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GENERAL

The Company is a limited company incorporated in the Cayman
Islands and listed on The Stock Exchange of Hong Kong Limited
("Stock Exchange”).

ADOPTION OF NEW/REVISED STATEMENTS OF
STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted a number of new and
revised Statements of Standard Accounting Practice ("SSAP"s) issued
by the Hong Kong Society of Accountants. The followings are the
SSAPs adopted together with a summary of their major effects where
applicable.

SSAP 9 (Revised) Events after the balance sheet date

SSAP 14 (Revised) Leases

SSAP 26 Segment reporting

SSAP 28 Provisions, contingent liabilities and
contingent assets

SSAP 29 Intangible assets

SSAP 30 Business combinations

SSAP 31 Impairment of assets

SSAP 32 Consolidated financial statements and

accounting for investments in subsidiaries

SSAP 9 (Revised) prescribes the type of events occurring after the
balance sheet date requires adjustment to financial statements, and

those that requires disclosure but no adjustment.

SSAP 14 (Revised) prescribes the basis for accounting for finance
and operating leases, and the required disclosures in respect thereof.
It has made certain amendments to the previous accounting
treatments, however these amendments have not had a material effect
on the amounts previously recorded in the income statement and

balance sheet, therefore no prior year adjustments are required.
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ADOPTION OF NEW/REVISED STATEMENTS OF
STANDARD ACCOUNTING PRACTICE (Continued)

SSAP 26 prescribes the principles to be applied for reporting financial
information by segment, requiring management determines whether
their predominant risks or returns for the business are based on
business segments or geographical segments and to choose one of
these bases as the primary reporting format, with the other as the
secondary reporting format. The principal impact of this SSAP is the
inclusion of additional segment reporting disclosures, which are

included in note 5 to the financial statements.

SSAP 28 prescribes the recognition criteria and measurement basis
to apply to provisions, contingent liabilities and contingent assets,
together with the disclosure requirements. The principal impact of
this SSAP on these financial statements is the requirement to discount
the amounts of provisions to their present value at the balance sheet
date, where the effect of time factor is material. This SSAP does not

have major impact on these financial statements.

SSAP 29 prescribes the recognition and measurement criteria for
intangible assets, together with the disclosure requirements and does

not have major impact on these financial statements.

SSAP 30 prescribes the treatment of business combinations, including
the determination of the date of acquisition and the fair value of the
assets and liabilities acquired, and the treatment of goodwill or
negative goodwill on acquisition. Under this SSAP, goodwill previously
written off to reserves is also subject to impairment review. As a
result, goodwill arising from acquisition of an associate has been

fully written off to income statement.

SSAP 31 prescribes the recognition and measurement criteria for
impairment of assets, together with disclosure requirements and does

not have major impact on these financial statements.

SSAP 32 prescribes the accounting treatment and disclosures in the
preparation and presentation of consolidated financial statements

and does not have major impact on these financial statements.
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PRINCIPAL ACCOUNTING POLICIES

These financial statements have been prepared in accordance with
Statements of Standard Accounting Practice and Interpretations
issued by the Hong Kong Society of Accountants, accounting
principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. A summary
of the principal accounting policies adopted by the Group is set out

below.

Basis of preparation

The measurement basis used in the preparation of the financial
statements is historical cost modified by the revaluation of investment

properties as explained in the accounting policies set out below.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits
will flow to the Group and when the revenue and costs, if applicable,

can be measured reliably and on the following bases:

Sale of goods is recognised on transfer of risk and reward of
ownership, which generally coincides with the time when goods are

delivered and title has been passed.

Rental income under operating leases is recognised in the period in
which the properties are let out and on the straight-line basis over

the lease terms.

Interest income from bank deposits is accrued on a time proportion

basis on the principal outstanding and at the interest rate applicable.

Dividend income from investments is recognised when the Group's

rights to receive payment have been established.

Consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries made up to 31 March each year.
The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as

appropriate.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Consolidation (Continued)

All significant intercompany transactions and balances within the

Group are eliminated on consolidation.

The gain or loss on the disposal of subsidiary represents the difference
between the proceeds of the sale and the Group's share of its net
assets together with any unamortised goodwill/negative goodwill or
goodwill/negative goodwill taken to reserves which was not previously

charged or recognised in the consolidated income statement.

Minority interests represent the interests of outside shareholders in

the operating results and net assets of subsidiaries.

Goodwill/negative goodwill

Goodwill represents the excess of the cost of an acquisition over the
fair value of the Group's share of the net assets of the acquired

subsidiary or associate at the date of acquisition.

In accordance with SSAP 30, goodwill on acquisitions occurring on
or after 1 April 2001 is included in intangible assets and is amortised
over its estimated useful life. Where an indication of impairment
exists, the carrying amount of goodwill is assessed and written down

immediately to its recoverable amount.

Goodwill on acquisitions that occurred prior to 1 April 2001 was
written off against reserves. The Group has taken advantage of the
transitional provision 1(a) in SSAP 30 and has not retrospectively
capitalised and amortised goodwill previously written off against

reserves.

Negative goodwill represents the excess of the fair value of the

Group's share of the net assets acquired over the cost of acquisition.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Goodwill/negative goodwill (Continued)

For acquisitions after 1 April 2001, negative goodwill is presented in
the same balance sheet classification as goodwill. To the extent that
negative goodwill relates to expectations of future losses and
expenses that are identified in the Group’s plan for the acquisition
and can be measured reliably, but which do not represent identifiable
liabilities at the date of acquisition, that portion of negative goodwill
is recognised in the income statement when the future losses and
expenses are recognised. Any remaining negative goodwill, not
exceeding the fair values of the non-monetary assets acquired, is
recognised in the income statement over the remaining weighted
average useful life of those assets; negative goodwill in excess of
the fair values of the non-monetary assets is recognised in the income

statement immediately.

The gain or loss on disposal of a subsidiary or an associate includes
the unamortised balance of goodwill relating to the entity disposed
of or, for acquisitions prior to 1 April 2001, the related goodwill
written off against reserves to the extent it has not previously been

realised in the income statement.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated

depreciation and accumulated impairment loss.

The cost of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and
location for its intended use, which include the estimated cost for

dismantling, removing the asset and restoring the site.

Expenditure incurred to replace a separate component of an item of
property, plant and equipment, including major inspection and
overhaul expenditure, is capitalised and accounted for as a
component of the asset. Other subsequent expenditure is capitalised
as an additional cost of the asset only when it can be clearly
demonstrated that the expenditure has resulted in an increase in the
future economic benefits expected to be obtained from the use of

the asset.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Property, plant and equipment (Continued)

The gain or loss arising from the retirement or disposal of property,
plant and equipment is determined as the difference between the
sales proceeds and the carrying amount of the assets and is

recognised as an income or expense in the income statement.

Depreciation is provided to write off the cost of property, plant and
equipment over their estimated useful lives from the date on which
they become fully operational and after taking into account of their
estimated residual values, using the straight-line method, at the

following rates per annum:

Leasehold land
Buildings

Over the unexpired term of lease
2%~-5%

10%-20%

10%-20%

10%-20%

10%-20%

10%-20%

Furniture and fixtures
Office equipment
Plant and machinery
Motor vehicles

Leasehold improvement

Assets held under finance leases are depreciated over their expected
useful lives on the same basis as owned assets or, where shorter, the

terms of the leases.

Assets held for use under operating leases are depreciated over

their expected useful lives on the same basis as owned assets.

Investment properties

Investment properties are interests in land and buildings in respect
of which construction work and development have been completed
and which are intended to be held on a long-term basis for their

investment potential.

Investment properties are stated at their open market values on the
basis of annual professional valuations. Changes in the values of
investment properties are dealt with as movements in the investment
property revaluation reserve. If the total of this reserve is insufficient
to cover a deficit, on a portfolio basis, the excess of the deficit is

charged to the income statement.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Investment properties (Continued)

Upon the disposal of an investment property, the relevant portion of
the investment property revaluation reserve realised in respect of

previous valuations will be credited to the income statement.

