Hz216) and termination benefits (Note 16) 1,282,304 —

Tristate Holdings Limited
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Notes to the Financial Statements

23.BBRRVBRREIAMAE 23. PROFIT BEFORE TAX AND MINORITY INTERESTS (Cont'd)

(&)
FRE
Group
2001 2000

Bk Charging :
ET (BRES) KA Staff (including directors) costs

—F & FERL - salaries and other allowances 429,780,881 465,712,301

— RIS EH B - pension scheme contributions 10,734,913 9,959,923
RETEES Provision for inventory obsolescence 10,571,109 8,722,775
HERK AR Cost of inventories sold

(REIARKK) (including workers' wages) 1,804,194,324 1,874,001,662
ETEENE Depreciation on fixed assets 44,781,134 45,976,963
HEBTEERK TS Loss on disposals of fixed assets, net — 208,961
FEE Interest expense in respect of:

- TFREERRN - bank loans and overdrafts

RITEFME repayable within five years 7,644,624 13,903,433
— BB N AW - trading balances with associates
B o5& (H:3) (Note 3) 9,482 2,007,612

KEREMMESIH - Rental expense under operating leases:

—THAEF - land and buildings 48,213,801 43,743,062

—H % - other equipment 179,282 78,130
BERE Provision for doubtful debts 3,206,106 8,287,013
A A Auditors’ remuneration 3,227,828 3,603,893
ERBREVMERE Deficit on revaluation of

(Hf#E9) investment properties (Note 9) 500,000 437,500
RANMBER 2 EH Provision for retirement and

(BtsE16) termination benefits (Note 16) 12,217,890 37,621,186
Lil=pNG Provision for impairment

B2 of a subsidiary = 8,006,538
24 B RESRT 24. PROFIT ATTRIBUTABLE TO SHAREHOLDERS

EREEGRGAEFF - E5F AKX The consolidated profit attributable to shareholders includes a profit of
AFERENC BN SRR E  $82,570,695 (2000 - $57,342,797), as adjusted for the change in accounting
B {E W # & 2% F $82,570,695 policy in respect of dividends, dealt with in the financial statements of the
(2000—$57,342,797) ° Company.
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Tristate Holdings Limited

25. TAXATION

Hong Kong profits tax has been provided at the rate of 16% (2000
- 16%) on the estimated assessable profit for the year. Taxation on
overseas profit has been calculated on the estimated assessable
profit for the year at the rates prevailing in the respective
jurisdictions.

F5H
Group
2001 2000
Company and subsidiaries:
Hong Kong profits tax
- current year 3,168,841 4,257,725
- (over) under provision
in prior year (254,637) 161,639
Overseas taxation
- current year 4,723,537 4,797,814
- under provision
in prior year — 48,006
7,637,741 9,265,184
Associates:
Overseas taxation 1,363,496 1,463,580
9,001,237 10,728,764

The subsidiaries in the PRC are generally granted a tax holiday of a
2-year exemption followed by a 3-year 50% reduction in income
tax rate commencing from the first profit-making year. Upon expiry
of the tax holiday, if the export sales of the subsidiaries exceeded
70% of the total sales for the year, the entities are entitled to a
50% reduction of the income tax rate. One of the PRC subsidiaries
is currently enjoying its tax holiday.

One of the Philippines subsidiaries is currently enjoying income
tax exemption under the Income Tax Holiday Incentive in the
Philippines. Such income tax holidays will expire between 2001
and 2002.
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26.EXRELEREHFZRACHE

a. E¥Me
BECRAEODF161(1)ENEBBE RS

FERATM EHRR - HEEWENRE
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BUFMTEE

ik

RITESERFUTES

idkn
¥e o 2R
H B YRR
& F (i)

RAREHR
BN MENIEA

(i) EVEABEADARMOHSERERT
EEMBERERTEZANTEERZEN
=B MIRESRREFRFERHEZR
h  ZEBR_ZT-—FRLEDH A
$1,215,000(2000— &) ' WE T FEAE
BIMGERE -
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26. DIRECTORS’ AND FIVE HIGHEST PAID
INDIVIDUALS’ EMOLUMENTS

a. Directors’ emoluments
Directors’ emoluments, disclosed pursuant to Section 161(1)

of the Companies Ordinance and the Listing Rules of the
SEHK, are as follows:

