Notes to the Financial Statements B3R &Kz

For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

GENERAL

The Company is incorporated in Bermuda as an exempted company with
limited liability and its shares are listed on The Stock Exchange of Hong

Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal activities

of its principal subsidiaries and an associate are set out in note 42.

ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE/CHANGES IN ACCOUNTING
POLICIES

In the current year, the Group adopted, for the first time, a number of new
and revised Statements of Standard Accounting Practice (“SSAPs”) issued
by the Hong Kong Society of Accountants. The adoption of these SSAPs
has resulted in a change in the format of presentation of the cash flow
statement and an inclusion of the statement of changes in equity, but has
had no material effect on the results for the current or prior accounting

periods. Accordingly, no prior period adjustment is required.

Foreign Currencies

The revisions to SSAP 11 “Foreign Currency Translation” have eliminated
the choice of translating the income statements of overseas operations at
the closing rate for the period, the policy previously followed by the Group.
They are now required to be translated at an average rate. This change in
accounting policy has not had any material effect on the results for the

current or prior accounting periods.

Cash Flow Statements

Under SSAP 15 (Revised) “Cash Flow Statements”, cash flows are
classified under three headings - operating, investing and financing, rather
than the previous five headings. Interest paid, interest received and
dividends paid, which were previously presented under a separate heading,
are classified as operating, investing and financing cash flows respectively.
Cash flows arising from taxes on income are classified as operating
activities, unless they can be separately identified with investing or financing
activities. In addition, the amounts presented for cash and cash equivalents

have been amended to exclude short-term loans that are financing in

50 HANNY HOLDINGS LIMITED ANNUAL REPORT 2002-2003

—RER

AARRFRENRLBRAATAEMML -
EROREABARIFARLT ( [BRH )
Iy

ARB R EZERAR - EXEMBELR R~
B2 ARz T REBHNMES4298 -

RnETER

£8/EHRESH

‘ﬂﬂlﬂ

AER  AREERRABLEHMAERMH S
BHRELETEHERER ( [SFEHKE
A1) - R EEHERERISICRE RS R
EHRASEEMARRESZEHE - HHAEE
HEptert Nz BT EEATE - Rt
AR BT HREE -

SNt

S EBREAF G [INEIRE ] 2 BT RS
AR REXRRERIIEHUER 2EE - MAR
KNAEERE2 —BHEK - >9I\¥WH§Z£T&%’%1EE
PR EXRE - ZREHBREDHLE
RSB ST R  FRETBEMEATE -

BeERB*®

BIESHERENE155% (KE:]) [Rans
=1 HeREHSRZMER—LE RERR
& MRz LIAER - BEBL 25 2 #R2F)
B BHRERHZRE - RARFIRLE  RE
LEEREME - RIFRATIBFREERREN
ERIFA R E EBIRME R BRI AREE
B ltih  IMERE RS FH o NERELHE



ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE/CHANGES IN ACCOUNTING
POLICIES (continued)

Cash Flow Statements (continued)

nature. Cash flows of overseas operations have been re-translated at the
rates prevailing at the dates of the cash flows rather than the rate of
exchange ruling on the balance sheet date. The re-definition of cash and
cash equivalents has resulted in a restatement of the comparative amounts

shown in the cash flow statement.

Employee Benefits

SSAP 34 “Employee Benefits” introduces measurement rules for employee
benefits, including retirement benefit plans. Because the Group participates
only in defined contribution retirement benefit schemes, the adoption of

this SSAP has not had any material impact on the financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost
convention as modified for the revaluation of certain properties and

investments in securities.

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong. The principal

accounting policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate the financial statements

of the Company and its subsidiaries made up to March 31 each year.

The results of the subsidiaries acquired or disposed of during the year are
included in the consolidated income statement 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.

Goodwill
Goodwill arising on consolidation represents the excess of the cost of
acquisition over the Group’s interest in the fair value of the identifiable

assets and liabilities of a subsidiary or an associate at the date of acquisition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Goodwill (continued)

Goodwill arising on acquisitions prior to April 1, 2001 continues to be held
in reserves and will be charged to the income statement at the time of
disposal of the relevant subsidiary or associate, or at such time as the

goodwill is determined to be impaired.

Goodwill arising on acquisitions prior to April 1, 2001 which was capitalized
and goodwill arising on acquisitions after April 1, 2001 is capitalized and
amortized on a straight-line basis over its estimated useful economic life.
Goodwill arising on the acquisition of an associate is included within the
carrying amount of the associate. Goodwill arising on the acquisition of

subsidiaries is presented separately in the balance sheet.

Trademark licenses

Trademark licenses are stated at cost less amortization and any identified
impairment loss. Amortization is calculated to write off the cost of the
trademark licenses over their estimated useful lives, using the straight line

method.

Revenue recognition
Sales of goods are recognized when goods are delivered and title has

passed.

Sales of investments in securities are recognized on a trade-date basis

when contracts are executed.

Internet service income and royalty income are recognized when services

are provided.

Rental income, including rentals invoiced in advance from properties let
under operating leases, is recognized on a straight line basis over the

period of the respective leases.

Interest income is accrued on a time basis, by reference to the principal

outstanding and at the interest rate applicable.
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Notes to the Financial Statements (continued)
For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment
Property, plant and equipment is stated at cost or valuation less

depreciation and amortization and accumulated impairment losses.

Advantage has been taken of the transitional relief provided by paragraph
80 of SSAP 17 “Property, plant and equipment” from the requirement to
make regular revaluations of the Group’s land and buildings which had
been carried at revalued amounts prior to September 30, 1995.
Accordingly, no further revaluation of land and buildings will be

carried out.

Depreciation and amortization are provided to write off the cost or valuation
of items of property, plant and equipment over their estimated useful lives,

on a straight line basis, at the following rates per annum:

Freehold land Nil
LLeasehold land Over the period of the leases
Buildings 2.5% - 5%

Plant and machinery 10% - 20%
Moulds 25% - 33%
10% - 33%
20% - 25%

Furniture, fixtures and equipment

Motor vehicles

The gain or loss arising on the disposal or retirement of an asset is
determined as the difference between the sales proceeds and the carrying

amount of the asset and is recognized in the income statement.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet
at cost, less any identified impairment loss. The results of subsidiaries are
accounted for by the Company on the basis of dividends received and

receivable.

Interests in associates

The consolidated income statement includes the Group’s share of the
post-acquisition results of its associates for the year. In the consolidated
balance sheet, interests in associates are stated at the Group’s share of

the net assets of the associates, less any identified impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in securities
Investments in securities are recognized on a trade date basis and are

initially measured at cost.

Investments other than held-to-maturity debt securities are classified as

investment securities or other investments.

Investment securities, which are securities held for an identified long-term
strategic purpose, are measured at subsequent reporting dates at cost,

less any identified impairment loss that is other than temporary.

Other investments are measured at fair value, with unrealized gains and

losses included in the results for the year.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of
its tangible and intangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable
amount. Impairment loss is recognized as an expense immediately, unless
the relevant asset is carried at revalued amount under another accounting
standard, in which case the impairment loss is treated as a revaluation

decrease under that accounting standard.

Where an impairment loss subsequently reverses, the carrying amount of
the asset is increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been
recognized for the asset in prior years. A reversal of an impairment loss is
recognized as income immediately, unless the relevant asset is carried at
revalued amount under another accounting standard, in which case the
reversal of the impairment loss is treated as a revaluation increase under

that accounting standard.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost
comprises direct materials and, where applicable, those overheads that
have been incurred in bringing the inventories to their present location
and condition. Cost is calculated using the weighted average cost method.
Net realizable value represents the estimated selling price less all estimated
costs to completion and costs to be incurred in marketing, selling and

distribution.

Leases

A lease is classified as a finance lease when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned
to the Group. Assets held under finance leases are capitalized at their fair
values at the date of acquisition. The corresponding liability to the lessor,
net of interest charges, is included in the balance sheet as a finance lease.
Finance costs, which represent the difference between the total
commitments and the outstanding principal amount at the inception of
the finance leases, are charged to the income statement over the period
of the relevant leases so as to produce a constant periodic rate of charge

on the remaining balances of the obligations for each accounting period.

Foreign currencies

Transactions in currencies other than Hong Kong Dollars are initially
recorded at the rates prevailing on the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are re-translated
into Hong Kong Dollars at the rates prevailing on the balance sheet date.
Gains and losses arising on exchange are dealt with in the income

statement.

In preparing consolidated financial statements, the assets and liabilities of
the Group’s overseas operations which are denominated in currencies
other than the Hong Kong Dollars are translated into Hong Kong Dollars
at the rates prevailing on the balance sheet date. Income and expense
items are translated at the average exchange rates for the period. Exchange
differences arising, if any, are classified as equity and transferred to the
Group’s currency translation reserve. Such translation differences are
recognized as income or as expenses in the period in which the operation

is disposed of.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation

The charge for taxation is based on the results for the year as adjusted for
items which are non-assessable or disallowed. Timing differences arise
from the recognition for tax purposes of certain items of income and
expense in a different accounting period from that in which they are
recognized in the financial statements. The tax effect of timing differences,
computed using the liability method, is recognized as deferred taxation in
the financial statements to the extent that it is probable that a liability or an

asset will crystallize in the foreseeable future.

Operating leases
Rentals payable under operating leases are charged to the income

statement on a straight line basis over the period of the relevant leases.

Retirement benefits scheme contributions
Payments to defined contribution retirement benefit plans are charged as

expenses as they fall due.

TURNOVER

Turnover represents the net amounts received and receivable for goods
sold and securities traded by the Group to outside customers and is

summarized as follows:
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2003 2002

HK$’000 HK$’000

—BER=F —TT-F

FExT FET

Sales of goods HEESD 4,084,798 3,711,393
Securities trading BHEE 78,006 662,516
4,162,804 4,373,909
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Notes to the Financial Statements (continued)
For the year ended March 31, 2003 # %

5.

