NOTES TO THE ACCOUNTS M H W 5k

1. PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the

preparation of these accounts are set out below:

(a)

(b)

Basis of preparation

The accounts have been prepared in accordance
with accounting principles generally accepted in
Hong Kong and comply with accounting standards
issued by the Hong Kong Society of Accountants
(“HKSA”). They have been prepared under the
historical cost convention modified by the
revaluation of investment properties and other
properties, and the marking to market of certain
investments in securities as explained in the

accounting policies set out below.

In the current year, the Group adopted the following
Statements of Standard Accounting Practice
(“SSAPs”) issued by the HKSA which are effective
for accounting periods commencing on or after 1
January 2002:

SSAP 1 (revised) : Presentation of financial

statements

SSAP 11 (revised) : Foreign currency translation

SSAP 15 (revised) : Cash flow statements

SSAP 34 (revised) : Employee benefits

Group accounting

The consolidated accounts include the accounts of
the Company and its subsidiaries made up to 31
December. Subsidiaries are those entities in which
the Group controls the composition of the board of
directors, controls more than half of the voting
power or holds more than half of the issued share

capital.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
profit and loss account from the effective date of
acquisition or up to the effective date of disposal,

as appropriate.
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NOTES TO THE ACCOUNTS JIk H B 5k

1.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(b)

(c)

(d)

Group accounting (continued)

All significant intercompany transactions and
balances within the Group are eliminated on

consolidation.

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

dividends received and receivable.

Investments in subsidiaries

Investments in subsidiaries in the Company’s
balance sheet are stated at valuation which
represents the net asset value as at the date of
acquisition pursuant to the reorganisation of the
Company and its subsidiaries in connection with
the listing of the Company on The Stock Exchange
of Hong Kong Limited less any provisions for
diminution in value which is other than temporary
as determined by the directors for each subsidiary
individually. Any such provisions are recognised

as expenses in the profit and loss account.

Associate

An associate is a company, not being a subsidiary,
in which an equity interest is held for the long-
term and significant influence is exercised in its

management.

The consolidated profit and loss account includes
the Group’s share of the results of an associate for
the year, and the consolidated balance sheet
includes the Group’s share of the net assets of an
associate and also goodwill (net of accumulated

amortisation) on acquisition.

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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NOTES TO THE ACCOUNTS M H W 5k

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(e) Fixed assets

(i) Fixed assets are carried in the consolidated

balance sheet on the following bases:

investment properties with an unexpired
lease term of more than 20 years are
stated at their open market value which
is assessed annually by external

qualified valuers;

other properties are stated at their
revalued amount, being their fair value
on the basis of their existing use at the
date of revaluation less any subsequent
accumulated depreciation. Revaluations
are performed by qualified valuers every
three years and carrying value is
reviewed by directors in the intervening
years to ensure that the carrying amount
of these assets does not differ materially
from that which would be determined
using fair values at the balance sheet

date; and

plant, machinery and other fixed assets
are stated at cost less accumulated

depreciation.

(i) Changes arising on the revaluation of

investment and other properties are generally

dealt with in reserves. The only exceptions

are as follows:

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

revaluation; and
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NOTES TO THE ACCOUNTS JIk H B 5k

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(e)

Fixed assets (continued)

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

profit and loss account.

(ii1) Impairment and gain or loss on disposal

(iv)

At each balance sheet date, both internal and
external sources of information are considered
to assess whether there is any indication that
assets included in other properties and other
fixed assets are impaired. If any such
indication exists, the recoverable amount of
the asset is estimated and where relevant, an
impairment loss is recognised to reduce the
asset to its recoverable amount. Such
impairment losses are recognised in the
consolidated profit and loss except where the
asset is carried at valuation and the
impairment loss does not exceed the
revaluation surplus for that same asset, in
which case it is treated as a revaluation

decrease.

Subsequent expenditure relating to a fixed
asset that has already been recognised is
added to the carrying amount of the asset
when it is probable that future economic
benefits, in excess of the originally assessed
standard of performance of the existing asset,
will flow to the Group. All other subsequent
expenditures are recognised as expenses in

the period in which they are incurred.
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NOTES TO THE ACCOUNTS M H W 5k

1.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(e) Fixed assets (continued)

The gain or loss on disposal of a fixed asset
other than investment properties is the
difference between the net sales proceeds and
the carrying amount of the relevant asset, and
is recognised in the consolidated profit and
loss account. Any revaluation reserve balance
remaining attributable to the relevant asset is
transferred to retained earnings and is shown

as a movement in reserves.

(f) Depreciation

@

(i1)

No depreciation is provided on investment
properties with an unexpired lease term of

over 20 years.

Depreciation is calculated to write-off the cost
or valuation of other fixed assets over their

estimated useful lives as follows:

- leasehold land is depreciated on a
straight-line basis over the remaining

term of the lease;

- buildings are depreciated on a straight-
line basis over the shorter of their
estimated useful lives, being 50 years
from the date of completion, and the

unexpired terms of the leases; and

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

Leasehold land 50 years-57 years

Buildings 46 years-50 years
Leasehold improvements 20%-50%
Furniture and equipment 20%-33',%
Plant and machinery 20%

Motor vehicles 20%
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NOTES TO THE ACCOUNTS JIk H B 5k

1. PRINCIPAL ACCOUNTING POLICIES
(continued)

(2)

(h)

Operating leases

Leases where substantially all the risks and rewards
of ownership of assets remain with the leasing
company are accounted for as operating leases.
Payments made under operating leases net of any
incentives received from the leasing company are
charged to the consolidated profit and loss account

on a straight-line basis over the lease periods.

Revenue recognition

Revenue from the sale of goods is recognised when
the goods are delivered at customers’ premises
which is taken to be the point in time when
customers have accepted the goods and the related

risks and rewards of ownership.

Revenue from individual construction contract is
recognised by using the percentage of completion
method, measured by reference to the revenue
earned to date as determined by surveyors
compared with the total estimated revenue of the

contract.

Commission income received and receivable from
principals on distributorship agency business is
recognised when services are rendered and goods

are distributed to third parties by the principals.

Interest income is accrued on a time-apportioned
basis on the principal amounts outstanding and at

the rates applicable.

Dividend income is recognised when the

Company’s right to receive payment is established.

Rental income from investment properties is
recognised in the consolidated profit and loss
account in equal instalments over the accounting

periods covered by the lease term.
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NOTES TO THE ACCOUNTS M H W 5k

1.

PRINCIPAL ACCOUNTING POLICIES
(continued)

()

Non-trading securities

Non-trading securities are stated in the consolidated
balance sheet at fair value. Changes in fair value
are recognised in the investment revaluation reserve
until the security is sold, collected or otherwise
disposed of, or until there is objective evidence
that the security is impaired, at which time the
relevant cumulative gain or loss is transferred from
the investment revaluation reserve to the

consolidated profit and loss account.

Fair value is estimated by the directors by reference
to quoted market prices, where available, or, where
there is no open market for the investment,
following a number of general principles which
are based upon the British Venture Capital

Association guidelines as set out below.

The directors classify investments either as early
stage or development stage. Early stage investments
represent immature companies, which are typically
not earning significant maintainable profits.
Development stage investments are unquoted

investments which are not early stage investments.

Securities are stated at amounts considered by the
directors to be a fair assessment of their value,
subject to overriding requirements of prudence. All
securities are valued according to one of the

following bases:

—  Cost (less provision required);
—  Earnings multiple;
—  Net assets; or

—  Third party transaction.
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NOTES TO THE ACCOUNTS JIk H B 5k

1.

PRINCIPAL ACCOUNTING POLICIES
(continued)

()

Non-trading securities (continued)

Early stage investments and development stage
investments which are acquired within one year of
the valuation date are normally valued at cost.
Provision against cost will be made in the light of
adverse circumstances, i.e. if the investment
performs significantly below expectations. Upward
adjustments to cost may be made by reference to
the price at which a subsequent issue of capital is
made, or at which a transaction for cash in the
relevant security takes place. This basis of valuation
will only be used when the transaction involves a

significant investment by a new investor.

Development stage investments held for more than
one year are valued on one of the bases described
above. Whenever possible, investments will be
valued by reference to a third party transaction or

quoted price.

Transfers from the investment revaluation reserve
to the consolidated profit and loss account as a
result of impairments are reversed when the
circumstances and events that led to the impairment
cease to exist and there is persuasive evidence that
new circumstances and events will persist for the

foreseeable future.

Profits or losses on disposal of non-trading
securities are determined as the difference between
the estimated net disposal proceeds and the carrying
amount of the securities and are recognised in the
consolidated profit and loss account as they arise.
On disposal of non-trading securities, the
revaluation surplus or deficit previously taken to
the investment revaluation reserve is also
transferred to the consolidated profit and loss

account for the year.
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NOTES TO THE ACCOUNTS M H W 5k

1.

