NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st March, 2003

RATE R bR

1. GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability. The shares of the Company 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 are set out in note 47.

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS

In preparing the financial statements, the directors of the
Company have given careful consideration to the future liquidity
of the Group in light of its net current liabilities of approximately
HK$57 million and deficiency in shareholders’ funds of
approximately HK$375 million as at 31st March, 2003.

An conditional agreement (the ‘‘Agreement’”) for the proposed
financial restructuring of the Group was entered into on 15th
July, 2003 with Chinese Estates Holdings Limited (‘‘Chinese
Estates’’) and its wholly-owned subsidiary, Million Point
Limited (‘‘Million Point’”), whereby, Chinese Estates would
become the controlling shareholder of the Group. Further details
of the Agreement are disclosed in note 50(b). The proposed
financial restructuring involves a capital reduction of HK$12.5
million, the injection by Million Point of new equity of HK$18.0
million in the form of cash, and arrangement with the Group’s
creditors resulting in a reduction in the Group’s indebtedness by
approximately HK$498 million.

The Agreement with Chinese Estates and Million Point is,
however, conditional upon scheme of arrangement for the
restructuring of the Company’s indebtedness being accepted by
the majority of each class of the Company’s creditors. The
Agreement is also conditional upon the relevant approvals being
obtained from the High Court of Hong Kong, the Supreme Court
of Bermuda, the Hong Kong regulatory authorities, including the
Stock Exchange and the Securities and Futures Commission, and
from the shareholders.

The financial statements have been prepared on a going concern
basis on the basis that the proposed financial restructuring will be
successfully completed, and that, following the financial
restructuring the Group will continue in operational existence
and will have sufficient working capital to meet in full its
financial obligations as they fall due for the foreseeable future.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31st March, 2003
R T5 S bfaE

BE-LXX=F=ZA=Z+—8BLFE

3. ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE

In the current year, the Group adopted, for the first time, a
number of new and revised Statements of Standard Accounting
Practice (‘‘SSAP(s)’’) 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 statements
and the statement of changes in equity but has had no material
effect on the results of the Group for the current or prior
accounting periods. Accordingly, no prior period adjustment has
been required.

Foreign currencies

The revisions to SSAP 11 “‘Foreign Currency Translation’’ have
eliminated the choice of translating the income statements of
overseas subsidiaries and associates at the closing rate for the
year, 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

In the current year, the Group adopted SSAP 15 (Revised) ‘“Cash
Flow Statements’’. Under SSAP 15 (Revised), cash flows are
classified under three headings — operating, investing and
financing, rather than the previous five headings. Interest and
dividends, which were previously presented under a separate
heading, are classified as operating, investing or financing cash
flows. Cash flows arising from taxes on income are classified as
operating activities, unless they can be separately identified with
investing or financing activities.
subsidiaries 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.

Cash flows of overseas

Employee benefits

In the current year, the Group adopted SSAP 34 ‘‘Employee
Benefits’’, which introduces measurement rules for employee
benefits, including retirement benefit plans. Because the
Group’s participates only in defined contribution retirement
benefit schemes, the adoption of SSAP 34 has not had any
material impact on the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st March, 2003
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4. 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 31st
March each year.

The results of 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 inter-company 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, associate or
jointly controlled entity at the date of acquisition.

Goodwill arising on acquisitions prior to 1st April, 2001 which
had been eliminated against reserves continues to be held in
reserves, and will be charged to the income statement at the time
of disposal of the relevant subsidiary, associate or jointly
controlled entity or at such time as the goodwill is determined to
be impaired.

Goodwill arising on acquisitions prior to 1st April, 2001 which
was capitalised and goodwill arising on acquisitions after 1st
April, 2001 is capitalised and amortised on a straight-line basis
over its useful economic life, less any impairment loss.
Goodwill arising on the acquisition of an associate or a jointly
controlled entity is included within the carrying amount of the
associate or jointly controlled entity. Goodwill arising on the
acquisition of subsidiaries is presented separately in the balance
sheet.
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4. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

On disposal of a subsidiary, associate or jointly controlled entity,
the attributable amount of unamortised goodwill or goodwill
previously eliminated against reserves is included in the
determination of the profit or loss on disposal.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s
balance sheet at cost less any identified impairment loss.

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 plus
goodwill on acquisition in so far as it has not already been
amortised, less any identified impairment loss.

Joint ventures

A joint venture is a contractual arrangement whereby the Group
and other parties undertake an economic activity which is subject
to joint control and over which none of the participating parties
has unilateral control.

Jointly controlled entities

Joint venture arrangements which involve the establishment of a
separate entity in which each venturer has an interest are referred
to as jointly controlled entities.

The Group’s interests in jointly controlled entities are included in
the consolidated balance sheet at the Group’s share of the net
assets of the jointly controlled entities plus goodwill on
acquisition in so far as it has not already been written off, less
any identified impairment loss. @ The Group’s share of
post-acquisition results of jointly controlled entities for the year
is included in the consolidated income statement.

