Notes to Financial Statements Bt % 3R 3% ff &=

CORPORATE INFORMATION

The head office and principal place of business
of South East Asia Wood Industries Holdings
Limited is located at Room 2602, 26th Floor, Bank
of America Tower, 12 Harcourt Road, Central,
Hong Kong.

During the year, the Group was involved in the

manufacture and sale of plywood.

The directors consider United Star International
Inc., a company incorporated in the British Virgin
Islands, to be the Company’s ultimate holding
company.

IMPACT OF NEW AND REVISED STATEMENTS
OF STANDARD ACCOUNTING PRACTICE
(“SSAPs”)

The following recently-issued and revised SSAPs
and related Interpretation are effective for the first

time for the current year’s financial statements:

° SSAP 9 (Revised): “Events after the balance

sheet date”

° SSAP 14 (Revised): “Leases”

o SSAP 26: “Segment reporting”

° SSAP 30: “Business combinations”
° SSAP 31: “Impairment of assets”
° SSAP 32: “Consolidated financial statements

and accounting for investments in

subsidiaries”
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Notes to Financial Statements (cont'd) Bt IR R KTz (&)

IMPACT OF NEW AND REVISED STATEMENTS
OF STANDARD ACCOUNTING PRACTICE
(“SSAPs”) (continued)

° Interpretation 13: “Goodwill — continuing
requirements for goodwill and negative
goodwill previously eliminated against/
credited to reserves”

These SSAPs prescribe new accounting
measurement and disclosure practices. The major
effects on the Group’s accounting policies and
on the amounts disclosed in these financial
statements of adopting these SSAPs and
Interpretation are summarised as follows:

SSAP 9 (Revised) prescribes which type of events
occurring after the balance sheet date require
adjustment to the financial statements, and which
require disclosure, but no adjustment. Its principal
impact on these financial statements is that a
proposed final dividend which is not declared
and approved until after the balance sheet date,
is no longer recognised as a liability at the
balance sheet date, but is disclosed as an
allocation of retained earnings on a separate line
within the capital and reserves section of the
balance sheet. The disclosure changes under this
SSAP have resulted in restatement of the amounts
for 1998 and 1997 as disclosed under “Summary
financial information” in the Report of the
Directors.

SSAP 14 (Revised) prescribes the basis for lessor
and lessee accounting for finance and operating
leases, and the required disclosures in respect
thereof. Certain amendments have been made to
the previous accounting measurement treatments,
which may be accounted for retrospectively or
prospectively, in accordance with the
requirements of the SSAP. The disclosure changes
under this SSAP have resulted in changes to the
detailed information disclosed for operating
leases, which is further detailed in note 27 to the
financial statements.
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Notes to Financial Statements (cont'd) Bt MR Kz (&)

IMPACT OF NEW AND REVISED STATEMENTS
OF STANDARD ACCOUNTING PRACTICE
(“SSAPs”) (continued)

SSAP 26 prescribes the principles to be applied
for reporting financial information by segment. It
requires that management assesses whether the
Group’s predominant risks or returns are based
on business segments or geographical segments
and determines one of these bases to be the
primary segment information reporting format,
with the other as the secondary segment
information reporting format. The impact of this
SSAP is the inclusion of significant additional
segment reporting disclosures which are set out
in note 4 to the financial statements.

SSAP 30 prescribes the accounting treatment for
business combinations, including the
determination of the date of acquisition, the
method for determining the fair values of the
assets and liabilities acquired, and the treatment
of goodwill or negative goodwill arising on
acquisition. The SSAP requires the disclosure of
goodwill and negative goodwill in the non-current
assets section of the consolidated balance sheet.
It requires that goodwill is amortised to the
consolidated profit and loss account over its
estimated useful life. Negative goodwill is
recognised in the consolidated profit and loss
account depending on the circumstances from
which it arose, as further described in the
accounting policy for negative goodwill disclosed
in note 3 to the financial statements. Interpretation
13 prescribes the application of SSAP 30 to
goodwill arising from acquisitions in previous
years which remains eliminated against
consolidated reserves. The adoption of the SSAP
and Interpretation has resulted in a prior year
adjustment, further details of which included in
note 23 to the financial statements.
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Notes to Financial Statements (cont'd) Bt IR R KTz (&)

IMPACT OF NEW AND REVISED STATEMENTS
OF STANDARD ACCOUNTING PRACTICE
(“SSAPs”) (continued)

SSAP 31 prescribes the recognition and
measurement criteria for impairments of assets.
The SSAP is required to be applied prospectively
and therefore, has had no effect on amounts
previously reported in prior year financial

statements.

SSAP 32 prescribes the accounting treatment and
disclosures for the preparation and presentation
of consolidated financial statements, and has had
no significant impact on the preparation of these
financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

These financial statements have been prepared
in accordance with Hong Kong Statements of
Standard Accounting Practice, accounting
principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared
under the historical cost convention.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries for the year ended 31 December
2001. The results of the subsidiaries acquired or
disposed of during the year are consolidated from
or to their effective dates of acquisition or
disposal, respectively. All significant intercompany
transactions and balances within the Group have
been eliminated on consolidation.
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Notes to Financial Statements (cont'd) Bt MR Kz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Subsidiaries

A subsidiary is a company whose financial and
operating policies the Company controls, directly
or indirectly, so as to obtain benefits from its
activities.

The Company’s interests in subsidiaries are stated
at cost less any impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries
represents the excess of the cost of the
acquisition over the Group’s share of the fair
values of the identifiable assets and liabilities

acquired as at the date of acquisition.

In prior years, goodwill arising on acquisitions
was eliminated against consolidated reserves in
the year of acquisition. The Group has adopted
the transitional provision of SSAP 30 that permits
goodwill on acquisitions which occurred prior to
1 January 2001, to remain eliminated against
consolidated reserves.

On disposal of subsidiaries, the gain or loss on
disposal is calculated by reference to the net
assets at the date of disposal, including the
attributable amount of goodwill which remains
unamortised and any relevant reserves, as
appropriate. Any attributable goodwill previously
eliminated against consolidated reserves at the
time of acquisition is written back and included

in the calculation of the gain or loss on disposal.
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Notes to Financial Statements (cont'd) Bt IR R KTz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Goodwill (continued)

The carrying amount of goodwill, including
goodwill remaining eliminated against
consolidated reserves, is reviewed annually and
written down for impairment when it is considered
necessary. A previously recognised impairment
loss for goodwill is not reversed unless the
impairment loss was caused by a specific
external event of an exceptional nature that was
not expected to recur, and subsequent external
events have occurred which have reversed the
effect of that event.

Negative goodwill

Negative goodwill arising on the acquisition of
subsidiaries represents the excess of the Group’s
share of the fair values of the identifiable assets
and liabilities acquired as at the date of
acquisition, over the cost of the acquisition.