PRINCIPAL ACCOUNTING POLICIES
(continued)

@

(k)

Other investments

Other investments comprise club debentures and
are stated in the consolidated balance sheet at fair
value. Changes in fair value are recognised in the

consolidated profit and loss account as they arise.

Inventories

Inventories are carried at the lower of cost and net

realisable value.

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

condition.

Net realisable value is the estimated selling price
in the ordinary course of business less the estimated
costs of completion and the estimated costs

necessary to make the sale.

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

in which the reversal occurs.
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NOTES TO THE ACCOUNTS JIk H B 5k

1. PRINCIPAL ACCOUNTING POLICIES
(continued)

@

(m)

()

Construction contracts

When the outcome of a construction contact cannot
be estimated reliably, contract revenue is
recognised only to the extent of contract costs
incurred that it is probable will be recoverable.

Contract costs are recognised when incurred.

When the outcome of a construction contract can
be estimated reliably, contract revenue and contract
costs are recognised over the period of the contract,
respectively, as revenues and expenses. The Group
uses the percentage of completion method as set
out in note 1(h) to determine the appropriate
amount of revenue and costs to be recognised in a

given period.

The aggregate of the costs incurred and the profit/
loss recognised on each contract is compared
against the progress billings up to the year-end.
Where costs incurred and attributable profits (less
foreseeable losses) exceed progress billings, the
balance is shown as due from customers on
construction contracts, under current assets. Where
progress billings exceed costs incurred plus
attributable profits (less foreseeable losses), the
balance is shown as due to customers on

construction contracts, under current liabilities.

Accounts receivable

Provision is made against accounts receivable to
the extent that they are considered to be doubtful.
Accounts receivable in the consolidated balance

sheet are stated net of such provision.

Deferred taxation

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

or recoverable in the foreseeable future.
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NOTES TO THE ACCOUNTS M H W 5k

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(0)

)

(@)

(r)

Translation of foreign currencies

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

the consolidated profit and loss account.

Borrowing costs

Borrowing costs are charged to the consolidated
profit and loss account in the year in which they

are incurred.

Related parties

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

individuals or other entities.

Cash and cash equivalents

Cash and cash equivalents are carried in the
consolidated balance sheet at cost. For the purposes
of the consolidated cash flow statement, cash and
cash equivalents comprise cash on hand, short-term
deposits and bank loans with original maturity of

three months or less and bank overdrafts.
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NOTES TO THE ACCOUNTS JIk H B 5k

1.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(s)

Employee benefits

@

(i)

(iii)

Long service payments

Provision for long service payments is
recognised for the best estimate of the long
service payments that are required to be made
to the employees of the Group in respect of
their services to date less any amounts that
would be expected to be met out of the
Group’s retirement schemes.

Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrue to employees.
A provision is made by the Group for the
estimated liability for annual leave as a result
of services rendered by employees up to the

balance sheet date.

Employee entitlements to sick leave and
maternity leave are not recognised until the
time of leave.

Pension obligations

The Group’s contributions to the defined
contribution retirement schemes are regulated
under the Occupational Retirement Schemes
Ordinance (“ORSO”) and AIA-JF Premium
Mandatory Provident Fund Scheme (“MPF”),
collectively known as (“Retirement
Schemes”), which are available to all
employees. Contributions to the Retirement
Schemes by the Group and employees are
calculated as a percentage of the employees’
basic salaries. The Retirement Schemes cost
charged to the consolidated profit and loss
account represents contributions payable by

the Group to the Retirement Schemes.

The Group’s contributions to Retirement
incurred.
Contributions to the ORSO scheme are
reduced by contributions forfeited by those

Schemes are expensed as

employees who leave the ORSO scheme prior
to vesting fully in the contributions. The
assets of the Retirement Schemes are held
separately from those of the Group in
independently administered funds.
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NOTES TO THE ACCOUNTS M H W 5k

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(s)

()

Employee benefits (continued)

(iv) Bonus plans

The expected costs of bonus payments are
recognised as a liability when the Group has
a present legal or constructive obligation as a
result of services rendered by employees and
a reliable estimate of the obligation can be

made.

Liabilities for bonus plans are expected to be
settled within 12 months and are measured at
the amounts expected to be paid when they

are settled.

Segment reporting

In accordance with the Group’s internal financial
reporting, the Group has determined that business
segments be presented as the primary reporting
format and geographical segments as the secondary

reporting format.

Unallocated costs represent corporate expenses.
Segment assets consist primarily of investment and
other properties, fixed assets, non-trading
securities, other investments, inventories,
construction contracts and receivables, and mainly
exclude operating cash. Segment liabilities
comprise operating liabilities and exclude items
such as taxation and certain corporate borrowings.
Capital expenditure comprises additions to fixed

assets (note 12).

In respect of geographical segment reporting, sales
are based on the country in which the customer is
located. Total assets and capital expenditure are

where the assets are located.

1. BEEEEEoR (8)

(s) IR BRI (D)

(iv) Z&&qt#

WAL BE R A C Rk
B 00 E A BLUA ik R Ui E R
£ > T OPAE & R RE AT 5 A
5 o BIH 8 5 5 B 2 T EE A
fERE A AR -

ant Bz AREBAE T
fifl A AT > S AR B A B A
T & S 2 SRR -

t) BB

MREEA G B 2 I 5 2 07 5 AR
SR O PRE B U B OT
2o T i 5 43 S A R B 2 Ty K

ROKEE M EIE AT - i E
FEAFERE Ry BEE
B FEEMERES - MR -
& EEAH MENCRIE - EEEAR
BREREL S P EARRKEA
B MEAS G B IE S T A AR
WHH o EAB ZEREREZ EE EE
(Bt 5E12) o

98 A TS LU BT AE 2 T SR [ )
FH o T AE A O AR B S DL
15 Hu 73
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NOTES TO THE ACCOUNTS JIk H B 5k

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(u)

(v)

Contingent liabilities

A contingent liability is a possible obligation that
arises from past events and whose existence will
only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the Group. It can
also be a present obligation arising from past events
that is not recognised because it is not probable
that outflow of economic resources will be required
or the amount of obligation cannot be measured

reliably.

A contingent liability is not recognised but is
disclosed in the notes to the accounts. When a
change in the probability of an outflow occurs so
that outflow is probable, they will then be

recognised as a provision.

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 associate at the

date of acquisition.

Goodwill on acquisition that occurred prior to 1
January 2001 was amortised on a straight line basis
to the consolidated profit and loss account over its

estimated useful economic life of 10 years.
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NOTES TO THE ACCOUNTS M H W 5k

2. TURNOVER, OTHER REVENUES AND
SEGMENT INFORMATION

The principal activities of the Group are trading in, and
the supply and installation, of building products and
engineering equipment, a distributorship agency business
and investing in technology companies. The principal

activities of the subsidiaries are set out in note 13 of the

2. EIRW- A BOAN Koy BUEORE

7 B2 ] 3 A T A R S TR A B
G &S 8 A VD& <
B A ] o % BB A Al 2 325 51
IR H B EE13 -

accounts.
2002 2001
e £ Jug 2 TR
HK$’000 HK$’000
T o T o
Turnover e
Sales of inventories HEFEIA 400,344 421,066
Revenue from construction HELSH
contracts (Note) WA (Bt 7E) 68,214 93,276
Commission income PN 9,615 6,999
478,173 521,341
Other revenues HoAth e A
Interest income from bank deposits A ERAT AR Z A Bk A 988 15,617
Administration fee received fia] — [H] 9 7% 2 ) AR
from the associate (note 28(a)) ZATEE T (M 7E28(a) 938 930
Gross rental income from BEY 2 B A
investment properties (note 28(b)) (Mt 7#28(b)) 510 498
Write back of provision for doubtful SR R 43 A4 438 [l
debts 720 528
Write back of provision for it IRF A7 B 45 A 43 )
stock obsolescence 416 365
Sundry income T U A 737 323
4,309 18,261
Total revenue g A 482,482 539,602

Note: Based on the latest assessment of total contract revenue
for the contracting business, a net amount of HK$665,000
has been credited to turnover to reflect a change in
estimate of contract revenue for the year ended 31

December 2001. (2002: Nil)

B aE BRI A SR A K i iR HARE T AR 2 IR T
il > 3TE U 665,00000 1A B
EH > URMEE _FEZ 4 H=
THILEEANRREEZES -
(CRF A L )

I SN
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NOTES TO THE ACCOUNTS JIk H B 5k

TURNOVER, OTHER REVENUES AND
SEGMENT INFORMATION (continued)

Primary reporting format — business segments

The analysis of the Group’s performance for the year

by business and geographical segments is set out below.

The Group is organised into two main business segments,
being the trading in and the supply and installation of

building products and engineering equipment.

