Notes on the Financial Statements

For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
1. SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These financial statements have been prepared in accordance
with all applicable Statements of Standard Accounting Practice
and Interpretations issued by the Hong Kong Society of
Accountants (“HKSA"), accounting principles generally accepted
in Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. These financial statements also comply
with the applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited. A summary of the significant accounting policies
adopted by the Group is set out below.

(b) Basis of preparation of the financial statements

(i)  Going concern basis
On 3 August 2000, the Company entered into a restructuring
agreement with the Group’s bankers (“the Restructuring
Agreement”) regarding the repayment of all Hong Kong
bank borrowings, totalling approximately $399 million (“the
Bank Borrowings”). The Restructuring Agreement applies
for a period of five years and three months or up to an
earlier date when the Bank Borrowings are reduced to $150
million. The Group is required to make minimum fixed
repayments of $24 million on an annual basis. Furthermore,
the Group is required to dispose of its non-core assets to
reduce the Bank Borrowings. The Group has paid $121
million to its bank creditors since the date of the Restructuring
Agreement. As at 28 February 2002, the Bank Borrowings
amounted to $278 million. As part of the Restructuring
Agreement, the majority participating lenders may give 14
days’ notice to terminate the Restructuring Agreement.
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For the year ended 28 February 2002
(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of preparation of the financial statements
(Continued)

Going concern basis (Continued)

Pursuant to the subscription agreement for the Company’s
preference shares dated 31 December 1997, the Company
was required to redeem the 22,220 convertible non-voting
redeemable preference shares by 28 February 2002 for $231
million. The redemption period has since been extended by
the Company and the preference shareholder. On 17 June
2002, the Group has entered into conditional agreements
with the preference shareholder for the redemption of the
preference shares. Pursuant to these agreements, the
Company will procure Infinite Assets Corp. (“IAC") and Tse
Sui Luen Investment (China) Limited (“TSL China”) (both are
77.5% owned subsidiaries of the Company) to issue new
shares, representing 24% equity interest of their respective
enlarged issued share capital, to the preference shareholder
in lieu of cash payment for the redemption of the
preference shares (see note 30).

The directors are currently negotiating to dispose of certain
of the Group’s property interests. The directors believe that
the ongoing support of the Group’s bankers will continue
and the measures to be taken under the Restructuring
Agreement and the conditional agreements in connection
with the redemption of the preference shares will enable
the Group to continue in operational existence in the
foreseeable future. Accordingly, the directors are satisfied
that it is appropriate to prepare the financial statements on
a going concern basis, notwithstanding the Group’s financial
position as at 28 February 2002. Should the Group be
unable to continue in business as a going concern,
adjustments would have to be made to restate the values of
assets to their recoverable amounts, to provide for any
further liabilities which might arise and to reclassify non-
current assets and liabilities as current assets and liabilities,
respectively. The effect of these adjustments have not been
reflected in the financial statements.
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b) Basis of preparation of the financial statements
(Continued)

(i)  Measurement basis
The measurement basis used in the preparation of the
financial statements is historical cost modified by the
revaluation of investment properties and land and buildings,
and the marking to market of certain investments in
securities as explained in the accounting policies set out
below.

(c) Subsidiaries

A subsidiary is an enterprise controlled by the Company. Control
exists when the Company has the power, directly or indirectly, to
govern the financial and operating policies of an enterprise so as
to obtain benefits from its activities.

An investment in a subsidiary is consolidated into the consolidated
financial statements, unless it is acquired and held exclusively
with a view to subsequent disposal in the near future or operates
under severe long-term restrictions which significantly impair its
ability to transfer funds to the Group, in which case, it is stated
in the consolidated balance sheet at fair value with changes in
fair value recognised in the consolidated profit and loss account
as they arise.

Intra-group balances and transactions, and any unrealised profits
arising from intra-group transactions, are eliminated in full in
preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are eliminated in
the same way as unrealised gains, but only to the extent that

there is no evidence of impairment.

In the Company’s balance sheet, an investment in a subsidiary is
stated at cost less any impairment losses (see note 1(j)), unless it
is acquired and held exclusively with a view to subsequent
disposal in the near future or operates under severe long-term
restrictions which significantly impair its ability to transfer funds
to the Company, in which case, it is stated at fair value with
changes in fair value recognised in the profit and loss account as
they arise.
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Associates

An associate is an entity in which the Group has significant
influence, but not control or joint control, over its management,
including participation in the financial and operating policy
decisions.

An investment in an associate is accounted for in the consolidated
financial statements under the equity method and is initially
recorded at cost and adjusted thereafter for the post acquisition
change in the Group’s share of the associate’s net assets, unless
it is acquired and held exclusively with a view to subsequent
disposal in the near future or operates under severe long-term
restrictions that significantly impair its ability to transfer funds to
the investor, in which case it is stated at fair value with changes
in fair value recognised in the consolidated profit and loss
account as they arise. The consolidated profit and loss account
reflects the Group’s share of the post-acquisition results of the
associates for the year.

(e) Goodwill
Positive goodwill arising on consolidation represents the excess
of the cost of the acquisition over the Group’s share of the fair
value of the identifiable assets and liabilities acquired. In respect
of subsidiaries:

—  for acquisitions before 1 March 2001, positive goodwill is
eliminated against reserves and is reduced by impairment
losses (see note 1(j)); and

— for acquisitions on or after 1 March 2001, positive goodwill
is amortised to the consolidated profit and loss account on a
straight-line basis over its estimated useful life. Positive
goodwill is stated in the consolidated balance sheet at cost
less any accumulated amortisation and any impairment

losses (see note 1())).
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e) Goodwill (Continued)

Negative goodwill arising on acquisitions of subsidiaries represents
the excess of the Group’s share of the fair value of the
identifiable assets and liabilities acquired over the cost of the
acquisition. Negative goodwill is accounted for as follows:

- for acquisitions before 1 March 2001, negative goodwill is
credited to a capital reserve; and

- for acquisitions on or after 1 March 2001, to the extent that
negative goodwill relates to an expectation of future losses
and expenses that are identified in the plan of acquisition
and can be measured reliably, but which have not yet been
recognised, it is recognised in the consolidated profit and
loss account when the future losses and expenses are

but not

exceeding the fair values of the non-monetary assets

recognised. Any remaining negative goodwill,

acquired, is recognised in the consolidated profit and loss
account over the weighted average useful life of those non-
monetary assets that are depreciable/amortisable. Negative
goodwill in excess of the fair values of the non-monetary
assets acquired is recognised immediately in the consolidated
profit and loss account.

In respect of any negative goodwill not yet recognised in the
consolidated profit and loss account, such negative goodwill is
shown in the consolidated balance sheet as a deduction from
assets in the same balance sheet classification as positive
goodwill.

On disposal of a subsidiary during the year, any attributable
amount of purchase goodwill not previously amortised through
the consolidated profit and loss account or which has previously
been dealt with as a movement on Group reserves is included in
the calculation of the profit or loss on disposal.
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For the year ended 28 February 2002
(Expressed in Hong Kong dollars)

1.

()

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in securities

The Group’s and the Company's policies for investments in

securities other than investments in subsidiaries and associates

are as follows:

(i)

(ii)

(iii)

(9)

Investments held on a continuing basis for an identified
long-term purpose are classified as investment securities.
Investment securities are stated in the balance sheet at cost
less any provisions for diminution in value. Provisions are
made when the fair values have declined below the carrying
amounts, unless there is evidence that the decline is
temporary, and are recognised as an expense in the profit
and loss account, such provisions being determined for each
investment individually.

Trading securities are stated in the balance sheet at fair
value. Changes in fair value are recognised in the profit and
loss account as they arise. Securities are presented as
trading securities when they were acquired principally for
the purpose of generating a profit from short term
fluctuations in price or dealer’s margin.

Profits or losses on disposal of investments in securities are
determined as the difference between the estimated net
disposal proceeds and the carrying amount of the investments
and are accounted for in the profit and loss account as they

arise.

Fixed assets
Fixed assets are carried in the balance sheets on the
following bases:

— investment properties with an unexpired lease term of
more than 20 years are stated in the balance sheet at
their open market value which is assessed annually by
external qualified valuers;
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

1.

(9)

(ii)

(iii)

Fixed assets (Continued)

land and buildings held for own use are stated in the
balance sheet at their revalued amount, being their
open market value at the date of revaluation less any
subsequent accumulated depreciation (see note 1(i)).
Revaluations are performed by qualified valuers with
sufficient regularity to ensure that the carrying amount
of these assets does not differ materially from that
which would be determined using fair values at the

balance sheet date; and

plant, machinery and other fixed assets are stated in
the balance sheet at cost less accumulated depreciation
(see note 1(i)) and impairment losses (see note 1(j)).

