NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

ANNUAL

Statement of compliance

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

A summary of the significant

below.

Basis of preparation of the financial statements

The measurement basis used in the preparation of the
financial statements is historical cost modified by the
revaluation of investment properties and the marking
to market of certain investments in securities as
explained in the accounting policies set out below.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

Subsidiaries

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

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

Intra-group balances and transactions, and any
unrealised profits arising from intra-group transactions,
are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from
intra-group transactions are eliminated in the same
way as unrealised gains, but only to the extent that
there is no evidence of impairment.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less any impairment losses
(see note 1(i)), unless it is acquired and held exclusively
with a view to subsequent disposal in the near future
or operates under severe long-term restrictions which
significantly impair its ability to transfer funds to the
Company, in which case, it is stated at fair value with
changes in fair value recognised in the income
statement as they arise.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

ANNUAL

Associates

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

decisions.

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

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

income statement.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Associates (continued)

In the Company’s balance sheet, its investments in
associates are stated at cost less impairment losses
(see note 1(i)), unless it is acquired and held exclusively
with a view to subsequent disposal in the near future
or operates under severe long-term restrictions that
significantly impair its ability to transfer funds to the
investor, in which case, it is stated at fair value with
changes in fair value recognised in the income

statement as they arise.

(e) Goodwill

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

- for acquisitions before 1 January 2002, positive
goodwill is eliminated against reserves and is
reduced by impairment losses (see note 1(i));

and

- for acquisitions on or after 1 January 2001,

positive goodwill

consolidated income statement on a straight-
line basis over its estimated useful life. Positive
goodwill is stated in the consolidated balance
sheet at cost less any accumulated amortisation

and impairment losses (see note 1(i)).

is amortised to the
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

(f)

ANNUAL

Goodwill (continued)

On disposal of a subsidiary during the year, any

attributable amount of purchased goodwill not

previously amortised through the consolidated income

statement or which has previously been dealt with as

a movement on group reserves is included in the

calculation of the profit or loss on disposal.

Other investments in securities

The Group’s and the Company’s policies for

investments in securities other than investments in

subsidiaries and associates are as follows:

(if)

REPORT

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

each investment individually.

Provisions against the carrying value of
investment securities are written back when the
circumstances and events that led to the write-
down or write-off cease to exist and there is
persuasive evidence that the new circumstances
and events will persist for the foreseeable future.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

(9)

Other investments in securities (continued)

(iil)

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

Profits or losses on disposal of investments in
securities are determined as the difference
between the estimated net disposal proceeds
and the carrying amount of the investments and
are accounted for in the income statement as
they arise.

Fixed assets

(i)

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

- Investment properties with an unexpired
lease term of more than 20 years are
stated in the balance sheet at their open
market value which is assessed annually
by external qualified valuers.

- Other fixed assets are stated in the
balance sheet at cost less accumulated

1(h)) and

impairment losses (see note 1(i)).

depreciation (see note
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

ANNUAL

Fixed assets (continued)

(if)

(i)

REPORT

Changes arising on the revaluation of investment
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 income statement,
if and to the extent that it exceeds the
amount held in the reserve in respect of
the portfolio of investment properties,
immediately prior to the revaluation; and

- when a surplus arises on revaluation, it
will be credited to the income statement,
if and to the extent that a deficit on
revaluation in respect of the portfolio of
investment properties, had previously
been charged to the income statement.

Subsequent expenditure relating to a fixed asset
that has already been recognised is added to
the carrying amount of the asset when it is
probable that future economic benefits, in
excess of the originally assessed standard of
performance of the existing asset, will flow to
the enterprise. All other subsequent expenditure
is recognised as an expense in the period in
which it is incurred.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(9) Fixed assets (continued)

(iv)

Gains or losses arising from the retirement or
disposal of a fixed asset are determined as the
difference between the estimated net disposal
proceeds and the carrying amount of the asset
and are recognised in the income statement on
the date of retirement or disposal. On disposal
of an investment property, the related portion
of surpluses or deficits previously taken to the
investment properties revaluation reserve is also
transferred to the income statement for the year.

(h) Depreciation

(i)

(if)

No depreciation is provided on investment
properties with an unexpired lease term of over
20 years.

Depreciation is calculated to write off the cost
of other fixed assets over their estimated useful
lives as follows:

- All
depreciated, to write off the cost less

land held on long leases is

estimated residual value, over its
remaining useful life to the extent that
depreciation would be material. Land held
on medium and short leases is
depreciated on a straight-line basis over

the remaining term of the relevant lease.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. EESTTBE (&)
(h)  Depreciation (continued) (h)y IE (#\)
(i) (continued) (i) (4)
- Buildings are depreciated on a straight = BFIEREGR
line basis over the shorter of their A& H (B |
estimated useful lives, being 50 years SRR H B R R
from the date of completion, and the ) sk A
unexpired terms of the leases; and EFHmES 2
REHEIEEG
EETRITE R
= Other fixed assets are depreciated on a = HMEEEETD
straight-line basis over their estimated NEHERER
useful lives as follows: FFA A F AR
T 5 F R
5
Leasehold 10 years or over b= TEYAHBEE
improvements the remaining MEEE F H
lease term (HEREER™)
(if shorter)
Plant and machinery 20% - 25% BB K 88 FE20%ZE25%
per annum
Furniture, fixtures 20% - 25% HE-KER FR0%E25%
and office equipment per annum MAERE
Motor vehicles 20% - 25% "E FE20%E25%
per annum
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

Impairment of assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be impaired
or an impairment loss previously recognised no longer
exists or may have decreased:

- fixed assets (other than properties carried at

revalued amounts);

- investments in subsidiaries and associates; and

= positive goodwill (whether taken initially to

reserves or recognised as an asset).

If any such indication exists, the asset’s recoverable
amount is estimated. For positive goodwill that is
amortised over 20 years from initial recognition, the
recoverable amount is estimated at each balance sheet
date. An impairment loss is recognised whenever the
carrying amount of an asset exceeds its recoverable
amount.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

ANNUAL

Impairment of assets (continued)

(1)

(i)

REPORT

Calculation of recoverable amount

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

Reversals of impairment losses

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

reversal of the effect of that specific event.

A reversal of impairment losses is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to the income
statement in the year in which the reversals are

recognised.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

)

(k)

Inventories

Inventories are carried at the lower of cost and net

realisable value.

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

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

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

which the reversal occurs.

Employee benefits

(i) Salaries, annual bonuses, paid annual leave,
leave passage and the cost to the Group of
non-monetary benefits are accrued in the year
in which the associated services are rendered
by employees of the Group. Where payment or
settlement is deferred and the effect would be
material, these amounts are stated at their

present values.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)

ANNUAL

Employee benefits (continued)

(if)

REPORT

The Group provides retirement benefits to
certain Hong Kong eligible employees under an
approved defined contribution retirement
scheme (“the ORSO Scheme”). The ORSO
Scheme is administered by independent trustees
with its assets held separately from those of
the Group. The ORSO Scheme is funded by
contributions from employees and employers
respectively at a rate of 5%, based on the
monthly salary payments of employees. The
unvested benefit of the employer’s contribution,
that is, the forfeited contributions can be utilised
to reduce future contributions of the employers.

As from 1 December 2000, the Group also
operates a Mandatory Provident Fund Scheme
(“the MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction
of the Hong Kong Employment Ordinance not
previously covered by the ORSO Scheme. The
MPF Scheme is a defined contribution retirement
scheme administered by independent trustees.
Under the MPF Scheme, the employer and its
employees are each required to make
contributions to the scheme at 5% of the
employees’ relevant income, subject to a cap
of monthly relevant income of $20,000.