F5RE
Group
2001 2000
Independent non-executive
director
Director fees 110,000 140,000

Executive directors and
non-executive directors
Director fees 245,000 290,000
Salaries, allowances, and
other allowances

and benefits in kind (i) 12,245,545 10,547,665
Pension scheme

contributions 400,116 283,800

Bonuses paid and payable 3,920,820 5,563,220

16,811,481 16,684,685

Total 16,921,481 16,824,685

(i) Benefits in kind include the difference between the
market price of the Company’'s shares and the exercise
price of share options granted to the directors at the date
of exercise of those options irrespective of whether the
resulting shares were sold or retained by the directors.
The difference amounted to approximately $1,215,000 in
2001 (2000 - Nil) and did not affect the results of
operations of the Group.

Tristate Holdings Limited
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26.EFRELEmEHFzERZi#M& 26.DIRECTORS’ AND FIVE HIGHEST PAID

(&) INDIVIDUALS’ EMOLUMENTS (Cont'd)
a. EFEMe (B a. Directors’ emoluments (cont'd)
EEMeREZSABNMESHEI>NOT - The emoluments of the directors analyzed by the number of

directors and emolument ranges are as follows:

EEAH
Number of directors
2001 2000

$1,000,000A T Up to $1,000,000 6 6
$1,000,001—$1,500,000 $1,000,001 - $1,500,000 1 1
$2,000,001—%2,500,000 $2,000,001 - $2,500,000 2 2
$3,500,001—$4,000,000 $3,500,001 - $4,000,000 — 1
$4,000,001 - $4,500,000 $4,000,001 - $4,500,000 1 —
$6,000,001 - $6,500,000 $6,000,001 - $6,500,000 1 1

1 11

Tristate Holdings Limited
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26.EXERELEREHCERCHE

(%)
b. HEBBREFRAZHS

BLEReFMEES - M4 (2000— M
R)REE  EMECHE@)TERE - REF
BHARZMBRARN LEHHA -4
(2000——%) ITHABRFMBEENT -

e EMREMEY

HERE AR (1)
RIS HR
KB EREAT

(i) EPVEMNEEARAROHTSERE
RTEEMNBIRERTEZ BNITER
BZENEE MTHREERKRREE
BENEZRD ZBR_ZZ—F4
E#4)A$243,000(2000— ) » WA
FERASENKEERE -

AEE YEAAUGSHFAL(BREE
E KEMEER) XM EMBE SRR M
AREREIRERMAOME
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26. DIRECTORS’ AND FIVE HIGHEST PAID
INDIVIDUALS’ EMOLUMENTS (Cont'd)

b. Five highest paid individuals’ emoluments

Of the five highest paid individuals in the Group, four (2000 -
four) are directors of the Company whose emoluments are
disclosed in (a) above. The emoluments of the remaining one
individual (2000 - one individual), disclosed pursuant to the
Listing Rules of SEHK, are as follows:

3L |
Group
2001 2000
Salaries, allowances, and other
allowances and benefits
in kind (i) 1,748,000 1,217,100
Pension scheme contributions 82,300 56,005
Performance-related bonuses 500,000 890,000
2,330,300 2,163,105

(i) Benefits in kind include the difference between the
market price of the Company’'s shares and the exercise
price of share options granted to the individual at the date
of exercise of those options irrespective of whether the
resulting shares were sold or retained by the individual.
The difference amounted to approximately $243,000 in
2001 (2000 - Nil) and did not affect the results of
operations of the Group.

During the year, no emoluments were paid to the five highest
paid individuals (including directors, members and employees)
as an inducement to join the Group or as compensation for
loss of office.