Changes arising on the revaluation of investment properties

and land and buildings held for own use are generally dealt

with in reserves. The only exceptions are as follows:

when a deficit arises on revaluation, it will be charged
to the profit and loss account, if and to the extent that
it exceeds the amount held in the reserve in respect of
that same asset, or, solely in the case of investment
properties, the portfolio of investment properties,
immediately prior to the revaluation; and

when a surplus arises on revaluation, it will be credited
to the profit and loss account, if and to the extent that
a deficit on revaluation in respect of that same asset, or,
solely in the case of investment properties, the portfolio
of investment properties, had previously been charged
to the profit and loss account.

Subsequent expenditure relating to a fixed asset that has

already been recognised is added to the carrying amount of

the asset when it is probable that future economic benefits,

in excess of the originally assessed standard of performance

of the existing asset, will flow to the enterprise. All other

subsequent expenditure is recognised as an expense in the

period in which it is incurred.
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For the year ended 28 February 2002
(Expressed in Hong Kong dollars)

(h)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Fixed assets (Continued)

Gains or losses arising from the retirement or disposal of a
fixed asset are determined as the difference between the
estimated net disposal proceeds and the carrying amount of
the asset and are recognised in the profit and loss account
on the date of retirement or disposal. On disposal of an
investment property, the related portion of surpluses or
deficits previously taken to the investment properties
revaluation reserve is also transferred to the profit and loss
account for the year. For all other fixed assets, any related
revaluation surplus is transferred from the revaluation
reserve to retained profits.

Leased assets

Leases of assets under which the lessor has not transferred all

the risks and benefits of ownership are classified as operating

leases.

(i)

(i)

Assets held for use in operating leases

Where the Group leases out assets under operating leases,
the assets are included in the balance sheet according to
their nature and, where applicable, are depreciated in
accordance with the Group’s depreciation policies, as set out
in note 1(i). Impairment losses are accounted for in
accordance with the accounting policy as set out in note
1(j). Revenue arising from operating leases is recognised in
accordance with the Group’s revenue recognition policies, as
set out in note 1(p)(ii).

Operating lease charges

Where the Group has the use of assets under operating
leases, payments made under the leases are charged to the
profit and loss account in equal instalments over the
accounting periods covered by the lease term, except where
an alternative basis is more representative of the pattern of
the benefits to be derived from the leased asset. Lease
incentives received are recognised in the profit and loss
account as an integral part of the aggregate net lease
payments made. Contingent rentals are charged to the
profit and loss account in the accounting period in which
they are incurred.
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

1.

(0]

(ii)

)

Depreciation

No depreciation is provided on investment properties with

an unexpired lease term of over 20 years or on freehold

land.

Depreciation is calculated to write off the cost or valuation

of other fixed assets over their estimated useful lives as

follows:

leasehold land is depreciated on a straight-line basis
over the remaining term of the lease;

buildings are depreciated on a straight-line basis over
the shorter of their estimated useful lives, being 40
years from the date of completion, and the unexpired
terms of the leases; and

other fixed assets are depreciated on a straight-line
basis over their estimated useful lives as follows:

Furniture, fixtures and equipment 2 to 10 years
Plant and machinery 3 to 7 years

Motor vehicles 4 to 10 years

Impairment of assets

Internal and external sources of information are reviewed at each

balance sheet date to identify indications that the following

assets may be impaired or an impairment loss previously

recognised no longer exists or may have decreased:

fixed assets (other than properties carried at revalued

amounts);

investments in subsidiaries and associates (except for those

accounted for at fair value under notes 1(c) & (d)); and

positive goodwill (whether taken initially to reserves or

recognised as an asset).
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For the year ended 28 February 2002
(Expressed in Hong Kong dollars)

1.

()

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of assets (Continued)

If any such indication exists, the asset’s recoverable amount is

estimated. An impairment loss is recognised whenever the

carrying amount of an asset exceeds its recoverable amount.

(i)

(ii)

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net
selling price and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of time value of money and the risks
specific to the asset. Where an asset does not generate cash
inflows largely independent of those from other assets, the
recoverable amount is determined for the smallest group of
assets that generates cash inflows independently (i.e. a
cash-generating unit).

Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss
is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount. An
impairment loss in respect of goodwill is reversed only if the
loss was caused by a specific external event of an
exceptional nature that is not expected to recur, and the
increase in recoverable amount relates clearly to the reversal
of the effect of that specific event.

A reversal of impairment losses is limited to the asset’s
carrying amount that would have been determined had no
impairment loss been recognised in prior years. Reversals of
impairment losses are credited to the profit and loss account
in the year in which the reversals are recognised.
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Inventories
Inventories are carried at the lower of cost and net realisable
value.

Cost is calculated using the weighted average cost formula and
comprises all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present
location and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

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

(I) Properties held for sale

Properties held for sale are stated at the lower of cost and net
realisable value. Cost comprises all direct costs incurred in
connection with bringing the properties held for sale to their
current condition. Net realisable value represents the estimated
selling price in the ordinary course of business less all costs to be
incurred to make the sale.

(m) Cash equivalents

Cash equivalents are short-term, highly liquid investments which
are readily convertible into known amounts of cash without
notice and which were within three months of maturity when
acquired. For the purposes of the cash flow statement, cash
equivalents would also include bank overdrafts and advances
from banks repayable within three months from the date of the

advance.
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n) Deferred taxation

Deferred taxation is provided using the liability method in respect
of the taxation effect arising from all material timing differences
between the accounting and tax treatment of income and
expenditure, which are expected with reasonable probability to
crystallise in the foreseeable future.

Future deferred tax benefits are not recognised unless their
realisation is assured beyond reasonable doubt.

(o) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Company or Group has a legal or constructive
obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events are
also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

(p) Revenue recognition

Provided it is probable that the economic benefits will flow to
the Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised in the profit and loss

account as follows:

(i) Sale of goods
Revenue is recognised when the customer accepts the
goods and the related risks and rewards of ownership.
Revenue excludes value added or other sales taxes and is
after deduction of any trade discounts and returns.
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p) Revenue recognition (Continued)

(i) Rental income from operating leases
Rental income receivable under operating leases is recognised
in the profit and loss account in equal instalments over the
accounting periods covered by the lease term, except where
an alternative basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease
incentives granted are recognised in the profit and loss
account as an integral part of the aggregate net lease
payments receivable. Contingent rentals are recognised as
income in the accounting period in which they are earned.

(iii) Dividends
— Dividend income from unlisted investments is recognised
when the shareholder’s right to receive payment is
established.

— Dividend income from listed investments is recognised
when the share price of the investment goes ex-
dividend.

(iv) Interest income
Interest income from bank deposits is accrued on a time-
apportioned basis by reference to the principal outstanding
and at the rate applicable.

(q) Translation of foreign currencies

Foreign currency transactions during the year are translated in
Hong Kong dollars at the exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated in
foreign currencies and the financial statements of those
subsidiaries whose books and records are maintained in currencies
other than Hong Kong dollars are translated into Hong Kong
dollars at the exchange rates ruling at the balance sheet date.
Exchange gains and losses are dealt with in the profit and loss
account, except those arising from the translation at closing
rates of net investments in subsidiaries, which are taken directly
to reserves.

Bt %5 ¥R R MY R
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r) Retirement costs

The Group participates in a master trust scheme provided by an
independent Mandatory Provident Fund service provider to
comply with the requirements under the Hong Kong Mandatory
Provident Fund Scheme Ordinance. Contributions paid and
payable by the Group to the scheme are charged to the profit
and loss account when incurred. The Group also participates in
the retirement schemes operated by the relevant authorities for
the employees of the subsidiaries in the People’s Republic of
China (“PRC"), Taiwan and Malaysia and the cost of these
schemes is charged to the profit and loss account when incurred.

(s) Borrowing costs
Borrowing costs are expensed in the profit and loss account in
the period in which they are incurred.

(t) Related parties

For the purposes of these financial statements, parties are
considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial and
operating decisions, or vice versa, or where the Group and the
party are subject to common control or common significant
influence. Related parties may be individuals or other entities.

(u) Segment reporting

A segment is a distinguishable component of the Group that is
engaged either in providing products or services (business
segment), or in providing products or services within a particular
economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other

segments.

In accordance with the Group’s internal financial reporting, the
Group has chosen geographical segment information as the
primary reporting format. No business segments analysis of the
Group is presented as all the Group’s turnover and trading result
are generated from the manufacture, sale and marketing of
jewellery products.
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u) Segment reporting (Continued)

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that can
be allocated on a reasonable basis to that segment. For example,
segment assets may include inventories, trade receivables and
property, plant and equipment. Segment revenue, expenses,
assets, and liabilities are determined before intra-group balances
and intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such intra-group
balances and transactions are between group enterprises within
a single segment.