No depreciation is provided in respect of investment properties with

an unexpired lease term of over 20 years.

Subsidiaries

A subsidiary is an enterprise, in which the Company, directly or
indirectly, has the power to govern the financial and operating policies
so as to obtain benefits from its activities. Investments in subsidiaries
are stated at cost less impairment loss. The carrying amount of the
investment is reduced to its recoverable amount on an individual

basis.

Associates

An associate is an enterprise, in which the Company has significant
influence and which is neither a subsidiary nor a joint venture of the

Company.

The results of associates are accounted for by the Company on the
basis of dividends received and receivable. In the Company's balance
sheet, investments in associates are stated at cost less impairment
loss. The carrying amount of the investment is reduced to its

recoverable amount on an individual basis.

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. The consolidated income
statement reflects the Group's share of the post-acquisition results
of the associates for the year, including any amortisation of positive

or negative goodwill charged or credited during the year.

Equity accounting is discontinued when the carrying amount of the
investment in an associate reaches zero, unless the Group has incurred

obligations or guaranteed obligations in respect of the associate.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Associates (Continued)

Unrealised profits and losses resulting from transactions between
the Group and its associates are eliminated to the extent of the
Group's interest in the associate, except where unrealised losses
provide evidence of an impairment of the asset transferred, in which

case they are recognised immediately in the income statement.

Impairment loss

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assets to determine whether there is
any indication that those assets have suffered an impairment loss or
impairment loss previously recognised no longer exists or may have
decreased. If any such indication exists, the recoverable amount of
the asset is estimated, based on the higher of its net selling price
and value in use, in order to determine the extent of the impairment
loss. Where it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the smallest group of assets

that generates cash flows independently (i.e. a cash-generating unit).

If the recoverable amount of an asset or a cash-generating unit is
estimated to be less than its carrying amount, the carrying amount
of the asset or cash-generating unit is reduced to its recoverable
amount. Impairment losses are recognised as an expense immediately,
unless the relevant asset is carried at revalued amount, in which case

the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount
of the asset or cash-generating unit is increased to the revised
estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset or
cash-generating unit in prior years. A reversal of an impairment loss
is recognised as income immediately, unless the relevant asset is
carried at a revalued amount, in which case the reversal of the

impairment loss is treated as a revaluation increase.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost, which comprises all costs of purchase and, where applicable,
cost of conversion and other costs that have been incurred in bringing
the inventories to their present location and condition, is calculated
using the first in, first out method. Net realisable value represents
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.

Foreign currencies

Transactions involving foreign currencies are translated at the rates
of exchange ruling at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies at the balance sheet
date are retranslated at the rates of exchange ruling at that date.

Translation differences are included in the income statement.

The results and balance sheet items of foreign enterprises are
translated into Hong Kong dollars at the rates of exchange ruling at
the balance sheet date. The resulting exchange differences are dealt

with as a movement in reserves.

On disposal of a foreign enterprise, the cumulative amount of the
exchange differences which relate to that foreign enterprise is

included in the calculation of the profit or loss on disposal.

Taxation

The charge for taxation is based on the results for the year as adjusted
for items which are non-assessable or disallowed. Timing differences
arise from the recognition for tax purposes of certain items of income
and expense in a different accounting period from that in which they
are recognised in the financial statements. The tax effect of timing
differences, computed using the liability method, is recognised as
deferred taxation in the financial statements to the extent that it is
probable that a liability or asset will crystallise in the foreseeable
future. A deferred tax asset is not recognised unless its realisation is

assured beyond reasonable doubt.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to

the lessee. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets of the
Group at the lower of the fair value of the leased assets or the
present value of the minimum lease payments. The corresponding
liability to the lessor is included in the balance sheet as a finance
lease obligation. Finance costs, which represent the difference
between the total leasing commitments and the fair value of the
assets acquired, are charged to the income statement over the term
of the relevant lease so as to produce a constant periodic rate of
charge on the remaining balance of the obligations for each

accounting period.

Leases where substantially all the rewards and risks of ownership of
assets remain with the leasing company are accounted for as
operating leases. Rentals payable and receivable under operating
leases are recognised as an expense and revenue on the straight-
line basis over the lease terms. Lease incentives provided and
received are recognised in the income statement as an integral part
of the net consideration agreed for the use of the leased asset.
Contingent rentals are recognised as expenses and revenues in the

accounting period in which the assets are let out.

Cash equivalents

For the purpose of cash flow statement, cash equivalents represent
short-term highly liquid investments which are readily convertible
into known amounts of cash and which were within three months of
maturity when acquired; less advances from banks repayable within

three months from the date of the advance.

Retirement benefits scheme

Contributions to the retirement benefits scheme are charged to the
income statement. Forfeited contributions are used to reduce the

existing level of contributions.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Related party

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

to common control or common significant influence.

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 business segment information as the primary reporting
format and geographical segment information as the secondary

reporting format.

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. Inter-segment
pricing is based on similar terms as those available to other external

parties.

Segment capital expenditure is the total cost incurred during the
period to acquire segment assets (both tangible and intangible) that

are expected to be used for more than one period.

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

and minority interests.
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TURNOVER AND REVENUE

The principal activities of the Group are sale of finished leathers,

manufacture of leather handbags and sale of leatherware products.

Turnover represented sale of finished leather and leatherware

products for the year.

SEGMENT INFORMATION

In accordance with the Group's internal financial reporting, the Group
has determined that business segments are its primary reporting
format and geographical segments are its secondary reporting format,
with each segment organised and managed separately.

Business segments
Leather trading Trading of finished leather
Leatherware distribution Retail of leather handbags
Leatherware manufacturing : Manufacture of leather handbags
Leather finishing Processing of leather

The Group's inter-segment transactions were mainly related to sales
of leather handbags and management fee charges. Terms of sales
were similar to those contracted with third parties. Management fee

charges were determined by directors.



TEER ()
TRERBE_ZZ_FR_TT—F=
A=+—HIERFEND DB ZEME
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kg Segment revenue

SR P External customers

REHE Inter-segments

DHEE Segment results

NEBRH Inter-segment transactions
gEEM Contribution from operations
AABPARFEX Unallocated income and expenses
gepR Loss from operations
BBRAE Finance costs

BE-—RBERRAZER
REMBE-FHERAZ
CRABERERSR

HE
SBBRRER

BREEERFE

THEE
R—FBERA2#H
RAREE

BgE

AHEE
AARAR

Y

Htvp BEH
ARRX

il

AEEE

FERE

nE BERREZ
ERRBHEER
BEERANEZER

Share of results of an associate
Impairment loss recognised
on goodwill arising from
acquisition of an associate
Taxation
Minority interests

Net loss attributable to
shareholders

Segment assets
Interest in an associate
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Other segment information

Capital expenditure

Depreciation

Provision for doubtful debts

Provision for inventories

Impairment loss recognised on
property, plant and equipment

Deficit on revaluation of investment

property

SEGMENT INFORMATION (Continued)

The following tables show revenue and profit information for these
segments for the years ended 31 March 2002 and 2001, and certain

asset and liability information regarding business segments as at 31
March 2002 and 2001.

