Net assets disposed of:

Club debentures

Trade and other receivables
Inventories

Bank balances and cash
Trade and other payables
Bank overdraft

Minority interests

Net (liabilities) assets

Translation reserve realised on disposal
Goodwill realised on disposal

Net gain (loss) on disposal of subsidiaries

Satisfied by:

Cash consideration

Analysis of net (outflow) inflow of cash
and cash equivalents in connection
with the disposal of subsidiaries:

Cash consideration received
Bank balances and cash disposed of
Bank overdraft disposed of

Net (outflow) inflow of cash and cash
equivalents in connection with
the disposal of subsidiaries

The subsidiaries disposed of did not have any significant impact
on the Group’s cash flows, turnover and operating results.
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During the period ended 31st December, 2003:

(a) The share capital, share premium and contributed surplus
amounting to HKS$567,494,000 in aggregate had been
reduced and transferred to the deficit of the Group pursuant

to the Restructuring.

(b) Pursuant to the Restructuring, Million Point subscribed for
170,000,000 ordinary shares of HK$0.01 each, at an issue
price of approximately HK$0.1059 per share at total
consideration of approximately HK$18 million, of which
approximately HK$2.9 million were satisfied by the
assignment of the loan by Oriental Ford Finance Limited, a
wholly-owned subsidiary of the Chinese Estates, to the
Group.

(c) The debts owed to the convertible bond holders and certain
creditors were settled partially by ordinary shares of
470,628,426 at HK$0.01 each, credited as fully paid, which
are deemed to be issued at the balance sheet.

(d) The net advances from Koga were settled partly by
ordinary shares of 37,987,988 at HK$0.01 each which are
deemed to be issued at the balance sheet date under the
Settlement Deed.

During the year ended 31st March, 2003:

(a) Nominal value in aggregate of convertible bonds of HK$7
million was converted into ordinary shares of the
Company, resulting in the issue of 194,444,443 (equivalent
to 1,944,444 shares after share consolidation in the period)
ordinary shares of HK$0.01 each in the Company.

(b) The Company issued HK$158 million non-interest bearing
convertible bonds at a discount of 5% to settle the
consideration in relation to the acquisition of certain

subsidiaries.
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The Group as lessee

Minimum lease payments paid under
operating leases during the period/year

A R

At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable operating leases
which fall due as follows:

—ER

Within one year
In the second to fifth year inclusive

Operating lease payments represent rentals payable by the Group
for certain of its office premises. Leases are negotiated for an
average term ranging from two to three years and rentals are
fixed for an average of three years.

The Group as lessor

Energy saving machine rental income earned during the period
was HK$152,000 (1.4.2002 to 31.3.2003: HK$551,000). At the
balance sheet date, no future minimum lease payment contracted
by the Group with lessees can be quantified as the lease
arrangement was made on the basis of energy saving level.

Property rental income earned during the period was
HK$2,234,000 (1.4.2002 to 31.3.2003: HKS$3,478,000) with a
rental yields of approximately 2.1%. All of the properties held
have committed tenants for the next three years.
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The Group as lessor (cont’d)

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

REE (LULHEAEG ) (F)

AFEEH - AEEEHFERTAHENC Hik
AR FEAN T -

THE GROUP
AEH
31.12.2003 31.3.2003
HK$°000 HK$°000
FET T
Within one year —HN 2,195 1,413
In the second to fifth year inclusive BOEELE (EAERREEA ) 1,464 752
3,659 2,165
THE GROUP THE COMPANY
AEE ¥ /NG
31.12.2003 31.3.2003 31.12.2003 31.3.2003
HK$’000 HK$°000 HK$’000 HK$’000
FET T FET T
Guarantees given to banks and Mg TR A2
financial institutions in respect (EEEC AT
of credit facilities extended to YT RV Bt
subsidiaries TR HE R - - - 683

At 31st December, 2003, the Group’s investment property
amounting to HK$70,800,000 (31.3.2003: HK$97,900,000) was
pledged for certain loan facilities provided by a fellow subsidiary
of the Group.