Segment capital expenditure is the total cost incurred during the
year to acquire segment assets that are expected to be used for
more than one year.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings, corporate and financing

expenses and minority interests.

2. TURNOVER

The principal activities of the Group are manufacturing, sale and
marketing of jewellery products.

Turnover represents the sales value of jewellery products sold to

customers.

Notes on the Financial Statements e

HZE200262F28H IEFE
(ABTTER)
FESHRE @

(u) FBHE (&

DEWA - H - é%ﬁ%%ﬁ CBERARE
BEEERBE DI ARAHEAIEN
HENR Eﬂﬁmﬁﬁmﬁﬁ fian -
DHEERREETE  BUERRY
EN 58 &ﬁ DEWA ~ XH - BE
REEEEAEREGEMBRRE RN

MEBAISBERNBBENEE AR S
BRB—E>BNEELEZHNERR
ERFE SR A BAREAIZZ S BIBR AN ©

7 BPE AR EIREFAB AR AN
B-FEMAHNDBEEMEEHNKELR
R

REENEEED BHIRE TR BRI B RE
XEE WE B DENBEX

EE N

H R D BCR FE

/|

BERH

AEENEEEBREE
BEH -

- SHE R E TR

EEPERHERTPUEEMMEER
B

Bt %5 ¥R R MY R

P.57



Notes on the Financial Statements ¢ Bf 7% 3k & Mt 5

P.58

For the year ended 28 February 2002 HZE200292 A28HIEFE
(Expressed in Hong Kong dollars) (LTI
3. OTHER REVENUE 3. Hfttlk A
2002 2001
$°000 $'000
Fit Fr
Rental income e A 7,821 10,845
Interest income A E WA 819 2,382
Exchange gain T H, & A 7,451 1,261
Management fee income EEBIUA 100 5,953
Others HAity 7,242 8,317
23,433 28,758

4. LOSS FROM ORDINARY ACTIVITIES BEFORE
TAXATION

Loss from ordinary activities before taxation is arrived at after

4. BRRAERERBEBR

BRRHAIIE H# B EREE - (GIA) -

charging/(crediting):
2002 2001
$000 $°000
FT Fr
(a) Finance costs: (a) MEEHR :
Interest on bank loans BITERK
and overdrafts BT E 19,539 33,353
Interest on amount due FEAF L SRR R
to a minority shareholder KIEHK T B 98 =
19,637 33,353




For the year ended 28 February 2002
(Expressed in Hong Kong dollars)

4. LOSS FROM ORDINARY ACTIVITIES BEFORE

TAXATION (Continued)

Notes on the Financial Statements o Bf 7% 3R R Kf 5

HZE200262F28H IEFE

(LBTTST)

4. RRAEEXREESER @

2002 2001
$°000 $'000
Fi Fir
(b) Other items: (b) H1IHH :
Cost of inventories F & B A 647,971 778,132
Staff costs (including retirement BT KA (BIERKEE
cost of $4,215,000 B 78 4,215,0007T
(2001: $1,230,000)) (20014 : 1,230,0007T) ) 132,738 125,702
Amortisation of deferred expenditure iR IE S ) g - 19
Auditors’ remuneration ZE RN & 1,690 2,165
Depreciation e 16,472 20,646
Operating leases charges KEHEER
— land and buildings situated — BRI
in Hong Kong NEEY) 48,768 47,443
— land and buildings situated —BBRINZ T
other than in Hong Kong KLY 9,238 11,304
Loss on sale of fixed assets HEBEEERE 631 3,132
Loss on write off of fixed assets 1 8 B T & E & R - 1,090
(Gain)/loss on sale of properties HEFEME
held for sale (BF) /8 (3,745) 571
Impairment loss on properties HEME
held for sale BEEE 146 3,492
Provision for inventories FEREME 9,938 40,446
Provision for other receivables H fib ' W R 2,100 1,753
Provision for loss on leasing of property T ) 2 B B 1R 4,300 =
Rentals receivable from properties less FEW ) M &
direct outgoings of $409,000 BB & 2 i 409,0007T
(2001: $615,000) (20014 : 615,0007T) (7,412) (10,230)
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For the year ended 28 February 2002 HZE200292 A28HIEFE
(Expressed in Hong Kong dollars) (LTI
5. TAXATION 5. R\
(a) Taxation in the consolidated profit and loss account (a) GREBBERFITNHIES .
represents:
2002 2001
$°000 $7000
Fit Fir
Provision for Hong Kong KEEBRB
Profits Tax for the year ST EE 567 667
Underprovision in respect of prior years NEFEEEFETR 165 61
Write off of tax recoverable Hin 85 BT Ui 21 1R - 4,340
732 5,068
Provision for overseas taxation for the year 7N 4F & /8 91 55 78 % 4 860 =
Underprovision in respect of prior years NEFEEETR - 246
860 246
1,592 5,314
Share of associates’ taxation & {5 B & A B B IE - 16
1,592 5,330

The provision for Hong Kong Profits Tax is calculated at 16%

(2001: 16%) of the estimated assessable profits for the year

ended 28 February 2002. Taxation for overseas subsidiaries is

similarly charged at the appropriate current rates of taxation

ruling in the relevant countries.

BB FS T ERSIREE20029F2 A28H
IEFEREETER R AFLA16% (2001
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For the year ended 28 February 2002 HE2002F2 5280 IFFE
(Expressed in Hong Kong dollars) (LAETTZT)
5. TAXATION (Continued) 5. R\ &
(b) At the balance sheet date, the unprovided deferred (b) REER » RETFRENELERE
tax assets/(liabilities) consists of: BE /(AR 8F:
The Group
%M
2002 2001
$°000 $°000
FiT Fir
Depreciation allowances in A AR R AT & B
excess of related depreciation mELTE (1,837) (1,603)
Tax losses B &R 34,550 29,883
Others E A 86 66
32,799 28,346
A deferred tax asset has not been recognised in the financial R B E IR R F AR R BFIREES
statements in respect of tax losses carried forward available to BRFAIER - B ARET BT LHER
offset future profits as their realisation is not assured beyond RIETRIBEE o

reasonable doubt.

A deferred tax asset/(liability) has not been recognised in the BRI EEMEE 2 RHEZEEIN - e
financial statements in respect of timing differences other than MZEBEAAERABR S e - gt
tax losses as the timing differences are not expected to crystallise BEMERA FERECEHBEELEE, (B
in the foreseeable future. f&) °
The major components of the deferred taxation (charge)/credit RARFEE R AR TEROELERIE GZ )/ it
not recognised during the year are as follows: AEUTEEZS
2002 2001
$°000 $'000
Fir Fir
Depreciation allowances in excess AR T E R
of related depreciation mERTE (234) (824)
Tax losses W% E R 4,667 (859)
Others Hth 20 (529)
4,453 (2,212)
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
5. TAXATION (Continued)

No provision for deferred taxation has been made in respect of
the revaluation surpluses arising on investment and other
properties as the disposal of these assets at their carrying value
would result in capital gains which the directors consider are not
subject to any tax liability.

The Group had no other material unprovided deferred taxation
for the year or at the balance sheet date.

6. DIRECTORS' REMUNERATION

Directors’ remuneration disclosed pursuant to section 161 of the
Hong Kong Companies Ordinance is as follows:

HZE2002F2 B28H IEFE
(AETTIR)
5. R\ &

HREERAREEEELEREREM
MEMEENERNKRETE 5| BUERITHIR
BfE BORAELEEMELANERA
AT AARE N B2 o

RAFEARGEHE  AEELEEME
AR BB OETHIR -
6. EFile

RBEEECRRUEBIDFE 1611651280 = F B
ST

2002 2001

$°000 $°000

FT Fr

Fees e 1,650 695
Salaries and other emoluments FHehEMMe 4,892 6,664
Discretionary bonuses B 7E FEAT 581 507
Retirement scheme contributions RIRET B R 36 6
7,159 7,872

Included in the directors’ remuneration were fees of $1,440,000
(2001: $780,000) paid to the independent non-executive directors
during the year.

