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Notes to the Financial Statements

PRINCIPAL ACTIVITIES

The Company and its subsidiaries (hereinafter
referred to as the “Group”) are principally engaged
in the manufacture and sale of watches and clocks,
liquid crystal displays, printed circuit boards, cable
television equipment and other high-tech electronic
products in the People’s Republic of China (“PRC”).
In addition, the Group operates catering and

entertainment businesses.

BASIS OF PREPARATION

These consolidated financial statements have been
prepared in accordance with International Financial
Reporting Standards (“IFRS”) under the historical
cost convention as modified by the revaluation of
property, plant and equipment, non-current
investments and trading investments. The
accounting policies and bases adopted in the
preparation of these financial statements differ from
those used in the statutory accounts of the Group
which are prepared in accordance with generally
accepted accounting principles and relevant financial
regulations in the PRC (“PRC GAAP”). The
differences arising from the restatement of the
results of operations for compliance with IFRS, if
any, are adjusted in these financial statements but
will not be taken up in the accounting books of

the Group.

The preparation of financial statements in
conformity with generally accepted accounting
principles requires the use of estimates and
assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial
statements and the reported amounts of revenues
and expenses during the reporting period. Although
these estimates are based on management’s best
knowledge of current event and actions, actual

results ultimately may differ from those estimates.
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Notes to the Financial Statements (Continued)

BASIS OF PREPARATION (continued)

The Group adopted International Accounting
Standards (“IAS”) 39 — “Financial Instruments:
Recognition and Measurement” and IAS 40 —
“Investment Property” in 2001. The adoption of
these standards did not have a significant effect in

the previous year’s consolidated financial statements.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the
preparation of these consolidated financial

statements are set out below:
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Basis of consolidation

The consolidated financial statements include
the financial statements of the Company and
its subsidiaries. All significant intra-group
balances, transactions and unrealised gains
and losses on transactions between group
companies have been eliminated on
consolidation; unrealised losses are also
eliminated unless cost cannot be recovered.
Where necessary, accounting policies for
subsidiaries have been changed to ensure
consistency with the policies adopted by the
Group. Minority interests represent the
proportion of the results and net assets of
subsidiaries not attributable to the Group
and the equity and net income attributable
to minority shareholders’ interests are shown
separately in the consolidated balance sheet

and consolidated profit and loss account.

Subsidiaries and associates

A subsidiary is an entity in which the Group
has an interest of more than one half of the
voting rights or otherwise has the power to
govern the financial and operating policies
of the entity so as to obtain benefits from
its activities. Subsidiaries are consolidated
from the date on which effective control is
transferred to the Group and are no longer
consolidated from the date that control

ceases.
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Notes to the Financial Statements (Continued)
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3. PRINCIPAL ACCOUNTING POLICIES
(continued)

(b)

Subsidiaries and associates (continued)

An associate is a company, not being a
subsidiary, over which the Group generally
has between 20% and 50% of the voting
rights, or over which the Group has
significant influence, but which it does not

control.

In the financial statements of the Company,
investments in subsidiaries and associates are
accounted for using the equity method.
Equity accounting involves recognising in the
profit and loss account the Company’s share
of subsidiaries and associates profits or losses

for the year.

The consolidated profit and loss account of
the Group includes the Group’s share of the
associates profits and losses for the year. The
consolidated balance sheet includes the
Group’s share of the net assets of the
associates, and includes goodwill on the
acquisition less accumulated amortisation

and accumulated impairment losses.

Equity accounting is discontinued when the
carrying amount of the investment in an
associated undertaking reaches zero, unless
the Group has incurred obligations or
guaranteed obligations in respect of the

associated undertaking.

An assessment of investments in subsidiaries
and associates is performed when there is an
indication that the asset has been impaired
or the impairment losses recognised in prior

years no longer exist.
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Notes to the Financial Statements (Continued)

PRINCIPAL ACCOUNTING POLICIES

(continued)
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Property, plant and equipment

Property, plant and equipment are stated at
cost or valuation less accumulated
depreciation and accumulated impairment
losses. The cost of an asset comprises its
purchase price and any directly attributable
costs of bringing the asset to its working
condition and location for its intended use.
Expenditure incurred after the property,
plant and equipment have been put into
operation, such as repairs and maintenance
and overhaul costs, is normally charged to
the profit and loss account in the period in
which it is incurred. In situations where it
can be clearly demonstrated that the
expenditure has resulted in an increase in
the future economic benefits expected to be
obtained from the use of the property, plant
and equipment, the expenditure is capitalised

as an additional cost of the assets.

Independent valuations are performed
periodically. The latest valuation performed
by the Group on buildings are revalued on
an open market value basis, while other
property, plant and equipment are revalued
on a replacement cost basis, at 31st
December, 2002. In the intervening period,
the directors review the carrying value of the
property, plant and equipment and
adjustment is made where in the directors’
opinion there has been a material change in
value. Increases in valuation are credited to
revaluation reserve. Decreases in valuation
are first offset against increases on earlier
valuations in respect of the same property,
plant and equipment and are thereafter
debited to operating profit. Any subsequent
increases are credited to operating profit up

to the amount previously debited.
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3. PRINCIPAL ACCOUNTING POLICIES
(continued)

(c)

(d)

Property, plant and equipment (continued)
Depreciation of property, plant and
equipment is provided using the straight-line
method over their estimated useful lives, after
deducting the estimated residual value. The
estimated useful lives are as follows:
Buildings 20 to 35 years
Equipment and machinery 5 to 10 years
Motor vehicles 5 to 6 years
Where the carrying amount of an asset is
greater than its estimated recoverable
amount, it is written down immediately to

its recoverable amount.

Gains and losses on disposals are determined
by comparing proceeds with carrying amount
and are included in operating profit. On
disposal of revalued assets, the revaluation

amounts are transferred to retained earnings.

Investment properties

Investment properties, principally comprising
office buildings, are held for long-term rental
yields and are not occupied by the Group.
Investment properties are treated as long-
term investments and are carried at cost less
accumulated depreciation and accumulated

impairment losses, if any.

Depreciation is provided using the straight-
line method to write off the cost of the
investment properties over their estimated
useful lives of 20-35 years. Where the
carrying amount of an investment property
is greater than its estimated recoverable
amount, it is written down immediately to

its recoverable amount.
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Notes to the Financial Statements (Continued)

PRINCIPAL ACCOUNTING POLICIES

(continued)
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Investment properties (continued)

The cost of maintenance, repairs and minor
equipment is charged to the profit and loss
account as incurred; the cost of major
renovations and improvements is capitalised.
The profit or loss on disposal of an
investment property is the difference between
the net sales proceeds and the carrying
amount of the investment property and is

recognised in the profit and loss account.

Leasehold land payments

Leaschold land payments are up-front
payments to acquire long-term interests in
land. These payments are stated at cost and
amortised over the remaining period of the

leases on a straight-line basis.

Construction-in-progress

Construction-in-progress represents plant,
staff quarters and other property, plant and
equipment under construction and is stated
at cost. This includes the costs of
construction, the costs of plant and
machinery, and interest charges arising from
borrowings used to finance these assets
during the period of construction or
installation and testing. All other borrowing
costs are expensed. When the assets
concerned are brought into use, the costs
are transferred to property, plant and
equipment and depreciated in accordance

with the policy as stated above.
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3. PRINCIPAL ACCOUNTING POLICIES

(continued)

(g)

(h)

Impairment of long lived assets

Property, plant and equipment and other
non-current assets are reviewed for
impairment losses whenever events or
changes in circumstances indicate that the
carrying amount may not be recoverable. An
impairment loss is recognised for the amount
by which the carrying amount of the asset
exceeds its recoverable amount which is the
higher of an asset’s net selling price and value
in use. For the purpose of assessing
impairment, assets are grouped at the lowest
level for which there are separately
identifiable cash flows.

Investments

The Group classified its investments into the
following categories: held-to-maturity,
available-for-sale and trading.

Investments with fixed maturity that the
management has the intent and ability to
hold to maturity are classified as held-to-
maturity and are included in non-current
assets. During the year the Group did not
hold any investment in this category.

Investments intended to be held for an
indefinite period of time, which may be sold
in response to needs for liquidity or changes
in interest rates, are categorised as available-
for-sale and are classified as non-current
investments; these are included in non-
current assets unless management has the
express intention of holding the investment
for less than twelve months from the balance
sheet date or unless they will need to be
sold to raise operating capital, in which case
they are included in current assets.
Management determines the appropriate
classification of its investments at the time
of the purchase and re-evaluates such
designation on a regular basis.
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Notes to the Financial Statements (Continued)

PRINCIPAL ACCOUNTING POLICIES

(continued)
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Investments (continued)

Investments that are acquired principally for
the purpose of generating a profit from short-
term fluctuations in price are classified as
trading investments and included in current
assets.

All purchases and sales of investments are
recognised on the trade date, which is the
date that the Group commits to purchase or
sell the asset. Cost of purchase includes
transaction costs. Trading and non-current
investments are subsequently carried at fair
value.

Non-current investments where an active
market exist, are measured at their fair values.
Those that do not have a quoted market price
in an active market and whose fair value
cannot be reliably measured are measured at
amortised cost using the effective interest rate
method if they have a fixed maturity, or are
measured at cost if they do not have a fixed
maturity. Impairment of the investments is
assessed at each balance sheet date.

Realised and unrealised gains and losses
arising from changes in the fair value of
trading investments and of non-current
investments are included in the profit and
loss account in the period in which they
arise.

Inventories

Inventories are stated at the lower of cost
and net realisable value. Cost is calculated
on the weighted average method. The costs
of work-in-progress and finished goods
comprise direct materials, direct labour and
an attributable portion of production
overheads. Net realisable value is the
estimated selling price in the ordinary course
of business, less the costs of completion and
selling expenses. Provision is made for
obsolete or slow moving inventories when
appropriate.
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PRINCIPAL ACCOUNTING POLICIES

(continued)
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Trade receivables

Trade receivables are carried at original
invoiced amount less provision made for
impairment of these receivables. A provision
for impairment of trade receivables is
established when there is an objective
evidence that the Group will not be able to
collect all amounts due according to the
original terms of receivables. Bad debts are

written off when identified.

Foreign currency translation

The Group companies maintain their books
and records in Renminbi (“RMB”).
Transactions denominated in currencies other
than RMB are translated into RMB at the
applicable rates of exchange, stipulated by
the People’s Bank of China (“PBOC?”)
prevailing at the dates of the transactions.
Monetary assets and liabilities denominated
in other currencies are translated into RMB
at the applicable PBOC rates prevailing at
the balance sheet date. Exchange differences
that are attributable to the translation of
borrowings denominated in other currencies
for the purpose of financing the construction
or purchase of property, plant and equipment
for the period prior to their being in a
condition to enter into service, are included
in the costs of the related construction-in-
progress and property, plant and equipment.
Other exchange differences arising from
changes in exchange rates subsequent to the
transaction dates are included in the

determination of the current year’s results.
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Notes to the Financial Statements (Continued)

PRINCIPAL ACCOUNTING POLICIES

(continued)
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Taxation

The Group companies provide for taxation
on the basis of their statutory profits for
financial reporting purposes, adjusted for
income and expense items which are not
assessable or deductible for income tax
purposes after considering all available tax
benefits. Taxation of the Group is based on
the relevant tax laws and regulations
applicable to enterprises established in the
PRC.

