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Notes to Financial Statements

31 March 2002

CORPORATE INFORMATION

During the year, the Group was principally involved in the manufacture
and sale of plastic injection moulding machines and related products.

In the opinion of the directors, the Company’s ultimate holding company
is Cititrust (Bahamas) Limited, a company incorporated in the Bahamas.
Chen Hsong Investments Limited (“CH Investments”), a company
incorporated in Hong Kong, is the Company’s immediate holding
company.

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

The following revised and new SSAPs are effective for the first time for

the current year’s financial statements:

e SSAP 9 (Revised): Event after the balance sheet date
e SSAP 14 (Revised): Leases

e SSAP 18 (Revised): Revenue

e SSAP 26: Segment reporting

e SSAP 28: Provisions, contingent liabilities and
contingent assets

e SSAP 29: Intangible assets

e SSAP 30: Business combinations

e SSAP 31: Impairment of assets

e SSAP 32: Consolidated financial statements and

accounting for investments in subsidiaries

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

SSAP 9 (Revised) prescribes which type of events occurring after the
balance sheet date require adjustment to the financial statements, and
which require disclosure, but no adjustment. Its principal impact on
these financial statements is that the proposed final dividend which is
not declared and approved until after the balance sheet date, is no
longer recognised as a liability at the balance sheet date. The prior year
adjustment arising from the adoption of SSAP 9 (Revised) is detailed in
note 12 to the financial statements.
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Notes to Financial Statements 31 March 2002

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

SSAP 14 (Revised) prescribes the basis for lessor and lessee accounting
for finance and operating leases, and the required disclosures in respect
thereof. Certain amendments have been made to the previous
accounting measurement treatments, which may be accounted for
retrospectively or prospectively, in accordance with the requirements
of SSAP 14 (Revised). SSAP 14 (Revised) has had no major impact on
these financial statements.

SSAP 18 (Revised) prescribes the recognition of revenue and was
revised as a consequence of the revision to SSAP 9 described above.
Proposed final dividends from subsidiaries that are declared and
approved by the subsidiaries after the balance sheet date are no longer
recognised in the Company’s own financial statements for the year.
SSAP 18 (Revised) has had no major impact on these financial
statements.

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

SSAP 28 prescribes the recognition criteria and measurement bases
to apply to provisions, contingent liabilities and contingent assets,
together with the required disclosures in respect thereof. SSAP 28 has
had no major impact on these financial statements.

SSAP 29 prescribes the recognition and measurement criteria for
intangible assets, together with the disclosure requirements. SSAP 29
has had no major impact on these financial statements.
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Notes to Financial Statements 31 March 2002

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

SSAP 30 prescribes the accounting treatment for business
combinations, including the determination of the date of acquisition,
the method for determining the fair values of the assets and liabilities
acquired, and the treatment of goodwill or negative goodwill arising on
acquisition. SSAP 30 requires the disclosure of goodwill and negative
goodwill in the non-current assets section of the consolidated balance
sheet. It requires that goodwill is amortised to the consolidated profit
and loss account over its estimated useful life.

Negative goodwill is recognised in the consolidated profit and loss
account depending on the circumstances from which it arose, as further
described in the accounting policy for negative goodwill disclosed in
note 3 to the financial statements.

SSAP 31 prescribes the recognition and measurement criteria for
impairments of assets. SSAP 31 has had no major impact on these
financial statements.

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

In addition to the above revised and new SSAPs, certain minor revisions
to SSAP 17 “Property, plant and equipment” are effective for the first
time for the current year’s financial statements. The only significant effect
of the revisions to SSAP 17 is that impairment losses on fixed assets
are aggregated with accumulated depreciation in note 14 to the financial
statements. Revisions to SSAP 17 has had no effect on the net carrying
amount of fixed assets in the balance sheet.
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

These financial statements have been prepared in accordance with
Hong Kong Statements of Standard Accounting Practice, accounting
principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except for the periodic
remeasurement of certain investments, as further explained below.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries for the year ended 31 March 2002.
The results of subsidiaries acquired or disposed of during the year are
consolidated from or to their effective dates of acquisition or disposal,
respectively. All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

Subsidiaries

A subsidiary is a company whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits from
its activities. The Company’s investments in subsidiaries are stated at
cost less any impairment losses.

Associates

An associate is a company, not being a subsidiary or a jointly-controlled
entity, in which the Group has a long term interest of generally not less
than 20% of the equity voting rights and over which it is in a position to
exercise significant influence.

The Group’s share of the post-acquisition results and reserves of
associates is included in the consolidated profit and loss account and
consolidated reserves, respectively. The Group’s interests in associates
are stated in the consolidated balance sheet at the Group’s share of
net assets under the equity method of accounting, less any impairment
losses. Negative goodwill arising from the acquisition of associates,
which was not previously recognised in consolidated reserves, is
included as part of the Group’s interests in associates.
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Goodwill

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

Goodwill arising on acquisition is recognised in the consolidated balance
sheet as an asset and amortised on the straight-line basis over its
estimated useful life of 10 years.

On disposal of subsidiaries or associates, the gain or loss on disposal
is calculated by reference to the net assets at the date of disposal,
including the attributable amount of goodwill which remains unamortised
and any relevant reserves, as appropriate.

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

Negative goodwill

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

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

To the extent that negative goodwill does not relate to identifiable
expected future losses and expenses as at the date of acquisition,
negative goodwill is recognised in the consolidated profit and loss
account on a systematic basis over the remaining average useful life of
the acquired depreciable/amortisable assets. The amount of any
negative goodwill in excess of the fair values of the acquired non-
monetary assets is recognised as income immediately.
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Negative goodwill (continued)

In the case of associates, any negative goodwill not yet recognised in
the consolidated profit and loss account is included in the carrying
amount thereof, rather than as a separately identified item on the
consolidated balance sheet.

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

On disposal of subsidiaries or associates, the gain or loss on disposal
is calculated by reference to the net assets at the date of disposal,
including the attributable amount of negative goodwill which has not
been recognised in the consolidated profit and loss account and any
relevant reserves as appropriate. Any attributable negative goodwill
previously credited to the capital reserve at the time of acquisition is
written back and included in the calculation of the gain or loss on
disposal.

Related parties

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

Impairments of assets

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

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. An impairment loss is charged
to the profit and loss account in the period in which it arises, unless the
asset is carried at a revalued amount, when the impairment loss is
accounted for in accordance with the relevant accounting policy for
that revalued asset.
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairments of assets (continued)

A previously recongised impairment loss is reversed only if there has
been a change in the estimates used to determine the recoverable
amount of an asset, however not to an amount higher than the carrying
amount that would have been determined (net of any depreciation /
amortisation), had no impairment loss been recognised for the asset in
prior years.

A reversal of an impairment loss is credited to the profit and loss account
in the period in which it arises, unless the asset is carried at a revalued
amount, when the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued asset.

Fixed assets and depreciation
Fixed assets, other than construction in progress, are stated at cost
less accumulated depreciation and any impairment losses.

The cost of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and
location for its intended use. Expenditure incurred after fixed assets
have been put into operation, such as repairs and maintenance, is
normally charged to the profit and loss account in the period in which it
is incurred. In situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future economic benefits
expected to be obtained from the use of the fixed asset, the expenditure
is capitalised as an additional cost of the fixed asset.

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

Medium term leasehold land Over the lease terms
and buildings in Hong Kong

Medium term leasehold land
outside Hong Kong

Buildings outside Hong Kong

25 years

15 to 60 years

Plant, machinery, furniture
and other equipment

2 to 15 years

Freehold land is not depreciated.
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fixed assets and depreciation (continued)

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

Construction in progress represents a building under construction, is
stated at cost less any impairment losses, and is not depreciated. Cost
comprises direct costs of construction and capitalised interest charges
on related borrowed funds during the period of construction.
Construction in progress is reclassified to the appropriate category of
fixed assets when completed and ready for use.

