NOTES TO THE ACCOUNTS
Wk H BF sk

1. GROUP RECONSTRUCTION AND
BASIS OF PREPARATION

(a)

(b)

(c)

The Company was incorporated in Bermuda on 25th
September 2000 as an exempted company with
limited liability under the Companies Act 1981 of
Bermuda (as amended). Pursuant to a group
reconstruction completed on 11th December 2000
in preparation for the listing of the Company’s
shares on the Main Board of the Stock Exchange,
the Company became the holding company of the
subsidiaries listed under note 13 to the accounts.
The Company’s shares were listed on the Stock

Exchange on 21st December 2000.

The group reconstruction is accounted for using
merger accounting as permitted by the Hong Kong
statement of Standard Accounting Practice 2.127
“Accounting for group reconstructions”. The
consolidated accounts of the Group for the year
ended 31st December 2000 are prepared as if the
company had been the holding company of the
Group from the beginning of the earliest period

presented.

The accounts have been prepared under the
historical cost convention in accordance with
accounting principles generally accepted in Hong
Kong and comply with accounting standards issued
by the Hong Kong Society of Accountants
(“HKSA”).
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1.

NOTES TO THE ACCOUNTS

Wk H Wk

GROUP RECONSTRUCTION AND 1. SR E A X% WL HE (4)

BASIS OF PREPARATION (continued)
(d)  In the current year, the Group adopted the following (d)

Statements of Standard Accounting Practice
(“SSAPs”) issued by the HKSA which are effective
for accounting periods commencing on or after 1st
January 2001:

ARG A AR BEAR A LT o 7 i
i 28 A 2 €1 Wk R s R (T fr wt o
1 > BRAR_FF - —HH®K
% H AR BA 46 2 & st S )

SSAP 9 (revised) . Events after the balance sheet date

LER U AT P OBHAHREN

SSAP 14 (revised) . Leases (effective for periods commencing on or after 1 July 2000)

Gat R 148 (BT ¢ HE EARZFFFELA —HR UM 68 R

SSAP 26 :  Segment reporting

5t e S0 58 2098 COHER

SSAP 28 . Provisions, contingent liabilities and contingent assets

3k J 56 28%% PO RAREREAEE

SSAP 31 :  Impairment of assets

LER S KIb © R

SSAP 32 . Consolidated financial statements and accounting for investments in

subsidiaries

kR 56 3298 CORAMBRERWEA A REZ AR
The effect of adopting these new standards is set out in TR A % 55 1 B 2 5 BN T 2
the accounting policies below. W o

PRINCIPAL ACCOUNTING POLICIES 2. T ZE &8k
The principal accounting policies adopted in the AR B e A 2 R E G S BORRAI WM T ¢

preparation of these accounts are set out below:

(a) CONSOLIDATION (a)

The group reconstruction referred to in note 1 above
has been accounted for using merger accounting by
regarding the Company as being the holding
company of the Group from the beginning of the
earliest period presented.

The consolidated accounts include the accounts of
the Company and its subsidiaries made up to 31st

December. Apart from the group reconstruction
referred to in note 1 above, the results of

subsidiaries acquired or disposed of during the year
are included in the consolidated profit and loss

account from the effective date of acquisition or up

to the effective date of disposal, as appropriate.
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NOTES TO THE ACCOUNTS

Wk H BF sk

2.  PRINCIPAL ACCOUNTING POLICIES

(continued)

(a)

(b)

CONSOLIDATION (continued)

All significant intercompany transactions and
balances within the Group have been eliminated on

consolidation.

In the Company’s balance sheet, the investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of
dividend received and receivable.

A subsidiary is an enterprise in which the Group
has the power to govern their financial and
operating policies so that the Group obtains benefits
from these activities.

FIXED ASSETS
(i) LEASEHOLD IMPROVEMENTS

Leasehold improvements are stated at cost

less accumulated depreciation and
accumulated impairment losses. Cost
represents the purchase price of the asset and
other costs incurred to bring the asset into

its existing use.

Depreciation of leasehold improvements is
calculated to write off their carrying amounts
over the unexpired periods of the leases or
their expected useful lives to the Group,
whichever is shorter. The principal annual

rates used for this purpose ranging from 20%
to 30%.

(ii)) OTHER TANGIBLE FIXED ASSETS

Other tangible fixed assets are stated at cost

less accumulated depreciation and
accumulated impairment losses. Depreciation
on other tangible fixed assets is calculated
to write off their cost on a straight-line basis
over their expected useful lives to the Group.
The principal annual rates used for this

purpose ranging from 20% to 30%.
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2.

PRINCIPAL ACCOUNTING POLICIES 2.

NOTES TO THE ACCOUNTS

(continued)
FIXED ASSETS (continued)
(iii) RESTORING COSTS

(b)

(0

(iv)

v)

Major costs incurred in restoring fixed assets
to their normal working condition are
charged to the profit and loss account.
Improvements are capitalised and
depreciated over their expected useful lives

to the Group.

IMPAIRMENT

At each balance sheet date, both internal and
external sources of information are
considered to assess whether there is any
indication that assets are impaired. If any
such indication exists, the recoverable
amount of the asset is estimated and where
relevant, an impairment loss is recognised
to reduce the asset to its recoverable amount.
Such impairment losses are recognised in the

profit and loss account.

GAIN OR LOSS ON DISPOSAL OF
FIXED ASSETS

The gain or loss on disposal of a fixed asset
is the difference between the net sales
proceeds and the carrying amount of the
relevant asset, and is recognised in the profit

and loss account.