Contributions to the ORSO Scheme and MPF
Scheme are recognised as an expense in the
income statement as incurred.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)

U

Employee benefits (continued)

(if) (continued)

The employees of the subsidiaries in the
People’s Republic of China (“PRC”) are
members of the Central Pensions Scheme
operated by local authorities. The subsidiaries
are required to contribute a certain percentage
of their payroll to the Central Pensions Scheme
to fund the benefits. The only obligation of the
Group with respect to the Central Pensions
Scheme is the required contributions under the
Central Pensions Scheme.

(iii) When the Group grants employees options to
acquire shares of the Company at nil
consideration, no employee benefit cost or
obligation is recognised at the date of grant.
When the options are exercised, equity is
increased by the amount of the proceeds
received.

Cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts
that are repayable on demand and form an integral
part of the Group’s cash management are also included
as a component of cash and cash equivalents for the
purpose of the cash flow statement.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

(n)

ANNUAL

Deferred taxation

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

Future deferred tax benefits are not recognised unless

their realisation is assured beyond reasonable doubt.

Provisions and contingent liabilities

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

the obligation.

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

(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

Revenue recognition

Provided it is probable that the economic benefits will
flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is
recognised in the income statement as follows:

(i) Sale of goods

Revenue is recognised when goods are
delivered at the customers’ premises which is
taken to be the point in time when the customer
has accepted the goods and the related risks
and rewards of ownership. Revenue excludes
value added or other sales taxes and is after
deduction of any trade discounts.

(ii) Rental income from operating leases

Rental income receivable under operating leases
is recognised in the income statement in equal
instalments over the accounting periods covered
by the lease term, except where an alternative
basis is more representative of the pattern of
benefits to be derived from the leased asset.
Lease incentives granted are recognised in the
income statement as an integral part of the

aggregate net lease payments receivable.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. FESHBER (#)

(o)

(9)]

(a)

ANNUAL

Revenue recognition (continued)

(iii) Dividends

- dividend

investments is recognised when the

income from unlisted
shareholder’s right to receive payment is

established.

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

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

Translation of foreign currencies

Foreign currency transactions during the year are
translated into Hong Kong dollars at the exchange
rates ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are
translated into Hong Kong dollars at the exchange
rates ruling at the balance sheet date.

The results of PRC subsidiaries are translated into
Hong Kong dollars at the average exchange rates for
the year; balance sheet items are translated into Hong
Kong dollars at the rates of exchange ruling at the
balance sheet date. The resulting exchange differences
are dealt with as a movement in reserves.

Borrowing costs

Borrowing costs are expensed in the income statement
in the period in which they are incurred.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(r)

(s)

®

Operating lease charges

Where the Group has the use of assets under operating
leases, payments made under the leases are charged
to the income statement in equal instalments over the
accounting periods covered by the lease term. Lease
incentives received are recognised in the income
statement as an integral part of the aggregate net

lease payments made.

Related parties

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

Segmental reporting

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

are different from those of other segments.

In accordance with the Group’s internal financial
reporting, the Group has chosen business segment
information as the primary reporting format and
geographical segment information as the secondary
reporting format.

(XT3 E)

1.

FTESFEE (8

(r)

(s)

(t)

REHERMX

RIOAEEZEELHEHERE
E AIRBEEELNMNKE
HEHmMRENSFTHERA-
NERERARNK -KEH
BT Y R AR S
BERPREILSEEFNRA
RRH AR EB D

FHEAL

RAFBHRERMS  LAKE
AERSEEES HRER
MHEREERREHETESE
AREEN ARME - HEAK
SEHRAZMAZEFRERF
BAZALT OREARAKE
ZERBEAL-BREALH
BERNALHEMHEE-

TERE

(DRI —EEEATEHHE
- EEEUxBERTEER
KR (EBDR) HERE
ZRBERE R R) REE
an 3 AR 7% - 1 {E B 0 48 P AR R
Z BRSPS 2 [ i B A
BAEe

REBEASE 2 AP BRET
N KEEEURBOEEHR
ERTEERT A MR D
BRAISREERT -



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

t)

ANNUAL

Segmental reporting (continued)

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

between group enterprises within a single segment.

Segmental capital expenditure is the total cost incurred
during the year to acquire segmental assets (both
tangible and intangible) that are expected to be used

for more than one year.

Unallocated items mainly comprise financial and
corporate assets, interest-bearing loans, borrowings,
corporate and financing expenses and minority
interests.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

2, TURNOVER

The principal activities of the Group are property and
investment holding, manufacturing and sales of watches and

timepieces.

Turnover represents the sales value of goods supplied to &
customers, interest income and rental income. The amount |
of each significant category of revenue recognised in turnover E

T

during the year is as follows:

(XT3 E)

2. BEEH

AEENEIEXEBRVERE RE
ER EEESTERBERHEE-

XRNDELETEPZEMEE
HMBBAREERA-REFER &
BMASTERAZ2EEAKAD

2002 2001
—EEF-F —EF-F
$’000 $’000
Fr For
Sales of watches and timepieces HEBEELNTER 103,780 73,998
Interest income B WA 7,036 19,923
Property investments YL E WA 5,580 5,468
116,396 99,389

= z z = F w



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
3.  OTHER REVENUE AND OTHER NET LOSS 3. HWARHMEBFEE
2002 2001
—FE-F —EFF-F
$’000 $’000
Fr Fr
Other revenue Hak A
Dividend income from listed securities & %5 MR 2 WA = 1,656
PRC valued added tax exempted RIS ERER R 5,667 5,790
Miscellaneous IR 543 1,013
6,210 8,459
Other net loss HEBEFEHE
Net realised and unrealised (loss)/ NAFEEIECEE
gain on trading and other REMBLE 2B FR
securities carried at fair value LA (BER) EFFE (183) 2,767
Net loss on disposal of fixed assets HERBRTEEZEIE TR (3) (3,482)
(186) (665)
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

4.

PROFIT FROM ORDINARY ACTIVITIES BEFORE TAXATION

Profit from ordinary activities before taxation is arrived at

(XT3 E)

4. —REBERBARF

—REBHRBANENE MR, (GEA)

after charging/(crediting): IIESE
2002 2001
—EE-F —EE—F
$’000 $’000
Fr For
(a)  Finance costs: (a) HMHER:
Interest on bank loans RITERZFE - 2,597
(b)  Staff costs: (b) {EEMHI:
Contributions to defined TE RE fH FUR K
contribution retirement BE R
schemes 1,236 1,270
Salaries, wages and e IER
other benefits H 43 7 19,461 16,647
20,697 17,917
()  Other items: (cy HmEAE:
Cost of inventories * TFEKA 65,854 44,248
Auditors’ remuneration % AT B &
— audit services — ZH R 918 875
— other services — H A AR 7 210 245
Depreciation we 4,916 5,529
Operating lease charges THREF KL
for land and buildings MEXH 430 541
Rental income from KEWMEHEKA
investment properties net AL 32 835,0007T
of outgoings of $835,000 (ZEZE—%F:
(2001: $994,000) 994,0007T)
— from China Everbright —REHE XK
Holdings Company Limited EEERAR]
(“CEH”) (ITAX&EH]) (1,740) (1,929)
— from others —RBHMA A (3,005) (2,545)
* Cost of inventories included $1,091,000 (2001: FEKACIZEES KA 7

$974,000) relating to staff costs, depreciation
expenses and operating lease charges, which amount
is also included in respective total amounts disclosed
separately above for each of these types of expenses.

