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PRINCIPAL ACTIVITIES

The Company and its subsidiaries (hereinafter
referred to as the “Group”) are principally
engaged in the manufacture and sale of
watches and clocks, liquid crystal displays,
printed circuit boards, cable television
equipment and other high-tech electronic
products in the People’s Republic of China
(the “PRC”). During the year, the Group
discontinued the catering and entertainment
businesses operated in previous years.

BASIS OF PREPARATION

These consolidated financial statements have
been prepared in accordance with International
Financial Reporting Standards (“IFRS”) under
the historical cost convention as modified by
the revaluation of property, plant and
equipment, non-current investments and
trading investments. The accounting policies
and bases adopted in the preparation of these
financial statements differ from those used in
the statutory accounts of the Group which are
prepared in accordance with generally
accepted accounting principles and relevant
financial regulations in the PRC (“PRC GAAP”).
The differences arising from the restatement
of the results of operations for compliance with
IFRS, if any, are adjusted in these financial
statements but will not be taken up in the
accounting books of the Group.

The preparation of financial statements in
conformity with generally accepted accounting
principles requires the use of estimates and
assumptions that affect the reported amounts
of assets and liabilities and disclosure of
contingent assets and liabilities at the date of
the financial statements and the reported
amounts of revenues and expenses during the
reporting period. Although these estimates are
based on management’s best knowledge of
current event and actions, actual results
ultimately may differ from those estimates.
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PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in
the preparation of these consolidated financial
statements are set out below:

(a)

(b)

Basis of consolidation

The consolidated financial statements
include the financial statements of the
Company and its subsidiaries. All
significant intra-group balances,
transactions and unrealised gains and
losses on transactions between group
companies have been eliminated on
consolidation; unrealised losses are also
eliminated unless cost cannot be
recovered. Where necessary, accounting
policies for subsidiaries have been
changed to ensure consistency with the
policies adopted by the Group. Minority
interests represent the proportion of the
results and net assets of subsidiaries not
attributable to the Group and the equity
and net income attributable to minority
shareholders’ interests are shown
separately in the consolidated balance
sheet and consolidated profit and loss
account.

Subsidiaries and associates

A subsidiary is an entity in which the
Group has an interest of more than one
half of the voting rights or otherwise has
the power to govern the financial and
operating policies of the entity so as to
obtain benefits from its activities.
Subsidiaries are consolidated from the
date on which effective control is
transferred to the Group and are no
longer consolidated from the date that
control ceases.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(b)

Subsidiaries and associates (continued)
An associate is a company, not being a
subsidiary, over which the Group
generally has between 20% and 50% of
the voting rights, or over which the
Group has significant influence, but
which it does not control.

In the financial statements of the
Company, investments in subsidiaries
and associates are accounted for using
the equity method. Equity accounting
involves recognising in the profit and loss
account the Company’s share of
subsidiaries and associates profits or
losses for the year.

The consolidated profit and loss account
of the Group includes the Group’s share
of the associates’ profits and losses for
the year. The consolidated balance sheet
includes the Group’s share of the net
assets of the associates, and includes
goodwill on the acquisition less
accumulated amortisation and
accumulated impairment losses.

Equity accounting is discontinued when
the carrying amount of the investment
in an associated undertaking reaches
zero, unless the Group has incurred
obligations or guaranteed obligations in
respect of the associated undertaking.

An assessment of investments in
subsidiaries and associates is performed
when there is an indication that the asset
has been impaired or the impairment
losses recognised in prior years no
longer exist.

NI



Bt 7 R & M &F
Notes to the Financial Statements

3.

TESHBE (&)

(c)

RNV L i RN
AHEER RET T E R REHR
BEERXIIK - EEKABHE
BABRSEERNEER
BIEARAMEMELENE
ERBER Y% BB &R
IR AEEROFE S flLn
M R BE S — RGN
XA ABRERA-E
RERA T AR G RE R S AT S AN
ARERBRADE BE K
AR Y A ek B 5% F B
NXARERMEREBEED
BRSMB 7R o

3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(c)

Property, plant and equipment
Property, plant and equipment are stated
at cost or valuation less accumulated
depreciation and accumulated
impairment losses. The cost of an asset
comprises its purchase price and any
directly attributable costs of bringing the
asset to its working condition and
location for its intended use. Expenditure
incurred after the property, plant and
equipment have been put into operation,
such as repairs and maintenance and
overhaul costs, is normally charged to
the profit and loss account in the period
in which it is incurred. In situations where
it can be clearly demonstrated that the
expenditure has resulted in an increase
in the future economic benefits expected
to be obtained from the use of the
property, plant and equipment, the
expenditure is capitalised as an
additional cost of the assets.

CATIC SHENZHEN HOLDINGS LIMITED 77 ANNUAL REPORT 2003



Bt 7 R & M =F
Notes to the Financial Statements

3.

(c)

TESHBE (&)

ME-BERRE ()

M- BRE K EEHES
VAR EE - 3 i/ N R DRI
—ETEF+-A=+—H
MARMSERKEENKA
BAKEBE - REREFED
FEZHEAN EEREY
¥ BERERBZREE
REEEHRELEE (LR,
A EAEEEMEEE 3
RO EERT SR INE
ERBEREGRERSKEE-
B BNEERMSEN
BB SCHRRE—EESE
ﬁﬁﬂ%M%“%éﬂ%
ML BERESEHER-
ARBAENEB X EMGERE
BRANEEVIRERERA
ERNSEARPRENRS
)Eﬁo

ME WERERETEEN
B EfAFHRERRE MG A
ERFRABRAGTIR T
BEEEEZBETAEASF
BR4AT :

F 20% 354
RERKEE  5E10EF
BT H 5864
EEEREESNEERE
i%ﬁﬁ 157 BN & &= H 78 Hf
------- BHE-

sEH (S RY M=

3.

)

PRINCIPAL ACCOUNTING POLICIES
(continued)

(c)

5 R

Property, plant and equipment
(continued)

Independent valuations are performed
periodically. The latest valuation
performed by the Group on buildings
were revalued on an open market value
basis, while other property, plant and
equipment were revalued on a
replacement cost basis, at 31st
December, 2002. In the intervening
period, the directors review the carrying
value of the property, plant and
equipment and adjustment is made
where in the directors’ opinion there has
been a material change in value.
Increases in valuation are credited to
revaluation reserve. Decreases in
valuation are first offset against increases
on earlier valuations in respect of the
same property, plant and equipment and
are thereafter debited to operating profit.
Any subsequent increases are credited
to operating profit up to the amount
previously debited.

Depreciation of property, plant and
equipment is provided using the straight-
line method over their estimated useful
lives, after deducting the estimated
residual value. The estimated useful lives
are as follows:

Buildings 20 to 35 years
Equipment and 5 to 10 years
machinery

Motor vehicles 5 to 6 years
Where the carrying amount of an asset
is greater than its estimated recoverable
amount, it is written down immediately
to its recoverable amount.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(c)

(d)

Property, plant and equipment
(continued)

Gains and losses on disposals are
determined by comparing proceeds with
carrying amount and are included in
operating profit. On disposal of revalued
assets, the revaluation amounts are
transferred to retained earnings.