To the extent that negative goodwill relates to
expectations of future losses and expenses that
are identified in the acquisition plan and that can
be measured reliably, but which do not represent
identifiable liabilities as at the date of acquisition,
that portion of negative goodwill is recognised
as income in the consolidated profit and loss
account when the future losses and expenses

are recognised.
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Notes to Financial Statements (cont'd) Bt MR Kz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Negative goodwill (continued)

To the extent that negative goodwill does not
relate to identifiable expected future losses and
expenses as at the date of acquisition, negative
goodwill is recognised in the consolidated profit
and loss account on a systematic basis over the
remaining average useful life of the acquired
depreciable/amortisable assets. The amount of
any negative goodwill in excess of the fair values
of the acquired non-monetary assets is
recognised as income immediately.

In prior years, negative goodwill arising on
acquisitions was credited to the capital reserve
in the year of acquisition. The Group has adopted
the transitional provision of SSAP 30 that permits
negative goodwill on acquisitions which occurred
prior to 1 January 2001, to remain credited to the
capital reserve. Negative goodwill on subsequent
acquisitions is treated according to the new
accounting policy above.

On disposal of subsidiaries, the gain or loss on
disposal is calculated by reference to the net
assets at the date of disposal, including the
attributable amount of negative goodwill which
has not been recognised in the consolidated profit
and loss account and any relevant reserves as
appropriate. Any attributable negative goodwill
previously credited to the capital reserve at the
time of acquisition is written back and included
in the calculation of the gain or loss on disposal.
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Notes to Financial Statements (cont'd) Bt IR R KTz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of assets

An assessment is made at each balance sheet
date of whether there is any indication of
impairment of any asset, or whether there is any
indication that an impairment loss previously
recognised for an asset in prior years may no
longer exist or may have decreased. If any such
indication exists, the asset’s recoverable amount
is estimated. An asset’s recoverable amount is
calculated as the higher of the asset’s value in
use or its net selling price.

An impairment loss is recognised only if the
carrying amount of an asset exceeds its
recoverable amount. An impairment loss is
charged to the profit and loss account in the
period in which it arises.

A previously recognised impairment loss is
reversed only if there has been a change in the
estimates used to determine the recoverable
amount of an asset, however not to an amount
higher than the carrying amount that would have
been determined (net of any depreciation), had
no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is
credited to the profit and loss account in the
period in which it arises.

TESTRREE (&)

EERERE

BENSHEE BETHE ORE
ERBEMBRETR SORERR
EENBRBRBEFEN A
BEBRZREBRESTER
S RIRE B A PR 2> o fis th IR AE ]
ZERSAEETZEE 2 ATIE
TR —REEZANOESERE
EZEMAEEXAEEEFALE

= é+kk
mERE

fiel & B 2 A% 6 2 38 E 7] Y @ 3R
78 RIRE R =R (B & 18 - Rl (B &5 18
DRELZREFGF ABREERA-

SERTHER 2R ER R 2 ERIUE
E-—HEEZARE R 2 ME
HIREEEF T T ARE  HERBE
F R B IR B E R TR
BEERAZEBEITERRNAES
TEEZKREE (HREATE/
B -REBBRZBREREEL
ZHHERARREK



Notes to Financial Statements (cont'd) Bt MR Kz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated
depreciation and any 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 fixed
assets have been put into operation, such as
repairs and maintenance, is normally charged to
the profit and loss account 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
asset, the expenditure is capitalised as an
additional cost of that asset.

Depreciation is provided on the straight-line basis
to write off the cost of each asset over the
following estimated useful lives:

Leasehold 10-12 years or over
improvements the unexpired lease

terms, whichever is

shorter
Machinery, tools and
equipment 10-15 years
Furniture and fixtures  4-5 years
Motor vehicles 5 years

The gain or loss on disposal or retirement of a
fixed asset recognised in the profit and loss
account is the difference between the net sales
proceeds and the carrying amount of the relevant
asset.
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Notes to Financial Statements (cont'd) Bt IR R KTz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties

Parties are considered to be related if one party
has the ability, directly or indirectly, to control the
other party, or exercise significant influence over
the other party in making financial and operating
decisions. Parties are also considered to be
related if they are subject to common control or
common significant influence. Related parties may
be individuals or corporate entities.

Operating leases

Leases where substantially all the rewards and
risks of ownership of assets remain with the lessor
are accounted for as operating leases. Rentals
payable under the operating leases are charged
to the profit and loss account on the straight-line

basis over the lease terms.

Inventories

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

disposal.
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Notes to Financial Statements (cont'd) Bt MR Kz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Cash equivalents

For the purpose of the consolidated cash flow
statement, cash equivalents represent short term
highly liquid investments which are readily
convertible into known amounts of cash and which
were within three months of maturity when
acquired, less advances from banks repayable
within three months from the date of the advance.
For the purpose of balance sheet classification,
cash and bank balances represent assets which

are not restricted as to use.

Deferred tax

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

beyond reasonable doubt.

Revenue recognition

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

the following bases:

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

3.

TESTRRBE (&)

BRE&%ERA

e eRERME HeH
HEADNERKALBASENHA
2B BRRBRET=EARN
EmZEBeREStERE RER
EXREHEA=EARNERZR
TEF-REEREBERAZER S
HmE ReRBITEFEEER
HRE 2 BE-

I 3E B 1R

BEXERBENZBEERN AR &
PP REAE B S N B 7 R IR
RBRARZTHZFIBEEKRKET
BENBEERBEER - BRIFETR
Eé?TﬁﬁE%ﬁ”ﬁZFﬁ
TR TER DAIT2@RA

W A R
ERBEMEZAARERAREERM
WABE BEr] St B R WA A

BTN AARK:

(a) HEERTEHEBEEZEKRE
R EHREE T E S EER
AR+ 7N 55 B 0 M A —
WEFMBETAEB 2 EE
RETEHE Mz ERIES
R

45




46

Notes to Financial Statements (cont'd) Bt IR R KTz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continued)

(b) interest income, on a time proportion basis
taking into account the principal
outstanding and the effective interest rate

applicable.

Foreign currencies

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

account.

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

exchange fluctuation reserve.
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Notes to Financial Statements (cont'd) Bt MR Kz (&)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Retirement benefits scheme

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the
MPF Scheme. The MPF Scheme has operated
since 1 December 2000. Contributions are made
based on a percentage of the employees’ basic
salaries and are charged to the profit and loss
account as they become payable in accordance
with the rules of the MPF Scheme. The assets of
the MPF Scheme are held separately from those
of the Group in an independently administered
fund. The Group’s employer contributions vest
fully with the employees when contributed into
the MPF Scheme.

SEGMENT INFORMATION

SSAP 26 was adopted during the year, as detailed
in note 2 to the financial statements. Segment
information is presented by way of two segment
formats: (i) on a primary segment reporting basis,
by business segment; and (ii) on a secondary
segment reporting basis, by geographical
segment.

Business segment information is chosen as the
primary reporting format because this is more
relevant to the Group’s internal financial reporting.

3.
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Notes to Financial Statements (cont'd) Bt IR R KTz (&)

4.