EEAREEHES 12
1,091,000 (ZFEZF—4F:
974,0007T) ' L X #HFESE
B EBZRTETERE
WEEE



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
5.  TAXATION 5. WA
(a)  Taxation in the consolidated income statement (a) GeEBEmRZMERRE:
represents:
2002 2001
—EEC-F —EE-F
$’000 $’000
Fir Fr
Provision for Hong Kong Profits Tax ~ &€ E&BHME
for the year B = 149
Provision for income tax outside REZHE (FERI)
Hong Kong in the PRC for the year Fr 1S B B 15 1,921 1,067
Over-provision in respect of N FEBREER
prior years B (2]
1,921 1,201
Share of associates’ taxation FriG Bt & A R Fi 1R = 374
1,921 1,575
No provision for Hong Kong Profits Tax has been made REEMEBEME  ~EEBR
as the Group sustained a loss for taxation purpose for FRHEEABLEBE WAL E
the year. The provision for Hong Kong Profits Tax for EHBE - BRE_TT—F+
the year ended 31 December 2001 was calculated at ZRA=+—HIEFENEHR
16% of the estimated assessable profits. Taxation for 1SR T DAE 5T HE SR B s )
PRC subsidiaries is similarly charged at the appropriate Z16% B EFTE - BT B A A
current rates of taxation ruling in the PRC. Z BIE LA B IR T A A R iR
BEEATETHE-
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
5.  TAXATION (continued) 5. BiE (#)
(b)  Taxation in the consolidated balance sheet represents: b) HEEEABRIZHMERE:
2002 2001
—EEF-F —FF-F
$’000 $’000
Fr For
Provision for Hong Kong Profits Tax ~ RN&EE &E M S
for the year B - 149
Balance of provision for Hong Kong NEFEBRE
Profits Tax relating to prior years RIS 0 B 18 45 84 27 108
27 257
Provision for PRC income tax BT B B 1,921 1,067
Balance of provision for PRC A FE &
income tax related to prior years Fris B i iE & e 932 1,229
2,853 2,296
2,880 2,553
None of the taxation payable is expected to be settled I EAEA R T IBTE AR —
after more than 1 year. FRIREH -



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

5. TAXATION (continued)

(©)

ANNUAL

At the balance sheet date, the Group had an
unrecognised deferred tax asset of $2,485,000 (2001:
$2,300,000) which represents the tax effect of timing
differences arising as a result of tax losses available to
set off against future assessable profits. These deferred
tax assets have not been recognised in the financial
statements as it is not certain that the benefit will be
realised in the foreseeable future.

In the opinion of the directors, the deficit arising on
revaluation of investment properties situated in Hong
Kong does not constitute a timing difference for tax
purposes. In addition, the directors are of the opinion
that the Group has no intention to dispose of its
investment properties situated in the PRC in the
foreseeable future. Accordingly, no deferred taxation
has been provided on the revaluation deficit of these
property interests.

The Group had no significant unprovided deferred
taxation for the year or at the balance sheet date.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)

6. DIRECTORS’ REMUNERATION 6.

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

EEME

BEEBRAIGEHE161EEECE
Eeswm T

2002 2001

—EECF —EE—F

$’000 $’000

For For

Fees e 100 100
Salaries and other emoluments FrekH EMe 3,887 5,356
Retirement scheme contributions RIKE TSI 64 47

Included in the directors’ remuneration were fees of $100,000
(2001: $100,000) paid to the independent non-executive
directors during the year.

The remuneration of the directors is within the following bands:

4,051 5,603

BEEMePBERATFESINFTBL
JEMITEE 24 £100,0000T (=&
£ — 4 :100,0007T) °

E=MeNnFTHNEE:

Number of directors

$Nil - $1,000,000 = %£1,000,0007T
$1,000,001 - $1,500,000 1,000,001t £1,500,0007T
$1,500,001 - $2,000,000 1,500,001t £2,000,0007T

EE AN
2002 2001
—ze=% —zT-%
4
1
= 2



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

7. INDIVIDUALS WITH HIGHEST EMOLUMENTS

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

(XT3 E)

7. BEFMAL

TfussHFMALH EFm (ZF
T—F: =) REZ HMECENW
HRB-EBR=U (ZTEZE—F W
) AEZMEEBEMT:

2002 2001
—EECF —EE-F
$’000 $’000
For Fr
Salaries and other emoluments FHEehHMHES

The emoluments of the three (2001: two) individuals are within
the following band:

2,712 1,663

(2T —F M) AT Z2BE
TF T EE:

Number of individuals

REAH
2002 2001
—gR=f —g2—fF
$Nil — $1,000,000 £ £1,000,0007T 3 2
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

8.

10.

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The consolidated profit attributable to shareholders includes
a loss of $1,131,000 (2001: a profit of $4,487,000) which
has been dealt with in the financial statements of the
Company.

EARNINGS PER SHARE

(a) Basic earnings per share
The calculation of basic earnings per share is based
on the consolidated profit for the year of $5,393,000
(2001: $4,017,000) and the weighted average of
1,5652,198,392 ordinary shares (2001: 1,554,980,368
shares) in issue during the year.

(b) Diluted earnings per share
There were no potential ordinary shares for the year
ended 31 December 2002. Diluted earnings per share

was not shown for the year ended 31 December 2001
as all the potential ordinary shares were anti-dilutive.

SEGMENTAL REPORTING

Segmental information is presented in respect of the Group’s
business and geographical segments. Business segment
information is chosen as the primary reporting format because
this is more relevant to the Group’s internal financial reporting.
Business segments

The Group comprises the following main business segments:

(i) Sales of watches and timepieces, and

(if) Property investments.

(XT3 E)

10.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

10. SEGMENTAL REPORTING (continued)

(XT3 E)

10.

The segmental information for the year about these business
segments is presented below:

(a)

ANNUAL

Segmental revenue and results

* Segmental revenue

TEBE ()

RAFE BEREREBIBZORE

ARE2IIMT

(@) DEWAREME

Segmental results

1O TEEE
2002 2001 2002 2001
—BB-F -¥R-F -BR-F —®BE®-F
$'000 $'000 $'000 $'000
Fir Fir Frr Fir
Sales of watches and HEEZR
timepieces K ETE @ 109,557 80,203 5,854 8,624
Property investments MEKE 6,085 8,556 (158) (5,147)
Unallocated (note) REDT (H1 i) 6,964 19,089 (9,370) 318
122,606 107,848 (3,674) 3,795
Finance costs MIEER = (2,597)
Share of profits less losses Pk B & 2 &3 F
of associates B = 412
Gain on disposal of e — e R E
an associate g 4,000 =
Write back of provision BERBEKZEE
for long term receivable 7,000 4,000
Profit from ordinary — M E BB A
activities before taxation il 7,326 5,610
Taxation I8 (1,921) (1,575)
Profit from ordinary —MEBBRHE
activities after taxation il 5,405 4,035
Minority interests DEIR R (12) (18)
Profit for the year KEERF 5,393 4,017
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
10. SEGMENTAL REPORTING (continued) 10. DERE (#)
(a) Segmental revenue and results (continued) (a) ZDEWARESE (&)
There were no transactions among the Group’s HEZET_FR-ZTT—F
business segments during the years ended 31 +—A=Z+—HLEFER K
December 2002 and 2001. S B EBEREYEEITE
A2 5o

Note: The “Unallocated” segment mainly comprises financial M [RESRIHDEFTERRE

income and corporate expenses. BB ARPERS-
*  The segmental revenue can be analysed as * DBEBRAZNIAT:

follows:
2002 2001
—g®=% X T S
$'000 $'000
FT Fr
Turnover EER 116,396 99,389
Other revenue LN 6,210 8,459
122,606 107,848
(b)  Segmental assets and liabilities (b) SEEEREAEE
Segmental assets Segmental liabilities
THEE TEEE
2002 2001 2002 2001
—EE-E ZEBEE-§ C—BE-E —BE-F
$'000 $'000 $'000 $'000
F Fir F Fr
Sales of watches and HEBERNGEDR
timepieces 102,039 92,960 24,784 20,287
Property investments MELRE 81,889 84,500 6,255 7,208
Unallocated (note) REDE (KfaT) 381,943 381,889 15,325 15,559
565,871 559,349 46,364 43,054
Note: The “Unallocated” segment mainly comprises financial Hag: TREPEIDEETZBE
assets, receivables in respect of the sale of a MBEE - HE—HWEBAR
subsidiary and interest in associates. W RIBREE N E 2
Mo



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

10. SEGMENTAL REPORTING (continued)

(c)

ANNUAL

Other segmental information

(XT3 E)

10.