Investment properties

Investment properties, principally
comprising office buildings, are held for
long-term rental yields and are not
occupied by the Group. Investment
properties are treated as long-term
investments and are carried at cost less
accumulated depreciation and
accumulated impairment losses, if any.

Depreciation is provided using the
straight-line method to write off the cost
of the investment properties over their
estimated useful lives of 20-35 years.
Where the carrying amount of an
investment property is greater than its
estimated recoverable amount, it is
written down immediately to its
recoverable amount.

The cost of maintenance, repairs and
minor equipment is charged to the profit
and loss account as incurred; the cost
of major renovations and improvements
is capitalised. The profit or loss on
disposal of an investment property is the
difference between the net sales
proceeds and the carrying amount of the
investment property and is recognised
in the profit and loss account.
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PRINCIPAL ACCOUNTING POLICIES
(continued)

(e)

(f)

(9)

Leasehold land payments

Leasehold land payments are up-front
payments to acquire long-term interests
in land. These payments are stated at
cost and amortised over the remaining
period of the leases on a straight-line
basis.

Construction-in-progress
Construction-in-progress represents
plant, staff quarters and other property,
machinery and equipment under
construction and is stated at cost. This
includes the costs of construction, the
costs of plant and machinery, and
interest charges arising from borrowings
used to finance these assets during the
period of construction or installation and
testing. All other borrowing costs are
expensed. When the assets concerned
are brought into use, the costs are
transferred to property, plant and
equipment and depreciated in
accordance with the policy as stated
above.

Impairment of long lived assets
Property, plant and equipment and other
non-current assets are reviewed for
impairment losses whenever events or
changes in circumstances indicate that
the carrying amount may not be
recoverable. An impairment loss is
recognised for the amount by which the
carrying amount of the asset exceeds
its recoverable amount which is the
higher of an asset’s net selling price and
value in use. For the purpose of
assessing impairment, assets are
grouped at the lowest level for which
there are separately identifiable cash
flows.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(h)

Investments

The Group classified its investments into
the following categories: held-to-
maturity, available-for-sale and trading.

Investments with fixed maturity that the
management has the intent and ability
to hold to maturity are classified as held-
to-maturity and are included in non-
current assets. During the year the
Group did not hold any investment in
this category.

Investments intended to be held for an
indefinite period of time, which may be
sold in response to needs for liquidity
or changes in interest rates, are
categorised as available-for-sale and are
classified as non-current investments;
these are included in non-current assets
unless management has the express
intention of holding the investment for
less than twelve months from the
balance sheet date or unless they will
need to be sold to raise operating
capital, in which case they are included
in current assets. Management
determines the appropriate classification
of its investments at the time of the
purchase and re-evaluates such
designation on a regular basis.

Investments that are acquired principally
for the purpose of generating a profit
from short-term fluctuations in price are
classified as trading investments and
included in current assets.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(h)

Investments (continued)

All purchases and sales of investments
are recognised on the trade date, which
is the date that the Group commits to
purchase or sell the asset. Cost of
purchase includes transaction costs.
Trading and non-current investments are
subsequently carried at fair value.

Non-current investments where an active
market exist, are measured at their fair
values. Those that do not have a quoted
market price in an active market and
whose fair value cannot be reliably
measured are measured at amortised
cost using the effective interest rate
method if they have a fixed maturity, or
are measured at cost if they do not have
a fixed maturity. Impairment of the
investments is assessed at each balance
sheet date. Unrealised gains and losses
arising from changes in the fair value of
non-current investments are recognised
in equity. Where non-current investments
are sold or impaired, the accumulated
fair value adjustments are included in
the profit and loss account as gains and
losses from investments.

Realised and unrealised gains and losses
arising from changes in the fair value of
trading investments are included in the
profit and loss account in the period in
which they arise.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

U

1)

Inventories

Inventories are stated at the lower of
cost and net realisable value. Cost is
calculated on the weighted average
method. The costs of work-in-progress
and finished goods comprise direct
materials, direct labour and an
attributable portion of production
overheads. Net realisable value is the
estimated selling price in the ordinary
course of business, less the costs of
completion and selling expenses.
Provision is made for obsolete or slow
moving inventories when appropriate.

Trade receivables

Trade receivables are carried at original
invoiced amount less provision made for
impairment of these receivables. A
provision for impairment of trade
receivables is established when there is
an objective evidence that the Group will
not be able to collect all amounts due
according to the original terms of
receivables. Bad debts are written off
when identified.
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)

PRINCIPAL ACCOUNTING POLICIES
(continued)

(k)

5 R

Foreign currency translation

The Group companies maintain their
books and records in Renminbi (“RMB”).
Transactions denominated in currencies
other than RMB are translated into RMB
at the applicable rates of exchange,
stipulated by the People’s Bank of China
(“PBOC”) prevailing at the dates of the
transactions. Monetary assets and
liabilities denominated in other currencies
are translated into RMB at the applicable
exchange rates prevailing at the balance
sheet dates. Gains and losses resulting
from such transactions and from the
translation of monetary assets and
liabilities denominated in currencies other
than RMB are recognised in the
consolidated profit and loss account.
Exchange differences that are
attributable to the translation of
borrowings denominated in other
currencies for the purpose of financing
the construction or purchase of property,
plant and equipment for the period prior
to their being in a condition to enter into
service, are included in the costs of the
related construction-in-progress and
property, plant and equipment.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

U

Taxation

The Group companies provide for
taxation on the basis of their statutory
profits for financial reporting purposes,
adjusted for income and expense items
which are not assessable or deductible
for income tax purposes after
considering all available tax benefits.
Taxation of the Group is based on the
relevant tax laws and regulations
applicable to enterprises established in
the PRC.

Deferred taxation is provided in full, using
the liability method, on temporary
differences arising between the tax
bases of assets and liabilities and their
carrying amounts in the financial
statements. The tax base of an asset or
liability is the amount attributed to that
asset or liability for tax purpose. Deferred
tax assets are recognised to the extent
that it is probable that future taxable
profits will be available against which the
deferred tax asset can be utilised.

Tax rates enacted or substantively
enacted by the balance sheet date are
used to determine deferred taxation.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(m)

Retirement benefit costs

The Group participates in the retirement
insurance and medical insurance
scheme orgainsed by Shenzhen
Municipal Social Security Administration
Bureau (“SMSSAB”). Pursuant to the
relevant provisions, the Group is required
to make monthly contributions in respect
of the above insurance scheme to
SMSSAB based on the monthly salaries
of its employees. The Group’s
contributions under the scheme are
charged to the profit and loss account
as incurred. Apart from the above
monthly contributions, the Group does
not have other significant commitments
to benefits of its employees.

Pursuant to the above social insurance
scheme, SMSSAB undertakes to
assume the retirement benefit obligations
of existing and future retired employees
of the Group.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(n)

(o)

Research and development
Research expenditure is recognised as
an expense as incurred. Cost incurred
on development projects (relating to the
design and testing of new or improved
products) are recognised as intangible
assets to the extent that such
expenditure is expected to generate
future economic benefits. Other
development expenditures are
recognised as an expense as incurred.
Development costs previously
recognised as an expense are not
recognised as an asset in a subsequent
period. Development costs that have
been capitalised are amortised from the
commencement of the commercial
production of the product on a straight-
line basis over the period of its expected
benefit. The amortisation periods
adopted do not exceed five years.