SEGMENT INFORMATION (continued)

(a)

(b)

Business segments

The Group has only one business segment,
which is the manufacture and sale of
plywood products. Therefore, no business
segmentation analysis is presented.

Geographical segments

In presenting information on the basis of
geographical segments, segment revenue
is based on the geographical location of
customers. Segment assets and capital
expenditure are based on the geographical
location of the assets. The corporate and
others segment includes general corporate
income and expense items and unallocated
items.
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Notes to Financial Statements (cont'd) Bt MR Kz (&)

4.  SEGMENT INFORMATION (continued) 4. PEER (&)
(b) Geographical segments (continued) (b) HESE (&)
The following tables present revenue, profit/ TREJNASEMHESE 2
(loss) and certain asset and expenditure WA mH/ (BE) RET
information for the Group’s geographical BERAXZER-
segments.
The PRC Thailand Corporate and Others Consolidated
e 35 LEREM &e
2001 2000 2001 2000 2001 2000 2001 2000
“EZ-F "ZETF CET-F "EETEF "BE-F "SERF "2E-F “EEER
HKS'000 HKS000 HK$000 HK$000 HKS'000 HKS000 HKS'000  HKS'000
TR TBzn TR TEx  TEx  TEx  FER  TFE=R
Segment revenue: AEMA:
Sales to external customers BETHREP 52,050 57,579 703 872 - - 52,753 58,451
Other revenue EUA 142 2,326 - - 20,386 1,841 21,028 4,167
Total revenue LN L 52,192 59,905 703 872 20,386 1,841 73,781 62,618
Segment results ECES (14,413)  (14,996) (117) 114 (15543) (15312)  (30,073)  (30,194)
Interest and unallocated gains 8 kA AR AT 19,853 724
Waiver of indebtedness due BeREREO
to bank creditors ER
- 59,591
Profit/(loss) from operating BEEB 2R/
activities (E#8) (10,220) 30,121
Other segment information: Lo EEs:
Segment assets PEEE 122,976 123,337 - - 1,158,228 37178 1,281,204 160,515

Capital expenditure EARY 2,735 1,160

- 19 2,414 2,754 3,574
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Notes to Financial Statements (cont'd) Bt IR R KTz (&)

5. TURNOVER, REVENUE AND GAINS 5. EXHE -WARWK=E
Turnover represents the net invoiced value of EEBNDENREEREBE ST
goods sold during the year, after allowances for BFANLEEM 2 BZEFFE ED
returns and trade discounts, but excludes intra- BIESEANIRS-

group transactions.

An analysis of the Group’s turnover, other revenue REB 2R Bl ARKE
and gains is as follows: DITAT
2001 2000
—EE-F —EEEF
HK$’000 HK$'000
FET FAET
Turnover B
Sale of goods HEEm 52,753 58,451
Other revenue Hg A
Sale of scraps HENE 142 2326
Interest income B WA 6,305 724
Others EA 1,033 1,117
7,480 4,167
Gains W &=
Waiver of long term e H & HA
other loans (note 21) Bk (KisE21) 9,848 -
Write-back of accounts 1 35 FE < BR SR 2
and other payables H b 3 3,207 -
Others Hitn 493 -
13,548 -

21,028 4,167
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PROFIT/(LOSS) FROM OPERATING ACTIVITIES

The Group’s profit/(loss) from operating activities
is arrived at after charging:

Depreciation we

Minimum lease payments T REFH
under operating lease AL &K
on land and buildings HEENFKIE

Auditors’ remuneration %S AN B &

Provision for diminution in REIRE 2 RAE
value of a long term BB
investment

Loss on disposal of a long HERBAEEZ

term investment (note 15) &8 (M7E15)

Loss on disposal of fixed assets (! & & F & &E 2
&5 18

Provision for other receivables £ fib & Ug 3 &

BEKE (B

Staff costs (including

directors’ remuneration EEME
— note 7): —MEE7) -
Wages and salaries ITER%®

Pension contributions RN HK

6.

rExB BN (EE)

AEBZREEB2HEN/ (&

18) TSR A:

2001 2000
—®E-F  _TTTHF
HK$’000 HK$'000
FTERT TET
3,760 3,520
3,763 3,605

600 600

- 1,567

1,431 -

535 846

- 3,948

12,581 15,419

185 -

12,766 15,419
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7. DIRECTORS’ REMUNERATION 7. EEE

B EHAR AN A FHERIZE1611%

Directors’ remuneration disclosed pursuant to the

52

Listing Rules and Section 161 of the Companies BEE2EEMEa0T:
Ordinance is as follows:
2001 2000
—ZEE—F —ETTHF
HK$’000 HK$'000
FHExT FHET
Fees: B & -
Executive directors WITES - -
Independent non-executive BERITES
directors - -
Basic salaries, housing EXFHe FE
allowance, other allowances AL E i BL
and benefits in kind: NEYEF:
Executive directors HITEE 4,992 5776
Independent non-executive B AT
directors ] 240 -
5,232 5,776
Pension scheme contributions: 3Rk &5 21 7 :
Executive directors HITES 93 -
Independent non-executive BERITES
directors - -
93 -
5,325 5,776
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DIRECTORS’ REMUNERATION (continued)

The number of directors whose remuneration fell
within the following bands is set out below:

£ — 1,000,000/ JT
1,000,001 7T —
1,500,000 7T

Nil - HK$1,000,000
HK$1,000,001 -
HK$1,500,000

There was no arrangement under which a director
waived or agreed to waive any remuneration

during the year.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid individuals included four
(2000: three) directors, details of whose
remuneration are set out in note 7 above. The
remaining one (2000: two) non-director, highest
paid employee’s remuneration is analysed as

follows:

EXFHe FBE
AL B AR
K EREF

BREHEIHR

Basic salaries, housing
allowance, other allowances
and benefits in kind

Pension scheme contributions

In prior year, the remuneration of the non-director,
highest paid employees both fell within the band
of nil to HK$1,000,000.

7.

EsME (&)

NFTHMEER 2 EEZEE :

Number of directors

EEAY
2001 2000
—FE2-F —EETF
3 10
4 1
7 11

FRALBEHERERNESERE
% R B R EE I B & 2 %2 B e

TfuGEHES

hfus=sHRERERENM (ZTF
THE_fMDEE REZHEFE
N EXMEET - A T (ZFF
TE: M) FEFARSFHESR
ZMEormT:

2001 2000
—®BE-F  _—TTTHF
HK$’000 HK$'000
FTERx TAET
532 1,333

13 -

545 1,333

+-FE FEERRSFHFREE 2
% N F & — 1,000,000 T 2 48
Rl o
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10.

FINANCE COSTS

Interests on bank loans and
overdrafts

TAX

Overprovision in prior years

9. B & R A
2001 2000
—gE-5 —TTT4
HK$’000 HK$'000
FhR FET
RITERMRBEX
ne 24 6,233
10. Hi\E
2001 2000
—gE-5 -—TTT4
HK$’000 HK$'000
FhR FET
NEFE 2 BREEE _ 17.183

No provision for Hong Kong profits tax has been
made as the Group had no assessable profits

arising in Hong Kong for the year (2000: Nil).