ASSETS UNDER OPERATING LEASES

Leases where substantially all the rewards and risks

of ownership of assets remain with the leasing

company are accounted for as operating leases.

Rentals applicable to such operating leases are

charged to the profit and loss account on a straight-

line basis over the leases term.

Wk H Wk

3 2wl R ()

(b) W E (41)
(iii) HEIEE AR
HE A 1] € B e DA R AR OE B
5k R SR B8 =2 3 B8 A T R 25
MR8 o HBEURRAYE
AR AY T i 3 R 4 8 2 A T
AR08 o

(iv) I AE

PEEEAEH » N EIRZ
BB AR IR & HAE A R A
P 4 B 7R B Y BLRAE o i
BUEM Z S5 > G5 E &
Z A W Il R B o T AR R T
o e R RE s 18 DL A
A o 2 T R kR o AR
A s 15 6 AE 4R 2 R T o

(v) B E B A

2 T 2 A
FE 2 55 8 7 8 A L
T 2 2 35900 3 T4 38
R -

(c) HMEBHHZEE
JUE 2 B RE 2 28 K Ay Tm Rk %
J& s R A W) BT A 2 LA AR R
A o %5 R RLA E A 2 a %A
WU E B BAEH R R 8 -




NOTES TO THE ACCOUNTS

Wk H BF sk

2.  PRINCIPAL ACCOUNTING POLICIES

(continued)
(d) INVESTMENT

The Group’s interest in club membership is shown
as an investment and stated at cost less any
provision made to the extent that the directors
consider significant diminution in value other than

temporary in nature has taken place.

(e) INVENTORIES

Inventories are stated at the lower of cost and net
realisable value. Cost, representing invoiced value,
is assigned to individual items on the weighted
average basis. Net realisable value is determined
on the basis of anticipated sales proceeds less

estimated selling expenses.

(f)  ACCOUNTS RECEIVABLE

Provision is made against accounts receivable to
the extent they are considered to be doubtful.

Accounts receivable in the balance sheet are stated

net of such provision.

(g2 DEFERRED TAXATION

Deferred taxation is accounted for at the current
taxation rate in respect of timing differences
between profit as computed for taxation purposes
and profit as stated in the accounts to the extent
that a liability or an asset is expected to be payable

or recoverable in the foreseeable future.

(h) TRANSLATION OF FOREIGN
CURRENCIES

Transactions in foreign currencies are translated at
exchange rates ruling at the transaction dates.
Monetary assets and liabilities expressed in foreign
currencies at the balance sheet date are translated
at rates of exchange ruling at the balance sheet
date. All exchange differences arising are dealt with

in the profit and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES 2.

NOTES TO THE ACCOUNTS

(continued)

(i)

0

(k)

REVENUE RECOGNITION

Revenue from the sale of goods, at invoiced value
net of sales discounts and returns, is recognised on
the transfer of risks and rewards of ownership,
which generally coincides with the time when cash
is received for retail sales and when the goods are
delivered to customers and the title has passed for

credit sales.

Interest income is recognised on a time proportion
basis, taking into account the principal amounts

outstanding and the interest rates applicable.

Rental income from sub-letting is recognised on an

accrual basis.

LONG SERVICE PAYMENTS

Provision is made on an accrual basis for long
service payments to employees which are payable
upon termination of their employments, and are
reduced by provisions made for employees who
leave the Group and do not meet the statutory

requirements.

RETIREMENT BENEFIT COSTS

The Group’s contributions to the Mandatory
Provided Fund scheme are expenses as incurred.
The assets of the scheme are held separately from
those of the Group in an independently administered

fund.

Wk H Wk

3 2wl R ()

(1)

W it e

B 8 2 Wl (40 B 8 & B R
BZBEFME) > T30 8 A HEZ R
B o] e 7% w5 7 DLAE RS - AL
o OB RWEIB S0 3RS
5o RIS R R A E P A
WL Z B -

I oy

T8 B T R 4 o R A 4 il )
e IhF [H] B ) St e R

43 2 R4 W AT 2 M R M

9 5 4

ZE R B ek 0 S R B IR A 4
G it e 3 A o #8405 > AE 40 B 7 e B
R G T g R AT A 35 A L E 2 M8 BB AE
Z 1 fh

8 kA
AR 8655 T 5 ) A R A B
R BUARE 2 B 28 o BRI 2 B

R L A<y Vil E R Sk A
HESRE -




NOTES TO THE ACCOUNTS
Wk H BF sk

TURNOVER, REVENUE AND 3. BEH - KRR BER
SEGMENT INFORMATION

The Group is principally engaged in the trading of AR A A A (B R MR R ) 2
construction materials, mainly water pipes and fittings. B G o mEBEER B 4 2 KB BB
The results of operations by principal activity are T

summarised as follows:

2001 2000
SRR ZEREFE
HK$’000 HK$’000
T#x T# T
Turnover
W 2t
Sales of water pipes and fittings
Wk A L A g 476,905 433,244
Sub-letting of warehouse
BaaH 2,208 2,257
479,113 435,501
Other revenues
At Wi i
Interest income
B KA 1,565 836
Rental income
el A - 230
1,565 1,066
Total revenue
ez st 480,678 436,567
Business segment information is not required as the R LB SR 2 N ~ R RE EA AL
revenue, results and assets of the wholesale business AN ~ AT E B Z90%D L o iR
represent more than 90% of the total revenue, results and 2O EK 5 ER o
assets of the Group respectively.
Geographical segment information is not shown as the B A SR B B R R R 2 E B
Group’s turnover and operating profit are all derived from W BORA B E 5 BB o

Hong Kong.