Leases

Leases where a significant portion of the
risks and rewards of ownership are
retained by the lessors are classified as
operating leases. Operating lease
income and expenses are credited and
charged to the profit and loss account
on a straight-line basis over the period
of the lease respectively.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(p)

(a)

r T =58 3 RUTHEXRBRH B R

Revenue recognition

(i) Sales of goods
Sales of goods are recognised on
the transfer of risks and rewards
of ownership, which generally
concides with the time when the
goods are delivered to customers
and the title has been passed.

(ii) Interest income
Interest income from bank
deposits is recognised on a time
proportion basis, taking into
account the principal amounts
outstanding and the interest rates
applicable.

(i) Dividend income
Dividend income is recognised
when the right to receive payment
is established.

Government grants

Grants from the government are
recognised at their fair value where there
is a reasonable assurance that the grant
will be received and the Group will
comply with all attached conditions.

Government grants relating to costs are
deferred and recognised in the profit and
loss account over the period necessary
to match them with the costs they are
intended to compensate.

Government grants relating to the
purchase of property, plant and
equipment are included in non-current
liabilities as other liabilities and are
credited to the profit and loss account
on a straight-line basis over the
expected lives of the related assets.

NI
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3.

TESHBE (&) 3.

(r)

EXBERIHBESR 4.
EERBREEBRANRIBETM
HENMM RN FR - AEBN D
MER DT

PRINCIPAL ACCOUNTING POLICIES

(continued)

CRMEEENER (r)
FREEAGBRZEREE
ErcREaERRBRER
RITER-RE EBRENR:
FAE A R AR AN A
H b B R AT EBR R TE 1R
ER HMEMNZ HEME
Ko BAKE R EWERERRE
1% BT 5E 3(h) AN 3() &Y & Bl 2B E
FENBREESR - Efte
BMEEMSE B UK
EEO

AEBENEHEEENT A
HMEBENKREFLEME
35°

Financial assets and liabilities
Financial assets and financial liabilities
carried on the balance sheet include
cash and bank balances, investments,
designated deposits, trade receivables,
balances with related companies,
prepayments and other receivables,
trade payables, accruals and other
payables, and borrowings. Investments
and trade receivables are stated at
carrying amounts determined in
accordance with Notes 3(h) and 3(j)
respectively. Other financial assets and
financial liabilities are stated at cost.

Disclosures about financial assets and
financial liabilities of the Group are
provided in Note 35.

TURNOVER AND SEGMENTAL INFORMATION

Turnover represents gross sales of goods less
value added tax and discounts. An analysis of
the Group’s segmental information is as

(@ EBETHEIWHEERA

follows:

(a) Sales by principal market

—EE=F CZETT-F

2003 2002

AR¥FrT ARKFT

RMB’000 RMB’000

HR R A Mainland China 870,607 554,680
BB Hong Kong 81,921 109,117
(S Europe and America 206,416 130,264
R South-east Asia 8,355 39,285
Hth Others 13,710 2,855
1,181,009 836,201

CATIC SHENZHEN HOLDINGS LIMITED
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4. EXHERIFER (&) 4. TURNOVER AND SEGMENTAL INFORMATION
(continued)
(b) BEKED (b) Business segments
BRRETRER DRERRER
BRER Liquid crystal Printed circuit
Clocks and watches displays boards
“BRZE “TTCF C“BBIE -TTCF BB -“TTCF
2003 . 2002 2003 / 2002 2003 / 2002
ARETR ARETT AREFrn ARETT ARETR AREFRL
RMB’000 RMB'000  RMB’000  RMB’000  RMB’000  RMB’000
EXH Turnover 208,308 151,524 633,780 327,574 271,449 216,129
"‘?%‘%ﬂ/(&?ﬁ) Results
BXBANNLERE Segment result (24,336)  (92,073) 73875 14480 33581 22,014
HER FEERET Gain on sale of
discontinuing operations 771 - - - - -
EpgelA Other operating income 883 650 8,177 - - -
EBEER Other operating expenses (403) - - (60,000) - -
Hi A Other revenues 2035 22312 4,767 3,997 3,280 11,041
6,277 (69,111) 86,819 (41,528) 36,861 33,095
o (BR) /A Finance (costs)/income 554 (428)  (18,760)  (11,887) 724 1,061
BEBEAR ER Share of results of associates - 319 - - - 5
BB (i) /B4 Taxation (charge)/credit (859) 5314 (11,216) 8,861 (6,180)  (5,364)
SRR ER Minority interests (2,083) 32918  (22,823) 17,886 (1,570)  (1,437)
RREGER/ (F8B) Profit/(loss) attributable
to shareholders 3,889 (30,988) 34,020 (26,663) 29,835 27,315
Bt ER Other information
BEXBUINEE Segment assets 602,976 563,117 1,174,279 1,001,135 394,018 368,558
EBENFHRE Investments in associates - 2,798 - - - -
BEE Total assets 602,976 565,915 1,174,279 1,001,135 394,018 368,558
a8k Total liabilities 11,132 61,908 501,930 385,628 80,871 66,817
AR Capital expenditure 71,961 52,108 102,744 323,085 78,012 60,812
FRECER Non-cash expenses
~EEEERZA - Depreciation of property,
nENE plant and equipment,
and investment
investment properties 12,000 12,082 23,284 23,286 45,619 40,142
-RELHTE - Amortisation of leasehold
g land payments 461 494 518 302 - -
N - Provision for receivables 7,910 27,301 (11,977) 73,368 315 1,036
-REFEER - Provision for inventory
obsolescence (425) 47,195 3,418 4,663 (111) (55)
-BEAERE - Impairment charge of
Ef property, plant and
equipment - 3,750 - - - -

L]
]
I
-

3

O0) #uismexmssmr2a



Bt 7 R & M &F
Notes to the Financial Statements

CEX VRS LR BEAREEEY EREH AEAWER
Cable television Moulds and Catering and Unallocated @
equipment plastic casings entertainment corporate items Total
Z88-F “FP-F C"88-F “TT_F C-B8-F "FR-F "88-F "FT_F "8=f "FT-
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
ARBTFR ARETT ARBTR ARETT ARBTRT ARBTT ARETR ARETT ARBTR ARETT
RMB’000 RMB'000 RMB’000  RMB'000  RMB’000  RMB000  RMB’000  RMB'000 RMB’000  RMB’000
27,026 30,028 35,388 56,229 5,063 54,117 - - 1,181,009 836,201
(2,933) (4,59) (1,087) (3,577) (684) (6,712)  (22,626)  (20,117) 55,790 (90,278)
- - - - - - - - 71 -
1,945 - - - - - 718 - 11,723 1,102
- - - - - - - - (403)  (60,000)
- 527 1,392 1,409 - 262 - - 38,795 39,794
(988) (4,068) 305 (2,168) (684) (6,450)  (21,908)  (20,117) 106,682  (109,382)
(849) (897) (819) (r71) (1) (29) (368) (939)  (19,519) (13,890
- - - - - - 228 (86) 228 233
- - 9) (136) - - 1,256 1,259 (17,008) 9,934
735 1,986 134 784 - 420 - - (25,607) 52,657
(1,102) (2,979) (389) (2,291) (685) (5,059)  (20,792)  (19,883) 44,776 (60,548)
35,300 36,877 41,842 48177 - 27,500 184,335 245914 2,432,750 2,291,278
- - 2,053 2,053 - - 26,849 26,767 28,902 31,618
35,300 36,877 43,895 50,230 - 27,500 211,184 272,681 2,461,652 2,322,896
19,676 29,850 21,463 27,276 - 17,718 13,138 57,645 714,810 646,837
501 481 49 4,681 - 4,376 13 - 253,280 445,543
1,107 2,798 2,759 2,646 237 7,599 6,917 2,166 91,923 90,719
- - - - - - - - 979 796
316 (120) (212) 311 - - - - (3,648) 101,896
106 (1,629) (400) 3,085 - - - - 2,588 53,259
- - - 382 - - - - - 4,132
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4.