Deferred taxation is provided in full, using
the liability method, on temporary
differences arising between the tax bases of
assets and liabilities and their carrying
amounts in the financial statements. The tax
base of an asset or liability is the amount
attributed to that asset or liability for tax
purpose. Deferred tax assets are recognised
to the extent that it is probable that future
taxable profits will be available against which

the deferred tax asset can be utilised.

Tax rates enacted or substantively enacted
by the balance sheet date are used to

determine deferred taxation.

Retirement benefit costs

The Group participates in the retirement
insurance and medical insurance scheme
orgainsed by Shenzhen Municipal Social
Security Administration Bureau
(“SMSSAB”). Pursuant to the relevant
provisions, the Group is required to make
monthly contributions in respect of the above
insurance scheme to SMSSAB based on the
monthly salaries of its employees. The
Group’s contributions under the scheme are
charged to the profit and loss account as

incurred.
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PRINCIPAL ACCOUNTING POLICIES
(continued)

(m)

(n)

(o)

Retirement benefit costs (continued)

Pursuant to the above social insurance
scheme, SMSSAB undertakes to assume the
retirement benefit obligations of existing and

future retired employees of the Group.

Research and development

Research expenditure is recognised as an
expense as incurred. Cost incurred on
development projects (relating to the design
and testing of new or improved products)
are recognised as intangible assets to the
extent that such expenditure is expected to
generate future economic benefits. Other
development expenditures are recognised as
an expense as incurred. Development costs
previously recognised as an expense are not
recognised as an asset in a subsequent period.
Development costs that have been capitalised
are amortised from the commencement of
the commercial production of the product
on a straight-line basis over the period of its
expected benefit. The amortisation periods

adopted do not exceed five years.

Leases

Leases where a significant portion of the risks
and rewards of ownership are retained by
the lessors are classified as operating leases.
Operating lease income and expenses are
credited and charged to the profit and loss
account on a straight-line basis over the

period of the lease respectively.
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PRINCIPAL ACCOUNTING POLICIES

(continued)
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i A2 77 12 LA T (B 5 R o
B <5 Al O RN AR DA LA
5 o

A B2 [ 114 <5 Pl P T D <
P B R 0 B8k 55 2 R W
36°

B PR X R AR

delivered to customers and title has

passed.

(i)  Interest income
Interest income from bank deposits is
recognised on a time proportion basis,
taking into account the principal
amounts outstanding and the interest

rates applicable.

(iii)  Dividend income
Dividend income is recognised when

the right to receive payment is

established.

Financial assets and liabilities

Financial assets and financial liabilities
carried on the balance sheet include cash and
bank balances, investments, designated
deposits, trade receivables, balances with
related companies, prepayments and other
receivables, trade payables, accruals and other
payables, and borrowings. Investments and
trade receivables are stated at carrying
amounts determined in accordance with
Notes 3(h) and 3(j) respectively. Other
financial assets and financial liabilities are

stated at cost.

Disclosures about financial assets and
financial liabilities of the Group are provided
in Note 36.
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INFORMATION
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S T AT 2 AR B T R o AR SR R O)

Notes to the Financial Statements (Continued)

AND

SEGMENTAL

Turnover represents gross sales of goods less value

added tax and discounts. An analysis of the Group’s

B R AR segmental information is as follows:
(@) el 58 4 0 8 B A (a) Sales by principal market
—®E_& _—ZZ &
2002 2001
ARWETIL  ARKFL
RMB’000 RMB000
Hh R AT b Mainland China 554,680 609,399
i Hong Kong 109,117 93,170
e Europe and America 130,264 103,069
A South-east Asia 39,285 14,568
HAth Others 2,855 8,832
836,201 829,038

CATIC Shenzhen Holdings Limited *
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Notes to the Financial Statements (Continued)

2y
AL

4. BRBEIBER (4) 4. TURNOVER AND SEGMENTAL
INFORMATION (continued)
(b) BB 5 (b)  Business segments
00 0 4 R B 6 R
EES Liquid crystal Printed circuit
Clocks and watches displays boards
“RRCE CRT-F CRFD $-—TT FRR0E ZFE-F
200} 2001 2002 2001 2002 2001
ARBTL ARKTA ARBTLE ARETL ARMTE ARET L
RMB000  RMB000  RMB000  RMB000  RMB000  RMB000
BEH Turnover 151,524 161,594 327,574 283202 216,129 237,252
we (Ejﬁ)/?ﬁﬂ Results
WEBHPMEERES  Segment result (91,423)  (10,788)  (45,520) 1075 22,014 46,574
H A A Other revenues 2312 24,998 3,997 11,571 11,041 21,838
(69,111) 14,210 (41,523) 12,646 33,055 68,412
HH (&R /A Finance (costs)/income (428) 8,169 (11,887) (3,534) 1,061 948
[ - S Share of results of associates 319 387 - 1,563 - -
WIE () /?&ﬁa Taxation credit/(charge) 5,314 (5,579) 8,861 (520) (5,364) (4,532)
bR R HE A Minority interests 32,918 (7,754) 17,886 B3,745)  (1437)  (2.512)
B OB #) /&A (Loss)/profit attributable
to shareholders (30,988) 9,433 (26,663) 6,410 27,315 62,316
KA B Other information
BT 0 10 % E Segment assets 408,187 705179 100L135 841491 368,558 365,052
EHENFANRE Investments in associates 2,798 5,904 = = = =
W Total assets 410985 711,083 1,001,135 841,491 368,558 365,052
WA Total liabilities 58,262 126,847 385,628 161,520 66,817 50,051
AL Capital expenditure 5,108 28207 323,085 47579 60812 77,356
EBE2EH ‘ Non-cash expenses
— e HE LG ~ Depreciation of property,
ESIE plant and equipment,
and investment properties 12,082 17,007 23,286 22,857 40,142 27,565
— T & o v g — Amortisation of leasehold
land payments 494 514 302 302 - -
— RIREM — Provision for receivables 27,301 4,668 73,368 2,908 1,036 (719)
- EGKER ~ Provision for inventory
obsolescence 47,195 (6,377) 4,663 8,706 (59) 837
-THEGH - Amortisation of goodwill = = - . _ _
— [A 1€ Y 7 (M A — Impairment charge of property,

plant and equipment

3,750

B PR X R AR
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Notes to the Financial Statements (Continued)

HRERRERMES B R RIKEH A#AHEH
Cable television Catering and Unallocated At
equipment Moulds entertainment corporate items Total
CRROH CFTF ZRF0E CRFF JRR0E DX -F ZRF0E CF5-F ZFF24 Z2L-F
200} 2001 200} 2001 2003 2001 200} 2001 2003 2001
ARWTE ARGFL ARMTE ARSFL ARMFE ARETE ARBTE ARETL ARNTE ARKF7
RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000
30,028 23,288 56,229 65,482 54,717 58,220 - = 836,201 829,038
(4,595) (3,740) (3,577) 4,538 (5,712) (3,392)  (20,117)  (22,440)  (148,930) 11,827
527 1,297 1,409 1,882 262 = - - 39,548 61,586
(4,068) (2,443) (2,168) 6,420 (5,450) (3,392)  (20,117) (22,440)  (109,382) 73,413
(897) (566) (771) (750) (29) (38) (939) (2,948)  (13,890) 1,281
= = = = = = (86) (698) 233 1,252
= (12) (136) (918) - = 1,259 1,837 9,934 (9,724)
1,986 1,136 784 (929) 420 521 = - 52,557 (13,283)
(2,979) (1,885) (2,291) 3,823 (5,059) (2,909)  (19,883) (24,249)  (60,548) 52,939
36,877 39,516 48,177 51,451 27,500 29,669 400,844 243,325 2,291,278 2,275,683
= = 2,053 2,053 - = 26,767 27,178 31,618 35,135
36,877 39,516 50,230 53,504 27,500 29,669 427,611 270,503 2,322,896 2,310,818
29,850 22,298 27,276 24,476 17,718 13,497 61,286 86,971 646,837 485,660
481 1,086 4,681 1,899 4,376 2,677 - 2,158 445,543 160,962
2,798 1,638 2,646 2,616 7,599 1,167 2,166 2,101 90,719 74,951
- - - - - - - - 796 816
(120) (861) 311 361 = = = = 101,896 6,357
(1,629) - 3,085 - - - - - 53,259 3,166
_ _ - - - = = 4,610 = 4,610
- - 382 - - - - - 413 -

CATIC Shenzhen Holdings Limited ¢ Annual Report 2002
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Notes to the Financial Statements (Continued)

TURNOVER AND

SEGMENTAL

INFORMATION (continued)

WEHBEM Y (F) (b)
AN 2 [ 25 B A R R B B
FEERSHUT

. S 6k — £E A B S B
ST

. T i — A
B R EUR f ED
il B A M A AR AR
R i b

0 R H — AR G
B I AL A 2R A 5

. RN B — KR
%o

# TE r T Z [WRAT 58 I *e
15 36 W B et~ BLEY)
- LA ERIE A E
e K T A A B 4 (HAS
CRk-FACE S S SN
UEEEAE ARFEIH
e RAE A o AN PR SO
AL W36 W s (M T
15) M7E & TAE (BifaE17) 1
i e

AL [ i A Y EE R SE 5 R
7E HH B 35 1A > AT AR 2 A [
— b L [ R A IR BR 5
A AR AT B JEL g A [E] g o

B PR X R AR

Business segments (continued)
The Group is principally engaged in the
manufacturing and sales activities through

the following major business segments:

. Clocks and watches — manufacture
and sales of mechanical and quartz
timepieces.

a Electronic products — manufacture
and sales of liquid crystal displays,
printed circuit boards and cable
television equipment.

. Moulds — manufacture and sales of
plastic moulds and plastic products.

o Catering and entertainment -

operation of restaurants.

There are no sales or other transactions
between the business segments. Segment
assets consist primarily of property, plant and
equipment, investment properties, leasehold
land payments, inventories, receivables and
operating cash, and exclude investments in
associates. Segment liabilities comprise
operating liabilities and exclude minority
interests. Capital expenditure mainly
comprises additions to property, plant and
equipment (Note 15) and construction-in-

progress (Note 17).