NOTES TO THE ACCOUNTS
Wk H Wk

TURNOVER, REVENUE AND 3. BIEB - Bk Ko BER
SEGMENT INFORMATION (4H)

(continued)

The following segment details represent additional PPzt etz a2 EHINER -

information for reference.

Trading of construction materials

HE @M Other
Wholesale Retail business Group
% £ LY ES ] A%
2001 2000 2001 2000 2001 2000 2001 2000

SRE-F ZFFFE OCRT-F ZIFFHE CRT-F CRFFE CRT-F T
HK$°000 HK$000 HK$’000 HK$000 HK$’000 HK$'000 HK$’000 HKS$ 000
T#x  T#x  TEx  T#x  TEx  T#x  Té#x  T#x

Segment turnover

A e 451,341 408,800 25,564 24 444 2,208 2,257 479,113 435,501
Segment expenses
R X 394,828 348,575 21,788 21,194 814 2,042 417,430 371,811

Segment result

AES 56,513 60,225 3,776 3,250 1,394 215 61,683 63,690

Unallocated other

net expenses

KA R
B % (5,805) (5,016)

Operating profit
FE 23] 55,878 58,674




NOTES TO THE ACCOUNTS
Wk H BF sk

4. OPERATING PROFIT 4. BEGA
2001 2000
SRR SRREA
HK$°000 HK$’000
T T F T

Operating profit is stated after charging:

RE A T

Auditors’ remuneration

% i T <5 420 442
Depreciation

e 2,757 3,655
Staff costs (including directors’ remuneration)

B TBA (1% F &) 46,534 41,872
Long service payment provision (included in staff costs)

RSB (CRFHER TRARN) 720 2,141
Write-off of bad debts

SR 50 214
Operating leases on land and buildings

o R R LAY 13,732 11,359
Bad debt provision

SRR WA 2,022 =

And crediting:

b AN

Net exchange gains

I 5, Wi 5 35 2,058 1,716
Net gains on disposal of fixed assets

B T M i R 8 430




NOTES TO THE ACCOUNTS
Wk H Wk

FINANCE COSTS 5. MBHM
2001 2000
“REAE “RRRE
HK$°000 HK$’000
T # F#
Interest on bank loans
SRAT R R B 3,507 5,363
Others
H At 3 2
3,510 5,365
TAXATION 6. BLIH
Hong Kong profits tax has been provided at the rate of R AR B4R N 2 Ah B R R R s A i
16% (2000: 16%) on the estimated assessable profit for 16% (R B : 16%) = Bl R B A o
the year.
2001 2000
“REAE “RRRE
HK$°000 HK$’000
T # F#
Hong Kong profits tax
5 W ) A B 8,700 8,548
Over provisions in previous years
VAR 4R JE 2 B A4 A (121) (978)
8,579 7,570
PROFIT ATTRIBUTABLE TO 7. e 3R WE AL Bt A

SHAREHOLDERS

The profit attributable to shareholders is dealt with in the
accounts of the Company to the extent of HK$34,431,000
(2000: HK$49,000).

—_—

AEA w5 R H oK E B2 SR RE A 5 A B
34,431,000% 70 (=R FF 44 : 49,000%

JG) °




NOTES TO THE ACCOUNTS
Wk H BF sk

8. DIVIDENDS 8. KA
2001 2000
SRR ZEREFRE
HK$°000 HK$’000
T#x T# T
Interim, paid, of HK$0.04 per ordinary share
E IR H 39 B 8. B 3 9 J20.04 98 78 9,600 58,480
Final, proposed, of HK$0.04 (2000: Nil) per ordinary share
B IR A 1 IR B R B R0.04W 8 (R R R - ) 9,600 =
(a)  Dividends in 2000 and prior to the incorporation of (a) B BEAEE R AN F ML 2 B
the Company represented dividends paid/proposed B T3 N w A S R A BT IR
by the subsidiaries to the then shareholders prior to MY EHRREZRE o« BREXEEAEE
the group reconstruction. The dividend rates and W BB B 22 B Ay 8 B R 45 B & 20 1
the number of shares ranking for the dividends are BEMHE > MARERY -
not presented as this would be hypothetical due to
the group reconstruction.
(b) At a meeting held on 17th April 2002 the directors by HEEZE_HFWH+LHEITZAG

recommended a final dividend of HK$0.04 per
ordinary share. This proposed dividend is not
reflected as a dividend payable in these accounts,
but will be reflected as an appropriation of retained

earnings for the year ending 31st December 2002.

o R IR A AR R R R
B 0.04% 7T o A B Z IR B B IE R AE
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BREZFFZFATA=+—HIE
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9.

NOTES TO THE ACCOUNTS
Wk H Wk

DIRECTORS’ EMOLUMENTS 9. WHFEZWME
(a)  The aggregate amounts of emoluments paid and (a) WA ERECHN REN T Z W
payable to the directors of the Company during the 4RI

year are as follows:

2001 2000
“RE 4 “RERE
HK$°000 HK$’000
T#x T#
Basic salaries, other allowances and benefits in kind
FEAH 4~ A R H A 8,676 6,803
Performance/discretionary bonus
B/ WEALAL 2,097 5,044
Commission
il 4 2,029 1,731
Retirement scheme contribution
18 fh at 2 Bt 3 72 6
12,874 13,584
The emoluments of the directors fell within the EHEWES N TFALY :

following bands:

Number of directors

W AY
2001 2000
“REAE "RRRE
Emoluments bands
T 4 4 331
Nil to HK$1,000,000
% 21,000,000 7T 4 3
HK$1,000,001 to HK$1,500,000
1,000,001% JG % 1,500,000% J& - -
HK$1,500,001 to HK$2,000,000
1,500,001% 76 % 2,000,000% J& 1 1
HK$2,000,001 to HK$2,500,000
2,000,001 J€ £ 2,500,000% JC 3 1
Over HK$2,500,000
2,500,000 7t P | 1 3
9 8




9.