2EBE (8

(c) HitpEER

Capital expenditure

Depreciation incurred

wE BEXBX
2002 2001 2002 2001
“BBR-F ZEE-§ ZEE-F ZBE-F
$'000 $'000 $'000 $'000
Fir Fir Fir Fir

Sales of watches and HEEERKTED

timepieces 2,602 3,203 3,5il 2,281
Property investments MERE 1,590 1,589 = =
Unallocated REDTR 724 737 = =
4,916 5,529 3,751 2,281

The Group participates in two principal economic
environments. Hong Kong is a major market for the
Group’s property investment business and the other
parts of the PRC is a major market for sales of watches
and timepieces.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
10. SEGMENTAL REPORTING (continued) 10. ZE®|RE (8
(c)  Other segmental information (continued) (c) HttaEEHR (F)
In presenting information on the basis of geographical R E S EEEZ WE B
segments, segmental revenue is based on the APBBRAEREFPFEENE
geographical location of customers. Segmental assets EWM NP EERERRAIZTY
and capital expenditure are based on the geographical REEMEMEMLE 2k
location of the assets.
Hong Kong Other parts of the PRC
5B FEHEMEE
2002 2001 2002 2001
—BR-F ZEE-§ ZEET-F ZBEBE-F
$'000 $'000 $'000 $'000
Fir Fir Fir T
Revenue from external INREP 2 W=
customers 12,015 24,972 110,591 82,876
Segmental assets DEEE 450,568 453,765 115,303 105,584
Capital expenditure AFEEEECEARARYE

incurred during the year

= 3,751 2,281




NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
11.  FIXED ASSETS 1. BEEE
(a) The Group (a) =&K£H
Furniture,
Fixtures and
Leasehold office
improve- equipment
Land and ments Plant and HE- Motor Investment
buildings HEME  machinery %ER vehicles  Sub-total  properties Total
THRETF £ BEREE WLZRE RE it REN% oy
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
i i Fr T T T T Fr

Cost or valuation: RAEREE:

At 1 January 2002 i

-A-H 82,917 812 4,773 9,828 3,529 101,859 54,879 156,738
Exchange adjustments [ 5 33% 60 = 36 53 21 170 = 170
Additions RE 936 279 19 911 1,606 3,751 = 3,751
Disposals e - = = (13) = (18) = (13)
Deficit on revaluation ~ BfE B4 - - - = = = (1,019) (1,019)
At 31 December 2002 RZZZ-F

TZAZT-B 83918 1091 488 10779 5156 106767 53860 169,67
Representing: &
At cost A E 83,913 1,001 4,828 10,779 5,156 105,767 = 105,767
Atvaluation-2002  fHE--ET-F = - - = = = 53,860 53,860

| ssgis o toer 488 10779 5156 105767 53860 199627

Aggregate 2itHE:

depreciation:

At 1 January 2002 RZZE-%

—-A-AH 49,150 697 1514 5,015 2,254 58,630 = 58,630
Exchange adjustments ~ [E 5 % 21 - 12 23 14 70 - 70
Charge for the year ~ AEEHE 1,804 316 438 1,750 518 4,916 = 4,916
Written back on disposal £ & &5 - - = (10) = (10) = (10)

At 31 December 2002 RZZZ-F
+-F=t-H 51,065 1,013 1,964 6,778 2,786 63,606 = 63,606

Net book value: RAFE:

At 31 December 2002 RZ%
- —B 32,848 78 2,864 4,001 2,370 42,161 53,860 96,021

At 31 December 2001 7
-A 33,767 115 3,259 4813 1275 43,209 54,879 98,108
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
11.  FIXED ASSETS (continued) 1. BEEEE (#)
(b) The Company (by AT
Furniture,
fixtures and
office
equipment Leasehold
A" improvements Motor
#£ER HE vehicles Total
BAERE MEHE RE BE
$'000 $°000 $'000 $'000
Fir Fir Fir Fir
Cost: BAE:
At 1 January 2002 RZEE-F—H—H 2,508 626 610 3,744
Disposals & (13) = = (13)
At 31 December 2002 RZZEZT_F
+-A=+—H 2,495 626 610 3,731
Aggregate depreciation: ZHE:
At 1 January 2002 RZEE-F—-F—H 1,874 429 241 2,544
Charge for the year KEEHE 477 124 123 724
Written back on disposal HERRD (10) = = (10)
At 31 December 2002 RZZT=F
+-A=+—H 2,341 553 364 3,258
Net book value: REFE:
At 31 December 2002 RZEE-F
+-ZRA=+—-8 154 73 246 473
At 31 December 2001 RZEE-—F
+-A=+-8 634 197 369 1,200




NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

(c)

(LT 3E)
11.  FIXED ASSETS (continued) 11. BEEEE (&)
The analysis of net book value of properties is as (c) YEEmIFESNMT:
follows:
The Group
rEH
2002 2001
—EE-F —EE—F
$’000 $’000
Fir Fr
In Hong Kong BB
- long term leases —RHMBEE 61,372 64,188
Other parts in the PRC o H fh i (R
- medium term lease —HHEE 25,336 24,458
86,708 88,646

(d)

(e)

ANNUAL

Investment properties of the Group were revalued at
31 December 2002 by an independent firm of
surveyors, Chung, Chan and Associates, who have
among their staff Associates of the Hong Kong Institute
of Surveyors, on an open market value basis calculated
by reference to net rental income allowing for
reversionary income potential. The revaluation deficit
of $1,019,000 (2001: $1,121,000) has been charged
to the income statement.

The Group leases out investment properties under
operating leases. The leases typically run for an initial
period of two to four years, with an option to renew
the lease after that date at which time all terms are
renegotiated. None of the leases includes contingent

rentals.

The gross carrying amounts of investment properties
of the Group held for use in the operating leases was
$583,860,000 (2001: $54,879,000).

REPORT 2002

(d)

(e)

REBZREMER_ZTZTZ
F+ZA=+—RHzMH™EDH
BYREMTEZT (EBE
BREBREBIEMZEee8
ZAT) RARMEELELE
AR E 2 EEE S WA FEE
A7 fih o B i /& 41 1,019,0007T

—Z=ET—4:1,121,0007T) B
FFABZEE-

AEEREBELERHELEKRE
WE-HERNF/_ENF
WrEEBFHBEGRREENE
ARERN L HEBELM

AEEMBFAEUBRELERELY
MEZREMEZEOBEA
53,860,0007L (=TT — F:
54,879,0007T) °



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

FIXED ASSETS (continued)

(f) The future lease payments under the non-cancellable

(XT3 E)

11.