SEESF=AS—AUFE

MBHRRMTE @

BUSINESS AND GEOGRAPHICAL SEGMENTS 5. EXkiEsE
In accordance with the Group’s internal financial reporting, the Group has BEAEERNIRBRE  AEERAEEBHER
determined that business segments are its primary reporting format and FTERERA - EIBARERER -
geographical segments are its secondary reporting format.
Business Segments EXAE
The Group is currently operating into three business segments, namely AEBRREAL=EHBER  NEKABER
trading of computer related products, consumer electronic products and 5 HEETEMESRESFES - HZEE
securities. Segment information about these businesses is presented BZABEMZIWMT
below:
2003 —gE=f
Trading of Trading of
computer  consumer
related electronic Trading of
products products securities Consolidated
HK$’000 HK$’000 HK$’000 HK$’000
1yl HBET
EREZ EREZS RHEE e
TERT TR TERT TERT
Turnover =E 2
External sales HNERSHE 2,975,181 1,109,617 78,006 4,162,804
Segment result DEEE 97,875 20,177 (110,408) 7,644
Interest income FLEHA 38,646
Unallocated corporate expenses RAOMEERT (38,644)
Profit before impairment loss on BRILERHZRE
investment securities EEAR T 7,646
Impairment loss on investment REBH 2 REBE
securities (823,287)
Loss from operations BB (315,641)
Finance costs FHER (31,669)
Share of results of associates [ELEE NRIRER (32,397)
Allowance for loans to associates ETHENRERER (79,595)
Amortization of goodwill arising BElE RN E
on acquisition of an associate EEZEE (6,612)
Impairment loss on goodwill arising WHE—FEERREE
on acquisition of an associate ZEEZRERR (104,585)
Net gain on disposal of subsidiaries ﬁEWE NS
and associates NSl ey 25
Loss before taxation PR A 1R (570,474)
Taxation I8 35,755
Loss before minority interests Ret DR RIER A
B8 (606,229)
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

5. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued) 5. EBRMESE (@)

Business Segment (continued) £XAE (F)
2003 —EE=F
Balance Sheet BEEEER
Trading of Trading of
computer  consumer
related electronic Trading of
products products securities Consolidated
HK$’000 HK$’000 HK$’000 HK$’000
1YL HEET
ERES ERES BEEE e
FEx FExT FET FExT
Assets BE
Segment assets DEEE 1,397,345 983 193,920 1,592,248
Interests in associates e N 271,362
Investment securities BREES 902,980
Unallocated corporate assets AOBLEEE 489,825
Consolidated total assets ABEE 3,256,415
Liabilities =
Segment liabilities NiEaE 883,844 - - 883,844
Borrowings fER 417,468
Unallocated corporate liabilities RAOELEERE 61,504
Consolidated total liabilities RerEaE 1,362,816
Trading of
computer
related
products Corporate Consolidated
HK$’000 HK$’000 HK$’000
B EEE
ERES ¥ HE
FHET FTER FTEx
Other information Hit &
Addition of goodwiill e Em 201,572 - 201,572
Capital expenditure BEARFAY 15,810 3,637 19,447
Depreciation and amortization e R 33,657 1,952 35,609
Impairment loss recognized BERREEE - 324,592 324,592
Other non-cash expenses HindEReM% 76,669 5,706 82,375
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5.

BUSINESS AND GEOGRAPHICAL SEGMENTS (continued) 5.

EBREIE (&)

Business segments (continued) £¥XAE (F)
2002 ZEECF
Trading of Trading of
computer  consumer
related electronic Trading of
products products securities Consolidated
HK$'000 HK$’'000 HK$'000 HK$'000
EiEE HEEY
EmES EmE BHEE oy
FiEr FEr FiEx FaET
Turnover EERE
External sales HNERSHE 2,575,258 1,136,135 662,516 4,373,909
Segment result DEEE 94,702 21,473 (120,517) (4,342)
Interest income FBWA 34,183
Unallocated corporate expenses RO EERT (33,191)
Loss before impairment loss on BRIREES ZRE
investment securities EERIEE (3,350)
Impairment loss on investment REFBHZRAERE
securities (15,676)
Loss from operations BB (19,026)
Finance costs HHE A (68,144)
Share of results of associates AN (3,499)
Net gain on disposal of subsidiaries HERB AR REE AR
and associates 2z FE 5,625
Loss before taxation BRI &R (75,044)
Taxation B 2,686
Loss before minority interests Rt DB R ES AR (77,730)

59 RAKMERAR —TT_ZE_TT=FFR




Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

5. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued) 5.

EBREOE (&)

Business segments (continued) £XAE (F)
2002 BT
Balance sheet BEEBER
Trading of Trading of
computer  consumer
related electronic Trading of
products products securities Consolidated
HK$’000 HK$’000 HK$’000 HK$'000
Bl HEET
EmES EmES EHEER Re
FET FET FET FHET
Assets BE
Segment assets DEEE 1,473,342 2,170 293,491 1,769,003
Interests in associates il N s 3 179,902
Investment securities BEES 1,220,226
Unallocated corporate assets AOBEEEE 735,932
Consolidated total assets RABEE 3,905,063
Liabilities =
Segment liabilities HEEE 751,524 - - 751,524
Borrowings fER 575,191
Unallocated corporate liabilities ROBELEEE 116,569
Consolidated total liabilities TRBAE 1,443,284
Trading of
computer
related
products Corporate Consolidated
HK$’OOO HK$'000 HK$'000
il
EmE ¥ o)
FAT T T
Other information Hipg s
Capital expenditure BEARAY 11,365 1,872 13,237
Depreciation and amortization EREHE 31,213 2,687 33,900
Impairment loss recognized ERRREERE - 15,676 15,676
Other non-cash expenses HinIBR Mz 29,019 - 29,019
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

5. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Geographical segments

The Group’s trading of computer related products is mainly located in
North America and Europe. The trading of consumer electronic products
is mainly located in North America and the trading of securities is mainly

located in Hong Kong and Taiwan.

The following table provide an analysis of the Group’s sales revenue by

geographical market, irrespective of the origin of the goods/services:

EBREIE (&)

BB ]

REEEKABEMNE HEERIEERBUNET
HEETEMESTERILEET  REFEEE
EREBRALET -

AEEZ HERARE TSR T (FE
B/ RETR)

Sales revenue by
geographical market

2003 2002
HK$’000 HK$'000

i TS HERA
—EE=F —ETF
THERT TAT
Hong Kong B 70,618 85,002
North America = 3,483,037 3,637,034
Europe B 484,362 594,525
Taiwan ag 14,054 19,359
Others Hit 110,733 37,989
4,162,804 4,373,909
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

5. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued) 5. EBRMESE (@)

Wi R (8

DREAERYE  BENREEECRRERZE
BEMBMIEREIIERIFTMT :

Geographical segments (continued)
The following is an analysis of the carrying amount of segment assets,

and additions to property, plant and equipment analyzed by the

geographical area in which the assets are located:

Carrying amount Additions to property,
of segment assets plant and equipment
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$'000

STREEZRAE M3 - MEERREIEE
“EE=F T F “EE=F TR
FTHERx FTHET TR FHET
Hong Kong B5 1,265,517 1,464,279 4,359 4,853
North America % 905,828 698,932 10,843 3,585
Europe BN 184,075 324,513 4,080 3,809
Taiwan a 291,384 1,104,158 124 921
Others Hith 269,756 160,560 41 69
2,916,560 3,752,442 19,447 13,237

Intangible assets of HK$339,855,000 (2002: HK$152,621,000) is excluded REFEAETHERE AL 2% WEEAE

339,855,000/ (ZET=4F : 152,621,000/
) CEREERIARASBEEREEY
DiE-

from the analysis of the carrying amount of segment assets as it is not

practicable to allocate the amount to geographical segments.

6. OTHER OPERATING INCOME 6. HAZEWA

Other operating income included the following items: Hig e W ABHETIIER

2003 2002

HK$’000 HK$'000

—EE=HF ;gg,@

Interest income FEMA 38,646 34,183
Exchange gain BRI 18,974 -
Internet service income B AR A 5,262 8,175
Royalty income EFUA 3,063 4,930
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

7. OTHER OPERATING EXPENSES Htiigepx
2003 2002
HK$’000 HK$'000
—E2R=F —EECF
FTiEx FHET
Net unrealized holding loss on FrsE it E v REREBIFE
other investments 26,482 169,262
Write off of long-term loan and RHEE R EUF S H5H
interest receivable 10,821 -
Impairment loss on property, plant M - #EREEREEE
and equipment 1,305 -
38,608 169,262
8. LOSS FROM OPERATIONS ReEEE
2003 2002
HK$’000 HK$'000
—EE=F —TT-F
FTEx FHT
Loss from operations has been arrived ~ &&EEDIR (GTA)
at after charging (crediting):
Staff costs BTIMRA
(including directors’ emoluments): (BEESHE) -
Salaries and other benefits FeREMEF 151,729 143,021
Retirement benefits scheme RINEFIF B
contributions 3,854 1,179
155,583 144,200
Depreciation and amortization: FERE -
Amortization of intangible assets BV EESH 14,338 14,338
Depreciation and amortization on W - MR RREITE R
property, plant and equipment:
— Owned assets -BEEE 20,816 17,008
— Assets held under finance leases —REREROREZEE 455 2,554
35,609 33,900
Allowance for bad and doubtful debts REIRER 38,963 22,019
Allowance for loans receivable U B R 22,056 6,000
Auditors’ remuneration ZERAN B & 7,003 4,715
Net realized loss (gain) on other HiigE v B EB B
investments (z) 558 83,926 (48,745)
Loss on disposal of property, plant HEYE - Has REEEBE
and equipment 3,373 1,075
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9.

10.

11.