Research and development costs
All research costs are charged to the profit and loss account as incurred.

Expenditure incurred on projects to develop new products is capitalised
and deferred only when the projects are clearly defined; the expenditure
is separately identifiable and can be measured reliably; there is
reasonable certainty that the projects are technically feasible; and the
products have commercial value. Product development expenditure
which does not meet these criteria is expensed when incurred.

Investments in securities
Investments in debt securities which are intended to be held until their
maturity for redemption are classified as held-to-maturity securities and
are stated at amortised costs less any impairment losses, on an
individual investment basis.

Investments in listed and unlisted equity in securities, which are intended
to be held for continuing strategic reasons or for a long term purpose,
are classified as investment securities and are stated at costs less any
impairment losses, on an individual investment basis.

When an impairment has occurred, the carrying amount of the securities
is reduced to its fair value, as estimated by the directors, and the amount
of the impairment is charged to the profit and loss account in the period
in which the impairment arises. When the circumstances and events
which led to an impairment cease to exist and there is persuasive
evidence that the new circumstances and events will persist for the
foreseeable future, the amount of the impairment previously charged is
credited to the profit and loss account to the extent of the amount
previously charged.
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments in securities (continued)

Securities investments, other than investment securities and held-to-
maturity securities, are classified as other investments and are carried
at their fair values as at the balance sheet date. The unrealised gains or
losses arising from changes in the fair values of these investments are
credited or charged to the profit and loss account in the period in which
they arise.

Held-to-maturity securities and investment securities with a remaining
maturity of more than one year are classified as long term investments.
Held-to-maturity securities and other investments with a remaining
maturity within one year are classified as short term investments.

Inventories

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

Cash equivalents

For the purpose of the consolidated cash flow statement, cash
equivalents represent short term highly liquid investments which are
readily convertible into known amounts of cash and which were within
three months of maturity when acquired, less advances from banks
repayable within three months from the date of the advance. For the
purpose of balance sheet classification, cash equivalents represent
cash, bank balances and bank deposits, which are not restricted as to
use.

Deferred tax

Deferred tax is provided, using the liability method, on all significant
timing differences, in the recognition of revenue and expense for tax
and financial reporting purposes, to the extent it is probable that the
liability will crystallise in the foreseeable future. A deferred tax asset is
not recognised until its realisation is assured beyond reasonable doubt.
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

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

(b) services fee income, when the services have been rendered;

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

(d)  dividend income, when the shareholders’ right to receive payment
has been established.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. Capitalisation of
such borrowing costs ceases when the assets are substantially ready
for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs capitalised.

Pre-operating expenses

Pre-operating expenses represent expenses incurred prior to the
commencement of commercial operations and are charged to the profit
and loss account when incurred.

Operating leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessee, rentals payable under the operating
leases are charged to the profit and loss account on the straight-line
basis over the lease terms.
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Dividend

Final dividends proposed by the directors are recognised as a liability,
only when they have been approved by the shareholders in a general
meeting and declared.

Interim dividends are simultaneously proposed and declared, because
the Company’s bye-laws grant the directors the authority to declare
interim dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and declared.

In previous years, the Company recognised its proposed final dividend
to shareholders, which was declared and approved after the balance
sheet date, as a liability in its balance sheet. The revised accounting
treatments for dividends resulting from the adoption of SSAP 9 (Revised)
have given rise to prior year adjustments in both the Group’s and the
Company’s financial statements, further details of which are included
in notes 12 and 27 to the financial statements.

Foreign currencies transactions

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

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

Retirement benefits scheme

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

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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Notes to Financial Statements 31 March 2002

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Retirement benefits scheme (continued)

Prior to the MPF Scheme becoming effective, the Group operated a
defined contribution retirement benefits scheme (the “DCRB Scheme”)
for those employees who were eligible and had elected to participate
in the DCRB Scheme. The DCRB Scheme operates in a similar way to
the MPF Scheme, except that when an employee leaves the Group
prior to his/her interest in the DCRB Scheme vesting fully, the ongoing
contributions payable by the Group would be reduced by the relevant
amount of the forfeited employer contributions.

Subsidiaries of the Group in the People’s Republic of China (the “PRC”),
except Hong Kong SAR, are members of the state-managed retirement
benefits scheme operated by the PRC government. The amount of
contributions payable by these PRC subsidiaries to the scheme, which
are based on a certain percentage of the salaries of the PRC
subsidiaries’ employees, are charged to the profit and loss account in
the period to which they relate and represent the amount of contributions
payable by these PRC subsidiaries to the scheme.

As required by the Labor Standard Law of the Republic of China,
subsidiaries of the Group in Taiwan, in addition to setting up a defined
benefits pension plan covering all employees, makes a monthly
contributions to a Retirement Fund, which was established in 1987 to
meet employees’ retirement benefits entitlements. The fund is
administered by the Employees’ Retirement Fund Committee (the
“Committee”) and is deposited under the Committee’s name with a
government approved financial institution, which acts as the trustee.
The contributions are set and approved by the government authorities
at 2% of the total salaries and wages paid by the Group to its employees
during the year. The Group’s contributions to the retirement fund are
charged to the profit and loss account in the period to which they relate.
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Notes to Financial Statements 31 March 2002

SEGMENT INFORMATION

SSAP 26 was adopted during the year, as detailed in note 2 to the
financial statements. Segment information is presented by way of two
segment formats:

(i) on a primary segment reporting basis, by geographical segment;
and

(i) on a secondary segment reporting basis, by business segment.

The principal activity of the Group is the manufacture and sale of plastic
injection moulding machines and related products, which is managed
according to the geographical location of customers.

Each of the Group’s geographical segments, based on the location of
customers, represents a strategic business unit that offers products to
customers located in different geographical segments. The Group’s
geographical segments are as follows:

() PRGC;

(b)  Hong Kong SAR;

(c)  Taiwan;

(d) Other Asian countries; and
(e)  The Middle East and Africa.

In determining the Group’s geographical segments, revenues and assets
are attributed to the segments based on the location of the customers.

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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4. SEGMENT INFORMATION (continued)

(@)

— T TS —
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T2 DEE

Geographical segments based on the location of customers

The following tables represent revenue, profit and certain asset,
liability and expenditure information for the Group’s geographical
segments for the year ended 31 March 2002.

DA DEREE
Segment revenue Segment results
HEFAREF
AEH Group Sales to external customers
(B FT) (HK$'000) 2002 2001 2002 2001
EE AR PRC 660,096 571,181 107,886 103,807
HBFRITHE Hong Kong SAR 176,634 236,151 21,201 28,444
e Taiwan 147,082 286,282 23,435 55,556
Hithgml B = Other Asian countries 50,460 66,904 6,319 8,799
FER R IR Middle East & Africa 50,120 35,361 6,162 4,649
Hi Others 48,426 43,395 5,878 5,346
=) Consolidated 1,132,818 1,239,274 170,881 206,601
AN D WA R f Unallocated revenue
and gains 11,036 24,951
FERNE#DHAR Corporate and unallocated
expenses (29,976) (80,062)

ES— vl Profit from operating activities 151,941 201,490
AMBEMRA Finance costs (12,587) (12,186)
fEfmAl Share of profits of:

—HEEFIRE A jointly-controlled entity - 1,663

ir=/NS Associates 4,568 5,659
PRI AR A Profit before tax 143,922 196,626
18 Tax (30,043) (39,175)
RETDERR SR Profit before minority

e interests 113,879 157,451
DENB BRI Minority interests (40,004) (36,225)
MBS R Profit attributable to shareholders 73,875 121,226