Tristate Holdings Limited



BB HRM

—EE—FH_HA=+—H (BFZFaH ZRAMBELEUNETREML)

December 31, 2001 (Amounts expressed in Hong Kong dollars unless otherwise stated)

27.R 8

— 20005 F RIS -
BEAERS0.12

(1999—$0.08) -

B

—2001 P HAAL 8.
FEHER$0.04

(2000—$0.06)

Bt

FRERE S

— 2001 FF LRS-
FEREMRS0.10
(2000—$0.12)

ARE RS A

Tristate Holdings Limited

27.DIVIDENDS

Dividends declared before

year end

- Final dividend for 2000
at $0.12 (1999 - $0.08)
per ordinary share,
paid

- Interim dividend for 2001
at $0.04 (2000 - $0.06)
per ordinary share,
paid

Dividend proposed after
year end

- Final dividend for 2001
at $0.10 (2000 - $0.12)
per ordinary share

Total dividends in respect
of the year

Notes to the Financial Statements

FREMELT
Group and Company
2001 2000
31,606,830 21,071,220
10,749,410 15,803,415
42,356,240 36,874,635
26,873,525 31,606,830
37,622,935 47,410,245
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28. 5 AT

BREXBFZIRELAFERREMLEH
$91,022,138 (2000— $112,662,824) * K ANF [E
BETE B 2 hNRE T1920266,321,2128% (2000
—263,390,2530%) 5+ & o

SHRETRMNZREAFERREG R
$91,022,138(2000— $112,662,824) & F A A
RAIRETEBRM ZMETFHEFEN - K
PERTIERBREHERROBETYE - &f
EeRBEaNERNMETIEBREA
270,172,928 (2000 — 265,057,364f%)

ARFEERANEEERABNNEBREEN
HERMT

ATEERERET
{5 F 9 p0 7 F 15
gl

REEREEITN
gl

ATEEREERT
{5 F 9 p0 7 F 15
gl

28. EARNINGS PER SHARE

The calculation of basic earnings per share is based on the net
profit for the year attributable to shareholders of $91,022,138
(2000 - $112,662,824), divided by the weighted average number of
ordinary shares outstanding during the year of 266,321,212 shares
(2000 - 263,390,253 shares).

Diluted earnings per share is computed by dividing net profit for
the year attributable to shareholders of $91,022,138 (2000 -
$112,662,824) by the weighted average number of ordinary shares
outstanding during the year adjusted for the effects of all dilutive
potential ordinary shares from exercise of share options. The
weighted average number of ordinary shares used to compute
diluted earnings per share were 270,172,928 shares (2000 -
265,057,364 shares).

A reconciliation of the number of ordinary shares for calculation of
basic and diluted earnings per share is as follows:

FEE
Group
2001 2000
Weighted average number of
ordinary shares used in
calculating basic earnings
per share 266,321,212 263,390,253
Deemed issue of ordinary
shares for no consideration 3,851,716 1,667,111
Weighted average number of
ordinary shares used in
calculating diluted earnings
per share 270,172,928 265,057,364

Tristate Holdings Limited
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20.iF AR & MBRME 29.NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS

a. BRELBRREDIEN a
BREXBZHASRAFR

Reconciliation of profit before tax and minority interests to net cash inflow
from operating activities:

Tristate Holdings Limited

R -
E 31 |
Group
2001 2000
BB R DR R ER Profit before tax and
Al i A minority interests 101,600,813 127,380,221
i A=NG g Share of profit from associates (8,647,770) (8,443,613)
CRiA) & m - (Less) Add:
RITHFHF BWA Interest income on bank deposits (1,620,232) (3,364,710)
RHBE Interest income from long-term
LS A advances (210,865) (247,285)
RITE R Interest expenses on bank loans and
BB overdrafts 7,644,624 13,903,433
Hni& & Mz Gain on other investments (1,433,908) —
EETEENE Depreciation on fixed assets 44,781,134 45,976,963
HEBTEEE (W) (Gain) Loss on disposals of
Bk % fixed assets, net (622,363) 208,961
BEKRE Deficit on revaluation of
MERE investment properties 500,000 437,500
Lil=PNG] Provision for impairment of
BEEE a subsidiary = 8,006,538
JE U R 15 A0 R I Decrease (Increase) in bills receivable
R BORL A (12 0) and accounts receivable 19,424,441 (50,336,719)
FERD Decrease in inventories 6,903,951 22,283,361
8+ FRIEF Decrease in prepayments and
H b & IR other receivables 1,360,952 3,804,137
FEFT B & A R FR (Decrease) Increase in amounts
(R ) 10 due to associates (1,671,815) 25,279,828
e RBFER (Decrease) Increase in bills payable
BRECRLA) 180 and accounts payable (33,912,642) 18,381,695
JE 1 B FA R E b JE A5 3R (Decrease) Increase in accruals
(R4 12 and other payables (32,804,091 5,028,344
RIRFIBER & Increase in provision for retirement
ARSI N and termination benefits 5,423,880 28,642,165
REEB 2 Net cash inflow from
WE RN FH58 operating activities 106,716,109 236,940,819
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29.iFEHE&MEZER 29.NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS

MEE (&)

b. MEAEBHN

EER

BERITER

fiRERES
8BSl
ZERRERE

RERMEA

30.88 TR S

BE-_TT-F+ZA=
+—AL  AEB 2R
OB £ ¥ W
$1,017,000,000 ( 2000—
$966,000,000) @ E#F A
EEXRE BEX8 25
BEBRRBEY UK
REBHB D FR—RIR
TRE - MABAZRIT
7t & %8 # $918,000,000
(2000—$838,000,000) °
ARRAZEREREN
$999,000,000 (2000 —
$944,000,000) Z A & 4&
RIERER -

(Cont'd)

b. Analysis of changes in financing:

Beginning of year

Repayment of bank loans

Issuance of ordinary share capital
at a premium on exercise of
share options

Transfer from retained profits

End of year

F5%E
Group
2001 2000
dnagn
— R
Contributed
BE BXBE  surplusand
Share Share general &kt £t
capital premium reserve Total Total
26,339,025 — 416,193,092 442,532,117 456,688,839
- — — —  (14,156,722)
534,500 8,124,400 — 8,658,900 —
- - 1,810,574 1,810,574 —
26,873525 8,124,400 418,003,666 453,001,591 442,532,117

30. BANKING FACILITIES

As at December 31, 2001, the Group had aggregate banking facilities of approximately
$1,017,000,000 (2000 - $966,000,000) for loans, overdrafts, trade financing and forward
contracts and general banking facilities granted to subsidiaries. Unused facilities as at
the same date amounted to approximately $918,000,000 (2000 - $838,000,000). These
facilities are secured by corporate guarantees given by the Company of approximately
$999,000,000 (2000 - $944,000,000).

Tristate Holdings Limited
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31. COMMITMENTS

Operating lease commitments

The total future minimum lease payments payable under non-
cancellable operating leases of the Group are as follows:

F5H
Group
2001 2000
(H17£36)
(Note 36)
Land and buildings:
- Within 1 year 33,540,955 38,876,587
- After 1 year but within
5 years 38,441,082 50,232,721
- After b years 77,808,560 82,663,260
149,790,597 171,772,568

The Group has entered into a number of operating lease
contracts for the leasing of factory, office and warehouse
space mainly in Hong Kong, the PRC, Taiwan and the
Philippines. The terms of the operating leases vary among
different contracts expiring from January 2002 to February
2046.

Capital commitments

As at December 31, 2001, the Group had the following capital
commitments in relation to office renovation and purchase of

equipment:
A%E
Group
2001 2000
Authorized and contracted for 499,013 2,317,937
Authorized but not contracted

for — —
499,013 2,317,937
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2.8 RAR

R-ZEZT—F+_-fF=+—H "EEVTES
BRENDBBEZEE (2000—$1,563,120) fE A&
HREE -

33EK AT BIREE

AREETE  FRENSEGERKEH

&l -

a. ARBEEFBRYLTMEHRAESHE -

EF-EERABEFAR/EEBREXE
AtARAEZKAZRBEE MR - R
ButatE - AREIHFALEREEHE L
5% @ MEBZHHRIMBEFHE.25% ° A&t
B EERMBUEE ASEE BAKHE
ZEEDH