Other operations of the Group mainly comprise holding
of investment properties and other properties and
investment in technology companies, neither of which

are of a sufficient size to be reported separately.
Secondary reporting format — geographical segments
The operation of the business is mainly carried in two

main geographical areas, Hong Kong and Macau as well

as Mainland China.
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NOTES TO THE ACCOUNTS ¥ H Wk
2. TURNOVER, OTHER REVENUES AND 2. BEH - HMWBARSBEFR ()
SEGMENT INFORMATION (continued)

Primary reporting format — business segments HEEHGITX-EHIN

Turnover BEH
External sales AN
Inter-segment sales EHM 8

Segment results ik e
Unallocated costs + o B A
Operating loss K& A
Finance costs MR
Share of profit of an JRE A I 5 2
associate it 1
Loss before taxation W B i s 1H
Taxation FiIA
Loss attributable to B S A
shareholders Jfs 15
Segment assets o R
Interest in an associate T A W RE 25
Unallocated assets Ko L &
Total assets M
Segment liabilities AR
Unallocated liabilities Ko Bl A E
Total liabilities AR
Capital expenditure BB X
Other non-cash expenses At 3F B 4 B 2
Depreciation 5
Amortisation of 724
goodwill
Specific provision R B R B

for doubtful debts
Specific provision for 3R IR A B K

stock obsolescence i
Realised loss on disposal i} & 3F ' & JI] #&
of non-trading i 5 11 52 B
securities Z 8
Provision for 1% 0 R 75 4 B A

long service payments
Provision for employee 1 B HE = {8 1

leave entitlements i)
Impairment loss I HE A&
on non-trading I
securities BE k18
* Included in the segment results of other operations is an * Hfh#72  HFEHK > Cal ABE
impairment loss on non-trading securities amounting to 7,800,0007C Z I H E T i i 75 2 (6 5
HK$7,800,000 and a realised loss on disposal of non- 18 - LI i JF B BT i a8 55 T 4 B 2 s
trading securities of HK$1,486,000. 18 i 151,486,000 7C °
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TURNOVER, OTHER REVENUES AND 2.

NOTES TO THE ACCOUNTS JIk H B 5k

SEGMENT INFORMATION (continued)

Primary reporting format — business segments

HHEEHT A - X B (8D

BRE - BB R BB (8)

(continued)
Building Engineering Other
products  equipment  operations Elimination = The Group
HEEN  TERME  HMER 8 AEH
2001 2001 2001 2001 2001
SRRE SRR E CRFE CRFE CRTK
HK$’000 HK$’000 HK$’000 HK$’000 HKS$’000
WHT G WWTL BWTC BT BWTI
Turnover BEH
External sales AN 345,664 175,677 - - 521,341
Inter-segment sales EH W 2 8 83,427 - - (83,427) -
429,091 175,677 - (83,427) 521,341
Segment results R (15,604) 2,465 (18,889)* - (32,028)
Unallocated costs 743 BL A (21,005)
Operating loss kR (53,033)
Finance costs B 2 (982)
Share of profit of an R A W 5 /4 W
associate i - - 264 - 264
Loss before taxation s ol T Mg 4R (53,751)
Taxation Bl I8 231
Loss attributable to i 3 E A5
shareholders i 18 (53,520)
Segment assets N EE 187,965 81,137 99,980 - 369,082
Interest in an associate W8 s wIRE RS - - 9,538 - 9,538
Unallocated assets AL E 416,270
Total assets MG R 794,890
Segment liabilities S BAE (112,253) (46,695) (7 - (158,955)
Unallocated liabilities Ko Bl A E (4,343)
Total liabilities AR (163,298)
Capital expenditure GARR X (768) (54) (702) - (1,524)
Other non-cash expenses LAt JF B 4 [ ¢
Depreciation il (3,315) (199) (3,995) - (7,509)
Amortisation of ] 22 48
goodwill - - 91) - oD
Write-off of fixed assets il & & 72 & 2= - - (1,689) - (1,689)
Specific provision I R R K 3 A
for doubtful debts (2,217) (536) - - (2,753)
Specific provision A B R R A
for stock obsolescence (414) - - - (414)
Unrealised losses on BEMER
investment properties HibEz
and other properties o 55 Bl - - (5,063) - (5,063)
Provision for long = WM &
service payments Tt (236) (23) (128) - (387)
Provision for employee 1§ B M == 1R 1 i
leave entitlements (201) (12) (17) - (230)
Impairment losses FHEME
on non-trading [k e
securities RN 7Fic! - - (15,789) - (15,789)
* Included in the segment results of other operations is an * Hfh 72  HFEH > Cal A

impairment loss on non-trading securities amounting to

HK$15,789,000.
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TURNOVER, OTHER REVENUES AND 2.

NOTES TO THE ACCOUNTS M H W 5k

BB JMBBOA B2y SRR ()

SEGMENT INFORMATION (continued)

Secondary reporting format — geographical segments

Hong Kong and Macau
Mainland China

Unallocated costs

Operating loss

Interest in an associate
Unallocated assets

Total assets

Hong Kong and Macau
Mainland China

Unallocated costs

Operating loss

Interest in an associate
Unallocated assets

Total assets

BRI — b 4 8

T R
B A

ARG L A

kR

i 8 > ) M

o B G
HEE
Segment Total Capital
Turnover results assets  expenditure
e S HEE BB K
2001 2001 2001 2001
SRR CER - EFE - EE
HK$’000 HK$’000 HK$’000 HK$’000
B T oo T o T o B F oo
s S Y 493,816 48,031 357,462 1,027
HR I 27,525 3,557 11,620 497
521,341 51,588 1,524
K3 B A (104,621)
A R (53,033)
W 8 N w46 9,538
KoL G 416,270
Mg E

794,890
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NOTES TO THE ACCOUNTS JIk H B 5k

3. COST OF SALES 3. SR

2002 2001
I
HK$°000 HK$’000
W F o T T
Cost of inventories sold FER=R PN 341,506 364,496
Cost of construction contracts (Note) T2 & K MA (K 3) 72,117 102,641
Cost of consumable stocks T FEAE B AR 3,323 2,122

Sub-contracting fee on construction HESHZ
contracts L 666 494
417,612 469,753

Note: Based on the latest assessment of total contract costs for BifaE o R R SR A A AR SR IR 2 ROR REAG

the contracting business, a net amount of HK$14,706,000 I T B 5 ¥ 14,706,0000C (B E —4F 1 i
(2001: HK$19,283,000) has been debited to cost of sales 119,283,00070) © H #f ERAfBR - DL B
to reflect a change in estimate of contract costs for the BE_FEF_HEL A= -HILEESY
year ended 31 December 2002. AAG 2 5 W)
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NOTES TO THE ACCOUNTS M H W 5k

4.

OPERATING EXPENSES

Administrative expenses:

Staff costs (note 7)

Directors’ remuneration (note 6(a))

Depreciation

Operating lease rentals

on property paid to third parties

Travelling expenses

Entertainment expenses

Stamps, postage and telephone

Auditors’ remuneration

Legal and professional fees

Advertising expenses

Amortisation of goodwill

Other operating expenses:
Specific provision for doubtful debts

Specific provision for stock

obsolescence

Provision for long service payments

Provision for employee leave

entitlements

Loss on disposal of fixed assets

Write-off of fixed assets

Sundry expenses

4. KEBRMEX

e

HTA (fit7)
e (B 6 (a)
e
METFOMH=H
2R &
2838 #

A

W O KERE
% S T 2

EE R e R
Ji A 2

7 B

Hofth 52 B SC

R JR A R A
3 I A7 B R A

1= 03 1 5 5 4t
18 B I = {000 43 A

8 [ E 2 e R
i 1 151 7
METE B S

2001

R
HK$°000
W T

59,733
4,921
7,509

5,790
1,808
1,679
1,335
1,417
1,234
726
91

2,753

414
387

102,030
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NOTES TO THE ACCOUNTS JIk H B 5k

5. FINANCE COSTS

Interest expenses
Short-term bank loans and overdrafts
Bank loans wholly repayable

within five years

6. DIRECTORS’ AND SENIOR

5.

BB 52

JE I SRAT B K MO S

JRS T4 A 4 B
1 A9 SR AT B

MANAGEMENT’S EMOLUMENTS

(a) Directors’ remuneration

Directors’ remuneration disclosed pursuant to

section 161 of the Hong Kong Companies

Ordinance is as follows:

Fees

Salaries and other emoluments

Retirement Schemes
contributions

Discretionary bonuses

(E

Hr i S LA
B PR & wt #
i

1% A AL

Included in the directors’ remuneration were fees

of HK$584,000 (2001: HK$450,000) paid to non-

executive directors and independent non-executive

directors during the year.

ARNHOLD HOLDINGS LIMITED % F| ¥ Bt A BR 2 #]

WM
2002 2001
ZRR AR CEE A
HKS$’000 HK$°000
W% T T o
103 974
= 8
103 982
WHEERAFHARZHNE
(a) HEHFME

R 7 s 0% WA 0] 28 161 {6k 48 i 1Y

HE W T
2002 2001
A
HKS$°000 HK$’000
BT T o
584 450
8,109 4,235
457 168
1,156 68
10,306 4,921

I A AR AR R R S A T R L
AT 25 55 S 08 ST FE AT I 2 M s
584,0007C (—FE —4F : #%450,000
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NOTES TO THE ACCOUNTS M H W 5k

6. DIRECTORS’ AND SENIOR

6.