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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4. SEGMENT INFORMATION (continued)

(@)

(continued)

Geographical segments based on the location of customers

DEEE DEEE

rEH Group Segment assets Segment liabilities
(BIEFT) (HK$'000) 2002 2001 2002 2001
hEARAAME PRC 918,295 902,307 178,494 236,512
EBEFRITIE Hong Kong SAR 260,793 302,890 51,770 104,538
=h Taiwan 208,590 302,393 43,540 55,146
EheeIEZ Other Asian countries 54,947 46,610 14,926 9,795
HIEE RN Middle East & Africa 52,603 31,593 14,800 7,191
=iz} Others 56,421 33,371 14,780 7,518

1,551,649 1,619,164 318,310 420,700
N =N = Interests in associates 27,272 26,745 — —
NEDEE Unallocated assets 336,707 373,794 — —
TEDEE Unallocated liabilities — — 231,580 241,432
=1 Consolidated 1,915,628 2,019,703 549,890 662,132

HithpEER
Other segment information
HERSREERHE
Impairment losses
HEREE HithFEEER recognised in BEXER
Depreciation and  Other non-cash profit and loss Capital

rEE Group amortisation expenses account expenditure
(B F7T) (HK$'000) 2002 2001 2002 2001 2002 2001 2002 2001
mEA\RHEAS PRC 30,512 23,168 24,154 13292 1,648 — 27,444 70,291
ERRRITHE Hong Kong SAR 5212 9105 5396 14378 11,413 — 4043 8077
=} Taiwan 3256 4,046 2,524 1506 — — 803 53,129
EENER Other Asian countries 1,032 745 814 2111 1,143 — 770 6,750
HEERIE Middle East & Africa 1,023 452 819 907 1,238 — 815 5206
Hity Others 1,224 509 747 843 958 — 702 5,106
78 Consolidated 42,259 38,025 34,454 33,037 16,400 — 34,577 148,559

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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Notes to Financial Statements 31 March 2002

4,

SEGMENT INFORMATION (continued)

(b)  Geographical segments based on the location of assets
DHEEE
Group Segment assets
(HK$’000) 2002 2001
PRC 900,041 811,772
Hong Kong SAR 243,783 356,780
Taiwan 407,825 450,612
1,551,649 1,619,164
Interests in associates 27,272 26,745
Unallocated assets 336,707 373,794
Consolidated 1,915,628 2,019,703
Bz
Group Capital expenditure
(HK$°000) 2002 2001
PRC 23,259 63,323
Hong Kong SAR 9,762 6,045
Taiwan 1,556 79,191
Consolidated 34,577 148,559
(©) Business segments

All of the Group’s revenue and assets are derived from the
manufacture and sale of plastic injection moulding machines

and related products.
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Notes to Financial Statements 31 March 2002

TURNOVER

Turnover represents the net invoiced value of goods sold during the
year, after allowances for returns and trade discounts, excluding intra-

group transactions.

PROFIT FROM OPERATING ACTIVITIES

The Group’s profit from operating activities is arrived at after charging/

A TIIEIE : (crediting):
(BEE 1) (HK$'000) 2002 2001
GEREMAS Cost of inventories sold 730,778 789,624
e Depreciation 42,259 38,025
HEBEEELBE Loss on disposal of fixed assets 86 511
EEEETH Write-off of fixed assets 4,781 6,099
BEEERE Impairment of fixed assets 16,400 -
HHER Pre-operating expenses 2,243 10,401
EA-HRE] Write-off of inventories - 5,103
[E=gisic Amortisation of goodwill* 90 89
ERRUIAZ BBE Negative goodwill recognised
as income** (61) -
THIRIEFEEENZ Minimum lease payments under
RIEEESZE operating leases of leasehold land
and buildings 8,330 5,365
HERREER Research and development costs 10,708 11,998
2T v Auditors’ remuneration 1,310 1,672
STEBR (ESHMFRN Staff costs (excluding directors’
FEEs) remuneration — note 8):
T ERFN Wages and salaries 154,781 153,034
RINEHE Pension scheme contributions 5,238 3,050
HIBR = B0 HFX Less: Forfeited contributions (692) (904)
RIREHFUSEE Net pension scheme contributions 4,546 2,146
REREZRIERR Impairment of long term investments 3,006 3,000
EIREE Provision for bad and doubtful debts 8,597 5,809
BEEE Provision for inventories 17,894 12,426
ERIEE (&) P58 Exchange losses/(gains), net 1,565 (721)
FhESREZERR Dividend income from listed investments (41) (36)
ARUA Interest income (10,770) (24,951)
HERBATZ R Gain on disposal of subsidiaries (266) -

C AECEEMBEEEERGRRRS
EfiEEsTmm -

* AFCERREGRAZEFHEZED
BRERGFEERRKZEMBA RN &S
S8

* The amortisation of goodwill for the year is included in “Other operating expenses”

of the consolidated profit and loss account.

** The movements in negative goodwill recognised in the profit and loss account for
the year are included in “Other revenue and gains” of the consolidated profit and

loss account.
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Notes to Financial Statements 31 March 2002

7. FINANCE COSTS

Group
(HK$’000) 2002 2001
Interest on bank loans wholly
repayable within five years 12,587 13,932
Less: Interest capitalised - (1,746)
12,587 12,186

Interest capitalised in 2001 was calculated at a rate of approximately
5.95% per annum.

8. DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to the Listing Rules and
Section 161 of the Hong Kong Companies Ordinance is as follows:

Group
(HK$’000) 2002 2001
Fees:
Non-executive directors 147 190
Independent non-executive directors 283 190

Other emoluments:
Salaries, allowances and benefits in kind
Executive directors 6,746 11,261
Non-executive directors 294 -

Performance related bonuses

of executive directors 1,978 2,924
Pension scheme contributions 12 -
9,460 14,565
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DIRECTORS’ REMUNERATION (continued)

There were no other emoluments paid and payable to the independent
non-executive directors during the year (2001: Nil).

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

EEAH

(B#T) Number of directors
(HK$) 2002 2001
0 — 1,000,000 5 4
1,500,001 — 2,000,000 - 1
2,000,001 — 2,500,000 - 1
2,500,001 — 3,000,000 1 -
3,500,001 — 4,000,000 - 1
5,500,001 — 6,000,000 1 -
6,500,001 — 7,000,000 - 1
7 8

REMNTRESNENEEREL
Afe (CEE—Fm -

REEA » ARTHEH2,000,0008%
BRETRERLIEE -—RES
HIRESRESERSEHR27E29
B2 “BRESE 2EEN - @R
REEIRIEEARTE B ZBRE
L HEBRT » ESKEEENTRH
BIREBEIHG - Rt EER
BECEBEASSIALTEZERK
7 o

There was no arrangement under which a director waived or agreed to
waive any remuneration during the year (2001: Nil).