BE-Z2-_f=-A=t+-BLEE
For the year ended 31 March 2002

REES REDH REHE REMI Hits ok} @t
Leatherware
Leather Leatherware manufac- Leather
trading distribution turing finishing Others  Elimination Total
B (T)  EEOT)  E¥(Or) EK(r) BE(T) BEGt)  BE(D)
HK$ HK$ HK$ HK$ HK$ HK$ HK$
127,230,779 37,310,189 8,894,458 1,454,043 - - 174,889,469
788,813 - 28,784,698 - - (29,573,511) -
128,019,592 37,310,189 37,679,156 1,454,043 - (29,573,511) 174,889,469
(27,323,495)  (5,376,889)  (3,512,895)  (2,049,231) (13,346,753) - (51,609,263)
23,355 10,551,249 (7,700,252) - - - 2,874,352
(27,300,140) 5,174,360  (11,213,147)  (2,049,231) (13,346,753) - (48,734,911)
1,123,531
(47,611,380)
(3,755,657)
(31,942,621)
(16,824,082)
(1,283,243)
196,383
(101,220,600)
86,107,173 15,565,950 26,118,562 784,850 112,234,027 (112,028,318) 128,782,244
28,955,802
157,738,046
126,797,325 21,931,854 31,676,364 6,945,476 2,100,041 (130,881,875) 58,569,185
17,936,081
76,505,266
1,005,844 423,788 522,733 5,734 - 1,958,099
1,962,218 591,885 1,244,785 298,130 2,340 4,099,358
125,127 - - - - 125,127
9,391,000 - - - - 9,391,000
18,500,000 - 1,500,000 - - 20,000,000
250,000 - - -

- 250,000



Wi W % W

NOTES TO THE FINANCIAL STATEMENTS
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RERE
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Segment revenue
External customers
Inter-segments

Segment results
Inter-segment transactions

Contribution from operations
Unallocated income and expenses

Loss from operations
Finance costs
Share of results of an associate
Impairment loss recognised
on goodwill arising from
acquisition of an associate
Taxation
Minority interests

Net loss attributable to
shareholders

Segment assets
Interest in an associate
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Other segment information

Capital expenditure

Depreciation

Provision for doubtful debts

Provision for inventories

Impairment loss recognised on
property, plant and equipment

Deficit on revaluation of investment
property

SEGMENT INFORMATION (Continued)

BE-ZZ-F=-A=+t—-HLFE
For the year ended 31 March 2001

REES REDH REHE EEMT 2t e @t
Leatherware
Leather Leatherware manufac- Leather
trading distribution turing finishing Others  Elimination Total
EE (1) B (1) BE(T) BE (1) B (1) BE(T) B (1)
HK$ HK$ HKS HK$ HK$ HK$ HK$
182,727,818 39,510,942 10,842,395 267,097 - - 233,348,252
4,164,580 2,448,913 30,346,111 - - (36,959,604) -
186,892,398 41,959,855 41,188,506 267,097 - (36,959,604) 233,348,252
(29,776,748)  (9,706,293)  (6,339,183)  (7,987,381)  (4,442,432) - (58,252,037)
382,037 7,836,279 (6,094,936) - (2,500,000) - (376,620)
(29,394,711)  (1,870,014) (12,434,119)  (7,987,381)  (6,942,432) - (58,628,657)
8,126,693
(50,501,964)
(5,915,843)
12,105,230
(182,674)
(44,495,251)
107,788,936 16,833,597 31,933,663 3,161,650 101,312,187 (100,519,077) 160,510,956
31,709,435
55,126,215
247,346,606
118,655,143 18,013,595 32,794,234 10,125,697 436,362 (110,008,084) 70,016,947
20,144,406
90,161,353
572,707 1,781,952 - - - 2,354,659
1,947,533 3,220,560 1,732,212 395,116 2,340 7,297,761
28,975,470 619,436 - - - 29,594,906
13,909,000 - 6,945,622 - - 20,854,622
200,000 - - - -

200,000
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5. 7HER #®) 5.
#HhE S
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FEERERMREREFPAEENE - D8
BERBEARNRREEMEETE -

SEGMENT INFORMATION (Continued)

Geographical segments

In presenting information on the basis of geographical segments,
segment revenue and contribution from operations are based on the
geographical location of customers. Segment assets and capital

expenditure are based on the geographical location of the assets.

hEAREN
B Hith B M Hith &
Other regions in the
Hong Kong People’s Republic of China Australia Others
“R%-f  -"TT-F  CRB-F TR CZBRCE “2R-F CZBR-E “TR-F
2002 2001 2002 2001 2002 2001 2002 2001
¥ (1) B (1) BE (1) B () BE (1) B (T) B¥ (m)  BE (1)
HK$ HK$ HK$ HKS$ HKS HK$ HK$ HK$
RENDE P s Revenue from
external customers 99,218,930 96,661,212 28,342,178 85,678,945 37,322,890 39,609,724 10,005,471 11,398,371
GEER Contribution from
operations (34,347,862)  (20,691,108) (19,478,030)  (30,186,884) 5,306,230 (3,778,569) (215,249) (3,972,096
ANEE Segment assets 96,015,163 111,080,925 17,201,131 33,090,993 15,565,950 16,339,038 - -

BRRX Capital expenditure 1,486,844

557,300 47,467 15,407 423,788 1,781,952 - -
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6. BRBAER 6. LOSS BEFORE TAXATION
r%EH
The Group
= = —EBE-F
2002 2001
B (1) B (T)
HK$ HK$
MR THEIE This is stated after charging:
(a) BABEAE (a) Finance costs
RITER - BIREM Interest on bank loans, overdrafts
ARDFENREER and other borrowings wholly
ZIEEFE repayable within five years 2,913,051 4,604,152
HEMERZH B Interest on other loans 819,617 1,240,607
I HNAEZ Finance charges on obligations
BB R under finance leases 22,989 71,084

3,755,657 5,915,843
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6. LOSS BEFORE TAXATION (Continued)

rEE
The Group
—BERCF —EE-F
2002 2001
B (1) B ()
HK$ HKS$
(b)  Other items
Staff costs
Directors emoluments (note 7) 5,964,813 4,120,000
Others 14,604,127 11,381,450
Retirement benefits scheme
contributions (note 9) 679,303 658,326
21,248,243 16,159,776
Cost of inventories 150,283,242 213,922,986
Auditors’ remuneration 1,279,191 771,719
Depreciation of property, plant and
equipment:
Assets held under finance leases 198,209 381,514
Assets held for use under
operating leases 122,349 122,349
Owned assets 3,778,800 6,793,898
Net foreign exchange losses 354,235 617,564
Operating lease charges:
Premises 1,655,632 315,178
Hire of other assets 337,519 -
Provision for slow-moving inventories 9,391,000 20,854,622
And after crediting:
Interest earned on bank deposits 279,729 131,609
Gross rental from investment property
under operating
leases net of outgoings 150,000 154,000
Gross rental from other properties
under operating leases

net of outgoings 210,461

525,889
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7. EEZM=
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HiB & -

Fa R EAMER
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NTEEZMEBEDT :

B Z T — 8% 1,000,000 7T

A% 1,000,001 7T — & % 1,500,000 7T
7 1,500,001 7T — % ¥ 2,000,000 7T
A ¥ 2,000,001 7T — &% 2,500,000 7T
7 2,500,001 7T — % ¥ 3,000,000 7T
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7. DIRECTORS' EMOLUMENTS

Fees

Other emoluments:
Salaries and other benefits
Contributions to retirement

benefits scheme

Total emoluments

The emoluments paid to the

directors were as follows:

HK$Nil to HK$1,000,000

HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000

—gg=F
2002
B (1)
HKS

5,879,023

85,790

5,964,813

—2%-F
2002
EEAH
Number of

directors

4,117,000

3,000

4,120,000

—TT—F
2001
EFAH
Number of

directors

During the year, no emoluments were paid by the Group to the

directors as a discretionary bonus or any inducement to join or upon

joining the Group or as compensation for loss of office. None of the

directors has waived or agreed to waive any remuneration for the

current or prior years.
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8. EEMSE 8.