All assets and operations of the Group are
located in the PRC, which is considered as
one geographic location in an economic

environment with similar risks and returns.
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Notes to the Financial Statements (Continued)

DISCONTINUING OPERATION

On 15th March, 2003, Shenzhen Fiyta Holdings
Limited (“Fiyta”), a subsidiary of the Group,
publicly announced its intention to sell the catering
and entertainment segment. The subsidiaries
comprising this segment include Xian Haomen
Food & Recreation City Co., Ltd., Shenzhen
Pengmen Restaurant Co., Ltd., Shanghai Tian Lin
Xiamen Restaurant Co., Ltd. which are expected to
be sold or closed in 2003. The sales, results and
cashflows for the year ended 31st December, 2002
and net assets of the catering and entertainment

segment as of 31st December, 2002 were as follows:

BRE-RR A
+ZH=+—HI
T+ A
ARW¥Tx

12 months to

31st December, 2002

RMB’000
R N Turnover 54,717
28 AR Operation costs (60,167)
e Operating loss (5,450)
%5 Finance costs (29)
¥ Bt il s 18 Loss before taxation (5,479)
Jr 15 Fi Taxation =
A AF g5 18 Loss for the year (5,479)
2% B & A Net operating cash inflow 2,186
A& 2 Bl &0 Net investing cash outflow (298)
4 A AR Total net cash inflow 1,888

CATIC Shenzhen Holdings Limited *
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Notes to the Financial Statements (Continued)

HIEEE (50 5. DISCONTINUING OPERATION (continued)
ZRBTUR
+=H=+—HIk
31st December, 2002
ARW¥T X
RMB’000
TEE Fixed assets 5,830
i B Current assets 21,670
K Total assets 27,500
o 3= K= Total liabilities (17,718)
FEE Net assets 9,782
A e A 6. OTHER REVENUES
ZRRTAE CFE A
2002 2001
ARWTIE ARKFTT
RMB’000 RMB’000
HO(E B R IR U (W 22) Value added tax special
income (Note) 20,317 28,600

B B HERA Operating lease rental

income in respect of

investment properties 15,677 15,552
WELHZ L MEEA 2 Gain from sale of trading
% & I Al investments 1,150 10,210
S SR AE B WA Income from maintenance
of timepieces 1,748 3,104
HoAte Others 1,354 5,185
40,246 62,561
i 32 Note:
R4 A BE Bl 55 A0k 1) B ik B> A 4R T o R Pursuant to relevant tax laws and regulations, the Group is
B o R I 45 9 A I ST 2 A 2 B E entitled to retain value added tax (“VAT”) collected from sales
14 4 T (R ol o 18 1 B A4 IR M A 2 I R B8 to entities established in the Shenzhen Special Economic Zone.
f14 % TE 4% (B B 11 Bk AR TR A I 1 (R B A 22 VAT special income represents the retained output VAT after
o netting off the corresponding non-creditable input VAT.

RIFMEERRARLE « BB ARER
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Notes to the Financial Statements (Continued)

B O 8 7.
% OB IR) /% RIS T 1 45 08

OPERATING (LOSS)/PROFIT

The following items have been included in arriving

2 at operating (loss)/profit:
CRECAE R ER 4
2002 2001
AR¥TE ARFETA
RMB’000 RMB’000
7% BB P 4 Auditors’ remuneration 1,613 1,446
0B £ b 2RI 5 Amortisation of leasehold
7 0 5 land payments 796 816
HALE R B EE S  Amortisation of goodwill - 4,610
Amortisation of other
non-current assets 1,203 1,015
& Depreciation
mk/E Y — property, plant and
%A equipment 85,953 70,185

— &Y% — investment properties 4,766 4,766
IEX N P Impairment charge for property,

I AH YE A plant and equipment 4,132 =
HEYE- HE & Loss on disposal of property,

A% Hi 1 15 plant and equipment 2,058 4,277
o B b e A F i 1R Loss on disposal of a subsidiary - 1,003
Wz CaE LY Operating lease rental expenses

in respect of properties 16,615 16,005
WEYEZ LW Outgoings in respect of

investment properties 1,089 785
MERE W Repairs and maintenance

expenditure 9,241 10,564
BB A7 & e Provisions for inventory

obsolescence 53,259 3,166
WF 9% J BH 3% 52 Research and development

expenditure 8,822 8,187
# g IR B 2 H Social insurance expenses

(M z£10) (Note 10) 12,669 10,523
Wik T Bl A Staff costs 80,739 80,434
R R E A Provisions for impairment losses

in respect of
— MEU K IE (M 3£24) - trade receivables (Note 24) 32,983 6,357
— A R Wi 3k T+ — other receivables* (Note 25) 68,913 =
(M 3£25)
ER BN
78 AR Cost of inventories recognised as expenses 632,102 613,115

CATIC Shenzhen Holdings Limited e
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Notes to the Financial Statements (Continued)

223 N
il (%)

7. BB (OB®) &AM () 7. OPERATING (LOSS)/PROFIT (continued)

: Lok KRR P SRR —F SN *
&) 278 3 A K, 60,000,000, 0 7~ =
RE—S5F AEBREB—FH AR
LERS FF LRSS LS S N
FAEAG ([ K h]) HAYA
&, # 150,000,000 7% P 0 3
HREZ - A_RE_FHA KikH
FHBERERALE AR Ly ts
FugFTHEARLR = Fv9 A B
JAR M SRR P AH 0 AR A M P o AR
T E-_RE=4FSwWA+AB  KE
B oo s ki hke AR
90,000,0007T, Byt + & F 32 A 7
) # RO oA A K H# 60,000,000
FEHREEREEMH

Included in these provisions is an amount of RMBG6O
million receivable from a security company. During 2001,
the Group invested an amount of approximately RMBI150
million in PRC government bonds through a licensed PRC
security company, Da Lian Securities Limited (“DLS”),
and the bonds have been under the custodian of DLS. In
September 2002, malpractices were uncovered within DLS.
Consequently, DLS’s security business licence has been
withdrawn in April 2003 by the government authorities
and DLS has been directed to shut down. Up to 15th
April, 2003, the Group has recovered amounts from DLS
totalling RMB90 million. In the circumstances, the
directors consider that a full provision against the
remaining outstanding balance of RMBG6O million should
be made.

8. HF - EHENHATHEABZM 8. DIRECTORS’, SUPERVISORS’ AND
& SENIOR EXECUTIVES’ EMOLUMENTS

(a) HEHEEFEMESFHEEWT: (a)

Details of directors’ and supervisors’
p

emoluments are as follows:

%% k%% &

2002 2001
ARWTIE ARWETA
RMB’000 RMB’000
MITEFME Fees for executive directors = =
FHMATESFWE Fees for non-executive directors 270 270
o Fees for supervisors 226 233
BATEF LAY Other emoluments for
P <t executive directors
— HEARF e KRG — Basic salaries and allowances 803 803
—fE4L — Bonus 577 701
— B AR A — Retirement benefits 275 112
FFEATHE 5 1 HAth Other emoluments for
i 755 P < non-executive directors - -
RN HAR G M4 Other emoluments for supervisors - -
2,151 2,119
I A A LS A T A JE B Directors’ fees disclosed above include HK$160,000
178 F LUk 160,0000C (- FFE— (2001: HK$160,000) paid to independent non-
AF i #5160,0007T) e executive directors.
A A AR B M i 5 = oY B S ROEEAT None of the directors waived any emoluments

I & (—FF—F ) - during the year (2001: Nil).

BRI P MEXRMDARAE o
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Notes to the Financial Statements (Continued)

HEH-ERENHEITEARZM 8  DIRECTORS’, SUPERVISORS’ AND

4 (4) SENIOR EXECUTIVES® EMOLUMENTS
(continued)
(b) B S N (b)  Analysis of directors’ and supervisors’
EDN 9 ALY | emoluments by number of directors,
I supervisors and emolument range is as
follows:

(©)

%% k%% &

2002 2001
N ¢ N ¢
Number Number
FENRW Nil to RMB1,060,000
1,060,0007C (equivalent to Hong Kong Dollars
(3T & 2y s W (“HK$”) 1,000,000)
1,000,0007C)
—HEH — directors 11 11
—EH — supervisors 3 3
14 14
2002 % . EE AL E (c) All of the five highest paid individuals in
BEANECERVA I N =R the Group for the years of 2002 and 2001
AKNFES EHZMEFF are directors of the Company whose
1% C A b7l B 5E P 8 R o emoluments are reflected in the analysis

presented above.

CATIC Shenzhen Holdings Limited * Annual Report 2002
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Notes to the Financial Statements (Continued)

WBs (W) A — 58 9.  FINANCE (COSTS)/INCOME — NET
—FF_F 2% &
2002 2001
ARWTIE ARWTAL
RMB’000 RMB’000
FIE Interest expense
— SRAT1H K — bank loans (17,833) (18,670)
— HoAh f 3k — other loans (559) (589)
FE g A Interest income
— AT — bank deposits 6,503 11,571
— JRE i B W /s ) — amount due from related
(F3£35(a)) parties (Note 35(a)) 2,318 10,090
BE 5, (FB5%) U A — 15 %8 Exchange (losses)/gains, net (2,934) 572
H Ay Others (1,385) (1,693)
(13,890) 1,281

67 B8 Bt

A4 H 2 2 Bl R YT A g AR B
R B A R B R B B RO B
w1 &) A K e O YT O HE AT I 2
o B LR R AT I AT (T L
PERTT)) EHM AR AEEFE -
MR 4R A BH R - A 42 B A ) 28 ) 1R
Il 4t € 08 B R S A 2 IR B 2
& B B It & DL K ) T SRAT
BN B A~ BE & > LKA 5 Al 2 1R
BHH19% ~ 9% 13% o ALE [H]
O A LA B 14% > 7% K 13% >
FBR I K TH R B A BRI -

AR DL E AL R fwt B> RN AL
TFRERHAR T BKETA
BB IRE B DL R A E B
S — MR B R A TR RAT /A
BREMAELEEEB MR AR
4 35 43 3 I -

10.

SOCIAL INSURANCE SCHEMES

The Group has participated in certain social
insurance schemes in respect of retirement insurance
and health insurance managed by Shenzhen
Municipal Social Security Administration Bureau
(“SMSSAB”) and housing fund managed by
Industrial and Commercial Bank of China,
Shenzhen Branch (“ICBC”) on behalf of Shenzhen
Municipal Government. Pursuant to the relevant
provisions, the Group is required to make monthly
contributions in respect of retirement insurance and
health insurance to SMSSAB and housing fund to
ICBC, equivalent to 19%, 9% and 13% respectively
based on the monthly salaries of its employees, of
which, the Group bears 14%, 7% and 13%
respectively, and the rest are borne by the
employees.

Pursuant to the above social insurance schemes,
SMSSAB is responsible for pension payments to
the retired employees of the Group and normal
medical expenses of the employees of the Group;
ICBC is responsible for paying a portion of the
amounts payable by the employees of the Group in
purchasing apartments.

R dmEERGARLE « BB ALER
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Notes to the Financial Statements (Continued)

10.

SOCIAL INSURANCE SCHEMES

Social insurance expenses for the year are as follows:

BRSO X F A

2002 2001

ARWTE ARKFTT

RMB’000 RMB’000

BERBRES Retirement insurance 7,916 6,241
BRI S Health insurance 2,926 2,888
fEEAES Housing fund 1,827 1,394
12,669 10,523

HR © 2 8 bl i 5 A & Rt
B AR B A 2 AR BRIBAT
] FE At A 55 3 - R AT A AT
B TAE5 8wt -

BLaik R, (i)

HRABA B T 5 Bk - A 4 B BRI
LSl TN VA AN E R /N
A 8 B AR S 159% - T A HLAth it [
BSE 23 ] 8 B A S 33% o It
b S N R m A S E A
€ > DRI =2 A 08 58 il 5 DA I 4 JE Js
18 2 IR R A R - T A e B
T BB AR 2 = A E ol 4 2E I 15
B A 15 78 o

11.