MANAGEMENT’S EMOLUMENTS

(continued)

(a) Directors’ remuneration (continued)

The emoluments of directors fell within the

following bands:

Emoluments’ band

Nil — HK$1,000,000

HK$1,000,001 — HK$1,500,000
HK$1,500,001 - HK$2,000,000
HK$2,000,001 — HK$2,500,000
HK$2,500,001 - HK$3,000,000
HK$3,000,001 — HK$3,500,000
HK$3,500,001 — HK$4,000,000

(b) Five highest paid individuals

WA R R H 2 M A ()

(a)

30 & (B

M2 EENT

Number of directors

EE YN

2002 2001
i 45 2 i & CRRE SRR
% 7t — % 1,000,0007C 5 7
5 15 1,000,00175 — ¥ % 1,500,0007C - -
5 % 1,500,00175 — ¥ %2,000,0007C 1 -
5 #52,000,00175 — % #2,500,0007C 2 -
7 12,500,00176 — ¥ % 3,000,000G = -
5 %5 3,000,001 75 — ¥ #3,500,0007C 1 -
# 3,500,001 ¢ — # 14,000,000 7T - 1

b) Tifrmmaez AL

Of the five individuals with the highest

emoluments, four (2001: one) directors whose

emoluments are disclosed in note (a) above. The

highest emoluments payable to the remaining one

(2001: four) individual during the year is as

follows:

Salaries and other emoluments
Discretionary bonuses
Retirement Schemes

contributions

M K H AL &

I % AE AL

B PRk & wt
(N

iAo v B AN LS P (A
TR ) R EZM e R
[ SCH R a) e ER o AF N REAT AR —
FL (TR 4 DAL < A L
W

2002 2001
A
HK$°000 HK$’000
BT B Mo
1,040 6,161

87 1,245

52 313

1,179 7,719
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NOTES TO THE ACCOUNTS JIk H B 5k

6. DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS

(continued)

(b) Five highest paid individuals (continued)

The emoluments of the one (2001: four) individual

6. WMFEHHWUARZME ()

(b) Tifrderi®az AL (&)

A (CEE AR ) R A

with the highest emoluments is within the following TMEREmT

bands:

Emoluments’ band

HKS$1,000,001-HK$1,500,000
HK$1,500,001-HK$2,000,000
HK$2,000,001-HK$2,500,000

7. STAFF COSTS

Wages and salaries
Termination benefits
Contributions to ORSO
scheme (note 8)
Contributions to MPF

scheme (note 8)

Number of individuals

A ¥
2002 2001
ZREAE SRR
Pl 4 2 4
# 151,000,001 7T — # % 1,500,0007C 1 |
% % 1,500,001 7T — & %2,000,0007C = 1
i 12,000,001 ¢ — # %#2,500,0007C = 2
7. BIEAR
2002 2001
SRR AR e s
HKS$°000 HK$’000
BT T o
T & K 4 40,835 56,228
i 11 Al 1 656 1,200
B ARG ] w1
LK (K FES) 1,178 1,691
[t |
BEER (M FES) 475 614
43,144 59,733
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NOTES TO THE ACCOUNTS M H W 5k

RETIREMENT SCHEMES

The Group’s contributions to the ORSO Scheme are
reduced by contributions forfeited by those employees
who leave the ORSO scheme prior to vesting fully in
the contributions. Forfeited contributions totalling
HK$432,000 (2001: HK$420,000) were fully utilised
during the year.

Contributions of HK$339,000 were payable to the
Retirement Schemes at the year-end (2001:
HK$415,000).

TAXATION

Taxation in the consolidated profit and loss accounts

represents:

W8k 2t

i 4R B 7 7T 4 BORAS AL AT AR LR R A ]
s B 45 1 i A SR AR AR AR
B H 2 o R Mz B A I
432,0007C (=R E—4F : # ¥ 420,00070)
2RO FENT A -

RAEGERE > EATTRAR A 8 2 L
339,000 (= FE X — 4 : i 415,000

Jo) e

Bt B

ERe RIS BLIH R

2002 2001
TRR M R
HK$°000 HKS$’000
W F o Vi T T
Provision for Hong Kong AT JIE A Uk R A5 B A A
profits tax for the year (67) (430)
Overprovision in prior years A B A A 10 61
(57) (369)
Overseas taxation T MBI (86) (111)
Deferred taxation (note 25) W8 SE L IE (Mf iE25) 63 720
(80) 240
Share of associate’s taxation JRE A Wi 2 ) B (33) )
(113) 231
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NOTES TO THE ACCOUNTS JIk H B 5k

10.

11.

TAXATION (continued) 9.

Hong Kong profits tax has been provided at the rate of
16% (2001: 16%) on the estimated assessable profit for
the year. Taxation on overseas profit has been calculated
on the estimated assessable profit for the year at the
rates of taxation prevailing in the countries in which the

Group operates.

Deferred taxation (credit)/charge for the year has not

been accounted for in respect of the following:

Accelerated depreciation allowances T It 8 2 Bl
Other timing differences HoAth R 2
LOSS ATTRIBUTABLE TO 10.

SHAREHOLDERS

The loss attributable to shareholders includes a loss of
HK$18,973,000 (2001: profit of HK$13,105,000) which

has been dealt with in the accounts of the Company.

LOSS PER SHARE 11.

(a) Basic loss per share

The calculation of basic loss per share is based on
the Group’s
shareholders of HK$42,269,000 (2001: Group’s
loss attributable to ordinary shareholders of
HK$53,520,000) and the weighted average of
254,669,000 (2001: 615,896,000) ordinary shares

in issue during the year.

loss attributable to ordinary

ARNHOLD HOLDINGS LIMITED % F| ¥ Bt A BR 2 #]

Be B ()

B W R 4G BE T R AR A R RE B I R 4%
16% (. F T —4F 1 16%) 2 Bl R -
A1 PR JEL T AR A AE T 22 Al IR R Ve
T A S [B1) 406 4 SE S T AE B R 2 R B R T
=

A R ARSEBL IR (AHR) 32 3l R st 51
HIHAME -

2002 2001
A
HKS$°000 HK$000
BT 5 W o
(104) (182)
(5,709) (5,307)
(5,813) (5,489)

JBE 3HC HE A s

T A AG B 18 © 8 A AR A FTER H A 5 Bk
#18,973,0007C 10 G HE (B E —4F B
13,105,0007C % A1) o

B s

(a) 5 I AR )i

g TR A M 12 7 AR % A 4 A A 3
I SR RE A\ e 18 4 s ¥ 42,269,000 7T (=
TF—AF - AR 2 oA s
A 1 53,520,00000) K B 347 %
JB 2 I T 35 B %9 254,669,000 % (—
FE—4 1 615,896,000/%) 7 H -



NOTES TO THE ACCOUNTS M H W 5k

11. LOSS PER SHARE (continued)
(b) Diluted loss per share

The calculation of diluted loss per share is based
on the Group’s loss attributable to ordinary
shareholders of HK$42,269,000 (2001: Group’s
loss attributable to ordinary shareholders of
HK$53,520,000) and the weighted average of
254,669,000 (2001: 617,516,000) ordinary shares
after adjusting for the effects of all dilutive

potential ordinary shares.

(¢) Reconciliation

11. 4B # (8)

(b) 5 JBe Bt 3 5 48

o TR A A8 s 2 7 AR A B A A
B B A5 T 15 4 7% 542,269,00000 (=
RE—AE - AR 2 % R REAL
45 15 53,520,00070) B 58 5t i A T
(E X 580 R 2 R A A R AR
40 B 0 RE T 35 B4 254,669,000 % (—
TE 4 1 £1617,516,0000%) FT5 -

2002 2001
SRR e
Number Number
of shares of shares
Bt ¥ H JE 1 H
Weighted average number of FAE Wt T A A
ordinary shares used in I 48 1) 5 8 AR o A
calculating basic loss per share -3 % 254,669,000 615,896,000
Deemed issue of ordinary R HEAT A AR S
shares for no consideration - 1,620,000
Weighted average number of AR RO A R
ordinary shares used in Jhe 18 1 < I g v
calculating diluted loss REEk
per share 254,669,000 617,516,000

ARNHOLD HOLDINGS LIMITED % F| ¥ it A fR 2 #]

05



66

NOTES TO THE ACCOUNTS JIk H B 5k

12. FIXED ASSETS 12. A % ¥ i
The Group A4
Furniture Plant
Investment Other Leasehold and and Motor
properties properties improvements equipment machinery vehicles Total
A% 13 Wi G %
#EHE i3 t/ES %8 Bt i L) Tk By
HK$°000 HK$’000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
BT T T I T IL T T BT T

Cost or valuation A S A A

At 1 January 2002 REEEZHE—~H—H 17,501 75,800 13,505 27,416 12,270 482 146,974
Additions wE - - 1,000 464 645 - 2,109
Disposals & - - (360) (453) - - (813)

