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Authorised:

Ordinary shares of

$0.25 each =R

6.5% convertible 6.5% KR ZREH
non-voting redeemable ARBmKRERZ
preference shares of SR E1,0005 T
US$1,000 each i 12 55 X

Issued and fully paid: BRARBRRA

Ordinary shares TR

6.5% convertible 6.5% K EREHN
non-voting redeemable ARBKER
preference shares ZEBER

2003 2002
No. of No. of
shares shares
RBBE RS
‘000 $'000 ‘000 $'000
TR 5 T T
1,080,000 270,000 11,080,000 270,000
- - 22 171,916
270,000 441,916
Redemption of
At 1 March preference At 28 February
2002 shares 2003
R 20023818 BERER 120034 24 28H
No. of No. of No. of
shares  Amount shares  Amount shares  Amount
i & B 28 Rh&HE 28 Rh&HE 8
‘000 $'000 ‘000 $'000 ‘000 $'000
T T T T i T
391,889 97,972 - - 391,889 97,972
22 171916 (22) (171,916) - -
269,888 97,972



The preference shares are entitled to cumulative dividends
and rank in priority to the ordinary shares in the Company
as to dividends and return of capital. The preference shares
are convertible into ordinary shares of the Company at any
time after the second anniversary of 28 February 1998 (“the
Issue Date”) up to the fourth anniversary of the Issue Date,
and the number of the Company’s ordinary shares to be
allotted and issued to the holders upon full conversion will
be equal to the principal amount of the preference shares
divided by the initial conversion price of $2.25, subject to
adjustment. All the preference shares in issue on the maturity
date, the fourth anniversary of the Issue Date, will be
redeemed by the Company. Pursuant to the deeds entered
into by the Company and the preference shareholder on 28
February 2002, 22 March 2002, 19 April 2002 and 31 May
2002, the maturity date of the preference shares was
extended to 24 March 2002, 21 April 2002, 2 June 2002
and 22 June 2002 respectively.

On 17 June 2002, the Group entered into conditional
agreements with the preference shareholder for the
redemption of preference shares without cash payment.
Pursuant to these agreements, IAC and TSL China, both of
which are subsidiaries of the Company, agreed to issue
66,521 new ordinary shares of $1 at par and 1,647 new
ordinary shares of US$1 at par respectively to the preference
shareholder in lieu of cash payment for the redemption of
the preference shares. The shares allotted to the preference
shareholder represent 24% interest in the respective enlarged
issued share capital of IAC and TSL China. The redemption
of the Company’s preference shares and the subscription of
IAC’s and TSL China’s new shares were completed on 31
August 2002. Upon the completion of the agreements, the
preference shareholder released the Company from all
obligations and liabilities whatsoever under or in relation to
the preference shares, including all damages, losses, claims,

liabilities accrued or incurred prior to the completion.
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(a) The Group (a) XEMH
Land and
buildings
revaluation Capital
reserve redemption
Share  Specal  Capital  T#R Exchange reserve Accumulated
premium  reserve  reserve  EEY reseve EAEE  losses  Total
RGEE HHEE EAEE EHEE EXRE  BE ZHER 2%
§000 §000 §000 §000 §000 §000 §000 §000
fr  fn fr  fn fr  fn fr  fn
t 1 March 2001 R 2001E3A1R 86,037 336362 98141 22,481 (4452) 13,119 (708302) (156,614)
Surplus on revaluation of land and buildings HHRBENEHRG - - - 43 - - - 436
Exchange differences on translaton of the pERBAREBRR
financial statements of subsidiaries HERZE - - - -3 - - 330)
Loss for the year KEEER - - - - - - (363 (36309)
Dividends (note 9] K& (Hit9) - - - - - - mu) M
At 28 February 2002 12002 2 A28 86,037 336362 98141 22,967 (7755 13,119 (755,864)  (206,993)
t 1 March 2002 120028 3A18 86,037 336362 98141 22,967 (7755 13,119 (755,864)  (206,993)
Deficit on revaluation of land and HHREENERER
buildings (note 12(e) (B sE12(e)) - - - ) - - - )
Revaluation reserve realised on disposal HENEMER
of property LEfi R - - - ) - - 9) -
Exchange differences on translaton of the pERBARE AR
financial statements of subsidiaries WEZZE - - - - 765 - - 765
Bxchange reserve realised on deemed EEHENBATRER
disposal of subsidiaries LERER - - - - (44 = = (44)
Loss for the year 1ERER - - - - - - (49478 (W9478)
Dividends (note 9) K& (H9) - - - - - - 5665 (5669
Redemption of preference shares (note 25) B OB % (i 20) - - - = - 916 - 171916
Increase in share of minorty interests DERREERHELT
in net tangible assets of subsidiaries WARTRESN - - - - - (3,09) - (3,0%)
Expenses for redemption of preference shares EUBELRER - - - - - (11,066) - (11,060)
Write back of accrued dividend on preference shares ~ BREZRRERE - - - - - - 39314 39374
At 28 February 2003 120038 2A28R 86,037 336362 98141 1,52 (7.034) 170873 (770.651)  (64,750)