(b)

EXERIBEN (&)

BEKED (F)
AEBERENEEMFER
TRXBOBWMT:
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4. TURNOVER AND SEGMENTAL INFORMATION
(continued)

(b)

Business segments (continued)

The Group is principally engaged in the
manufacturing and sales activities
through the following major business
segments:

o Clocks and watches -
manufacture and sales of
mechanical and quartz timepieces;

° Electronic products — manufacture
and sales of liquid crystal displays,
printed circuit boards and cable
television equipment;

o Moulds — manufacture and sales
of plastic moulds and plastic
products;

o Catering and entertainment -

operation of restaurants which
was discontinued in 2003 (Note 5).

There were no sales or other
transactions between the business
segments. Segment assets consist
primarily of property, plant and
equipment, investment properties,
leasehold land payments, inventories,
receivables and operating cash, and
exclude investments in associates.
Segment liabilities comprise operating
liabilities and exclude minority interests.
Capital expenditure mainly comprises
additions to property, plant and
equipment (Note 15), investment
properties (Note 16), construction-in-
progress (Note 17) and leasehold land
payments (Note 18).

All assets and operations of the Group
are located in the PRC, which is
considered as one geographic location
in an economic environment with similar
risks and returns.

A 7
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ribge

AEBZHBRARRIIREE (£
B)BRHARAR ([MEE]) R
—EE=F=A+RHBAHEMRE
EHERRIRBER DI -2 ET
DEBEALRMERIRLEE
RARRIITHAPMRKBEEESRA
B ESEMUMARKBEERA
&) @I AP KB E B R A B
EEEMUPKXBEER QRS
IR —EE=FMA=+HM=
EEZ=FN\A=-+HHE AL
SPMIREFERRAFER_ZEZE
—FRFILEREFE FRFPRE
HEMRKB AR BRES
ERIKRIERES R HHE K&
EBENBERELFEENT:

DISCONTINUING OPERATION

On 15th March, 2003, Shenzhen Fiyta Holdings
Limited (“Fiyta”), a subsidiary of the Group,
publicly announced its intention to sell the
catering and entertainment segment. This
segment was composed of Xian Haomen Food
& Recreation City Co., Ltd., Shenzhen
Pengmen Restaurant Co., Ltd. and Shanghai
Tian Lin Xianmen Restaurant Co., Ltd..
Shenzhen Pengmen Restaurant Co., Ltd. and
Shanghai Tian Lin Xianmen Restaurant Co.,
Ltd. were sold on 30th April, 2003 and 26th
August, 2003 respectively. Xian Haomen Food
& Recreation City Co., Ltd. has suspended its
operation in 2003. The above two subsidiaries
sold during the year are reported in the
financial statements as a discontinuing
operation. The sales, results, cash flows and
net assets were as follows:

—BE=HF —ZTT_F

2003 2002

AR¥FrT ARYTFI

RMB’000 RMB’000

H & WA Sales 5,063 19,524
G N Operating costs (5,747) (23,947)
EEER Loss from operations (684) (4,423)
M58 R Finance costs (1) ()
B H RIS 18 Loss before tax (685) (4,425)
Frig it Taxation - -
1% B 18 Loss after taxation (685) (4,425)
LM MA Net operating cash flows (1,848) 377
AREEZRERE Net investing cash flows - (11)
WEMARET Total cash flows (1,848) 366
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RIEEE (&)

5. DISCONTINUING OPERATION (continued)

Bk

—ET=F

EIFHEHR +-A=+—8”

At At

disposal 31st December

dates 2002

AREFT AREFr

RMB’000 RMB’000

TEE Fixed assets 2,023 2,607
REEE Current assets - 2,746
BEE Total assets 2,023 5,353
BAER Total liabilities - (877)
FEE Net assets 2,023 4,476

e I E T

The gain on disposal was determined as

follows:
AR TFT
RMB’000
HEER Proceeds from sales 2,800
HEFEE Net assets sold (2,023)
& i A Gain on disposal 777

HEZRERAFEFEDT:

The net cash inflow on sale is determined as

follows:
AR FT
RMB’000
& B Proceeds from sales 2,800
BHENBARIZEER Less: Cash and cash equivalents
REFEY in subsidiaries sold -
HEZRERAFRE Net cash inflow on sale 2,800

ez =58 94 my o me
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BEERBHRRIEBERRKIZZ
rERHEEMMHAEER EE
BiAF IR A B AR B8 1 SH IR IR B B
ER BB IR E N A E B - % T
BEEBRENR-_TT=F—HA—
BRI

6. HfbWA OTHER REVENUES
—BRZH _—ZTT_F
2003 2002
AR¥TrT ARKEFIT
RMB’000 RMB’000
KEMEZKLHEEWA  Operating lease rental
income in respect of
investment properties 16,247 15,677
iR E A Income from maintenance
of timepieces 513 1,748
BEFRERE K= Investment income from
designated deposits 10,000 -
BT # BE W A (Kt aa) Government subsidies (Note a) 9,177 —
EER R A (K iEb) Value added tax special income
(Note b) - 20,317
H Others 2,858 2,052
38,795 39,794
Wi & - Notes:
(a) AN G - AN B AU B BT A (a) During the year, the Group received an aggregate
B U AT A R%9,177,0007T 1E & amount of RMB9,177,000 from the local
EX B EE Bl A B government as an encouragement for product
innovation and improvements.
(b) RIEBBBBIEO RER NEE (b) Pursuant to relevant tax laws and regulations, the

Group was entitled to retain value added tax
(“VAT”) collected from sales to entities established
in the Shenzhen Special Economic Zone in prior
years. VAT special income represented the
retained output VAT after netting off the
corresponding non-creditable input VAT. This tax
incentive has been ceased effective from 1st
January, 2003.
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7.