At31 December 2002 RZEE A

FZA=+—H 17,501 75,800 14,145 27421 12,915 482 148,270

Accumulated depreciation 7 £ 4 %

At 1 January 2002 REFE-HF—H—H - 380 12,630 24,348 7,262 482 45,102
Charge for the year RN E - 1,489 905 1,360 1,778 - 5,532
Disposals i - - (360) (195) - - (555)

At31 December 2002 R-EE

TZA=+—H - 1,869 13,175 25,513 9,040 482 50,079

Net book value FR T 15

At 31 December 2002 e

+ZAZ+—H 17,501 73,931 970 1,914 3,875 - 98,191
At31 December 2001 ARE—E
+ZH=1+—H 17,501 75,420 875 3,008 5,008 - 101,872

ARNHOLD HOLDINGS LIMITED “% |

AT IR A A



NOTES TO THE ACCOUNTS M H W 5k

12. FIXED ASSETS (continued)

The analysis of the cost or valuation at 31 December

2002 of the above assets of the Group is as follows:

12. Bl % (8)

bt REEEER FE AT A=

o HZ AR S E R

Furniture Plant
Investment Other Leasehold and and Motor
properties properties improvements equipment machinery vehicles Total
RitH% 2 Wi %
#mE Kotk %k R i B it By
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000 HK$’000
#WT I T T I WL T T #WTI
At cost A - - 14,145 27421 12915 482 54,969
At valuation RS 17,501 75,800 - - - - 93,301
17,501 75,800 14,145 27427 12,915 482 148,270

The analysis of the cost or valuation at 31 December

2001 of the above assets of the Group is as follows:

b AEEEER EEFF A

o H 2 A S E B R

Furniture Plant
Investment Other Leasehold and and Motor
properties properties  improvements equipment machinery vehicles Total
il=¢/ES B R B
4 S/ES ERIEZES K1 Lk e i el By
HK$'000 HK$’000 HK$’000 HK$'000 HK$’000 HK$’000 HK$’000
BT T T T BT T T T T T BT T T T
At cost A - - 13,505 27416 12,270 482 53,673
At valuation flifE 17,501 75,800 - - - - 93,301
17,501 75,800 13,505 27,416 12,270 482 146,974

ARNHOLD HOLDINGS LIMITED % F| ¥ it 7 [ 2 #
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NOTES TO THE ACCOUNTS JIk H B 5k

12. FIXED ASSETS (continued)

The Group’s interest in investment properties and other
properties at their net book values are analysed as

follows:

In Hong Kong, held on:
Leases of over 50 years i S04 22 FH #

Leases of between 10 to 50 years
Outside Hong Kong, held on:
i1 504F 2 FH %)

Leases of over 50 years

Leases of between 10 to 50 years

Investment properties of the Group were revalued at 31
December 2002 on the basis of their open market value
by A.G. Wilkinson & Associates, an independent firm
of chartered surveyors, employed by the Group. There
has been no change in the values for these investment
properties of the Group during the year ended 31
December 2002.

Other properties of the Group were stated at the
professional valuation carried out at 31 December 2001
by A.G. Wilkinson & Associates, an independent firm
of chartered surveyors, on the open market basis. The
directors have reviewed the carrying value of the other
properties that based on the written comments from A.G.
Wilkinson & Associates and are of the opinion that no

adjustment is required as at 31 December 2002.

The carrying amount of the other properties would have
been HK$88,982,000 (2001: HK$91,011,000) had they

been stated at cost less accumulated depreciation.

ARNHOLD HOLDINGS LIMITED % F| ¥ Bt A BR 2 #]

104E 2 504F 2 &)

104E £ 504F 2 &)

- LTI RA

LU 17 AL R

Wl R ()

A B8 B A PR W) 3 T AR ZE T AT 2 R

s 45 MR T E A AT AT

The Group
AL

2002 2001
—EBAE TR AR
HK$’000 HK$°000
wHTL T T
52,000 53,000
18,587 19,000
5,344 5,420
15,501 15,501
91,432 92,921

AAEBEBEMECR —FE_F T+ A=
b H AR 7 e [ 2 T S R
AT B B0 0 R AT L 2 B T {7 6 6 ME AT
HAG o AR E_FEF_HF+H+_H=+—
H o AL B 428 W) 2609 (8 (00 22 ) -

A G T FC A ) 26 T LIS S R R D R A R
FWEATH? - FE—F+-H=+—H
00 BT 8 B AR 2 BOEAREAIR « 3
7 B LAt Wy SE AR A B A W R R AT 2
o 2 MR R R R
FE+-A=Z+—HE\FHELRE -

= A ) A A BT AR - A
WA 2600 R T 4 R B 7 1 88,982,00000
(ZFE—4F + #%91,011,0007T) o



NOTES TO THE ACCOUNTS M H W 5k

12. FIXED ASSETS (continued)

13.

12.

As at 31 December 2002, a property with net book value
of HK$52,000,000 held by a subsidiary of the Group
has been pledged to a bank to obtain banking facilities.

SUBSIDIARIES

Unlisted shares, at valuation

Amount due from subsidiaries

13.

F BTGy o Hef 0
B 24 7 K

The amount due from subsidiaries are unsecured, interest

free and has no fixed terms of repayment.

The following is a list of the subsidiaries as at 31

December 2002:

Group equity

il 2 A (A)

HEEFZ -+ HA=+—H > —HH
A% S T T B R 4 ) R A R T VR (2 v
52,000,000 2 ¥ 3% - T 2 A4S AT (5 &
4% 7 81 AT -

K ) 2w
The Company
Y AR
2002 2001
SREE T
HK$°000 HK$’000
T T T
86,131 86,131
108,370 122,853
194,501 208,984
Wi Jo8 A ) 2 KRR T ATt B A [
i K o

e Y =V S P Y}
T2 2 R AR

Place of interest held by Issued and paid
incorporation/ A B BT A up ordinary
operations it 4 JBE A B 2 share capital
Name of company sk %~ Company  Subsidiaries T %17 &  Principal activities
TR BRI AR Wi &S 4 MR Wmb A BERH
% %
i-Onyx Investment British Virgin 100 - US$1  Investment holding
Holdings Limited Islands 1%t HEHK
i e B
Anagram Company British Virgin - 100 US$1  Investment holding
Limited Islands 1% BEER
i R
Arnhold (B.V.L.) British Virgin 100 - US$1,000  Investment holding
Limited Islands/ 1,000% 7 L E M
Hong Kong
B R R

ARNHOLD HOLDINGS LIMITED % F| ¥ it A fR 2 #]
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13. SUBSIDIARIES (continued)

NOTES TO THE ACCOUNTS JIk H B 5k

13. W& A A (8)

Group equity

Place of interest held by Issued and paid
incorporation/ ABHBEBT AN up ordinary
operations Pt ¥ I AAS E 2% share capital
Name of company gkl Company  Subsidiaries C#1F % Principal activities
NEER B AR i s 2 7 BRGEBA LR
% %
Arnhold Investments Hong Kong - 100 Ordinary HK$1  Investment holding
Limited ik Non-voting % & ¥ /it
ZRAREAHRA A deferred
HK$1,000,000
1T
M
IR A Ji 1
# W 1,000,0007C
Arnhold & Shanghai/ - 100 HK$20,000,000 Trading and
Company, Limited Hong Kong # 120,000,0007C engineering
LA R A L/ B o R
Bain d’Or Company  Hong Kong - 100 HK$200,000  Inactive
Limited 7 i ##200,0000C B
LA R A
Arnhold Marble Hong Kong - 100 HK$2  Supply and
Limited i 2T installation of
TR E A AR natural stones
It e T % 4
PN
Arnhold Stone Hong Kong - 100 HKS$2  Inactive
Works Limited 7 s WL OmEE
M B AR
Arnhold Kitchens Hong Kong - 100 HK$2  Supply and
Limited i g T installation of

LA B HEA A

ARNHOLD HOLDINGS LIMITED % F| ¥ Bt A BR 2 #]
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13. SUBSIDIARIES (continued)

NOTES TO THE ACCOUNTS M H W 5k

13. W& A A (8)

Group equity

Place of interest held by Issued and paid
incorporation/ A BB LT A up ordinary
operations Pt ¥ IR A B 2 share capital
Name of company  wEH& %/ Company Subsidiaries C#f %  Principal activities
Ak e L AR H i s 2 MEHBBA LR
% %
Arnhold Asia British Virgin - 100 US$50,000  Trading
Limited Islands 50,000%7C B
TR EMA R AT SRR LR
Arnhold Design Hong Kong - 100 HKS$2  Retailing
Centres Limited i W2 EE
BHE A R A
Arnhold Distributors Bermuda - 100 HK$100,000 Distributorship
Limited I3 % 1100,0007C agent
Arnhold China Hong Kong - 100 HK$2  Inactive
Limited i T WEER
B v B PR
Arnhold Properties British Virgin - 100 US$1  Property holding
(B.V.L) Limited Islands/ IRTT WERA
Hong Kong
KBELRE
ik
Palatial Properties British Virgin - 100 USS1 Property holding
Limited Islands/ [ESSIR /E S 8]
Hong Kong
RIBELRE
i
Diction Limited Hong Kong - 100 HKS$2  Property holding
)45 A7 PR 2 i LS/ E St E )
Grandful Limited Hong Kong - 100 HK$2  Property investment
AR A IR A o T WERY