A Group company operating in the People’s
Republic of China (the “PRC”) is exempt from
income tax for two years starting from its first
profitable year of operations and is entitled to
50% relief from income tax for the following three
years under the Income Tax Law of the PRC. No
provision for tax has been made as this Group
company did not generate any assessable profits
arising in the PRC during the year.

50 2 S B F PO T 8 3 48 T
SRBLRT - BL IR E BT B
R (ZTTTE ) -

REBEFEARLME (THE]) A
BEE —BETBELZEZ2EE R
Al B EEEN FE R 2B
BHRME WRER =FERRM—
FHER -BARZEELRRER
FE o B8 3 4 R ER AT (] B RR B -
R BRI AR -



10.

11.

Notes to Financial Statements (cont'd) Bt MR Kz (&)

TAX (continued)

The principal components of the Group’s net
deferred tax asset position not recognised in the
financial statements are as follows:

Accelerated depreciation R 3T E
allowances
Tax losses THIEE 18

No provision has been made for taxes which
would arise on the remittance to Hong Kong of
retained profits of overseas companies as it is
not anticipated that these amounts will be remitted
in the near future.

The Company had no unprovided deferred tax at
the balance sheet date (2000: Nil).

NET PROFIT/(LOSS) ATTRIBUTABLE TO
SHAREHOLDERS

The net loss attributable to shareholders dealt
with in the financial statements of the Company
is HK$10,244,000 (2000: HK$26,958,000).

10.

11.

BIE (%)

AEBANT B HRERFPERZE
ERIBEEEFBRL TEBEANMT:

2001 2000
—gE-—&  _TIIH
HK$’000 HK$'000
FHT THET
1,215 1,473
(3,463) (2,053)
(2,248) (580)

BRI A TEE &I AR 2 R B
A2 B A B 55 - B0 4 L B K
EEAZEBEMELE ZRAEFL
B

REEH RN R EE A RE
ZEREMRB (ZETTF HE) -
BREREMGER (BIE) B8
AARRBFBREAZBRE

1R E518% %8 510,244,000/ 7T (=
T EETF 26,958,000/ 7T ) ©
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12.

EARNINGS/(LOSS) PER SHARE

The calculation of the basic loss per share is
based on the net loss attributable to shareholders
for the year of HK$10,244,000 (2000: profit of
HK$41,224,000) and the weighted average of
2,059,726,027 shares (2000: 724,918,033 shares)
in issue during the year, adjusted to reflect the
five-to-one share consolidation during the year.
The earnings per share for the year ended 31
December 2000 has been adjusted accordingly.

Diluted earnings/(loss) per share amounts for the
years ended 31 December 2001 and 2000 have
not been shown because there were no dilutive

events existing during these years.

12.

BRER(BHE)

EREARBEBNIBEFARERE
(G E18 5 10,244,0008 T (=&
TT A 5 F41,224,0008 7T) &
FRNEBETRDMEFH R
2,059,726,027f% (— EZT T 4 :
724,918,033/%) 5+ & - I F K
FERABURBRFRNABRBKNDE
AR BE_TEEF+_A
=t+—HUEFEZEREFTE
MEE 2o

HREBEE-_ZTZT-—FR-_TET
FtZRAR=1+T—RILFELEH
BRI R EN LSRR 2B
awn,/ (Ei8) -



13. FIXED ASSETS

Group

Cost:
At beginning of year
Additions

Disposals

At 31 December 2001

Accumulated depreciation:
At beginning of year
Provided during the year
Disposals

At 31 December 2001

Net book value:
At 31 December 2001

At 31 December 2000

Notes to Financial Statements (cont'd) Bt MR Kz (&)

13. BEEEE
xE
Machinery, Furniture
Leasehold tools and and
improvements equipment fixtures Motor
HENE H#H IR HHR vehicles Total
£ ET $£E RE “E
HK$’000 HK$’000 HK$’000 HK$°000 HK$’000
TERT TERT TERT TERT TERT
B AN E
REH) 5,219 118,559 891 1,825 126,494
B 18 2,540 53 143 2,754
= (29) (838) - (986) (1,853)
RZEE—4F
+=A
=+—H 5,208 120,261 944 982 127,395
RREHE:
REH) 682 8,610 120 701 10,113
FAEE 384 2872 149 355 3,760
= (9) (327) - (845) (1,181)
57
R-_EZT—F
+=A
=+—H 1,057 11,155 269 211 12,692
BREFE
R-ZEE—4F
+=A
=+—H 4,151 109,106 675 771 114,703
R-_EZETF
T=A
=+—H 4,537 109,949 771 1,124 116,381
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14.

INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost

Due from subsidiaries e U BT B~ B 2 3K
Due to subsidiaries JETBI B~ B 2 3K
Provisions for impairment BB

The balances with subsidiaries are unsecured,
interest-free and have no fixed terms of
repayment.

Particulars of the subsidiaries are as follows:

Place of
incorporation/

14, EHBRARZER

FEETRA A AE
"
"

Company
ARH

2001 2000
—gE-&  _TTIF
HK$’000 HK$'000
FER FAET
173,133 173,133
280,092 279,801
(1,467) (2,775)
(355,544) (845,770)
96,214 104,389

B P B 2 B 2 W ST A o A AR A A
2B NERETEER

HAMR

MiE@ AR 2 FFIBIIEMT

Nominal value
of paid-up share/

registration registered
and operations capital
Name HEMEBRE BRBRA M
DA BB REEHE EXEE
Directly held
EEES
SEA Wood Investment British Virgin US$10,000
Holdings Limited Islands
REBRUEES 10,000% 7T
Indirectly held
BEES
Feston Manufacturing British Virgin US$10,000
Limited Islands
REBRUEES 10,000 7T
Global Enterprises (HK) Hong Kong HK$2
Limited (formerly known BB 28T

as Feston Manufacturing
(HK) Limited)

(A1 78 Feston
Manufacturing (HK)
Limited)

Percentage
of effective
equity
interest
BEBRRAE
EZEDL

100

100

100

Principal
activities

TEEK

Investment

holding
REER

Dormant

Dormant
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INTERESTS IN SUBSIDIARIES (continued)

Name

CIEE

Indirectly held

BEER

Nusoil Manufacturing
Limited

Hin NEBR AT

Wing Lam (International)
Timber Limited

AR (BIER) R2
BRAF

Dongguan Xinlian
Timber Products
Company Limited

RS 3 B K 3 il om
BRAF

Starbest Venture Limited

Maxpower Resources
Limited

Except for the disposals of Poly Accord Limited
and Dongguan Xingtai Wood Products Company
Limited which were dormant or had not yet

commenced operation, there were no changes in

Place of
incorporation/
registration
and operations

R -t

British Virgin
Islands/
PRC

RERZES
i

Hong Kong

BB

PRC

i 5

British Virgin
Islands

RERZES

British Virgin
Islands

RERZES

14, EHBRARIZER (&)

Nominal value

of paid-up share/
registered
capital
BERAE M
EXEE

US$100

100E 7T

HK$60,000,000

60,000,000/ 7T

HK$60,000,000

60,000,000/ 7T

US$1

15T

US$1

15T

the Company’s shareholding in the subsidiaries

during the year.