In addition, at 31st December, 2003, the Group’s investment
praperties of HK$107,100,000 (31.3.2003: HK$135,400,000) and
the rights and benefits to the existing and future leases in respect
of those properties were pledged for the convertible bonds due
2006 of the Group. The pledge and assignment of such rights
and benefits in favour of convertible bondholders were released
upon the settlement of convertible bonds, which became
unconditional before the balance sheet date. The releases were
executed subsequent to 31st December, 2003.
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In addition, at 31st March, 2003, investment in securities
amounting to HKS$6,600,000 were pledged for other loan
facilities granted to the Group.

The Group operates defined contribution schemes for all eligible
employees. The assets of the schemes 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 those schemes by
the Group for the period.

The total cost charged to consolidated income statement of
HK$24,000 (1.4.2002 to 31.3.2003: HK$302,000) represents
contributions payable to these schemes by the Group for the
period.

(I) Transactions
During the period ended 31st December, 2003:

(a) The Group paid interest of approximately HK$133,000 to
Oriental Ford Finance Limited, a fellow subsidiary of the
Group since 21st November, 2003. These interests were
charged at prevailing market rates based on outstanding
balances during the period.

(b) Koga charged interest of approximately HK$988,000
(1.4.2002 to 31.3.2003: HK$4,841,000) to the Group.
These interests were charged at prevailing market rates
based on outstanding balance during the period.

(¢) The Group also sold goods of approximately HK$123,000
to Legend Power UK Plc., an associate of the Group.
These transactions were carried out at cost plus a
percentage of profit mark-up.

(d) The Group paid management fee of approximately
HK$78,000 to Chase Master Company Limited, a fellow
subsidiary of the Group since 21st November, 2003, as
manager and leasing agent of certain investment properties
held by the Group.
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(e)
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Transactions (cont’d)

The Company is deemed to issue 37,987,988 ordinary
shares of HK$0.01 each together with a cash payment of
approximately HK$0.38 million and the grant of a call
option to Koga to settle in full its claim against the Group
under the Settlement Deed as detailed in note 31.

The Company is deemed to issue 62,899,924 ordinary
shares of HK$0.01 each together with a cash payment of
approximately HK$0.63 million to Hutchison International
Limited, a fellow subsidiary of Koga, as settlement of
convertible bonds under the Restructuring.

Pursuant to the Restructuring during the period, Chinese
Estates became the holding company of the Group and the
loans granted by its wholly-owned subsidiary is classified
as borrowings from a fellow subsidiary at 31st December,
2003. The amounts carried interests at market rates.
Pursuant to an agreement dated 4th September, 2003, the
repayment schedules of the loans have been revised.

During the year ended 31st March, 2003:

(a)

(b)

The Group paid legal and professional fees totalling
HK$500,000 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 during
that year, is a partner of the firm. Mr. Lai Hin Wing,
Henry resigned as director of the Company during the year
ended 31st March, 2003.

The Group sold goods totalling HK$55,000 to Legend
Power System Inc., an associate of the Group. These
transactions were carried out at cost plus a percentage of
profit mark-up.

(IT) Balances

Details of balances with related parties as at the balance sheet
date are set out in the balance sheets and in notes 27, 28, 31 and

32.

(IIT) Others

Details of pledged assets given by the Group to a related party
are set out in note 45.
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Details of the Company’s principal subsidiaries at 31st
December, 2003 are as follows:

Nominal

value of issued

RAFEERBAAN - BR =+ A=
- H 2 BT

Attributable

proportion of

nominal value of

and fully issued share capital
paid ordinary held by the Company
Place of share capital KA B FRHEF
Name of subsidiary incorporation EBITRHEE E#{TEXA  Principal activities
FtEBA R R PR ILHBEL L@ A CEE HEELEE FEEH
Directly Indirectly
Hi% e
Boria Enterprises Limited Hong Kong HKS$20 = 100%  Property investment
K ESEAIRAFE & 20 #&JT LUE SR
Gold Concept Limited Hong Kong HKS$2 = 100%  Property investment
BEAEIRAHE ik 2 7T VA
Great King Limited Hong Kong HKS$2 = 100%  Property investment
FAE AR Rl 2 T LUESia
Jenyear Investments Limited British Virgin Islands USS$1 = 100%  Investment holding
TR 1 %5t Eaell
Legend Power Ltd. British Virgin Islands US$2,000 = 50%*  Investment holding
PBHER RS 2,000 37T Eaec)iid
Superkey Development Limited Hong Kong HK$2 = 100%  Property investment
R A IR F] ik 2 T LUE S