AR S B Bl 3R A B 2 R B AR
HAMEE 2 R o NENINERE M2 A
$373,000 (2000—$160,000) % - NEE 7 4
HF 4 5$3,184,000 (2000 — $3,025,000) ©

R-_TTETF+ A —HFER  ~EETH
HEREE2MAHIMELTBEHE - tt5t3l
LEE-_SETFNERZBHIERERE
PIRRSL - RIBULFT B Z IR - AEE R
B[R BHAKRRHIEAEREPIRE
ZEEABZSNEBAHRK - A EREER
BEHF RS EBAASLRAEERE
$20,000 - {E B & A AER$4,000 - &
BzHmmE R -

AEEAEEZABHERAEEHRANA
$1,918,000 (2000—$157,000)

32. CONTINGENT LIABILITIES

As at December 31, 2001, the Group had no contingent liabilities
in respect of bills discounted with recourse (2000 - $1,563,120).

33. PENSION SCHEME ARRANGEMENTS

The Group operates pension schemes in Hong Kong, the
Philippines and Taiwan.

a.

The Group operates two defined contribution schemes in
Hong Kong.

The first defined contribution scheme is designed for all
permanent full-time employees in Hong Kong who have
completed fifty-nine days of service. Under the plan, the
Group contributes 5% of participating employees’ salaries and
the employees contribute 5% of their salaries. The assets of
the scheme are held separately from those of the Group in
independently administered funds.

The forfeited contributions made by the Group and the related
accrued interest are used to reduce the employers’
contribution. During the year, the aggregate amount of
employers’ contribution made by the Group was
approximately $3,184,000 (2000 - $3,025,000), after deduction
of forfeited contributions of approximately $373,000 (2000 -
$160,000).

Since December 1, 2000, the Group has arranged for its
employees in Hong Kong to join the Mandatory Provident
Fund Scheme (the "MPF Scheme”). The MPF Scheme was
introduced pursuant to the Mandatory Provident Fund
legislation introduced in 2000. Under the MPF Scheme, the
Group and each of the employees make monthly contribution
to the scheme at 5% of the employees’ earnings as defined
under the Mandatory Provident Fund legislation. Both the
employers’ and the employees’ contributions are subject to a
cap of monthly earnings of $20,000 per employee. For those
employees with monthly earnings less than $4,000, the
employees’ contributions are voluntary.

During the year, the aggregate amount of employers’

contribution made by the Group to the MPF Scheme was
approximately $1,918,000 (2000 - $157,000).

Tristate Holdings Limited
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3B RHEEHBIRE (B) 33. PENSION SCHEME ARRANGEMENTS (Cont'd)

ABNFREZEREEOIXENAEE
R Z B AEEEE - BHIRES R
BEERE—EAAFZEATENLET -
RERN  AEERULFIAZHETOA
$1,995,000 (2000 —$1,568,000) °

B RBG At EREFAERBURE
ffilnes G. Belleza® — 2T F— A — B
o W BERANBEMRHR RS
FEDRIRITRAEMEERAE] - ANE
EABEBMNZ EEREBAAERZR10%.2
FHERRI%FTEEERR - AEEH
BBl BEHRROE B IZTERS
A ZTEHRSH - SMZ R AERTE
B2 e

BRE-ZTEZTF-A+—BZ2RBATR
E HEEECAKLERTENSR
$5,453,000 ' hZ BIRBHaT AT B ELD
95% o ZFE#1$262,000 * REE AR 2 #
TR RIS F RSN o

AREBRRIRBERBEHRRERE2F
BHEXTEXNERAENTRERE -

AEEMERESBAEFNAFERIE
Z8%(2000—8%) ' ZELHEERIKE
SLEQEE  NUZEBEZEEZTHER
Central Trust of China° RER » KEE
FLUL T EEH 2 #5047 5$3,638,000 (2000
—$5,210,000) °

R — KRS EREERERBUR
B Hi1TWatson Wyatt Taiwan Branch? =
ZT-F+ZA=1+—HBEHY - kHEHA
NEERAMR R AR ENE
REERAE] - ANEERKESREMNZE
SRBFABEREBTRZITEER, T%2E8F
BRERHK2.5%FE6%2 MEFEE -
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The defined benefits pension plans in the Philippines cover
substantially all of its regular employees. The benefits are
based on a certain percentage of the final monthly basic salary
for every year of credited service. During the year, the Group's
contributions to the plans amounted to approximately
$1,995,000 (2000 - $1,568,000).