10.

DIRECTORS’ EMOLUMENTS
(continued)
Emoluments paid to independent non-executive

directors amounted to HK$350,000 (2000:
HK$30,000).

(b)  The five individuals whose emoluments were the
highest in the Group during the year are the
directors of the Company. Details of their
emoluments are reflected in the analysis presented

above.

(¢c) During the year, no directors waived any
emoluments and no emoluments had been paid by
the Group to the directors or any of the five highest
paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of

office.

(d) On 16th March 2001, the Company granted
7,158,000 options to directors of the Company
under Share Option Scheme. Refer to the Directors’
Report, under Share Options, for details of options

granted during the year.

RETIREMENT BENEFIT COSTS

In November 2000, the Group entered into an agreement
with a Mandatory Provident Fund provider in relation to
the Mandatory Provident Fund scheme (the “MPF
Scheme”) of the Group. Under the MPF Scheme,
contributions of 5% of the employee’s monthly salary are

made by the employer and the employee.

Prior to the participation of the MPF Scheme, the Group
did not have any formal pension scheme for either its
employees or its directors. Full provision has been made
in respect of the obligations for long service payment to
its employees who are eligible for long service payment
on termination of their employment pursuant to the
Employment Ordinance (Chapter 57) of the laws of Hong
Kong.

NOTES TO THE ACCOUNTS
Wk H W

9.

10.
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10.

11.

NOTES TO THE ACCOUNTS

RETIREMENT BENEFIT COSTS

(continued)

The provision for long service payments as at 31st

December 2001 was HK$9,062,000 (2000: HK$9,155,000).

EARNINGS PER SHARE

The calculation of earnings per share is based on the
Group’s profit attributable to shareholders of
HK$43,789,000 (2000: HK$45,739,000) and the weighted
average of shares 240,000,000 (2000: 181,808,219 shares
deemed to be in issue) during the year. In determining the
weighted average number of shares deemed to be in issue
in 2000, the 1,800,000 shares issued as consideration of
the acquisition by the Company of the entire issued share
capital of World Trade (BVI) and the capitalisation issue
of 178,200,000 shares pursuant to the group reconstruction

were deemed to have been in issue on 1st January 2000.

The weighted average number of shares used in the
calculation of diluted earnings per share is based on the
weighted average of 240,000,000 shares in issue during
the year plus the weighted average of 3,410,652 shares
(2000: nil) deemed to be issued at no consideration as if
all the Company’s outstanding share options had been

exercised.

The Company had no potential dilutive ordinary shares
that were outstanding during the year ended 31st December

2000.
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NOTES TO THE ACCOUNTS

Wk H BF sk

12. FIXED ASSETS 12. Bl & & e
Office
furniture, Machinery
Leasehold fixtures and Office and  Computer Motor
improvements fittings  equipment  equipment  equipment vehicles Total
WAE
RMEME KE - RE BM %
% Riths U e BN i it
HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$'000  HKS$000
Fibi Fibi Tt Fib Fibi Fibi Fibi
Cost
A
At Ist January 2001
ZRF-HE-f—H 3,128 516 65 1,508 4396 12,445 22,058
Additions
NE = = = 148 41 266 455
Disposals
h& = = - (50) - - (50)
At 31st December 2001
ZRF-EFZAZT—H 3,128 516 65 1,606 4437 12,711 22,463
Accumulated depreciation
R &
At Ist January 2001
ZRF-E-f—H 1,445 471 45 1,359 4143 8,992 16,455
Charge for the year
KA 625 18 9 141 153 1,811 2,757
Disposals
& = = - (50) - - (50)
At 31st December 2001
ZRF-EFZAZT—H 2,070 489 54 1,450 4296 10,803 19,162
Net book value
I ¥4
At 31st December 2001
it 4 S ey R | 1,058 27 1 156 141 1,908 3,301
At 31st December 2000
CRFEEFZAZT—H 1,683 45 20 149 253 3,453 5,603
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13. INVESTMENTS IN SUBSIDIARIES

NOTES TO THE ACCOUNTS
Wk H Wk

13. RS A vl 2 B &

2001 2000
ZRE A _RERE
HK$’000 HK$’000
T # F#

Unlisted shares, at cost
I b7 B 4 AR A 86,938 86,938

Due from subsidiaries

o g 2 ] R 3K 78,258 7,404
165,196 94,342

The amounts due from subsidiaries are unsecured, interest-

free and have no fixed terms of repayment.

Particulars of the subsidiaries are as follows:

Company

/l\\_.

&

Held directly:

HEZWHA :

World Trade Bun Kee
(BVI) Ltd.