FINANCE COSTS 9. HKER
2003 2002
HK$’000 HK$’000
—BE=F —EECF
FTHET FHET
Interest on borrowings wholly iﬁﬂﬁim%ﬁﬂai
repayable within five years: ZIEEF B
- Bank loans and overdrafts *fEﬁ%‘?ﬂ&ﬁS‘Z 10,458 18,315
— Convertible note — Al R R R - 19,262
- Finance leases — R EFL 244 321
— Other loans —HER 20,360 19,575
Interest on bank loans not wholly ’E)‘Ef‘i‘ii NBEEEZ
repayable within five years IRITENF B 607 671
31,669 58,144

IMPAIRMENT LOSS ON GOODWILL ARISING ON

ACQUISITION OF AN ASSOCIATE

During the year, the directors of the Company reviewed the carrying value
of goodwill arising on acquisition of an associate, which had been debited
to capital reserve in previous years, with reference to the financial
performance and the business operations of this associate. The associate

is mainly engaged in the marketing of electronic products and other

10. WE-EBERAEEZBEZRERBR

FR ARAEESE-RHE
RBEME - maERBE R

Al WBRAR
ARELZHEZR

HE (EREFEERRETIIAER) - 2
DRIEEUFEFERIEMBERB AR - R
BERMTR  ZBERRZREEERTRATR

peripherals. In view of the prevailing market condition, operating results S8 - EHEE104,585,000/8 T 2 R ERIE - I
and the discounted cash flow projections of this associate, an impairment RiFA SR RER
loss of HK$104,585,000 had been identified and recognized in the
consolidated income statement.
NET GAIN ON DISPOSAL OF SUBSIDIARIES AND 1. HEMBARREE A ZWHFE
ASSOCIATES
2003 2002
HK$’000 HK$'000
it 13 “BT-F
T FAT
Gain on disposal of subsidiaries HEMB ARz K 25 -
Gain on partial disposal of shareholding & —FEIFf B 2 7135 (7 B
in a subsidiary 2 W - 73,914
Net loss on deemed partial disposal of 18 & 1 E B2 A7)0 7 A
shareholding in associates ZEEFE - (68,289)
25 5,625
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

12. DIRECTORS’ REMUNERATION 12. ESME

2003 2002
HK$’000 HK$'000
—g¥=F S
Fix FET
Directors’ fees EEX0kn - -

Other emoluments (executive directors)  EibEl4 (#17E=)
Salaries and other benefits e REMET 7,175 1,785

Retirement benefits scheme RINEFIF BN

contributions 378 90
7,553 1,875

Number of directors

2003 2002
EEAH

—BE=F —EECF

The emoluments are within the BEMEn B TR -

following bands:

Nil to HK$ 1,000,000 T2 1,000,00087C 10 9
HK$1,000,001 to HK$1,500,000 1,000,001 7.2 1,500,000/ 70 1 -
HK$1,500,001 to HK$2,000,000 1,500,001 70 22,000,000/ 70 - 1
HK$2,000,001 to HK$2,500,000 2,000,001/ 7c%2,500,0007% 7T 1 -
HK$3,500,001 to HK$4,000,000 3,500,001/ 7% 4,000,000 7T 1 -

No remuneration was paid during the year to non-executive directors or

independent non-executive directors.

During the year, no emoluments were paid by the Group to the five highest

paid individuals (including directors and employees) as an inducement to

join or upon joining the Group or as compensation for loss of office. None

of the directors has waived any emoluments during the year.
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

13. EMPLOYEES’ EMOLUMENTS 13. EEME

The five highest paid individuals included two (2002: one) directors, details INGRSFALEERE (2T -_F: —F) &
= EPISFBE2IREN - B =% (ZFF
ZF HR) BRFATZBEHBENT

of whose emoluments are set out above. The emoluments of the remaining

three (2002: four) individuals are as follows:

2003 2002

HK$’000 HK$’000

—EE=F —ETF

FiERx FET

Salaries and other benefits HeREMmET 8,802 6,492

Performance related incentive

payments HEREBES 1,064 2,520
Retirement benefits scheme RIKEFF IR

contributions 50 152

9,916 9,164

Their emoluments are within the following bands:

"=z MeHATIIES

Number of employees
2003 2002
EBEAZ
—EBE=F —EECF
HK$1,500,001 to HK$2,000,000 1,500,0017& 7T £2,000,000/8 70 - 2
HK$2,000,001 to HK$2,500,000 2,000,001/ 7t £2,500,0007% 7T 1 2
HK$3,500,001 to HK$4,000,000 3,500,001/ 7t £4,000,0007% 7T 2 -
3 4
14. TAXATION 14. 1|
2003 2002
HK$’000 HK$’'000
—EE=F —ETF
TR FHET
The charge comprises: HIBZ M EIE
Profits tax provided for the year REFNEHBE
Hong Kong B 141 631
Overseas isI 31,773 1,855
31,914 2,486
Share of tax on results of associates IS NREE A 3,841 200
35,755 2,686
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14.

15.

16.

SEESF=AS—AUFE

TAXATION (continued)

Hong Kong Profits Tax is calculated at 16% of the estimated assessable

profit for the year.

Taxation arising in other jurisdictions is calculated at the rates prevailing in

the respective jurisdictions.

No provision for Hong Kong Profits Tax or overseas taxation has been
made for the year in respect of certain companies of the Group because
these companies either incurred tax losses for the year or had their
estimated assessable profits for the year wholly absorbed by tax losses

brought forward.

Details of unprovided deferred taxation are set out in note 33.

14.

HE @)

BENSHAF AT ERBO AR E16%:E -

EEMFAEERMELZHRRERRZERER
ZBATHERE

AAKEE TRARNAFEEARBBRIAFE
Z (it FERT AR B Al < MRS B B ATIE K -
WAFE W ERAREE T ATHEREENGEHK
TN IR

ABERIEHIACFE - SIRMEFHEIBE -

DIVIDEND 15. RE
2003 2002
HK$’000 HK$'000
—EE=F —ETF
TER FAET
2001 final dividend of HK6 cents T ERERE BRI
(adjusted for the effect of the consolidation (ERERBRFEREH
of the Company’s shares during the i 2 BELHEE)
year), or a scrip dividend per share AR - 9,647
The 2003 final dividend of HK2 cents per share (2002: nil) has been BRI _TT=FREREEREWN (=
proposed by the directors and is subject to approval by the shareholders TLFF)  AERERERRFEFAE L
in the forthcoming annual general meeting. BEE(EE -
LOSS PER SHARE 16. BREE

The calculation of the basic loss per share is based on the loss for the
year of HK$648,472,000 (2002: HK$102,455,000) and on the weighted
average number of shares in issue during the year of 160,303,174 shares
(2002: 160,525,763 shares after adjusted for the effect of the consolidation

of the Company’s shares during the year as set out in note 27).

The computation of diluted loss per share for the years ended March 31,
2003 and 2002 has not assumed the exercise of the Company’s share
options for the year ended March 31, 2003, and the conversion of the
Company’s outstanding convertible note and the exercise of the Company’s
warrants and share options for the year ended March 31, 2002 because
their exercise or conversion would result in a decrease in loss per share

for the respective years.
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

17. PROPERTY, PLANT AND EQUIPMENT 17. % - B REE
Furniture,
fixtures
Land and Plant and and Motor
buildings machinery Moulds equipment vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR HE - %8
BT BEREN BA &) AE e
FEL TET FEL FHL FEL FHEL
The Group by |
Cost or valuation BAERE
At April 1, 2002 R-ZEE-FMA—H 48,901 43,569 5,160 70,149 8,111 175,890
Currency realignment SNEZHE (55) - 243 2,035 10 2,233
Addtions 47 - - - 18,699 748 19,447
Disposals HE - - (2,432) (6,671) 977) (10,080)
At March 31, 2003 R-BE=f
=ZA=+-H 48,846 43,569 2,971 84,212 7,892 187,490
Comprising: B
At cost RAE 20,639 43,569 2,971 84,212 7,892 159,283
At valuation - 1994 —NNEERE 28,207 - - - - 28,207
48,846 43,569 2,971 84,212 7,892 187,490
Depreciation and FEREHERAEE
amortization and
impairment
At April 1, 2002 R-ZEE-FNA—H 7,228 34,454 3,375 36,277 2,819 84,148
Currency realignment IR (1) - 78 1,439 1 1,517
Provided for the year TEERE 1,090 3,413 1,225 13,742 1,801 21,271
Impairment loss recognized R RT R
in the income statement WEEE 1,305 - - - - 1,305
Eliminated on disposals HE R - - (1,723) (2,920) (220) (4,863)
At March 31, 2003 R-BE=F
=A=1+-H 9,617 317,867 2,955 43,538 4,401 103,378
Net book values REFE
At March 31, 2003 R-BE=%
=A=1+-H 39,229 5,702 16 35,674 3,491 84,112
At March 31, 2002 RZZZT-F
—RA=1+—-H 41,678 9,115 1,785 33,872 5,292 91,742
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

17. PROPERTY, PLANT AND EQUIPMENT (continued) 17. M3 - BERRE (@)

The Group’s land and buildings comprise: REBZ THREFERE
2003 2002
HK$’000 HK$’000
—EE=F ZET-F
FHET FET
Outside Hong Kong: BAUIME -
Under medium-term leases in RREARLME ( [HE] )
other regions of the HiiE
People’s Republic of China (“PRC”) AL 25,978 26,906
Freehold in Taiwan REEZ KA EENME 12,151 12,287
Under a medium-term lease in Macau WV RFS 2 HIFAL 2 1,100 2,485
39,229 41,678

The valuation of land and buildings in 1994 was made by Messrs. American
Appraisal Hong Kong Limited, an independent firm of Chartered Surveyors,

on an open market value basis.

Had the revalued land and buildings been carried at cost less accumulated
depreciation and amortization, their carrying amount would have been
stated at approximately HK$21,862,000 (2002: HK$22,567,000).

Included in the net book value of property, plant and equipment are assets
held under finance leases amounting to approximately HK$2,660,000
(2002: HK$4,358,000).

Subsequent to the balance sheet date, the Group disposed of a property
located in Macau at a consideration of HK$1,100,000. Accordingly,
impairment loss of HK$1,305,000 has been recognized in respect of land

and buildings.