MEFEZAUGRHFALEREARFN
2EF REZMEFREINLX - #T
—H(CRE-F —R)RIFALZH
SWE
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e
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benefits scheme

REER » NEE L EAERA LML
AERBEEMAARE . R KRR 2

Salaries and other benefits

EMPLOYEES' EMOLUMENTS

The five highest paid individuals included four directors of the
Company for both years, details of whose emoluments are included
above. The emoluments of the remaining one (2001: one) individual

were as follows:

Contributions to retirement

—EB-FE —ZTE—F
2002 2001

B (7T) B (oT)
HK$ HK$
533,000 432,900
12,000 17,985
450,885

545,000

During the year, no emoluments were paid by the Group to the

individual as a discretionary bonus or an inducement to join or upon

g - joining the Group or as compensation for loss of office.
9. BHREFTEH MR 9. RETIREMENT BENEFITS SCHEME
CONTRIBUTIONS
A%
The Group
—FF-F —EFFF
2002 2001
B (1) B (7T)
HK$ HK$
EEHE DA (Kzta) Hong Kong subsidiaries (Note a)
K Contributions 251,713 221,761
R ER Less: Forfeited amount - (85,825)
251,713 135,936
AN B A A (B 5EDb) Overseas subsidiaries (Note b) 427,590 522,390
658,326

679,303
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9. RETIREMENT BENEFITS SCHEME
CONTRIBUTIONS (Continued)

Notes:

(a)

The Group operates a pension scheme under the rules and regulations
of Mandatory Provident Fund Schemes Ordinance (“MPF Scheme”).
The assets of the MPF Scheme are held separately in an independently
managed fund. The Group has followed the minimum statutory
contribution requirement of 5% of eligible employees’ relevant
aggregate income. The contributions are charged to the income

statement as incurred.

The employees of overseas subsidiaries are members of the central
pension schemes operated by the governments of the countries in
which they operate. These subsidiaries are required to contribute a
certain percentage of their payroll to the central pension schemes to
fund the benefits. The only obligation of the Group with respect to the
central pension schemes is the payment of the required contributions

under the central pension schemes.

10. TAXATION

BINHIR
LFEBIHBEBERRE

R BLE b it &
=2\

RIERIA (M 5E27)
BENR BN ZHENE

Overseas taxation

Over provision of overseas taxation
in prior year
Other regions in the People's

Republic of China

Overseas

Deferred taxation (Note 27)

Share of taxation attributable

to an associate

2L |
The Group

—2E-F =& 58T
2002 2001
B (1) BE ()
HKS$ HK$
606,991 -
- (7,543)
- (125,932)
(162,430) 15,184
838,682 300,965
1,283,243 182,674
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ZA=T-HLEZBREFIBR(ZET
—FE) -

10.

1.

12.

TAXATION (Continued)

Hong Kong Profits Tax has not been provided as the Group incurred
a loss for Hong Kong Profits Tax purposes for the year.

Taxation for other jurisdictions is calculated at the rates prevailing in
the respective jurisdictions.

NET LOSS FOR THE YEAR

Of the Group's net loss for the year of HK$101,220,600 (2001:
HK$44,495,251), a loss of HK$67,066,451 (2001: HK$26,835,680) has
been dealt with in the financial statements of the Company.

BASIC LOSS PER SHARE

Basic loss per share is calculated based on the loss attributable to
shareholders of HK$101,220,600 (2001: HK$44,495,251) and on the
weighted average number of 736,671,487 (2001: 708,550,666) shares
in issue during the year.

Diluted loss per share is not presented as the Company has no dilutive
potential shares as at 31 March 2002 (2001: Nil).

REWME 13. INVESTMENT PROPERTY
KE
The Group
—EEC-RF —TET—-F
2002 2001
B (7r) B (T)
HK$ HK$
f51E Valuation
REEA At beginning of year 3,800,000 4,000,000
En Revaluation (250,000) (200,000)
R&EHER At balance sheet date 3,550,000 3,800,000
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13. REWE #)

14.

REMFURETE  TRERFEOH
5o

AREZREMEREEHRBFTAEM
BETRANMEREEHGE EfE
HAE250,000 2 BE(ZEE—F 8
#200,0007T) CEREMEEM/FEFET

S The Group

BA Cost

RAREA] At beginning of year
NE Additions

HE Disposals

[& 5 A% Exchange adjustments
REHER At balance sheet date
RARE Accumulated depreciation
RAREA] At beginning of year
REME Charge for the year
HEFR Impairment loss

& B 8 Eliminated on disposals
ERREE Exchange adjustments
REER At balance sheet date
REFE Net book value
REHER At balance sheet date

REEFEY At beginning of year

13. INVESTMENT PROPERTY (Continued)

The investment property is situated in Hong Kong and is held under

long lease.

The investment property was revalued at its open market value at
the balance sheet date by Messrs. Chung, Chan & Associates,
Chartered Surveyors. The deficit of HK$250,000 (2001: HK$200,000)
arising on revaluation has been charged to the investment property

revaluation reserve.

14. PROPERTY, PLANT AND EQUIPMENT

HELH HEWE
REF HRREE BAZERE BERES RE %1 X
Leasehold Furniture
land and and Office  Plant and Motor  Leasehold
buildings fixtures equipment hinery vehicles improvement Total
B (1) B () BE(T) EE (1) B (1) BE(T) B ()
HK$ HK$ HK$ HK$ HK$ HK$ HK$

75,724,405 2,374,014 3,532,995 11,282,390 1,985,906 8,500,537 103,400,247
- 35,999 139,153 401,918 1,050,000 331,029 1,958,099
(9,740,185) - - (1,172,752) - - (10,912,937)
671,703 139,027 99,035 382,649 87,828 72,556 1,452,798

66,655,923 2,549,040 3,771,183 10,894,205 3,123,734 8,904,122 95,898,207

9,190,139 1,508,961 2,920,989 6,119,899 1,026,403 4,990,592 25,756,983
1,300,472 250,577 172,409 1,571,495 163,951 640,454 4,099,358

20,000,000 - - - - - 20,000,000
(3,240,341) - - (870,707) - - (4,111,048)
46,703 75,909 96,400 118,881 41,866 22,510 402,329

27,296,973 1,835,447 3,189,798 6,939,568 1,232,220 5,653,616 46,147,622

39,358,950 713,593 581,385 3,954,637 1,891,514 3,250,506 49,750,585

66,534,266 865,053 612,006 5,162,491 959,503 3,509,945 77,643,264
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14. 1% BERSRE @) 14. PROPERTY, PLANT AND EQUIPMENT (Continued)
FXRRAEERGEE BB L Rk The net book value of land and buildings held by the Group at the
BFLREFEBRE balance sheet date shown above comprised:

r%H
The Group
—2%-F —TTF
2002 2001
B (1) B (7T)
HK$ HK$
BAELTH Land in Hong Kong:
REIEA Medium-term leases 23,142,846 43,526,394
BB AN Land outside Hong Kong:
REIFEA Long leases 4,599,180 8,848,694
REE D Medium-term leases 11,616,924 14,159,178
39,358,950 66,534,266
BREBECERNFBEZNE  BERZER Property, plant and equipment include gross amount of HK$6,833,456
HEB16,833456T (ZEE—F : B¥ (2001: HK$6,833,456), accumulated depreciation of HK$1,008,796
6,833,4567T) 2 58 5 #1,008,7967T (2001: HK$886,447) and accumulated impairment losses of HK$Nil
(ZZZT—F : B16886,44770) 2 BETHT (2001: Nil) in respect of assets held for use under operating leases.
ERABET(ZZZ -4 8B) 22K
WMEEE o
AEBZY% BERZEEDFEDE The net book value of the Group's property, plant and equipment
BEETIQ0IAT (2T —F : EE includes an amount of HK$719,074 (2001: HK$917,283) in respect of

917,2837L) A BSHABEZEE ° assets held under finance leases.
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A
REAENREER
R E
RAEA]
~RENE
R&EHER

fRE R E
R&EER

RAEA]

REBRRAZER

FLEmity  BEAE
REER

MEBRERK
RIREE

14. PROPERTY, PLANT AND EQUIPMENT (Continued)

MAERE
Office equipment
B (T)
HK$
The Company
Cost
At beginning of year and at balance sheet date 65,500
Accumulated depreciation
At beginning of year 55)355
Charge for the year 2,340
At balance sheet date 57,695
Net book value
At balance sheet date 7,805
At beginning of year 10,145
15. INTERESTS IN SUBSIDIARIES
KAF
The Company
—BE2CF —TT&
2002 2001
B (1) B ()
HK$ HK$
Unlisted shares, at cost 22,641,818 22,641,818
Impairment loss (22,641,818) (22,641,818)
Due from subsidiaries 119,386,500 99,705,645
Provision for doubtful debts (25,358,182) (7,358,182)
94,028,318 92,347,463
94,028,318 92,347,463
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15. INTERESTS IN SUBSIDIARIES (Continued)