Having participated in the above housing fund
scheme, the Group will neither bear any further
housing expenditure for its employees nor does it
have any plan in respect of disposal of staff quarters

to its employees.

TAXATION CREDIT/(CHARGE)

Pursuant to the relevant income tax laws of the
PRC, the Group companies and associates
established in the Shenzhen Special Economic Zone
are subject to income tax at a rate of 15% while
those established in other areas are subject to income
tax at a rate of 33%. Further, certain Group
companies are Sino-foreign joint ventures which are
entitled to full exemption from PRC income tax
for two years and a 50% reduction in the next
three years starting from the first profit-making year
after offsetting available tax losses carried forward

from prior years.

CATIC Shenzhen Holdings Limited * Annual Report 2002
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Notes to the Financial Statements (Continued)

BER KR () (4%) 11. TAXATION CREDIT/(CHARGE) (continued)
AREFEBIEK S, (SH) A Taxation credit/(charge) for the year are as follows:
BRSO X F A
2002 2001
ARWTE ARKFTT
RMB’000 RMB’000

A AE B w4 3 T A5 B Current PRC enterprise
income tax (10,751) (12,907)
R EBLIE (W 3222) Deferred tax (Note 22) 20,785 3,564
JRE A1k W 7 > ) B TH Share of tax of associates (100) (381)
9,934 (9,724)

A SR T w4 BT 45 B B 5 1 AR T BR
BURET (RS4R) di Fl B 8 R A 2
F S W T8 A Rl 2 AR B R P st

The tax on the Group’s (loss)/profit before taxation
differs from the theoretical amount that would arise

using the tax rates of the home country of the

ZBUIEZE R R Company and its subsidiaries as follows:
“RECHE —FEFF
2002 2001
ARWTE AR¥FTL
RMB’000 RMB’000
BRBLAT (B518) FE (Loss)/profit before taxation (123,039) 75,946
Foe AN ) B Bt Jag 2 Tax calculated at the tax rates
#HBEA 2B applicable to the Company
(15%% 33%) &F& and its subsidiaries ranging
Z BLIA from 15% to 33% 20,318 (11,669)
JRE SR s 5 %) B T R 2 Tax effect on tax losses (6,777) (3,577)
B Ja 2 ] ek S Bl 2 R B Tax effect of subsidiaries
which were entitled to
exemption or reduction
of income tax 1,589 4,532
PN TP §: 500 Expenses not deductible
ol TH 5 % for tax purpose (5,298) -
ANZHBBL 2 WA Income not subject to tax 102 990
BLIHIK S (32 ) Tax credit/(charge) 9,934 (9,724)

IR R A R
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Notes to the Financial Statements (Continued)

JBe 3R ME Al Qs 38) e A 12. (LOSS)/PROFIT ATTRIBUTABLE TO
SHAREHOLDERS
B 7E AN F) BB R A B 2 The (loss)/profit attributable to shareholders for the
E_FF_HF+_=+—HI year ended 31st December, 2002 is dealt with in
R RN (B8R w3 the financial statements of the Company to the
A B DAKE 7 125 5 BT B 2 W & extent of a profit of approximately RMB34,583,000
W anamELE B NRE (2001: RMB40,275,000) before accounting for the
34,583,0007C (—FE—F H AR results of subsidiaries and associates using the equity
" 40,275,0007C) © method of accounting.
JBe B 13. DIVIDENDS
BRSO X F AR
2002 2001
AR¥TX ARKTT
RMB’000 RMB’000
AR T E IR 1Y R Dividends declared before year end
R B A Final, RMB0.04

A R ¥ 0.0478 (2001: RMBO0.05)

(ZEE—4F: per share*

AR ¥0.0500) * 25,680 32,100
A S 1% 1R 1Y IS Dividends proposed after year end - 25,680
* —EER—FRRERFRNEEL * Final dividends for 2001 and 2000 declared in 2002

AZRE - BERE—F 555 and 2001 respectively.

WRAEA L 7] A F AR AL 7 IR %%
B S 2 DAAR 9 v I wt Y ) B A
il B 5 2 W AR 4% [ B w e
SU) B ] 1) A B S i AR T E 2 Y
R T R Y A 3 % 5 o ply R
e R B DA A B s e R AR
Fie A A2 iR B B 52 ¥ 89 oK 23 Bid A
8] B [ A 2 B R HEE 4 A B 3R A B
(VNG

In accordance with the Articles of Association of
the Company, the Company declares dividends
based on the lower of retained earnings as reported
in the statutory accounts prepared in accordance
with PRC GAAP and the financial statements
prepared in accordance with IFRS. As the statutory
accounts have been prepared in accordance with
PRC GAADP, the retained earnings as reported in
the statutory accounts will be different from the
amount reported in the accompanying statements

of changes in shareholders’ equity.

CATIC Shenzhen Holdings Limited * Annual Report 2002
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15.

BB O #) 7

UNGR s 3 Y TE V¥ I DAE
AN R RS (s 48) s AR
AR ¥ (60,548,0000C) (= FE—
0 N ¥552,939,00070) BR DAAS 4F
FE B 817 Iy $642,000,000/% (—
FE—4F 1 642,000,000%) 5FH& -

BYGY
ak (4%

%)

Notes to the Financial Statements (Continued)

14. (LOSS)/EARNINGS PER SHARE

(Loss)/earnings per share for the year was computed

by dividing the Group’s loss attributable to
shareholders of approximately RMB60,548,000
(2001: profit of approximately RMB52,939,000)
by the number of shares outstanding during the
year of 642,000,000 (2001: 642,000,000) shares.

W3k~ BB Bk i 15. PROPERTY, PLANT AND EQUIPMENT
A% 45 1M Group
“ERE “ET-F
2002 2001
it i B
Equipment 1N
& and Motor W A%
Buildings machinery vehicles Total Total
ARBTE  AR¥Tx ARMTE ARBTE AREFZ
RMB000 RMB000 RMB000 RMB000 RMB000
WA /A Cost/valuation
ENHE At beginning of year
e - as previously reported 238,482 481,271 24,206 743,959 791,822
—HRBIR AR - effect of adopting IAS 40
FHEER
2 - = = = (35,513)
—EHm — as restated
Va3 238,482 481,271 24,206 743,959 756,309
REMEEN B Reclassified as investment

(Fr3z16) properties (Note 16) - = - = (98,257)
ERIEEA Transfer from construction-

(Wr#17) in-progress (Note 17) 2,568 - - 2,568 12,617
HE Additions 5,560 08,388 586 74,534 123,281
e Disposals (2,403) (10,100) (1,062) (13,565) (45,320)
it 8 i 24 ) Disposal of a subsidiary - - - - (3,769)
HERAD Voluntary liquidation

B /8 A 7 of a subsidiary - - - - (902)
Ly ¥ At end of year 244,207 539,559 23,730 807,496 743,959

FNFMEERGARL A « SRR AN
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Notes to the Financial Statements (Continued)

B B R B RE o)

e & HE ) 15. PROPERTY, PLANT AND EQUIPMENT
(continued)
A (%) Group (continued)

TR T
2002 2001
ot f ¢ B A
Equipment Bl
€3 and Motor W ot
Buildings machinery vehicles Total Total

ARBTL  ARMTx  ARMTFRX  ARBTE  ARFFL
RMBOOO  RMBOO0  RMBO00  RMBUOO  RMBUOO

f#%: Representing:
GRS At cost - - - - 373,562
Heat Ah At valuation 244,207 539,559 23,730 807,496 370,397
244,207 539,559 23,730 807,496 743,959
Bithi# Accumulated depreciation
ENRE B At beginning of year
- 5l @%%ﬁ - as previously reported 64,603 196,854 16,668 278,125 277,291
- }’E@ Wt — effect of adopting IAS 40
B 5 407
BhicH % - - - - (5,130)
L LA 1 - as restated 64,603 196,854 16,668 278,125 272,161
BENEENH Reclassified as investment
(B 3‘%16) properties (Note 16) - - - = (33,452)
ZFEE?F% - Charge for the year 24,541 58,943 2,469 85,953 70,185
] 76 B 1 A Impairment charge 2,600 1,532 = 4,132 =
il & Disposals (529) (7,741) (801) 9,071) (28,271)
it & 4 ) Disposal of a subsidiary - - - - (1,753)
H G BB A 7 Voluntary liquidation
of a subsidiary - - - - (745)
EREE At end of year 91,215 249,588 18,336 359,139 278,125
W i 5 4 Net book value
Ly ¥ At end of year 152,992 289,971 5,394 448,357 465,834
ERERE At beginning of year 173,879 284,417 7,538 465,834 484,148
LES/ES FR R Had the property, plant and
ﬁﬂﬁ T AR B equipment been carried
ZEHTESIR at cost less accumulated
AIRT T - depreciation, the carrying
amounts would have been:
A Cost 224,945 517,123 23,730 765,798 701,774
Zitie Accumulated depreciation 78,661 230,312 18,336 327,309 254,450
146,284 286,811 5,394 438,489 447 324

CATIC Shenzhen Holdings Limited * Annual Report 2002
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Notes to the Financial Statements (Continued)

BYGY
ak (4%

%)

e & HE ) 15. PROPERTY, PLANT AND EQUIPMENT
(continued)
y: A | Company
“ERE “E%-F
2002 2001
it i B
Equipment ERIR
& and Motor Hm a%
Buildings machinery vehicles Total Total
ARMTR  ARWTX  ARWTEZ ARWTR AREfZ
RMB000 RMB000 RMB00O RMB00O RMBY00
WAk /o Cost/valuation
ENBE At beginning of year 21,925 97 4,103 26,125 23,967
RE Additions - - - - 2,158
EREH At end of year 21,925 97 4,103 26,125 26,125
R%: Representing:
WA E At cost - - - - 7,125
Heabffi At valuation 21,925 97 4,103 26,125 19,000
21,925 97 4103 26,125 26,125
Rithi Accumulated depreciation
ERERE At beginning of year 5,760 72 1,810 7,642 5,542
AU Charge for the year 1,440 16 710 2,166 2,100
EREE At end of year 7,200 88 2,520 9,808 7,642
W i ¥ Net book value
EREE At end of year 14,725 9 1,583 16,317 18,483
ENRH At beginning of year 16,165 25 2,293 18,483 18,425
PSRN T Had the property, plant and
BUE RN equipment been carried at
ZEHTESIR cost less accumulated
AR EMT: depreciation, the carrying
amounts would have been:
A Cost 21,925 97 4,103 26,125 26,125
itk Accumulated depreciation 7,200 88 2,520 9,808 7,642
14,725 9 1,583 16317 18,483

IR R A R
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L E Y 5 &k N )

KEEZWE--FE MEHC H—
Hh I G A S R A R R I T e S
FEHE (CEE) A RAHR ([H
YIMEfE ) I FF —F+ =
+— H 2 B TS E A% B AR
A VEAE A, > BB A (B B R T (B R
AEAKEE W ZEEEDH
REES RN -FZ FE+H
=t—HzZzG6EEABERN-

AR H i Y AL B B
I > 5% 55 3 S ) BT A A L Ml fa A
B VR I T a7 AR ) R - b R )
T S04E A -

A LE BRI AN B T A AR
MRS LA EEY ([ &8
F1) > H& BRI FELS S AR
#107,792,0000C ( = FEE—4: A
K % 119,244,000 ) 1 A R %
14,725,0007C ( ~EEZ—44: NR¥
16,165,0007C) ° B A AE 7] 5¢ Hb A 51
M RS b 2 GG AE (> B
1T A0 L b 3K I K B I AR
B M 518 — [ & L b 2Kk IH |
Hh B 4 5% o

Notes to the Financial Statements (Continued)

15.

