NOTES TO THE ACCOUNTS
Wk H BF

1. PRINCIPAL ACCOUNTING POLICIES 1. FZEgulBg

The principal accounting policies adopted in the A S 5 IR I WRE BT ) 2 R S BOR RS

preparation of these accounts are set out below: T

(a) BASIS OF PREPARATION (a) HiHIEHE
The accounts have been prepared under the M I 79 AR R R B AR 9 A S 4R
historical cost convention in accordance with Mz astE AR > WA S FSEE
accounting principles generally accepted in Hong W AEr (TR s Ae ) iz g
Kong and comply with accounting standards issued AEHER o

by the Hong Kong Society of Accountants

(“HKSA”).

In the current year, the Group adopted the following A B A AR FERR A DL T R W | R
Statements of Standard Accounting Practice Il A7 A 2 et s R ([ At
(“SSAPs”) issued by the HKSA which are effective A > BRHRZFRZ A A HX
for accounting periods commencing on or after 1st W% H LR B i 2 &t

January 2002:

SSAP 1 (revised) . Presentation of financial statements
w3 B 2R 155 (R 98 AT) P MBHREZEH A

SSAP 11 (revised) :  Foreign currency translation

BAt R 1E (R AMEBRE

SSAP 15 (revised) :  Cash flow statements

gat RS suE (BB 2 BeWER

SSAP 34 . Employee benefits

LER RN © EERMN
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1.

NOTES TO THE ACCOUNTS

PRINCIPAL ACCOUNTING POLICIES

(continued)

(b)

CONSOLIDATION

The consolidated accounts include the accounts of
the Company and its subsidiaries made up to 31st
December. 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.

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.

A subsidiary is an enterprise in which the Group
has the power to govern their financial and
operating policies so that the Group obtains benefits

from these activities.

1.

Wk H W

3 21wl O (A

(b)

HAaikH

BRI H O R AAR A B K 4 R
MARE+ZA=+—HIEZIKH - 4
PR B B 2 R DR A W 2 SE AR T
e i A A R R R O A A R
H ok (il ) 50 A&7 & H AR IR

AL g o A 2 — D) K38 5 e
B TR A5 A IR B B -

FEARAF 2 EERAFEN » R HEA
Tl Z B e A Wk A e 1 98¢ 4 51
MR o A W) 5 4 B MR HE e T B I
ot J 2 W) Z SR AR o

W B 2 ) A 4 I A A L B T
RBBUORZ A3 > B ACEE ] 4 %
GREBP S -




NOTES TO THE ACCOUNTS

e H
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1. PRINCIPAL ACCOUNTING POLICIES

(continued)
(¢) FIXED ASSETS

(i)

(ii)

(iii)

LEASEHOLD IMPROVEMENTS

Leasehold improvements are stated at cost

less accumulated depreciation and
accumulated impairment losses. Cost
represents the purchase price of the asset and
other costs incurred to bring the asset into

its existing use.

Depreciation of leasehold improvements is
calculated to write off their carrying amounts
over the unexpired periods of the leases or
their expected useful lives to the Group,
whichever is shorter. The principal annual
rates used for this purpose ranged from 20%
to 30%.

OTHER TANGIBLE FIXED ASSETS

Other tangible fixed assets are stated at cost

less accumulated depreciation and
accumulated impairment losses. Depreciation
on other tangible fixed assets is calculated
to write off their cost on a straight-line basis
over their expected useful lives to the Group.
The principal annual rates used for this

purpose ranged from 20% to 30%.

RESTORING COSTS

Major costs incurred in restoring fixed assets
to their normal working condition are
charged to the profit and loss account.
Improvements are capitalised and
depreciated over their expected useful lives

to the Group.
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1.

NOTES TO THE ACCOUNTS

PRINCIPAL ACCOUNTING POLICIES

(continued)

(0

(d)

(e

FIXED ASSETS (continued)
(iv) IMPAIRMENT

At each balance sheet date, both internal and
external sources of information are
considered to assess whether there is any
indication that 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

profit and loss account.

(v) GAIN OR LOSS ON DISPOSAL OF
FIXED ASSETS

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

and loss account.

ASSETS UNDER 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 profit and loss account on a straight-

line basis over the lease periods.

INVESTMENT

The Group’s interest in club membership is shown
as an investment and stated at cost less any
provision for impairment losses.
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NOTES TO THE ACCOUNTS
Wk H BF

1. PRINCIPAL ACCOUNTING POLICIES

(continued)

®)

(g

(h)

(i)

TRADING SECURITIES

Trading securities are carried at fair value. At each
balance sheet date, the net unrealised gains or losses
arising from the changes in fair value of trading
securities are recognised in the profit and loss
account. Profits or losses on disposal of trading
securities, representing the difference between the
net sales proceeds and the carrying amounts, are
recognised in the profit and loss account as they

arise.

INVENTORIES

Inventories are stated at the lower of cost and net
realisable value. Cost, calculated on the weight
average method, comprises all costs of purchases
and other costs incurred in bringing the inventories
to their present location and condition. Net
realisable value is determined on the basis of
anticipated sales proceeds less estimated selling

expenses.