BRARRNEERREE -EERB
EFEBTERAKNEABLE -

R/
iR EE fi%
HELFAZR s Rt %5
Place of
incorporation/
registration Class of
Name of subsidiary and operation  share held
REREEHERAA A EER
Dah Hwa Leather & Trading ~ Hong Kong Ordinary
Co., Limited
EEREARAT B LRk
Guangdong Faith Hong Kong Ordinary
Investment Limited
Inter Leather Limited 3 EER
Hong Kong Ordinary
RERE (L§) ARARA HEARANE FEH
Dah Hwa Leather (Shanghai) ([wE]) N/A
Co., Limited* People’s Republic of
China ("PRC")
RERERRAA hE TER
Da Ya Leather Co., Limited*  PRC N/A

The amounts due from subsidiaries are unsecured and non-interest
bearing. In the opinion of the directors, the amounts will not be

repaid in the next twelve months.

Details of the principal subsidiaries at the balance sheet date are as

follows:
ERE T
BRAR BE/EMER
BRERE/EMEX HEZLE TEEH
Issued and fully Proportion of nominal
paid-up share value of issued capital/ Principal
capital/registered capital  registered capital held activities
E#% ik

Directly  Indlirectly
5000 REHEAE 100 100 - HRECE5
5,000 shares of HK$100 each Trading of finished leather
2,280,000 RERAE 1 T - 100 RERR
2,280,000 shares of HK$1 each Investment holding
100,000 REREE 171 - 100 KEZHOES
100,000 shares of HK$1 each Exporter of leatherware
1,000,000 %7 - 100 KAERRKEZES
US$1,000,000 Trading of leatherware

product and leather

700,000 % 7T - *80 HREZMT
US$700,000 Processing of finished leather



Wi W % W

NOTES TO THE FINANCIAL STATEMENTS

15. RIB AR Z2ER (&)

R/

iR EE
HELFAZR igi3:4 3

Place of

incorporation/

registration

Name of subsidiary and operation

PAFRBARLR! hE

Zhong Da Handbag PRC
Co., Limited*

Paragold Distributors -3
Pty Limited * Australia

WEMBEARAREEHERNEY
FZERIZAERTA - REHES
ARILZEEHZE  ARERER
ERBHEIBEVINEFARTX
NEREREBR ZA2HMEEMN
BZmr - Fiy - ARBER L%
B S BN E 2GS EE

25 o

WHHEHBETMEERERE
BZRA e

LRIV EZRREAREZEERK
BEREAFYEZWBAR -EER
&R EAR ZHIEEER
HBELE -

15. INTERESTS IN SUBSIDIARIES (Continued)

fii
LOEd

Class of
share held

TER
N/A

EAR
Ordinary

FEE &
BRAR BE/EMER
BRRE/HERMEL HEZ LAl IERH
Issued and fully Proportion of nominal
paid-up share value of issued capital/ Principal
capital/registered capital  registered capital held activities
Bk kS
Directly  Indirectly
7% 8,260,000 0 - *60 RAERZBE
HK$8,260,000 Manufacture of
leatherware products
2618689 R B 1R - 100 FRREEZHH
2,618,689 shares of A$1 each Distribution of handbags and
leatherware
* These subsidiaries were equity joint venture companies established by

the Group with independent third party in the PRC. Under the
management agreements with the PRC party, the Group is entitled to
all of the net results of the operation after payment of fixed amount as
management fees to the PRC party each year during the term of the
management agreements. The Group therefore effectively has 100%

attributable economic interests in these subsidiaries.

# Companies not audited by Moores Rowland.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results or assets of
the Group. To give details of other subsidiaries would, in the opinion

of the directors, result in particulars of excessive length.
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16. RBE ARz = 16. INTEREST IN AN ASSOCIATE
rEH FNYNE
The Group The Company

“R8-F —TT-F CZBE-F —TT—H

2002 2001 2002 2001
B (1) EE (L) B (1) HE(T)
HK$ HK$ HK$ HK$
EETRG R AE Unlisted shares, at cost = - 35,720,000 35,720,000
HEER Impairment loss - - (35,720,000) -
BLHEEFENRE Share of net assets - 31,709,435 - -
- 31,709,435 - 35,720,000
i **/sz?xﬁﬁh —AREEB R Investment in the associate represents 49% of the registered capital
LEERNIz ARG EEERA of Shenzhen Petrochemical Chemical Fibres Co., Ltd. (“SPCF"), a

A ([SPCFJ) ZHHHXZKZM%T%@ o company engaged in processing of plastics and chemical products.
SPCFR—REHRBKIZEERA SPCF is an equity joint venture company established in the PRC. The
%TH%@EE&TJHﬂ*FﬁE‘}WWJﬁﬁi%Fﬁ remaining 51% equity interest is held by a company listed on the
EmzRRl([BEBHEE  ZEAEE Shenzhen Stock Exchange (the “JV Partner”). The JV Partner has
HRSPCFrEE 2 HAERE  TER control over the board of directors of SPCF and is responsible for
SPCFZ HFEB1E ° SPCFZ M B HRERIUET the daily operations of SPCF. The financial statements of SPCF are
F+ZA=+—BRAER  TAREH made up to 31 December of each year and are subject to audit by

BUEH AP BRSO ETEZ PRC auditors in accordance with PRC requirements.
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16.

RBERR2ER (&)

8% B SPCRE h Bz A 2 h

16. INTEREST IN AN ASSOCIATE (Continued)

N The financial information as extracted from the audited financial

AEAERAFERBEMRFRE LR statements of SPCF audited by PRC auditors under PRC generally

GHBRR P BERDT

BEt-A=t-HLEEZ
g%%llz
e

BRI R B XS (BR) &

RTZA=+-BzMBRR

FRBEERR
MEBEERE
mEEERE
FRBEERR

BR(BR)ES

accepted accounting practice for the current and previous financial

years is as follows:

Ha

W&EB —EEEF

—EE-F REZERHE
REZEE Per 2000

Per 2001 audited

audited accounts accounts
—EE-F —EEEF —EEEF
2001 2000 2000

B (1) B (L) HE ()
HK$ HK$ HK$

(B%) (IERE)

(as restated) (as previously

reported)

Operating results for the

year ended 31 December
Turnover 184,280,537 201,411,877 185,861,994
(Loss) Profit from ordinary

activities before taxation (145,322,507) 27,993,838 24,967,035
Financial position at

31 December
Total non-current assets 25,000,971 30,180,794 30,175,852
Total current assets 90,896,991 209,088,247 97,945,349
Total current liabilities (185,782,809)  (163,249,697) (60,355,244)
Total non-current liabilities (6,760,961) (7,349,341) (7,349,593)

Shareholders’ (deficits) funds (76,645,808) 68,670,003 60,416,364
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RBERXT 2 &H® (&)

BIESPCFEE-_TE—GF+-_A=+—
ALFELEZMBERE - SPCFAEG
ZEEREEEFENTEMRRBASF
BERAEBHIRE2BEE ( RELSPCF
REEEZBTEE ) MIELBER -
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BREEBHERZBTHRITEE - K
RAZEREIEAEHRN L EEERE
ERZEE  NUEREARSHEELEZE
B YERAREHEEEMREIEE
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RAEBYEAFBFABRELRDBY
b AEEESHERBRE AR ZERE
REMENRCEAERELRE#ZE
EHER AEBETAMTBEAHZ R
BT fEm RAEBERIEERHEA
AHEBZER BHRBERAZEART
B EE N R AKEBEEMNEELR LR
BIEREREE 2B A16,824,0827T )
BERMMARIBERAME -