(a) The Group (continued)

Accumulated losses of the Group can be analysed as

follows:

Company and its subsidiaries
Associates

Ht
g >

S
T
=

Ny
“Ere

The special reserve of the Group arose from the
difference between the nominal amount of the
share capital and share premium of the subsidiaries
at the date on which they were acquired by the
Group and the nominal amount of the ordinary
share capital issued as consideration for the

acquisition.

The capital reserve, land and buildings revaluation
reserve and exchange reserve have been set up
and will be dealt with in accordance with the
accounting policies adopted for business
combination, revaluation of land and buildings and

foreign currency translation (note 1).
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T T
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(b) The Company (b) &AF
Capital
redemption
Share Contributed reserve Accumulated

premium surplus EXERE Losses Total

K& E BAER ke 2R ]

$'000 $'000 $'000 $'000 $'000

T T T T T

At 1 March 2001 M2001F3A 18 86,037 532,336 13,119 (788,106) (156,614)

Loss for the year rEEER - - - (47,563) (47,563)

Dividends (note 9) K& (ff59) - - - (11,237) (11,237)

At 28 February 2002 12002424 28H 86,037 532,336 13,119 (846,906) (215,414)

At 1 March 2002 12002634 18 86,037 532336 13,119 (846,906)  (215,414)

Loss for the year rEEER - - - (43,895) (43,895)

Dividends (note 9) K& (ffi9) - - - (5,665) (5,665)
Redemption of preference EES

shares (note 25) (H3£25) - - 171,916 - 171,916
Expenses for redemption of EEES

preference shares g - - (11,066) - (11,066)
Write back of accrued dividend on BRELR

preference shares K EED - - = 39,374 39,374

At 28 February 2003 R 2003524 28R 86,037 532,336 173,969 (857,092) (64,750)



(b) The Company (continued)

(i)

(i)

The contributed surplus of the Company arose from
the difference between the consolidated net assets
of the Group's subsidiaries acquired pursuant to a
group reorganisation at the date on which the
reorganisation became effective, and the nominal
amount of the Company’s ordinary shares issued

under the reorganisation.

Under the Companies Act 1981 of Bermuda (as
amended), the contributed surplus account of the

Company is available for distribution.

However, the Company cannot declare or pay a
dividend or make a distribution out of contributed
surplus if:

(@) itis, or would after the payment be, unable
to pay its liabilities as they become due; or

the realisable value of its assets would thereby
be less than the aggregate of its liabilities
and its issued share capital and share premium

accounts.

The aggregate amount of reserves available for
distribution to shareholders of the Company at 28
February 2003 was $Nil (2002: $Nil).
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At 28 February 2003, the total future minimum lease
payments under non-cancellable operating leases are payable

as follows:

Within 1 year 16 A

After 1 year but within 5 years 1 & BF R
After 5 years 51

The Group leases a number of properties under operating
leases. The leases typically run for an initial period of one to
four years, with an option to renew the lease when all
terms are renegotiated. Lease payments are usually adjusted
to reflect market rentals upon renegotiation of the terms of
the lease.

M2003F2 288  RIENAI B EEH
EFEHBREMNMNZERENREREN
T -

The Group The Company
AEHE AQH

2003 2002 2003 2002
$'000 $'000 $'000 $'000
Fr T Tr T
44,257 48,113 7,200 4,680
57,245 65,037 7,650 6,240
- 20 - _

101,502 113,170 14,850 10,920

AEENKEHEERBOME - ELH
E-RNF /B —FENF  YAAEE
BEIMBREN ERMAGIOTE
HEE - HENFBREATENEHBK
REAE  ARBTIZEES -



(a)

At 28 February 2003, the Company gave guarantees to
banks in respect of general banking and other credit
facilities extended by banks to certain subsidiaries of
the Company amounting to $251,433,000 (2002:
$279,502,000).