Percentage
of effective
equity
interest
BEBRRAE
EZED

100

100

100

100

100

100

100

100

100

100

Principal
activities

TEER

Investment
holding and
trading of
plywood
KREZER
REER

&R

Investment

holding
REER

Manufacture
of

plywood
BER S R

Investment
holding
BEER

Investment
holding
"EER

B & Poly Accord Limited & 8 52
FRARESD BAERAD T (&R
SR ) SN FAARRQ EUEHE
BRI ST EZE-
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15.

16.

LONG TERM INVESTMENT

The prior year’s long term unlisted investment
represented the Group’s interest in Shantou Yi
Fat Woods Manufacturing Co., Ltd. (“Shantou Yi
Fat”), which was stated at its carrying value as
at 30 September 1998, when the Group forfeited
its control over this former subsidiary, less any
impairment losses. During the year, the Group
disposed of all of its interests in Shantou Yi Fat
at a consideration of HK$8,000,000 which resulted
in a loss of HK$1,431,000.

INVENTORIES

Raw materials =R
Work in progress £ & i
Finished goods 2IRK A

The carrying amount of inventories carried at net
realisable value included in the above balance
was HK$3,721,000 (2000: Nil) as at the balance
sheet date.

15.

16.

REARE

FEEZREALITREARLE
ERIETERERESRAR A
(MWEEE ] ) 2w DiRER
—hAhAN\FAA=Z+tHZEEE
(ERAEEREENLAHBA
A) 2 12 I 4 ) R {R] R (E B 18 7
R-FA - AEBEHEENIUEE
T 2EER K& &8,000,000
AT EEUEE 1,431,000 7T -

FE

Group

rEHE
2001 2000
—gE-&  _TIIH
HK$’000 HK$'000
FER FAET
3,367 1,382
1,070 922
3,721 5,799
8,158 8,103

REER U LEHFEZEEEES
153,721,000 0 (ZEEZTF:
/) AR IR E SR -



17.

18.

Notes to Financial Statements (cont'd) Bt MR Kz (&)

ACCOUNTS RECEIVABLE

An aged analysis of the accounts receivable as
at the balance sheet date, based on invoice date,

is as follows:

Within one month — AR

One to two months —EAZMmEA
Two to three months i fE A= =& A
Over three months HiE=1EA

The normal credit terms granted to debtors range
from 30 to 45 days.

ACCOUNTS PAYABLE
An aged analysis of the accounts payable as at

the balance sheet date, based on invoice date,

is as follows:

Within one month
One to two months
Two to three months
Over three months

—EAN
—EA=mEA
MmIEAZ==1MA
#2838 =& A

17.

18.

P& U B K

REZER BKES

K2 R e 0 AT

(A EREAEE) mT:

Group
rEE
2001 2000
—EE-F —EERERF
HK$’000 HK$'000
THERT FAET
1,606 1,224
114 226
132 -
504 47
2,356 1,497
BTHREAZ —RBREHHIH
ZEA5H T Fo
FE A BR X
REZB BRNERERZEER DT
(NBEZAHAEE)MT:
Group
rEE
2001 2000
—EE-F —EERERF
HK$’000 HK$'000
THERT FAET
4,947 1,335
1,237 756
- 74
603 2,237
6,787 4,402
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19.

20.

ACCRUED LIABILITIES AND OTHER PAYABLES

Included in accrued liabilities and other payables
are amounts due to directors of HK$2,144,000
(2000: HK$3,165,000) which are unsecured,
interest-free and have no fixed terms of

repayment.

OTHER LOANS

On 21 May 2001, pursuant to a loan agreement
(the “Loan Agreement”) entered between the
Company, Maxpower Resources Limited
(“Maxpower”), a wholly-owned subsidiary of the
Company, and Keentech Group Limited
(“Keentech”), a wholly-owned subsidiary of CITIC
group, Keentech agreed to grant a loan of
principal amount of HK$1 billion (the “Facility”)
to Maxpower. Keentech became a shareholder of
the Company upon the placing of the shares of
the Company on 20 April 2001 as detailed in note
22(a) to the financial statements. The Facility is
secured by a charge over the Group’s deposit of
HK$1 billion (the “Deposit”) and shall only be
used for funding an investment opportunity by
the Group as stated in the Loan Agreement. The
Facility is interest-free and all interest to be
accrued to the Deposit in respect of the period
after 30 days from the date of the advance made
to Maxpower up to either the full repayment or
discharge of the Facility shall belong to Keentech.

On 27 November 2001, pursuant to a conditional
subscription agreement (the “Subscription
Agreement”) entered between the Company and
Keentech, Keentech agreed to subscribe for, and
the Company agreed to issue, redeemable
floating rate convertible loan notes (the “Notes”)
of HK$1 billion. The Facility was subsequently
discharged and settled upon the completion of
the Subscription Agreement and the issue of the
Notes on 25 January 2002, further details of which
are disclosed as “Post balance sheet events” in
note 28 to the financial statements.

19.

20.

FE st B B & H b FE K

EiraErEMEMNRBIERE
£22,144,0008 L (ZETTF:
3,165,000/ ) * JHiEE -2 B
Ko 4 [E FE B SR ERR o

H &R

RZEZE—FRA=-+—H 1RIE
RARE AARZE2EMEB R A
Maxpower Resources Limited
([Maxpower] ) Bz B2 &
& [ff B X 7 Keentech Group
Limited ( [Keentech] ) 5732 2 B3
% KeentechA BB HASRE A
1,000,000,000% 7T 2 & & F
Maxpower ( [#E& | ) - Keentech?t
—EE-FNA-FTHEEEARR
AR DR B AR R Z IR 15
RIS REMIE22(a) - BE I
7N £ 8 2 1,000,000,0007% 7T 17 32X
([fFR]) EER W EATHEAE
EAREINRERBEP AT
KE#eP - RMEDNEEER M
R AIMaxpower{E H B 5k 2 H #E &t
R EEERHEENBEERE
ZHBARERBERZFTEEF
B 8 Keentechfi B

RZEZE—F+—HA=Z++tHB R
1B KA Al B Keentechz] 32 2 B 1§
HREBEHMZ([REBZE])
KeentechRIEREM AR AR E
% 47{E1&1,000,000,0007%8 7T Z 7]
BERTEARREFREER ([E
B -mERR T AR WRR
BHRETHKEIR ST _F—
AZTHEBETEERFE F15
R EHRERK 28 EEHE S
B FEE
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LONG TERM OTHER LOANS

The other loans from the former shareholders of
Wing Lam (International) Timber Limited (“Wing
Lam”), a subsidiary of the Group, are unsecured,
interest-free and have no fixed terms of

repayment.