ACCOUNTS RECEIVABLE

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

net of such provision.

EMPLOYEE BENEFITS

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

sheet date.

Employee entitlements to sick leave and
maternity or paternity leave are not
recognised until the time of leave.
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1.

NOTES TO THE ACCOUNTS

PRINCIPAL ACCOUNTING POLICIES

(continued)
EMPLOYEE BENEFITS (continued)

(i)

(i)

(iii)

Bonus plans

Provision for bonus plans due wholly within
twelve months after balance sheet date 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.

Pensions obligations

Following the adoption of the Mandatory
Provident Fund (“MPF”) Scheme in
December 2000, all staff of the Group
employed in Hong Kong joined the MPF
Scheme. Under this scheme, employees and
the Group are required to make contributions
to the scheme calculated at 5% of the
individual employee’s monthly basic salaries,
subject to a cap of HK$1,000. The Group’s
contributions to this scheme were expensed
as incurred. The assets of the scheme were
held separately from those of the Group in

independently administered funds.
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1.

NOTES TO THE ACCOUNTS

Wk H BF

PRINCIPAL ACCOUNTING
POLICIES (continued)

@

(k)

@

(m)

DEFERRED TAXATION

Deferred taxation is accounted for at the current
taxation rate in respect of timing difference
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.

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 profit and loss account.

REVENUE RECOGNITION

Revenue from the sale of goods, at invoiced value
net of sale discounts and returns, is recognised on
the transfer of risks and rewards of ownership,
which generally coincides with the time when cash
is received for retail sales and when the goods
are delivered to customers and title has passed

for credit sales.

Interest income is recognised on a time proportion
basis, taking into account the principal amounts

outstanding and the interest rates applicable.

Dividend income is recognised when the right to

receive payment is established.

Rental income from sub-letting is recognised on

an accrual basis.

BORROWING COSTS

Borrowing costs are charged to the profit and loss

account in the year in which they are incurred.
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NOTES TO THE ACCOUNTS
Wk H W

TURNOVER, REVENUE AND 2. BIRW - Wox By BUE R
SEGMENT INFORMATION

The Group is principally engaged in the trading of AR B B A A b (3 B WA R ) 2
construction materials, mainly water pipes and fittings. B G o % LEET W 4y 2 K HIE G W
The results of operations by principal activities are T

summarised as follows:

2002 2001
“RRA “RR A
HK$’000 HK$’000
T # F#
Turnover
B
Sales of water pipes and fittings
B i A R 392,115 476,905
Sub-letting of warehouse
BAEMH 1,475 2,208
393,590 479,113
Other revenues
N &
Interest income
A B A 715 1,565
Dividend income
& B WA 124 =
839 1,565
Total revenue
W %5 &t 394,429 480,678
Business segment information is not required as the B IS SR 2 Wk A~ FEAR K B A AR
revenue, results and assets of the wholesale business Z RS - EHKEREZI0% L B
represent more than 90% of the total revenue, results and BHEH 5 E R o

assets of the Group respectively.

Geographical segment information is not shown as over B A AR 4R B 81 90 % 8 SE I 58 vk B 3 VR
90% of the Group’s turnover and operating profit are HEW » MRA 25 &5 5 ER -

derived from Hong Kong.




NOTES TO THE ACCOUNTS
Wk H BF

3. OPERATING PROFIT 3. BEBN
2002 2001
—RE U —EREF A
HK$’000 HK$’000
T T T

Operating profit is stated after crediting and charging the following:

AL v A O R A R AT BR T S A

Crediting

it A

Insurance compensation

ok B i 1,100 =
Net exchange gains

M 5, Wi 25 ¥ 1,059 2,058

Gains on disposal of fixed assets

B e B E 2 WA A 370 8

Charging

S
Auditors’ remuneration
A S i T 472 420
Depreciation
e 2,603 2,757
Staff costs (including directors’ remuneration) (note 8)
BT BA (BHFEEFME) (B iks) 43,518 46,534
Write-off of bad debts
SRR 8 58 112 50
Operating lease on land and buildings
o Rt AR RLAY 13,193 13,732
Bad debt provision
SRR 1 e 2,673 2,022
Realised loss on disposal of trading securities
HEHAEB R CEBER 133 =
Unrealised loss on trading securities
HE M m 2 AR %55 759 =
Stock loss of fire accident (note 23)

K&y R2FEBEK (HiF23) 18,384 -




NOTES TO THE ACCOUNTS
Wk H W

FINANCE COSTS 4. WEH LN
2002 2001
“RR4E “EREF4F
HK$°000 HK$’000
F# L F T
Interest on bank loans
HAT R B 1,444 3,507
Others
HoAte 2 3
1,446 3,510
TAXATION 5. B
Hong Kong profits tax has been provided at the rate of T R 15 B0 75 B A N 2 A T HE R A s A 4%
16% (2001: 16%) on the estimated assessable profit for 16% (R —4 ¢ 16%) Z BRI EE o
the year.
2002 2001
“RR4E —EREF4
HK$°000 HK$’000
F#xL F T
Hong Kong profits tax
WA 15 Bt 3,953 8,700
Over provisions in previous years
VAR 4 B 2 R A (196) (121)
3,757 8,579
PROFIT ATTRIBUTABLE TO 6. IR 3R B AN % A

SHAREHOLDERS

The profit attributable to shareholders is dealt with in the
accounts of the Company to the extent of HK$1,220,000
(2001: HK$34,431,000).