At 28 February 2003, the Group has disputes with the
IRD over the taxability of certain income and
deductibility of certain expenses. No provision has been
made in respect of the amounts of tax in disputes,
except for the provision of $2,475,000 as set out in
notes 5(a)(ii) on the financial statements. The disputes
have yet to be determined by the IRD and the directors
of the Company consider that there are reasonable
grounds in defending the disputes. However, should
the Group not be successful in defending the disputes,
there would be additional exposures to the Hong Kong
Profits Tax and the amounts will be subject to the

additional assessments raised by the IRD.

Under the Restructuring Agreement as disclosed in note
1(b)(i), debentures have been executed by the Group
in favour of its bankers charging, by way of fixed and
floating charges, all of the undertakings, properties and
assets of the Company and 28 of its subsidiaries as
security for, inter alia, all obligations and liabilities,
actual or contingent, from time to time owing by the
Group to the bankers. Rental revenue of the Group is

also charged in favour of the Group's bankers.
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MEEFEERBITELERSE H®
251,433,000t ( 2002%
279,502,0007T) °

200342 A28R + AEERE T
AR BERRE T HOMBER
BRERHRBBUD - RUMBERE
BT & 5(a)(i) BT 3 #92,475,0007T £
G REBWRRELRBAUHD D R
B BB MER - HERIMAHR
BB D EL AR - MARRE
EREARENBRACEERYF
B oA MRANEEEAH T K
o BARMNINEBNEGH  BH
EREEBREREHNMRTHSHE

RIBI 1D 2 EA W ZE - A
SECAIVERERE - ARE RHE28H
MBRARZMEXRY NEREESE
BEE RFBHERS FRITIEREM
(H B3 AR K ETERIRITL
ERZSBARBREH 2 ERG - &
SEZHESERSETERTAEEZR

7 o



Notes on the Financial Statements
B % WK MG

For the year ended 28 February 2003 #,Z2003F2H28 B IEFE
(Expressed in Hong Kong dollars) (L% 7T 51 77 )

(b)

During the year, the Group has pledged the capital
contribution to a subsidiary of the Group amounting
to US$235,000 and all the benefits accruing to the
pledged equity interest of 11.625% of the subsidiary
to the Group’s bankers as security for, inter alia, all
obligations and liabilities, actual or contingent, from

time to time owing by the Group to the bankers.

During the year, the Group has pledged all rights, titles
and interests in 56.46% of the entire share capital of
IAC and TSL China and all benefits accruing to the
pledged equity interest to the Group’s bankers as
security for, inter alia, all obligations and liabilities,
actual or contingent, from time to time owing by the

Group to the bankers.

On 17 June 2002, the Group entered into conditional
agreements with the preference shareholder, the China
Retail Fund, LDC (“CRF"), for redemption of the
preference shares, which among other things, include
an issue of shares by two subsidiaries of the Company,
IAC and TSL China, to CRF and Best Accurate
International Limited (“Best Accurate”). The agreements
also provided that a shareholder’s loan agreement be
entered into between IAC and a wholly-owned
subsidiary of the Company, TSLJ. The details of the
transactions have been set out in the circular to
shareholders dated 8 August 2002.

(b)

EXREEARN  AEELER BB
A A 235,000% 7T HH & 78 K& H A % Mt
BRI 11.625%C 18 % AN #E 25
W — PR EERTAEENR
7 MEREFBEREE TR RIR
THERIBEEMERNER

O
oA °

EAREER - A& EIEERIACHH
BiP B 42 & A 56.46% /) — 1) #E
- rAEMNER  REEFRARE
RGN —DHNRERTEEEDH
RIT - WERETBEAEETHR
RITHER KA B ENEB KR

O
oA °

M2002F6H17H » REBE 5 ERE
EREBERNFEATEABEER
Ee ([CRRIDEREBE GEHZE - HP
R BIEA R B M M B A A — IACH
1 T BB P B AT AR 1) T CRAANE 2E B B
BRAR([MEE]) - Z5 - 1Big bt
e - IACERARR BN 2 E M B A RH
B HRERET —MH(RRERD
&) c ARG FIEC #2002 8
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(a)