RERR (BE)

RN, (B1R) BRETIRE

/e OPERATING PROFIT/(LOSS)

The following items have been included in arriving

EHH: at operating profit/(loss):
—BB=F C—ZTT-F
2003 2002
ARETFT AR®TT
RMB’000 RMB’000
% E A B & Auditors’ remuneration 1,613 1,613
M E i 5K 8 Amortisation of leasehold land payments 979 796
HRHBEEHH Amortisation of other non-current assets 775 1,203

e Depreciation

-ME -BEREE — property, plant and equipment 86,201 85,953

- REME - investment properties 5,722 4,766
ME -BELRZEZ Impairment charge for property,

EEE plant and equipment - 4,132
HEWME -BER Loss on disposal of property,

HEEE plant and equipment 565 2,058
HEMBARIEE Loss on disposal of a subsidiary 403 —
HEREDMEEF Gain on disposal of an investment

property 2,084 -
& B A 80 A Gain on disposal of an associate - 650
& AR IR &R A Gain on sale of discontinuing

(Kt3E5) operation (Note 5) 777 -
HEME 1A Gain on disposal of leasehold land - 757
MEZKEHESTH Operating lease rental expenses

in respect of properties 7,412 16,615
BEME T Outgoings in respect of investment

properties 1,881 1,089
HEREZH Repairs and maintenance expenditure 11,704 9,241
REFEERE Provisions for inventory obsolescence 2,588 53,259
MERFAEZ L Research and development expenditure 22,150 8,822
[ SN Staff costs

- I8 Fe ke - wages, salaries and bonuses 119,626 85,517

—HeRBEM (A7#10) - social insurance expenses (Note 10) 14,223 12,669

- B TEF - staff welfare 9,042 6,552
HEHpRBEERE Provision for impairment losses on

R non-current investments 753 —
R/ ChE) RER Provisions for/(reversal of) impairment

£ losses in respect of

— BUWGRIE — trade receivables 7,696 32,983

—Hib W RIE (K iE) - other receivables (Note) (11,344) 68,913
ARSMEG2REWRZE  Gain from trading investments

- RAREIRZ — fair value gain/(losses)

wA (1) 955 (698)

— & E - profit on sales 572 1,150

EABRZHE2HEEMA  Cost of inventories recognised
as expenses 897,044 632,102

s O ry=mexxmpaRrA A
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7.

ReER (BE) (8)
Hisi -

PR =TT —FERREGRRERK—
& %A |l I8 A R #60,000,0007T FT 1B
Eﬁ%ﬁoﬁé:%%—iﬁ%@@-%ﬁ
%M?’ZEPI" 5 NF — REBLHARE
FARI(IREZR])BEARK
15ooooooomtnll WHREREE R
R -FNA REBFRBEHERK
B AMELEBRFNTAIER=_ZT=
FUARBFHEBBME BEESH
H-#HE—_ZTTZ=FNA+HHE A£EE
ﬁéjv;m%u&z@)uﬂ%goooooooﬁ 2

CEEUHRFBRRBIREARE
60 000,000t R =T Z —_FE5IE T 28
RIEEE-

EE EENERTHRAEZH
&
(a) EEREEMESFBWOT:

OPERATING PROFIT/(LOSS) (continued)

Note:

Included in the provison for 2002 was an amount of
RMB60 million made for the amount receivable from a
security company. During 2001, the Group invested an
amount of approximately RMB150 million in certain PRC
government bonds through a licensed PRC security
company, Da Lian Securities Limited (“DLS”), and the
bonds were under the custodian of DLS. In September
2002, malpractices were uncovered within DLS.
Consequently, the DLS’s security business license was
withdrawn in April 2003 by the governing authorities and
DLS was directed to shut down. Up to 15th April, 2003,
the Group recovered RMB90 million from DLS and the
directors made a full provision for the remaining balance
of RMB60 million in 2002.

DIRECTORS’, SUPERVISORS’ AND
SENIOR EXECUTIVES’ EMOLUMENTS

(a) Details of directors’ and supervisors’
emoluments are as follows:

2003 2002

AR¥®Frr AREFIT

RMB’000 RMB’000

HMITEEM#ME  Fees for executive directors - —

JEHNTTE EHE Fees for non-executive directors 313 270

EEwe Fees for supervisors 318 226
HITEEMEM Other emoluments for

Ak 75 B & executive directors

—EAK%FH& Kk - Basic salaries and

p=4-1 allowances 1,249 803

—TE4T - Bonus 2,090 577

— R KTE A — Retirement benefits 412 275

4,382 2,151

FREEMESeEN TR Directors’ fees disclosed above include

JEFHITE F KB 200,000
LT (Z 2 —F: &K
160,0007T ) °

RAFE BEESTHES
HEEANE (ZTT_F:
&) -

HK$200,000 (2002: HK$160,000) paid
to independent non-executive directors.

None of the directors waived any
emoluments during the year (2002: Nil).
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8.

EE EERERITRAEZM

& (&)

(0)

EZNEEMEREERE

DIRECTORS’,

SUPERVISORS’ AND

SENIOR EXECUTIVES’ EMOLUMENTS

(continued)

(b)  Analysis of directors’ and supervisors’

EANEEMERE DT emoluments by number of directors,
Ik supervisors and emolument range is as
follows:
—EE=F —ZFEF—
2003 2002
A A
Number Number
TEARK Nil to RMB1,060,000
1,060,0007T (equivalent to Hong Kong Dollars
(hearRBE (“HK$”) 1,000,000)
1,000,0007T )
—E5 — directors 12
—BEx — supervisors 3
15
ZEE=R-ZFTFEAR (c)  All of the five highest paid individuals in
SEXNGLRAMNEERFAR the Group for the years of 2003 and
ERANRE $ EE M 2002 are directors of the Company
CEHBEE LA ER R whose emoluments are reflected in the

=

analysis presented above.
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10.

BRER - 38 9. FINANCE COSTS - NET
—g¥¥=F 2T %
2003 2002
AR¥FrT AREKEFTT
RMB’000 RMB’000
B X Interest expense
—RITER - bank loans 18,106 17,833
— H A& — other loans 414 559
A B WA Interest income
—RITHER - bank deposits (3,427) (6,503)
— JfE Uk @A Bt A Al — amount due from
(#1534 (a)) related parties (Note 34(a)) - (2,318)
fE ik — 55 Exchange losses, net 2,777 2,934
HAb Others 1,649 1,385
19,519 13,890
HERBETE 10. SOCIAL INSURANCE SCHEMES

REBE2EBRIITHERE
BEENEERRE BERR
FFEARBFRITBRFHETER
ERBEIEETEImSIT ([T
RIRIT]) EBEMERAESE &
BEEHEEAE ASETHEARR
JimtegRrRBEHMNEZRIBE
T BERBRESALBIEET
MNEEREe HAEI R RE
B AEM19% * 9% K% 13% - ANEE
DRIEEEF14% « 7%K%13% °
HBRHAHRIBHEE ARG &E-

RIFA B SR E RYITAE
ERBRRBABEXNEKRETA
SEERRNEEURREAEERE
X —ROERER TRHRTA
BERASEREEXNBEER

B B840 FRIE -

The Group has participated in certain social
insurance schemes in respect of retirement
insurance and health insurance managed by
Shenzhen Municipal Social Security
Administration Bureau (“SMSSAB”) and
housing fund managed by Industrial and
Commercial Bank of China, Shenzhen Branch
(“ICBC”) on behalf of Shenzhen Municipal
Government. Pursuant to the relevant
provisions, the Group is required to make
monthly contributions in respect of retirement
insurance and health insurance to SMSSAB
and housing fund to ICBC, equivalent to 19%,
9% and 13% respectively based on the
monthly salaries of its employees, of which,
the Group bears 14%, 7% and 13%
respectively, and the employees bear the rest.