RN R B N E B 2 B E 4S5 A
1,220,000% 76 (= FF —4F : 34,431,000%

JG) °




NOTES TO THE ACCOUNTS
Wk H BF

7. DIVIDENDS 7. B R
2002 2001
e 2 It S e
HK$’000 HK$’000
T#x T# T
Interim, paid, of HK$0.015 (2001: HK$0.04) per ordinary share
O U o 499 e B 5 e 4 B 0.015¥ 78 (R — 4 ¢ 0.04¥ 1) 3,628 9,600
Final, proposed, of HK$0.02 (2001: HK$0.04) per ordinary shares
B8 R J0 e I8 M 3 9 B 0,023 T8 (R R —4F 1 0.04370) 4,837 9,600
At a meeting held on 10th April 2003, the Directors EFF=ZHNPHEGZREG L #5
recommended a final dividend of HK$0.02 per ordinary FE R R A A R S A B R 0.02% 5T o A
share. This proposed dividend is not reflected as a dividend B =z B IR B BN R AE Bk B I B A HE TR
payable in these accounts, but will be reflected as an B gRMARE_FZ=2412H=
appropriation of retained earnings for the year ending 31st T H LA Z AR B IR A o
December 2003.
8. STAFF COSTS (INCLUDING 8. H T kA (4 557 Wi )
DIRECTORS’ EMOLUMENTYS)
2002 2001
e 2 It S e
HK$’000 HK$’000
T#x T# T
Wages and salaries
T8 R#i & 41,553 44,524
Termination benefits
# k08 R A 806 720
Pension costs — Mandatory Provident Fund
TR AR A — T ) 1,159 1,290

43,518 46,534
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9.

NOTES TO THE ACCOUNTS
Wk H W

DIRECTORS’ EMOLUMENTS 9. WIFZMW 4
(a)  The aggregate amounts of emoluments paid and (@) AENTARNEERECHN RENT Z M
payable to the directors of the Company during the LB ¢

year are as follows:

2002 2001
SRR “REAE
HK$°000 HK$’000
T#x T#
Basic salaries, other allowances and benefits in kind
FEAH 4~ F AN K H A 8,260 8,676
Performance/discretionary bonus
B/ WEALAL 4,775 2,097
Commission
il 4 1,614 2,029
Retirement scheme contribution
A Pt ) 43k K 72 72
14,721 12,874
The emoluments of the directors fell within the EHEME N T T4 :
following bands:
2002 2001
“REA “REAE
Emoluments bands
T < 40 7
Nil to HK$1,000,000
£ 1,000,000 76 3 4
HK$1,000,001 to HK$1,500,000
1,000,001% 7C £ 1,500,000% & - -
HK$1,500,001 to HK$2,000,000
1,500,001% 7€ £ 2,000,000% & - 1
HK$2,000,001 to HK$2,500,000
2,000,001 JC % 2,500,000 7t 1 3
Over HK$2,500,000
2,500,000 7t PA L 4 1
8 9




NOTES TO THE ACCOUNTS

9.

10.

Wk H BF

DIRECTORS’ EMOLUMENTS
(continued)
Emoluments paid to independent non-executive

directors amounted to HK$240,000 (2001:
HK$350,000).

(b)  The five individuals whose emoluments were the
highest in the Group during the year are the
directors of the Company. Details of their
emoluments are reflected in the analysis presented

above.

(¢c) During the year, no directors waived any
emoluments and no emoluments had been paid by
the Group to the directors as an inducement to join
or upon joining the Group or as compensation for

loss of office.

(d) On 16th March 2001, the Company granted
7,158,000 options to directors of the Company
under Share Options Scheme. All of these options

were cancelled during the year.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on
the Group’s profit attributable to shareholders of
HK$21,091,000 (2001: HK$43,789,000) and the weighted
average of 241,123,063 (2001: 240,000,000) shares in issue

during the year.

The weighted average number of shares used in the
calculation of diluted earnings per share is based on the
weighted average of 241,123,063 (2001: 240,000,000)
shares in issue during the year plus the weighted average
of 2,120,790 (2001: 3,410,652) shares deemed to be issued
at no consideration as if all the Company’s outstanding

share options had been exercised.

