NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st March, 2003
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At 31st March, 2003, the Group’s investment properties
amounting to HK$135,400,000 (2002: HK$9,250,000) and the
rights and benefits to the existing and future leases in respect of
those investment properties were pledged for certain loan
facilities and the convertible bonds due 2006 of the Group. In
addition, investment in securities amounting to HK$6,600,000
(2002: Nil) were pledged for other loan facilities granted to the
Group.

45. RETIREMENT BENEFITS SCHEME

The Group operates a mandatory provident fund (the ‘“MPF’”)
scheme for all eligible employees. The assets of the MPF
scheme are held separately from those of the Group, in funds
under the control of trustees. The retirement benefit cost charged
to the consolidated income statement represents contributions
payable to the MPF scheme by the Group at rates specified in the
rules of the MPF scheme.

46. RELATED PARTY TRANSACTIONS AND
BALANCES

(a) During the year, the Group paid legal and professional fees
totalling HK$500,000 (2002: HKS$62,000) for services
rendered by a firm of solicitors, P.C. Woo & Co., in which
Mr. Lai Hin Wing, Henry, the independent non-executive
director of the Company, is a partner of the firm. Mr. Lai
Hin Wing, Henry resigned during the year.
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47.

RELATED PARTY TRANSACTIONS AND
BALANCES (cont’d)

During the year, the Group also sold goods totalling
HKS$55,000 (2002: HK$2,451,000) to Legend Power
System Inc., an associate of the Group. These transactions
were carried out at cost plus a percentage of profit
mark-up.

During the year, the Group paid interest totalling
HK$4,841,000 (2002: HK$734,000) to Koga Limited, a
minority shareholder of a subsidiary of the Group. These
interests were charged at prevailing market rates based on
outstanding balance during the year.

During the year ended 31st March, 2002, the Group issued
HK$67,000,000 non-interest bearing convertible bonds at a
discount of 5% to Hutchsion International Limited, a
fellow subsidiary of a minority shareholder of certain
subsidiaries of the Company.

Details of balances with related parties as at the balance
sheet date are set out in the balance sheets and in notes 20,
21, 28 and 36.

Details of contingent liabilities in respect of guarantees
given to financial institutions to secure credit facilities

granted to related companies are set out in note 43.

PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31st March,
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2003 are as follows: —HZFHER:
Attributable
Nominal proportion of
value of issued nominal value of
and fully issued share capital
paid ordinary held by the Company
Place of share capital KATFIFHF
Name of subsidiary incorporation ERITREE ERTAEA  Principal activity
=N EE PRIIHEEL LRRAZEE EfEttE FEEH
Directly Indirectly
HZ Eife7
Boria Enterprises Limited Hong Kong HKS$20 - 100%  Property investment
K ESEAIRATF A 20 #7T e S
Gold Concept Limited Hong Kong HKS$2 - 100%  Property investment
SEHIEIRAF] s 2 T {UE ST
G-Prop Management Limited Hong Kong HKS$2 - 100%  Provision of management services
i 2 T TR RIS

78  G-PROP (HOLDINGS) LIMITED  Annual Report 2003



NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31st March, 2003
RIS R BEE

ME-FE=f=A=+—aLFR

47. PRINCIPAL SUBSIDIARIES (cont’d)

Nominal
value of issued

47. FEMBAE ()

Attributable
proportion of
nominal value of

and fully issued share capital
paid ordinary held by the Company
Place of share capital AATIFH
Name of subsidiary incorporation ERITREE ERTAEA  Principal activity
1= PNGIE=E PRIIHbEL LRRAZEE EEEE FEEH
Directly Indirectly
HiE Eife7
Great King Limited Hong Kong HKS$2 - 100%  Property investment
B EIRATE] A 2 #5T e S
Jenyear Investments Limited British Virgin Islands USS$1 - 100%  Investment holding
TR LR, 1355 Eia=eedi’
Legend Power Ltd. British Virgin Islands US$2,000 - 50%*  Investment holding
SRR AR 2,000 35T Eira el
Shing Fai Management Limited British Virgin Islands US$1 - 100%  Investment holding
TR AR, 1355 Eia=eedi’
Superkey Development Limited Hong Kong HK$2 - 100%  Property investment
FIE S RAIRAF A 2 #5T e S
Universe Dragon Limited Hong Kong HKS$2 - 50%*  Manufacturing and leasing of
HEEAIRAHE] s 2 WL energy saving machines
S5E M EREIRRE S
Universe Dragon Engineering Limited Hong Kong HKS$2 - 50%*  Trading of energy saving machines
HEE A AIRAH] i 2 #50 HEREIRETA S
* Pursuant to a supplemental agreement entered into between the * ARIEAEE I Legend Power Ltd. H AL RA>
Group and the other shareholder of Legend Power Ltd. dated 5th —EEEFE+_AEBITXZHEAWER S A

December, 2000, the Group has been granted a casting vote on the
meeting of the shareholders. Accordingly, Legend Power Ltd. and

its subsidiaries are classified as subsidiaries of the Company.

All the above subsidiaries operate in Hong Kong.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results or EAETHEC AL - TRy
JB AT AR SRR

assets of the Group. To give details of other subsidiaries would,

EHEREIBRREZIALE - Bt
Legend Power Ltd. B F/& 23] 5 & A5 3)

ZF B xa) o

in the opinion of the directors, result in particulars of excessive

length.