Pursuant to the above social insurance
schemes, SMSSAB is responsible for pension
payments to the retired employees of the
Group and normal medical expenses of the
employees of the Group; ICBC is responsible
for paying a portion of the consideration in
respect of apartments purchased by the
employees of the Group.
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10. #HERERE (&)

11.

z

AEEN LA ERBRERS:

10.

SOCIAL INSURANCE SCHEMES (continued)

Social insurance expenses for the year are as
follows:

—EE=F _—_TET_F

2003 2002

AR TT ARKETIT

RMB’000 RMB’000

EEZRBRES Retirement insurance 9,131 7,916
BEERBRES Health insurance 3,129 2,926
FEAES Housing fund 1,963 1,827
14,223 12,669

HRE28 ERNERF B
S AEEBITIESEREEAEXT
AEMERS BB EMHE
BETEFEMEE-

Bi I8

BRIBEB BB E AEEREY
KERBRAKIHNAR RBER
A ERAMEAE15% MR Etbit
B A AR EABREREI3% -
AN EEAR LR R ABFINEGE
TtE AMEZERBETANEE
BREZEEEFNEER MERILE
MRBER 2 = FRmFEBR D ERT
SHOER-

&= =

= =

s (00 &y +=m=

11.

Having participated in the above housing fund
scheme, the Group will neither bear any further
housing expenditure for its employees nor does
it have any plan in respect of disposal of staff
quarters to its employees.

TAXATION CHARGE/(CREDIT)

Pursuant to the relevant income tax laws of
the PRC, the Group companies and associates
established in the Shenzhen Special Economic
Zone are subject to income tax at a rate of
15% while those established in other areas
are subject to income tax at a rate of 33%.
Further, certain Group companies are Sino-
foreign joint ventures which are entitled to full
exemption from PRC income tax for two years
and a 50% reduction in the next three years
starting from the first profit-making year after
offsetting available tax losses carried forward
from prior years.

Xk AERZQA



Bt 7% ) *x M &=F
Notes to the Financial Statements

1. BIE (&) 1.
AEERBEXL (ER) £

TAXATION CHARGE/(CREDIT) (continued)

Taxation charge/(credit) for the year are as

follows:
—EE=HF —TT-F
2003 2002
AR¥TrT ARKEFIT
RMB’000 RMB’000
AR FE B (TS Current PRC enterprise income tax 16,941 10,751
EERLIA (ffaF 22)  Deferred tax (Note 22) 41 (20,785)
JE (LB & R | B IR Share of tax of associates 26 100
17,008 (9,934)

AEBEGREASHERRBREBER
AN, (B RERARAR
ARMBRRCEARREMAE
ZHBEERINT

The tax on the Group’s profit/(loss) before
taxation differs from the theoretical amount that
would arise using the tax rates of the home
country of the Company and its subsidiaries

as follows:
—EE=F —ETTF
2003 2002
ARMTFrT AREETTT
RMB’000 RMB’000
BRELATFIE, (E8)  Profit/(loss) before taxation 87,391 (123,039)
BRARANRRMEBAGE  Tax calculated at the tax rates
EBEACHE applicable to the Company
(15%Z33%) 5T & and its subsidiaries ranging
Z A from 15% to 33% 14,490 (20,318)
ERHEBNHIESZE Tax effect on tax losses 1,934 6,777
FRAGHZTE Tax effect of subsidiaries which
were entitled to exemption or
reduction of income tax (1,445) (1,589)
FEEIMZEBAD Expenses not deductible for tax
MIE R 2 purpose 2,115 5,298
NEBT 2 WA Income not subject to tax (86) (102)
MEBEZ L, (E5) Tax charge/(credit) 17,008 (9,934)
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12.

13.

z

REEEER, (EE) 12. PROFIT/(LOSS) ATTRIBUTABLE TO
SHAREHOLDERS
EEARAHBEHRERARR ZH The profit attributable to shareholders for the
E-EE=F+-_A=+—H Lt year ended 31st December, 2003 is dealt with
FEZEREMGRMN (LR in the financial statements of the Company to
BERAFTAMBAR REE R T the extent of a profit of approximately
B ZEAE) %ﬁz%/\ﬁﬁ%??,ooofz (= RMB377,000 (2002: RMB34,583,000) before
TEF: 4 AR ® 34,583,000 accounting for the results of subsidiaries and
JT) ° associates using the equity method of
accounting.
B2 13. DIVIDENDS
—E2E=F —ZTT=-F
2003 2002
E¥Fr ARKFT
RMB’000 RMB’000
FRATEIRHARE Dividend declared before year end
EEHHHX SN Final, Nil
R (2002: RMBO0.04%)
AR¥0.047L*) B per share - 25,680
FRIEBRHRE Dividend proposed after year end 19,260 -

—EE " FREBRER=_ZEZE—_FF
K °

REFBEBEREREERARA]
NAER ARAKEBRE 2 AR
R B 5t R F AR B AR E R
B AMRIRBE RS RS £ RER
AT RRMEZHRARDE
MENEREE BEE- AOEE K

B3 AR Bt £RIREL FTAA
TE MR B AT 2 MR o B A B B RE

ffzBRERBEBHRNBF AR -

&= =

== =

Final dividends for 2001 declared in 2002.

In accordance with the Articles of Association
of the Company, the Company declares
dividends based on the lower of retained
earnings as reported in the statutory accounts
prepared in accordance with PRC GAAP and
the financial statements prepared in
accordance with IFRS. As the statutory
accounts have been prepared in accordance
with PRC GAAP, the retained earnings as
reported in the statutory accounts will be
different from the amount reported in the
accompanying statement of changes in
shareholders’ equity.
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14.

15.

BRER (BHE)

RNEEZEREAF,(BB) Hik
AEERREEZF, (BE) 7
AR 44776,0000T (ZZ2E =
F BB Y ARK60,548,0007T)
BUAFEE ZHITRHD &
642,000,000/ (= T LT = F:
642,000,000) 5t & °

14. EARNINGS/(LOSS) PER SHARE

Earnings/(loss) per share for the year was
computed by dividing the Group’s profit/(loss)
attributable to shareholders of approximately
RMB44,776,000 (2002: loss of approximately
RMB60,548,000) by the number of shares
outstanding during the year of 642,000,000
(2002: 642,000,000) shares.