On 12 April 1999, the former shareholders of Wing
Lam confirmed they would indemnify the Group
against all monetary losses arising from the
litigation detailed in note 26 to the financial
statements, and further agreed that the loans from
them could be used to settle such indemnity.
Based on recent advice received from the Group’s
legal advisors, the appeal judgement is not
expected to be concluded in the next twelve
months and, accordingly, such potential claim is
not expected to be payable within one year from
the balance sheet date. Such loan amounting to
HK$11,699,000 (2000: HK$23,462,000) is
therefore classified as a long term liability at the
balance sheet date.

21.

HttRHER

AEBEMBABKER (BER) KX
BERABE ([KFHR]) AIRR 2 E At
ERTyEEN %8 KR EEE K
HzEXe

R—NANANFOA+=—H X&HZ
AIRRERTREASERAY S
&M 26Tl R FAFT Sl B 2 —
YeRBRX YREANHEERS
NZERE- RESOKIAEE
FEBEMZER FBEF LEFERK
TZEARNEREHAGER &
o BEEERRE—FRNTHEZM
 E EEE - B i % ZE
11,699,000 L (Z T T F:
23,462,000 ) E XN EE B3
ABEBAE-
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21.

LONG TERM OTHER LOANS (continued)

On 28 June 2000, Nusoil Manufacturing Limited
(“Nusoil”), a wholly-owned subsidiary of the
Company, and the former shareholders of Wing
Lam entered into an acquisition agreement
whereby Nusoil agreed to purchase the other
loans owing by Wing Lam to the former
shareholders of Wing Lam at a consideration of
US$1,499,900 (equivalent to approximately
HK$11,699,000), resulting in the remaining
amount of the other loans of approximately
HK$9,848,000 being waived, after setting-off of
the legal costs incurred. According to a letter
dated 5 March 2002 issued by the Group’s legal
advisors in connection with the litigation, which
is further detailed in note 26 to the financial
statements, the management of the Plaintiff was
being sued under a criminal charge and
investigated in respect of creating forged
documents, which included those documents
forgery created by the Plaintiff related to the
Claim, the legal advisors and the directors
therefore have strong evidence to believe that
the Group can succeed in the litigation and no
claims or liabilities will be made against the
Group. Taking into account the above
consideration, the waiver of other loans of
HK$9,848,000 has been accounted for in the

current year's profit and loss account.

21.

HttRPER (&)

RZBEEZEF AT N\H AR

AZE2EMBARmAERR
AaE]([#im]) Bk R Z B ARR AT
T-ENERE ([WERE]) -

//

EhHinREBAXKKRRENK
RzEMmEF KEA&1,499,900
X7t (FBER 411,699,000/ 7T)

ﬁﬁﬁ%%ﬁzw 848,000 T2 Hib &
REREEEBREER L MEA R
*Eﬁfﬁ%l/zﬁi&ﬁﬁ%ﬁ;mﬁ“\ﬁ
—EE-_F="ARBBHZHMG
(FFBERI B HREMT26) RS
CEREBWHERH WERBEX
HmMESAE ZEBXHBER
ERMREMBEZ XM AR
FERRESFEASEANGFL
PEF BB TEAAERERR
ExaE - aERY LMARRE:
ERAFEZETETHRE
9,848,000/ 7T 2 HAth B 3o



22. SHARE CAPITAL

Shares

Authorised:
Ordinary shares of HK$0.01
each as at 1 January 2001
Consolidation of every five
shares of HK$0.01 each to
one share of HK$0.05 each

Ordinary shares of HK$0.05
each as at 31 December 2001

Issued and fully paid:
Ordinary shares of HK$0.01
each as at 1 January 2001
Issue of shares
Consolidation of every five
shares of HK$0.01 each to
one share of HK$0.05 each

Ordinary shares of HK$0.05
each as at 31 December 2001

Notes to Financial Statements (cont'd) Bt MR Kz (&)

ETERA
RZTT-F—-H—-H
BREBOIETLZERR

BRRERAEMBCOIAET
ZBHaBE—RER
HE0.05E L2 BH

wW-_2%-%¥+-A=+—-H
BREBGETZEAR

BERTREERA:
RZTT-F-H—H
BREBOIETLZERR

ki

BRRERAEMBCOIAET
ZBHaBE—RER
HE0.05E L2 BRH

n-_2Z-%+-A=+—-H
BREBGETZEAR

22. RA

i 12

Notes
it 3%

Number of
ordinary shares HK$’000
EERHE THER
20,000,000,000 200,000
(16,000,000,000) -
4,000,000,000 200,000
9,600,000,000 96,000
1,000,000,000 10,000
(8,480,000,000) -
2,120,000,000 106,000
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22,

SHARE CAPITAL (continued)

(a)

Pursuant to a placing agreement dated 20
April 2001, a total of 1,000,000,000
ordinary shares of HK$0.01 each were
placed by United Star International Inc.
(“United Star”), the controlling shareholder
of the Company to Keentech, an
independent investor, at a price of HK$0.15
per placing share (the “Placing Price”). At
the same time, United Star agreed to
subscribe for an aggregate of
1,000,000,000 new ordinary shares at the
Placing Price. The net proceeds of the
subscription of approximately HK$145.5
million were used for general working
capital of the Group.

On 26 June 2001, an ordinary resolution
was passed at a special general meeting
to consolidate every five issued and
unissued shares of HK$0.01 each in the
capital of the Company into one share of
HK$0.05 each (the “Consolidated Shares”).
All of the Consolidated Shares rank pari
passu in all respects with the previously
existing share capital of the Company.

Share options

The Company operates a share option scheme

(the “Scheme”), further details of which are set

out under the heading “Share option scheme” in

the Report of the Directors on page 24. As at 31

December 2001, no share options had been

granted under the Scheme.

22.

