Notes to the Financial Statements(continued)

For the year ended 51 March 2003

30.SHARE OPTIONS -contfinued

During the vear. the Old Scheme of the Company was replaced by the New Scheme pursuant to
a special resolution  passed on 28  August 2002, The following table shows movement in the

Company's sharc options granted under the New Scheme during the year ended 31 March 2003:

Granted Outstanding
Exercise during at
Date of grant Exercisable period price the year 31 March 20603
kS
3 October 20002 5 October 2003 10 27 March 2010 (1840 | 220000, 000 12,000 000)
5 Ugtober 2002 3 October 2004 to 27 March 2010 () 840 12,0000, D00 12 OO CHOM)
3 October 2002 3 Oxctober 2005 to 27 March 2010 {).840 120060, M) 12000, 000
5 October 2(6)2 5 October 2006 o 27 March 2010 {(1.840 1 2,000,000 12,000,000
14 February 2003 14 February 2004 to 27 March 2010 0.874 36, (KN 366,000
14 February 2003 14 Februany 2005 to 27 March 2010 0.874 366,000 366,000
14 February 2003 14 February 2006 to 27 March 2010 0.874 368,000 368,000
18 March 2003 18 March 2004 to 27 March 2010 0.800 250,000 250000
18 March 2003 18 March 2005 w0 27 March 2010 0,800 250,000 250,000
18 March 2003 18 March 2006 to0 27 March 2010 (.80 250, (0K 250,000
18 March 2003 18 March 2007 to 27 March 2010 (.50 250,000 230,000
28 March 2003 28 March 2004 to 27 March 2010 0.776 76,000 76,000
28 March 2003 28 March 2005 10 27 March 2010 0.776 6,000 76,000
28 March 2003 28 March 2006w 27 March 2010 0.776 76.000 76,000
28 March 2003 28 March 2007 o 27 March 2010 0,776 72000 72,000
S0.A00, 0000 30,400, (0K

No share option under the New Scheme was exercised duning the vear ended 51 March 2005.
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Notes to the Financial Statements(continued)

For the year ended 31 March 2003

30, SHARE OPTIONS -contfinued

2002

At 31 March 2002, options granted to certain  directors of the Company and emplovees of the Group.
pursuant to the Old Scheme, to subscribe for 160,329 000 ordinary shares of the Company within the
following exercisable periods were set out below:

Cistanding Cranied Exercised Cancelled Cutstanding

Excreise al during during during al

Date of grant Exervisable penod price 1 Apnl 2001 the veur the yvea the vear 31 March 2002

HEKS

25 November 20000 25 November 2001 o (). 336 55, 198 (M)} = (27.598,000)) (8,070,000 19, 530),(0H)
27 March 2010

25 November 2000 25 November 2002 1o 0.336 55,950,000 - - (8,308,000) 47,642,000
27 Muarch 2010

25 November 20000 25 November 2003 to . 336 45,640,000 - - (6,472,000 39, 168,000
27 March 20110

25 November 2000 25 November 2004 Lo [1.336 400, 1 73,04} - - ( 3.984,000) A<, B9 000
27 March 2010

2 April 2001 2 April 2002 to 0292 - 00,000 - - S00,000
27 March 2010

2 Apnl 20041 2 Apnl 2003 to 0292 - SO0, EHI0) = SEM EMICD
27 March 2010

2 April 2001 2 April 2004 1o 0,292 - 500,000 - - SO0, 0410
27 March 2010

2 Apnil 2001 2 Apnl 20035 to 0.292 - S00,000 - - 500,000
27 March 2010

23 January 2002 23 January 2003 to {.420 - 3,750,000 - - 3.750,000
27 March 2010

23 January 2002 23 January 2004 to 0420 3. 750,000 - 1. 750,000
27 March 2010

23 January 20012 23 January 2003 to 0.420 - 3.730.000 - - J.730.00)
27 March 2010

23 January 2002 23 January 2006 {o (.420 - 3,750,004 . - 3, 750,000
27 March 2010

235 March 2002 25 March 2003 to ().520 . S0 (0N - - D, K]
27 March 2010

23 March 2002 25 March 2004 1o 0,520 - 966,000 - - 266, 000
27 Muarch 2010

25 March 2002 25 Mareh 2005 w 0,520 - 868.000 - - 868,000
27 March 2010

196.9G1.000 19800000 (27.5395.000) (ZEE34L000) 160, 325 0HH]