The remuneration of the directors is within the following bands:

EEMeBREFASINTFEBLIERTES
R#2< 1,440,000z (20014 : 780,000
JL) °

MEEATHEARNESTAZNT

2002 2001
Number of Number of
directors directors

ETAl E=AH

$0 to $1,000,000 07T £ 1,000,0007T 4 5
$1,000,001 to $1,500,000 1,000,0017T £ 1,500,0007T 1 1
$1,500,001 to $2,000,000 1,500,001t £ 2,000,0007T 1 1
$2,500,001 to $3,000,000 2,500,001 7T £ 3,000,0007T 1 =
$3,500,001 to $4,000,000 3,500,0017T £4,000,0007T - 1

7 8




For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

7. INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments, three
(2001: two) are directors whose emoluments are disclosed in
note 6. The aggregate of the emoluments in respect of the other
two (2001: three) individuals are as follows:

Notes on the Financial Statements

HZE200262F28H IEFE
(ABTTER)
7. BEi& AL

o BFEERARME

ERMeszamALTE = (2001
F WD) BEE - ERANEEFHEERK
16 o HEAMNL (20014 =(1) A THIBM

SHREFEWT

2002 2001

$’000 $°000

FiT Fr

Salaries and other emoluments FehkEMMHe 2,809 4,092
Discretionary bonuses B E B 4L 623 3,851
Retirement scheme contributions RIRET B R 24 6
3,456 7,949

The emoluments of the two (2001: three) individuals with the
highest emoluments are within the following bands:

ZMAL (20014 © =67) e &= A THBM

SHEANHER

2002
Number of

individuals

AR

2001

Number of
individuals

AB

$1,000,001 to $1,500,000
$1,500,001 to $2,000,000
$4,000,001 to $4,500,000

1,000,0017T £ 1,500,0007T
1,500,0017T £ 2,000,0007T
4,000,0017t £ 4,500,0007T

8. LOSS FOR THE YEAR

The consolidated loss for the year includes a loss of $47,563,000
(2001: $162,204,000) which has been dealt with in the financial
statements of the Company.

8. FTFHEEBIN

AEEGEAERAE—SBIARQRET
&R MA47,563,000L (2001 £ :

162,204,0007T) E518 °
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For the year ended 28 February 2002 HZE200292 A28HIEFE
(Expressed in Hong Kong dollars) (LTI
9. PREFERENCE SHARES DIVIDEND 9. BEKEE
2002 2001
$°000 $'000
Fit Fir
Dividend on 6.5% convertible non-voting ~ 6.5% #E & Z#E ) 0] i i
redeemable preference shares KER 2 EERKE 11,237 11,221
10. LOSS PER SHARE 10. BRI IR
(a) Basic loss per share (a) BEREXEE
The calculation of basic loss per share is based on the loss for the KERABERRZBAFEEEE
year of $36,325,000 (2001: $68,288,000) adjusting for the 36,325,000t (20014F : 68,288,0007T) *
dividend for preference shares of $11,237,000 (2001: BRI E11,237,0007C (2001 4 -
$11,221,000) and 391,889,263 ordinary shares (2001: 11,221,0007t) K& A2 #17391,889,263
391,889,263 ordinary shares) in issue during the year. %A% (20014F © 391,889,263/ i@
fR) ETE -
(b) Diluted loss per share (b) BREEEE
Diluted loss per share is not shown as all the potential ordinary HRFTA BT EAR BE S B RRER
shares (i.e. the employee share options and redeemable preference AIREEIE SR ISR - M2
shares) are anti-dilutive. BREEES -
11. CHANGE IN ACCOUNTING POLICIES 1. TR ERT
The effects of the adoption of the applicable new Statements of ERMBASHMASR/MG 2 BRTE
Standard Accounting Practice (“SSAP”) issued by the HKSA on STESER (S5 ERER]) SASEZE
the results and financial position of the Group are as follows: BRI BB 2 BT
SSAP 30 “Business combinations” and SSAP 31 “Impairment of ST EBERE305% (XK RestE
assets” TEXERIZE315% [& = RE]
In prior years, capital reserve or goodwill arising on consolidation, RAEFE - e RERMEENER
representing the excess or deficit of the cost of investments in FREEE (BB AT R E A a2 & E
subsidiaries and associates over the appropriate share of the fair B SRR H B R P 5 B AU EE B BRR B
value of the net tangible assets at the date of acquisition, was WEERNTFEZERE) IRNEE 2 FEE
taken to reserves in the year in which it arose. On disposal, the AFHERE - M EFEMS @ EatE D
attributable amount of capital reserve or goodwill is included in EEENBNEER - S5 ARBGEE
calculating the profit or loss on disposal. RESREEEA -



For the year ended 28 February 2002

(Expressed in Hong Kong dollars)

11. CHANGE IN ACCOUNTING POLICIES
(Continued)

With effect from 1 March 2001, with the introduction of SSAP
30 “Business combinations” issued by the HKSA, the Group
adopted an accounting policy as set out in note 1(e). The Group
has taken advantage of the transitional provisions set out in
paragraph 88 of SSAP 30 which do not require restatement of
goodwill or negative goodwill taken to reserve prior to 1 March
2001.

With effect from 1 March 2001, with the introduction of SSAP
31 “Impairment of assets” issued by the HKSA, the Group
adopted an accounting policy as set out in note 1(j). The
directors have reviewed the balance of goodwill taken to reserve
prior to 1 March 2000 and consider that there was an
impairment loss of $24,721,000. Accordingly, the respective
accumulated losses at 1 March 2000 and 1 March 2001 were
restated and increased by $24,721,000 representing an
impairment loss on goodwill written off to the prior year's
consolidated profit and loss account.

12. SEGMENT REPORTING

Segment information is presented in respect of the Group’s
geographical segments. Information relating to geographical
segments based on the location of assets is chosen because this
is more relevant to the Group in making operating and financial
decisions. No business segments analysis of the Group is
presented as all the Group's turnover and trading result are
generated from the manufacture, sale and marketing of jewellery
products.
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For the year ended 28 February 2002

BF 5 ¥R AR M A

(Expressed in Hong Kong dollars)

12. SEGMENT REPORTING (Continued)

HZE2002F2 B28H IEFE

(LETTST)

12. 3 EBERE (&

PRC (including Hong Kong) Others Inter-segment elimination Consolidated
hE(BEEE) i SBRERKE ReHE
2002 2001 2002 2001 2002 2001 2002 2001
$000 $000 $000 $000 $000 $000 $000 $'000
i i Fr Fr i T i T
Revenue from external customers  RESNAZPAMA 856,700 1060154 126830 117371 - - 983530 1177525
Inter-segment revenue REEMABHRA 8,519 9,125 - 5,428 (8519)  (14553) - -
Other revenue from RENFEPH
external customers A 20,877 26,769 2,556 1,989 - - 23,433 28,758
Total &% 886,09  1,09,048 129,386 124,788 (8,519) (14553) 1,006,963 1,206,283
Segment results APEERF (9,629) 69,014 550 (2,843) (9079) 66,171
Finance costs HHER (19637)  (333%3)
Cost of financial restructuring URERER (13522)  (26,660)
Gainf{oss) on disposal and HEREMNE
revaluation of properties Bil/ (i) 6,226 (38,862)
Gain on disposal of associate HERE R TR 2,194 -
Impairment loss on ERRANGEER
investments in securities (629) (4.946)
Share of net (losses)/profits A NG
of associates (E8) /&7 @) 78
Taxation #E (1,592) (5330)
Minoriy interests DERR RS (284)  (26,090)
Loss for the year rEEEE (36,325)  (68,288)
Depreciation for the year REEHE 14412 18,433 2,060 2213
Impairment loss for the year REEHEER 146 3492 - -
Significant non-cash expenses  ABERE XM
(other than depreciation) (ERN 17,149 88,586 1,660 6,320
Seqment assets AHEE 698,116 762,698 58,371 86,05  (143,118)  (151645) 613369 697,10
Interest in associates BEDARER 1 4,155 - - - - 1 4,155
Total assets BEAE 613,370 701,264
Segment liabilities AHEE 250,165 188,527 160,292 190,529 (143,118)  (151,645) 267,339 22741
Unallocated liabilities AARAE 281,65 352,682
Total liablites BEEE 548992 580,093
Capital expenditure incurred EERESE
during the year HEXRR 4,850 15,675 2,304 180
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Notes on the Financial Statements e