9.
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£+ 8 3 JE AT 3 2 2 4 240,000
WL (ZBE—4 1 350,000 7C) °
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- N B NN
7,158,000 W B BE o A4 N BT A W% %
i PO HE LR o

5 B 28 A

T I B A 28 R 7 4% AR 4 T 2 M R A i A
21,091,000% 7T (~F F —4 : 43,789,000
JC) B AN T OB AT R 2 BE T 8 R
241,123,063 /) (ZF F—4F : 240,000,000/ )

CEE

TSR PR R BT 2 R T 2 I 8T D
AN CEAT A 2 IR 2 241,123,063 %
(R4 1 240,000,0008) B _EA A7
HRAT I 2 i SR A AT 1 Z 1 0 AR &
S AR B AT 2 I RE 7 35 i $502,120,790/% (=
R4 1 3410,6520K) B R HE o
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NOTES TO THE ACCOUNTS
Wk H W

FIXED ASSETS 11. Bl &% i
Office
furniture, Machinery
Leasehold fixtures and Office and  Computer Motor
improvements fittings  equipment  equipment  equipment vehicles Total
MAE
MEWE KE- RE M X
% Riths U el BN i it
HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$'000  HKS$000
Tt Tt Tt Tt Fibi Tt Tt
Cost
A
At Ist January 2002
ZRRIE-A—H 3,128 516 65 1,606 4437 12,711 22,463
Additions
NE = = = 248 - 1,678 1,926
Disposals
& = = = - - (1,488) (1,488
At 31st December 2002
CRFIEFZAZT—H 3,128 516 65 1,854 4437 12,901 22,901
Accumulated depreciation
R &
At Ist January 2002
ZRRIE-A—H 2,070 489 54 1,450 4296 10,803 19,162
Charge for the year
KA 626 17 8 96 47 1,809 2,603
Disposals
h& = = = - - (1,477) (1,477
At 31st December 2002
CRFCEFZAZT—H 2,696 506 62 1,546 4343 11,135 20,288
Net book value
I ¥4
At 31st December 2002
e+ v ey 8 W | 432 10 3 308 94 1,766 2,613
At 31st December 2001
ZREF-EFZAZT—H 1,058 27 11 156 141 1,908 3,301




NOTES TO THE ACCOUNTS
Wk H BF

12. INVESTMENTS IN SUBSIDIARIES 12. )& A 6l 2 B &

2002 2001
e 2 2 2 ZEREH
HK$°000 HK$’000
T#x T# T
Unlisted shares, at cost
T b 1 e 4y B AR A 86,938 86,938
Due from subsidiaries
Pt J§ 2 ] Ik 66,976 78,258
153,914 165,196
The amounts due from subsidiaries are unsecured, interest- W6 Jo5 A ) M SR o EL R S B B SR
free and have no fixed terms of repayment. ma i o
Particulars of the subsidiaries are as follows: fhfg AR Z3ERBwm T .
Issued and Percentage of
Place of fully paid-up attributable
Company incorporation share capital equity Principal activities
BT & JEE AR B¢ 4
V| il W O 3 %5 i R e A [iFid:1 HEREH
Held directly:
HEWHA :
World Trade Bun Kee British Virgin Islands Ordinary 100% Investment
(BVI) Ltd. o JB A O R US$10,000 holding
10,0003 72 BB B
W i i
Held indirectly:
F& A
Bun Kee Hong Kong Non-voting 100% Trading of
(International) B deferred shares construction
Limited HK$3,000,000 materials, mainly
Wit (B B%) A B2 5 Ordinary shares pipes and
HK$100 fittings
3,000,000 7t HE#EMH
3 B 5% MO A Mz BEERBMEE K
100% 7t :£is

W 3 i
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12. INVESTMENTS IN SUBSIDIARIES

(continued)

Company

I\ ]

&

Hamerwind Building
Materials Company
Limited

IR JEL 2 41 AR 2 ]

Hing’s Godown &
Transportation

Company Limited

BB AAHRA A

National Link

Investments Limited

AL e B B A R

Patterson Engineering
Company Limited

fEa AT TREA R A

All subsidiaries carry out their business operations in Hong

Kong.

Place of

incorporation

ik W 30 8

Hong Kong
ER

Hong Kong
ER

Hong Kong
ER

Hong Kong
R

NOTES TO THE ACCOUNTS
Wk H W

Issued and
fully paid-up
share capital

BT &
B R B A

Ordinary shares
HK$80,000
80,000 7t

W i i

Ordinary shares
HK$100,000
100,000 7t

W 9 i

Ordinary shares
HK$600,000
600,000 7T

W e

Ordinary shares
HK$100,000
100,000 7t

W e

Percentage of
attributable
equity

Y A% I8 i
"k

100%

100%

100%

100%

12. A B S 2 [l 2 B &\ (A7)

Principal activities

EX-E 31

Provision of
warehousing
and goods

handling services

B2 436 7 B S B M

Provision of
warehousing

services

46 5 e i s

Provision of
agency services
and investment
holding

i A AR R B
Be BB 1

Trading of
construction
materials and
provision of
agency services
HE &M

Be gt
OB 2

Fir A ot J 2 ) 34 A6 A g 4 2K o
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14.

15.

INVENTORIES

Merchandises

7 i

NOTES TO THE ACCOUNTS
Wk H BF

13. I ¢
2002
CREUE
HK$’000
T

126,256

2001
BT A
HK$’000

F it

113,008

At 31st December 2002, provision for slow-moving
inventories amounted to HK$4,513,000 (2001
HK$6,236,000).