BRA (%)

(a)

BER-_FEET—FEOA_-T
ARl 2B EWasE AN A F]
2 ¥ BB R United Star
International Inc. ( [ United
Star|) & KA ER%1H0.15
BTz B ([REE])H
4 #1,000,000,0008% & &
HEC.0O1E T TS
T ¥ % & & Keentech ° [F
B United Star[@ B 1L Bl &
B 8 & £ 1,000,000,000
LB -REFTER
TH F R %) /5 145,500,000/%8
TRAEREE L —REE

RZZBEE—FNAZ+AN
H —ELTRRAZRABRE
BRIAE LERB BAR
ARAPERAREREE
0.01B Lz B BITRARET
BreaHas—RKREREE
0.05B L z&in ([& K
M) -FIBEEHRHESA
HEHEARNRRERFE 2K
RAZRNZEBR Sz

y

BB

AABEFE—EBRE S ([
2] E—FZERENE24H 2
EXeWE [BRESSE I R-R -
ZT-F+_A=+—H #HER
At IR BT B AR



RESERVES

Group

At 1 January 2000
as previously reported

Prior year adjustment

At 1 January 2000
as restated

Net profit for the year
Premium arising
on issue of shares,
net of issuing
expenses
Arising from acquisition
of the remaining
shareholdings
of an existing
subsidiary
Reduction of paid-up
capital

At 31 December 2000
and 1 January 2001

as restated

Net loss for the year
Premium arising
on issue of shares,
net of issuing
expenses

At 31 December 2001

Notes to Financial Statements (cont'd) Bt MR Kz (&)
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23. &
rE
Share
premium Contributed Goodwill Capital Accumulated
account surplus reserve reserve losses Total
ROREE HABY BERE EXRE  RHEB By
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
TER TER TER TER TER TER
85,472 65,527 (20,952) - (262,510)  (132,463)
- - 20,952 - (20,952) -
85,472 65,527 - - (283,462)  (132,463)
- - - - 41,224 41,224
41,526 - - - - 41,526
- - - 4,104 - 4,104
- - - - 54,000 54,000
126,998 65,527 - 4,104 (188,238) 8,391
- - - - (10,244) (10,244)
135,464 - - - - 135,464
262,462 65,527 - 4,104 (198,482) 133,611
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23.

RESERVES (continued)

Group (continued)

As detailed in note 3 to the financial statements,
the Group has adopted the transitional provision
of SSAP 30 which permits goodwill and negative
goodwill in respect of acquisitions which occurred
prior to 1 January 2001, to remain eliminated
against consolidated reserves or credited to the
capital reserve, respectively.

Due to the adoption of SSAP 31, the Group has
adopted a policy to assess goodwill eliminated
against consolidated reserves for impairment. As
a result, the Group has recognised an impairment
of the goodwill previously eliminated against
consolidated reserves of HK$20,952,000. This
change of accounting policy has been accounted
for retrospectively as a prior year adjustment in
accordance with the transitional provision of SSAP
30. In restating the results for prior years on the
basis of the new policy, the goodwill reserve and
accumulated losses as at 1 January 2000 have
been decreased and increased by
HK$20,952,000, respectively. This prior year
adjustment has had no effect on the current year’s
amounts.

23.

##E (&)

AEE (E)

020 B 75 R R Y SESPT A AR R E
Ring st B 2R S 3058 2 B E
G ANER_TT—F—A—H
MAKEELECHERABED
AIREREARETMEXA
BAGEET

MG T EBLEREI15RE - K
EEERPN—BBREX AFHERH®
BERGERETHMEZEE-A
e ANEEEEREREE FH
A il S 2 7 R R B 20,952,000/%8
Lo BRI R 2 BB BT ALE B
FFEREBEHEBK LR L3055
Z BB AR B 2 $8 B R K
RZBEESINFFEZHER R
—ETETF-A B IZEEHE
R2FHEBEEE DRI &K IE N
20,952,000/8 L FFE 2 AW
EUHAFEZREAERMNEZE.
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RESERVES (continued) 23. f#E (&)
Company Y/ /NI
Share
premium Contributed Accumulated
account surplus losses Total
B 43 5 1B Bk BAER R ER By
HK$’000 HK$’000 HK$’000 HK$’000
TER TER TER TER
At 1 January 2000 e 85,472 172,934 (318,583) (60,177)
Premium arising on issue of ~ BITRHELGE
shares, net of issuing (EnkETHRY)
expenses 41,526 - - 41,526
Reduction of paid-up capital Al B & & K A - - 54,000 54,000
Net loss for the year AEEEBEFE - - (26,958) (26,958)
At 31 December 2000 and R_ZTTF
1 January 2001 +ZA=t—8k
—£Z-5¥-A-H 126,998 172,934 (291,541) 8,391
Premium arising on issue of ~ BITRBELGE
shares, net of issuing (EnkETHRY)
expenses 135,464 - - 135,464
Net loss for the year AEEBEFE - - (10,244) (10,244)
At 31 December 2001 R_ZT—-F
+-A=+—H 262,462 172,934 (301,785) 133,611

The contributed surplus of the Group
represents the difference between the nominal
value of the share capital of the former holding
company of the Group acquired pursuant to
the Group reorganisation prior to the listing of
the Company’s shares in 1997, over the
nominal value of the share capital of the

Company issued in exchange therefor.

The contributed surplus of the Company
represents the excess of the then combined
net assets of the subsidiaries acquired
pursuant to the above Group reorganisation,
over the nominal value of the share capital of
the Company issued in exchange therefor. In
accordance with the laws of Bermuda, the
Company’s contributed surplus may be
distributed in
circumstances.

certain prescribed

AEBEBZHARBREREBEARRF
BV —NNEF LT A& E
ERMEBASERNZERARZ
BAEEEBEREMERTZA
NRARAEEZ Z5e

ARARZHABRBRERE Ltz
SEEEMBENEQRRNER
ZAMEEFEBLAEREM
BT ANRBIRAEEZE D 1R
BEAREEN KRR ZHARR
ARETHEEBR DK

69




Notes to Financial Statements (cont'd) Bt IR R KTz (&)

24. NOTES TO THE CONSOLIDATED CASH FLOW 24, HZEBRERERME
STATEMENT
(a) Reconciliation of profit/(loss) from (@) REXEBLEN (FE)

HEXF/ZRAERA

operating activities to net cash inflow/

70

(outflow) from operating activities S (R RFEAH
2001 2000
—EE-F ZTTEF
HK$’000 HK$'000
TER FET
Profit/(loss) from operating REEB R

activities / (E18) (10,220) 30,121
Interest income 2 WA (6,305) (724)
Waiver of long term other loans BeEmRBAER (9,848) -
Write-back of accounts and other  #fl $ & 1+ BE 18 %

payable H At FE A 3R (3,207) -
Loss on disposal of a long term  HERHRE 7 18

investment 1,431 -
Depreciation e 3,760 3,520
Loss on disposal of fixed assets HEBETEEZERE 535 846
Provision for diminution in value of & H1&& 7 5 B & &

a long term investment - 1,567
Provision for other receivables Hoh W R - 3,948
Decrease/(increase) in accounts & U BE R

receivable //(3Em) (859) 1,085
Decrease/(increase) FERD

in inventories /(1) (55) 6,140
Decrease/(increase) in B TR

prepayments, deposits and Ko H 4th & W sk

other receivables w (3ghn) (3,488) 3,668
Increase/(decrease) in accounts  JEABR FIE N

payable /R D) 5,036 (16,923)
Decrease in accrued liabilities fEEtBEREM

and other payables JE R 5OR (4,597) (4,508)
Net cash inflow/(outflow) from EBEMBZRS

operating activities RA () 8 (27,817) 28,740




NOTES TO THE CONSOLIDATED CASH FLOW 24,
STATEMENT (continued)

Notes to Financial Statements (cont'd) Bt MR Kz (&)

RERERERME (F)