ARNHOLD HOLDINGS LIMITED % F| ¥ it A fR 2 #]
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13. SUBSIDIARIES (continued)

NOTES TO THE ACCOUNTS JIk H B 5k

13. W& A A (8)

Group equity

Place of interest held by Issued and paid
incorporation/ ABEBBBL T A up ordinary
operations it e JBE A i 2 share capital
Name of company  wEilf 3%/ Company Subsidiaries C¥17T &  Principal activities
NEER B AR i s 2 7 MEEWBA LR
% %
Tradebond Hong Kong - 100 HKS$2  Property investment
Investments Limited 7 # Wik WERE
BRLEARAF
Worldpole Hong Kong - 100 HKS$2  Property investment
Investments Limited 77 # 2T WERE
T 4% A R A
Arnhold Marble Hong Kong - 100 HK$10  Trading and
China Limited R 0T management
TR EA T services
HIRAF B 5 IR
Dongguan Arnhold Dongguan - 100 HK$9,045,016  Natural stones
Marble Limited* W % %9,045,0167C cutting and
WREEL R A M polishing
A PR 2 ) KRG # TR
e T
Arnhold & Company Shanghai - 100 US$200,000  Trading
(Shanghai) Limited* /& 200,000% 56 B4
BE M H R 5
(k) AR 2 /]
Starcase Limited** Hong Kong - 100 HKS$2  Investment holding
Iy A B ] ik W AR
Potent Star Limited*** Hong Kong - 100 HK$2  Investment holding
B A A R i wT BEER
i-Onyx (HK) Limited Hong Kong 100 - HK$2  Dormant
i BT BiEEE
Arnhold Air- Hong Kong - 100 HK$2  Inactive
Conditioning s wiror HEEE
Limited
M zE 9 TR
AHIRAF
D M (F.E.) Limited  Hong Kong - 100 HK$2  Dormant
KEET (GER) i T WiEEE

AR F

ARNHOLD HOLDINGS LIMITED % F| ¥ Bt A BR 2 #]



NOTES TO THE ACCOUNTS M H W 5k

13. SUBSIDIARIES (continued)

* Wholly-owned foreign enterprise incorporated in *

Mainland China

** In creditors’ voluntary liquidation with effect from 9

13. W& A A (8)

I A A G R 2 AR R A

ok EE#??QfE AL HBEETTEREN [ B

Al AR FE = AE— M H O

February 2002 and dissolved on 4 January 2003 *ork ﬁ/‘# TEAFE/H AN H a4 73

**%%  De-registered on 16 August 2002

14. INTEREST IN AN ASSOCIATE

Share of net assets

Unamortised goodwill

Amount due from the associate

No interim dividend (2001: HK$1,470,000) was received AR

during the year from the associate.

The amount due from the associate is unsecured, interest

free and has no fixed terms of repayment.

The interest in the associate represents a 49% interest in
the issued share capital of Kingspan China Limited,

which is incorporated in Hong Kong and engaged in the

thermal insulation and panel business.

14. B8 A v B

The Group
A4

2002 2001
e 2 Jant o TR A
HKS$’000 HK$’000
BT BT T
JEE {1k 5 v (E 9,325 9,151
o 1 £ 178 269
9,503 9,420
W\l 22 KGR 166 118
9,669 9,538

A B 7 B A W) BRI

(CFE—4F  #%1,470,00000) °

&

S I

BwaFElZ K
Zeil

b

E 7

A AR - S B e T

Tt 285 2 ) W 2 35 R A 1 R B A R A W 2
BT A 2 49% 1 25 - 7%
ST > AR T AR U R AR R A A B AR

2 A T U R

ARNHOLD HOLDINGS LIMITED % F| ¥ it A fR 2 #]
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NOTES TO THE ACCOUNTS JIk H B 5k

15. NON-TRADING SECURITIES

Unlisted equity securities, at cost

bR R E

Less: provision for diminution in value ¥ : ¥ {H % i

Less: impairment loss

o BUEEE

During the year ended 31 December 2002, one of the

unlisted equity securities above has been disposed of
and a realised loss of HK$1,486,000 has been charged

to the consolidated profit and loss account. The net

proceeds of HK$1,250,000 after related expenses was

received in August 2002.

16. OTHER INVESTMENTS

Unlisted club debentures,

at fair value

17. INVENTORIES

Merchandise
Consumable inventories
Raw materials

Work in progress

Finished goods

74 ARNHOLD HOLDINGS LIMITED % F| ¥ it A R

b EREasE
HREE

7 &b
HEREREACY
JEME
e B b
B

AR

15. EEEHNEBESR

The Group
A4

2002 2001
EERAE TR AR
HK$’000 HK$’000
#HT I T T
7,800 26,325
- (7,800)
(7,800) (15,789)
- 2,736

REE ETEF A=+ HIEE
B Hh—IEE LA ESEC R E
M 5 B 2 5 18 9% 5 1,486,000 C E 7T A 45 &
15 FE A - 1,250,000 (30 5% 40 B 2
&) B BT AR A -

16. S fb B ¥
The Group
A 4 1
2002 2001
RER A TEE
HK$’000 HK$’000
W T oL T T
2,288 2,288
17. #1
The Group
A 4R

2002 2001
SRR e
HK$’000 HK$°000
T s T T
11,079 14,359
1,379 1,076
2,047 4,656
144 314
- 10
14,649 20,415




NOTES TO THE ACCOUNTS M H W 5k

18. CONSTRUCTION CONTRACTS

Contract costs incurred plus
attributable profits less
foreseeable losses to date

Less: progress billings to date

Included in current assets/(liabilities):

Due from customers on
construction contracts (included
in construction contracts)

Due to customers on construction
contracts (included in trade

and other payables)

18. BELHH

The Group
A 45
2002 2001
TRR M R
HK$’000 HK$’000
W F o T oC
A KA
JRE Ad5 281 1 Bk
CIEEEN i 549,940 638,254
W EEE 2 (569,506) (659,540)
(19,566) (21,286)
MBS (A B
WEW % 5 2 SR K
G R IE (LS
HELH) 5,198 3,715
JEAT &P 2 B A
FRIE (635 76 HE A
Tk B L At JE A 30 (24,764) (25,001)
(19,566) (21,286)

At 31 December 2002, the net retention held by
customers for contract works included in trade and other
receivables of the Group as disclosed in note 19

amounted to HK$13,720,000 (2001: HK$22,261,000).

At 31 December 2002, advances received from customers
for contract works included in other payables of the
Group as disclosed in note 21 amounted to

HK$1,091,000 (2001: HK$2,394,000).

MROERE AT A= —H > HEFE
AZAEHLTERARESTFHELBW
13,720,0000C ( — F & — 4 ¥
22,261,00070) - CELIEE M RE19PT 88 2
7 A [0 R AR R I HA B ik 2 I o

R EECES A=+ H > EE218r
P 7 2 AR A B A A S Gt 2R T
e i) 2 5 SR 2 T A 2 MR 1K 1,091,0007T8
(ZFFE—4F 0 #%2,394,00000) °

ARNHOLD HOLDINGS LIMITED % F| # ¢ A [} 2 +]
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NOTES TO THE ACCOUNTS JIk H B 5k

19. TRADE AND OTHER RECEIVABLES 19. M W sk B B0 fib I Wk
The Group The Company
AR AR

2002 2001 2002 2001

SRBUE CRT M DRBTE T

HK$’000 HKS$’000 HK$’000 HK’000

W% o W F oo BT 5 T oo

Trade receivables JE U ' 5 K 123,620 202,212 = -

Retention receivables JRE A £ B K T 24,355 31,720 - —
Prepayments and other TA A B ]2

receivables Al B U R 6,777 6,363 398 1,120

154,752 240,295 398 1,120

Included in trade and other receivables are trade debtors
and retention receivables (net of specific provisions for

doubtful debts) with the following aging analysis:

ST IR R JEC At R AT L 47 IR AR R B R
& (T PR ARFR IR 36 40) > IR B 2 B
o

The Group
7 45 14
2002 2001
e £ It S e
HK$’000 HK$°000
T s T T
Current 7 38 4 60,911 102,592
One to three months overdue B —F =1 A 38,347 65,381
More than three months overdue but 4 1 & #% = {f H {H

less than twelve months overdue Y AR A 27,150 43,554
Overdue more than twelve months i 3 - WA 21,567 22,405
Total debtors and retention receivables Ui i 2K & f B 4 48 147,975 233,932
Prepayments and other receivables TEAT I K HoAth W? W K 6,777 6,363
154,752 240,295

Debts from construction contracts are due when architect
certificates are issued and other debts are due normally
from the date of billing. Debtors with balances that are
long overdue are normally requested to settle all

outstanding balances before any further credit is granted.