B E&E (%)

()  TAIBEEEEMEL 2 YRR

operating leases are receivable as follows: MERBEHLT:
2002 2001
—EEC-F —EE—F
$’000 $’000
Fir Fr
Within 1 year —F R 2,595 2,780
After 1 year but within 5 years —FRERAFR - 2,035
2,595 4,815

INTEREST IN SUBSIDIARIES 12. FEMEB QA ER

The Company

AT
2002 2001
—EEC-F —EE—F
$’000 $’000
Fr Fr
Unlisted shares, at cost JE LAY XA 21,374 21,374
Amounts due from subsidiaries JiE T B B 2 B R 3R 438,761 442 777
Amounts due to subsidiaries FE AT BT /B & B R 3Kk = (16)
460,135 464,135
Less: Provisions R (276,800) (276,800)

Details of the Company’s principal subsidiaries as at 31
December 2002 are set out in note 25. All of the Company’s

subsidiaries have been consolidated into the Group’s financial

statements except as described below.

183,335 187,335

FRARREZEZENBRAANR_-ZTET
FT_A=+—BHz2HBHNM =T
25 - BRI XFE SN NABIF BB
RAEBEHRAHRNARE ZWER
KA



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

12.

ANNUAL

INTEREST IN SUBSIDIARIES (continued)

The Group holds a 51% equity interest in Shunde Everbright
Sunto Computer Co. Ltd., a company which is established in
the PRC through which the Group had intended to participate
in the manufacturing and the sale of computer casing products
with third parties. Due to the non-disclosure of certain material
transactions by the subsidiary’s management and its minority
shareholder, the Group has reasonable doubt as to the
reliability of the financial information provided by the
subsidiary. The directors of the Company are of the opinion
that the subsidiary is practically in a management dead-lock,
and the value of the Group’s investment in this subsidiary,
and the collectibility of the amount due from it in a total
amount of $60.5 million, are doubtful. Accordingly, the
Group’s interest in this unconsolidated subsidiary has been
fully provided as from the year ended 31 December 1998.
The Group will not make any further investment in this
subsidiary.
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(XT3 E)

12.

FRiS P8 2 R & (8

REBEF AR B B XK
g8 T g A R AR S1 %R AN A
SEREEBZARBRAE=T724H
SENHEEMEAE M- AR %M
BRAACEEEREVBBERYUET
EARGARERE AKEHZHE
AAfRBECHMBER 2 EEEFE
RE-ARBEZERRUMEAA
ERLCRABRE FIAARKERZ
B AR 2R E R BB W E 8 A A
Z R (& #£60,500,0007T ) 139 X 5t
o itk AEB AT Z AR S A AR
BZHBRARERERAZ AN
FH+-_A=+—RLFERELEZE
BE-AEBET U ZHBARME
HERE—FRE-



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
13. INTEREST IN ASSOCIATES 13. FiEBE QTR
(a) (a)
The Group The Company
rE b NN
2002 2001 2002 2001
—BR-F -¥R-F -BR-F —®B®-F
$000 $000 $°000 $000
Fir Fir Fr F
Unlisted shares, at cost EEMRG  KAE = = 39,301 39,301
Share of net assets BIEEESE - - = =
Less: Impairment losses R ORERBE - - (35,652) (35,652)
_ - 3,649 3,649
Amount due to associate JBE 1< Bip & 1% R R 3R (3,649) (3,649) (3,649) (3,649)
(3,649) (3,649) - -

The Group has no associate which has significant effect
over the results or assets of the Group for the year
ended 31 December 2002. Prior to March 2001, the
Group held approximately 49.4% interest in Cokin
Limited, a company incorporated in the British Virgin
Islands. Cokin Limited held approximately 20% interest
in Chevalier iTech Holdings Limited (“Chevalier”) and
had no other business activities apart from the
investment in Chevalier. Chevalier is a company listed
on the HKSE which is engaged in the supply,
installation and servicing of computer equipment,
telecommunication systems and office automation
system. Cokin Limited was wound up in March 2001
and the Group’s attributable interest in Chevalier was
transferred to Everbright Creation International Limited,
a wholly owned subsidiary of the Group. Following the
transaction, the Group was unable to exercise
significant influence over the financial and operating
decision of Chevalier. Accordingly, the Group ceased
to equity account for the results of Chevalier and
classified its interest in Chevalier as investment
securities intended to be held on a continuing basis.
The Group’s share of net assets of Chevalier as at 31
March 2001 was considered as the deemed cost of
the investment securities on that date.

A

AEBR-_ZEZT-_F+=-A=
+—HALFETEHRNERE
BREEBRETEZEZHE
RE-R_TT—F=ZF 2
REBERERRBERHES
5 it X 32 Z Cokin Limited#9
49.4%#E 25 ° Cokin Limited$$ &
ELERIEERER AR ([H
T ) WoonEE BN ELZ
&SN Cokin Limited#] & 48 &
Hm¥EF - HTARB XL
TMHAR REEBHRE BN
RE R AEas b Rz H
FE - &2 R 4 {5 BR 7% ° Cokin
Limited® —ZZEZET—F=H&
B mMAEERETZHH
hEZNETAEER 2 Z2E
B B8 A &) Everbright Creation
International Limited ° 35 5 52X
B REBTERELTRTH
REERRELTFEERTE
AN AEERIEEESS
AEBELTEEAR TEHE
TEZVNAEFESTE2RESE
(o RNEEBN_ZTET—F=H
=t+—BHRELTZAHMEEEF
BEERANZB ZREBHFK
&Ko



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

13. INTEREST IN ASSOCIATES (continued)

(b)

ANNUAL

Associate - not equity accounted for

In July 1999, the Group through two wholly owned
subsidiaries of the Company, China Everbright
Technology Chains Limited (“CET Chains”) and China
Everbright Info-tech Land Limited (“Info-tech Land”),
acquired a 38% equity interest in Wuxi Taide I.T.-Land
Development Company Limited (“Wuxi Taide”). The
principal activity of Wuxi Taide is property development
in Wuxi, Jiangsu Province of the PRC.

The equity method of accounting for the results of the
associate, Wuxi Taide, is not adopted as no audited
financial statements of Wuxi Taide are available and
the Group is unable to exercise significant influence
on it. The operations of Wuxi Taide have ceased as
the company faced severe financial difficulties and
litigations were made by a number of creditors against
the company for repayment of debts.

The directors consider that it is more appropriate to
fully write off the Group’s interest in Wuxi Taide of
approximately $85 million in the financial statements
for the year ended 31 December 1999 in view of the
uncertainties on the recoverable amount of the

investment.

On 5 July 2002, CET Chains entered into a sale and
purchase agreement with Global Master China Limited
(“Global Master”), an independent third party, pursuant
to which, CET Chains sold its entire 100% equity
interest in Infotech-Land to Global Master for a cash
consideration of $4 million. The gain on disposal has
been dealt with in the consolidated income statement
for the year as gain on disposal of an associate.
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(K& THE)
13. FihEEEQATER (F)
(b) XEEZESEHEARzHZ
|

RKEER-—NANANFELRAER
WHE2%EK B 2 a China
Everbright Technology Chains
Limited ( [ CET Chains] ) K& /
Bt AREMRMBRAR ([&E
AR ]) - BAERBERERH
BERBERAA ([EHZRE])
38N A B RBFE
E¥BATEPEIHEEHUSE
MEER-

BN EH R BEALEZ
s HEk BEAKEREHHE
TREEAZEN BWTRBE
BENEREBERRESHR
BEE-BRNEHFERE
mEBREMBRRE BEZ S
EHEABENER EWZ
RAEIEBHFE-

ERREBETESKOEES
B MESERATHEMELASE
BEHEZ—NMANFE+ZA=1
—ALEFERESREZEH
¥ 25 4985,000,0007T J 8 A& 14
BRI H %

2T F+tAAABCET
ChainsE1 B 32 8 = 7 & B
FERARAR ([EB]) T
B E Wi B L - CET Chains
#4,000,000t 2R ERE - K
EEMBAZEMRME
1009% 1% 75 1 25 © tH & P 15 ) 7
DHEL & — e A E
STAmEBEER