For the year ended 28 February 2002 HE2002F2 5280 IFFE
(Expressed in Hong Kong dollars) (LAETTZT)
13. FIXED ASSETS 13.BIEEE
(a) The Group (a) &AKHE
Furniture,
landand fixtures and Plant and Motor Investment
buildings ~ equipment machinery vehicles Sub-total properties Total
THR 1188 BER
BEW BRES fa AE it RENR #n
5000 5000 5000 $'000 $'000 $'000 $'000
T T Tr Tr Tr Tr T
Cost or valuation: BEEHE:
At 1 March 2001 R2001%3R 18 43,984 156,263 19,198 4,822 224,267 565 224,832
Exchange adjustments ERAR - (1,225) (92) 1 (1316) - (1316)
Additions 2E = 5805 615 734 7,154 = 7,154
Disposals il = (15,716) (1,025) (225) (16,966) - (16,966 )
Surplus on revaluation EfHRR 1972 - - - 1,972 (10) 1,962
At 28 February 2002 R2002£2A 28R 45,956 145127 18,696 5332 215,111 555 215,666
Representing: fi&:
Cost HA = 145127 18,696 5332 169,155 - 169,155
Valuation - 2002 i — 20005 45,956 - - - 45956 555 46,511
45,956 145,127 18,696 5332 215,111 555 215,666
Aggregate depreciation:  $ B # :
At 1 March 2001 R2001%3R 18 = 123,095 15,768 4131 142,99 - 142,994
Exchange adjustments EiAE - (960) (67) 1 (1,026) - (1,026)
Charge for the year AEEHE 1,005 13,629 1233 605 16,472 = 16,472
Written back on disposal ~ HEBEE - (14,824) (1,025) (225) (16,074) - (16,074)
Written back on revaluation & &R (1,005) - - - (1,005) - (1,005)
At 28 February 2002 R2002£2A 28R - 120,940 15,909 4512 141,361 - 141,361
Net book value: BE#E:
At 28 February 2002 R 2002627 28R 45,956 24187 2,787 820 73,750 555 74,305
At 28 February 2001 R 2001£2A 28R 43,984 33,168 3430 691 81,273 565 81,838
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
13. FIXED ASSETS (Continued)

(b) The Company

HZE2002F2 B28H IEFE

(WBTTIIT)
13.BIEEE »

(b) &AAF

Furniture,

fixtures and

equipment
=il KB
)33 ]
$°000
T
Cost: BRE :

At 1 March 2001 and at 28 February 2002 % 2001438 18 &7 20024 2 A 28 A 207

Aggregate depreciation: HEEN :
At 1 March 2001 2001 3R 1H 193
Charge for the year KEEFE 11
At 28 February 2002 200242 H 28H 204

Net book value:
At 28 February 2002

At 28 February 2001

REPE :
1200242 A 28H

7200142 A 28H

(c) The analysis of net book value of properties is as follows:

() MEREFENSTANT

The Group
.34
2002 2001
$°000 $°000
T Fir
In Hong Kong B
— Long leases —-RHHEE 2,882 2,860
— Medium-term leases —FhHEE 43,629 41,689
46,511 44,549




For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
13. FIXED ASSETS (Continued)

(d) Investment properties of the Group were revalued at 28

(e)

February 2002 by an independent firm of surveyors, Chung,
Chan & Associates who have among their staff Fellows of
the Royal Institution of Chartered Surveyors, on an open
market value basis. The revaluation deficit of $10,000 has
been charged to the profit and loss account. The carrying
value of these investment properties at 28 February 2002 is
$555,000.

The Group’s land and buildings held for own use were also
revalued at 28 February 2002 by an independent firm of
surveyors, Chung, Chan & Associates, on an open market
value basis. The revaluation surplus of $2,977,000 has been
credited to the profit and loss account to the extent of the
deficit on revaluation of $2,491,000 had previously been
charged to the profit and loss account. The remaining
surplus of $486,000 has been transferred to the land and
buildings revaluation reserve of the Group (note 25).

The carrying amount of the land and buildings held for own
use of the Group at 28 February 2002 would have been
$64,587,000 (2001: $66,009,000) had they been carried at
cost less accumulated depreciation.

14.INTEREST IN SUBSIDIARIES

Notes on the Financial Statements e

HZE200262F28H IEFE
(ABTTER)
13.BIEEE »

(d) REBHIREWEDR200242 A28

(e)

B4 @RI E R0 T — BT (B3
HEIRERFIAZMBSERE
B)ETER - AERMITRUARM
BAEEEITER © A210,0007TH
BMEBEBEERTRIIZ - WEREY)
¥M2002%2 A28 BNEMER
555,0007T °

NEEFHEE AN T REED D
200242 A28 H4E AR EAMTT
— BETUARMERELETSE
& - B#02,977,000tHEM A - H
2,491,000 EBABRKRTHE (B
RERAAEEHEEERERIIZA
S8 - T HARR486,000 T B8R
FIARKE R T RS S b A (
5£25) °

RANZN SR B 5 1E B R A 3 KR EEY)
RRKANFEEZTERAR » BlE
b 4t [ SR 2002 662 A28 H Y
PR & %8 /E 564,587,0007T (2001
4 : 66,009,0007T) °

14. B2 FED

2002 2001

$’000 $°000

FiT Fr

Unlisted shares, at cost JEEMRRD - TEKA 708,072 708,072
Amounts due from subsidiaries JiE L Ff /BB 2 &) BR 3R 182,224 228,375
890,296 936,447
Less: Impairment loss Ve RN SEi (786,510) (786,510)
103,786 149,937

The following list contains only the particulars of subsidiaries

which principally affected the results, assets or liabilities of the

Group. The class of shares held is ordinary unless otherwise
stated.

TRAFIEARENEE EEXAE
BEAXENONBLRRFE - BEEEHA

E5

PRs A BB (0 19 A B A A o

Bt %5 ¥R R MY R
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
14. INTEREST IN SUBSIDIARIES (Continued)

HZE2002F2 B28H IEFE
(LB or)
14.BBARER &)

Proportion of
ownership interest

Place of  Particulars FRERERLE
incorporation of issued Group’s held
and and paid effective by the held by Principal
Name of company operation up capital interest Company subsidiary activity
BRTTR
o M AR 3L B BMEERF FERER HELF B i B
R EEWE HiE Rz B8 LFFER TEXY
Fortune Tenet Hong Kong $20 100% = 100% Property
Company BB investment
Limited MERE
EHRRABRAF
Foyer Investment Hong Kong $10,000 100% - 100% Property
Limited BB holding and
EREEERAA investment
REME
kg &
Ho Loong Jewellery Hong Kong/ $2 100% - 100% Jewellery
Casting Company PRC retailing
Limited =&/ P HE KEZTE
MERERE
BRAA
Impromptus Asia Hong Kong $10,000 70% - 70% Goldsmith
Pacific Limited BB and jewellery
trading
B R
REEH
Infinite Assets British Virgin $202,000 77.5% - 77.5% Investment
Corp. Islands holding
(“BVI") REZEK
EEEXEHS
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(Expressed in Hong Kong dollars)
14.INTEREST IN SUBSIDIARIES (Continued)

Notes on the Financial Statements

HZE200262F28H IEFE
(ABTTER)
14.MBLFER &)

Proportion of

ownership interest

Bt %5 ¥R R MY R

Place of  Particulars FRrEEEGIL %
incorporation of issued Group'’s held
and and paid effective by the held by Principal
Name of company operation up capital interest Company subsidiary activity
EBTR
& M B 3 B BMERF FEEM HE LT e Bt B
R BEMmE HiE s 8 OLFEfR TERG
Queen Busy Hong Kong $2 100% - 100% Property
Limited BB holding
ESR=R7/ES
Tse Sui Luen BVI US$5,000 77.5% - 77.5% Investment
Investment RBEXES holding
(China) Limited REER
I B E ()
BRAT
Tse Sui Luen Hong Kong $34,000 100% - 100% Jewellery
Jewellery BB manufacturing,
Company Limited trading and
#it i B IRE B R A Al retailing
RERE -
Tse Sui Luen Hong Kong/  $3,000,000 100% = 100% Jewellery
Jewellery Malaysia retailing
(Malaysia) Limited &8/ KEES
IR E (FRMEER) SR
BRAA
Tse Sui Luen Western US$1 77.5% - 77.5% Jewellery
Jewellery Trading Samoa/PRC trading
& Distribution PHRERE D KEES
Limited H
HInBIABERE X
DEERRA]
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
14. INTEREST IN SUBSIDIARIES (Continued)

HZE2002F2 B28H IEFE
(LB or)
14.BBARER &)

Proportion of
ownership interest

Place of  Particulars FrERESLE
incorporation of issued held
and and paid effective by the held by Principal
Name of company operation up capital Company subsidiary activity
BERITR
o M B 3L B MERF TEEB HELTE & Bt R

R BEE Hi5 42§ #E OLFER ETERY
TSL Investment BVI $1,000 100% - Investment
(B.V.I.) Limited REBRLHS holding
"B ERK
TSL Properties Hong Kong $1,000 - 100% Property
Management BB holding and
Limited investment
o o B ) 3 B IR REWE
BIRAA] k&
Winter Pine Co. Hong Kong $2 - 100% Property
Limited BB investment
ZMBR A A MERE

15.INTEREST IN ASSOCIATES 15.BEATER

The Group
F5EE

2002 2001
$'000 $'000
FIT T
Share of net assets EIEEEFE 1 330
Amount due from associate JE W B & 1 ) BR 3R - 3,825
1 4,155
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For the year ended 28 February 2002 HE2002F2 5280 IFFE