During the year, 2,000,000 share options were granted to a director of
the Company in respect of the services rendered to the Group, further
details of which are set out under the heading “SHARE OPTION
SCHEME” in the Report of the Directors on pages 27 to 29. In the
absence of a readily market value of the share options on the ordinary
shares of the Company, the directors are unable to arrive at an
assessment of the value of these share options. Accordingly, no value
of such share options has been charged to the profit and loss account
for the year.
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Notes to Financial Statements 31 March 2002

9. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two (2001:
four) directors, details of whose remuneration are set out in note 8 to
the financial statements above. The details of the remuneration of the
remaining three (2001: one) non-director, highest paid employees are

as follows:
Group
(HK$'000) 2002 2001
Salaries, allowances and benefits

in kind 3,758 1,453
Pension scheme contributions 33 -

3,791 1,453

The number of the non-director, highest paid employees whose
remuneration fell within the following bands during the year is set out
below:

EBEAZ
Number of employees
2002 2001

1 _
1 1
1 -

During the year, 1,600,000 share options were granted to the 3 non-
director, highest paid employees in respect of their services rendered
to the Group. In the absence of a readily market value of the share
options on the ordinary shares of the Company, the directors are unable
to arrive at an assessment of the value of these share options.
Accordingly, no value of such share options has been charged to the
profit and loss account for the year.
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10. ®IE 10. TAX
FEMNERDODEREBEENREETEBZ Hong Kong profits tax has been provided at the rate of 16% (2001:
HEHERR GANIZRE16% (ZF 16%) on the estimated assessable profits arising in Hong Kong during
E—F:16%) BiE - BEftih5a the year. Taxes on profits assessable elsewhere have been calculated
MAERAESHBLATREER at the rates of tax prevailing in the countries in which the Group operates,
FrERCME  IRE LR - BRIE based on existing legislation, interpretations and practices in respect
RIEBIETE - thereof.
REE Group
(BEETF5T) (HK$'000) 2002 2001
BIER : Current:
BB Hong Kong 2,318 2,236
Hithithle Elsewhere 23,600 28,508
FFEEEEOE Over-provision in prior year - (258)
JEIE — ByEE25 Deferred — note 25 4,125 8,689
AEERIBEZH Tax charge for the year 30,043 39,175
11. IRERESRT 11. PROFIT ATTRIBUTABLE TO SHAREHOLDERS
REARTHUBREPIHZATFE The profit attributable to shareholders for the year dealt with in the
IR SR fE 1L A7 81863,712,0007T financial statements of the Company is HK$63,712,000 (2001:
(ZEE—0 :BM43,018,000 HK$43,018,000).
T e
12. BB 12. DIVIDENDS
(B TFT) (HK$’000) 2002 2001
ARl B E A B AR Interim dividend of HK$0.04
HBi0.047T (ZEE—F - (2001: HK$0.04)
%8B 180.047T) per ordinary share 24,352 24,352
EEAER BT sk Proposed final dividend of HK$0.06
BME0.067T (—_EE— (2001: HK$0.06)
=% EM0.067T) per ordinary share 36,529 36,529
60,881 60,881

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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Notes to Financial Statements 31 March 2002

12.

13.

DIVIDENDS (continued)

The proposed final dividend for the year is subject to the approval of
the Company’s shareholders at the forthcoming annual general meeting.

During the year, the Group adopted the revised SSAP 9 “Events after
the balance sheet date” as detailed in note 2 to the financial statements.
To comply with SSAP 9 (Revised), a prior year adjustment has been
made to write back the proposed final dividend for the year ended 31
March 2001 of HK$36,529,000, which was previously recognised as a
current liability as at 31 March 2001, against the retained profits as at
31 March 2001. The result of this has been to reduce both the Group’s
and the Company'’s current liabilities and to increase the retained profits
previously reported as at 31 March 2001, by HK$36,529,000.

The effect of this change in accounting policy as at 31 March 2002, is
that the proposed final dividend of HK$36,529,000 for the year ended
31 March 2002 has not been recognised as a current liability as at 31
March 2002, whereas in previous years it would have been recognised.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the Group’s
profit attributable to shareholders for the year of HK$73,875,000 (2001:
HK$121,226,000) and on 608,807,600 (2001: 608,807,600) ordinary
shares in issue during the year.

The calculation of diluted earnings per share is based on the Group’s
profit attributable to shareholders for the year of HK$73,875,000 (2001:
HK$121,226,000) and on 610,673,461 (2001: 608,935,771) ordinary
shares, being 608,807,600 (2001: 608,807,600) ordinary shares in issue
during the year used in the basic earnings per share calculation; and
the weighted average of 1,865,861 (2001: 128,171) ordinary shares
assumed to have been issued at no consideration on the deemed
exercise of all share options outstanding during the year.
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14. BEBEE 14. FIXED ASSETS
128 ~ R
R EhE%{E
Plant,
machinery,
THIRIESF FEBTE furniture and
AEEH Group Land and Construction other f|Et
(B FT) (HK$'000) buildings in progress  equipment Total
RIE : Cost:
FREF) At beginning of year 472,616 21,798 437,630 932,044
NE Additions 3,206 614 30,757 34,577
HERBEAT Disposal of subsidiaries - - (1,300) (1,300)
HE Disposals (215) (10,463) (5,068) (15,746)
HiER Write-off - (4,781) - (4,781)
B Transfers 1,879 (3,348) 1,469 -
RIRRFEE Exchange realignment (4,858) - (3,477) (8,335)
RIEE"HE
=A=+—H At 31 March 2002 472,628 3,820 460,011 936,459
RIEME Accumulated depreciation
RBIE : and impairment:
FREFD At beginning of year 63,707 - 247,455 311,162
REE R Provided during the year 12,355 - 29,904 42,259
FARIEMRK Impairment during the year
fEsRZ recognised in the profit
BB and loss account 16,400 - - 16,400
HENREAT Disposal of subsidiaries - - (1,060) (1,060)
e Disposals (60) - (4,224) (4,284)
RIRREE Exchange realignment (279) - (2,230) (2,509)
=A=+—H At 31 March 2002 92,123 - 269,845 361,968
IRENRE : Net book value:
=B=+—H At 31 March 2002 380,505 3,820 190,166 574,491
RIEE—F
—A=1+—H At 31 March 2001 408,909 21,798 190,175 620,882

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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14. BEEE (18)

LR ArEBFEIMRET
DL -

rEE
(BIEFT)

14.

Notes to Financial Statements 31 March 2002

FIXED ASSETS (continued)

The Group’s land and buildings included above are analysed as follows:

LR TR BT
EEBZHRHRZZH
EEBLUN tEC FHIZEH)

TEBLUNME 2 KA FEE
THIRIET

Group
(HK$’000) 2002 2001
Leasehold land and buildings held under:
Medium term leases in Hong Kong 145,768 145,768
Medium term leases outside
Hong Kong 228,382 223,510
374,150 369,278
Freehold land and buildings held
outside Hong Kong 98,478 103,338
472,628 472,616

AEETEEBUNMEBECETEZTE
JOFREREZHY o

Z /NS
(BHEFIT)

The Group’s construction in progress are situated outside Hong Kong

and are held under medium term leases.

JRIE -
REA)
nNE

L

\CEE-F=A=1+—8

KIEMEREIE :
REA)
NEEREE
LB

R_EE_F=R=1—H

RESIE -
R-EE_F=A=1—H

R_EE—F=A=1—H

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED

B EL 5L i

Company Furniture and
(HK$°000) other equipment
Cost:

At beginning of year 11,945

Additions 293

Disposals (758)
At 31 March 2002 11,480
Accumulated depreciation and impairment:

At beginning of year 7,827

Provided during the year 1,375

Disposals (594)
At 31 March 2002 8,608
Net book value:

At 31 March 2002 2,872

At 31 March 2001 4,118
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15. B 15. GOODWILL
AEEH Group =g
(BEETF5T) (HK$’000) Total
RIE : Cost:
REPR_BE_F=F=+—H At beginning of year and at 31 March 2002 7,359
RIEEHS - Accumulated amortisations:
NG At beginning of year 6,993
REE R Amortisation provided during the year 90
RIEE_F=B=1+—H At 31 March 2002 7,083
IRENFE - Net book value:
RIEE_F=F=1t—H At 31 March 2002 276
CEE—F=B=1T—"H At 31 March 2001 366
AEBECKRMESERERASEI05R The Group has adopted the transitional provision of SSAP 30 which
ABBNERS » AR ET IR AR permits goodwill and negative goodwill in respect of acquisitions which
NEELRIEHMINECEENER occurred prior to the current financial year, to remain eliminated against
EoRIBEET AT S RBENEDSH consolidated reserve or credited to capital reserve, respectively.
=
R_EE—FOA—HR-EE The amount of negative goodwill remaining in capital reserve, arising
F=B=1+—H  ARBEREL T from the acquisition of subsidiaries was HK$1,504,000 as at 1 April
FESXZ BEBEMRIEST AELH 2001 and 31 March 2002. The amount of negative goodwill is stated at
il 28438 181,504,0007T ° LUFE its cost which arose in prior years.
FEZEBEIILNAIER -
16. RMIEASZER 16. INTERESTS IN SUBSIDIARIES
¥ /N=| Company
(BHFT) (HK$'000) 2002 2001
FF LMD - HIRIE Unlisted shares, at cost 172,370 172,370
FEIN B /A SRR Due from subsidiaries 853,101 661,171
[EI B TR Due to subsidiaries (403,340) (318,528)
622,131 515,013

ENELIRIUIERR -
REBEEREE o

ﬁ TN

FENERTZFIBIIRETIES2
Bl -

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

Particulars of the principal subsidiaries are set out on pages 79 to 82.

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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17.
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r%EE
(B#F7T)

BILEEFE
RNBRELECEHE

skt S

&
=
T

SIENLE]

S
i3
D

i

AEEDRMS T EFHEREI05HR
ZBENMERY » BAR AT IR A
HREELUREENBBHERED
EORIEESI A TG RIBRNELRE
i o

RIEE—FNE—HR_EE_
F=A=1+—H  RIBEKZ2,3
BTSEE B2 RIESTAE
AREEC &EEBEET781,0007T © A
FEEZEBmEIILUNAIEE -

AEERTAEBEBERTIZRE
w781 4,568,0007T (—EE—
T+ B85 659,0007T) ©

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED

Notes to Financial Statements 31 March 2002

17. INTERESTS IN ASSOCIATES

Group

(HK$’000) 2002 2001

Share of net assets 20,939 17,186

Negative goodwill on acquisition (303) -
20,636 17,186

Due from associates 6,636 9,559
27,272 26,745

The Group has adopted the transitional provision of SSAP 30 which
permits goodwill and negative goodwill in respect of acquisitions which
occurred prior to the current financial year, to remain eliminated against
consolidated reserves or credited to the capital reserve, respectively.

The amount of negative goodwill remaining in capital reserve arising
from the acquisition of additional interest in an associate was
HK$781,000 as at 1 April 2001 and 31 March 2002. The amount of
negative goodwill is stated at its cost which arose in prior years.

The Group’s share of net profits retained by associates for the year
amounted to HK$4,568,000 (2001: HK$5,659,000).
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17. HREEREZER (18) 17. INTERESTS IN ASSOCIATES (continued)
RIEE_F=B=+—H & The Group’s share of the post-acquisition retained profits of associates
BEGHEATNERZREBEM as at 31 March 2002 was HK$5,877,000 (2001: HK$1,309,000).
RBM5,877,0000T (Z_EE—F :

B #%1,309,0007T)
EWESS A RIBDMEIKE . 2R The amounts due from associates are unsecured, interest-free and have
REEEEFME - no fixed terms of repayment.
FE N ZFFMAT - Particulars of the associates are as follows:
MR EEMES AEBERGERERLE
[HE3 Place of Percentage of
=B Business registration ownership interest FEXR
Name Structure and operations attributable to the Group  Principal activities
2002 2001
IEfEECIEIEE - = AN hE AR 40 40 BE R IHEE D%
ERREERAT Corporate HANE Manufacture and
Shunde Battenfeld People’s sale of extrusion
Chen Extrusion Republic of China machines
Systems Limited
IEfEmE M ENE AN hE AR 25 25 IREIEE
BRAE Corporate HANEH Iron casting
Shunde Fuxiong Machinery People’s
Company, Limited Republic of China
IBfEm = EAEEER AN FhEAR 37.04 30 BER IHEINEE
REBRAT Corporate HANE HAZE AR By 1
Shunde Krupp People’s Manufacture and
Chen Plastics Technology Republic of China sale of blow

Company, Limited

moulding machines

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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rEE
(BIEFIT)

REIKE
LigEmKE - RRIE

FEMEMEBESRE -
RIR(E

FLEMHBERMAERES
RBRRE

i

(EEEY
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AEH
(BIETFT)

SHE
FEMFEERIHES
IRERERE
Y IER

FEMKRE - IEME

FLMRERRERKRER—H
a88nT ZATRFIEERKE
ARMEERERSEMN - ATl
HFRERS  REERKER—GE
AT AT EERELRF
B CBRIERYE -

LMK EETERTNES
BEZBREMES -

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED

Notes to Financial Statements 31 March 2002

18. INVESTMENTS
Group
(HK$’000) 2002 2001
Long term investments
Listed equity investments, at cost 346 346
Unlisted equity investment
securities, at cost 170,539 162,345
Unlisted held-to-maturity securities,
at amortised cost 7,800 7,800
178,339 170,145
Provision for impairment (54,282) (51,276)
124,057 118,869
124,403 119,215
Market value of listed long term
investments 758 661
Group
(HK$'000) 2002 2001
Short term investments
Unlisted held-to-maturity securities,
at amortised cost 17,425 17,425
Provision for impairment (17,425) (17,425)
Unlisted investment, at market value 19,500 -
19,500 -

The unlisted long term equity investments represent investment in a
Taiwanese company, which is engaged in the manufacture and sale of
spare parts, sub-assembly metal parts, moulding products, etc. for
the aerospace industry, and an indirect interest in a joint venture
company, which is engaged in the development of a commercial

property in Shanghai, the PRC.

Unlisted short term investments comprise arbitrage funds, commercial

papers and overseas debentures.
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19. B8 19. INVENTORIES
AEEH Group
(B TFoT) (HK$’000) 2002 2001
JR% Raw materials 135,790 140,242
Pa Work in progress 76,766 109,589
RUAY 0B Finished goods 55,348 83,250

267,904 333,081

RIEE_F= Jﬂ =+—H L3l The carrying amount of inventories included in the above that are carried
BFHERRIEEFEIRZLT at net realisable value was HK$9,131,000 as at 31 March 2002 (2001
551 B9 131,000 (—_EE— HK$16,954,000).
F : BH816,954,0007T) °

20. FEWNE SRR 20. TRADE RECEIVABLES

—REFPLEZRAAEDRIER
UM - ZEERBEBI LT ZEE
MRREEBRFEEEE - —KREE
HABR7330XE 180K - BUIFFIIER
EEEE - AEEMIEBEHE
& AR UEN < [EER AR EE RN -
BREERREEEZERE - EEEL
REHRIREY B A FRERER -

RIGEHZBNEZRNZRE D
AR -

Trading terms with customers are mostly on credit. Customers are
granted credit at the discretion of the Group in accordance with their
respective business strength and creditability. Normal credit period is
between 30 days to 180 days. Each customer has a credit limit. The
Group seeks to maintain strict control over its outstanding receivables
and its credit terms serve to minimise credit risk. Overdue balances are
regularly reviewed by management.