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
14. INVESTMENT SECURITIES 14, REZEH
2002 2001
—2E-F =t & Ak
$°000 $'000
FT For
Equity securities listed in Hong Kong REZEEM 2 RAEFH 39,487 39,487
Market value BEE 14,487 21,523
15. LONG TERM RECEIVABLE 15. REEWERR

The Group and the Company

AEERAEAT
2002 2001
—EEC-F —EBE-F
$’000 $’000
Fr Fir
Amount receivable in respect of EER-_ZETTFLE
the sale of a subsidiary — R B AR B
in 2000, gross B 11,750 79,185
Less: Provision (note) o (M aE) = (7,000)
Amount receivable in respect of EER-_ZEZEZTFHE
the sale of a subsidiary — R BE AR ERE
in 2000, net F R 11,750 72,185
Less: Amount receivable within one year 8 FERS — F A UER 2 FRIB
and included in other receivables W EFAEA
(note 18) JEW K (Bfat18) (11,750) (72,185)

Amount receivable after one year

&R — F 12 W 2 FRIR

Note: The balance of the amount receivable has been fully settled
in 2003 and the provision brought forward of $7,000,000
has therefore been written back to the consolidated income

statement for the year.

Wit BERFEHONR _EE=FRHW
[@ - & 2 7,000,0007C & Al 4& 84 E
EMRERELGEIERRERD-



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
16. OTHER INVESTMENTS 16. Hftix &
The Group The Company
rEE KAT
2002 2001 2002 2001
—¥F-F Z-%T-F Z-TT-F C-FT-F
$000 $000 $°000 $'000
Fir Fir Fr Fir
At market value BMmE
Equity securities listed R & B M R
outside Hong Kong EzRAE - 720 - 720
17. INVENTORIES 17. =&
The Group
AEH
2002 2001
—EECF —EE—F
$’°000 $°000
For For
Raw materials R 10,085 6,211
Work in progress TR 3,807 1,951
Finished goods BRI o 26,054 28,829
39,946 36,991
Included in finished goods are inventories of $26,054,000 Ak B & B {8 45 26,054,0007T (=
(2001: $28,829,000), stated net of a general provision, made TZT—4:28,829,000t) 27 E"
in order to state those inventories at the lower of their cost BBk —REE NFEIERKAE
and estimated net realisable value. AT A BIRFEME R 2 BREKES
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
18. TRADE AND OTHER RECEIVABLES 18.  FEURBR R R H {th FE WL X
(i) (i)
The Group The Company
~EE AT
2002 2001 2002 2001
“EE-F —EE-§ CZTT-F ZEBTE-F
$000 $°000 $°000 $000
F Fr Fr Fir
Trade debtors FE i B X 6,788 7,391 - -
Amount receivable EHAR-_ZETFEHE
in respect of the sale — XM B D A e
of a subsidiary (KiaE15)
in 2000 (note 15) 11,750 72,185 11,750 72,185
Prepayments and B EMHIE
deposits paid kize 11,792 6,537 483 2,512
Other receivables Hh & Wk 2,559 3,930 1,019 672
32,889 90,043 13,252 75,369
All of the trade and other receivables are expected to TEHERFT A B UCBR X R E b B UK
be recovered within one year. KB —F AR E -
(i)  Ageing analysis of trade debtors of the Group are as (i) AEBZEKERER TN
follows: T
2002 2001
—EECF —EE—F
$’000 $’000
Fr For
Current 1R B 6,129 6,327
1 to 6 months overdue w1 ZE61E A 419 259
More than 6 months overdue wHIGME A A £
but less than 12 months overdue B 121E A 240 805
6,788 7,391
Trade debts are due after 1 month from the date FEUW AR A BR B8 B HARB 5T — (&
of billings. Trade debtors with balances that are A B -WEREHBH=
more than 3 months overdue are requested to settle BANE BEEEMBRAR
all outstanding balances before any further credit BAIBHRTEMNE-—FTEE-
is granted.



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
19. CASH AND CASH EQUIVALENTS 19. BEeRBELEEY
The Group The Company
x&E KAF
2002 2001 2002 2001
“ER-F CZBE-f CZE¥-F CZBEFE-F
$°000 $000 $'000 $°000
Fr Fr Fr Fr
Deposits with banks and TERAT ] Ho A BF 75
other financial institutions HE R FR 323,168 265,760 323,168 259,935
Cash at banks and in hand RIT1EFERES 34,336 28,240 3,919 3,558
357,504 294,000 327,087 263,493

Included in the deposits with banks and other financial
institutions is a deposit of $Nil (2001: $2,652,000) pledged
as a security against a banking facility extended to the Group.
At 31 December 2002, the facility has been terminated. (At
31 December 2001: $1,420,000 of the banking facility was

RekBReEEYMREERITREM
MBERENTEREL (ZET—F:
2,652,0007T) ' AERE B FTERTT
BYTHERBEZ2ER - R_TT=F
+TZA=+—H ZERFEELERL

utilised). (RZEE—F+A=+—H:E®

2z 12 % &1,420,0007T) °

20. TRADE AND OTHER PAYABLES 20, ENERIFEEMEFSR
The Group The Company

REE VNN
2002 2001 2002 2001
—BB-F -¥R-F -BR-F —®BR®-F
$000 $'000 $'000 $'000
T T FiT T
Trade creditors JEE 1< BR 32X 16,311 10,884 = =
Bills payable NS - 1,420 = =
Accrued expenses BIRER 3,643 4,150 829 1,062
Deposits received Bz 2,815 3,567 = =
Other payables H bR 16,341 13,954 10,845 10,845
39,110 33,975 11,674 11,907

All trade creditors and bills payable are due within 3 to 6
months.
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

21.

SHARE OPTION SCHEME

The Company has a share option scheme which was adopted
on 25 May 2001 whereby the directors of the Company are
authorised, at their discretion, to invite employees of the
Group, including directors of any company in the Group, to
take up options to subscribe for shares of the Company. The
share option scheme shall be valid and effective for a period
of ten years ending on 24 May 2011, after which no further
options will be granted. For options granted before 1
September 2001, the exercise price of options was
determined by the board and was the higher of the nominal
value of the shares and 90% of the average of the closing
prices of the shares on the Stock Exchange of Hong Kong
Limited (“HKSE”) for the five business days immediately
preceding the date of grant. For options granted on or after
1 September 2001, the exercise price of options is the highest
of the nominal value of the shares, the closing price of the
shares on the HKSE on the date of grant and the average
closing price of the shares on the HKSE for the five business
days immediately preceding the date of grant. Each option
gives the holder the right to subscribe for one share. During
the year, there is no share options granted or exercised.
There were no outstanding options at 31 December 2002.

(XT3 E)

21.