(Expressed in Hong Kong dollars) (LAETTZT)

15.INTEREST IN ASSOCIATES (Continued) 15.BEATER

The particulars of the Group’s associate as at 28 February 2002, 72002472 A281 - AEEEHE QR (BIE
which is an unlisted corporate entity, are as follows: ETEART) BIEHERT ¢

Proportion of
ownership interest

FrARERLLE
Form of Place of Group’s
business incorporation effective held by Principal
Name of associate structure and operation interest subsidiary activity
fERMER i M B 5L FEED BB
BREAFRRE "X RiBEHE ERES oFES FERY
Grand Advance Incorporated Hong Kong 50% 50% Property
Investments EE A A BB development
Limited MEER
HERBRERR QA
The Group disposed of its entire interest in an associate, REERAFEANSH —FEHEAT—N
Dynamic King International Limited, during the year. SRR BRA R A #E °
16. OTHER FINANCIAL ASSET 16. Rt AR E
The Group
&
2002 2001
$'000 $'000
FT Fr
Investment security, at cost less provision BHEE B REE
— Membership and seat in the —SREZH%
Chinese Gold and Silver S REM
Exchange Society 500 500
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For the year ended 28 February 2002 HZE200292 A28HIEFE
(Expressed in Hong Kong dollars) (LTI
17. PROPERTIES HELD FOR SALE 17.F5EM%E
The Group
KM
$'000
Fir
At 1 March 2001 R2001FE3/81H 60,612
Disposals & (36,050)
Impairment loss WEEE (146)
At 28 February 2002 7200252 H 28H 24,416

(a) The analysis of the net book value of properties held for sale

(a) FEWMERKREFHENIFTAT

is as follows:
The Group
*EH
2002 2001
$°000 $'000
FiTt Fr
In Hong Kong EEB

— Medium-term leases — R EHEE 20,521 56,717

Other parts of the PRC e B E h3th 75
— Long leases —REHEE 1,810 1,810
— Medium-term leases — R EHEE 2,085 2,085
24,416 60,612

(b) Impairment loss on properties held for sale is made by

reference to the valuation of the properties carried out by

Chung, Chan & Associates as at 28 February 2002 on an

open market value basis.

(c) The Group leases out properties held for sale under

operating leases. The leases typically run for an initial period

of one to two years, with an option to renew the lease after

that date at which time all terms are renegotiated. Lease

payments are usually increased annually to reflect market

rentals.

HEMEZREBRDNIZ2ELHEE
17200242 A28 H A ARMH AX
EFAYE 2 HEMEL -

(b)

() REEUKEHEMEGFEYE &
UHE-—ROLSH—FEMF - A
BERESEIMARER BN
BRI EHAE - HEMNKER
BERFRE  URMHSHES -



For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
17.PROPERTIES HELD FOR SALE (Continued)

The gross carrying amounts of properties held for sale of the
Group held for use in operating leases were $13,528,000
(2001: $15,088,000) and the related impairment loss were
$786,000 (2001: $824,000).

The Group's total future minimum lease payments under
non-cancellable operating leases are receivable as follows:

Notes on the Financial Statements

HZE200262F28H IEFE
(ABTTER)
17.FE0DE =

o BFEERARME

AEBEREREHENTEMENIR

E#%/413,528,0007T (20014 :
15,088,0007T) ' A BRIREEES
786,0007T (20014F : 824,0007T) °

AEBERBTIAMELEHEERER
BEMNHSEHE M RERAEMT

2002 2001
$°000 $°000
FiT Frr
Within 1 year 1E R 240 904
After 1 year but within 5 years 1% B5F N 48 =
288 904
18.INVESTMENTS IN SECURITIES 18. BHI|_E
The Group
&
2002 2001
$000 $'000
FT Fr
Trading securities -84
Listed equity securities in Hong Kong RS EMHRAES 13 13
Unlisted equity securities outside Hong Kong £ & /& 5 40 JE L T A9 AR 78 55 3 1,051 1,680
1,064 1,693
Market value of listed
securities in Hong Kong EEBLELMNESME 13 13
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For the year ended 28 February 2002 HZE200292 A28HIEFE
(Expressed in Hong Kong dollars) (LTI
19.INVENTORIES 19.58
The Group
&M
2002 2001
$000 $'000
Fit Frr
Raw materials JR 1 # 35,733 41,089
Work in progress E8 M 32,669 15,311
Finished goods K 272,351 275,751
340,753 332,151

Included in raw materials and finished goods are inventories of
$8,340,000 (2001: $3,622,000) and $142,445,000 (2001:
$206,894,000) respectively, stated net of a general provision
made in order to state those inventories at the lower of their
cost and estimated net realisable value.

20. TRADE AND OTHER RECEIVABLES

Included in trade and other receivables are debtors (net of
provisions for bad and doubtful debts) with the following ageing

FEA R B G 9 B B IR B Ik — R
#I13 &8,340,0007T (20014F : 3,622,000
T)®%142,445,0007L (2001 4 :
206,894,0007T) * PASKIRRCA Sk (b5t Al £
FFEREFHRESBEIRELTFE -

20. & U AR %k B H fth P U 3R

B FETA M B R B L At B KUK P Y B M B
K (EMERRERER) OREOITAT

analysis:
The Group
5%

2002 2001
$°000 $'000
Fit Fir
0 to 30 days 02 30K 38,778 25,398
31 to 60 days 31 XZE60K 17,662 46,660
61 to 90 days 61X ZE90K 12,638 35,373
Over 90 days AR 23,141 17,096
Total debtors JE U BR SR 48 KR 92,219 124,527

Other receivables, deposits H b B UK
and prepayments Ze RIBAR 27,609 48,053
119,828 172,580

Apart from retail customers, the Group allows an average credit
period of 75 days to other customers.

BREEBEFI AEBGL THMOBERTY
75 RHERER A ©



For the year ended 28 February 2002
(Expressed in Hong Kong dollars)

21.

(a)

BANK LOANS AND OVERDRAFTS

Pursuant to the Restructuring Agreement referred to in note
1(b)(i), the Group agreed to a repayment schedule to reduce
its bank borrowings as set out below. The majority
participating lenders may give 14 days’ notice to terminate
the Restructuring Agreement and accordingly, the bank
borrowings as at 28 February 2002 are classified as current
liabilities.

Under the terms of the Restructuring Agreement, in
addition to the payment of proceeds arising from the
disposal of non-core assets to reduce its bank borrowings,
the Group is required to make minimum fixed repayments
of $24 million on an annual basis. At 28 February 2002, the
Group had bank loans of $278 million governed by the
Restructuring Agreement. The repayment schedule set out
below is prepared on the assumption that all non-core
assets will be disposed of within one year and that the
restructuring period will last for five years and three months
from its commencement date.

Bt %5 ¥R R MY R

Notes on the Financial Statements e

HZE200262F28H IEFE
(ABTTER)
21. BITERMREX

(a) RIRMIFEND)()ETE R EAB ek - AN
EREE Tl A IRITEREE PR
RIRITER - REDEEATEL 14
RBAmMAR LB AR - Bt - R
200242 A28 AMIRITE I AR E
af&-

EEEBREOERT  REKLEEE
BROEBEMBZWARERKERITE
O AEBBERIEEE
24,000,0007T ° 7200242 A28H -
AEEZSABZEBENRITERE
$£278,000,0007T ° A Rt 2 BB %
PTRERAFZLEER —FA
SR EAHMAR AR HFRF
T=[EAL -

(b) At 28 February 2002, the bank loans and overdrafts were (b) 7A2002%2A828H @ BITERKRES
analysed as follows: BRI
The Group
&
2002 2001
$°000 $'000
FT Fr
Secured bank overdrafts BEMIBITEX 3,938 4,135
Secured bank loans (see note (a) above) BHRFRITER (25 LAk z=E () 277,715 348,547
281,653 352,682
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For the year ended 28 February 2002
(Expressed in Hong Kong dollars)

21.BANK LOANS AND OVERDRAFTS (Continued)

HZE2002F2 B28H IEFE

(LETTST)

21. BTERREX &

The Group
KM

2002 2001
$°000 $7000
FIiT Fir
Within 1 year or on demand 145 A Sk 12 1 3B 0 55,639 110,682
After 1 year but within 2 years 1% E2F R 24,000 24,000
After 2 years but within 5 years 2F & B5F A 202,014 68,000
After 5 years 5 1% - 150,000
281,653 352,682

22. TRADE AND OTHER PAYABLES

Included in trade and other payables are creditors with the

following ageing analysis:

22. FE AR B H At FE £ 3%

BN RRR R E S SR A E FE I BR
HREBRER AT T -

The Group
* &

2002 2001
$°000 $'000
Fit Fr
0 to 30 days 0ZE 30K 33,827 27,212
31 to 60 days 31 XZE60K 20,641 14,741
61 to 90 days 61X 290K 30,550 29,518
Over 90 days AR 58,301 32,396
Total creditors JE AT BR SR A8 KR 143,319 103,867
Other payables and accruals HiwENREFER 75,835 72,524
219,154 176,391

23. AMOUNTS DUE TO MINORITY

SHAREHOLDERS

The amounts are unsecured, interest free and are not expected
to be settled within one year except an amount of $1,497,000

(2001: $nil) which bears interest at Hong Kong Prime Rate.