ME-BERRE 15. PROPERTY, PLANT AND EQUIPMENT
RE Group
ZEE=E 3 -2
2003 2002
RERME
Equipment ERIA
BT and Motor am @
Buildings ~ machinery vehicles Total Total
ARETIT ARETn AREFrT AREFT AREFR
RMB’000  RMB’000  RMB’000  RMB’000 RMB'000
RA/HEE Cost/valuation
ENHE At beginning of year 244,558 539,208 23,730 807,496 743,959
EEIREA Transfer from construction-

(Ktix17) in-progress (Note 17) 175,477 235,946 - 411,423 2,568
RE Additions 59,422 14,289 7,870 81,581 74,534
e Disposals (4,262) (11,328) (2,366) (17,956) (13,565)
HERERA Disposal of subsidiaries (3,424) (6,052) (496) (9,972) -
EREENHBLAR Voluntary liquidation of

a subsidiary (1) (3,269) (241) (3,551) s

ERBE At end of year 471,730 768,794 28497 1,269,021 807,496
R&: Representing:

BRA At cost 234,899 250,235 7,870 493,004 -

REE At valuation 236,831 518,559 20,627 776,017 807,496

471,730 768,794 28497 1,269,021 807,496
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15. YE -BERZE (&) 15. PROPERTY, PLANT AND EQUIPMENT
(continued)
AEE (&) Group (continued)
—2%=F ZTECF
2003 2002
REREE

Equipment ERIA
BT and Motor ok @
Buildings ~ machinery vehicles Total Total

ARBTT  ARBTR ARETR AREFR ARET:T
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000

2 E Accumulated depreciation
ENsE At beginning of year 89,790 250,993 18,356 359,139 278,125
REEGHR Charge for the year 25,306 58,404 2,491 86,201 85,953
EFEERERRE Impaiment charge - - - - 14132
e Disposals (1,423) (9,894) (2,041) (13,358) (9,071)
HENBAT Disposal of subsidiaries (3,233) (4,036) (449) (7,718) -
BREENHBLR Voluntary liquidation of

a subsidiary (10) (2,745) (229) (2,984) s
ERBE At end of year 110,430 292,722 18,128 421,280 359,139
REEFE Net book value
ERBE At end of year 361,300 476,072 10,369 847,741 448 357
ENRE At beginning of year 154,768 288,215 5,374 448,357 465,834

MEME BER  Had the property, plant and
RERHRKHZ  equipment been carried at
WEFIE BIBEE cost less accumulated
mF: depreciation, the carrying

amounts would have been:

KA Cost 452,117 746,710 28497 1,207,324 765,798
ZiiE Accumulated depreciation 98,249 270,354 18,128 386,731 327,309
353,868 476,356 10,369 840,593 438,489

—ezz=s8% Q4 rosmexnnsmraa



Bt 3% 8 & MY A

Notes to the Financial Statements

15. WX -BERRXE (&)

15. PROPERTY, PLANT AND EQUIPMENT

(continued)
RAFE Company
g 3 %3 S k2
2003 2002
RERHEES
Equipment ERIA
BT and Motor ok @
Buildings ~ machinery vehicles Total Total
ARETR ARETR ARETn AREFn AREFIL
RMB'000  RMB'000  RMB'000  RMB’000 RMB’000
mA/FHEE Cost/valuation
ENRE At beginning of year 21,925 97 4,103 26,125 26,125
NE Additions - 13 - 13 -
ERBE At end of year 21,925 110 4,103 26,138 26,125
R&: Representing:
BRA At cost - 13 - 13 s
B E At valuation 21,925 97 4,103 26,125 26,125
21,925 110 4,103 26,138 26,125
2 E Accumulated depreciation
ENHRE At beginning of year 7,200 88 2,520 9,808 7,642
AEEH Charge for the year 855 1 410 1,266 2,166
EXBE At end of year 8,055 89 2,930 11,074 9,808
REFE Net book value
EXBE At end of year 13,870 21 1,173 15,064 16,317
ENHE At beginning of year 14,725 9 1,583 16,317 18,483
MENE BRERZER Had the property, plant and
RARZAFENNSE  equipment been carried at
AIREENT: cost less accumulated
depreciation, the carrying
amounts would have been:
A Cost 21,925 110 4,103 26,138 26,125
Z2itE Accumulated depreciation 8,055 89 2,930 11,074 9,808
13,870 21 1,173 15,064 16,317
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15.

z

ME-BERRE (E)

REBZ2YE - BENMKEEH—
o B 5 i 98 <2 RY A B R JI T BB 15
FHE (BE) FHEBRAR (IR
YEEI) A—FEE_F+ A=
T—HOMSERIEEKRLNE
tERFIHE EMER-_FTT_F+
“A=+t—HEMEEERBEX
EHe

AEBERAERZEYDURN T BEIR
W R FREY AN L ERE
BHANHHETRE R HERR
X T 50F A

ANEBFMARRFTHEANEFH
BREEEIHMEREY EXEH
BREDFEX A ARM138,159,000
T(ZZEZE_F: AR
107,792,000t ) Al A R #
13,870,000 (ZZTEZE=F: AR
#614,725,0007T ) ° A T 8E Al S i
hEtEFhHEL 2 EBREE
WEEFMNHEE T RIBERER
ANEA R RRMzE18— [FE LK
HIPEBEE-

&= =

== =

15.

PROPERTY, PLANT AND EQUIPMENT
(continued)

The buildings and other property, plant and
equipment of the Group were revalued on an
open market value and a replacement cost
basis respectively at 31st December, 2002 by
Shenzhen Pengxin Real Estate Appraisal Co.,
Ltd. (“Shenzhen Pengxin”), an independent
valuer registered in the PRC. The revalued
amounts are not materially different from the
carrying values of property, plant and
equipment as at 31st December, 2002.

The Group’s buildings are situated in the PRC
and the related leasehold land was granted by
Town Planning and Land Administration Bureau
of Shenzhen for a period of 50 years.

Included in buildings of the Group and the
Company are leasehold properties, including
both leasehold land and buildings, with an
aggregate net book value of RMB138,159,000
(2002: RMB107,792,000) and RMB13,870,000
(2002: RMB14,725,000) respectively. Because
of an inability to estimate reliably the element
of leasehold land value attributable to the
leasehold properties, leasehold land payments
in respect of these properties are not
separately classified under the heading of
“Leasehold land payments” as disclosed in
Note 18 to the financial statements.

s QDR ="mExmtARA A
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15.

ME-BERRE (E)

R A HEETHHE
THMEESASEESEARE.
AR ()% S8 T+ HE L #1R20-
oFERITE  BAFSRHEEHR
BE: RijZEHEETFNEME
HEHFREERBEREZR AEZ
FHEBFRANHAITET
FR-EBREEMESEM/RERED

RZZEE=F+=-_A=1+—HH
;‘ﬂﬁiﬁﬁ/\ﬁﬁzzo 842,000t (=
=T —F: AR¥21,976,0007T)
E’\Jﬁlﬁmﬂ% [RETE=FIN/N TZBH%

T — RERERE Mﬁ

NE) (TEE]) kR ﬂl\ﬂnl

*EH@%#%&%/AT(H;%EJ)HW%
FHHRITERARK 14,750,000
T(ZZEZETF: ARK
12,600,0007T ) A & # (BT 5%
30) °

15.

PROPERTY, PLANT AND EQUIPMENT
(continued)

The inability to estimate reliably the leasehold
land value attributable to the leasehold
properties however did not have a significant
financial effect to the Group because (i) the
leasehold land attributable to the leasehold
properties is depreciated over a period of 20-
35 years, which approximate the remaining
period of the leases; and (i) the revalued
amount of these leasehold properties does not
materially differ from their carrying value, which
also approximate their carrying amounts had
these leasehold properties been carried at cost
less accumulated depreciation.