Analysis of changes in financing during (b) AEEMESHHN
the year
Issued capital Loans and
and share finance
premium lease Minority
account obligations interests Other
ERTRA HEXREE YRR loans
RBRGEREE  HAORE g HEthEXR
HK$'000  HK$'000  HK$'000  HKS$'000
TER TEx TER TER
At 1 January 2000 R_EETF—-[—H 145,472 48,547 4,257 40,451
Cash inflow/(outflow) from BEMGRSE
financing wA/ GRd) 131,526 (48,547) - -
Reduction of paid-up capital  #lJ41 2 i & (54,000) - - -
Acquisition of the remaining ~ WE—REA
shareholdings of an i)=ING
existing subsidiary Flermre - - (4,104) -
Set-off against other HiEH MR
receivables W3 - - - (16,989)
Share of loss for the year AEEEGER - - (153) -
At 31 December 2000 and R_ZTTF
1 January 2001 +ZA=T—8k
—ZTT-¥-Af—H 222,998 - - 23,462
Cash inflow from financing REMGHRESRA 145,464 - - 998,085
Waiver of long term BeEEMREEN
other loans - - - (9,848)
At 31 December 2001 R_ZT—-F
+ZA=+—*H 368,462 - - 1,011,699
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24. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (continued)

(c) Major non-cash transactions

(i) During the year, the share capital of
the Company was reorganised as
detailed in note 22(b) to the financial
statements.

(ii) A waiver of long term other loans of
HK$9,848,000 was accounted for in
the profit and loss account for the

current year as detailed in note 21

24, HREBETREBRME (&

(c) EEFREXRS

(i) FAXRQAIRAEMR
=3NS e
BsE22(b) °

(i) MEEMERBER
9,848,000/ JLat A A
FEBEAE - HBHE
B 78 o3k MY 5E 218

to the financial statements. it o
25. CONTINGENT LIABILITIES 25. WAEME
Company
¥ NN
2001 2000
—EE—F —EETF
HK$’000 HK$’000
FHET FHET
Guarantee for other loans granted BB AR EN 2 EME
to a subsidiary (note 20) AR E R (P 5220) 1,000,000 -

At the balance sheet date, the Group did not
have any significant contingent liabilities
(2000: Nil).
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LITIGATION

On 14 January 1999, China Foreign Trade
Development Company (the “Plaintiff”) issued a
writ of summons against Dongguan Xinlian Timber
Products Co., Ltd. (“Dongguan Xinlian”), a
subsidiary held through Wing Lam, in respect of
a claim for HK$49,624,000 together with interest
thereon, being the alleged amount due to the
Plaintiff under various re-export contracts (the
“Claim”). A judgement was issued in respect of
the Claim and, pursuant thereto, Dongguan
Xinlian is liable to pay an aggregate sum of
approximately HK$26,894,000.
Dongguan Xinlian filed an appeal against the

However,

judgement.

On 23 April 1998, the former shareholders of Wing
Lam gave an undertaking in relation to the
Group’s acquisition of a 51% equity interest in
Wing Lam to indemnify the Group from all losses,
liabilities and claims incurred or suffered in
connection with the Claim and other prescribed
matters arising on or before the completion of
this acquisition. The Claim is in respect of
contracts entered into by Dongguan Xinlian prior
to the Group’s acquisition of the 51% equity
interest in Wing Lam. On 12 April 1999, the former
shareholders of Wing Lam confirmed that they
would indemnify all monetary losses arising from
the Claim and agreed that the loan due from
Dongguan Xinlian to them could be used to offset
any such indemnity losses. According to a letter
dated 5 March 2002 issued by the Group’s legal
advisors in connection with this litigation, the
management of the Plaintiff was being sued under
a criminal charge and investigated in respect of
creating forged documents, including those
documents forgery created by the Plaintiff related
to the Claim found during the above appeal
process.

26.
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26.

27.

LITIGATION (continued)

The legal advisors therefore strongly believe that
Dongguan Xinlian can succeed in its appeal and
no claims or liabilities will be made against
Dongguan Xinlian. Taking into account the above
considerations, the directors of the Company
believe that this litigation will have no impact on
the financial results of the Group and no provision

is considered necessary.

OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties
under operating lease arrangements. Leases for
the properties are negotiated for terms ranging
from 3 to 15 years.

At 31 December 2001, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

Within one year —F R
In the second to fifth years,

BREEAN)
HER®

inclusive
After five years

26.

27.

E_FEERF (BEMF

R ()

FREREANEREZBEER
SERTHE AT Y B AR RS TE HT\@?{
REFBSRARELBE-AL
EFEERE L ARR $H1ZE%
RMHAEB M HEEEL B
B HRRERFELEE-

ReEHSTH

AEBRBEEEHELHFERE
ETRFEVER-ZTVWEZHY
FHH=FE+AFrF-

R-TT-4+-A=+-A %
EERTTEHEEHET2ZA
@RISR S @ T

Group

rE
2001 2000
—gE-&  _TTIF
HK$’000 HK$'000
FHERT FAET
(Restated)
(B#FIER)
3,952 4,230
13,705 15,503
18,307 23,468
35,964 43,201




27.

28.

Notes to Financial Statements (cont'd) Bt MR Kz (&)

OPERATING
(continued)

LEASE ARRANGEMENTS

SSAP 14 (Revised), which was adopted during
the year as detailed in note 2 to the financial
statements, requires lessees under operating
leases to disclose the total future minimum
operating lease payments, rather than only the
payments to be made during the next year as
was previously required. Accordingly, the prior
year comparative amounts for operating leases
as lessee above have been restated to accord
with the current year’s presentation.

At the balance sheet date, neither the Group, nor
the Company had other significant commitments
(2000: Nil).

POST BALANCE SHEET EVENTS

(a) On 22 January 2002, a special general
meeting passed an ordinary resolution to
increase the authorised share capital of the
Company from HK$200 million to HK$300
million divided into 6,000 million shares of
HK$0.05 each by the creation of 2,000
million additional shares of HK$0.05 each.
On issue, all shares rank pari passu in all
respects with existing issued shares.

(b)  As disclosed in note 20 to the financial
statements, pursuant to the Subscription
Agreement entered between the Company
and Keentech, the Subscription Agreement
and the issue of the Notes were completed
subsequent to the balance sheet date on
25 January 2002. The Notes carry the right
to convert into ordinary shares of HK$0.05
each of the Company at a conversion price
of HK$0.85 per share. Unless previously
purchased and cancelled, redeemed or
converted, the principal sum of the Notes
is due for redemption on the first
anniversary date of issue of the Notes.
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29.

30.

COMPARATIVE AMOUNTS

As further explained in note 2 to the financial
statements, due to the adoption of certain new
and revised SSAPs during the current year, the
accounting treatment and presentation of certain
items and balances in the financial statements
have been revised to comply with the new
requirements. Accordingly, certain comparative
amounts have been reclassified to conform with
the current year’s presentation.

APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and

authorized for issue by the board of directors on
12 April 2002.

29.

30.
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