69 WAKMERAR —TT_ZE_TT=FFR

—NNREZ L3 REFHET 8 — BT
BT XEFEERARIZAFMESEETT -

EEfAz I REFERAERZENEREHEA
B HERE(EMEL21,862,0008 7T (ZBB %
22,567,000/7C) °

WE - RERREZEDFEREUREENEE
ZEBE  HEH2,660,0008T (ZET -
4,358,000/87C) ©

WEER% - RERBA1,100,000/8 T2 REBH &R
FORPT 2 W% - Eitt - 2 1E331,305,00078 7,2 i
REFRESS -



Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

18. INTANGIBLE ASSETS

18. EEE

Trademark
Goodwill licenses Total
HK$’'000 HK$’000 HK$’000
(note a) (note b)
[ [EEGEE: ko]
FAT FHT FHT
(Kiita) (Kfatb)
The Group RER
Cost B fE
At April 1, 2002 R-ZEZ-FMNA—H 153,093 91,318 244,411
Additions 15 201,572 - 201,572
At March 31, 2003 R-ZBE=F=A=1+—H 354,665 91,318 445,983
Amortization 5]
At April 1, 2002 RZEE-FMAF—H 76,190 15,600 91,790
Provided for the year REERE 9,772 4,566 14,338
At March 31, 2003 R-ZBE=F=A=1+—-H 85,962 20,166 106,128
Net book values HREFE
At March 31, 2003 R-ZBE=F=A=1+-—H 268,703 71,152 339,855
At March 31, 2002 RZEE-_F=A=1+—H 76,903 75,718 152,621
Notes: et
a. The amount represents the goodwill on the acquisition of the businesses of Memtek a. ZHE AR — NN =F W Tandy Corporation,Z MemtekE

In the opinion of the directors, no impairment loss in respect of the carrying

value of goodwill or trademark licenses is considered necessary.

Products Division of Tandy Corporation and Memorex Computer Supplies in 1993 and
the acquisition of an additional 14.9% interest in Memorex International Inc., a subsidiary

of the Company, during the year.

The goodwill is amortized over an average of seventeen years on a straight line basis.

The amount represents the acquisition of the “Memorex” trademark licenses from b.
Memorex Telex N.V. in 1999. Trademark licenses are amortized over a period of twenty

years on a straight line basis.
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19. INTERESTS IN SUBSIDIARIES

19. HEBQRER

The Company
2003 2002
HK$’000 HK$’'000
PN
—ER=F —ETCF
FERT FET
Unlisted shares JEETRD 118,373 118,373
Amounts due from subsidiaries JE WS B B /A B 0B 5,022,636 4,079,705
5,141,009 4,198,078
Less: Allowance for amounts due B R A R FUREE
from subsidiaries (2,374,810) (1,735,149)
2,766,199 2,462,929
Amounts due to subsidiaries FERTB B A R F0E 877,475 119,559

The carrying value of the unlisted shares is based on the values of the
underlying separable net assets of the subsidiaries when Hanny Magnetics
(B.V.L) Limited (“Hanny BVI”) together with its subsidiaries were acquired
by the Company.

The balances with subsidiaries are unsecured, interest free and have no
fixed terms of repayment. Repayment of the amounts will not be demanded
within one year of the balance sheet date and, accordingly, the amounts

are classified as non-current.

Details of the Company’s principal subsidiaries at March 31, 2003 are set

out in note 42.
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

20. INTERESTS IN ASSOCIATES

20. BEnE &R

The Group
2003 2002
HK$’000 HK$’'000
REH
“EE=F —ET-F
FHET FAT
Share of net assets (liabilities) of [EE TS REE
associates which are: FE (AE)
— listed overseas — LT 184,574 55,607
— unlisted — 3kEm (12,229) (9,752)
Goodwill on acquisition of an associate ~ WE—MHEAREL Y
less amortization (note a) EEREE (fia) 65,520 -
237,865 45,855
Loans to associates less allowance EFHENRETRERS
(note b) (MiFb) 7,651 82,795
Amounts due from associates (note b)  JEWELE R FIFIE (FiFb) 25,846 51,252
271,362 179,902
Market value of listed shares Mk mE 134,561 208,260

Notes:

a.

The goodwill on acquisition of an associate arose on the acquisition of Provisions Suppliers
Corporation Limited during the year amounting to HK$72,132,000. Amortization for the
year amounting to HK$6,612,000 has been charged to the consolidated income

statement.

Loans to associates are unsecured and have no fixed terms of repayment. Other than
an amount of HK$7,516,000 (2002: HK$9,600,000) which bears interest at prevailing
market rates, the remaining amounts are interest free. The amounts due from associates
are unsecured, interest free and have no fixed terms of repayment. In the opinion of the
directors, the balances will not be repayable within one year of the balance sheet date

and, accordingly, the amounts are classified as non-current.

Wi :

WE—REEAREECEE  DEARELREEER
NAIFAEEE 272,132,000/ 7T © AFE 2 856,612,000/
TLERGAIRERR R -

ETHARAERAREN L EETEFEY - K7,516,000
BT ( £ :9,600,00087L) 2 HIBERERTIS
FIRFEMBIN - ERTALE - BB EARFIRRE
B 28 RUEETERY - EEDR - REBRBT
ERBERR - FREE - Bt - ZEHRRIIEER
R -

Details of the Group’s principal associate at March 31, 2003 are set out in

note 42.
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

20. INTERESTS IN ASSOCIATES (continued)

The following details have been extracted from the financial statements of

the Group’s significant associate, Provisions Suppliers Corporation Limited.

Results for the period from May 1, 2002 to March 31, 2003:

20. BERT 2 ER (@)

UTERFRIREREAREERYZ AR LA

EERRBZABEREK

BE-TT_FRA-HE
Hiloa S

“ET=FZA=TA

HK$ 000
TR
Turnover EE 619,467
Loss from ordinary activities before BB RDBREER —REB L
taxation and minority interests B8 (12,432)
Loss from ordinary activities before REE MG 2 BB RO SRR A
taxation and minority interests —REB BB
attributable to the Group (8,413)
Financial position as at March 31, 2003: R-ZZ=F=-F=+—H2HHkR
HK$'000
TR
Non-current assets FRBEE 376,171
Current assets mBEE 513,082
Current liabilities mEAE (191,929)
Non-current liabilities and minority interests ERBDEEROERTEER (124,550)
Net assets BEFE 572,774
Net assets attributable to the Group REEREEETE 157,226
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21. INVESTMENTS IN SECURITIES

21. BHERE

Investment Other
securities investments Total
2003 2002 2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
REES HiiE ek
—EE=fF -TT-F "EE=F C—TT-F BE=F C—TT-F
FET TEL T TET THET TET
The Group b |
Listed securities LmEH
Hong Kong (note a) &% (Wita) 698,407 692,367 108,548 190,258 806,955 882,625
Overseas st - - 984 17,115 984 17,115
Unlisted securities ELmEH
Hong Kong BB - - 6,000 - 6,000 -
Overseas (note b) FN (BEDb) 204,573 527,859 78,388 86,118 282,961 613,977
902,980 1,220,226 193,920 293,491 1,096,900 1,513,717
Market value of listed RalpE:e s Aol |
securities 10,859 23,730 109,532 207,373 120,391 231,108
Carrying amount analyzed REJRAMMELZ
for reporting purposes as: BEED -
Non-current ERE 887,300 1,220,226 330 984 887,630 1,221,210
Current i) 15,680 - 193,590 292,507 209,270 292,507
902,980 1,220,226 193,920 293,491 1,096,900 1,513,717
The Company YN
Listed securities overseas, /5 FES -
at market value ®mE - - 944 1,449 944 1,449
Notes: Bt -

a. The listed investment securities represent a 14.55% (2002: 17.45%) interest in China
Strategic Holdings Limited (“CSHL”") which is incorporated in Hong Kong and its shares
are listed on the Stock Exchange. CSHL and its subsidiaries are principally engaged in
the areas of manufacturing, property development and investment, hotel operation,
construction and related business, provision of package tours, transportation and other
related services.

b. Included in unlisted overseas investment securities is a 8.04% (2002: 16%) interest in
Fu Yang Investment Co., Ltd. (“Fu Yang”). Fu Yang is established in Taiwan on April 21,
2002 by the merger of Indigo Investment Co., Ltd., Solitaire Investment Co., Ltd., Vituoso
Investment Co., Ltd. and Ultima Investment Co., Ltd. Fu Yang is mainly engaged in the
cable broadcasting business in Taiwan.

In the opinion of the directors, the investments in investment securities

are worth at least their carrying values.

a. FTREFHFEBEERPREEAERAR ( [FEKR] ) 2
14.55% (ZEZTF : 17.45%) 4 @ R AREBRM
BRI - TERGDREERAT £ o PRREMBARFEH
FRIE  MEBRRRKRE  BELE  BERABES -
REMRITE - ERREMABRE o

b ELMENREEAREERFRARGARAR (X
1) 2804% (CBE4 : 16%) i - BHAETR
AEROF  BERABRAT  WERAERAAREY
RABRAAANTA-TEFMA—+—BEALH
¥ BEEBEABEFARENRY -

EXRR EREBFZRABRLBSENH
BEE-
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF
22. INVENTORIES 22. 8
The Group
2003 2002
HK$’000 HK$'000
AEE
—EE=F —ETCF
FiEx FAT
Raw materials M 9,459 8,589
Work in progress RS 2,702 2,639
Finished goods UK 493,004 438,095
505,165 449,323

23.

Included above are raw materials of HK$371,000 (2002: nil) and finished
goods of HK$104,422,000 (2002: HK$66,359,000) which are carried at

net realizable value.
TRADE AND OTHER RECEIVABLES
Included within trade and other receivables is a trade debtors balance of

HK$397,764,000 (2002: HK$400,544,000). The Group allows an average

credit period of one to two months to its trade customers.