REBRECHEFTAZSS—H > WG
B % 4,513,000 8 (ZFF — 4

6,236,000% JG) °

TRADE RECEIVABLES 14. M BB K
Details of the ageing analysis are as follows: IREE Ay M Z FE B F -
2002 2001
e 2 It S ZEREH
HK$’000 HK$’000
T#x T# T
Current to 30 days
HEVEXRIPS 26,219 35,508
31 days to 60 days
31K B 60K 27,383 40,687
61 days to 90 days
61K £90K 15,933 24,270
91 days to 120 days
91K E 120K 7,705 8,646
Over 120 days
120K 10,615 4,415
87,855 113,526
Less: provision
W A (4,695) (2,022
83,160 111,504
Customers are generally granted with credit terms of 30 KB IR 1208 Z 5 HH -
days to 120 days.
TRADING SECURITIES 15. X ¥ i 7
2002 2001
SRR e
HK$’000 HK$’000
T#x T# T

Market value of equity securities listed in Hong Kong

A7 ¥ b M AR 2R 2

4,958
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TRADE PAYABLES 16. MEAT £ 5K
Details of the ageing analysis are as follows: IREE Ay M Z FE IR -
2002 2001
ot 2 S —ERRH
HK$’000 HK$’000
T#x T# T

Current to 30 days

3 2 30K 3,064 3,320
31 days to 60 days
31 RE 60K 1,819 2,579
61 days to 90 days
61K E 90K 105 9
Over 90 days
90KV L 10 142

4,998 6,050
SHARE CAPITAL 17. JBeA
(a) SHARE CAPITAL (a) JBEA

Authorised

ordinary shares of HK$0.10 each
5 B W 0. 108 C 2

W R
No. of Shares HK$’000
'2/8 ¥l T# T
’000
Tk

At 1st January 2001, 31st December 2001 and 2002
R_FR—F—H—H  ZFR 4
TZAZTHERZRFDE A= H 500,000 50,000
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17. SHARE CAPITAL (continued)
SHARE CAPITAL (continued)

(a)

(b)

17. e AS (4%)
WA (47)

(a)

Issued and Fully paid

ordinary shares of HK$0.10 each

45 JB¢ i ff0. 108 L 2 OB AT K

O 4R 3% B
No. of Shares HKS$’000
Bt ¥ H T#
’000
Tk
At 1st January 2001 and 31st December 2001
RE-ZF-H#—A-HERZFF-H#+ZA=+—H 240,000 24,000
Issue of shares under the share option scheme (note (b)(iv))
AR M R i B B AT e (M (D)(iv) 1,854 185
At 31st December 2002
REFRFIEFA=Z+—H 241,854 24,185

SHARE OPTIONS

(1)

Under the terms of the share option scheme
(the “Scheme”) adopted by the Company on
27th November 2000, the directors of the
Company are authorised at their absolute
discretion, to invite any full-time employee
of the Company or any of its subsidiaries,
including any executive director of the
Company or any such subsidiary, to take up
options to subscribe for shares in the
Company. The Subscription price will be
determined by the directors, but shall not be
less than the higher of 80% of the average
of the closing price of the shares on the Stock
Exchange for the five trading days
immediately preceding the date of the offer
of the share options. A consideration of
HK$10 is payable on acceptance of the grant
of an option. The maximum number of shares
in respect of which options may be granted
under the Scheme may not exceed 10% of
the issued share capital of the Company from
time to time which has been duly allotted
and issued. The Scheme became effective for
a period of ten years commencing upon the
listing of the Company’s shares on the Stock
Exchange.

(b)

Vil Y A

(1)

MBARA G R ZRRRE | —
H 4B H R A Z 5 B R
(T wtil]) 2k » RN #
T % M 2 B T 0 AR A )
55 AT o] B JBS A W) 22 A ] 2 Wk
18 B (B35 AR A 5] s AT 3% 45
Wi I A ) Z AT AT ) B
w2 ) B 2 B B o
REE M HEREES AR
ARG JB 33 % W Bt i 352t H 300
HAE AR 5 H AL A2 B 2 P W
T 2 80% (DA 8K i 5 45 ) o
A Z B R RE R AR A
HFZ 10T 2 R - HBIE#%
w2 R & B
HH > BZEIERR S LS
72 K0 ) R W BB AT AR
10% 2 1 %8 % B o 3% 5t 1 AR
A ) JBe Ay 2 W A2 B b ke

FERHERK -

\
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17. SHARE CAPITAL (continued)
SHARE OPTIONS (continued)

(b)

(ii)

(iii)

On 16th March 2001, a total of 10,028,000
options with an exercise price of HK$0.96
per share were granted under the Scheme
which are exercisable over a period of four
years commencing on 19th March 2002. The
market value per share before the date of
grant of options was HK$1.13. During the
year, 1,774,000 options were exercised and
the remaining 8,254,000 options were
cancelled.

On 24th May 2001, a total of 1,226,000
options with an exercise price of HK$0.98
per share were granted under the Scheme
which are exercisable over a period of four
years commencing on 1st July 2002. The
market value per share before the date of
grant of options was HK$1.36. As at 31st
December 2001, 90,000 options were
cancelled. During the year, 80,000 options
were exercised and the remaining 1,056,000
options were cancelled.