Held indirectly:

BB

Bun Kee
(International)
Limited

WRe (1 %) A B2

Place of

incorporation

ik W O

British Virgin Islands
o i A O

Hong Kong
ER

FH 4 7 2 A

Issued and
fully paid-up
share capital

BT K
B R B A

Ordinary
US$10,000
10,0003 J&

W58 i

Non-voting
deferred shares
HK$3,000,000
Ordinary shares

HK$100
3,000,000% 7C

38 45 2 R E M A

100% 76
o i B

Percentage of
attributable
equity

A A5 B
"k

100%

100%

e o 2 =) sk 0 JE KA o ELJR SR A5 % [

Principal activities

EX-E 31

Investment

holding
BE MK

Trading of
construction
materials, mainly
pipes and
fittings
HE#EEMH
EHE B WA K
=£is
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13. INVESTMENTS IN SUBSIDIARIES

(continued)

Company

I\ ]

&l

Hamerwind Building
Materials Company
Limited

IR JEL 2 41 A R 2 ]

Hing’s Godown &
Transportation

Company Limited

BREE AR

National Link

Investments Limited

AL B B B A R 4

Patterson Engineering
Company Limited

fEa AT TRA R A

All subsidiaries carry out their business operations in Hong

Kong.

Place of

incorporation

ik W O s

Hong Kong
ER

Hong Kong
ER]

Hong Kong
ER]

Hong Kong
R

Issued and
fully paid-up
share capital

CBIT &
B R B A

Ordinary shares
HK$80,000
80,0009 7T

W

Ordinary shares
HK$100,000
100,000 7t

W

Ordinary shares
HK$600,000
600,000% 7T

W i

Ordinary shares
HK$100,000
100,000 J&

W e

Percentage of
attributable
equity
A5 B e
"ok

100%

100%

100%

100%

13. XM )& A vl 2 B8 & (45)

Principal activities

EX-E 31

Provision of
warehousing
and goods

handling services

06 7 fik S B MR

Provision of
warehousing

services

0 7 £k i s

Trading of
construction
materials and
provision of

agency services

HE M
B4 g
AROBH R B

Trading of
construction
materials and
provision of

agency services

HE M
B g g
AROBH R B

Fir A ot JB 2 ) 34 A6 A g 4 2K o
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14.

15.

NOTES TO THE ACCOUNTS
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INVENTORIES

Merchandises

7 i

14. 1+ 1%
2001
—RB 4
HK$°000
T

113,008

2000
“RRRH
HK$’000
Fite

113,616

At 31st December 2001, provision for slow-moving
inventories amounted to HK$6,236,000 (2000:
HK$3,734,000).

REFZ-HTFHA=Z1—H WHHFEEZ
% 6,236,000 6 (ZFE R A

3,734,000% JG)

TRADE RECEIVABLES 15. MW £ X
Details of the ageing analysis are as follows: R mT
2001 2000
SRR e > 252
HK$’000 HK$’000
T#x T# T
Current to 30 days
HIEERIPS 35,508 27,140
31 days to 60 days
31 RE60KR 40,687 32,108
61 days to 90 days
61K £90K 24,270 24,733
91 days to 120 days
91 R E 120K 8,646 10,859
Over 120 days
I 120K 4,415 7,098
113,526 101,938
Less: provision
W fBE A (2,022) -
111,504 101,938

Customers are generally granted with credit terms of 30

days to 120 days.

KREBHEAEIOE 12082 HY -
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16. LOANS TO OFFICERS

Name

o4

Ms. Lo Wai Yin

(Retail shop manager)

HEAL L
(85 A8 )

This represents staff housing loans. At 31st December 2000
and 2001, there was no interest due and outstanding and

no provision has been made for non-repayment of the loans

or interest.

Terms of the loan

(interest rate,

security, duration 2001
and payment terms) HK$°000
SRR (R R
W - WIRK
i Ak ) SRR
T#x
8.25% p.a., unsecured, Balance at the 2
advanced on beginning of
16th February 1996 the year
and repayable by GRIE R

monthly instalments

up to 15th February 2001 Balance at the -

AR 825HE end of the year
R SR R A
B —JuuN e
Z AT H R Maximum amount 2
AR R outstanding
ZHtTHHAT during the year
&R o MR MR AR SE

g B A B

16. w5 2k B £ 7%

2000
HK$’000

“EFFEH

T#7T

37

37

B A R T RESK - RO R
SHSTCHRSEEET A
o SR R B0 ¢ 0 5k
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17. TRADE PAYABLES 17. BEAH 3K
Details of the ageing analysis are as follows: I3 T
2001 2000
“REAE “RRRE
HK$’000 HK$’000
T # F#
Current to 30 days
B35 &= 30K 3,320 2,929
31 days to 60 days
31 R 260K 2,579 2,066
61 days to 90 days
61 K E0K 9 9
Over 90 days
90K DA L 142 142
6,050 5,146
18. SHARE CAPITAL 18. B A
(a) SHARE CAPITAL (a) JB A%
2001 2000
“REA “RRRAE
HK$’000 HK$’000
T # F#
Authorised
HIE
500,000,000 ordinary shares of HK$0.10 each
500,000,000/ % i 1i & 0.10% 7T ¥ 48 Jit 50,000 50,000
Issued and fully paid
CETRHE
240,000,000 ordinary shares of HK$0.10 each
240,000,000/ % i i & 0. 109 7T ¥ 48 Jit 24,000 24,000

&

—_—
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18. SHARE CAPITAL (continued)

(b)
(1)

(ii)

(iii)

SHARE OPTIONS

Under the terms of the share option scheme
(the “Scheme”) adopted by the Company on
27th November 2000, the directors of the
Company are authorised at their absolute
discretion, to invite any full-time employee
of the Company or any of its subsidiaries,
including any executive director of the
Company or any such subsidiary, to take up
options to subscribe for shares in the
Company. The Subscription price will be
determined by the directors, but shall not be
less than the higher of 80% of the average
of the closing price of the shares on the Stock
Exchange for the five trading days
immediately preceding the date of the offer
of the grant of the option or the nominal
value of the shares. A consideration of
HK$10 is payable on acceptance of the grant
of an option. The maximum number of shares
in respect of which options may be granted
under the Scheme may not exceed 10%,
24,000,000 shares, of the issued share capital
of the Company from time to time which
has been duly allotted and issued. The
Scheme became effective for a period of ten
years commencing upon the listing of the
Company’s shares on the Stock Exchange.