The following is an aged analysis of trade debtors:

i EERERERMERT1,0008T (ZET &
THIT) MEKM104,422,00087C (Z 2T =
F 1 66,359,00087T) -+ BIRE A IRFETEE o

23. EGREMERFIE
B 5 N EH M REWRUEEE397,764,0008 T (=&
T 1 400,544,000 ) ZEWE SR
% AEEREESRFHOIRE—ZEMEATE

ZIEEH -

FEWE 5 50RREAITINT -

The Group
2003 2002
HK$’000 HK$’000

KEH

—EE=H —ETF
FERT FEIT
Not yet due REIH 354,824 342,876
Overdue within one month BELR—{EA 26,561 32,241
Overdue between one to two months BE—Z2MEA 6,916 13,876
Overdue more than two months BERBMIEA 9,463 11,551
397,764 400,544
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24. TRADE AND OTHER PAYABLES 24, ESREMENTIE

Included within trade and other payables is a trade creditors balance of B 5 L EHM MR R E32,561,0008 T (ZFF

HK$632,561,000 (2002: HK$588,161,000). % :588,161,000/87T) ZENE SHIBLE

The following is an aged analysis of trade creditors: [ENESTERRAITWNT
The Group
2003 2002
HK$’000 HK$'000
rEE

—EE=F —EECF

FiEx FHET

Not yet due REE 319,505 249,365

Overdue within one month B LR —{EA 99,484 46,734

Overdue between one to two months BE—ZE=MEA 35,422 73,392

Overdue more than two months BEREBRE A 178,150 218,670

632,561 588,161
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Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 # %

25. BORROWINGS 25. &K
The Group The Company
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000
KEE KATFE
—BR=F —TT-HF C"BR=F —TT-H
FiEx FAT FTER FHT
Borrowings comprise: EE 2
Bank loans RITEHR 237,468 278,191 - -
Other loans HEiER 180,000 297,000 165,000 226,000
417,468 575,191 165,000 226,000
Analyzed as: A
Secured BER 107,140 127,504 - -
Unsecured ERAE 310,328 447 687 165,000 226,000
417,468 575,191 165,000 226,000
The above amounts bear ERFIBRERITIS
interest at prevailing FEFERES - BAR
market rates and are IATNEHER
repayable as follows:
Within one year or on demand —F NS B S 244,473 566,902 - 226,000
Between one and two years —EWER 165,238 220 165,000 -
Between two and five years ERER 843 781 - -
Over five years BRRF 6,914 7,288 - -
417,468 575,191 165,000 226,000
Amount due within one year FINREBEET
and shown under current W —FRNEH
liabilities R (244,473)  (566,902) - (226,000
Amount due after one year —FEF|H 2 F0B 172,995 8,289 165,000 -
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Notes to the Financial Statements (continued)

For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

26. OBLIGATIONS UNDER FINANCE LEASES

MBHRRMTE @

26. BMEHEQEE

Present value
Minimum of minimum
lease payments lease payments
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’'000
RERLHTR REENGHREE
—EE=f BT —EE=E T CF
BT FHT FEx FHT
The Group REH
Amounts payable under FE M AR
finance leases: B
Within one year —FR 1,181 2,930 1,113 2,851
In the second to fifth year ERFR
inclusive (BRIEEEWE) 1,868 245 1,557 216
Over five years BBRE - 37 - 30
3,049 3,212
Less: Future finance charges B RRREER (379) (115)
Present value of lease obligations RLEERE 2,670 3,097 2,670 3,097
Less: Amount due for settlement B —ERIEEE
within one year (shown 2R (FIR
under current liabilities) MEBEEET) (1,113) (2,851)
Amount due for settlement —FIRFHEE 208
after one year 1,557 246
It is the Group’s policy to lease certain of its fixtures and equipment under BEASE BR  AREAETRERZEDR

finance leases. The average lease term is 2 years. For the year ended
March 31, 2003, the average effective borrowing rate was 12.51%. Interest
rates are fixed at the contract date. All leases are on a fixed repayment
basis and no arrangements have been entered into for contingent rental

payments.

The Group’s obligations under finance leases are secured by the lessors’

charge over the leased assets.
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Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 # %

SEESF=AS—AUFE

27. SHARE CAPITAL 27. B
Number
of shares Value
HK$’000
BB EE =
FHT
Authorized: EERRA
At April 1, 2001 and March 31, 2002 RZEE—FUA—BER=_TZT-F
(HK$0.025 each) =A=+—8 (Z&0.025%7T) 26,000,000,000 650,000
Consolidation of shares of 40 into 1 B 54041 (25,350,000,000) -
Adjustment of nominal value of shares B fn E{E A ZE 64,350,000,000 -
Cancellation of shares B i) (45,000,000,000) (450,000)
At March 31, 2003 (HK$0.01 each) “ET=F=ZR=1+—H
(HXETEO.M BIL) 20,000,000,000 200,000
Issued and fully paid: BT R
At April 1, 2001 (HK$0.025 each) RZZEE—FWA—H (F%0.025%7T) 6,431,180,290 160,780
Issue under scrip dividend scheme AR B 31T 1,372,233 34
Exercise of warrants IR EE 7,000 -
Shares repurchased and cancelled EEAEpN e =) (20,502,000) (513)
At March 31, 2002 (HK$0.025 each) ZEE=F=A=+—H
(leO 0257%7T) 6,412,057,523 160,301
Exercise of warrants IR R 70,595 2
Consolidation and adjustment of BRHEEEHRAR
nominal value of shares (6,251,824,916) (158,700)
At March 31, 2003 (HK$0.01 each) RZZEE=F=RA=+—H
(5R%0.01%7T) 160,303,202 1,603
(a) Pursuant to special resolutions passed in a special general meeting () BEARBRZZTZE=F=RA+EHETZ

of the Company held on March 17, 2003:

(i)  the shares of the Company were consolidated on the basis

that every 40 issued and unissued shares of HK$0.025 each

were consolidated into one share of HK$1.00 each;

(i) the par value of the shares of the Company was reduced from

HK$1.00 per share to HK$0.01 per share by the cancellation of

HK$0.99 paid up on each share;

(i)

the par value of the authorized but unissued shares of the

Company was sub-divided into shares of HK$0.01 each; and

the number of authorized but unissued shares was increased

accordingly; and
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Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

27.

28.

29.

SHARE CAPITAL (continued)

(iv) the authorized share capital of the Company was reduced from
HK$650,000,000 to HK$200,000,000 by the cancellation of
45,000,000,000 shares of HK$0.01 each.

(o) During the year, 70,595 shares in the Company of HK$0.025 each
were issued upon the exercise of 70,595 warrants at a price of
HK$0.36 per share. The shares issued during the year rank pari passu

with the then existing shares in all respects.

WARRANTS

In accordance with the conditions attaching to the warrants of the
Company, each of the warrants confers rights to the registered holder to
subscribe for one new share of the Company in cash at an adjusted
subscription price of HK$0.36 per share, subject to adjustment, at any
time from the date of issue to April 3, 2002 (both days inclusive). On
April 3, 2002, all of the remaining outstanding warrants, which entitled the
registered holders to subscribe for 922,543,833 shares of HK$0.025 each

in the Company, lapsed.

Details of the exercise of the Company’s warrants during the year are set

out in note 27.

RESERVES

The Group
Included in the reserves of the Group are the Group’s share of deficit of
associates which amounted to HK$63,611,000.

The contributed surplus of the Group at April 1, 2002 represented:
()  the credit arising from the transfer of the share premium account of
the Group as at February 20, 1998 to the contributed surplus account

of the Group;

(i)  the credit arising from the reduction of the nominal value of the shares

of the Company in 1999; and

28.

29.
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Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

29. RESERVES (continued)

(i)

as reduced by amounts transferred to the deficit account to eliminate
the deficit of the Group as at January 31, 2000 and January 31,
2001.

During the year, movements in the contributed surplus of the Group

represented:

)

the entire amount of HK$1,974,565,000 standing to the credit of
share premium account of the Group as at February 19, 2003 be
cancelled and such amount be transferred to the contributed surplus
account of the Group; and the credit arising from the reduction of
the nominal value of the shares of the Company from HK$1.00 per
share to HK$0.01 per share by the cancellation of HK$0.99 paid up
on each share pursuant to special resolutions passed at a special
general meeting of the Company on March 17, 2003.

Details of the cancellation of the share premium account and the
reduction of the nominal value of the shares are set out in the circular
of the Company dated February 21, 2003; and

as reduced by an amount of HK$460,000,000 transferred to the
deficit account to eliminate the accumulated losses of the Company
as at March 20, 2003 pursuant to a resolution passed at a meeting
of the directors of the Company on March 20, 2003.

29. fi#fE (@)

(i)

R

(i)

BEBREBMR R - NWEHARFD
AR _ZZEE-R=T-AR_ZZT—F
—RA=t—HZEA -

AEBZEHBHREH T

BEARRIR-_EE=FZF+tASRTZ
BEREHNAE LBBZEIRER - BRZ
ZZ=FZA+NBIRAROEERER 2
1,974,565,0007%8 T & B HGTIH R MRS S
BERAASEZERBRERN  RERS
ARFEEH0. 00 B TT 2 B IRA - AR R 2R
HEESSRT.00BTARZEFR0.01ET
MEE#ER o

AERMRERREIBRNEBEFE &
RARBIR-_EZ=F_A-+—HFI%Z

BEARAR-ZE=F=-A-THEICE
FeR DRBCARE  RABRAEARA
2460,000,000/87C * MWEHEARRN-TE
“EZA-t+HZZERE-

Capital Retained
Share Contributed redemption profits
premium surplus reserve (deficit) Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
&K REEF
RPEE EXRL e (E54t) wE
THET FAL FHET THET FAL
The Company KAT
At April 1, 2001 RZTZE-FMHA—H 1,975,353 437 592 32,131 2,008,513
Premium arising from issue of shares BORGIAEEZRE 109 - - - 109
Repurchase of shares LRI (920) - - - (920)
Loss for the year AEEER - - - (42,5593 (42,559)
Dividend paid BERE - - - (0,647) (0,647)
At March 31, 2002 RZTE-F
=A=+—H 1,974,542 437 592 (20,069) 1,955,502
Premium arising from issue of shares BORGIAEEZRE 23 - - - 23
Transfer from share premium to HRDEESRT
contributed surplus EHRH (1,974,565) 1,974,565 - - -
Transfer from contriouted surplus to deficit  # B2 grigas B4t - (460,000) - 460,000 -
Reduction of nominal value of shares BIRR D EE - 158,700 - - 158,700
Loss for the year AEEERE - - - (414,040) (414,040)
At March 31, 2003 R-ZE=F
=A=t-H - 1,673,702 592 25,891 1,700,185
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

29. RESERVES (continued) 29

The contributed surplus of the Company at April 1, 2002 represented:

(i)  the difference between the consolidated shareholders’ funds of Hanny
BVI at the date on which its shares were acquired by the Company,
and the nominal amount of the Company’s shares issued as
consideration for the acquisition;

(i)  the credit arising from the transfer of the share premium account of
the Company as at February 20, 1998 to the contributed surplus
account of the Company;

(i) the credit arising from the reduction of the nominal value of the shares
of the Company in 1999; and

(iv) asreduced by amounts transferred to the deficit account to eliminate
the deficit of the Company as at January 31, 2000 and January 31,
2001.