(continued)

Best Accurate owned 22.5% of the issued share capital
of IAC and TSL China before the transaction. CRF and
Best Accurate respectively own 24% and 19.54% of
the two subsidiaries after the transaction. CRF and Best
Accurate are the substantial shareholders of the two
subsidiaries. Best Accurate is wholly-owned by Mr. Qi
Jian Hong (“Mr. Qi") who is also a director of IAC, TSL
China and a subsidiary of TSL China, BTSL. The issue of
shares and the shareholder loan agreement, therefore,
constitute connected transactions as defined by the
Listing Rules. The transactions were approved by the
shareholders and completed on 31 August 2002.
During the year ended 28 February 2003, two
subsidiaries of the Company, TSL Trading and BTSL sold
and consigned finished goods to Beijing Zhong Shang
Tse Sui Luen Economic and Trading Company Limited
(“Zhong Shang”) amounting to $126,650,000 (2002:
$93,430,000) and to Hua Long amounting to
$51,442,000 (2002: $Nil). During the year ended 28
February 2002, TSL Trading also sold and consigned
finished goods to Zhong Shang Department Store
Company Limited (“Zhong Shang Department Store”)
amounting to $61,181,000. The transactions were
carried out by way of cost-plus pricing arrangement in
the normal course of business of the subsidiaries.

Zhong Shang, Hua Long and Zhong Shang Department
Store were licensees of Tse Sui Luen Jewellery (China)
Limited and distributed the consigned finished goods
to shop outlets operating under the trade names of
“Tse Sui Luen” in the Mainland China. There was no
monetary consideration paid by the licensees in respect

of using the trademark licenses.
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During the year ended 28 February 2003, TSL Trading
received commission, depending on the nature of the
products, amounting to $5,252,000 (2002: $Nil) and
$3,217,000 (2002: $Nil) from Zhong Shang and Hua
Long for their respective confirmed purchases from
BTSL.

SH TSLCS provided consultancy services to sale outlets
of Zhong Shang, Hua Long and Zhong Shang
Department Store in return for fees amounting to
$1,069,000 (2002: $201,000), $889,000 (2002: $Nil)
and $Nil (2002: $741,000) respectively. The consultancy
services fees are charged at a progressive percentage
up to 5% of turnover of the relevant retail outlets if
the turnover of the retail outlets to which the
consultancy services are rendered exceed certain
thresholds.

Tse Sui Luen Jewellery Consultancy Service Limited
("TSLICS") paid Zhong Shang consultation fee
amounting to $546,000 (2002: $545,000) for Zhong
Shang's advice of public relation matters to TSLICS.

Zhong Shang, Hua Long and Zhong Shang Department
Store are companies controlled by Mr. Qi who is a
substantial shareholder and a director of the two
subsidiaries of the Company, IAC and TSL China and is
also a director of a subsidiary of TSL China, BTSL. The
licensing, sales, consignment, commission and
consultancy service arrangements therefore constituted

connected transactions under the Listing Rules.
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The presentation and classification of items in the
consolidated cash flow statement have been changed due
to the adoption of the requirements of SSAP 15 (revised
2001) “Cash flow statements”. As a result, certain advances
from banks have been excluded from the definition of cash
equivalents, cash flow items from taxation, returns on
investments and servicing of finance have been classified
into operating, investing and financing activities respectively
and a detailed breakdown of cash flows from operating
activities has been included on the face of the consolidated
cash flow statement. Comparative figures have been

reclassified to conform with the current year’s presentation.

The Group’s operations have continued to be adversely
affected since the year end as a result of the outbreak of
Severe Acute Respiratory Syndrome (“SARS") in Hong Kong
and the PRC and whose impact on the Group was first felt
in March 2003. Whilst the impact of the SARS outbreak on
the Group's operations for the year ended 28 February 2003
was not significant, following the year end, the outbreak
has resulted in a significant reduction in the number of
tourists visiting Hong Kong. As a result, the Group's revenue,
from operating activities, since 1 March 2003 and up to 31
May 2003, have decreased by 38% compared to the same
period during the year ended 28 February 2003.
Management is taking steps to mitigate the negative impact
that SARS has had on the Group's operations, including lay-
off of staff.
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