On 16th March 2001, a total of 10,028,000
options with an exercise price of HK$0.96
per share were granted under the Scheme
which are exercisable over a period of four
years commencing on 19th March 2002. The
market value per share before the date of
grant of options was HK$1.13.

On 24th May 2001, a total of 1,226,000
options with an exercise price of HK$0.98
per share were granted under the Scheme
which are exercisable over a period of four
years commencing on 1st July 2002. The
market value per share before the date of
grant of options was HK$1.36. During the
year 90,000 options were cancelled.

18. A (45)

(b) B
(i)

(ii)

(iii)

HE
MBEARA G R BB | —
A=+ E H 3R A B RE 5L &)
(T wtil]) 2k » RN #
P WE S RE TS AR A
AT ] B A W] 2 2 R B
(BRI AR 2 ) sl AT i g 2 )
ZAE AT HE ) B4 v AR
O W) ey Z W TR RE o SR AR
HEHHE > MBI B4y
T B B % i A A2 5 HAE
I 38 Bt 2 °F- 35 W T 1 2 80% 5%
e O IR (VL3S Vo 5 4 ) o %
A% B R RE R - B N
XA 10 L Z IR - MR
#4508 I RE v T 2 B 4R
B> B % MBI 8 KRBT
ZARNF AR C BT HRA10%
2 T A A5 B o Bl 24,000,00008 B
By o %t E b AS 2 A O AL
B0l S T e R S N R S

RoREAE=ZA+TAH > B
18 5% 5 E 42 W AT 6 A
0.96 ¥ 7T Z Jis Jit H 4k 10,028,000
B ARBREAR -ZFZ
E£ZH A B A E 4 R AP
A7 o I BERE 42 H I DA
Wi oo B TAE A 1.13% 0T -

WN_FF—FHAZ1+TMNH >
MR 4% % w452 B i AT 08 15 4
0.98 ¥ Ju Z Jifk Jit A 3t 1,226,000
B> F BB R R R
FELH— HRENAERN A T
il o A W I A2 Y H B DA -
AR5 %5 1,363 78 ° 90,0004
i Bt E R AR RS o
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19. RESERVES

(a)

NOTES TO THE ACCOUNTS
Wk H Wk

19. fifi f
GROUP (a) LM
Merger
Share Capital reserve Retained
premium reserve (note i) profits Total
Byl EAGAME ol RERA it
(K ki)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
F#T F T F# F# F#
At 1st January 2000
“ERRE-H—H = 34,115 3,700 75,517 113,332
Premium on issue of new shares
BEAT B I = Y 8 54,000 = = = 54,000
Capitalisation issue
&AL B AT (17,820) = = = (17,820)
Listing expenses
ki B X (8,422) = = = (8,422)
Profit attributable to shareholders
JBE B HE A ¥z A = = = 45,739 45,739
Dividends (note 8)
B & (Hf7Es) = = = (58,480) (58,480)
At 31st December 2000
“ERFHETA=Z1T—H 27,758 34,115 3,700 62,776 128,349
At 1st January 2001
—ER - —H 27,758 34,115 3,700 62,776 128,349
Profit attributable to shareholders
JBE B HE £ ¥z A = = = 43,789 43,789
Interim dividend paid (note §)
TR 0 B R (i E8) = = = (9,600) (9,600)
At 31st December 2001
“RR2 -+ A=1+—H 27,758 34,115 3,700 96,965 162,538
Proposed final dividend (note §)
IR A B B (HfRES) = = = (9,600) (9,600)
27,758 34,115 3,700 87,365 152,938
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19. RESERVES (continued) 19. fili i (4%)
(b) COMPANY (b) A&
Contributed
surplus Share Retained
(note ii) premium profits Total
L YN R B Ay it 4 P B Bt A At
(Hf 7#ii)
HK$’000 HK$’000 HK$’000 HK$’000
T# T T# T T# T T# T

At 1st January 2000
SRRREH N - - - -
Shares issued for the acquisition

of subsidiaries

2 W T PO JB 2 ) B AT M 86,759 - - 86,759
Premium on issue of new shares

AT BT e < e 1 - 54,000 - 54,000
Capitalisation issue

HAALBAT - (17,820) - (17,820)
Listing expenses

E B X% - (8,422) - (8,422
Profit attributable to shareholders

JB 5 HE A iz - = 49 49

At 31st December 2000
ZERREETHA=1—H 86,759 27,758 49 114,566

At 1st January 2001

—RF-H—H—H 86,759 27,758 49 114,566
Profit attributable to shareholders

JBE B HE £ ¥z A = = 34,431 34,431
Interim dividend paid (note 8)

IR B E (B ts) = = (9,600) (9,600)

At 31st December 2001
ZERR-HTHA=1+—H 86,759 27,758 24,880 139,397

Proposed final dividend (note §)
IR A B B (B EES) - = (9,600) (9,600)

86,759 27,758 15,280 129,797

<
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NOTES TO THE ACCOUNTS

19. RESERVES (continued)
COMPANY (continued)

(b)

(1)

(i)

(iii)

The merger reserve of the Group arising from
the group reconstruction as mentioned in
note 1, is determined by the difference
between the nominal value of shares of the
subsidiaries acquired pursuant to the group
reconstruction and the nominal value of the
Company’s shares deemed to have been

issued.