23. BT D BERREA

¥:1,497,0007C (20014F : 4E) R AFERE
BRRFFEF S - WROHBAEIEE - &

BRFEMIER —FRER -
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For the year ended 28 February 2002 HE2002F2 5280 IFFE
(Expressed in Hong Kong dollars) (LAETTZT)
24. SHARE CAPITAL 24. & X
2002 2001
No. of No. of
shares shares
(“000) $°000 (“000) $°000
Kiz®H v d=
el 3 Fi FH Fr
Authorised: ZERZE :
Ordinary shares of BARMEEO0.257T
$0.25 each T IR 1,080,000 270,000 1,080,000 270,000
6.5% convertible 6.5% ML ZHER
non-voting redeemable Al H KRB R 2
preference shares of EFRmEE1,000% T
US$1,000 each 12 5 ik 22 171,916 22 171,916
441,916 441,916
Issued and fully paid: ERBITRBERZE :
Ordinary shares TiRR 391,889 97,972 391,889 97,972
6.5% convertible 6.5% EHR T
non-voting redeemable OB
preference shares HE [ 2 B e R 22 171,916 22 171,916
269,888 269,888

The preference shares are entitled to cumulative dividend and
rank in priority to the ordinary shares in the Company as to
dividends and return of capital. The preference shares are
convertible into ordinary shares of the Company at any time
after the second anniversary of 28 February 1998 (“the Issue
Date”) up to the fourth anniversary of the Issue Date, and the
number of the Company’s ordinary shares to be allotted and
issued to the holders upon full conversion will be equal to the
principal amount of the preference shares divided by the initial
conversion price of $2.25, subject to adjustment. All the
preference shares in issue on the maturity date, the fourth
anniversary of the Issue Date, will be redeemed by the Company.
On 17 June 2002, the Group has entered into conditional
agreements with the preference shareholder for the redemption
of preference shares (see note 30).

BERZAEZERE - MBHRARAE
ZERBBRMME - BERERERERAR
Bl EE R ZEBERE - BARITEH
1THEN199842 A28H ([T HHEA) £ —
BEREZEITHFBMNBEF 2 EAERE
A ARAAR 2 ERRRG - MREH
RMERERERBEITTRBAZARRE
AN E B BEERASE R AL RER
VAHI0 5382 25T (7] T ) & AT 8K
B - FTEEETELERENEER - 18
BITHBEFEAFHAREED © 522002
F6A17H  AEBEEBERZFHEAMRE
%8 FE [0 B S AR AR A 161 e (2B M =
30) °
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For the year ended 28 February 2002 HZE200292 A28HIEFE
(Expressed in Hong Kong dollars) (LTI
24. SHARE CAPITAL (Continued) 24.Bg & (&
At 28 February 2002, the outstanding options of the Company 7200242 H28H  mARTT{EAIRRELN
were: =
Number

Date of Period during which Exercise of options outstanding
option granted options exercisable price MERTEHREENA
ETFRRERLM A 17 {8 52 A% 4 HA RO TEESE 2002 2001
21 July 1997 21 January 1998 $2.79 4,305,000 4,305,000
199746 7H21H to 21 July 2002

1998F 1 H21H =

200246 7AH21H

15 September 1999 15 March 2000 $0.25 26,590,000 26,590,000

199949 H 15H

to 19 August 2003
200038 15H 2
20034 8H 19H
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For the year ended 28 February 2002 HE2002F2 5280 IFFE
(Expressed in Hong Kong dollars) (LAETTZT)
25. RESERVES 25. & fm
(a) The Group (a) Z%£5
Land and
buildings
revaluation Capital
reserve redemption

Share Special Capital T#R  Exchange reserve Accumulated
premium reserve reserve BEH reserve  #HAKE losses Total
KRR RAGE REREE  EAEE  EXGH B RHER 48
T T T T T T T T
$000 $'000 $000 $000 $'000 $000 $'000 $000

At 1 March 2000 R2000£3A 18
- as previously reported - LEERE 86,037 336,362 73,408 41,803 (9,156) 13,119 (604,072) (62,499)
— prior period adjustment (note 11) — BTE3:3% (Hz11) - = 1721 = - = (24721) =
- a5 restated - EER 86,037 336,362 98,129 41,803 (9,156) 13,119 (628,793) (62,499)
Goodwill realised on liquidation ~ HEAFAFEMER

of a subsidiary HEE - - 12 - - - - 12
Deficit on revaluation of land THREEN

and buildings EfEE - = = (19322) - - - (19322)
Exchange differences on translation % E i B2 &

of financial statements HBRED

of subsidiaries EREE - - - - 4,704 - - 4,704
Loss for the year AEEER - - - - - - (68,288)  (68.288)
Dividends (note 9) &8 (k9 - - - = - - (2 (11,21)

20015

At 28 February 2001 2R 28H 86,037 336,362 98,141 22,481 (4.452) 13,119 (708,302)  (156,614)
At 1 March 2001 R2001£3A18
- as previously reported - LEERE 86,037 336,362 73,420 22,481 (4.452) 13,119 (683,581)  (156,614)
— prior period adjustment (note 11) — BVE3:3% (Hz11) - = 21721 = - - (4 =
- a5 restated - EER 86,037 336,362 98,141 22,481 (4.452) 13,119 (708,302)  (156,614)
Surplus on revaluation of THREEYN

land and buildings SR - - - 436 - - - 486
Exchange differences on translation #E K EA A

of finandial statements of HHREN

subsidiaries ERZR - - - - (3303) - - (3,303)
Loss for the year AEEER - - - - - - (36325)  (36,325)
Dividends (note 9) R & (B9) = - - - = - M3y (ma)

20026

At 28 February 2002 2R 28R 86,037 336,362 98,141 22,967 (7,755) 13,119 (755,864)  (206,993)
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
25. RESERVES (Continued)

(a) The Group (Continued)

Accumulated losses of the Group can be analysed as follows:

HZE2002F2 B28H IEFE
(LB or)
25. | @

(a) *&H(#E)
AEBZ REEEIFMT

2002 2001
$°000 $7000
Fir Fr
Company and its subsidiaries KRR REKEA A (754,170) (706,937)
Associates /N (1,694) (1,365)

(i) The special reserve of the Group arose from the difference
between the nominal amount of the share capital and share
premium of the subsidiaries at the date on which they were
acquired by the Group and the nominal amount of the
ordinary share capital issued as consideration for the
acquisition.

(i) The capital reserve, land and buildings revaluation reserve
and exchange reserve have been set up and will be dealt
with in accordance with the accounting policies adopted for
business combination, revaluation of land and buildings and
foreign currency translation (note 1).

(755,864) (708,302)

() AKBEZHRIFEILIEESHEAR
RAKEYEE A 2 RAEERBEA
i B EE AU BN E 2 B TRAE(E
ZER -

(i) BARREE  THREEDEHFHEER
[ERREEOERY - WEREMER
Bt Eff L REEY RINESRE
PR R & SR (PRE1) R IR I L
=
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For the year ended 28 February 2002 HE2002F2 5280 IFFE
(Expressed in Hong Kong dollars) (LAETTZT)
25. RESERVES (Continued) 25.f#f® @
(b) The Company (b) &4 7]
Capital
Share  Contributed redemption Accumulated
premium surplus reserve losses Total
BXRE
BiRR Edan -1 RitEHR #a
$°000 $°000 $000 $°000 $000
i i i T I
At 1 March 2000 2000634 18 86,037 532,336 13,119 (614,681) 16,811
Loss for the year AEEBAE - = = (162,204) (162,204)
Dividends (note 9) RS (Kfzt9) - - - (11,221) (11,221)
At 28 February 2001 7200142 A 28R 86,037 532,336 13,119 (788,106) (156,614)
At 1 March 2001 2001463818 86,037 532,336 13,119 (788,106) (156,614)
Loss for the year AEEERE - - = (47,563) (47,563)
Dividends (note 9) B8 (K79) = - - (11,237) (11,237)
At 28 February 2002 1200242 A 28H 86,037 532,336 13,119 (846,906) (215,414)

(i)

The contributed surplus of the Company arose from the
difference between the consolidated net assets of the
Group’s subsidiaries acquired pursuant to a group
reorganisation at the date on which the reorganisation
became effective, and the nominal amount of the Company’s
ordinary shares issued under the reorganisation.