*The average closing prices of the Company's sharcs immediate before the dates of which the share

options excrcised during the yvear ended 31 March 2002 range from HK$0.395 to HK$0.53.
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Notes to the Financial Statements(continued)
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31. SHARE PREMIUM AND RESERVES
Share Contributed Accumulated

premium surplus profits Total

HK3$'000 HKS$'000 HKS'000 HKS$'000
THE COMPANY
Balance at | Apnl 2001 1.037,718 1.001.053 237 2,039,008
Issue of shares 6.513 - - 6.513
Profit for the vear - - 104,685 104685
Dividend paidm - - (103.812) (105.812)
Balance at 31 March 2002 [.044.2351 1.001.053 [.110 2.046.394
Issue of shares 14,682 - - |4.682
Profit for the yvear - - 72,391 72,391
Dividends paid - - (73.357) (73.357)
Balance at 31 March 2003 1,058,913 1,001,053 144 2.060.110

The contributed surplus of the Company represents the difference between the consolidated
sharcholders' funds of Skvworth Digital Group Limited ( formerlv Skyworth Digital Technology
(Holding) Company Limited ) at the date on which the Group Reorgamsation became cffective and
the nominal amount of the share capital of the Company issucd under the Group Reorganisation.,

Under the Companies Act 1981 of Bermuda, contributed surplus is also available for distribution to
sharcholders. However, acompanv cannot declare or pav a dividend, or make a distribution out of
contributed surplus. if;

(a) the company is. or would afier the payment be. unable to pay its habilitics as they become due: or

(b) the realisable value of the Company's assets would thereby be less than the aggregate of its
liabilitics and its 1ssucd share capital and share premium accounts.

In the opmion of the directors. the Company's reserves available for distnbution to shareholders were
as follows:

2003 2002

HKS'000 HK$'000

Contributed surplus 1,001,053 1.001.053
Accumulated profits 144 [.110

1,001,197 1.002,163
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Notes to the Financial Statements(continued)
For the year ended 51 March 2003

32,

33.

DISPOSAL OF A SUBSIDIARY
2003 2002
HKS'000 HK$'000
Share of net assets disposed of’
Property. plant and equipment 15 -
Bank balances and cash 937 -
Minority interest (285) -
Share of net assets of a subsidiary 667 .
Transfer to interest in an associate (333) -
Net assets disposed of 334 -
Gain on disposal of a subsidiary 367 -
Total consideration 701 -
Satisfied by
Investments 1n securities 701 -
Cash outflow arising on disposal:
Bank balances and cash disposed of 937 -

During the vear. the Group disposed 35% ol equity interest in a subsidiary and the subsidiary became an
associate on the eflective date of disposal. The subsidiary  disposed of during the vear had no significant

impact on the results and cash flows of the Group for the vear.

PLEDGE OF ASSETS

At 31 March 2003, the Group's land and buildings with an aggregate net book value of approximately
HK$19.724.000 (2002:HK$ 18.900.000) and bank deposits of nil (2002: HK$33.247.000) were pledged

to banks to secure the banking facilities granted to the Group.

Skyworth Digital Holdings Limited -67-



-H8-

Notes to the Financial Statements(continued)
For the year ended 51 March 2003

34. OPERATING LEASE ARRANGEMENTS

The Group as lessee

At the balance sheet date.  the Group had outstanding commitments for future minimum lease pavments
under non-cancellable operating leases in respect of land and building which fall due as follows:

THE GROUP
2003 2002
HIKS'000 HKS$'000
Within one vear 8.265 4.605
In the sccond to fifth yvears inclusive 14,661 7.835
Over five vears 340 -
23,266 12.440

Operating lcasc pavments represent rentals pavable by the Group for certain of its offices and facton
premises. Leases are negotiated foran average term of three years and rentals are fixed over the
term of the relevant leascs.

The Group as lessor

Property  rental income ecamed during the vear was HKS$3.859.000 ( 2002: nil ). The investment
propertics are expected to gencrate rental vield of 16.5% per annum on an ongoing basis. The Group's
investment properties held have committed tenants ranging from two to ten vears.