None of the subsidiaries had any debt securities outstanding at

the end of the year or at any time during the year.
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48. PRINCIPAL ASSOCIATES

Details of the Group’s principal associates which are held
indirectly by the Company at 31st March, 2003 are as follows:

48. FERENT

AR FRE R AR S S0
S IE = = HZRHTT:

/\ﬁ_”j/;\:

Proportion of
nominal value

of issued share

Form of Place of capital held
Name of associate business structure incorporation FrFE 81T Principal activities
BENTE)BE FgrEn AVt BRAmEELE R FEEH
Harvest Power Limited Incorporated British Virgin 45% Development of
AR Islands electronic books
R AR s T EA
Legend Power System Inc. Incorporated Canada 25% Trading of energy
R i1y YA JIEYN saving machines

HEEHETERS

Harvest Power Limited operates in Hong Kong and Legend
Power System Inc. operates in Canada.

The above table lists the associates of the Group which, in the
opinion of the directors, principally affected the results of the
year or form a substantial portion of the net assets of the Group.
To give details of other associates would, in the opinion of the
directors, result in particulars of excessive length.

49. PRINCIPAL JOINTLY CONTROLLED ENTITIES
Details of the Group’s principal jointly controlled entities which

are held indirectly by the Company at 31st March, 2003 are as
follows:

Harvest Power Limited 7F & # & & > |
Legend Power System Inc. HIFENEEAESE o

EFFTT R SR R 1 B A SR A I
A B AN SR E A ) A T AN ]
BN E] - DRy - S IHARE AR
BRI LR

49. ERHFEHEGIHGE
A R AR L BRI
MEER=F == —H BT

Proportion of
nominal value

of issued share

Name of jointly Form of Place of capital held

controlled entity business structure incorporation i 1T Principal activities

HEZFIEIE R FaEr PR IZHhEh PR AmEELER FEEH

Golden Royce Investment Incorporated Hong Kong 40% Property investment
Limited EallijsavA ik (e S A

EAYHEERIRAH]

Top Grade Assets Limited Incorporated British Virgin 50% Property investment and

FHAERAT Islands agency services
P et ViERE S A B IRS
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49.

PRINCIPAL JOINTLY CONTROLLED ENTITIES
(cont’d)

All the above jointly controlled entities operate in the PRC.

The above table lists the jointly controlled entities of the Group
which, in the opinion of the directors, principally affected the
results of the year or form a substantial portion of the net assets
of the Group. To give details of other jointly controlled entities
would, in the opinion of the directors, result in particulars of
excessive length.

50.

(@)

(b)

POST BALANCE SHEET EVENTS

On 17th April, 2003, Koga Limited (‘‘Koga’’), a minority
shareholder of Legend Power Ltd., a subsidiary of the
Company, has served a notice to the Group and the
Company to exercise the put option to sell back its 50%
equity interest in Legend Power Ltd. Pursuant to the share
put option agreement entered in December 2000 and a
supplement agreement entered in June 2002, the Group has
to settle the outstanding loans and advances to and from
Koga with the interests in arrear when Koga exercise the
put option. The aggregate amount claimed by Koga under
the put option is approximately HK$37.3 million on the
date of notice served by Koga.

As announced by the Company on 15th July, 2003, the
Company entered into an agreement (the ‘‘Agreement’’)
with Chinese Estates and its wholly-owned subsidiary,
Million Point, which involves, inter alia, the followings:

(1) Capital reorganization: Every 100 existing shares of
the Company of HK$0.01 each will be consolidated
and the nominal value of each of the consolidated
shares will be reduced from HK$1.00 to HK$0.01 by
cancelling the paid-up capital of HK$0.99. The entire
amount of share premium of the Company will be
cancelled upon the approval of the shareholders.

The credit arising from the capital reduction of
approximately HK$12.5 million and the cancellation
of share premium of HK$162.6 million will be
credited to set-off part of the deficit of the Company.
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50. POST BALANCE SHEET EVENTS (cont’d)

(i)

(iif)

(iv)

Subscription of New Shares: Million Point will
subscribe for 170,000,000 new shares of nominal
value of HKS$0.01 each (‘““New Share’’) in the
Company at HKS$0.1059 each for an aggregate
consideration of HK$18 million. The consideration
will be satisfied by injection of cash to the Group to
fund the payments to the creditors of the Group in
accordance with the restructuring proposal, the costs
incurred to complete the restructuring and provide
working capital for the Group.

Settlement of claim from Koga: Pursuant to a
settlement deed entered on 15th July, 2003, the claim
from Koga of approximately HK$37.3 million as
stated in (a) above would be settled by payment of
approximately HK$0.37 million in cash and allotment
of 37,317,014 New Shares in the Company when the
Agreement become unconditional. This would result
on a reduction of the Group’s indebtedness with Koga
by approximately HK$36.6 million. In addition,
Koga will be granted a call option for acquisition of
50% interest in Legend Power Ltd. at a consideration
of the higher of HK$150,000 or 50% consolidated net
assets to be exercised within the next 5 years.

The restructuring of the Company’s indebtedness:
The Company’s indebtedness, excluding the claim
from Koga as mentioned in (iii) above, will be
restructured such that a cash distribution of
approximately HKS$5 million and a capitalisation
issue of approximately 470.7 million New Shares
representing approximately 68.2% of the enlarged
issued share capital of the Company after the
restructuring proposal will be repaid to the creditors
on a pro-rate basis based on the amount owed by the
Company. Creditors with preferential claims shall be
discharged out of the scheme funds in priority to
distribution to the other creditors with
non-preferential claims. The restructuring will result
in a reduction in the Company’s indebtedness by
approximately HK$461.2 million.

The Agreement is conditional upon the relevant approvals
being obtained from the regulatory authorities, and from
the shareholders.

50.

RHEABBER(E)

(ii)

(iif)

(iv)
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