Under the Companies Act 1981 of Bermuda (as amended),
the contributed surplus account of the Company is available
for distribution.

However, the Company cannot declare or pay a dividend or
make a distribution out of contributed surplus if:

it is, or would after the payment be, unable to pay its
liabilities as they become due; or

the realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital and
share premium accounts.

(i

AARZERBBRTIELBRENE
AAREHEEM AR EEREARK
BRZGREEFBEANEERITZ
RRRIRMD 2 BREEZERE °

BRIEEFRE1981FE R TNA BT -
KRR ZEBEBIEA DR TR ©

BETIERT - KRR TEERES
BREMBIRE - D REHR
%

EENREE  ARRTREENER
NZBHEE 3K

AARBEMAZRBEERMERS
TIThD ~ BRODEE R BEZ AN -

Bt %5 ¥R R MY R
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
25. RESERVES (Continued)

(b) The Company (Continued)

HZE2002F2 B28H IEFE

(LBITBT)
25. i ()

(b) Eia(#E)
M200242 A28H » WA DR T2

(i) The aggregate amount of reserves available for distribution (ii)

to shareholders of the Company at 28 February 2002 was

$nil (2001: $nil).

26.NOTES TO THE CONSOLIDATED CASH

FLOW STATEMENT

(a) Reconciliation of operating (loss)/profit to net cash

inflow from operating activities

N FRLER 2 4 (20014F : f®) o

26. RN B RN

) BRI

(a) BREXKES A FHEADZE

2002 2001
$000 $'000
FIiT Fir
Operating (loss)/profit K (B8 B (9,079) 66,171
Interest income FLEM A (819) (2,382)
Cost of financial restructuring B EHRER (13,522) (26,660)
Impairment loss on properties held for sale HFEWMEREER 146 3,492
Loss on sale of fixed assets HEBEEERIE 631 3,056
Loss on write off of fixed assets 1 85 B 7 & E & 1R - 1,090
Depreciation e 16,472 20,646
Loss on sale of properties held for sale LEFEMEERE - 571
Loss on liquidation of a subsidiary LINEENGIN=R:Y oF i - 12
Amortisation of deferred expenditure iR IE 7 2 8 - 19
(Increase)/decrease in inventories FEOEmn R (8,602) 27,943
Decrease/(increase) in trade and JFE W BR SR K H b FE
other receivables Wesork 4> (38 hn) 52,752 (27,887)
Increase/(decrease) in trade and JE 51 B 0 R L A B A5 3R
other payables #an, CRd) 41,188 (940)
Decrease in amounts due to minority FES L SRR R R IE
shareholders N (4,275) (3,675)
Exchange adjustment ME 5 A (2,836) 9,605
Net cash inflow from operating activities RERBE &R AT 72,056 71,061
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For the year ended 28 February 2002 HE2002F2 5280 IFFE
(Expressed in Hong Kong dollars) (LAETTZT)
26.NOTES TO THE CONSOLIDATED CASH 26.iFERERERME @
FLOW STATEMENT (Continued)
(b) Analysis of changes in financing (b) HEZBHTH
Amounts
due to
minority Bank Gold
shareholders loans loans
FE 8
BERZRE HMITHER HEHER
$°000 $°000 $°000
For For For
At 1 March 2000 200038 1H 21,858 381,634 7,337
Cash flows from financing MERERE (490) (32,812) (7,337)
Effect of foreign exchange rates AN TE R 1) 2 2 = (275) =
At 28 February 2001 MR 20012 A 28H 21,368 348,547 -
At 1 March 2001 MR2001F3/1H 21,368 348,547 -
Cash flows from financing BmERERE (10,244) (70,768) =
Effect of foreign exchange rates SIS B R ) 52 & (17) (64) =
At 28 February 2002 72002492 A 28H 11,107 277,715 =
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For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
27. COMMITMENTS

At 28 February 2002, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

HZE2002F2 B28H IEFE
(AETTIR)
27. %Kiz

72200242 A28 + RIET Al AFFR AVAE &
HETEREENNSEREMNKEREN
T

The Group The Company
*5KE e 3/

2002 2001 2002 2001

$°000 $°000 $°000 $7000

FIiT T FIT T

Within 1 year 15K 48,113 46,661 4,680 1,560
After 1 year but within 15818

5 years 5F K 65,037 43,806 6,240 =

After 5 years 518 20 32 - =

113,170 90,499 10,920 1,560

The Group leases a number of properties under operating leases.
The leases typically run for an initial period of one to four years,
with an option to renew the lease when all terms are
renegotiated. Lease payments are usually increased annually to
reflect market rentals.

28. CONTINGENT LIABILITIES

(@) At 28 February 2002, the Company gave guarantees to
banks in respect of general banking and other credit
facilities extended by banks to certain subsidiaries of the
Company amounting to $279,502,000 (2001: $354,701,000).

(b) At 28 February 2001, the Company gave guarantees to
banks in respect of general banking and other credit
facilities extended to third parties amounting to $35,000,000.
Such guarantees were released by the banks as at
28 February 2002.

AEBNKEHEHAHBIYWE - ELEH
E—RNFBA—ZNF WARREERE
HEHBRED  ERMAGTE A ER
BE - HENFTEREFSRFERE - UK
R SHEE

28. A AR

(@) 7200242 A28R * AAEISEIRITA
TEHAMBR R —RRITREMER
MEFERRTELERSG X
279,502,0007T (20014F : 354,701,000
) °

(b) 7200142 H288 AR AEIFBITH
TE=ZEFRBROIREMEZTRERS
EmRRITIEL RS $£35,000,000
JC ° 1200242 A288 -« iR{TE
R -



For the year ended 28 February 2002

(Expressed in Hong Kong dollars)
29.PLEDGE OF ASSETS

Under the Restructuring Agreement as disclosed in note 1(b)(i),
debentures have been executed during the year ended 28
February 2002 by the Group in favour of its bankers charging, by
way of fixed and floating charges, all of the undertakings,
properties and assets of the Company and 28 of its subsidiaries
as security for, inter alia, all obligations and liabilities, actual or
contingent, from time to time owing by the Group to the
bankers. Rental revenue of the Group is also charged in favour
of the Group’s bankers.

30.POST BALANCE SHEET EVENTS

On 17 June 2002, the Group entered into conditional agreements
with the preference shareholder for the redemption of preference
shares without cash payment. Pursuant to these agreements,
IAC and TSL China agreed to issue 66,521 new ordinary shares
of $1 at par and 1,647 new ordinary shares of US$1 at par
respectively to the preference shareholder in lieu of cash
payment for the redemption of the preference shares (see note
24). The shares allotted to the preference shareholder represent
24% interest in the respective enlarged issued share capital of
IAC and TSL China. The directors envisage that the redemption
of the Company’s preference shares and the subscription of IAC's
and TSL China’s new shares will be completed in August 2002.
Upon the completion of the agreements, the preference
shareholder will release the Company from all obligations and
liabilities whatsoever under or in relation to the preference
shares, including all damages, losses, claims, liabilities accrued or
incurred prior to the completion.

31. COMPARATIVE FIGURES

Certain comparative figures have been adjusted as a result of
changes in accounting policies as set out on note 11 on the

financial statements.
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HZE200262F28H IEFE
(ABTTER)
29. FEEH

IRIRFTEE1(b)()ETill 2 B4R e - AR
200242 A28 HIEFEMEI M EHBE AR
AR RE28HMB AR Z AT %55 W3
REERBERE BB FRITIES
EHR (R eE) MBEAEETRARITZ
ERRIABEREBZERR - ~N5E
Z S WER TR IR T RN B 2 RAT o

30.EHARER

R2002F6 8178 « REBEELR 2 HF
B ABLEE DR G B BB S IR i iE AR A 1K
i o IRIBIL SR - IAC KRB R
ARFRERBERZFAEAD BT
66,521 IR B AR EE 1 JTRUHT T MARFN1,647
REREE 1 ETRFEBAR - R AR
eEOELR (2K E24) - BEEAET
i 2 #58 ARIRRAD SGIAC KR Im i R B 4%
BEABEBITIRA24% HtEzS - EETEH
B (B 2K A 5] 2 B S0 % R R BBIAC K St im i p
B 2 ¥TARE 2002468 ATERK © & TR
2k BERZBEABERBRAARY
BERSEEGSENMBERBNEML - &
R EIER e TEAC BT E A 3B B — 118
=Bk REMEE-

31. LEB BT

HPMERT T MR 11 PRt 2 & RTBOR - AR
SHBEHEFE/EHAE -
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