An ageing analysis of the trade receivables as at the balance sheet
date is as follows:

AEEH Group

(BHETFoT) (HK$’000) 2002 2001

REIER Current 262,167 256,479

—ZEN+X 1-90 days 58,586 36,545

N+—XRE—FH/\+X 91-180 days 10,930 26,012

BE—a/N\t+Xx Over 180 days 10,258 10,267
341,941 329,303

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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Notes to Financial Statements 31 March 2002

21. CASH AND CASH EQUIVALENTS

AEEH P /NS
Group Company
(BMEFor) (HK$’000) 2002 2001 2002 2001
RERIRITHERS Cash and bank balances 163,946 140,306 1,518 9,063
EHG Bank deposits 336,706 373,797 157,297 255,176
500,652 514,103 158,815 264,239

22. EVESREEIRMN

RiGEHZBUEZRNZRED

22. TRADE AND BILLS PAYABLES

An ageing analysis of the trade and bills payables as at the balance

AT - sheet date is as follows:
REE Group
(BMEFoT) (HK$'000) 2002 2001
REIEA Current 94,400 133,663
—ZEN+X 1-90 days 20,942 37,115
N+—XE—FH/\+X 91-180 days 1,812 13,724
Be—a/\1TX Over 180 days 2,581 1,019
119,735 185,521
23. EtENFREESIEE 23. OTHER PAYABLES AND ACCRUALS
AEEH P /NS
Group Company
(BMEF5T) (HK$'000) 2002 2001 2002 2001
EWNEIE Deposits received 24,651 36,723 - -
A TDE Loan from a minority
R ER shareholder of a subsidiary - 1,650 - -
fEETIEEREMERE Accruals and other liabilities 150,140 172,554 8,685 11,903
174,791 210,927 8,685 11,903

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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24. RITE - BEH 24. BANK LOANS, UNSECURED
AEEH Group
(BEEFT) (HK$'000) 2002 2001
B3=Ef ¢ Repayable:
—E AR Within one year or on demand 135,767 227,720
E=FENTF In the third to fifth years, inclusive 89,200 -
224,967 227,720
SIWEREIBECFRIE Portions classified as current liabilities (185,767)  (227,720)
REREMD Non-current portion 89,200 -
RIBEE"_HF=—HA=1T—H && As at 31 March 2002, the Group’s bank loans were supported by
B2 RITERHALTIRMEER - corporate guarantees executed by the Company.
25. BIEMIE 25. DEFERRED TAX
AEEH Group
(BEE 1) (HK$'000) 2002 2001
NG At beginning of year 24,249 16,853
FAHIBR — KIEE10 Charge for the year — note 10 4,917 8,689
O — KIEE10 Write back — note 10 (792) -
BANELIRF Withholding tax paid on repatriation of
P& IS IR IR earnings from overseas subsidiaries (4,647) 1,371)
IR Exchange realignment 57 78
R=FA=+—H At 31 March 23,784 24,249

AEECERERBIEERERZBE
BBRRAESEERIBEES

The principal components of the Group’s provision for deferred tax and
the net deferred tax asset position not recognised in the financial

BEFEENIEBUT ¢ statements are as follows:
L s

REEH Group Provided Not provided
(B FT) (HK$’000) 2002 2001 2002 2001
IR E R E LR Accelerated depreciation

allowances 3,597 3,597 330 681
AR RS Tax losses (1,218) (1,218) (11,126) (9,418)
BNREBER Earnings retained overseas 21,405 21,870 - -

23,784 24,249 (10,796) (8,737)

AEBRAL DL EEXETELE
RIEEEMHEER -

The Group and the Company had no significant potential deferred tax
liabilities for which provision has not been made.

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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26. AR 26. SHARE CAPITAL
(BHSFoT) (HK$’000) 2002 2001
AT ¢ Authorised:
1,000,000,0000% & @ A% 1,000,000,000 ordinary
I EM0.107T shares of HK$0.10 each 100,000 100,000

ERTREERE -
608,807 ,600/% @ A%
=% EEL0.107T

Issued and fully paid:
608,807,600 ordinary
shares of HK$0.10 each 60,881 60,881

BRE

ARTRBE-BBRIESE ([R1T
T8l » HFEBEIRE27E208E
SEWEERBRETE K-

RAFEN - RIBRITEEIPTIRE
BERIEZEEUT -

Share options

The Company operates a share option scheme (the “Existing Scheme”),
further details of which are set out under the heading “SHARE OPTION
SCHEME” in the Report of the Directors on pages 27 to 29.

Details of the movements in the share options granted under the Existing
Scheme during the year are set out as follows:

BUTERITEEYRBEFI AT ERCBIIEHE
Number of share options to subscribe for ordinary
shares of the Company at an exercise price per share of

BITTHK$1.008 BTHK$1.050 #&ITHK$1.059 A% Total

R_EE—FMA—H At 1 April 2001 3,200,000 - - 3,200,000

Ei-dun] Granted - 10,100,000 300,000 10,400,000

13f#8 Exercised - - - -

KR Lapsed (1,100,000) (720,000) - (1,820,000)
RIBEE"_F=H

=+—H At 31 March 2002 2,100,000 9,380,000 300,000 11,780,000

RIEARTERIZERALEE @5
RIEE_F=HB=+—HXFKITEF
LERESEESDE  ANEHE
1B ZEN 821711,780,000% AL EHE
01072 E @ » MALTUENZIR
SIESREME12,283,5000T (RH]
IREREITHRDES -

The exercise in full of the outstanding share options as at 31 March
2002 would, under the present capital structure of the Company, result
in the issue of 11,780,000 additional ordinary shares of HK$0.10 each
of the Company and cash proceeds to the Company are
HK$12,283,500 before the related share issue expenses.

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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27. @ 27. RESERVES
EZXED EREE
fEfE fEfis
BRE  Capital BARE EEEE —MERE  Exchange  REEF

piE ] Group Share redemption Capital  Statutory  General fluctuation Retained 5
(BEF1) (HK$000) premium  reserve  reserve  reserve  reserve  reserve profits Total

tE—H At 1 April 2000

— BEH - As previously reported 476,755 295 33,649 - 2,351 (29,191) 615,650 1,099,509

— RMZEER - Effect of

EBIE95 adopting
(f&183]) SSAP 9
a7 (Revised) - - - - - - 12,176 12,176

— EHAE - As restated 476,755 295 33649 - 2351 (29191) 627,826 1,111,685
WERBAT Acquisition of a subsidiary - - 1,465 - - - - 1,465
BERENETZ Acquisition of additional

BEER interest in an associate - - 781 - - - - 781
(REBETI B Transfer from retained profits* - - 350 1,544 - - (1,894) -
EREHE Exchange realignment - - - - - (10,487) - (10,487)
REFEA Net Profit for the year - - - - - - 121,226 121,226
TR Interim dividend - - - - - - (24352)  (24,352)
HE EESF Final dividend for the

=B=1+—Hit year ended

EECRBER 31 March 2000 - - - - - - (12178)  (12,176)
“EE-F

=B=+-H At 31 March 2001 476,755 295 36,245 1,644 2,351 (39,678) 710,630 1,188,142

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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27. f{&EfE (18) 27. RESERVES (continued)
EZEL EREH
Al 4]
RIpEE  Capital BAFERE EEEE —MERE Exchange RERA

&R Group Share redemption ~ Capital Statutory  General fluctuation Retained 1Bt
(BEFr) (HK$'000) premium  reserve  reserve  reserve  reserve  reserve profits Total
RIEZE-F

PiE—H At 1 April 2001

— BER - As previously reported 476,755 295 36,245 1,544 2,351 (39,678) 674,101 1,151,613

— RS ER ~ Effect of

HERZ295 adopting
(82D SSAP 9
-7 (Revised) - - - - - - 36,529 36,529

— BHAER - As restated 476,755 295 36,245 1,644 2,351 (39,678) 710,630 1,188,142
(RERTEEE" Transfer from retained profits* - - 10,578 572 - - (11,150) -
EREE Exchange realignment - - - - - (8,823) - (8,823)
AESEA Net profit for the year - - - - - - 73,875 73,875
RERE Interim dividend - - - - - - (24352)  (24,352)
HE_EE-F Final dividend for the