EARAREEENZ LA S IR BE
FEET HEDREDEERBEERAN
HAE REAREEELESPCFLESR
SRAEEFEIEHE - At - ReEFFE
SPCFZ & TR 8k A EMERT E B 1E PP Lt

FEALREE URFES-—FEZER
8 -

16. INTEREST IN AN ASSOCIATE (Continued)

According to the audited financial statements of SPCF for the year
ended 31 December 2001, the loss and negative net assets were
caused principally by the provision against advances made to the JV
Partner in previous years, which advances were financed by bank
borrowings raised in the name of SPCF. Neither the advances to the
JV Partner nor the bank borrowings were recorded in the financial
statements of SPCF for previous years. Management of the Company
is following up the matter with management of the JV Partner with a
view of recovering the loss resulted from the above transactions and
has engaged lawyers and independent professional accountants to
assist in the process. However, the management of the Company
considers that it is appropriate to account for loss arising from the
above transactions in the financial statements of the Group and the
Company. As the Group does not have any obligations to further
finance the associate, the Group has accounted for its share of the
loss of the associate only up to the carrying value of the associate
and the debit balance standing in the exchange translaton reserve.
The Group's interest in the associate has thus been reduced to zero
and the Group has discontinued the recognition of further losses of
this associate. Given the decline in the value of the associate, goodwill
arising from acquisition of the associate of HK$16,824,082 previously
taken to goodwill reserve has also been written off to income

statement.

Whilst recognising that the above transactions took place in previous
years, management of the Company has not been able to allocate
the loss as prior year adjustment, as it has no control over the board
and daily operations of SPCF and therefore no ready access to the
accounting records of SPCF to ascertain precisely as to when the
loss occurred and to quantify the extent of such loss in any of the

previous years.
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17. BE 17. INVENTORIES
r5HE
The Group
— —ET—F
2002 2001
B (1) B (L)
HK$ HK$
R} Raw materials 2,372,353 -
& m Work in progress 1,641,623 987,722
HAEME—BEG Finished goods and general merchandise 29,188,747 52,890,243

18.

'—!—

ot & %A IR A IR R E A 126,371,815
T(ZZZE—4F : B#13,908,7367T) 217

JE W R TR I HL f R WL RR 0B

AEEGRTERSEFP FHOREER -

REBRHZRUREZREANTMOT

33,202,723 53,877,965

The amount of inventories, included in above, carried at net realisable
value is HK$26,371,815 (2001: HK$13,908,736).

18. TRADE AND OTHER RECEIVABLES

The Group allows an average credit period of 60 days to its trade

customers.

The following is an aged analysis of trade receivables at the balance

sheet date:

r5E
The Group
—EECF —ET—F
2002 2001
B (1) B (T)
HK$ HK$
& U BR 18 Trade receivables
=+HR Within 30 days 4,550,417 12,999,127
=+—HEZXtH 31-60 days 2,267,374 2,692,599
AtTt—HEATH 61-90 days 651,598 932,156
BidA+H Over 90 days 4,674,835 2,044,311
12,144,224 18,668,193
H th JE W IE Other receivables 2,922,152 3,580,770

15,066,376 22,248,963
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19. RE (F) RREKR D TXK

A&H

D. H. International Limited

YN

D. H. International Limited

RADELR - 28 REEFEERFR

STATEMENTS

19. DUE FROM (TO) ULTIMATE HOLDING COMPANY

—EERCF —EE2-F FRK
ZA=+-H MA—H BEBS
53 #eR £ H
Maximum
amount
outstanding
Balance at Balance at during the
31.3.2002 1.4.2001 year
B (T) B (T) B (T)
HK$ HK$ HK$
The Group
D. H. International Limited (1,752,593) 49,333,381 51,008,933
The Company
D. H. International Limited - 20,295,263 20,297,763
° The amounts due are unsecured, interest-free and have no fixed

20.

EET -tk TEREBRIREMZE
ELHEZEBEEXm AFBDH.
International Limited Z AR #E 75 ©

B & K 20.

HERKERTBER  MENERFS
10E - BEFERGERR2BBE -

)]

repayment terms. The directors, Mr. Lee Sam Yuen, John, Mrs. Lee
Shiao Yu Cho and the estate of the late Mr. Lee Deh, have controlling

interest in D. H. International Limited.

LOAN RECEIVABLE

The loan receivable is unsecured and interest-bearing at the rate of
10% per annum. The amount was fully settled subsequent to the

balance sheet date.
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EAREREMGENRE

REBRPZERNERBEZRRANTMOT

TATEMENTS

21. TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables at the balance

sheet date:
r5E
The Group

—EEC-F —ET—F
2002 2001
B (1) B ()
HK$ HK$

P ERIA Trade payables
=+HR Within 30 days 2,321,409 5,364,483
=t+—HZX~+H 31-60 days 445,115 1,610,577
ATt—HEATH 61-90 days - 475,233
BidA+H Over 90 days 651,516 1,244,832
3,418,040 8,695,125
H A JE (< 5B Other payables 8,894,217 10,667,934

R-—UEEZEE

ZeBNELR  2ERERFEAZH

(% ym
B

B

o

i

12,312,257 19,363,059

22. DUE TO A DIRECTOR

The amount due was unsecured, interest-free and was fully repaid

during the year.
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23. INTEREST-BEARING BORROWINGS

Bank loans, secured
Trust receipt loans, secured

Obligations under finance leases

Current portion

Non-current portion

The maturity of the above borrowings is

as follows:

Secured bank borrowings:
Within one year
After one year but within two years
After two years but within five years

After five years

45,676,297

r&EH

The Group
—EE-fF —ET—fF
2002 2001
B¥ () B# ()
HKS$ HK$
15,629,736 17,483,943
30,046,561 36,790,432
553,752 747,504
46,230,049 55,021,879
32,236,398 38,790,282
13,993,651 16,231,597
46,230,049 55,021,879
—2ECF —BE—F
2002 2001
B () B ()
HKS$ HK$
32,083,760 38,552,389
1,559,471 1,925,927
2,312,254 2,866,482
9,720,812 10,929,577

54,274,375
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23. MEER (&) 23. INTEREST-BEARING BORROWINGS (Continued)
BT A K AR Obligations under finance leases:
BOHEE
5 NRERE
HENRE Present
Minimum value of minimum
lease payments lease payments
“ERC-F —TT-F ZEBEZE —TTF
2002 2001 2002 2001
HK$ HK$ HKS$ HK$
EREE : Amount payable:
—FR Within one year 257,336 281,147 152,638 237,893
ME-FZE In the second to fifth years
EFRFER inclusive 367,990 560,920 401,114 509,611

625,326 842,067 553,752 747,504

ARBEER Future finance charges (71,574) (94,563) - -
HEAERE Present value of lease
obligations 553,752 747,504 553,752 747,504
24. BEITRA 24. ISSUED CAPITAL
—FF=F —TTF
2002 2001
B % &5
Number of B (1) Number of B8 ()
shares HK$ shares HK$
ETE Authorised:
BREEEE0.05T Ordinary shares of

ZEBK HK$0.05 each 1,800,000,000 90,000,000 1,800,000,000 90,000,000
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24, EBTRA )

TATEMENTS

24. ISSUED CAPITAL (Continued)

BREEE¥0.057
EERRE
Number of
ordinary [EIRE
shares of Nominal
HK$0.05 each value
B (1)
HK$
BEITREAR Issued and fully paid:
R-_ZEZTFMA—H At 1 April 2000 655,208,200 32,760,410
FLABRE Private placing 55,000,000 2,750,000
RZTFE-—F=ZA=+—-HK At 31 March 2001 and
ZIZZE-—FWA—H 1 April 2001 710,208,200 35,510,410
FLABRE Private placing 50,000,000 2,500,000
o] 5 Repurchase (3,522,500) (176,125)
RNIRTREEE = At 31 March 2002

REEETFNAT_B - ARARER
0.307T 2 {8 #% % 17 55,000,0001% & i% E &
BEDBT EBRTAELE=E ' &K
SERHA A 16,088,000 FHEIER—
ReEET  ZSRNESTHHUERER
ZRERNEERS#S -

NIBTENAT\H - NAFRER
0.137T Z {8 #5 % 17 50,000,0004% & A% E &
BEDBTZEBRTAYLE=, " &K
SER 48 %6,354,00070 FRIER—K
HEES REBRDESTEHEERZ
REKRNEZARFHEE -

R R el D [ IR i
B FTIE AR T 5 L B8 £ 3,522,5008%
LA LERBECHELNTHE - BA
I ER G 2 KB4 B 328,0000T © F15
BREK0093T - BBz BRELH
B BRAEEAEEROEDE Y
151,468 E 5t ARG B E R o

756,685,700 37,834,285

On 12 April 2000, 55,000,000 ordinary shares of HK$0.05 each were
issued at HK$0.30 to independent third parties. The net cash proceeds
of approximately HK$16,088,000 from the issue were used as general
working capital. The shares issued rank pari passu in all respects with

the then existing shares.