BrARBROETSE

ARAR_TT—FAA_tHBER
M—REERBERMDETS BUHE
BEARRESHEREFASEZESR
(BRASBEEMNKERARZES) &
MEERBRNE URBARE MK
-BERBRNHEFIRBE_F
——FAA-tTHOBLET+FHERE
MEER ZHHAEETEBTRHE
AELIRBENE- IR _FT—F
NA—HZAREZBARBRNE
mE BERBRNDEZITEEHRE
EZEBI AROEEREROERE
RERHAEEXEARBERAR
SHERAT (TBRAT]) Z2FHK
MENME LB RE - RN _FF
—FNA-HRZRRHZEBERE
Befntgim = TEER SR EE K
D R B HI B S B 2 W T (B R B
B X L A HI A0 78 & 5 A R
RHZFARTE=5282% &
MEERBBRNOEDR TEIFEAN
RE BB ZEMN RAFEAL
ERTHTEELRBEROE R
EE_F+ A=+ —BUEEAH
RATEZBERBRMDE-



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
22. SHARE CAPITAL 22. KX
2002 2001
—BECF —EE-F
No. of No. of
shares Amount shares Amount
i8R kA RGEE -]
'000 $°000 ‘000 $000
T Fr T Fir
Authorised: ETE
Ordinary shares of $0.10 each BREMBE010TZ
LB 2,000,000 200,000 2,000,000 200,000
Issued and fully paid: EETRBHHYE:
At 1 January »n—A—H 1,653,349 155,335 1,560,221 156,022
Shares repurchased 5 [ 1 (8,518) (852) (6,872) (687)
At 31 December ®R+-—A=+—8H 1,544,831 154,483 1,553,349 155,335
During the year, the Company repurchased its own shares REERN NARRBEIAEDRDRS
on the HKSE as follows: BT :
Number Highest Lowest

of shares price paid price paid  Aggregate
repurchased per share per share price paid

Month/year BRZESA IXMH28R XAz8R Xz
%,/ A6 2R BEmiRE 1K BB BRAE
$ $ $000
JT JT Fr
October 2002 —TT-F+A 2,644,000 0.295 0.25 724
November 2002 —EE_F+—H8 5,874,000 0.32 0.30 1,838
8,518,000 2,562
The repurchased shares were cancelled and accordingly the BERBERMELETE ~2FE
issued share capital of the Company was reduced by the BOTRAE IR ERG 2 AEHEE
nominal value of these shares. Pursuant to section 37 of the BIE-RIBERSEERARE(ZEE—
Companies Law (2001 Second Revision) of the Cayman FEIERTHR) E3715 B R AT
Islands, the premium paid on the repurchase of the shares of % 81,710,000 2 5T AR5 & B BR
$1,710,000 was charged to the share premium account (note (BtsE23) °
23).
During the year, there were no share options granted or RAEAFEATER TRITERLERE
exercised. AR A9 #E
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
RESERVES 23. f#fE
Goodwill
arising on Statutory
Share consolidation reserves Exchange Accumulated
premium  GEEAH EE reserve losses Total
Bh&E MEEZHE fELS ENfkE 2EER am
$000 $000 $000 $000 $000 $000
i Fr fr fr i Fr
The Group 1%
2001 “E8-%
At 1 January 2001 N-_EZ-F-A-H 681,643 (15,300) 1,785 (268) (309,157) 358,703
Purchase of own shares ERAgR{H
~ premium paid -B%E (2,051) - - - - (2,051)
Exchange differences on AEHRERANE
translation of financial RARBRERL
statements of ENESE
PRC subsidiaries - - - 32 - 32
Share of exchange reserve it —BEBE AR
of an associate R - - - 16 = 16
Transfer to statutory reserve  EAZZTHEES
(note (i) (Wit () - - 975 - (975) -
Profit for the year REERF - - - - 4,017 4,017
At 31 December 2001 RZZE-F1A
=+-H 679,592 (15,300) 2,760 (220) (306,115) 360,717
2002 g 3 g3
At 1 January 2002 R-EE-F-F—H 679,592 (15,300) 2,760 (220) (306,115) 360,717
Purchase of own shares BERH R
~ premium paid -BI%E (1,710) - - - - (1,710)
Exchange differences on BMEREBERNE
translation of financial REAABREL
statements of BEHES
PRC subsidiaries - - - 367 - 367
Share of exchange reserve fit—HBERR
of an associate iR - - - - - -
Transfer to statutory reserve ~ EBREZZTHEES
(note (i) (B () - - 1,083 = (1,983) =
Profit for the year KEERM - - - - 5,393 5,393
At 31 December 2002 R-ZZ-F1+-A
=+-8 677,882 (15,300) 4,743 147 (302,705) 364,767
= z z = F kS5l



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
23. RESERVES (continued) 23. f#f (8
Notes: B
(i) These are statutory reserves of PRC subsidiaries which are 0] HAETRRWEB AT T EDIREZE
non-distributable. FEHEES
(i) Included in the figure for the accumulated losses is an (ii) NEBEEPBEE—HEREBZS A
amount of $27,337,000 (2001: $27,337,000) attributable to F127,337,000C 2 KB (— BT —
associates. 4 :27,337,0007T) °
(iif) The application of the share premium account is governed (iii) B EEEsERNSHESEEN
by the Companies Law (2001 Second Revision) of the AE(ZEE—F% —1B5TH) BT
Cayman Islands. IR -
(iv) The exchange reserves have been set up and will be dealt (iv) B H BT R WS IRIEINE
with in accordance with the accounting policies adopted BMEFMRA e HEEIE-

for foreign currency translation.

Share Accumulated

premium losses Total
B =B 2EER k]
$°000 $°000 $°000
Fr Fr Fr
The Company AT
2001 —B22-F
At 1 January 2001 R—_ZE—-F—H—H 681,643 (8283,224) 358,419
Purchase of own shares BRAFEMH
— premium paid —Bf%EE (2,051) - (2,051)
Profit for the year KEZHF = 4,487 4,487
At 31 December 2001 RZZEZE—F
+-RB=+—8 679,592 (318,737) 360,855
2002 —BBRCF
At 1 January 2002 R-_EE-_F—H—H 679,592 (818,737) 360,855
Purchase of own shares BREAS KA
— premium paid —-Bff%E (1,710) = (1,710)
Loss for the year RNEZEIRE - (1,131) (1,131)
At 31 December 2002 RZEZ-F
+ZA=+—8H 677,882 (819,868) 358,014
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)
24. OPERATING LEASE COMMITMENTS 24, REHERIE
At 31 December 2002, the total future lease payments under RZEZEF+-_A=+—0 17
non-cancellable operating leases are payable as follows: BOHEEHO BN RREERESF
BRI R
2002 2001
—EF-F =
$’000 $’000
FT For
Within one year —&R 480 273
After one year but within five years —FRERFA 1,618 55
After five years hF% 1,960 -
4,058 328
25. PARTICULARS OF SUBSIDIARIES 25. MBATRFHE
The following list contains only the particulars of subsidiaries LW EEAEE s $EREER
which principally affected the results or assets of the Group. REBZE L WBRRIER -BSE
The class of shares held is ordinary shares unless otherwise FERASN BT RR (D 2 FERI A @Ak
stated.
Nominal value of
issued and fully
Place of paid ordinary
incorporation/ capital
operation EETR Attributable
Name of subsidiary M EBEME Principal activities interest
Cop - N R EERAEE FTEEK FEfh R I
Qingapen Limited Hong Kong/PRC $2 Property 100%
BREEERAR &8,/ 27T investment
MERE
Wisdom Power Property Hong Kong $2 Property 100%
Limited BB 27T investment
BIMEERRAR MERE



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LT 3E)

25. PARTICULARS OF SUBSIDIARIES (continued) 25. KMiBABFE (&)

Nominal value of
issued and fully

Place of paid ordinary
incorporation/ capital
operation EBTR Attributable
Name of subsidiary MR FBHME Principal activities interest
MEAREME = $:081 ZERAHEE FTEXEK iR
Everbright Watch and # PRC $30,000,000 Manufacture 100%
Clock (Shenzhen) Co., # 30,000,0007T and sales of
Limited watches and
e RAOK ik ORI timepieces
BRAQA B
FUENHE
Sealgold Precision # PRC $3,000,000 Sales of 100%
Manufacturing # 3,000,0007T watches and
(Shenzhen) Co., Limited timepieces
AR S ETRE ORY) RIS
BRAA
Shenzhen Everbright @ PRC RMB500,000 Sales of 60%
Southern Trading Co., @ A R #500,0007T watches and
Limited timepieces
RIMEKKRE AT ESER DA EIRIHE
# Registered as a foreign investment enterprise
# RN ERE
@ Registered as a limited liability company
- @ A ARBERETAF
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NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

26.