=B=1+—-HIt year ended

FECRBES 31 March 2001 - - - - - - (36529)  (36,529)
EETF

=B=+-H At 31 March 2002 476,755 295 46,823 2,116 2,351 (48,501) 712,474 1,192,313
HREBR : Reserves retained by:
AAERKBAT  Companies and subsidiaries 476,755 295 46,823 2,116 2,351 (48,708) 706,597 1,186,229
BEng Associates - - - - - 207 5,877 6,084
RIZEZ

=B=+-H At 31 March 2002 476,755 295 46,823 2,116 2,351 (48,501) 712,474 1,192,313
ANAERKBAT  Companies and subsidiaries 476,755 295 36,245 1,644 2,351 (39,885) 709,321 1,186,626
BEng Associates - - - - - 207 1,309 1,516
R_EEEF

=B=+-H At 31 March 2001 476,755 295 36,245 1,644 2,351 (39,678) 710,630 1,188,142

Y BB RTEARE DB ER

* In accordance with the Company Law of Taiwan, Asian Plastic Machinery Company,

NEREHEMEEDBERADIESZ—
HPREENERE—FARBIER
fiRED - EEREARBREINZATE
IWEAEDZATE  SUEXEER
BA MZEARBNIARZIBE
B -REERD ZELAHBERBE
33,648,00070 (_Z|EE—1F : 818
33,118,00075) °

Limited and Chen Hsong Machinery Taiwan Company, Limited are required to transfer
a portion of their profits after tax to a capital reserve, which is non-distributable.
When the capital reserve has accumulated to 50% of the capital, up to 50% of the
capital reserve may be capitalised. The capital reserve may be utilised at any time to
offset any deficit. At the balance sheet date, such capital reserve amounted to
HK$33,648,000 (2001: HK$33,118,000).

RIEFERABBERRZEM - TR
RAEZ BN TERBEEMDFRE
BNEAERE  BEEZBERBRER
BEEHGMELRZ50% -

In accordance with the Law of the PRC on Sole Foreign Investment Enterprises,
certain of the Company’s PRC subsidiaries are required to transfer a portion of their
profit after tax to the statutory reserve fund until the accumulated total reaches 50%
of their registered capital.

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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27.

BEFE > RNEHRNERIRIZE
MEANTETMELETEEZE
EEMBEST ANERRER - WHRET
FRIRFRMEE 15 17RERE -

RESERVES (continued)

Certain amounts of negative goodwill arising on acquisition of
subsidiaries and additional interest in an associate in prior years remain
credited to the capital reserve as explained in notes 15 and 17 to the
financial statements.

EAXEO
e
RiniEE Capital ERRR RERF

¥ /N=] Company Share redemption Contribution Retained fREt
(BT T) (HK$°000) premium reserve surplus profits Total
RCEEZ

mBE—H At 1 April 2000

— HIZ2#K - As previously reported 476,755 295 134,120 82,410 693,580

— RINZEER — Effect of

AEBI B9 adopting
(&18E7) SSAP 9
LEE (Revised) - - - 12,176 12,176

— EFAR — As restated 476,755 295 134,120 94,586 705,756
RE PR Net profit for the year - - - 43,018 43,018
hHEAR = Interim dividend - - - (24,352) (24,352)
HE_SEEF Final dividend for the

=A=+—HIt year ended

FEZREARR 31 March 2000 - - - (12,176) (12,176)
TEE-

=BA=+—H At 31 March 2001 476,755 295 134,120 101,076 712,246

B EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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27. RESERVES (continued)

EAEO
54
B iniEE Capital ERER RERET
AT Company Share redemption Contribution Retained gt
(BT T) (HK$’000) premium reserve surplus profits Total
mE—H At 1 April 2001
— BIZH - As previously reported 476,755 295 134,120 64,547 675,717
— RINEETER — Effect of
HER| S 95% adopting
GBIEET) SSAP 9
L EE (Revised) - - - 36,529 36,529
— EFAR — As restated 476,755 295 134,120 101,076 712,246
REFERA Net profit for the year - - - 63,712 63,712
hER R Interim dividend - - - (24,352) (24,352)
BHE_EE—5F Final dividend for the
=B=+—HIt year ended
FEZRERER 31 March 2001 - - - (36,529) (36,529)
TEETHF
=A=1+—H At 31 March 2002 476,755 295 134,120 103,907 715,077

ARYZEFBBEREILTR—
N—FNREEEEHFREEN
BRIk AT EEBEETH
ERB\ZARIKRIDIREEZ B
Be-REARE-NN\—FLT
B AREICERBEBRRELBR
THHDIRTEE -

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED

The contributed surplus of the Company represents the excess of the
fair value of the shares of the subsidiaries acquired pursuant to the
Group’s reorganisation in September 1991 over the nominal value of
the Company’s shares issued in exchange therefor. Under The
Companies Act 1981 of Bermuda, the Company may make distributions
to its members out of contributed surplus in certain circumstances.



BIF5ERIHTEE —

28. IFRARERERMEE

() REXBAEIEFNERZAA

Notes to Financial Statements 31 March 2002

Reconciliation of profit from operating activities to net cash

28. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT

FRERERENTR inflow from operating activities
(BEEF5T) (HK$000) 2002 2001
I ZEBAITE 2 AT Profit from operating activities 151,941 201,490
FEUA Interest income (10,770) (24,951)
HENEA T &R Gain on disposal of subsidiaries (266) -
FhRERS Dividend income from listed
investments (41) (36)
EEEEH Write-off of fixed assets 4,781 6,099
HEBEEEERDIE Loss on disposal of fixed assets 86 511
BEEERE Impairment of fixed assets 16,400 -
e Depreciation 42,259 38,025
B Amortisation of goodwill 90 89
fERRUAZ BFE Negative goodwill recognised
bS] as income (61) -
REIREZRIE Impairment of long term
investments 3,006 3,000
55T Write-off of inventories - 5,103
GE%SEH Provision for inventories 17,894 12,426
ERERIE(E Provision for bad and doubtful
debts 8,597 5,809
FEULEE SN BIIRFR Decrease/(increase) in amounts
B, GBI due from associates 2,922 (237)
e —HEEH AT Decrease in amounts due to
RFBA a jointly-controlled entity - (463)
FERD S GEID Decrease/(increase) in inventories 39,910 (44,003)
FEUSBRFRER AL 0 Increase in trade receivables (32,019) (71,579)
E]E ~ TEYUER Decrease/(increase) in deposits,
HUBEUERFR prepayments and other
B GBI receivables 12,718 (28,621)
ENEBS R EEIRDR Increase/(decrease) in trade
|0, CEA) and bills payables (60,177) 71,908
HEMEN IR EET Increase/(decrease) in accruals
BEEN/ OB and other liabilities (17,785) 18,534
EWETERD Decrease in deposit received (12,072) (2,701)
REEBIRE Net cash inflow from
RAFEE operating activities 167,413 190,403
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28. IFEEETRERMEE (B 28. NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT (continued)
(b) TFEARIEE:ON (b)  Analysis of changes in financing activities during the years
BT
DERZEEMN
Loan from a DEETER
minority HE#
fR1TE shareholder of Minority
(B FoT) (HK$’000) Bank loans  a subsidiary interests
RIEEEFPMAE—H At 1 April 2000 155,307 1,650 65,049
MERSARNFRE Net cash inflow from
financing activities 75,316 - 311
WS AT Acquisition of a subsidiary 1,887 - -
ENHIREA TN Share of currency translation
a2 on overseas subsidiaries - - 236
BB AT Z Share of net assets on
BEFEDR acquisition of a subsidiary - - 6,727
B SEH D Share of net profits of subsidiaries - - 36,225
FEXREH) 2 Effect of foreign exchange
BB rate changes, net (4,790) - -
RTEE—F At 31 March 2001
—A=+—H and
== 1 April 2001
AE—H 227,720 1,650 108,548
MERE Net cash inflow from
MANPEE financing activities 3,516 - -
HENBA T Disposal of subsidiaries - (1,650) (403)
MEBAEZEKE Dividends of subsidiaries - - (35,605)
M EAEET i Share of net profits of subsidiaries - - 40,004
[EEREE) 2 Effect of foreign exchange rate
FEBE changes, net (6,269) - -
RTEET
=A=t+—H At 31 March 2002 224,967 - 112,544