During the year, movements in the contributed surplus of the Company
represents:

()  the entire amount of HK$1,974,565,000 standing to the credit of
share premium account of the Company as at February 19, 2003 be
cancelled and such amount be transferred to the contributed surplus
account of the Company; and the credit arising from the reduction
of the nominal value of the shares of the company from HK$1.00 per
share to HK$0.01 per share by the cancellation of HK$0.99 paid up
on each share pursuant to special resolutions passed at a special
general meeting of the Company on March 17, 2003; and

(i) as reduced by an amount of HK$460,000,000 transferred to the
deficit account to eliminate the accumulated losses of the Company
as at March 20, 2003 pursuant to a resolution passed at a meeting
of the directors of the Company on March 20, 2003.
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Notes to the Financial Statements (continued)
For the year ended March 31, 2003 # %

29.

30.

SEESF=AS—AUFE

RESERVES (continued)

Under the Companies Act of 1981 of Bermuda (as amended), the
contributed surplus of the Company is available for distribution to
shareholders. However, the Company cannot declare or pay a dividend,
or make a distribution out of contributed surplus, if:

1. itis, or would after the payment be, unable to pay its liabilities as
they become due; or

2. the realizable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share

premium account.

In the opinion of the directors, the Company’s reserves available for
distribution to its shareholders as at March 31, 2003 comprised its
contributed surplus and retained profits amounting to HK$1,673,702,000
and HK$25,891,000 respectively. The Company had no reserves available
for distribution to its shareholders as at March 31, 2002.

AMOUNT DUE TO A MINORITY SHAREHOLDER

The amount is unsecured, interest free and has no fixed terms of
repayment. Repayment of the amount will not be demanded within one
year of the balance sheet date and, accordingly, the amount is classified

as non-current.
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29. fi#fE (@)

KERRE-NN—FREE (BIEFT) » KARF]
ZESBBAHDRTEBR o HiHELRUTE
N ARB MU BR BT IRSORER S HEH
DK

1. BRSGMERIREETREREBER &

2. HBEEZAZAEEEALEREGEHRE
BT (B AR < 4R -

EERA W-TT=F=A=1t—H0 A2

HARE TR EEREARRRIREEFER -
5 51%1,673,702,0007% 7T 225,891,000 7T ° =
TT-F- A+ HARRERBIESE
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

31. DISPOSAL OF SUBSIDIARIES 31. HEKBLE
2003 2002
HK$’000 HK$’'000
—EE=F —EECF
FHET FAT
Net assets disposed of HEEEFE
Trade receivables FEWE S 5008 15,000 -
Bank balance RITER 2 -
Taxation B (13,027) -
1,975 -
Gain on disposal of subsidiaries HERB ARz & 25 -
Cash consideration HeRE 2,000 -
Net cash inflow arising on disposal HEMBARIEEZ
of subsidiaries: HemeEF58
Cash consideration HeRE 2,000 -
Bank balance disposed of HERITERT 2 -
1,998 -

The subsidiaries disposed of during the year did not contribute significantly

to the turnover and the results of the Group. The cash flow contributed or

utilized by the subsidiaries disposed of during the year was not significant.
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

32. MAJOR NON-CASH TRANSACTIONS 32. FEFRERS
(a) During the year, the Group entered into finance lease arrangement (@ FR- AEEEFIME  BREREERE
in respect of property, plant and equipment with a capital value at HOZH RIVYHENSE2ERE
the inception of the leases HK$2,990,000 (2002: nil). £2,990,00087 (ZTF=F : THL) -
(o) During the year, the Group acquired additional shareholding in a (o) FA - NEBURE—EHE AR 2B
subsidiary for a consideration of HK$278,320,000 which was set off by R - R{EA278,320,0004 7T + AR
the assignments of short-term loans receivable of HK$260,578,000. HIE30260,578,000 32 15 ° 17,742,000/
The remaining consideration of HK$17,742,000 was unsettled as at TZREHFIN_TE=F=A=+—H0EH
March 31, 2003. RIEE °
33. UNPROVIDED DEFERRED TAXATION 33. REBBIELRIE
At the balance sheet date, the major components of the potential deferred REER - WAER (B 2BTELEHBEE
tax asset (liability) not recognized (provided) are as follows: (BE) 2EZHEKEAWT :
The Group The Company
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000
rEE b N
ZEE=F —TTCF —ZT=F —TTF
TERT FHET T FAT
Tax effect of timing differences EA TS IBMEERER
attributable to: Dby Anwa=7 - &
Unutilized tax losses REAREEE 61,059 89,513 7,056 10,198
Difference between tax BEEBRNEZZE
allowances and depreciation (10,976) (10,995) - -
50,083 78,518 7,056 10,198
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

33. UNPROVIDED DEFERRED TAXATION (continued) 33. kEMEREIEFIE (&)
The amount of the potential deferred tax (charge) credit for the year is as NEEBSERES Y BEELRE () Em
follows: LE (N
The Group The Company
2003 2002 2003 2002
HK$’000 HK$ 000 HK$’000 HK$'000
FEE b N
—BEZF —TT_F “ET=F e Sk 3
FTHET FHET TET FAT
Tax effect of timing differences A5 BMEERER
attributable to: Mg Lo E
Tax loss (utilized) arising BigEE (BA) BE (28,454) 14,335 (3,142) 2,075
Difference between tax BB EERTE =5
allowances and depreciation 19 169 - -
(28,435) 14,504 (3,142) 2,075
The net potential deferred tax asset attributable to trading activities has RN REH BN R FREE G ER R 2R
not been recognized in the financial statements as it is not certain that the B - AUESEBEG OETRERBEEFE
net deferred tax benefit will crystallize in the foreseeable future. WAL B IR PR o
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

34. CONTINGENT LIABILITIES 34. FREE
The Group The Company
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$'000
TEE KA
—22=§ 2T -F CZBRZH§ T -H
FTiER FAET TEr FHET
Amounts utilized in respect of F TN ARz BE MR
guarantees given to banks R E A TSRS
and other financial institutions REZER
for facilities granted to: EBACERE
subsidiaries HIB AR - - 164,369 136,788
an investee company —fERE LR - 9,366 - 9,366
an outsider SNEAL AT 11,674 - 11,674 -
Amounts utilized in respect of H—EHBAR ALY
guarantees given to banks i RTT R E I B
and other financial institutions REZER
for leasing of a subsidiary EBRZEE - - - 2,750
11,674 9,366 176,043 148,904
At March 31, 2002, certain of the margin clients’ securities with an :23 F=ZRA=+—H  AFE—HHBEAFR

aggregate market value of HK$516,779,000 were pledged to a bank to
secure general banking facilities for a subsidiary.
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

35. CAPITAL COMMITMENTS 35. EREH
The Group
2003 2002
HK$’000 HK$'000
AEE
ZERZF —ETF
TR FHET
Capital expenditure contracted for IR B AT 4 A
but not provided in the financial TR BHmE LEREE L
statements in respect of the BARMREY
acquisition of:
An associate =N - 219,732
Property, plant and equipment ME - B REE - 83
- 219,815
The Company had no significant capital commitments at the balance sheet ARRREEBMEER BANEG -
date.
36. OPERATING LEASE COMMITMENTS 36. EEHENAE
The Group as lessee REBEAEEA
The Group
2003 2002
HK$’000 HK$’000
A EE
ZERZF —ETF
TR FHET
Minimum lease payments paid under FR - REEERD
operating leases during the year: %tz &EHES
Land and buildings THIRIETF 24,209 25,452
Others Hit 2,959 215
27,168 25,667
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

36. OPERATING LEASE COMMITMENTS (continued)

The Group as lessee (continued)
At the balance sheet date, the Group had commitments for future minimum REEH
lease payments under non-cancellable operating leases which fall due

as follows:

36. EEMPNEE (&)

FEBEREEA (8)
CAKEREETRENARE 2EE
K2AGE  ZERRRERONHZABHALNT -

2003 2002

Land and Land and
buildings Others buildings Others
HK$’000 HK$’000 HK$’000 HK$'000

—EBB=F —ETF
T REF Hitt LT RIEF Hith
FTiER TET FAET FAET
Operating leases which expire: BEMAZERFEA
Within one year —FR 19,403 2,594 9,320 2,386
In the second to fifth year F_EZFAF

inclusive (HEMEREEN) 50,733 3,018 24,297 3,722
Over five years RENUE 34,437 - 62,490 -
104,573 5,612 96,107 6,108

Leases are negotiated for the range of one to ten years and rentals are

fixed over the terms of the leases.

The Company had no operating lease commitments at the balance

sheet date.

The Group as lessor
Property rental income earned during the year was HK$4,754,000
(2002: HK$4,536,000). Certain of the properties held have committed

tenants for the next eleven years.