On 18 June 2001, 50,000,000 ordinary shares of HK$0.05 each were
issued at HK$0.13 to independent third parties. The net cash proceeds
of approximately HK$6,354,000 from the issue were used as general
working capital. The shares issued rank pari passu in all respects with

the then existing shares.

On 21 November 2001, the Company repurchased 3,522,500 of its
own ordinary shares in the open market through the Stock Exchange,
all of which have been duly cancelled. The total purchase price of
the shares was approximately HK$328,000 with an average price paid
for each share being HK$0.093. The repurchase was made out of
capital, and the excess of the purchase consideration over the par
value of the shares repurchased of HK$151,468 was charged to share

premium account.
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25.
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TERNUR  TEREZEXTIWNE
FNEBBME -

25. SHARE OPTION SCHEME

On 17 September 1993, a Share Option Scheme (the “Scheme”) was
approved by the shareholders under which the directors may grant
options to employees of the Group, including any directors of the
Company, to subscribe for shares of the Company. The Scheme is
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's operations.
The subscription price will be determined by the directors and will
not be less than 80% of the average of the closing prices of the
Company’s shares on the Stock Exchange for the five trading days
immediately preceding the date of grant of the options or the nominal
amount of the shares. The maximum number of shares in respect of
which options may be granted under the scheme may not exceed, in
nominal amount, 10% of the issued share capital of the Company,
and the maximum entitlement of each eligible participants shall not
exceed 25% of the total number of shares for which options may be

granted under the Scheme.

The option under the Scheme may be exercised at any time during a
period of ten years commencing on the date of grant of option. The
Scheme will remain in force for 10 years commencing from 17
September 1993. No options have been granted to any director or

employee under the Scheme since 17 September 1993.
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26. RESERVES

The Group

At 1 April 2000

Shares issued at premium
Share issue expenses

Deficit arising from revaluation
Exchange translation difference
Net loss for the year

At 31 March 2001
and at 1 April 2001

Shares issued at premium
Share issue expenses

Deficit arising from revaluation
Share repurchase

Impairment loss recognised on

goodwill arising from acquisition

of an associate
Exchange translation difference
Written off of translation reserve
attributable to an associate
Net loss for the year

At 31 March 2002

Reserves retained by:

Company and subsidiaries
Associate

At 31 March 2002

Company and subsidiaries
Associate

At 31 March 2001

The Company

At 1 April 2000

Shares issued at premium
Share issue expenses
Net loss for the year

At 31 March 2001 and
at 1 April 2001

Shares issued at premium
Share issue expenses
Share repurchase

Net loss for the year

At 31 March 2002

RENX REERN
Bx EffRE (RHER)
WERE Investment Retained
R4 %8 Capital  BEfE  property ERfE profits
Share redemption Goodwill revaluation Translation (accumulated B
premium reserve reserve reserve reserve losses) Total
B () A ()  BE(T) EB¥(Or)  E¥(r) B¥(n) BE(D
HK$ HK$ HK$ HK$ HK$ HK$ HK$
119,895,808 68,600 (14,678,161) 1,949,561  (4,776,533) 52,395,083 154,854,358
13,750,000 - - - - - 13,750,000
(412,500) - - - - - (412,500)
- - (200,000) - - (200,000)
- - - - (5,560,814) - (5,560,814)
- - - - — (44,495,251) (44,495,251)
133,233,308 68,600 (14,678,161) 1,749,561  (10,337,347) 7,899,832 117,935,793
4,000,000 - - - - - 4,000,000
(145,600) - - - - - (145,600)
- - - (250,000) - - (250,000)
(151,468) - - - - - (151,468)
- - 16,824,082 - - - 16,824,082
- - - 5,351,718 - 5,351,718
- - - - 483,346 - 483,346
- - - - - (101,220,600) (101,220,600)
136,936,240 68,600 2,145,921 1,499,561 (4,502,283) (93,320,768) 42,827,271
136,936,240 68,600 2,145,921 1,499,561 (4,502,283) (93,320,768) 42,827,271
136,936,240 68,600 2,145,921 1,499,561 (4,502,283) (93,320,768) 42,827,271
133,233,308 68,600 (14,678,161) 1,749,561  (10,337,347)  (8,095,371) 101,940,590
- - - - - 15995203 15,995,203
133,233,308 68,600 (14,678,161) 1,749,561 (10,337,347) 7,899,832 117,935,793
119,895,808 68,600 - - - 11,215,006 131,179,414
13,750,000 - - - - - 13,750,000
(412,500) - - - - - (412,500)
- - - - - (26,835,680) (26,835,680)
133,233,308 68,600 - - - (15,620,674) 117,681,234
4,000,000 - - - - - 4,000,000
(145,600) - - - - - (145,600)
(151,468) - - - - - (151,468)
- - - - (67,066,451) (67,066,451)
136,936,240 68,600 - - - (82,687,125) 54,317,715
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26. RESERVES (Continued)

The Company's reserves available for distribution represent the share
premium and retained profits. Under the Companies Law Chapter 22
of the Cayman Islands, share premium of the Company is available
for paying distributions or dividends to shareholders subject to the
provisions of its Memorandum or Articles of Associations and
provided that immediately following the distribution or dividend the
Company is able to pay its debts as they fall due in the ordinary
course of business. As at 31 March 2002, the aggregate value of the
share premium and retained profits of the Company available for
distribution is HK$54,249,115 (2001: HK$117,612,634).

Reserves:

(@)  Share premium represents the excess of consideration over

par value of shares issued.

(b)  Capital redemption reserve represents nominal value of shares

repurchased out of distributable profits.

() Goodwill reserve, investment property revaluation reserve and
translation reserve have been set up and will be dealt with in
accordance with the accounting policies adopted as set out in

note 3 to the financial statements.

27. DEFERRED TAXATION

rEE
The Group
—EECF —ET-F
2002 2001
B () B (T)

HKS$ HK$
REEA At beginning of the year 147,967 164,931
RAEE (B A) Mk (FF5E10) (Credit) Charge for the year (Note 10) (162,430) 15,184
b 3 & Exchange adjustments 14,463 (32,148)
REHER 147,967

At balance sheet date -
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27. DEFERRED TAXATION (Continued)

The deferred taxation is mainly attributable to the excess of tax

allowances for tax purpose over depreciation charged in financial

statements.

Deferred tax has not been provided on the revaluation surplus arising

on the valuation of investment property as profits arising on disposal

of these assets would not be subject to taxation. Accordingly, the

valuation does not constitute a timing difference for tax purposes.

At the balance sheet date, the major components of the unprovided

net deferred tax asset are as follows:

The Group

—BECF

2002

B ()

HK$

MEERBEBELTE Excess of tax allowances over depreciation (1,389,000)
H fth By = Other timing differences:

- RERBRE - provision for bad and doubtful debts 183,000

HERIBER Tax losses carried forward 21,299,000

20,093,000

2T —F
2001
B8 (T)
HK$

(44,000)

13,856,000

6,377,000

20,189,000
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27. DEFERRED TAXATION (Continued)

year are as follows:

The Group

—EE-F
2002
B ()
HK$

Excess of tax allowances
over depreciation 1,345,000
Other timing differences 13,673,000
Tax losses arising (14,922,000)
96,000

asset will be utilised in the foreseeable future.