PROPERTY, PLANT AND EQUIPMENT

(continued)

The buildings and other property, plant and
equipment of the Group were revalued on an open
market value and a replacement cost basis
respectively at 31st December, 2002 by Shenzhen
Pengxin Real Estate Appraisal Co., Ltd. (“Shenzhen
Pengxin”), an independent valuer registered in the
PRC. The revalued amounts are not materially
different from the carrying values of property, plant
and equipment as at 31st December, 2002.
Accordingly, these property, plant and equipment
are stated at their carrying values in the consolidated

financial statements as at 31st December, 2002.

The Group’s buildings are situated in the PRC and
the related leasehold land was granted by Town
Planning and Land Administration Bureau of

Shenzhen for a period of 50 years.

Included in buildings of the Group and the
Company are leaschold properties including both
leasehold land and buildings, with an aggregate net
book value of RMB107,792,000 (2001:
RMB119,244,000) and MRB14,725,000 (2001:
RMB16,65,000) respectively. Because of an inability
to estimate reliably the element of leasehold land
value attributable to the leaschold properties,
leasehold land payments in respect of these
properties are not separately classified under the
heading of “Leasehold land payments” as disclosed

in Note 18 to the financial statements.

CATIC Shenzhen Holdings Limited * Annual Report 2002



HE % #i 3% M s e

15.

L E Y 5 &k N )

Kegn AR EMFERHE
T b B (3 A R T R R 2
WAGOZSEHEREFRMHAE -
M 20-354F FHEE P 85 > B HL ] iR AH
ERAMAL R G)ZEHEBRTRY
HGEERLRTHAETAERER,
BT {of % 5 FH B A o 4% A Bk B 5T
185 51 A > L R T S B SR A (E B2
T o

AEE T A=+ —HMW
FEA N R ¥21,976,0007C 1 /i
VERE S (BT — 4 — A s E
8 A5 N R %13,662,0007T) » EAEA
A\ 2 Mg s B — I A
BEHEMARAR (M#E]) &
TR I 22 G %5 B B 90 R 2w
(THEE]) BUS M W 8RITIERAR
#:12,600,0007C (—FEE—44F: AR
¥ 8,500,0007C ) [ 4K # & (Bf 58
30) o

Notes to the Financial Statements (Continued)

15.

PROPERTY, PLANT AND EQUIPMENT

(continued)

The inability to estimate reliably the leasehold land
value attributable to the leasechold properties
however did not have a significant financial effect
to the Group because (i) the leasehold land
attributable to the leasehold properties is depreciated
over a period of 20-35 years, which approximate
the remaining period of the leases; and (ii) the
revalued amount of these leasehold properties does
not materially differ from their carrying value,
which also approximate their carrying amounts had
these leaschold properties been carried at cost less

accumulated depreciation.

As of 31st December, 2002, two plant buildings
with an aggregate net book value of
RMB21,976,000 (2001: a plant building with net
book value of RMB13,662,000) were pledged for
short-term bank loans of RMB12,600,000 (2001:
RMBS8,500,000) made available to Shenzhen
Maiwei Cable TV Equipments Co., Ltd. and
Shenzhen Aero-Precision Mould and Plastics Co.,
Lted., the subsidiaries of the Group (Note 30).

R dmEERGARLE « BB ALER
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Notes to the Financial Statements (Continued)

16. H#EYE 16. INVESTMENT PROPERTIES
BRSO X F A
2002 2001
AR¥WT XL AKRKFFTLT
RMB’000 RMB000
i T B Carrying amount
) B At beginning of year 98,257 -
E X & | Reclassified from property,
(M 3£15) plant and equipment
(Note 15) - 98,257
R BRHE At end of year 98,257 98,257
i Accumulated depreciation
FE ) B At beginning of year (38,218) - | 95
Y2~ W e B B o B Reclassified from property,
(M 2£15) plant and equipment
(Note 15) - (33,452)
AAE B4R Charge for the year (4,766) (4,766)
EOR R At end of year (42,984) (38,218)
FH Net book value
FEREBRH At end of year 55,273 60,039
) iR At beginning of year 60,039 -
8 57 T R AR Independent valuer’s valuation
— NEEMHBESHE — excluding the valuation of the
-+ i EOIE relevant leasehold land
payments 57,004 -
— B35 A B A & — including the valuation of the
+ Hb ZKIH relevant leasehold land
payments 96,367 -
= AN (H Directors’ valuation
— WA E — including the valuation of the
+ Hb ZIH relevant leasehold land
payments - 126,367

CATIC Shenzhen Holdings Limited

Annual Report 2002
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B¥WE (41)

A £E T A B E W 3 2 R B R
A HLAR B A9 AH B - b iy BRI T R
TR #) K R % T S04F
R

Hrp R WA 2 kBTN
EEMGEBTE IR — LI FE
H DAEE B RRAS AT T AR A > 1 BT
AWER—ILILEFEASA=TH
F 1 B AT A PR J A4S B
T 355 18 4 125 P UOHE AT B A - L FEAL
W H A E s N R ¥ 61,071,0007T
(ZFEF—: ANR%¥61,071,0007T) »
COEEARAEERN _FF _4F+
A=t —HZEAREEAMER
Neot ZFEX—4F HBPREALE
B AN P A Y SEAE B B B R 2R
AENEERRZ® MAALE
48 L DA BORH & e A o H S R
A 2 B A s WY
WE B AE Y I LA H
A W T {51

WEBREYEE BEIMER L
EE ETHA=Z1T—HAH
G E M AE R (—FEE— H
= AR EREAG) -

Notes to the Financial Statements (Continued)

16.

INVESTMENT PROPERTIES (continued)

The investment properties of the Group are situated
in the PRC and the related leasehold land was
granted by Town Planning and Land Administration

Bureau of Shenzhen for a period of 50 years.

The investment properties held by Fiyta were valued
by Shenzhen Assets Valuation Office in February
1992 on a replacement cost basis, and all investment
properties were subsequently valued on an open
market value basis at 30th June, 1997 by Chesterton
Petty. Revaluation surplus arising from such
valuations amounting to RMB61,070,000 (2001:
RMB61,071,000) in aggregate has been reflected
in the consolidated balance sheet as of 31st
December, 2002. During 2001, the directors
resolved that the Group would no longer require
these properties for its own future production or
administrative purposes and they would continue
to be leased out for rental income. As a result of
the change in the intended future use, these
properties were reclassified as investment properties
and were stated at their carrying amount at the

date of transfer.

An independent valuer’s valuation was carried out
by Shenzhen Pengxin on an open market value basis
as at 31st December, 2002 (2001: valued by

directors).

R dmEERGARLE « BB ALER
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Notes to the Financial Statements (Continued)

ekt TR 17. CONSTRUCTION-IN-PROGRESS
AR AR
Group Company
CEREOMNE —ER-F FEEOE _FZF
2002 2001 2002 2001
ARWTE ARW Tt AR®TRX ARWTT
RMB’000 RMB’000 RMB’000 RMB’000
) R A At beginning of year 46,879 31,960 - -
NE Additions 371,009 37,681 — —
WD Disposals = (10,145) = =
HWAME- KB Transfer to property,
T % M plant and equipment
(T 3£15) (Note 15) (2,568) (12,617) - -
G At end of year 415,320 46,879 - —

CATIC Shenzhen Holdings Limited e

Annual Report 2002
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18.

Notes to the Financial Statements (Continued)

AL b Ak 18. LEASEHOLD LAND PAYMENTS
Y|
Group
CRECAE R ER 4
2002 2001
AR®TE AR¥TL
RMB’000 RMB’000
AE)FE Net book value at 1st January
— 3R 2 E — as previously reported 29,567 -
— ¥R B R R — effect of adopting IAS 40
55 40F H A 2 5 B - 30,383
— H AR 2 FE — as restated 29,567 30,383
AR B Disposal (5,645) -
ENCSE: X Amortisation (796) (816)
FRFE Net book value at 31st December 23,126 29,567
P A Representing by nature:
REYE Investment properties 12,388 12,697
HoAt 3 Other properties 10,738 16,870
23,126 29,567

A 45 A B o 2 67 7R v B 5 A

The Group’s leasehold land is situated in the PRC

N G P38k T R 0 A A B R and was granted by Town Planning and Land
T 5048 I 4 - Administration Bureau of Shenzhen for a period of
50 years.

R dmEERGARLE « BB ALER
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Notes to the Financial Statements (Continued)

B A R 2 B 19. INVESTMENTS IN SUBSIDIARIES
AR A
Company
BRSO X F A
2002 2001
AR¥TIXE ARKFTT
RMB’000 RMB000

i B B b T E B AT By Investments in promoter shares

Z®|E of listed subsidiaries

— A — at cost 387,946 387,946

— M A i ] — share of profit 279,166 366,102
e NI S i i Investments in unlisted equity

Z®|E of subsidiaries

— WA — at cost (Note) 179,254 62,404

— A % A — share of profit 146,416 162,497
JRE Wi i Jg A R 2 KA Amount due from a subsidiary 8,032 130,012

1,000,814 1,108,961

32 ¢ Note:
ASAE o A B2 B HE A 959 ME 2 1) B J A W] — During the year, the registered capital of Shenzhen Shennan
YN FEREEEARAR ([ ]) K g Circuit Co., Ltd. (“Shennan”), a 95% owned subsidiary of the
AEE R R AT E AR Group, was increased from RMB7,000,000 to RMB130,000,000
& 7,000,0007C 3 i 2 A [ ¥ 130,000,000 by the capitalisation of an aggregate amount of
Jee M R ZEEX AT A= —HM RMB123,000,000 due to its shareholders in proportion to the
JE W G e 2 K AN R 116,850,00000 2 shareholdings of the respective shareholders. Consequently, an
S LB o amount of RMB116,850,000 due from Shennan to the

Company was capitalised as additional investment in Shennan
as at 31st December, 2002.

CATIC Shenzhen Holdings Limited * Annual Report 2002
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19.