Wk H W

17. BeAS (4%)
Yok JBe M (4 )

(b)

(ii)

(iii)

R_FRE=ZATAH M
18 5% 5 E 4% W AT 6 A
0.96 ¥ 7T Z Jig Jit ¥ £ 10,028,000
B AR RER ZFR A
= A+ JuH R F AR 3R T AT
il o A W I M2 HY H B DA -
BB T OME R 113 0 o
1,774,0000 i Bt HE 4 48 W AT
fli > i AR Z 8,254,0000 1 B
BERHIEsES -

WN_FF—FAAZ1+TMNH
R % il 42 ) 1 SR AT 0 A 2
0.98 ¥ G Z Jifk Jit A 3t 1,226,000
B AR RER ZFF A
LA — H# 5 Y4 R AT AT
il o i W e A2 HY H B DA -
BT MEE 136G - R ZF
F—-+ZHA=Z+—H -
90,0004 W B HE C w5k &5 o
80,0001% M Bt HE © 7 4F W A7
ffi o i AR Z 1,056,0000 1 B
BEHIEsES -

The details of share options exercised during TEAR JE N ©AT 08 1% i HE 2 5E 1
the year was as follows: WE
2002 2001
e 2 % 2 e
HK$’000 HK$’000
T#x T# T
Ordinary share capital — at par
W 8 B SR A — 45 Th 185 =
Share premium
JBe A a7 1,587 =
Proceeds
Fi # sk 3 1,772 =
Fair value of shares issued at exercise date of
AT HE H OB E 84T Ry 2 A PR
19th April 2002
ZEFZHENUA A 935 =
30th May 2002
ZEFCHEAA=TH 2,411 =
8th August 2002
ZEFZHNANH 146 =
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17. SHARE CAPITAL (continued)
SHARE OPTIONS (continued)

(b)

(iv)

17. e AS (4%)

Movements of share options are as follows:

(b) W JBeHE (FH)

(iv)  JBCHESE Ty af T -

Granted Exercised Cancelled
Date of Exercise Subscription Beginning during during during End of
grant period price of year the year the year the year year
gib i TrHEmm I B BROREREE ORERAE RN L3
Directors
#H
16th March 19th March 0.96 7,158,000 - - (7,158,000) -
2001 2002 to
18th March
2006
ZEFE ZRRCE
ZA+AH ZATARE
ZRENE
ZA+H
Other employees
HibfE A
16th March 19th March 0.96 2,870,000 - (1,774,000)  (1,096,000) -
2001 2002 to
18th March
2006
SRR REE
SATAR ZATAAE
“REAE
SR
29th May Ist July 0.98 1,136,000 - (80,000)  (1,056,000) -
2001 2002 to
30th June
2006
ZRFE ZFRCE
LAZtHRE  tH-HEZE
ZRENE
AAZTH
11,164,000 - (1,854,000)  (9,310,000) -
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18. RESERVES 18. fili
(a) GROUP (a) A4
Merger
Share Capital reserve Retained
premium reserve (note (b)(i)) profits Total
Beprdi el EWAGEME S OREM PRBIERA it
(Kt (b)(i)

HK$°000 HK$°000 HK$’°000 HK$’°000 HK$’°000
T # 7T T # T T # T T # 7T T 7T

At 1st January 2001

—RF-H—H—H 27,758 34,115 3,700 62,776 128,349
Profit attributable to shareholders

JBe B HE 4 Y6z ) = = = 43,789 43,789
Interim dividend paid (note 7)

TR H 01 % B (B a£7) = = = (9,600) (9,600)

At 31st December 2001
“EFF—-F+HA=Z+—H 27,758 34,115 3,700 96,965 162,538

Proposed final dividend (note 7)
IR A B B (FRE7) - - = (9,600) (9,600)

27,758 34,115 3,700 87,365 152,938

At 1st January 2002

“ERFHE—A—H 27,758 34,115 3,700 96,965 162,538
Shares issued under share option

scheme
AR B3¢ s T M ol AT M 1,587 = = = 1,587
Profit attributable to shareholders
B S A i - - - 21,091 21,091

Dividends paid (note 7)
TRk 8 (M it7)
2001 proposed
ZREFFHIRR L - - - (9,600) (9,600)
Dividend on shares issued upon
the exercise of share options
after declaration of
2001 final dividend
HIR ZFF KRB BB R

PR AT Js JoE R G AT B A 2

B B - - - (71) (71)
2002 interim dividend
ZRBTAPHRE - - - (3,628) (3,628)

At 31st December 2002
“EFF-HF+ZA=Z+—H 29,345 34,115 3,700 104,757 171,917

Proposed final dividend (note 7)
IR AR B (M E7) = - - (4,837) (4,837)

29,345 34,115 3,700 99,920 167,080
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18. RESERVES (continued) 18. i f§ (#)
(b) COMPANY (b) A4
Contributed
surplus Share Retained
(note ii) premium profits Total
BN B T 4y ¥k 1 P ¥ % A it
(Hf ##ii)
HK$’000 HK$’000 HK$’000 HK$°000
F# F# F# F#
At 1st January 2001
—ER2 -4 —-HJ—H 86,759 27,758 49 114,566
Profit attributable to shareholders
JBe 5 HE Al 46t - = 34,431 34,431
Interim dividend paid (note 7)
TR R R (Hft7) - = (9,600) (9,600)
At 31st December 2001
“ER2 -+ ZA=1+—H 86,759 27,758 24,880 139,397
Proposed final dividend (note 7)
IR A BB (B E7) - = (9,600) (9,600)
86,759 27,758 15,280 129,797