The major components of deferred taxation not provided for the

e B
2001
EH(T)
HK$

28,000
4,160,000

1,868,000
6,056,000

A potential net deferred tax asset has not been recognised in the

financial statements as it is not certain that the net deferred tax
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28. RBAIBEEEKEEK 2HEE 28. RECONCILIATION OF LOSS BEFORE TAXATION

TO NET CASH (OUTFLOW) INFLOW FROM

OPERATING ACTIVITIES

Loss before taxation

Share of results of an associate

Impairment loss recognised on property,
plant and equipment

Impairment loss recognised on goodwill

arising from acquisition of an associate

Write off of translation reserve attributable

to an associate
Interest income
Interest expenses
Depreciation
Provision for bad and doubtful debts
Provision for slow-moving inventories
Loss (Gain) on disposal of property,
plant and equipment
Decrease in trade and other receivables
Decrease in inventories
Increase in trade and other payables,

bills payables and trust receipt loans

Net cash (outflow) inflow from

operating activities

—BERCF
2002

BY ()
HK$

(100,133,740)

31,942,621

20,000,000

16,824,082

483,346
(279,729)
3,755,657
4,099,358
5,168,001
9,391,000

1,167,928
7,057,460
11,284,242

(11,692,711)

(932,485)

(44,312,577)
(12,105,230)

(131,609)
5,915,843
7,297,761

29,594,906
20,854,622

(5,503,421)
9,822,902
10,125,550

(11,319,633)

10,239,114
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29. ANALYSIS OF CHANGES IN FINANCING DURING

THE YEAR
RAER Bt %
IR 5 B HEARE
Share Obligations BEHR PEBRR
capital and under BITEN XRESHE G £
share finance Secured Due to a Minority
premium leases bank loans director interests
E®(r)  E¥(r)  EE(n)  EE(n)  EE(n)
HKS HK$ HK$ HK$ HK$
At 1 April 2000 152,656,218 1,293,404 27,491,985 - 3,739,050
Issue of shares 16,500,000 - - - -
Share issue expenses (412,500) - - - -
Repayment of bank
borrowings - - (10,008,042) - -
Inception of finance leases - 600,611 - - -
Repayment of obligations
under finance leases - (894,413) - - -
Advances from a director - - - 1,760,000 -
Exchange translation
differences - (252,098) - - -
At 31 March 2001 and
1 April 2001 168,743,718 747,504 17,483,943 1,760,000 3,739,050
Issue of shares 6,500,000 - - - -
Share issue expenses (145,600) - - - -
Repurchase of shares (327,593) - - - -
Repayment of bank
borrowings - - (1,854,207) - -
Repayment of obligations
under finance leases - (158,703) - - -
Repayment to a director - - - (1,760,000) -
Minority interests in share
of loss of subsidiaries - - - - (196,383)
Return of capital contributed
by minority shareholders
(Note 30(b)) - - - - (2,971,443)
Exchange translation
differences - (35,049) - - -
At 31 March 2002 174,770,525 553,752 15,629,736 - 571,224
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TEFRERS

(@) AKER-_TT-FIUHBHEDY
ZH - NENERAHRBELRE
BERFEEEEC0MNTZEE °

b) REALEZIHWEBFBEREH
RERRAZLBRREATAAM
RENBITHEARE 2L - M
ZIMERESERAZHER -
AERAIERESERELE S i
TRk BR L HEEIETAE
ARAZLEBRAEERAA - B
b PEBRRERCRELHNE
FZREEMRD

FREE

REER  ARARUERRITERBER
R BHRERBEE LR EBERBE
104,644,000 (ZZEE —F : B K
104,644,00070) * EFMERRMEH 2
RITIE B A AK58,688,161 L (ZFE—
F 1 63,860,2247T) °

EERMA

REER  AEEREREFES QA
# 3,600,000 (ZEBEE —F : B
3,800,0007T) K 7 # 22,900,000 (= FF
—F @ B#41,400,00000) 2 B EMERE
TIHRETF EARBRAREAEN
75 #98,800,000t (Z T —F : B
97,500,0007T) 2 —MRRITEER 2 ER -
H A A 4% #58,700,000C (Z T T —
F : #E#65,000,00070) 2 —RRIBITEEE
KEBA o

30.

Ch

32.

MAJOR NON CASH TRANSACTIONS

(@)  In 2001, the Group entered into finance lease arrangements in
respect of the acquisition of assets with a total capital value of

HK$600,611 at the inception of the leases.

(b)  Land and buildings disposed of during the year included land
previously contributed by the holder of a minority interest in
an equity joint venture in the PRC in fulfilment of its capital
obligation and on which the joint venture's manufacturing
facilities were situated. The joint venture company has moved
its manufacturing facilities to a different location and has given
up possession of the land to the minority equity holder in the
joint venture. The minority interest has been reduced by the

carrying value of the land and buildings accordingly.

CONTINGENT LIABILITIES

At the balance sheet date, the Company had contingent liabilities
not provided for in the financial statements in respect of guarantee
of HK$104,644,000 (2001: HK$104,644,000) for banking facilities, which
were utilised by subsidiaries to the extent of HK$58,688,161 (2001:
HK$63,860,224).

PLEDGE OF ASSETS

At the balance sheet date, investment property and certain land and
buildings of the Group with net book values of approximately HK$3.6
million (2001: HK$3.8 million) and HK$22.9 million (2001: HK$41.4
million) respectively were pledged to secure general banking facilities
to the extent of approximately HK$98.8 million (2001: HK$97.5 million),
of which approximately HK$58.7 million (2001: HK$65 million) were

utilised.
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33.

34.

RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in these financial statements, during the

year the Group had the following transactions with related parties:

() Mr. Lee Sam Yuen, John, a director, had provided a personal
guarantee of HK$100 million (2001: HK$100 million) to a bank
to secure general banking facilities granted to a subsidiary, for

which no charge is made; and

(i) Mr. Lee Deh (deceased) and Mrs. Lee Shiao Yu Cho, directors,
had jointly and severally provided personal guarantee of HK$100
million (2001: HK$100 million) to a bank to secure general
banking facilities granted to a subsidiary, for which no charge

is made.

FUTURE MINIMUM RENTAL PAYMENTS
RECEIVABLE

The Group leases out its investment property and certain land and
buildings under operating leases with average lease terms of 2 years.

The future aggregate minimum rental receivable under non-

EEERMAT cancellable operating leases are as follows:
—28=F BT F
2002 2001
Y () BE(CT)
HK$ HK$
—FR Within one year 162,500 409,960
HE_FEERLFENR In the second to fifth years inclusive - 162,500

162,500 572,460
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35. COMMITMENTS UNDER OPERATING LEASES

At the balance sheet date, the Group had total outstanding

commitments under non-cancellable operating leases, which are

payable as follows:

mt
2002

E¥ ()
HKS$

—FR Within one year 1,333,736

HE_FEEREFEN

In the second to fifth years inclusive 5,684,476

AFEUE Over five years 1,501,045

CELUEUEESS PYNS S
ZERS  BOZEBFHAE T
4 BT BT A2 -

BRRERAT

EERBRADE 2 KER AR ADH.
International Limited * — XA B R B S5
MLz EREEAT -

36.

8,519,257

1,113,435
6,810,517

4,795,623

12,719,575

Operating lease payments represent rentals payable by the Group

for certain of its office and retail premises. Leases are negotiated for

an average term of 4 years and rentals are fixed for an average of 2

years.

ULTIMATE HOLDING COMPANY

The directors consider the Company’s ultimate holding company is

D. H. International Limited, a private company incorporated in the

Cook Islands with limited liability.