The latest actuarial valuations were performed on January 1,
2000 by Ines G. Belleza, a professionally qualified independent
actuary. The actuarial method used in the valuation to
determine the required contribution rate is the “Projected Unit
Credit Actuarial Cost” method. The principal actuarial
assumptions used to determine pension benefits were an
annual salary increase of 10% and an annual return on the
plans’ assets of 9%. The Group’s annual contributions to the
pension plans consist of a payment covering the current
expected service cost for the year plus a payment towards
funding the actuarial accrued liabilities.

According to the actuarial report dated January 11, 2000, the
unaudited aggregate market value of the plans’ assets was
approximately $5,453,000, which represented approximately
95% of the aggregate actuarial accrued liabilities on that date.
The aggregate amount of deficiency of approximately
$262,000 is being amortized over the remaining expected
service life of the employee group.

The Group is legally obliged to pay retirement benefits to its
employees in Taiwan based on the length of service and
average salaries or wages at the time of retirement.

The Group makes monthly contributions, at approximately 8%
(2000 - 8%) of salaries and wages, to a retirement fund which
is administered by the employees retirement fund committee
and deposited in the committee’s name in the Central Trust of
China. During the year, the Group's contribution to the plan
amounted to approximately $3,638,000 (2000 - $5,210,000).

The latest actuarial valuation was performed on December 31,
2001 by Watson Wyatt Taiwan Branch, a professionally
qualified independent actuarial firm. The actuarial method
used in the valuation to determine the required contribution
rate is the “Projected Unit Credit Cost” method. The principal
actuarial assumptions used included a 7% discount rate, a 7%
rate of annual investment return and annual salary escalation
rates which ranges from 2.5% to 6%.
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3EKERBIREE (B
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33. PENSION SCHEME ARRANGEMENTS (Cont'd)

According to the actuarial reports dated January 31, 2002, the
unaudited aggregate market value of the plan’'s assets was
approximately $32,831,000, which represented approximately
70% of the actuarial accrued liability on that date. The
aggregate amount of deficiency of approximately $15,496,000
is being amortized over the remaining expected service life of
the employee group.

34. ADDITIONAL FINANCIAL INFORMATION ON
CONSOLIDATED BALANCE SHEET

As at December 31, 2001, the net current assets of the Group
amounted to $270,252,710 (2000 - $198,853,333) and the total
assets less current liabilities was $701,111,562 (2000 -
$631,024,323).

35. SUBSEQUENT EVENTS

On April 9, 2002, the directors of the Company declared a final
dividend of $0.10 per ordinary share totaling $26,873,525.

36. COMPARATIVE FIGURES

Certain of the 2000 comparative figures have been reclassified to
conform to the current year's presentation. The major
reclassifications included the reclassification of provision for
inventory obsolescence and provision for bad debts from “Other
income, net” to “Cost of sales” and “General and administrative
expenses” respectively.

In prior years, dividends in respect of a financial year proposed or
declared after the balance sheet date were recognized as a liability
as of the balance sheet date. Because of the adoption of SSAP 9
(revised) “Events after the balance sheet date”, dividends
proposed after the balance sheet date are no longer recognized as
a liability at the balance sheet date, while dividend income
proposed or declared by the subsidiaries after the balance sheet
date is no longer recognized as income. As a result of this change
in accounting policy, the beginning retained profits of the Group as
at January 1, 2000 and January 1, 2001 have increased by
$21,071,220 and $31,606,830 respectively. In addition, the
beginning retained profits of the Company as at January 1, 2000
and January 1, 2001 have decreased by $25,928,780 and
$14,251,170 respectively.

The comparative information in the operating lease commitment
disclosure is restated to comply with the requirements of SSAP 14
(revised) “Leases”.

Tristate Holdings Limited