ARNHOLD HOLDINGS LIMITED % F| ¥ it A fR 2 #]

S A 4 R ST T S T o R B )
A5 > HL i BRSO TE IO N g R H
R F I S A o A I AR AR A - BRI
B N AT BT A R AR > AT
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NOTES TO THE ACCOUNTS M H W 5k

20. CASH AND CASH EQUIVALENTS

The Group
A4
2001
SRR
HK$’000
BT T
Bank deposits with original Ji A E| ] H £
maturity of three =R A B RLTE
months or less Z AT R 404,677
Cash at bank and in hand  $RAT 173K S Bl 4 9,131

413,808

21. TRADE AND OTHER PAYABLES

The Group
A4

2001

e

HK$°000

e 1 F

Trade payables JE AT 5 B 65,757
Accruals and other JRE 5T 2 R HAth

accounts payables JRE AT B 3 92,536

Advances received from & P AT 3K
customers 2,394

160,687

All of the above trade and other payables are expected

—AERAEA -

to be settled within one year.

20. BE&RBEFEY

The Company
b |

391,807
777

392,584

21 MEAT Mk B JC b M A5 5%

The Company
AT
2001
e
HK’000
T T

748

748

DA 7 A B A5 B B EL At R AR 3 J0 5

ARNHOLD HOLDINGS LIMITED % #| # it £ [ 2 #
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NOTES TO THE ACCOUNTS JIk H B 5k

21. TRADE AND OTHER PAYABLES (continued)

Included in the trade and other payables are creditors

and bills payable with the following aging analysis:

21, ME A Mk B L il HE A % (4)

R A IR 5 T HE A R AR 50 455 M A5 IR T I
fEE% > FIRE T

The Group
A 45
2002 2001
TRR M R
HK$’000 HK$’000
W F o T oC
Due within one month or on demand  — il H /A 5% 2 %% 48 50 15 21 44,444 51,761
Due after one month but within three — — & J & {H ={f H 4 2
months 9,692 12,747
Due after three months = 1| A % 2 1,102 1,249
Total creditors and bills payable JRE AT W R e JRE A S 55,238 65,757
Accruals and other accounts payable 12 B S HoAth B £+ S 3K 72,118 92,536
Advances received from customers B P AT 1,091 2,394
128,447 160,687
22. PROVISIONS 22. Hif
Long service Employee leave
payments entitlements Total
RMRES I8 E B B
HK$’000 HK$’000 HK$’000
BT T W F o BT
At 1 January 2002 MR_EEFE—H—H 1,202 979 2,181
Additional provisions RN 570 1,837 2,407
Less: Amounts utilised M CEh 3K - (1,337) (1,337)
Charge to consolidated HirHHEEE
profit and loss account R 570 500 1,070
Less: Amounts settled W B S AT R (481) (318) (799)
Net effect on provisions AR 89 182 271
At 31 December 2002 /o= S
+ZH=+—H 1,291 1,161 2,452

ARNHOLD HOLDINGS LIMITED % F| ¥ it A R
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NOTES TO THE ACCOUNTS M H W 5k

23. SHARE CAPITAL

Ordinary shares of HK$0.10 each
A5 JB% i L 98 W 0.100 2 % 0 Bt

At 1 January 2002 and
at 31 December 2002

oHT AU
Ordinary shares of HK$0.10 each Number of shares HK$’000
9 B i 4L 95 W 0. 1000 2 35 38 I 43 ¥ H W F o
At 1 January 2002 Wo_EFEEFE—H—H 615,896,000 61,590
Exercise of share options AT {1 18 I HEE 3,600,000 360
Repurchase of ordinary shares i [l St 2 M (395,000,000) (39,500)
At 31 December 2002 WoEE—E+H=+—H 224,496,000 22,450

On 14 January 2002, 3,600,000 ordinary shares of
HK$0.10 each were issued at HK$0.592 (the pre-
determined subscription price upon the exercise of the
share options granted under the Executive Share Option
Scheme). These shares rank pari passu with the existing

shares.

On 29 January 2002, 395,000,000 ordinary shares of
HKS$0.10 each were repurchased and cancelled pursuant
to the conditional cash offer approved at the special
general meeting on 14 January 2002 and became

unconditional on 15 January 2002.

WoEFEF A
BOEEEF A SR

23. JBA
Authorised
b s
Number of shares HK$’000
JBe 4y ¥ H W T
800,000,000 80,000

Issued and fully paid

WFERZAE—-A T H > R8RS
#0.59270 (17 {f IR 4547 B A\ B I IR HE = 31
2 2 W e R R T 5 B 2 TR AT
3,600,000/ % 11 18 {H ¥ % 0.107C 2 &
M o 5% A5 e BRI IR0 2 R SR RE A o

P ERFETAE—H L > RER E
TR R ke b
ARG BT AR — H T H B e
PE 2 7 A G TR R > I IR I
395,000,000 /% %5 % T8 1B # ¥ 0.107C 2 ¥ 48

Jt o

ARNHOLD HOLDINGS LIMITED % F| # ¢ A [} 2 +]
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NOTES TO THE ACCOUNTS JIk H B 5k

24. RESERVES

The Group

At 1 January 2001,

as previously reported

Effect of adopting
SSAP 28*

At | January 2001,
as restated

Loss attributable to
shareholders
Deficit on revaluation
Reserve realised upon
recognition of
impairment loss
Share issue expenses

At 31 December 2001

Loss attributable to
shareholders

Reserve realised upon
recognition of
impairment loss

Repurchase of
ordinary shares

Exercise of share
options

At 31 December 2002

Company and
subsidiaries
Associate

At 31 December 2001

Company and
subsidiaries
Associate

At 31 December 2002

ARNHOLD HOLDINGS LIMITED % F| ¥ it A [}

HoEE—AE
—A—H
T 2R

A& 5t
Hostkz B

BEFE 4
—A—H>
ZEF|

T HE A s 482

i
e 2 L
32 Wl

Bl TR
BRI
oAt
Rl

Tt 8 s 9 B
BB 2

& [ 38 2 T B

AT f B 1

24. il il
AR E
Other

properties Investment
revaluation revaluation

Profit

Share reserve reserve and loss Contributed
premium  JBHE  BEEH  account surplus Total
Bedr i A it H HaEx HMEK LR
HKS$'000 HK$’000 HKS$000 HKS$'000 HKS$'000 HKS$'000
BT BETL BETL O BETX BETIL BETH
438,262 11,389 (12,035) 192,823 808 631,247
- - - (2,299) - (2,299)
438,262 11,389 (12,035) 190,524 808 628,948
- - - (53,520) - (53,520)
- (9,617) (11,554) - - (21,171)
- - 15,789 - - 15,789
(44) - - - - (44)
438,218 1,772 (7,800) 137,004 808 570,002
- - - (42,269) - (42,269)
- - 7,800 - - 7,800
(347,600) - - (4,198) - (351,798)
1,771 - - - - 1,771
92,389 1,772 - 90,537 808 185,506
438,218 1,772 (7,800) 131,171 808 564,169
- - - 5,833 - 5,833
438,218 1,772 (7,800) 137,004 808 570,002
92,389 1,772 - 84,530 808 179,499
- - - 6,007 - 6,007
92,389 1,772 - 90,537 808 185,506

\”j



NOTES TO THE ACCOUNTS M H W 5k

24. RESERVES (continued) 24.

* The adoption of SSAP 28 has meant that certain
provisions which meet the recognition and measurement
criteria prescribed in the new standard are recognised
at 31 December 2001. In accordance with the transitional
provisions of SSAP 28, these provisions have been made
and these adjustments have been made to the opening

retained earnings at 1 January 2001 only.

i 4l (%0

o ARG AEAE2IETE - LI AT
2T R AL TR~ F
TR A S H R - A A
Y528 2 48 HE B - AL IF i %5 0
- MR = EE S — A Z W4
1R BT FUAELLL I -

The Company V. A |
Profit
Share and loss Contributed
premium account surplus Total
B B ¥ £ Bk g -8 My
HK$’000 HK$’000 HK$’000 HK’000
i T e W T T s W
At 1 January 2001 i ZEE A
—H—H 438,262 13,960 75,067 527,289
Profit for the year A A BE T ) - 13,105 - 13,105
Share issue expenses et EEAT B A (44) - - (44)
At 31 December 2001 I
+ZHA=1+—H 438,218 27,065 75,067 540,350
Loss for the year 7 AR i i 18 - (18,973) - (18,973)
Repurchase of ordinary i [ 3% 28
shares Ji& A (347,600) (4,198) - (351,798)
Exercise of share options 17 il 1 % 1,771 - - 1,771
At 31 December 2002 I S
+ZA=+—H 92,389 3,894 75,067 171,350

The Group loss for the year retained of HK$42,269,000
(2001: retained loss of HK$53,520,000) included a profit
retained by an associate of HK$174,000 (2001: retained
profit HK$255,000).