Notes to the Financial Statements (Continued)

T W A ) 2 BER (47) 19. INVESTMENTS IN SUBSIDIARIES
(continued)
N_EFEEZFE+ZHA=Z+—H & As at 31st December, 2002, the Company had
NEBEEEA TIAL A ERR direct interests in the following major subsidiaries
Jh A AS B T T B A K HE AR ER which, in the opinion of the Directors, materially
rEENMABEN EERE A A (% contribute to the net income of the Group or held
60N | B0 b B EE A AR ST ) B HE a material portion of the assets or liabilities of the
fii - Group (all incorporated/established and operating
in the PRC):
w /R AR B2
Date of E&rak RERM TEEH
W 2 4 incorporation/ Attributable HIEA  Type of Principal
Name of subsidiary establishment equity interest Registered capital ~legal entity activities
“RFE CFTE
2002 2001
FATREE (R8)  —A0EE 2.4% 224 AR¥u9s1800m  RBHERAT  BERHEEE
Bff A ZR=T-H RMB249318,000  (RHLTAF) B K%
Shenzhen Fiyta 30th March, 1990 Joint stock Manufacture and
Holdings Limited company sale of watches
(listed on the and clocks;
Shenzhen catering and
Stock Exchange)  entertainment
FAKEMET “WNZE 5985%  9985% ARW1770000%  BBARAA  REREERS
B f A t=ANAH RMBI32770,000  (RIILWAE) Enk
Shenzhen Tian Ma 8th November, 1983 Joint stock Manufacture and
Microelectronics company sale of liquid
Co., Lid. (listed on the crystal displays
Shenzhen
Stock Exchange)
PRI R e B —~ARE 95% 95%  ARM130000000 AREELA  HERHEDR
YN tH=H RMB130,000,000  Limited liabiliy ~ E ¥ i
Shenzhen Shennan 3rd July, 1984 company Manufacture and

Circuit Co., Ltd.

IR R A R

« ZEROHER

sale of printed

circuit boards
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Notes to the Financial Statements (Continued)

WS A 2 B (50 19. INVESTMENTS IN SUBSIDIARIES
(continued)
At/ ok AR B2
Date of ERrak AEEN TEEH
WRA 4 incorporation/ Attributable WA Type of Principal
Name of subsidiary establishment equity interest Registered capital ~ legal entity activities
R CFTE
2002 2001
I RERR ~ A% 74.5% 745%  ARW10000000m AEEE HERHERT
BHRm A A AAtLHR RMB10,000,000  Contractual ERR M
Shenzhen Aero-Precision 15th September, 1981 joint venture Manufacture and
Mould and Plastics sale of mould
Co., Ltd. and plastic casings
RYERARER - 60% 6% ARHLs000% HEEE HERBERR
SR ARZR RMB1,500,000  Contractual ARAG R
Shenzhen Maiwei 3rd August, 1991 joint venture  Manufacture and
Cable TV sale of electronic

Equipments Co., Led.

components of

cable television

appliances
A 2 B 20. INVESTMENTS IN ASSOCIATES
A4 Y AR
Group Company
CRREOHNE CRR - ERROE XL F
2002 2001 2002 2001
ARWTE AR¥Tr ARWTE AR¥T
RMB’000 RMB’000 RMB’000 RMB’000
S NS Investments in unlisted
- /N equity of associates,
I b A at cost
ZHRE 8,464 12,464 5,011 5,011
JRE 15 Wt 7 Share of profits less
Yai A Uk s 18 losses of associates 23,154 22,671 21,756 22,167
31,618 35,135 26,767 27,178

CATIC Shenzhen Holdings Limited

Annual Report 2002
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8 34 o B ) O
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Notes to the Financial Statements (Continued)
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INVESTMENTS IN ASSOCIATES (continued)

As at 31st December, 2002, the Company had
direct interests in the following major associates

(all incorporated/established and operating in the

PRC):
At/ ok AR
Date of E&rak WA AEEN TEEH
L LY RS incorporation/ Attributable Registered  Type of Principal
Name of associate establishment. equity interest aapital.  legal entity activities.
“RFE CFTE
2002 2001
TRt 1 5 —LARE 50% 50% £1595000 AELE HERE
HRAH t-A+LA USD1,595,000  Contractual Lt
CASTIC-SMP 15¢th November, 1986 joint venture Manufacture and
Machinery sale of dry
Corporation Limited cleaning machines
YA TREN —~LAE 30% % ARW3d00000t  AERE BERE
fRAH —~Atth RMB3,400,000  Contractual ERR M
Shenzhen Shenrong 17th January, 1989 joint venture Manufacture and

Engineering Plastics

Co., Ltd.

IR R A R

« ZEROHER

sale of plastic

casings
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Notes to the Financial Statements (Continued)

(4 )

21. NON-CURRENT INVESTMENTS

A 4R 14 Y YA |
Group Company
SR I BBoE LT F
2002 2001 2002 2001
ARWTE AR¥ Tt ARWTE AR¥TC
RMB’000 RMB’000 RMB’000 RMB’000
e ARG i A Hs Investments in promoters’
) S TN shares of a company listed
EANBZ B E outside Hong Kong, at cost 3,000 3,000 = -
T AN JE L7l Investments in shares of
N2 E  unlisted companies, at cost 8,423 6,923 = -
11,423 9,923 = =

AR R R B B E A B A E
N2 B8 > H e K A B
b 77 BOUR ¥R P B A HE > DA e JF BT
o ) 2 B B A A R AT
32 A A AR o Wb 26 50 IO 9 B
By o 0 ] A€ B9 20 H > B R A
BN A B R St E R KSR

CATIC Shenzhen Holdings Limited

The Group’s non-current investments represent
investments in promoters’ shares of a listed
company, which are transferable subject to approval
from relevant local authorities, and shares in certain
unlisted companies, which do not have a quoted
market price. These investments have neither an

active market nor a fixed maturity and are therefore

carried at cost less accumulated impairment losses,

if any.

Annual Report 2002
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Notes to the Financial Statements (Continued)

22. EHEBLIHE 22. DEFERRED TAX
AEH Y N/ |
Grou Company
“RBONE CEL - ZFEFOE ELF
2002 2001 2002 2001

ARBTE AREFLZ ARBTE ARFTL
RMB000 ~ RMB000 ~ RMB000  RMB000

HE 5 B A Deferred tax assets
BT FIEE Deferred tax assets
in respect of
— TR R IR Y — provision for
doubtful debts 20,644 7,009 - -
i — provision for inventory
7B A obsolescence 13,381 7,088 = -
104 - R MER 2 — fair value losses of
B & A RME trading investments
SR 2 |k 308 282 - -
— T 8 BH 0 2 — write-off of start-up
costs - 453 - _
34,333 14,832 = =
3 7iE BE 0 A 1K Deferred tax liabilities
BT EE Deferred tax liabilities
in respect of
e/ EN: — revaluation surplus
&L v of property, plant
A and equipment 1,724 2,411 1,724 2,411
— RS B — revaluation surplus of
& ] investment properties
REYEZ formerly classified
G (E as property, plant
and equipment 1,499 2,096 1,499 2,096
3,223 4,507 3,223 4,507
T3 10 4T B IH Net deferred tax
gE,/ (A1) assets/ (liabilities) 31,110 10,325 (3,223) (4,507)

R dmEERGARLE « BB ALER
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Notes to the Financial Statements (Continued)

BB (50) 22. DEFERRED TAX (continued)
AR JIE 0 IE A A B 4 T The movement on the deferred income tax account
is as follows:
A% H |
Grou Company
“ERFCHE FTF CRFOE _FTF
2002 2001 2002 2001
ARWTE ARHFTAL ARBTRE ARFTL
RMB’000 RMB000 RMB’000 RMB000
FERH At beginning of year 10,325 6,761 (4,507) (6,412)
B R R YE Provision for doubtful
debts 13,635 2,419 - -
Al EE PR A B A Provision for inventory
obsolescence 6,293 1,145 - -
RBEGWEA 2 BE  Fair value losses of 105
s R ESIR 2 Bk trading investments 26 282 - =
T 85 B 3 2 Write-off of start-up
costs (453) (229) - -
AR B Accrual for advertising
expenses - (1,958) = =
VEN V& ] Revaluation surplus of
AL property, plant and
equipment 687 688 687 688
5 B ¥ B E K Revaluation surplus of
R R E Y E L investment properties
A (E 597 597 597 597
H 8 0 I ) S Timing difference in
A BB Y recognition of interest
fR i 25 L income arising from
the over-subscription
monies obtained during
the H Shares offering - 620 - 620
R At end of year 31,110 10,325 (3,223) (4,507)

CATIC Shenzhen Holdings Limited * Annual Report 2002
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Notes to the Financial Statements (Continued)

(4 )

23. H#H& 23. INVENTORIES
A% A%
Grou Company
“RROE CREF - ZERIE CFEF
2002 2001 2002 2001
AR¥TIHE AR¥TT ARWTAE AR¥TL
RMB’000 RMB000 RMB’000 RMB000
A R AR 51 R At cost
J5 A R Raw materials 100,757 109,126 - -
TE & il Work-in-progress 24,817 21,845 - -
7 1 Finished goods 134,520 123,259 - -
D) AT 5 5 R (E 5 R At net realisable value
JE b1 A Raw materials 7,853 12,684 = —
TE E Work-in-progress 1,483 1,658 = =
& Finished goods 26,959 67,163 - -
296,389 335,735 - =
24. HEWBOWR 3K 24. TRADE RECEIVABLES

AHE & B YR [F 3 R 7E 30
RKEQOR A A > HIRE - Aran T -

The Group’s credit terms on sale of goods range

from 30 to 90 days and the aging analysis of trade

receivables is as follows:

AR AR
Grou Company
CRFOE CFTF ZEFIE FTF
2002 2001 2002 2001
AR¥TIL ARKTL ARWTE ARFTA
RMB’000 RMB’000 RMB’000 RMB000
1B Current 87,488 45,684 - -
30-60°K 30-60 days 43,507 38,127 - -
60-90 K 60-90 days 22,521 35,575 - -
90K bl E over 90 days 108,138 89,941 = =
R IR Less: provision for
impairment losses (70,284) (37,301) = =
191,370 172,026 - -

IR R A R

« ZEROHER
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Notes to the Financial Statements (Continued)

25.  TEAT R Ak B b HE K 25. PREPAYMENTS AND OTHER
RECEIVABLES
AEHE A2
Group Company
RO CREF N ZERIE CFEF
2002 2001 2002 2001
ARBTL AREFLT ARWTIL ARKEFL
RMB’000 RMB000 RMB000 RMB’000
T AT R 3K Prepayments 12,564 6,342 - -
At JE i 3K Other receivables 125,638 74,962 12 380
R RIR A Less: provision for
impairment losses (80,904) (11,991) = —
57,298 69,313 12 380
26. HRHWMIFHLEE 26. TRADING INVESTMENTS 107
AEHE A4
Group Company
ZRROE CRF - ZERIE CZEF
2002 2001 2002 2001
ARWTRE AR#FTLZ ARWTRE AR¥TR
RMB’000 RMB000 RMB000 RMB’000
F s LAAN T Market value of
Fe 3 09 T {E investments listed
outside Hong Kong
— HE 43 % — Equity shares 6,615 4,367 - -
— &% — Bonds - 150,455 - -
6,615 154,822 = =

CATIC Shenzhen Holdings Limited
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27.

28.

29.