The contributed surplus of the Company
represents the difference between the
nominal value of the shares issued by the
Company in exchange for all the issued
ordinary shares of world Trade (BVI) and
the value of net assets of the underlying
subsidiaries acquired by the Company on
22nd November 2000. Under the Companies
Act 1981 of Bermuda (as amended), the
contributed surplus is distributable to the
shareholders, subject to a solvency test. At
the group level, the contributed surplus is
reclassified into its component of reserves

of the underlying subsidiaries.

At 31st December 2001, reserves of the
Company available for distribution, including
the contributed surplus, amounted to

HKS$111,639,000 (2000: HK$86,808,000).

Wk H Wk

19. ik g (4
AR (#)

(b)

(1)

(ii)

(iii)

PRI B ek 1 ke < 5% O A0 G 4 G
AR GO > TR
AL A\ 2 Fof g 2 =] e 4 T e
AL AT Z A4 A B 4 T
6L 1H =2 2% M o A

KRR ZYABBRBRALF
5 B World Trade (BVI)Z: #f
T 47 3 8 i B AT 2 B A i
8 B AR 2 ] BT W A T R
AR -FFRET A1+
HZEEFEmE W28 -
MBEREE N\ —FEA A 3%
(BAEFT) » MABBEREE
B JIE g B AR A 2 WA =2 15 e
T o IR TR o fE4E
ZWH b MABBRERSE
T 45 T BT 2 B il A AL B
i

R-RR-HE T+ A=Z1+—
H > B fFE %y 40 Uk Z K 2 v fik
(& 35 SO\ BR) % 111,639,000
BT (ZRERA 1 86,808,000
Wt -




20.

DEFERRED TAXATION

There were no significant deferred taxation liability at
31st December 2001. The potential deferred taxation
liabilities not provided for in the accounts are analysed as

follows:

NOTES TO THE ACCOUNTS
Wk H BF sk

20. Y& ut B B
RoZE A=t —H > BEERE
SERLIE UG o RACIR FAE B 2 W46 I AT
B B AT

2001 2000
SRR ZEREFH
HK$’000 HK$’000
T#x T# T
Accelerated depreciation allowances
T3 25 4 At A (15) 221
Other timing differences
oA bR 2% 46 54
Deferred taxation liabilities
8 JIE 50 O 1 £ 31 275
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21. NOTES TO THE CONSOLIDATED

NOTES TO THE ACCOUNTS
Wk H Wk

21. 5% 45 Bl & 0 Bk ik

CASH FLOW STATEMENT
(a) Reconciliation of profit before taxation to net cash (a) I 7858 iy ¥z ) B A% 4 6 Y R A 2 R B 4
inflow from operating activities: MAZHHE -
2001 2000
SRR e > 253
HK$°000 HK$’000
T#x T# T
Profit before taxation
ik At T ¥ A 52,368 53,309
Depreciation
e 2,757 3,655
Interest income
B KA (1,565) (836)
Interest expense
B 3 3,510 5,365
Net gains on disposal of fixed assets
8 A E B M )] (430)
Increase in trade and other receivables, deposits and prepayments
R e s e A R WSRO > 4% 4 B LA RO Z (6,606) (10,317)
Decrease in loans to officers
A R R WA 2 35
Decrease in amount due from a related company
— A B R R Z - 1,000
Decrease/(increase) in inventories
R Z WA, () 608 (867)
Decrease in trade and other payables and accrued charges
B A5 4k S A B A58 sk S I B it %8 2 Wk A (1,297 (8,996)
Net cash inflow from operating activities
REHHEEZFHERA 49,769 41,918
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21. NOTES TO THE CONSOLIDATED 21. 55 BB M BT wE ()
CASH FLOW STATEMENT (continued)

(b)  Analysis of changes in financing during the year. (b) FRZRENEEE) 5T
Share capital Term loans and

and share premium trust receipt loans
JBe AR B JBe Bk 5E 91 82k e A aE R £
2001 2000 2001 2000
SRR e = 253 SRR e > 252
HK$’000 HK$’000 HK$’000 HK$’000
T#x T# T T#x T# T

At the beginning of the year

A 51,758 180 31,326 32,947
Issue of shares

BAT R A = 60,000 - -
Listing expenses

B X - (8,422) - -

Net decrease of loans
with maturity over three
months from date of advance
HAERHE=MA
VA BB 2 5k ik A - - (18,726) (1,621)

At the end of the year
S 51,758 51,758 12,600 31,326
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22. OPERATING LEASES 22. MEMZY
At 31st December 2001, the Group had future aggregate RE-RZ-HTA=Z1+—H  REERE
minimum lease payments under non-cancellable operating 7S] AR s RLA) 2 H AR B IR A 4 sk HE A
leases as follows: T
2001 2000
“RE 4 “RERE
HK$°000 HK$’000
T#x T#
(restated)
(H %)
Not later than one year
—HERN 11,341 13,113
Later than one year and not later than five years
BT (BFEERWA) 342 9,440
11,683 22,553
23. CONTINGENT LIABILITIES 23. ARl
2001 2000
“RE 4 “RERE
HK$°000 HK$’000
T#x T#
Outstanding letters of credit
AR AR AR 11,328 8,971
Indemnities in respect of shipping guarantees given by banks
R ERAT B2 At 2 M 9 DR BT A 0 A AR 4,349 3,728
15,677 12,699
24. PENDING LITIGATION 24. fF Jelf ik
Bun Kee (International) Limited was cited as a defendant Wit (BRS) AR AR s s —% PR iz
in an action brought by a customer. The Group has filed a s 2 o REFCBEERFH - R
statement of defence. The sum included in the claim K JE 74 % 645,000% 7T 53 i 3 Al FH B #& A o
amounted to approximately HK$645,000 plus other related H—hRUIE+— R » %% )5 fEEREUE
costs. No further action has been taken by the customer —HATE o HERBAREEA G ER S
since November 1999. The directors are of the opinion AR o Wl M T AR A o

that the Group is unlikely to suffer any losses from the

claim and no provision is considered necessary.