Other joint venture arrangements

Investments made by means of joint venture structures which do
not result in the Group having joint control with the other
venturers are accounted for as subsidiaries (where the Group
controls the board of directors or equivalent governing body),
associates (where the Group is in a position to exercise
significant influence) or investments in securities (where the
Group exercises neither control nor significant influence).
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st March, 2003
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4. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Investments in securities
Investments in securities are recognised 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, as reduced by any impairment loss that is
other than temporary.

Other investments are measured at fair value, with unrealised
gains and losses included in net profit or loss for the year.

Club debentures
Club debentures are stated at cost, as reduced by any impairment
loss that is other than temporary.

Revenue recognition
Sales of goods are recognised when goods are delivered and title
has passed.

Rental income, including rental invoiced in advance from
properties let under operating leases, is recognised on a straight
line basis over the period of the respective leases.

Sales of investments in securities are recognised when the related
bought and sold notes are executed.

Dividend income from investments is recognised when the
shareholders’ right to receive payment has been established.

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the interest rate applicable.

When properties are held for resale, revenue is recognised on the
execution of a binding sales agreement.

Investment properties

Investment properties are completed properties which are held
for their investment potential, any rental income being negotiated
at arm’s length.

4.

FESEER (&)

BEFRE
AR IRE ) A T F IR HERERE e 4]
BAEAMERHE -

PRI BRI BEBRES NI -
PR WER RS B M -

BEREZR IR I RV TR
RETF o SIHERER < R H AR
Rk EATATTYTE R RRSL ) &
1B -

Ht Pt ) s PARIER TR - HoR S
B a R s TEE S AR ARSI P AR
BRI -

E#ES
EREESR ) AT A R R M AT
BV -

WA EZE
B EE BN B iR e P A RE RS Iy

e ©

A ( EAERBRCE A Z
VIR BRI E ) DIERRE
A AR IIIERT. -

A BRI AR HER
PRIFHERD -

=0 ISV UNIN T U EIE /el |
FMEIZIRFRAERE

FLE AR 1 AR R A B AL
FIFISR AR EEBIEEHER T35

VIS R R FI S A 2R T R
R 12 H B bR R -

REYE

WAV TER I - NHIEE
TIMFRAA » AR B ASTHRE A SR
Rt -




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31st March, 2003
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4. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Investment properties (cont’d)

Investment properties are stated at their open market value based
on an annual professional valuation at the balance sheet date.
Any surplus or deficit arising on the revaluation of investment
properties is credited or charged to the investment property
revaluation reserve unless the balance on this reserve is
insufficient to cover a deficit on a portfolio basis, in which case
the excess of the deficit over the balance on the investment
property revaluation reserve is charged to the income statement.
Where a deficit has previously been charged to the income
statement and a revaluation surplus subsequently arises, this
surplus is credited to the income statement to the extent of the
deficit previously charged.

On disposal of investment property, any balance in the
investment property revaluation reserve attributable to the
disposed property is included in the determination of the profit or
loss on disposal.

No depreciation is provided on investment properties except
where the unexpired term of relevant lease is twenty years or
less.

Patent

Patent is stated at cost less amortisation and accumulated
impairment losses. Amortisation is calculated to write off the
cost of patent over its estimated useful life, using the straight line
method, over twenty years.

Property, plant and equipment
Property, plant and equipment are stated at cost less depreciation
and accumulated impairment losses.

Depreciation is provided to write off the cost of items of
property, plant and equipment over their estimated useful lives,
using the straight line method, at the following rates per annum:

Energy saving machines 10%
Plant and machinery 15%
Furniture, fixtures and equipment 10% — 20%
Motor vehicles 10% — 15%

Assets held under finance leases are depreciated over their
estimated useful lives on the same basis as owned assets or,
where shorter, the period of the relevant lease.

4. FESEHBR(E)

REYE ()

RIS A R H AT T i S
ELVABHTHEY AR - EAhIeaYsEnELt e
(RREPEET 2 VR AN = £ S A
HHEATIER - BRIELEIER i < ASER A LA
R E AT L A > ARSI - AR
It pTRE H B IS B A R R AR 0D
TR ASRZRAIBR - i SERTE AR
SRR A R EA AR - RIE I ER ) hat
AR » B SRR it Ry
FR -

DN AHERYIERS » PR e
SR A E TR ARSI AR H R
ZEHE -

REVENTITE - FRIFA R MERT
BB EEUR -

ZEFIE

ERRERZ AN IR 31 b AT IR IR - B
IRy g Aka T T A D LR L —
FMEHERRE A -

YE - BERZE
LA VY G DN R YN & It
SR -

VIZE ~ W S as i S8 T HAS AT AT s
FEIALLEARE B H R - GRZ 3R
T

[EE IR = 10%
B K dsas 15%
TR, ~ 28 Rt 10% — 20%

1RE 10% — 15%

WA B HRIR A < B R H AR T
FTETE - AMEE E AR AR > SAlER
R > R RRREIR TS -

36 G-PROP (HOLDINGS) LIMITED  Annual Report 2003
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4. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Property, plant and equipment (cont’d)

The gain or loss arising from 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 recognised in the
income statement.