Ei#EEBFR/AT CHEN HSONG HOLDINGS LIMITED
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Notes to Financial Statements 31 March 2002

28. NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT (continued)
HEWBAT Disposal of subsidiaries
(B ToT) (HK$°000) 2002
HEBERE : Net assets disposed of:
BEEE Fixed assets 240
58 Inventories 2,431
fEULE Z R AN Trade receivables 615
51 ~ TETER EMEUER Deposits, prepayments and other receivables 3,834
RERBTHES Cash and bank balances 350
BT E Z IR Trade payables (40)
EASDEIEERENR Loan from a minority shareholder of
a subsidiary (1,650)
[EETEEREMERE Accruals and other liabilities (3,470)
DEATERIED Minority interests (403)
1,907
HERBATZ & Gain on disposal of subsidiaries 266
2,173
IFRTTA - Satisfied by:
RE Cash 2,173

HEMBRICRERIRES

An analysis of the net outflow of cash and cash equivalents in

EBYRLSEDTUT respect of the disposal of subsidiaries is as follows:

(B ToT) (HK$’000) 2002

REFE Cash consideration 2,173

HEMNRERIRITHE Cash and bank balances disposed of (350)

HEWBATZIRER Net inflow of cash and cash equivalents in
REZERNPRE respect of the disposal of subsidiaries 1,823

REAHENINBELIHAE
EXFENIRTME - £
RIERESSRFNTESEAE
Bt o

The subsidiaries disposed of during the year made no significant
contribution to the Group in respect of the cash flows, turnover
and net profit attributable to shareholders for the year.
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29.

FAREIR

REEREH  REBEEHBR
RZBAREBEUT -

/NS
(BIEFT)

e FMHEBATEEM
REIRITAVER

30.

31.

R_EE_F=—HBA=1+—HAFRNT

e FHBLAIEEMRHE TR/
BRIEEREESRENBE®
224,967,0007T (—_EE—F : &8
225,833,00075) °

0] RIEE"F=RA=1—H"
AEFDHERETTEAR
HMERREZERERWEA
g EHERESEN B
31,140,00077 (—EE—5F :
Bi23,042,0007T) ° ANEH
Lt hs e A REFNER 2 MY
BATIREE T EEEYES
KERE B EAFES LN
71 517,000 (—_EE—
o - 82 239,0007T) °

iy MRKRIEE"F=B=1+—H:"
AEB RN HEE R SR A2 X
ERZSEBMET7,357,0007T (Z
EE—HF:#H) o

RiEEH » 2R HEE KBKIE
(CEE—F 8 -

RAEALRS

REAR » NEELERE24,500,0007T
(CZEE—F : B1859,878,0007T)
B—EE RS LENREBIHEERD

FTiEH 2 B EIRTEERTA -
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29.

CONTINGENT LIABILITIES

At the balance sheet date, contingent liabilities not provided for in the
financial statements were as follows:

Company

(HK$’000) 2002 2001

Guarantees given to banks in
connection with facilities granted
to subsidiaries

434,438 375,370

30.

31.

At 31 March 2002, the guarantees given by the Company to banks in
connection with facilities granted to subsidiaries were utilised to the
extent of approximately HK$224,967,000 (2001: HK$225,833,000)

COMMITMENTS

(i) At 31 March 2002, the Group had entered into agreements to
invest up to approximately HK$31,140,000 (2001:
HK$23,942,000) in associates and subsidiaries in the PRC. The
Group had capital commitments, which were contracted but not
provided for, in respect of the construction of industrial buildings
in the PRC amounting to approximately HK$1,517,000 (2001:
HK$2,239,000) related to these subsidiaries.

(i) At 31 March 2002, the Group had commitments under a forward
foreign exchange contract of approximately HK$7,357,000
(2001: Nil).

At the balance sheet date, the Company had no significant
commitments (2001 Nil).

RELATED PARTY TRANSACTIONS

During the year, the Group purchased raw materials amounting to
HK$24,500,000 (2001: HK$59,878,000) from an associate at prices
and conditions similar to those offered by unrelated suppliers of the
Group.
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32.

33.

34.

HEHERZER

E_EE_FMB_+MNE A%
BosENBE AT LERNRIEGR
AT (MEE)) HIEEmMEESR
TERERAT (MEE)) BRERE
BEE CFRI) BRASSEREE
BEEE (TaE)) - MERSK
B ARHE4 356,00077 (FTEHH
BH84.109,000) INBREEBRIFEZ
BT AT £ 1T B 8% (R R EE EB R AT
BREAT (IE=)) MEaLHZ
A9%RTE (TRZHE)) - INBECE
TEUEER_EE—TFT+_B=
+—HREEFEBERER » K
EEEERBEN -

REERH  RERAEEZMH
BrT ARTHEBES 1% KERE
m MEREELIBRE BB
49% BERERED - At - IRBE
BHMERZMBRATEZS LMHR
Al MERALIMEALREG
EBIRRERS

RIEEZTFRAR”-+MUH - &8
CHERNEER > MAWRES
EER AR BMES,447,0007T °

LEBEF

ERAFERMNE THIREZE
STEFER (MPBHRIGE2EE—
THE - MBEBRRASTEER
TR BRI RIER 2WEKEEILL
NEFRE - ALt » 5 FEFHE
EREFERE FTLLRBTEHEERN
DRLUBREAFEZEROI °

CUESE e il

IWHBRZER_EE_FTH/N
HISESEEM -
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32.

33.

34.

POST BALANCE SHEET EVENT

On 24 April 2002, Productive Heat Treatment Company Limited
(“Productive Heat”), a wholly-owned subsidiary of the Group, entered
into a share transfer agreement (the “Agreement”) with Nanbao Air-
Conditioning Engineering Company Limited (“Nanbao”) and Taike
Hydraulic Equipment (Shenzhen) Co., Ltd., under which Productive Heat
acquired from Nanbao a 49% equity interest (“Sale Interest”) in the
registered capital of Chen Ning Plastics Machinery Company, Limited
(“Chen Ning”), for a total consideration of approximately RMB4,356,000
(equivalent to approximately HK$4,109,000). The consideration was
determined based on the net asset value of Chen Ning as at 31
December 2001 and was arrived at after arm’s length negotiations.

As at the date of the Agreement, Chen Ning was a subsidiary of the
Group in which it held 51% of equity interest. Nanbao was a substantial
shareholder of Chen Ning in which it held 49% of equity interest.
Accordingly, Nanbao was a connected party of the Company and the
Agreement constituted a connected transaction of the Company under
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited.

On 24 May 2002, conditions of the Agreement were fulfilled and the
Agreement became unconditional and was completed. Negative
goodwill arising from the acquisition thereof amounted to approximately
HK$3,447,000.

COMPARATIVE AMOUNTS

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

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by
the board of directors on 8 July, 2002.
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