At the balance sheet date, the Group had contracted with tenants for the following future minimum
lease payments:

THE GROUP
2003 2002
HKS'000 HK$'000
Within one¢ vear 24,853 -
In the second to fifth vears inclusive 40,316 E
Ower five vears 502 -
65,671 -
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Notes to the Financial Statements(continued)
For the year ended 51 March 2003

35.CAPITAL COMMITMENTS

At 31 March 2003, the Group had the following capital commitments:

THE GROUP

2003 2002
HKS'000 HEKS$'000

Commitments contracted for but not provided in respect of:
Purchase of other property. plant and equipment 63,268 20.409
Investment in unlisted equity securities in the PRC 5,460 7.800
Factory buildings under construction - 55.706
68,728 83.915

In addition to the above. the Group's share of the capital commitments of its jointly controlled entity
in respect of the purchase of property. plant and equipment authorised but not contracted for in its
financial statements as at 31 March 2003 amounting to HK$5.160.000 (2002: HK$13.526.000).

36.CONTINGENT LIABILITIES
THE COMPANY

At 31 March 2003, the Company has execuled certam corporate guarantees in favour of banks in respect of
credit facilitics granted to subsidiaries to the extent of HK$139.000.000 (2002: HK$115.000.000),
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37. RETIREMENT BENEFITS SCHEMES

With effective from 1 December 2000, the Group has jomed a Mandatory Provident Fund Scheme
("MPF Scheme") for all emplovees in Hong Kong and all the assets of the defined contribution
retirement benefit scheme operated prior to | December 2000 has been transferred to the MPF Scheme.
The MPF Scheme is registered with the Mandatory Provident Fund Scheme  Authority under the
Mandatory Provident Fund Schemes Ordinance. The assets of the MPF Scheme are held separately
from those of the Group in  funds under the control of an independent trustee. Under the rule of the
MPF Scheme. the emplover and its emplovees are each required to make contributions to the Scheme
at ratc specificd in the rules. The only obligation of the Group with respect of MPF Scheme is to make
the required contributions under the Scheme.  The pension cost charged represents contribution
pavable to the funds by the Group at rates specified 1in the rules of the schemes. No forfeited

contribution is available to reduce the contribution pavable in the future vears.

The PRC cmployees of the subsidiarics in the PRC arc members of the pension scheme operated by the
PRC local government. The joint venture subsidiary 1s required to contribute a certain  percentage of
the relevant part of the pavroll of these emplovees to the pension scheme to fund the benefits. The only
obligation for the Group with respect of the pension scheme is the required contributions under the

pension scheme.

The aggrepate retirement benefit scheme contributions and pension costs for the Group's emplovees.

net of forfeited contributions. which have been dealt with in the income statement of the Group. arc as

follows:
2003 2002
HKS$'000 HIKS'000)
Retirement benefit scheme contributions made by the Group 1,489 1.717
Pension costs i the PRC 3.808 2435
Total retirement benefit scheme contributions 5.297 4.152

At 3]l March 2003, there wereno forfeited contributions available to offset future employers'

contributions to the scheme.
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Notes to the Financial Statements(continued)
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38.RELATED PARTY TRANSACTIONS

Other than as disclosed in note 7 above. the Group had entered into the following significant related

party transactions during the year:

(a)  The Group acquired additional 33 .33% interest in  Skyworth Computer & Network Company
Limited. a subsidiary of the Company. from Taos Technology Limited. the minority sharcholder

of that subsidiarv, at a consideration of HK$1 agreed bv both parties.

(b) The Group disposed of 35% interest in i i 11° 5 A 3EEAS 7 P 20 ) (i A P £ A0 45 R 8t
{7P 25 7)) to Mr. Lau Tsun Fan, the minority shareholder of that subsidiary. at a consideration

of HK$701.000 satisfied by exchange of unlisted equity securitics in the PRC.

(c) The Group paid rental expenses. forleasing warchouse premise. of HKS246.000 (2002:
HK$246.000) to Main Sea Development Limited, a company in which Mr. Wong Wang Sang,
Stephen, the Chairman of the Company., has a bencficia | interest, The rental expenses were

bascd on a pre-determined monthly amount.

(d)  The Group received interest income. calculated at 5.85% per annum on the outstanding balance

of unsccured short-term loans, from the jointly controlled entity of the Group amounting

to HK$ 1.372.000 (2002: HK$205.000).