Notes to the Financial Statements (Continued)

¥ % A K 27. DESIGNATED DEPOSITS
R 28 A7 AT R BOE B BT A R These deposits have been placed with Xinhua Trust
A — % i o 1B AH B AR P A o AR Investment Company Limited, a company approved
BIHEBEN AR —HEFHLERE by the relevant PRC authorities to conduct trust
A A BN A > 5% A7 2K B A7k B AR investment business in the PRC, for investment
WIBR Sy —4F - purposes. Such deposits will be uplifted between
October to November 2003.
Bl & B BT AR A 28. CASH AND BANK BALANCES
W oEEZ—FE T _H=1T—H B Included in cash and bank balances were bank
& XBAITAREE AR ERE S deposits pledged against certain trade finance
RilEKE OB AN R facilities granted to the Group amounting to
26,623,0000C (—FF —: AR¥ approximately RMB26,623,000 (2001:
37,217,0007C) ° RMB37,217,000).
JEE A i sk 29. TRADE PAYABLES
AEHE A4
Group Company
ZRROE CRF - ZERIE CZEF
2002 2001 2002 2001
ARWTRE AR#FTLZ ARWTRE AR¥TR
RMB’000 RMB000 RMB000 RMB’000
B 4 Current 82,088 44,503 - -
30-60K 30-60 days 17,698 14,894 = =
60-90K 60-90 days 6,833 20,194 = =
90K LI | over 90 days 19,950 7,870 = =
126,569 87,461 = =

R dmEERGARLE « BB ALER
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Notes to the Financial Statements (Continued)

S B oAk B EE

J 39 8 K 30. SHORT-TERM LOANS
ALH A )
Group Company
“EROE CFFF ZFRCHE FEF
2002 2001 2002 2001
ARBTL AREFT ARBTL AREFL
RMB’000 RMB000 RMB000 RMB000
AT E A Bank loans
— HEH (M 32 (b)) Secured (note b) 12,600 8,500 - -
— WAEH (K 2(0) Unsecured (note c) 353,704 234,297 60,000 60,000
366,304 242,797 60,000 60,000
Hofth B 2Kk (B 32.(d)) Other loans (note d) 11,500 13,000 = =
377,804 255,797 60,000 60,000
P 3 ¢ Notes:
(a) N EEHEL A=+ —HE (a) As of 31st December, 2002, the short-term bank loans
R 17 B K R B R A 3.08% 4% bore interest at rates ranging from 3.08% to 6.44%
6.44% ( — % iE —4E S 5.36% % (2001: 5.36% to 6.44%) per annum.
6.44%) ©
(b) NEEEZFEF A= —HE (b) As of 31st December, 2002, the short-term bank loans

(c)

(d)

ﬁﬁ%&ﬂ% uﬁ%@ﬂﬁmﬁﬁﬂﬁ
T (ZFF 4 WF‘J[%JE

,I#kﬁ’*$7l<%l§14&ﬁ§/\i

15) °

poEECEFH=+—H
e 31 P 0 0] 4R 4T %%‘—WILJ\E%
60,000,000 7C ( : Z T — 4F
60,000,0007C ) AN T Z
e e /Aiﬂlﬂlﬁlﬁn < Bl 4

EINA R (THpEN]) 2 K —
37 B 4 B AT N R R 2 Al A
BT (TH A A R SRAE (R o

oAl & 3 B A R %5 7,500,0000C (—
TR —: N %9,000,00078) [ H
AT I BT A8 > 37 4% 4 R R 5.319% (=
TE 4 6.44%) wHE B -

were secured by two plant buildings (2001: a plant
building) of the Group made available to certain
subsidiaries of the Group (Note 15).

(c) As of 31st December, 2002, included in unsecured
short-term bank loans was a loan of RMBG60,000,000
(2001: RMB60,000,000) guaranteed by China National
Aero — Technology Import & Export Corporation
(“CATIC”), a beneficial owner of the Company’s
ultimate holding company, CATIC Shenzhen Company
(“Shenzhen CATIC”).

(d) Included in other loans was a loan of RMB7,500,000
(2001: RMB9,000,000) borrowed from Shenzhen
CATIC at the rate of 5.31% (2001: 6.44%) per annum.
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31.

S B oAk B

Notes to the Financial Statements (Continued)

223 N
il (%)

JBe A 31. SHARE CAPITAL
TREBME S AR
2002 2001
AR¥BT XL ARKFFTLT
RMB’000 RMB’000
2t it~ B AT R AR 8 Registered, issued and fully paid
AR B Jy 8 e 2 A or credited as fully paid capital:
400,000,000 & ik 400,000,000 Domestic Shares
ANR¥1TZ2HERN of RMB1 each (note a)
%W (B 32 (a)) 400,000 400,000
242,000,000 8 & i 242,000,000 H Shares of
ANR¥1ICZHE (K 3£(b))  RMBI1 each (note ) 242,000 242,000
642,000 642,000

(a)

(b)

ARAFRR—LIEESRA S (a)
+ HOSAZ > A RLSE H TE] A

YN EE17400,000,000 1% AF
HEARE TP ENE

JB > DA 45 HCH B A7 1 5 T B

J& /> )~ Bt s m] AR ) SE Y

HE £ o 5% 55 P B IR IR AE
AT Z2 28 2 ir B i e

Sl N1 A i S ) = Ry et (b)
H > A2 7] DA B K 2 B R

B T8 4% B9 e 1. 738 oo 88
242,000,000 8% 45 A% T8 {EL A
R¥1ITHMHE -#ZEHKE
=Lt LA =+ JLH

TE& WG 38 2 T A IR A

Eie

IR R A R

On 20th June, 1997, the Company was
established by issuance of 400,000,000
Domestic Shares of RMB 1 each to Shenzhen
CATIC in exchange for its interests in certain
subsidiaries, associates and properties. These
Domestic Shares are not listed on any stock

exchanges.

On 22nd September, 1997, the Company
issued 242,000,000 H Shares of RMB 1 each
by way of placement and public offer at a
price of HK$1.73 each. These H Shares were
listed on The Stock Exchange of Hong Kong
Limited on 29th September, 1997.

« ZEROHER
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B B R B RE o)

Notes to the Financial Statements (Continued)

W R filt

(a)

HR A o BN RE AR F] 2
N B FEAR R AR 4 UR T
FIRE » A% 2\ 7] 28 43 1l % v B
®OE R B P #0y 3 a AAY
10%HIEEERBAESE
(BRFEZABELSCEALN A
FE A S B Y 50%) K 5%
B 10% VE ¥ 2 18 4 o R
fit il 5% or. 2 H WA > i e AN
5 I AE o Ath ) 385 B A 15 1R
B4 B R i -

R K &Rk E EER
/ANl - W0 NER (EN DN
HANZHEAESE G DR
A AR 4 B 25% 4% FR o

15 RE I 3 4 TS A 4 B T
Y 5 HE A A1 o

ARAHEHER-FE
A = H R AR R R

3%,

STATUTORY RESERVES

(a)  According to the Company Law of the PRC

and the Articles of Association of the

Company, when distributing net profit of

each year, the Company shall set aside 10%

of its net profit as reported in the PRC

statutory accounts for the statutory common

reserve fund (except where the fund has

reached 50% of the Company’s registered
share capital) and 5% to 10% for the

statutory common welfare fund. These

reserves cannot be used for purposes other

than those for which they are created and

are not distributable as cash dividends.

The statutory common reserve fund may be

converted into share capital provided it is

approved by a resolution at a shareholders’

general meeting and the balance of the

statutory common reserve fund does not fall

below 25% of the registered share capital.

The statutory common welfare fund is used

for the collective welfare of the staff and

workers of the Group.

For the year ended 31st December, 2002,
the directors of the Company did not

BUR 1) 32 5 ot 4 propose the appropriations for these statutory
reserves funds.
“ERCH “EREF
2002 2001

aalk ARWTX ok ARWTFL

Percentage RMB’000 Percentage RMB’000
R Statutory common

N reserve fund = - 10% 4,639
e & Statutory common

welfare fund = - 8% 3,712

- - 18% 8,351

CATIC Shenzhen Holdings Limited
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32.

33.

Ve il s (%) 32.

(b)

A AR 33.

KREBMERANREIHN _FE—4F
I KIS ME T A A BRA " A
5518 8% 16,500,000 8% > M 6 48 48
] 7 RE 25 T A A o

S B oAk B

Notes to the Financial Statements (Continued)

A RET A AR EAR PR (b)
R ] B B A R 5 AE A
FL b iR B R B
2> [ 5 G I G XA
TR 2 7K A Tl (Ve A 1R
& 51 IBUR Y 5 T B o Uk
B TN T — 4+
A=+ H R
I A= RE A= T N
R %5 989,000705h » 3 A< 4 3]
Fa ) [ o v FI) A 1 1Y) A S
WRGALE

223 N
il (%)

STATUTORY RESERVES (continued)

In 2001, the Group changed its accounting
policies in respect of pre-operating expenses,
impairment of property, plant and
equipment, intangible assets and
construction-in-progress in the preparation
of its PRC statutory accounts in order to
comply with the requirements as
promulgated by the Ministry of Finance of
the PRC. These changes in accounting
policies did not have an impact on the
financial statements of the Group which have
been prepared under IFRS except that there
is a reallocation of approximately
RMB989,000 from statutory reserves to

retained earnings as at 31 December, 2001.

CAPITAL RESERVE

Capital reserve of the Group represents a gain on
deemed disposal of its interests in Shenzhen Tian
Ma Microelectronics Co. Ltd. as a result of the
issuance of 16,500,000 new “A” shares by the

Company to the public in 2001.

IR R A R
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34.

BEBELEE

(a)  BRBLATHE ﬁf‘%?%ﬁlﬁiﬁ

Kz (1R i Al 8

LI 2 B0 4 W A 10 9 6

Notes to the Financial Statements (Continued)

34. CASH GENERATED FROM OPERATIONS

e 20 B . .