Pursuant to a supplemental agreement entered into between the
Group and the other shareholder of Legend Power Ltd. dated 5th
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 affects the results or
assets of the Group. To give details of other subsidiaries would,
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 period or at any time during the period.

< ARAEA % E I Legend Power Ltd. ik R
—EEREF_AEATIZHABE A
GEBEREIBRRREGZARE - Bt
Legend Power Ltd. R Ft/& 2 3) 51 & A 3]
2 fit B axa) e

FiTA _E S a2 R i
BRI ERE R LR B A RS
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| RTR SIS 2 R S Ry BT P A T RS
BEA TR R R 3% -
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Details of the Group’s principal associate which is held indirectly
by the Company at 31st December, 2003 are as follows:

Form of Place of
Name of associate business structure incorporation
BENT) B EpagErl PRSIt Eh
Legend Power System Inc. Incorporated Canada

EERils A JIIEwN

Legend Power System Inc. operates in Canada.

The above table lists the principle associate of the Group. In the
opinion of the directors, to give details of other associates would
result in particulars of excessive length.

Details of the Group’s principal jointly controlled entity which is
held indirectly by the Company at 31st December, 2003 are as
follows:

Name of jointly Form of Place of
controlled entity business structure incorporation
HEERIEIEEE EpraEr PRI Eh
Top Grade Assets Limited Incorporated British Virgin
T EAT Islands
P BHEE RS

The above jointly controlled entity operates in the PRC.

The above table lists the jointly controlled entity of the Group
which, in the opinion of the directors, principally affects the
results of the period 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.
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(a)

(®)

(c)

(d)

(e)

()

(2

On 21st January, 2004, 470,628,426 ordinary shares of
HKS$0.01 each are issued to convertible bondholders and
creditors upon the completion of the Restructuring.

Payment of approximately HK$0.38 million in cash on 21st
January, 2004 and allotment of 37,987,988 ordinary shares
of HK$0.01 each were made to Koga on 2nd February,
2004 upon the completion of the Settlement Deed.

The charge on investment properties and assignment of the
rights and benefits to the existing and future leases in
respect of those pledged investment properties in favour of
convertible bondholders are released on 21st January, 2004
upon the completion of the Restructuring.

Pursuant to a resolution passed at the special general
meeting on 13th October, 2003, the total credit in the share
premium accounts amounted to HK$16,300,000 arising
from the subscription of shares by Million Point under the
Restructuring has been credited to the contributed surplus
accounts to set-off the deficit of the Company has been
effective on 20th February, 2004.

In February 2004, the other investments held by the Group
have been disposed of at the carrying value at 31st
December, 2003.

On 14th January, 2004, a winding up order was issued
against Universe Dragon Limited (‘“UDL’’), a non
wholly-owned subsidiary of the Company, following the
judgment of aggregate claims of approximately HK$1.3
million againt UDL and liquidation process has
commenced. Full provision of the claims has been made in
the financial statements of the Group. In the opinion of the
directors of the Company, the liquidation of UDL would
not have any adverse financial impact on the Group.

On 12th March, 2004, Universe Dragon Engineering
Limited (‘“‘UDEL’’), a non wholly-owned subsidiary of the
Company, has received leave to enter judgment from the
District Court of Hong Kong Special Administative Region
for a claim of approximately HKS$0.2 million. Full
provision of the claim has been made in the financial
statements of the Group and in the opinion of the directors
of the Company, there would not be any adverse financial
impact on the Group.
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