At the balance sheet date, the Group had contracted with tenants for the

following future minimum lease payments:

BAR—FE+FNEERE R MESEROHR

ARBNBERY BEMEERAE -

KAEBEREEA

FR - MERSWARL,754,0008 T (ZTZ=
1 4,53600087C) © FHEZETYEERNTIE
PR —FRER -

REEH  ARECEBPITIU T RREER
KIRTR -

2003 2002

HK$’000 HK$'000

—g¥=F S

FExT FHEL

Within one year —FR 2,662 2,361
In the second to fifth year inclusive FE_EFERF (EEMFEIBEA) 9,780 9,446
Over five years HENUE 12,057 14,168
24,499 25,975
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

37. SHARE OPTIONS SCHEMES 37. BRETE

The Company'’s share option scheme was adopted on August 21, 2001
(the “2001 Share Option Scheme”) for the primary purpose of providing
incentives to the employees of the Group and will expire on August 20,
2011. Under the 2001 Share Option Scheme, the board of directors of
the Company may grant options to eligible employees including the
directors (but excluding independent non-executive directors) of the
Company and the directors of any of the subsidiaries of the Company to

subscribe for shares in the Company.

Pursuant to a resolution passed at a special general meeting of the
Company on March 17, 2003, the Company has terminated the 2001
Share Option Scheme and adopted a new share option scheme (the “2003
Share Option Scheme”). Under the 2003 Share Option Scheme, the board
of directors of the Company may grant options to directors and employees
of the Group and any advisors, consultants, distributors, contractors,
suppliers, agents, customers, business partners, joint venture business
partners, promoters and service providers of any members of the Group
who the board of directors considers have contributed or will contribute
or can contribute to the Group. The purpose of the Scheme is to provide
participants with the opportunity to acquire proprietary interests in the
Group and to encourage participants to work towards enhancing the value
of the Group and its shares for the benefits of the Group and its

shareholders as a whole.

The maximum number of shares in respect of which options may be
granted under the 2003 Share Option Scheme shall not exceed 10% of
the issued share capital of the Company on the date of approval and

adoption of the Scheme.

At March 31, 2003, the number of shares in respect of which options had
been granted and remained outstanding under the 2001 Share Option
Scheme was 16,000,000 (2002: 16,000,000 after adjusted for the effect
of the consolidation of the Company’s shares), representing 9.98% (2002:
9.98% after adjusted for the effect of the consolidation of the Company’s
shares) of the shares of the Company in issue at that date. The number of
shares in respect of which options may be granted to any individual in any
one year is not permitted to exceed 1 percent of the shares of the Company
in issue at any point in time, without prior approval from the Company’s

shareholders. Options granted to substantial shareholders or independent
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Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

37. SHARE OPTIONS SCHEMES (continued) 37. BRETE @)

non-executive directors in excess of 0.1 percent of the Company’s share HTBEERH 7 BRENRBARTIIRAZ0.1%
capital or with a value in excess of HK$5 million must be approved in o H (B (iB385,000,000/ 7T « TVERERAFIRE
advance by the Company’s shareholders. TELAE o

Options granted must be taken up within 28 days from the date of grant, ALY AR AR - EY NS HERE
upon payment of HK$1 per option. Options may be exercised at any time 1ETYREMER - BIRETEZEAEEHE &
from the date on which the option is accepted to the tenth anniversary of BB OERBEETE - (TEEHRAATE
the date of grant. The exercise price is determined by the directors of the HET  BAEERTI=EhrE85E  AQF]
Company, and will not be less than the higher of the closing price of the MRS BB W E R RS B R
Company shares on the date of grant or the average closing price of the FEYEA 2 FHRTE: RARTRGEE o

shares for the five business days immediately preceding the date of grant
or the nominal value of the share of the Company.

The following tables disclose details of the Company’s share options TEREERNARRES (BEES) BERE-
granted under 2001 Share Option Scheme held by employees (including T —ERRE 2R 2 AN R IR IERE

directors) of the Company on such holdings during the year:

Number of share options
Adjustment
due to
consolidation of Outstanding
Exercise Outstanding the Company’s at
Date of grant Exercisable period price at 4.1.2002 shares 3.31.2003
HK$
(note b)
BREZE
N-BEZF R-ZE=F
mA—AH AAR ARG =A=+-H
REAH T8 e e RATEE EOMAR 8 RATEE
BT
(Fiztp)
Directors: (note a)
B (Wia)
8.31.2001 8.31.2001 to 8.30.2006 2.9888 460,000,000 (448,500,000) 11,500,000
—ET—F —ZTLE—f)\A=+—H%
NA=+—H —EERE/\A=+H
Employees:
E&:
8.31.2001 8.31.2001 to 8.30.2006 2.9888 180,000,000 (175,500,000) 4,500,000
—ET—F —ZTLT-F)\A=+—H%
NA=+—H —EERE/\A=+H

640,000,000 (624,000,000) 16,000,000
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

37. SHARE OPTIONS SCHEMES (continued)

Notes:

a.

An employee who held 70,000,000 share options as at April 1, 2002 has been appointed
as a director of the Company during the year.

37. BREE (@)

it :

a. —ZRZFFFMA—HFE70,000,000( FERE &
SERNFRERERARAES -

b. The exercise price of the share options was adjusted from HK$0.07472 to HK$2.9888 b. AARRBIREREHHE (FESRMEEE) - Bk
after the consolidation of the Company’s shares during the year as set out in note 27. T2 1TFET H0.07472/8 L% £2.9888/ T
Number of share options
Outstanding Granted Expired Outstanding
Exercise at during during at
Date of grant Exercisable period price 4.1.2001 the year the year 3.31.2002
HKS
BREHA
R-BE-F R-BE=F
mA—H =B=t+-H
BHAH 1155 TEE i RATHE FRRE FREH e RATHE
BT
Directors:
Bz
1.27.2000 1.27.2000 - 11.27.2001 0.70900 178,500,000 - (178,500,000) -
ZETTF e =k
—A=++H ZET—Ft—AZt+tH
8.14.2000 8.14.2000 - 11.27.2001 0.26800 72,000,000 - (72,000,000) -
ZETTF “TTTE/\ATEBEZE
NA+TmA ZETFt—AZttA
8.31.2001 8.31.2001 - 8.30.2006 0.07472 - 390,000,000 - 390,000,000
ZET-F 2T \A=T—HZE
NA=+—H ZEENFENA=TH
250,500,000 390,000,000 (250,500,000) 390,000,000
Employees:
E5:
1.27.2000 1.27.2000 - 11.27.2001 0.70900 40,500,000 - (40,500,000) -
“TTETF “TTTF-A-ttHE
—A=++H “EE-+-AZT+H
8.14.2000 8.14.2000 - 11.27.2001 0.26800 55,500,000 - (55,500,000) -
“TTETF “TTTE/\ATmAEE
NA+mA ZEE-+—-AZt+H
8.31.2001 8.31.2001 - 8.30.2006 0.07472 - 250,000,000 - 250,000,000
—TT-F “EE-F\A=+—-HE
NA=+—H ZEERFENAZTH
96,000,000 250,000,000 (96,000,000) 250,000,000
346,500,000 640,000,000 (346,500,000) 640,000,000
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

37.

38.

39.

SHARE OPTIONS SCHEMES (continued)

No options has been granted or agreed to be granted under the 2003
Share Option Scheme since its adoption.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund (“MPF”) scheme for
qualifying employees of the Company and its subsidiaries in Hong Kong.
The assets of the MPF scheme are held separately from those of the
Group, in funds under the control of trustees. The Group contributes 5%
of relevant payroll costs to the scheme, which contribution is matched by
employees.

The Group also operates various retirement benefit schemes for qualifying
employees of its overseas subsidiaries, including subsidiaries in the United
Kingdom, United States of America and Singapore. The assets of the
retirement benefit schemes are held separately from those of the Group,
in funds under control of trustees. The Group contributes 4% to 10% of
the relevant payroll costs to the schemes, which contribution is matched
by employees.

The Group’s employees who are employed by subsidiaries in the PRC are
members of the state-managed retirement benefit scheme operated by
the PRC government. These subsidiaries are required to contribute a
certain percentage of their payroll to the retirement benefit scheme to
fund the benefits. The only obligation of the Group with respect to the
retirement benefit scheme is to make the specified contributions.

PLEDGE OF ASSETS

At the balance sheet date, the following assets were pledged by the Group

and the Company to secure banking and other financing facilities:

37.

38.

39.

BRETE @

“RT-FRRE S B R ER B EAE
R EARERE -

RAERIEE

AEERARERATEMBAR A EREEK
RS ( [REE] ) 58 - GRS
BEAGRAZHNTEAREZESNRARE - &
KERBMIENAZ5%MZA B - EESZ
AR -

AEETREBIINNBAR (BEARER - EF
BEFERIINE 2 HBRR]) 26 EKRERET
BRRARENF R - RNENFBIEERERARL
I NRARB Lz ESDHRE - AREREHETE
A Z4EN0%AZFrT IR - BER 2 H5E
1R -

RENTEZME AR ZREEIEE A BEBHAT
BT ERERREENE - ZAEMBRFER
TEETANLERZRINGERN B2 K - K&
BHZRINERE B 2 AR AELEEZHK -

EERMA

REHEE  REBRARRE THEEERRITR
HiomEREEZER -

The Group The Company
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000

REME KAF

—BE=F —ETF —EE=F —ETF
FBx FET FExT FEL
Trade and other receivables B 5 R E M EKGIE 174,431 153,094 - -
Listed securities of an associate ~ —MHt& AT 2 FHES 59,148 - - -
Inventories FE 39,162 33,254 - -
Land and buildings T RIEF 30,818 26,560 - -
Bank deposits RITER 19,226 91,800 - -
Investments in securities BHEKE 944 1,449 944 1,449
323,729 306,157 944 1,449
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

40. POST BALANCE SHEET EVENT 40. #HERKSBHE

On July 8, 2003, the respective boards of directors of the Company and
Paul Y. — ITC Construction Holdings Limited announced that their
respective subsidiaries (the “Offerors”), through Kingsway SW Securities
Limited (“Kingsway”), will make a voluntary conditional cash offer (the
“Offer”) at the price of HK$0.10 for each share of CSHL and HK$0.001 for
each warrant of CSHL respectively, other than those shares and warrants
of CSHL presently owned by the Offerors and parties acting in concert
with the Offerors, and to cancel all outstanding share options of CSHL

at HK$0.001 per share option.