RE %t a Reconciliation of (loss)/profit before taxation
. . . p

but after minority interests to cash generated

from operations:

—®T-% -—zz &
2002 2001
ARW¥T K AR T
RMB’000 RMB000
I B A H =1 B 2 U (Loss)/profit before taxation
HmEZz (ER) /{ﬁﬁ il but after minority interests (70,482) 62,663
DB R £ Minority interests (52,557) 13,283
- GNCIE S Share of results of associates (233) (1,252)
o Adjustments for
e Depreciation
S/ EXN GG — property, plant and equipment 85,953 70,185
— BBy — investment properties 4,766 4,766
T 1 b 3 T 48 2 Amortisation of leaschold land payments 796 816
T 4 5 Amortisation of goodwill = 4,610
HoAth = 10 7 5 Amortisation of other non-current assets 1,203 1,015
S YE Provision for receivables 101,896 6,357
ok B T K T Al Provision for inventory obsolescence 53,259 3,166
W3 R T sl 2 o YE Impairment in value of property,
plant and equipment 4,132 =
S A 2 I 48 Gain on disposal of an associate (650) -
B i N ) s 1R Loss on disposal of a subsidiary = 1,003
N RESIRZ S 2 B Fair value losses on investments 698 1,065
WERHK G MRA 2 HE 2 W Gain from sale of trading investments (1,150) (10,210)
F B A Interest income (8,821) (21,661)
PR i Interest expense 18,392 19,259
HEYE S Mkl 2 kR Loss on disposal of property,
plant and equipment 2,058 4,277
i L M K OE 2 0 5 Gain on disposal of leaschold land (757) -
B AR AT 2 8 i Operating profit before working capital
changes 138,503 159,342
EEEA 2 81 Changes in working capital
FE UL ZE 9 2 B (K m) Decrease/(increase) in notes receivable 15,367 (208)
JRE Wiz B 2K 2 38 A Increase in trade receivables (52,327) (6,825)
&2,/ (3w (Increase)/decrease in inventories (13,913) 104,970
A A A I D At R i K 2 8 Decrease in prepayments and other
receivables 9,102 34,442
JRE Wiz A B8] ) IR 2 B A Decrease in amounts due from related
companies 5,293 15,535
JRE 4SS A I 2 ) 2RI 2 H8 Increase in amount due to a related company 192 8
JOE A5} i 4% 125 e N W) 2R 2 8D Decrease in amount due to ultimate
holding company = (4,755)
HAtr ()ﬁ@j Gz () w8 (Increase)/decrease in other current assets (1,584) 7,256
JE TR 2 2 88 n (38 ») Increase/(decrease) in trade payables 39,108 (51,481)
JRE AT T B Bk T A48 A 2 2 b Decrease in salary and staff welfare payable (5,013) (619)
TE 4R B ) M H At JRE A5 5k JE 2 #8 Increase in accruals and other payables 7,991 8,373
EEAEZBERAR Cash generated from operations 142,719 266,038

CATIC Shenzhen Holdings Limited
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34.

BRB SR E (50)

(b) Wh¥EEALZ B

Notes to the Financial Statements (Continued)

34. CASH GENERATED FROM OPERATIONS

(continued)

(b)  Analysis of changes in financing during the

year
i Sk AR E DURRHER Hfak
Short term loans Dividend payable Minority interests Pledged deposits

CRFCE OCRT-F ZRR0E OCRT-F ZRR0E CTT-F CZ3R0E SR

2002 2001 2002 2001 2002 2001

2002 2001

ARMTR ARKFL ARMTR AREFAL ARMTR ARKFL ARMTRX AR¥FA

RMB000  RMB00O  RMB000  RMBO0O  RMB00O  RMB00O

RMB000  RMBU00O

EiE At Ist January
HARA/ () Cash inflows/(outflows)

255,797 438,38 - - 580,828 414,989
122,007 (182,531) (25,680) (32,100) (10,314) (11,500)

37,217 4128

(10,594) 33,089

Ef RS Dividends declared = - 25680 32,100 = = = =
FRELS: Non-cash transactions:
DB R I (Loss)/profit shared
(B /A by minority interests - - - - (52,557) 13,283 - -
i V! New shares issued of
KR a subsidiary - - - - - 170,746 - -
EEMELAR Disposal of a subsidiary - - - - - (690) - -
ERBHE As 315t December T804 255,797 - - SB9T 58688 26623 37,017
(c) BERBEFEDZIH (c)  Analysis of cash and cash equivalents
—mE-&F 2% &
2002 2001
AR¥BTE ARETL
RMB’000 RMB’000
Bl 4 K SR 1717 3K Cash and bank balances 594,164 864,162
A K Less: pledged deposits (26,623) (37,217)
567,541 826,945

R dmEERGARLE « BB ALER
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e e o — T T L 4 ] 4 ) 5
— 7 BRAE B 5 e R PR b AT )
RV KN N2 IR YT
T A B N o i B Ty 52 [R] — £ il
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35.

2y
At

Notes to the Financial Statements (Continued)

(4 )

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has

the ability, directly or indirectly, to control the

other party, or exercise significant influence over

the other party in making financial and operating

decisions. Parties are also considered to be related

if they are subject to common control or common

significant influence.

(a)

The following is a summary of significant

transactions carried out in the ordinary

f B R A oy 2 A course of business between the Group and
Shenzhen CATIC and its subsidiaries:
RO _EFXF
2002 2001
ARWTE AR¥FTL
RMB’000 RMB’000
WA A8 Operating lease rentals paid
A4 (W 21) for office premises (note 1) 7,199 6,371
EYEIDSN PN Interest income received
— LRI (W 32ii) - Shenzhen CATIC (note ii) 2,318 7,395
— YT L % & — Shenzhen Kaidi (note iii)
EHARAA
(P 7z iii) - 2,695

M3z

i HH 2 AR 4% A7 B 7 4 F] 2 [H]
ST < A K By B E A
fil

i R W A B A 77 0RO
W) AE 3K R R
0.72% (= FF —4F :15%) o
JT AT A7 R B T AR
+ = H =4+ — H A& #Hok
E]o

iii ZEE R AR AR
B 77 O L N ) B
o\ — R T B b %
A WA A R R G
6.4%-¢°

CATIC Shenzhen Holdings Limited

Note:

iii

Rental expenses were subject to the terms of
the contracts signed by the related parties at a
fixed monthly fee.

Interest income from deposits placed with
Shenzhen CATIC is calculated at rate of
approximately 0.72% (2001: 5%) per annum.
All such deposits were withdrawn before 31st
December, 2002.

In 2001, interest income from deposits placed
with Shenzhen Kaidi Investment Management
Co Ltd, an associate of Shenzhen CATIC, was
calculated at rate of approximately 6.4% per
annum.

Annual Report 2002
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35.

36.

FHEAGRY () 35.

(b)

o i P B A B G i P LA 36.

(a)

S B oAk B

Notes to the Financial Statements (Continued)

223 N
il (%)

RELATED PARTY TRANSACTIONS

(continued)

RE e 45 A7 I 2 vl sk O (b)

T W, AN A TR PR ) kTR
R e B B R R A R AR
o

Amounts due from/to related companies

The amounts due from/to related companies
are non-interest bearing and repayable on

demand.

FINANCIAL ASSETS AND FINANCIAL

LIABILITIES

% BB (a)

BRAT B HOM R SR R B
A B RE30 o A < il 1k
FE D 4 R AR e KR
R o

1% £ B (b)
R WA K 23 A 22 A A A

B 1) % 5 o SRAT A7 BRI A K

TP H I D B s A S —

ARG AL HE BT I A5 FE A A o

R A SR B 2 e
ATFAE AR B I 4R P A R

B o

A s B I (c)
AWMLy EEUANRY

AR 2 AR B o

IR R A R

Interest rate risk

The interest rates and terms of repayment of
bank borrowings are disclosed in Note 30.
Other financial assets and financial liabilities

do not have material interest rate risk.
Credit risk

Trade receivables are spread among a number
of customers in the PRC and deposits are
placed with financial institutions and an
approved trustee company in the PRC. The
directors are of the opinion that the Group
has no significant concentrations of credit

risk on financial assets.
Foreign currency risk

Most of the transactions of the Group were
settled in Renminbi. In the opinion of the
Directors, the Group would not have

significant foreign currency risk exposure.

« ZEROHER
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Notes to the Financial Statements (Continued)

36. ZWMEEERESBEAME (4)

(d)

37. TR
(a)

2 fo i

DA B 45 Al R 7 % 4 Al
FAR R 2> A0 A fE S HL R T 1
{ELSIG  F K 5 5L - Bl AR
7 A7 3 WSOR 5K~ A A
A A B L R EOH S AT IR
K~ At R AR~ AR R K
TE B2 2~ L A AR ek B £

FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (continued)

(d)  Fair value

The carrying amounts of the following
financial assets and the financial liabilities
approximate their fair value: cash and bank
balances, trade receivables, designated
deposits, balances with related companies,
prepayments and other receivables, trade

payables, accruals and other payables and

2o borrowings.
COMMITMENTS
ARG (a) Capital commitments
AL A2
Group Company
ZRRCE CXEFF ZREE CEETF
2002 2001 2002 2001
AR¥TIHE AR¥TT ARWTAE AR¥TL
RMB’000 RMB000 RMB’000 RMB000
BRI &M Contracted but not
PN ] provided for
- Properties 120,250 7,916 - =
—EERME Machinery 6,215 = - _
— M E /AR Investment in
214 a subsidiary = 90,000 = =
126,465 97,916 = =
Bt HEH Authorised but not
KFT 4 contracted for
—HE R Production facilities 22,338 = = =

CATIC Shenzhen Holdings Limited * Annual Report 2002
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Notes to the Financial Statements (Continued)

37. R¥E (%)

(b)

37. COMMITMENTS (continued)

BERMB RIS (b)  Operating lease commitments
ANZBEZEFTH=4+— The Group has commitments under non-
H oo A 45 AR SR I 1 & K cancellable operating leases in respect of staff

5 M RS L A R AR M quarters and office premises as follows:

FESZ AT A AT :

“RB-F %% 7
2002 2001
ARWTE ARKFTT
RMB’000 RMB000
AN T B Operating leases which expire
A 1 Je T

— 4K Not later than one year 15,201 13,038

W4 2 A Later than one year and not
later than five years 37,665 29,569
e o AR Later than five years 3,911 2,310
56,777 44,917
AN EE-HE+_HA=+— The future minimum lease payments

H > 7S 45 5] 48485 FH 4 R 3k &% receivable under non-cancellable operating
A M Wi AH 4 RE AR 4D - leases are as follows:

“RB-F %% 7
2002 2001
ARWTE ARKFTL
RMB’000 RMB’000
KA T B Operating leases which expire
A 19 Je T

— 4K Not later than one year 13,900 19,899

W4 2 A Later than one year and not
later than five years 35,778 31,711
e o AR Later than five years 1,081 24,891
50,759 76,501

AL ) 2 KSR A TR —
R =AU

Generally the Group’s operating leases are

for terms of three years or more.
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38.

39.

40.

Notes to the Financial Statements (Continued)

AR 4 38. CONTINGENT LIABILITIES
A% A%
Grou Company
“RROE CREF - ZERIE CFEF
2002 2001 2002 2001
ARBTEL AREFT ARWTELE ARFEFL
RMB’000 RMB000 RMB’000 RMB000
WITEHEE Guarantees to banks in
Rt R respect of banking
facilities granted to
B g 2 ) Subsidiaries - - 103,832 173,912
— K& T An associate = 5,000 - 5,000
B A A ) Ultimate holding
company - 150,000 - -
= 155,000 103,832 178,912
RN R 39. SUBSEQUENT EVENTS
ATEEHFE+A=Z+—H%E The following significant transactions took place
BAEZEREFEEHNE subsequent to 31st December, 2002:
ATEEZFE=H TV H T On 24th March, 2003, Shennan entered into an
B o i R Y% E — TEAE AR I agreement with Shenzhen CATIC to acquire a parcel
Wi B A P B R I T — 3 b of land and certain leasehold properties in
AH B W 2E 0 B ik 0 38 &) 5 AR > TR Shenzhen, the PRC, from Shenzhen CATIC. The
% A B 4 AR % 67,080,000 consideration of approximately RMB67,080,000
JG e will be paid in cash upon completion of the
transaction.
I5c % 0B A W) 40. ULTIMATE HOLDING COMPANY
AN F) HE H AR5 AT E I AR The directors regard Shenzhen CATIC, a company
L AN A established in the PRC, as being the ultimate

holding company.
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