—_—

&
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25. RELATED PARTY TRANSACTIONS

During the year, the Group had the following significant

25. F B A 1L 5
AR R > A5 I AT N 9 0 A T 5 R

transactions with related parties: KR 5 ¢
(a)  Recurring transactions (a) B G
2001 2000
“RR 4 “ERERE
Note HK$°000 HKS$’000
M it F# L F T
Rental expenses paid to:
MR L XMNT :
Bun Kee (H.K.) Limited
WAt (7 ) AR A A @) 4,800 4,800
Bun Kee (China) Limited
Wit (i) A B2 5 @) 1,500 2,516
Yin On Investment Company Limited
BREXEAMRAF 6)) - 1,246
Powerful Agents Limited (i) 5,760 975
@) These companies are beneficially owned and (1) ZEAFHAAFAE T ERE

controlled by certain directors of the
Company. Rentals were paid to these
companies for leasing office premises, retail
outlets and warehouses of the Group. Up to
30th October 2000 except for rental expenses
in respect of a warehouse and an office
premises rented from Yin On Investment
Company Limited and Bun Kee (China)
Limited, which were respectively charged at
approximately 9% to 15% and 161% to 178%
of the market rates as set out in the report of
an independent professional property valuer,
all other rental expenses paid to the related
parties were at approximately 86% to 99%

of the market rates.

TR K e o Ay A K
ZHMAE - BEERER K
O] %A A R A AL A o
E2ERRFETA=ZTHIE
B 43 Bl 1) B & R R A E K
Woad () AR 2w A Z &
B 2 BT S A 4508 o
3 Ay S A A R BT T
HEHINE 159K 161%E
178% Z FL &4 » i T/ B
Nt 2 I AR 4 i 3 A
B 7 4 %1 86% 2 99% o
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NOTES TO THE ACCOUNTS

25. RELATED PARTY TRANSACTIONS

(continued)

(a)

(b)

(c)

Recurring transactions (continued)

(ii)

(iii)

On 27th September 2000, the properties held
by Yin On had been transferred to Powerful

Agents Limited, a company beneficially
owned and controlled by certain directors of

the Company.

Effective from 31st October 2000, new rental
agreements were entered into between the
Group and Bun Kee (H.K.) Limited, Bun Kee
(China) Limited and Powerful Agents
Limited under which these properties were
rented to the Group based on market rates
as determined by a firm of independent

property valuers.

Non-recurring transactions

Disposal of staff quarters to Bun Kee
(China) Limited
A D (p ) A FR A /] E T R

25. £ BH %l

Wk H Wk

AN 225 (4)

(a) BERG (H)

(ii)

(iii)

RERFZELAZTEH -
BREmEazmEERTAK
AFHETERE R KR
Z A A —Powerful

Limited °

Agents

Ho-ZFFF+_H=1+—H
A AR H B R (B ) AR
AT~ R Ch ) AR AR R
Powerful Agents Limiteds] 3% i
FLA > UL > A B 36358 5

) S Al AL AT S 2 7 5 AL

HPARGEH -

(b) FEMHZS

2001 2000
SRR —RFFE
Note HK$’000 HK$000
Wi ik T#x Tt
- 800

(1)

Bun Kee (China) Limited was the former
ultimate holding company of Bun Kee
(International) Limited and is beneficially
owned by certain directors of the Company.
The consideration in respect of the staff
quarters sold to Bun Kee (China) Limited
was determined with reference to an

independent professional valuation.

Apart from the above, there were no other material

related party transactions entered into by the Group

during the year.

(1)

Wit (f B A R 2w 2
(BB A B2 ] 2 i B2
"o M AR A T A
A o D (R ) A PRA
8 B T & Z AQE T O o
B REE -

()  BRESCRTRRAh o ACHE R 47 Py i O
FTHMERAREALRS -
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26.

27.

28.

BANKING FACILITIES

The Group had aggregate banking facilities of
approximately HK$184,855,000 as at 31st December 2001
(2000: HK$178,855,000), for overdrafts, term loans and
other trade finance facilities. Banking facilities utilised as

at 31st December 2001 amounted to approximately
HK$64,815,000 (2000: HK$104,838,000).

These facilities were secured by guarantee given by the

Company.

ULTIMATE HOLDING COMPANY

The Directors regard On Top Industrial Limited, a company
incorporated in the British Virgin Islands, as being the

ultimate holding company.

APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors on

17th April 2002.

26.

27.

28.

SirmE

MR —FETZH=1—H s REFZH
17 B % 3L 4 184,855,000 7T (Z B R B4 ¢
178,855,0009 7¢) » o 45 & 1] 8k &k 3L
g s R -2 +_A=1—
H > CBH Z AT Rl & 4% 64,815,000% 70
(ZBEERHE 104,838,000 70) o

% 5 T DL R AR o AR A SR A

I 2% 2 B A H)
R Ay I B M R R R O 2 A ] —
On Top Industrial Limited % fix #& %5 A &l -

e H b B
HHOONRRENA 6 H AR
H o