At 1st January 2002

“ERTHE A H 86,759 27,758 24,880 139,397
Shares issued under share option scheme

L 8 S T i ol AT B = 1,587 = 1,587
Profit attributable to shareholders

JBE B HE £ ¥z A = = 1,220 1,220

Dividends paid (note 7)
TRk 8 (M it7)
2001 proposed
ZEFERERE S - - (9,600) (9,600)
Dividend on shares issued upon
the exercise of share options
after declaration
of 2001 final dividend
EEIR FR—F R B BRK

PR AT J JoE R G AT B A 2
BB = — (71) (71)
2002 interim dividend
ZRBTAPHRE - - (3,628) (3,628
At 31st December 2002
ZRROHETZHA=1—H 86,759 29,345 12,801 128,905
Proposed final dividend (note 7)
IR AR B B (M A7) = - (4,837) (4,837)
86,759 29,345 7,964 124,068

<
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NOTES TO THE ACCOUNTS

RESERVES (continued)
COMPANY (continued)

(b)

(1)

(i)

(iii)

The merger reserve of the Group arising from
the group reconstruction is determined by
the difference between the nominal value of
shares of the subsidiaries acquired pursuant
to the group reconstruction and the nominal
value of the Company’s shares deemed to

have been issued.

The contributed surplus of the Company
represents the difference between the
nominal value of the shares issued by the
Company in exchange for all the issued
ordinary shares of World Trade (BVI) and
the value of net assets of the underlying
subsidiaries acquired by the Company on
22nd November 2000. Under the Companies
Act 1981 of Bermuda (as amended), the
contributed surplus is distributable to the
shareholders, subject to a solvency test. At
the group level, the contributed surplus is
reclassified into its component of reserves

of the underlying subsidiaries.

At 31st December 2002, reserves of the
Company available for distribution, including

the contributed surplus, amounted to
HK$99,560,000 (2001: HK$111,639,000).

Wk H W

18. ik flg (45
AR (#)

(b)

()

(ii)

(iii)

PRI 45 [ AL 4 2 A R L
PEf i > T3 SRR ALK A Z
e J 2 ) M A T e B A AR L %
A5 Z A R B A A T 2 2
1M e A o

A E Z MABERTIHRAR A
5 B World Trade (BVI)Z:#f
T 47 3 8 B B AT 2 B A T
A B AR 2 ] BT WA T R
AR -FFRET A1+
HZEEFHEMEMZEH -
M EFEE N\~ A %
(BAEFT) » MABBEREE
B JIE g B AR A = WA =2 15 e
T o A TR TR o FEEE
ZWHE > ABBRENSH
T 45 T BT 2 B 2 il A AR G
i

RE-RRZE A=+
H > B fE %y 40 Uk Z AR 2 v fik 1
(& 5 BN 8) # 99,560,000
o (ZFF — &
111,639,000% J5) °
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19. DEFERRED TAXATION 19. 3B %t B
There were no significant deferred taxation assets/liabilities REFFZATFZHAZTH o WEE KR
at 31st December 2002. The potential deferred taxation HERIE G 2R o RERBEHBHZE
(assets)/liabilities not provided for in the accounts are EERIE (G E) AN :

analysed as follows:

2002 2001
e 2 It S ZEREH
HK$’000 HK$’000
T#x T# T
Accelerated depreciation allowances
3 25 4 At A (130) (15)
Other timing differences
oA IR 2% 60 46

Deferred taxation (assets)/liabilities

BRI (F ) /A (70 31
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20. CONSOLIDATED CASH FLOW
STATEMENT

Reconciliation of profit before taxation to net cash inflow

generated from operations:

Wk H W

20. A BLERER

Wik i ) LA 3 B A o B N 5
ZHIE

2002 2001
SRRk FE -k
HK$°000 HK$’000
T#x T# T
Profit before taxation
ik A i iz 24,848 52,368
Depreciation
W 2,603 2,757
Dividend income from trading securities
HHHEERZREBA (124) =
Interest expenses
A B S 1,446 3,510
Interest income
LUPX N (715) (1,565)
Gain on sale of fixed assets
H B ¥ (370) (8)
Unrealised loss on trading securities
HH 2 2 A% B e R 759 =
Operating profit before changes in working capital
8 0 Y 4 5 W i 2 AR AR kA 28,447 57,062
Decrease in loans to officers
Ik BBk A - 2
(Increase)/decrease in inventories
15 (B ) /A (13,248) 608
Decrease/(increase) in trade and other receivables
B 5 B H AR W 5 sk A (4 ) 22,643 (6,606)
Decrease in trade and other payables
S5 o Al FE A B30 A (3,602) (1,297)
Net cash inflow generated from operations
BEXHGZBEHATH 34,240 49,769
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21. OPERATING LEASES 21. BEHLD
At 31st December 2002, the Group had future aggregate NE-FFRTATZA=ZS+—H o REERE
minimum lease payments under non-cancellable operating b M O T AR AR s AL A 2 H AR R R AR
leases in respect of land and buildings as follows: SHFEWT ¢
2002 2001
e 2 2t e
HK$’000 HK$’000
T#x T# T
Not later than one year
—HR 9,137 11,341
Later than one year and not later than five years
BoEETAE (BFEERWA) 14,447 342
23,584 11,683
22. CONTINGENT LIABILITIES 22. 2R A
2002 2001
SRR FE -k
HK$’000 HK$’000
T#x T# T
Indemnities in respect of shipping guarantees given by banks
R ERAT B2 A3t 2 M 07 R BT A A0 AR 1,126 4,349
23. CONTINGENT ASSETS 23. SR E A
In November 2002, a fire broke out in one of the Group’s RE-REBZAT—H > AREEES—HES
warehouses and stocks with a total book value of B A K% > i IR T AR AH 40 18,384,000% T 2
approximately HK$18,384,000 were damaged . The Group FFRES o AREEM IR E T A HRFRME
has made an insurance claim of HK$16 million for loss of HH 155 45 B 5 16,000,000 76 2 F B 555 18 »
stock of goods covered under its insurance policy and the ERIREN N A N YNGR sl
claim is currently being processed by the insurer, Asia AR o AR H O ZAE A BT BER R AR
Insurance Co., Ltd.. The Group has appointed a Loss W o MAREA BT Z Bk - EF BRI
Adjuster to negotiate with the insurer and based on the A BAS % JE AR B s o

advice of the Loss Adjuster, the Directors consider it is

probable that the loss will be recovered.
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24. PENDING LITIGATION

Bun Kee (International) Limited was cited as a defendant
in an action brought by a customer. The Group has filed a
statement of defence. The sum included in the claim
amounted to approximately HK$645,000 plus other related
costs. No further action has been taken by the customer
since November 1999. The directors are of the opinion
that the Group is unlikely to suffer any losses from the
claim and no provision is considered necessary.

25. RELATED PARTY TRANSACTIONS

During the year, the Group had the following significant
transactions with related parties:

Recurring transactions

Rental expenses paid to:
MEP AT
Bun Kee (H.K.) Limited
Wt () AR A A
Bun Kee (China) Limited
MRS (b B) AR A A

Powerful Agents Limited

24.

25.

Wk H W

¢ Ye i ak

Wit (B AR AR B —% PR
TR o REMORBEE E - RIFZ
X IE 4 7% 645,000%5 76 53 An Al #H B # A -
H—LET— AR > %% P IR EUE
—H A7) c EFRAAREMAGHZRIES
ZARAT I > WOl T AR A

BH A 32 By
TRAE DY > A I S\ W AT R A K
35

BT
2002 2001
ZREA TRR A
Note HK$°000 HK$’000
i3 T # 75 T #
(i) 4,507 4,800
(i) 1,467 1,500
(i) 5,410 5,760

) These companies are beneficially owned and
controlled by certain directors of the Company.
Rentals were paid to these companies for leasing
office premises, retail outlets and warehouses of
the Group.

(ii))  Rental agreements were entered into between the

Group and Bun Kee (H.K.) Limited, Bun Kee

(China) Limited and Powerful Agents Limited under

which these properties were rented to the Group

based on market rates as determined by a firm of

independent property valuers.

Apart from the above, there were no other material related
party transactions entered into by the Group during the

year.

(i) WEAAMAAFETHEFHEBEA
Bl o BHBARBZ AR - &
B RE A > AL T %5 R AT
ik

A AR B G () A IRA A~ W
(") A BR A ¥ J Powerful Agents
Limited ] SLAL#) » 1 B ¥ €12 3 04
SEAGE AT 2 LA T AR R
o

(ii)

B b SCRdE A > AR SR 4R P S S AT Al
HEREABEALRS -
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26.

27.

28.

BANKING FACILITIES

The Group had aggregate banking facilities of
approximately HK$199,625,000 as at 31st December 2002
(2001: HK$184,855,000) for overdrafts, term loans and
other trade finance facilities. Banking facilities utilised as

at 31st December 2002 amounted to approximately
HK$72,472,000 (2001: HK$64,815,000).

ULTIMATE HOLDING COMPANY

The Directors regard On Top Industrial Limited, a company
incorporated in the British Virgin Islands, as being the

ultimate holding company.

APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors on

10th April 2003.

26.

27.

28.

SirmE
RoREDHE+ A=+ —H > REEZH
7R 4L 49 199,625,000% 76 (R4 ¢
184,855,000% 7c) » K aFEEX - € E
AEHEMME G ME - R_RRET A=
T—H > CHH Z A7 R E #%E 72,472,000
WL (ZREF—4E : 64,815,000% ) °

I 2% 2 B A )
L B A T R R Rk O 2 A ] —
On Top Industrial Limited % fix # %5 A & -

e H b B
R OR RB N+ AR BER -