(¢) The Group paid professional service fee of HKS180.000 (2002: nil) to C & S Consultancy
Company. a company in which Mr. So Hon Cheung, Stephen. an independent non-exceutive
director of the Companv. has a beneficial interest. The professional service fee was based

on a pre-determined amount agreed by both parties.
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES
Particulars of the Company's principal subsidiaries at 31 March 2003 were as follows:

Place of Issued and Proportion of
incorporation/ fully paid nominal value of
establishment share capital/ issued capital/
Name of company and operation registered capital  registered capital Principal activities
Yo
AN EE - RGBS T B2 5] PRC Registered capital 75.5 Manufacture and sale
Shenzhen Chuangwer - RGH (note i) RMB12.572.000 of consumer electronie
Electronics Co., Lid. Products
Skyvworth Broadband British Virgin Chrdinary shares 100 Investment holding
Technology Limited Islands LISS 100
{0 L (I AT 2 ) PRC Registered capital 1030) Research and produets
{107 ) A O A G A PR 22 51)  (note b) LISS1.500.000 development
Skvworth Optical-Electronic British Virgin Ordinary shares 100 Investment holding
Company Limited Islands HKS$37.500.000
(formerly Skywaorth and LISS10.000
Computer & Network Companyv
Limiled)
FUSE TG RGN o T 25 ] PRC Registered capital 100 Rescarch and
CRil i B ST SRR A I 2 w1)  (note b) LSS 1,500,000 development and
trading of internet
related television
technology and
related products
Skyvworth Display Limited British Virgin Ordinary share 100) Irading of optical
[slands LSS projecting  and display
PRC products
Skvworth Digital Group British Virgin Ohirdinary 1) [nvestment holding
Lamited (note ¢) [slands shares
(formerlv  Skyvworth HK3$393
Digital Preference shares
lechnology (Holding) HES490
Company Limited)
1 U 406V A CER AN A e 22 &) PRC Registered capital 100 BABRIRARHILE 0L CUnEUINGS
Skyvwaorth Electnical Apphances (note b) US$15.338.000 electronie products

(Shenzhen) Co., Tad

and property holding
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For the year ended 51 March 2003

39. PARTICULARS OF PRINCIPAL SUBSIDIARIES - continued

Place of Issued and Proportion of
incorporation/ fully paid nominal value of
establishment share capital/ issucd capital/
Name of company and aperation registered capital registered capital Principal activities
Yo
Skyworth TV Holdings Hong Kong Ordinary shares 100 Design and sale ol
Limited HEK$30.600.000 consumer electronic
(formerly  Skvworth Non-veling products and
(Group) Company deterred shares investment holding
Limuted) [TK$2, 500000
(note d |
Skyworth Industries Limited Hong Kong Ordinary shares 100 Investment holding
HE$500.000)
Skvworth Information British Virgin Oirdinary share |04 Investment holding
Technologies Holdings Islands USS]
Limited
f) Ak 289 e ] L) £ PR 2 PRC Registered capital 100 Investment holding
(note b) FIKS 50,000,000
skyworth Multimedia British Virgin Ordinary share 100 Investment holding
International Limited Islands UIS51
Skywuorth Multimedia Hong Kong Ordimary shares 100 Manufacture and salc
International Limited HES$10,000 of consumer
clectrome products
Skyvworth Moulds Industnial — British Virgin Ordinary share 100 Investment holding
Company Limited Islands LIS%1
UE AL S (e S INE FE M PRC Registered capital 106 Manufacture and sale
(note b} LUUS$3.500.000 of consumer ¢lectronie
products
AT (S W RN ) AT B 2 ] PRC Registered capital 100 Property holding
Skvworth Plastic (Shenzhen) (note b) USS2.100.000
Co., Lud.
Skyworth Sales (Hong Kong)  Hong Kong Ordinary shares 100 Trading of consumer
Co., Limited HK:2 electrome products
A0 O 1 TS T PR 2% ) _
Skyworth Macao Commercial Macau Ordinary shares 100) Research and
Offshore Company Limited MOPS 100,000 development
Wintorm Inc British Virgin Ordinary share 10 Property holding
Islands/ USs1
Hong Kong
Mote:
(a) The subsidiary is a sino-foreign equity joint venture regisiered in the PRC.

(b) The subsidianes are wholly foreign owned enterpnses registered in the PRC.

(c) The Company directly holds the entire interest in Skyworth Digital Group Limited. The interests of all
other companies are indirectly held by the Company.

(d) The non-voting deferred shares carry  practically no rights to dividends nor receive notice of nor to
attend or vole at anv general meeting of the relevant company nor o participate in any distribution on

winding up.

Nong of the subsidiares had any debi sccuritics outstanding at 31 March 2003 orat any time during the vear
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