27.

MATERIAL RELATED PARTY TRANSACTIONS

(XT3 E)

26 BEAEBEBEATZEARS

Transactions with and amounts paid to or received from a EERRERENE R T2R5
controlling shareholder and its subsidiaries: o JE 1 3 e W TR

2002 2001

=F P R —z2E-%

$’000 $’°000

For For

Rental paid for staff quarter TNEITEEMHES 160 267

Rental income on properties YIRS WA (2,220) (2,409)
POST BALANCE SHEET EVENTS 27. #HEBR#FEHE

(i) On 14 March 2003, the Company entered into a sales (i) E@:gg F=ZATHEA K

and purchase agreement with an independent third NAE— BT E =R —

party, pursuant to which, the Company agreed to
purchase the entire issued share capital in Starlex
Limited (“Starlex”), incorporated in British Virgin Islands,
for a cash consideration of $99.8 million.

On the same date, Starlex entered into an equity
transfer agreement pursuant to which, Starlex agreed
to acquire the entire equity interest in Beijing Jing Guan
Property Development Co. Ltd (“Jing Guan”) from the
existing investors.

Jing Guan was established on 8 June 2000 as a
domestic limited liability company in the PRC with
registered capital of RMB20 million. Jing Guan will be
transformed as a wholly foreign-owned enterprise
following the equity transfer. Jing Guan is engaged in
property development and the sole asset of which is a
piece of land with site area of approximately 45,900
square meters situated at East Part of E Area,
Taiyanggong New District, Chao Yang Qu, Beijing, the
PRC. The property development project is still in the
development stage and the demolition and resettlement
in respect of the site has been completed.

A

BHEEWHZH Bt ARARE
%38 & 1€ 99,800,000 T8 &
Starlex Limited ( [ Starlex] ) &
HeBTRA ZARRERE
BARSEMA-

B B - Starlexs] 7 —THE R 8 E
W358 - 5 1tk Starlex@ E AR A
KEEBEIL R R E M E R
BERAE ([RE]) 2IARA
RS o

RER_ZEZEZTFNANA
ERPBRNYARNEERE T
RACEMERANABEARE
20,000,0007T * # 1T iR E & %
B REBEtEEIINERE-
RENEMERR ¥R H
W—EEAR—BUNFRILR
mEkE R ABEILEAGEH
[@ Bl 5 50 E & 445,900 77
Kz - ZMEERIER W
BB ML+ 2 i
HEkBHEIEDERK



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

27. POST BALANCE SHEET EVENTS (continued)

(if)

ANNUAL

On 21 March 2003, the Company entered into an
agreement with a subsidiary of CEH, China Everbright
International Limited (“CEIL”).
agreement, the Company agreed to purchase and CEIL

Pursuant to the

agreed to sell 100% interest in each of Tung On Assets
Limited (“Tung On”) and Bright Merit Investments
Limited (“Bright Merit”) at an aggregate cash
consideration of $7,000,000. Tung On and Bright Merit
hold an aggregate 72.01% interest in Wellpeck
International Group Limited (“Wellpeck”).

On the same date, a wholly owned subsidiary of the
Company, Prime Win Profits Limited (“Prime Win”),
entered into an agreement with Joint Cheer
Investments Limited (“Joint Cheer”), an independent
third party. Pursuant to the agreement, Prime Win
agreed to purchase 27.99% interest in Wellpeck from
Joint Cheer at a cash consideration of $2,170,000. At
the completion of the two transactions, which is
expected to be on 28 March 2003, the Group will
have a 100% beneficial interest in Wellpeck. The
principal activities of Wellpeck and its subsidiaries are
manufacturing and sale of timber products,
development and servicing of machineries, investment

holding, and trading and export of forest products.

REPORT 2002

(XT3 E)

27.

FEBAREBE (A

(if)

ZJK AIENREB 2K E R T
REERBEERBRAR ([HXX
BIFR]) I —E & BB
wOARRIREBEBEmEKNR
B[R & & M Tung On Assets
Limited ([ Tung OnJ ) X Bright
Merit Investments Limited
( ['Bright Merit] ) & B 2 100%
- HERES 7,000,000
JC°Tung On % Bright Merit&
¥ & Wellpeck International
Group Limited ( [ Wellpeck] )
72.01% 5 °

BH AR ZE2EMBRR
Prime Win Profits Limited
([Prime Win] ) 8 —Z B &
= % Joint Cheer Investments
Limited ( [ Joint Cheer] ) 5132 1%
FHoRE MR Prime Win[E B 1%
I & R {82,170,0007T M Joint
Cheerli § E # & ~ Wellpeck
27.99% R m - MK MIAR 5
(BB _ZTE=F=-A=+
NB) B AEEHE=ES
Wellpeck 100%# & ° Wellpeck
RERBARINEZEBL AL
ERHEAVMER HERSE
EHRE R ETERMMARE®
ZES kO



NOTES ON THE FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars)

28.

ADOPTION OF REVISED SSAPs

The following revised SSAPs issued by the HKSA, which
became effective during 2002, were adopted for preparation
of the Group’s financial statements for the years ended 31
December 2001 and 2002:

- SSAP 1 (revised) “Presentation of financial statements”
- SSAP 15 (revised) “Cash flow statements”

Adoption of SSAP 1 (revised) “Presentation of financial
statements”

In order to comply with the revised requirements of SSAP 1
(revised), the Group adopts the new statement “consolidated
statement of changes in equity” which replaces the
“consolidated statement of recognised gains and losses”
included in previous financial statements. The new statement
reconciles the movement of key components of the
shareholders’ fund, including share capital, reserves and
retained earnings, from the beginning to end of the year.

Adoption of SSAP 15 (revised) “Cash flow statements”

The format of the consolidated cash flow statement has been
revised to follow the new requirements of SSAP 15 (revised)
“Cash flow statements”. As a result, cash flow items from
taxation, returns on investments and servicing of finance have
been classified into operating, investing and financing activities
respectively and a detailed breakdown of cash flows from
operating activities has been included on the face of the
consolidated cash flow statement. Comparative figures have
been reclassified to conform with the current year’s
presentation.

(XT3 E)

28.

RAZETz2EtERER

AREERUBEE _TT—FR _TF
—HE+ A=+ HLEEEZHBHR
xE - EEMATIHESEHMAE
FTEMmmR T FERZEIER]

SETEBER:

—  SRHEBEINFEIF (EEFT)

(MR ER 225

— SRTEZKERIF155 (KER])

[REREX]

RS EBERNE 1R (RER) [#
BHEzZ25 ]

REEEFEBERE IR (EER]D)
ZRIERTHRE REBERAFTH (78
BB R | R AR R B3R R P
e CRRAWEBREAFTER] -
MBAARRESTEERE D B
EEA FEREREEN FIRE B F
NEFRZ2EH-

KM EBERF 155 (BET)
[RERER]

HERERERZEITACHES
FHEBEAE165E (RERT) [RER
BRI ZHINE T IMEET AUt - BIE -
REOBEBMEKNAZRERERE
ENHREARE RELKRELRD-
REEHZHREREZHAA EEE
REEREREREF LBRHFE
B UNERAFEZZ5TGT R

A
A
[
W
W
H