Shares and warrants of CSHL to be acquired by Kingsway, on behalf of
the Offerors, during the Offer will be distributed to the Offerors in equal
proportion. The Offer is conditional upon the Offerors having received
acceptances in respect of voting rights attached to shares of CSHL which,
together with any voting rights acquired or agreed to be acquired before
or during the Offer, will result in the Offerors and any parties acting in
concert with them in aggregate holding more than 50% of the voting rights
attaching to the shares of CSHL.

After the purchase on July 9, 2003, the Offerors and their concert parties
are interested in 291,675,000 shares of CSHL, representing approximately
35.16% of the issued share capital of CSHL, thus triggering a mandatory
offer during the offer period of a voluntary offer under Rule 26 of The Hong

Kong Code on Takeovers and Mergers.

The Offerors have notified CSHL that, to make the offer price for each
share of CSHL under the Offer more attractive to the shareholders of
CSHL, the offer price for each share of CSHL under the Offer is to be
increased from HK$0.10 to HK$0.139, representing an increase of 39%.
The Offer will be adjusted accordingly. Save for the above, no other

changes to the Offer are currently being made.

The transactions have not yet been completed at the date of this report.
Details of these transactions are set out in the announcements of the
Company published on July 9, 2003 and July 22, 2008.
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Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

41. TRANSACTIONS AND BALANCES WITH RELATED 41.
PARTIES

HEBEATETRERIF AR

AEBERFRNETIBREALETZEAZ S
AEEARSEERERSTALMEZEHIT -

During the year, the Group had significant transactions with the following
related parties, together with balances with them as at the balance sheet

date, details of which are as follows:

2003 2002
HK$’000 HK$ 000
—EE=F —TT_F
TERT FAET
Substantial shareholder and FERRRABEAL
its associates:
Interest paid and payable by the Group —~ AR&EES R ER 2 58
(note a) (Kteta) 9,857 28,485
Interest received and receivable by REBBEY R EY 2 FE
the Group (note a) (Kteta) 4,789 -
Acquisition of property, plant and WM - SRR
equipment (note d) (KtsF d) 3,000 -
Management fee income (note d) EERBWA (KiFd) 5,256 -
Loans advanced to the Group FARMAEERET 2 ER
during the year (note a) (Ktita) 172,000 124,000
Loans advanced by the Group FRHARERS 2 EHN
during the year (note a) (Ktita) 224,875 -
Balances due by the Group at end of MERR RS ERTR 2 F0E
the year (note a) (Ktita) 168,339 59,436
Balances due to the Group at end of RELRBAREEEY 2 R
the year (note a) (Ktita) 71,793 -
Associates: A YNSE
Purchase of finished goods (note b) BEHRm (HFb) 76,894 662,771
Sales of finished goods (note b) HEHKm (HFb) 3,566 -
Interest received and receivable by REBEE MR ERFE
the Group (note a) (Ktita) 639 2,540
Rental expenses (note c¢) MEBR (Kdc) 2,524 4,481
Management fee income (note d) ERBRA (FiFd) 9,336 -
Loans advanced by the Group FREARERS 2 EHX
during the year (note a) (Ktita) 6,400 31,005
Trade payable due by the Group REERFREPRZ
at end of the year BB SRIE - 45,910

Details of balances with associates at the balance sheet date are set out REE BB E QR 2 EHF BN 20 -

in note 20.
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

41. TRANSACTIONS AND BALANCES WITH RELATED 41.

PARTIES (continued)

Notes:

a. The loans advanced to/by and the balances due by/to the Group are unsecured, bear
interest at prevailing market rates and repayable in accordance with the respective loan
agreements, if any.

b. The transactions were carried out at cost plus a percentage profit mark-up.

C. The transactions were carried out at terms by reference to market prices of similar
transactions.

d. The transactions were determined based on terms mutually agreed by the parties
concerned.

In addition, certain of banking and other facilities of the Group were secured
by personal guarantee from a director of the Company, to the extent of
HK$6,306,000 (2002: nil).

Save as disclosed above, there were no other significant transactions

with related parties during the year or significant balances with them at

the balance sheet date.
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Notes to the Financial Statements (continued) BI IR R M @)

For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

42. PARTICULARS OF PRINCIPAL SUBSIDIARIES AND
AN ASSOCIATE

42. TEMBARAR—BBELT2FE

Details of the Company’s principal subsidiaries at March 31, 2003 are as ARAIEFEMBARIN-_ZZ=F=A=1—H

follows:

BT

Issued and
Place of fully paid Proportion
incorporation share capital of equity
or registration/ or contributed interest held
Name of subsidiary operation capital by the Company Principal activities
%
FMRILHERL, ERTRER RATEL
MEBAREE EEE AR EHER AR ZR Ee i TEEK
%
Cyber Business Network Singapore S$4,444,445 54 Development of
(Singapore) Pte Ltd information technology and
e-business consulting
Cyber Business Network s 4,444 4453 T 54 HEEANERET
(Singapore) Pte Ltd BEERRS
Hanny Magnetics The British Virgin HK$40,000,000 100 Investment holding
(B.V.L.) Limited Islands (“B.V.l.") ordinary shares
HK$8,000,000
preference shares
Hanny Magnetics RERZHE 40,000,000787T 100 REER
(B.V.1) Limited Likin
8,000,000/ 7T
BER
Hanny Magnetics Limited Hong Kong HK$1,100,000,200 100 Investment holding and
ordinary shares trading in and marketing
HK$6,000,000 of computer media
5% non-voting products and related
deferred shares peripherals and
(note a) accessories
BEUABE AR B 1,100,000,200% L E @A 5 100 REZRREER
6,000,000 7T EHERRRERR
5% MITEE BRBEER R
BRI
(Mrita)
Hanny Magnetics (Zhuhai) PRC HK$686,072,148 100 Manufacturing of
Limited (note b) magnetic media products
B2 (%8) o 686,072,148 7T 100 FEMRERER
BRAR (Hb)
Memorex Products United Kingdom GBP2 67.08 Trading in and distribution of
Europe Limited computer media products
and audio and
video products
Memorex Products HE 288 67.08 BERDHEM

Europe Limited

BREERLFSEM
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For the year ended March 31, 2003 B2 —ZFZF=4¢=FA=+—HIFEF

42. PARTICULARS OF PRINCIPAL SUBSIDIARIES AND
AN ASSOCIATE (continued)

42. TEMBARAR-BRED T Z#E @)

Issued and
Place of fully paid Proportion
incorporation share capital of equity
or registration/ or contributed interest held
Name of subsidiary operation capital by the Company Principal activities
%
Bl AVAE K=oy EETRER RATE
MEBAREE EEME BRAREHER R A 2k L 51 TEER
%

Memorex Canada Ltd. Canada CAD2 67.08 Trading in and distribution of
computer media
products and audio
and video products

Memorex Canada Ltd. mER 2 67.08 BEERDHEEM
ERERRYEER

Memorex International Inc. B.V.I/ US$1,000,000 67.08 Investment holding

United States and holding of
of America trademarks licenses
(‘US.AY)
Memorex International Inc. KBRS/ 1,000,000 7T 67.08 REERKSE TR &
EHEAFE
([==E])

Memorex Products, Inc. USA. US$79,001,000 67.08 Trading in and distribution of
computer media
products and audio
and video products

Memorex Products, Inc. xH 79,001,000% T 67.08 BERDHEM
ERERRYEER

Rich Life Holdings Singapore S$2 100 Investment holding

Pte Limited
Rich Life Holdings BN 27T 100 REER
Pte Limited
Well Orient Limited Hong Kong HK$2 100 Investment holding
BiRERAT 9 2% 100 REEKR
Notes: Kzt -

a. The holders of the 5% non-voting deferred shares are not entitled to receive notice of or
to attend or vote at any general meeting of the company. The non-voting deferred
shares practically carry no rights to dividends or to participate in any distribution on

winding up.

b. The company is registered in the form of wholly-owned foreign investment enterprise.

The Company directly holds the interest in Hanny BV, all other interests

above are indirectly held by the Company.

a.  SWREEFERERN A ABERRZARERERA
BZREIHRARINEG LER -

ENAEIENEREE LT FRHESEASR -

b.  HARMSMESALERRER -

ARFEEFAHanny BVIZ #s

" DIPTE A AE

BEBEFREEERSE -
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For the year ended March 31, 2003 B#Z —ZFZE=4¢=F=+—HIFEF

42. PARTICULARS OF PRINCIPAL SUBSIDIARIES AND 42.
AN ASSOCIATE (continued)

None of the subsidiaries had any debt securities outstanding at the end of

the year or at any time during the year.

IEMBLAAR—BBREQRZFHE @)

WA A AR S S PR - BRI
REREES -

Details of the Group’s principal associate which was held indirectly by the AEEZF2HE AR (AARARERE) R
Company at March 31, 2003 are as follows: TL=F-A=+—HZFBEOT
Proportion
Place of of equity interest
incorporation/ attributable
Name of associate operation to the Group Principal activity
%
FEBEN
BENT AR AR, EE it 2 A 25 L 51 TEEK
%
Provisions Suppliers Corporation  Singapore 27.45 Supply of household
Limited consumer products
LB EBERAR 3K 27.45 HEZAEBER

The above tables list the subsidiaries and an associate of the Group which,
in the opinion of the directors, principally affected the results of the
Group for the year or formed a substantial portion of the net assets of the
Group at the end of the year. To give details of other subsidiaries and
associates would, in the opinion of the directors, result in particulars of

excessive length.
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