The distributable reserves of the Company at 31
December 2002, under the Companies Act 1981 of
Bermuda, amounted to HK$78,961,000 (2001:
HK$102,132,000).

A AE B AR T 2 R B AR 4 ik 1 42,269,000
J6 (B ZR—AF R B 1R 53,520,000
J6) o ARG B A R 2 AR B U A
174,00000 (B Z — 4« {8 it F i ¥
255,0007%) °

MEFFZAEFZAZT R ARAR
P8 BRI — U\ AR A AT 4 A G A
FIEHEH578,961,0007T (FE 4 ¢
102,132,00075) °
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24.

25.

RESERVES (continued)

The contributed surplus of the Group represents the
excess of the nominal value of the shares of Arnhold
(B.V.1.) Limited and the nominal value of the deferred
shares of Arnhold Investments Limited acquired over
the nominal value of the Company’s shares issued in
exchange therefore pursuant to the Group’s

reorganisation in December 1993.

The contributed surplus of the Company represents the
undistributed excess of the net assets of the subsidiaries
acquired over the nominal value of the Company’s shares
issued in exchange therefore pursuant to the Group’s
reorganisation in December 1993. Under the Companies
Act 1981 of Bermuda, the contributed surplus is
distributable.

24. Gl (&)

7 4L E 2 H BB Bk 2 48 1 A Arnhold
(B.V.L) Limited 2 B {7 T { B % Rl % & A
R ) 22 908 SiE P 4 T (0 7 7 AR 2 A AR 9% —
JUILZAE A+ A R AL R AT 2 R
(FE 2y 2 4 b ot B 3 1 (B 2 28 i o

AN T H B R T R WA R S B ) 4 )
ZEEFEBEANFARE - LIL=4F+
TSR E AT 2 ey (DL g S Y
& 2~ W) 2 R ) T 2 R 2 IR AL B
R H 52 — LN — 2R - ERE R
TR e

DEFERRED TAXATION 25. 3B %€ B K
The Group
45 1
2002 2001
e £ Jag 2 TR
HK$’000 HK$°000
W T T T T
At 1 January Hw—H—H 430 1,150
Transfer to consolidated profit A GEE
and loss account (note 9) 1845 & (KM 7E9) (63) (720)
At 31 December wt_H=+—H 367 430
The Group
AEM
2002 2001
SRFogE O FFH
HK$°000 HK$°000
wHTT T T
Provided for in respect of: LA IE B AR 2
Accelerated depreciation allowances T 3 8 G Bl AR 367 430
Other timing differences HoAth 1Rf 2 = -
367 430

ARNHOLD HOLDINGS LIMITED % F| ¥ it A fR 2 #]




NOTES TO THE ACCOUNTS M H W 5k

25. DEFERRED TAXATION (continued)

26.

The potential deferred tax assets which have not been

accounted for in the accounts amount to:

Accelerated depreciation allowances  JIll 2 47 #5 %0 Bl %8
Other timing differences HoAth TRy 2

The revaluation of investment properties and other
properties does not constitute timing differences for
deferred taxation purposes as realisation of the
revaluation surplus would not result in a taxation

liability.

CONTINGENT LIABILITIES

(a) At 31 December 2002, there were contingent

liabilities in respect of the following:

Guarantees for credit 14 35 [l J&

facilities granted 2 ) 1] $RA4T
by a bank on behalf  $2 it £ 2K
of subsidiaries Wi

25. % B ()

A R F AR B R 2 LI B

The Group
AW

2002 2001
SRR e
HK$’000 HK$’000
#HT I T T
(293) (189)
(14,124) (8,415)
(14,417) (8,604)

A 15 W) 36 I L b ) 3 AR S B IE T
NG ZE o TR AL B AR S BN

EECGH BB A

26. AR
(@ MI-EFXZFFZA=+—H 3K
AR
The Group The Company
A 45 Y |

2002 2001 2002 2001
“REBME CRTF DRBME T
HK$°000 HK$’000 HK$’000 HK’000
W T oL T T W T oL T T
- - 222,000 222,000
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26. CONTINGENT LIABILITIES (continued)

27.

(b)

Land and buildings
— Not later than one year

— Later than one year and not later

Certain subsidiaries have given undertakings to the
banks that they will perform certain contractual
non-financial obligations to third parties. In return,
the banks have provided performance bonds and
letters of guarantee to third parties on behalf of
these subsidiaries. As at 31 December 2002, the
amount

of guarantees

HK$28,683,000 (2001: HK$32,618,000).

outstanding was

OPERATING LEASE COMMITMENTS

At 31 December 2002, the Group had future aggregate
minimum lease payments under non-cancellable

operating leases as follows:

o AT

than five years

ARNHOLD HOLDINGS LIMITED % F| ¥ it A fR 2 #]

— A — A N E
— B T A i

26. P £ (8D

(b) 5 T BH B 2 v i 1] SRAT 2K G B 1 5 =
HEATHE T IR MBE 2 &AL -
5255 BRAT O B AR R AT B B S 2 B 1)
B HRMB AR KSR E - R
FE M+ HZ+—H - B
£ 15 28,683,0007C (—FE L —4F « i
#532,618,00070) ©

27. BB ML K

RoRFE S AR
R B S LA A 2 I 0 M

BBy
The Group
45 1

2002 2001

SRROE ET 4

HK$°000 HK$’000

BT T T

2,102 1,706

3,126 89

5,228 1,795




NOTES TO THE ACCOUNTS M H W 5k

27. OPERATING LEASE COMMITMENTS 27.

(continued)

At 31 December 2002, the Group had future aggregate

minimum lease payments receivable under non-

cancellable operating leases as follows:

Land and buildings
— Not later than one year
— Later than one year and not later

than five years

28. RELATED PARTY TRANSACTIONS 28.

Significant related party transactions which were carried

out in the normal course of the Group’s business are as

follows:

Administration fee received by
Arnhold & Company, Limited
from the associate
(see note (a) below)

Gross rental income received by
Grandful Limited from the associate

(see note (b) below)

BB AR R (B

L A ERE R
S A LA M 2 R I

MEMN
The Group
AEH
2002 2001
e £ It S —EE I
HKS$’000 HKS$’000
1 T 0 F T
T B KT
— R A A e 307 201
— AR TR TR R
81 -
388 201
HMAREALZRY

BT 2 ERAES :
2002
TRER M
HEK$°000
W F o
LR B A T
28 AR 2 AT B
#M
(52 F X Ktat(a)) 938
AR A BR 2w 1] A R
W 8RR A
(JLF 3Bt aE(b)) 110

VAR B 31 20 74 S 1 SELA ) 2 N\ A 36

2001

e
HK$’000
1T

930
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28. RELATED PARTY TRANSACTIONS

(continued)

(@)

(b)

(c)

Arnhold & Company, Limited provides
management services to the associate for which it
charges an administration fee at a fixed monthly

amount.

During the year, the associate paid rental expenses
of HK$110,000 to one of the subsidiaries of the
Group, Grandful Limited.

In addition to transactions with related companies
as disclosed above, professional fees of
HK$303,000 (2001: HK$335,000) were paid to a
firm in which an independent non-executive
director is a partner. Besides, sales of consumer
goods of HK$5,959,000 (2001: HK$16,032,000) to
a listed group of companies in which an
independent non-executive director is also a

director of the listed group.

It is the intention of the directors of the Company
that the Group will continue its business
relationships with related parties under similar
bases as adopted in previous years. In the opinion
of the directors of the Company, the transactions
with the related companies were carried out in the
ordinary course of business on normal commercial

terms.

29. APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors

on 13 March 2003.

ARNHOLD HOLDINGS LIMITED % #| ¥ it 7 R 2 #

28. BLAREALZRY (8)

(a) ZFIA PR AR 44 B IR W5 T Hoi
SR MR A WORE 2 AT

(b) TAAETR > WA N R S A AL 4 A
110,0007C T — [A] 4 4 [ Z I & 2
Ao HERARAF -

(c) BRT bk B B AR 232580 A
S 18 10— K R AT B
303,0007C (ZFF—4F : #1335,000
J6) o AN TF 2 —H W IR AT E
AT Z BN o BAk 5 3 — 1
/AT SN T = R
5,959,00000 ( = & F — 4 : ¥
16,032,00070) » A2 &) — & M8 57 FF
TEHEFR A LT ERZ EH o

RIEAR RN R ERHE 2 Z - AL
B DLE AN AT 2 2 e BT Bl A A £y
HEBBR - ARFZERRS - HE
AT B FEAT 2 22 5 T H
5 38 T v 2 IE 7 2 RO AT o

29. #tBNRH

EHFOR FL=F =+ =HHMEA
EEZHRHE -