Leases

Lessor

Leases are classified as finance leases when the terms of the
lease transfer substantially all the risks and rewards of ownership
of the assets concerned to the lessees.

Amounts due from lessees under finance leases are recorded as
receivables at the amount of the Group’s net investment in the
leases.

Finance lease income is allocated to accounting periods so as to
reflect a constant periodic rate of return on the Group’s net
investment outstanding in respect of the leases.

All other leases are classified as operating leases and the rental
income is recognised on a straight— line basis over the relevant
lease term.

Lessee

Leases are classified as finance leases 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 capitalised 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
obligation.  Finance costs, which represent the difference
between the total leasing commitments and the fair value of the
assets acquired, are charged to the income statement over the
period of the relevant lease so as to produce a constant periodic
rate of charge on the remaining balance of the obligations for

each accounting period.

All other leases are classified as operating leases and the annual
rentals are charged to the income statement on a straight-line
basis over the relevant lease term.
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4. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average cost
method.

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. An
impairment loss is recognised as an expense immediately, unless
the relevant asset is carried at a revalued amount under another
SSAP, in which case the impairment loss is treated as a
revaluation decrease under that SSAP.

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 recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately, unless the relevant asset is carried at a
revalued amount under another SSAP, in which case the reversal
of the impairment loss is treated as a revaluation increase under
that SSAP.

Convertible bonds

Convertible bonds are separately disclosed and regarded as
liabilities unless conversion actually occurs. The finance cost
recognised in the income statement in respect of the convertible
bonds is calculated so as to produce a constant periodic rate of
charge on the remaining balances of the convertible bonds for
each accounting period.

The costs incurred and discount granted to bondholders in
connection with the issue of convertible bonds are deferred and
amortised on a straight line basis over the lives of the convertible
bonds from the dates of issue of the bonds to their final
redemption date. If any of the bonds are purchased and
cancelled, redeemed or converted prior to the final redemption
date, an appropriate portion of any remaining unamortised costs
will be charged immediately to the income statement.
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4. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Taxation

The charge for taxation is based on the results for the year after
adjusting 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 recognised in the financial
statements. The tax effect of the resulting timing differences,
computed using the liability method, is recognised as deferred
taxation in the financial statements to the extent that it is
probable that a liability or an asset will crystallise in the
foreseeable future.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are
translated at the rates ruling on the dates of the transactions or at
the contracted settlement rate. Monetary assets and liabilities
denominated in currencies other than Hong Kong dollars are
re-translated at the rates ruling on the balance sheet date. Profits
and losses arising on exchange are dealt with in the income
statement.

On consolidation, the assets and liabilities of overseas operations
which are denominated in currencies other than Hong Kong
dollars are translated at the rates ruling on the balance sheet date.
Income and expense items are translated at the average exchange
rate for the year. Exchange differences arising, if any, are
classified as equity and transferred to the Group’s exchange
reserve. Such translation differences are recognised as income or

as expenses in the year in which the operation is disposed of.

Retirement benefits scheme contributions

The pension cost charged in the income statement represents the
contributions payable in respect of the current year to the
mandatory provident fund scheme.
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5.  TURNOVER 5. EX@

Turnover represents the net amounts received and receivable SRR E O EMOE =3 ORI » 3%

from third parties and is summarised as follows: LRI
2003 2002
HK$°000 HK$’000
FET THEIT
Rental income EGHNN 4,029 348
Sales of energy saving machine HIE R AS 3,483 4,286
Income from finance AU 812 1,553
Sales of investments in securities HERETMEE 627 -
Sales of properties held for resale HY B EYE - 1,180
8,951 7,367

6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. EBRMESEER
Business segments E S0

For management purposes, the Group is currently organised into RIEEBIFR S - ANEEEHR R E0 Ty
five operating divisions — energy saving machine, other DURAEESFT - RERETA S ~ HMRE -
investments, properties, investment and finance and leasing. Yk ~ B RHES - ANERE]) o Ll
These divisions are the basis on which the Group reports its BRI R - B S S AR -

primary segment information.

Principal activities are as follows: FEEEBATR:
Energy saving machine — manufacturing and trading of RElREiAs - BOG N EEREETES

energy saving machine

Other investments — trading of investments in HAt & - HERERE
securities

Properties — trading of properties held for LS -  HEEEYSE
resale

Investment and finance ~ —  investing and financing activities WEEE - REMUEES

Leasing — leasing of equipment and property FHE —  THERS R
rental
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