As of 31st December, 2003, two plant
buildings with an aggregate net book value of
RMB20,842,000 (2002: RMB21,976,000) were
pledged for short-term bank loans of
RMB14,750,000 (2002: RMB12,600,000)
made available to Shenzhen Maiwei Cable TV
Equipments Co., Ltd. and Shenzhen Aero-
Precision Mould and Plastics Co., Ltd., the
subsidiaries of the Group (Note 30).
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16.

=

REWE 16. INVESTMENT PROPERTIES
—EE=F —_TTE_-F
2003 2002
AR¥FrT AREKEFTT
RMB’000 RMB’000
BREE Carrying amount
FHIRER At beginning of year 98,257 98,257
NE Additions 16,340 -
RR== Disposal (6,028) -
FRERFE At end of year 108,569 98,257
R E Accumulated depreciation
F AR At beginning of year (42,984) (38,218)
REFHR Charge for the year (5,722) (4,766)
== Disposal 2,679 -
FREHE At end of year (46,027) (42,984)
A Net book value
FREHBEE At end of year 62,542 55,273
FHIRER At beginning of year 55,273 60,039
¢ RVAE IR N ) Independent valuer’s valuation
— B iEEH — excluding the valuation
HE A of the relevant leasehold
land payments - 57,004
— B 1EH — including the valuation
FHE L8 of the relevant leasehold
land payments - 96,367
BEE=HE Directors’ valuation
— B 1EH — including the valuation
FHE L8 of the relevant leasehold
land payments 149,110 —

z=x5% ()8 s enexnpnsran
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16.

17.

REWE (&) 16. INVESTMENT PROPERTIES (continued)
AEBNEEMEAMURF HIER The investment properties of the Group are
A EEBEEE 1 BRI T situated in the PRC and the related leasehold
MRE R LHEEBK T50FF land was granted by Town Planning and Land
AH-EREEMEFERARK Administration Bureau of Shenzhen for a period
51,924,000 (ZZEZ=_F: AR of 50 years. Certain of these investment
#55,273,0007T) ARI{ER B AY properties with a net book value of
EMIBE TR —NAAEFERNA= RMB51,924,000 (2002: RMB55,273,000) were
+ HBEEAFEITAR AR MU previously held as owner-occupied properties
NAMIGEREETIH BN and had been revalued on an open market
SE-—FHREFERCER IE value basis at 30th June, 1997 by Chesterton
MEWRELERIZEYSHE W IAE Petty. As a result of a change in their intended
HENEEAERZFTENR. use during 2001, such owner-occupied
properties were reclassified as investment
properties and were stated at their carrying
amount at the date of transfer less
accumulated depreciation.
hEREMER_ZTE=F+= The valuation for the investment properties at
A=+t—HBHNHEITHESEA 31st December, 2003 was determined by the
ThigERELHTG M2TT = directors on an open market value basis while
FHEENEH BT AR the valuation for 2002 was performed by an
S E AR TS EREL T e independent valuer, Shenzhen Pengxin, on an
open market value basis.
EEIR 17. CONSTRUCTION-IN-PROGRESS
rEE KAF
Group Company
“EEZF —_TT_F ZBEBE=HF —_TT_F
2003 2002 2003 2002
ARBTT ARBFT ARETRT ARETFTT
RMB’000 RMB’000  RMB’000 RMB’000
FYRE At beginning of year 415,320 46,879 - -
NE Additions 139,467 371,009 - —
BAME- Transfer to property,
BB K& plant and equipment
(HiaF15) (Note 15) (411,423) (2,568) - -
FRAE At end of year 143,364 415,320 - -
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18.

=

HE Lt FIE 18. LEASEHOLD LAND PAYMENTS
KEHE
Group
—EE=F —FTZT-F
2003 2002
AR¥TFr ARKEFIT
RMB’000 RMB’000
FHFE Net book value at 1st January 23,126 29,567
KERNE Additions 15,892 =
RNERE Disposal - (5,645)
RNEHH Amortisation (979) (796)
FARFE Net book value at 31st December 38,039 23,126
BEHEERRE: Representing by nature:
"EY Investment properties 12,078 12,388
H b 1) 5 Other properties 25,961 10,738
38,039 23,126

AEERELHHMRFPBREAN
W RN HRE R L ERF

BT 50F -

The Group’s leasehold land is situated in the
PRC and was granted by Town Planning and
Land Administration Bureau of Shenzhen for a
period of 50 years.
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19. RMIBARAZRE 19. INVESTMENTS IN SUBSIDIARIES
b NN
Company

—B®=F —TT-F

2003 5002

AREFRT ARETT
RMB’000 RMB’000

KRB AR L Investments in promoter shares
R z&E&E of listed subsidiaries
— B AR — at cost 387,946 387,946
— FE{5 5 A — share of profit 310,595 279,166
R B ARIELET Investments in unlisted equity
in 2 & of subsidiaries
— AR — at cost 179,254 179,254
— e & A — share of profit 150,869 146,416
JEWH B ARl Z7FIE Amount due from a subsidiary 6,650 8,032

1,035,314 1,000,814
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19. RMBARIZRE (&) 19. INVESTMENTS IN SUBSIDIARIES
(continued)
R-_BEZ=F+_A=+—H 'K As at 31st December, 2003, the Company had
AREEEBEETIARQARESER direct interests in the following major
RBREREEEXTEZERAREER KD subsidiaries which, in the opinion of the
NEERBENEZENB LA (% Directors, materially contribute to the net
ZAagR P B AR income of the Group or held a material portion
ol of the assets or liabilities of the Group (all
incorporated/established and operating in the
PRC):
it/
BIAH LG 3 A
Date of ERBL tEER
i PEET: incorporation/ Attributable HMER  Type of IREHR
Name of subsidiary establishment equity interest Registered capital  legal entity Principal activities
BBz _-TT-%
2003 2002
MITREE (58) -ANEE 52.24%  52.24% AR%249318000T RABRAR W REREEER
ROARA =R=1H RMB249,318000 (R EMRE) £H KE
Shenzhen Fiyta 30th March, 1990 Joint stock Manufacture
Holdings Limited company and sale of
(listed on the watches
Shenzhen and clocks;
Stock catering and
Exchange) entertainment
MIRENETF “MN\ZE 59.85%  5085% ARM1%2770000r ROERAR 0 BERHERS
ROERAT +-ANA RMB132,770,000  (RUILTAF) EBR#
Shenzhen Tian Ma 8th November, 1983 Joint stock Manufacture and
Microelectronics company (isted  sale of liquid
Co., Ltd. on the Shenzhen  crystal displays
Stock Exchange)
MIREERERAT  —ANRE 95% %% ARE130000000m AREEAA  HERHEHM
Shenzhen Shennan tHA=H RMB130,000,000  Limited liability R R
Gircuit Co., Ltd. 3rd July, 1984 company Manufacture and
sale of printed
circuit boards
ez |2 Ve mEXRBRHAER DA
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19.

RMBEARZRE (&) 19. INVESTMENTS IN SUBSIDIARIES
(continued)
it/
BIAH ARG
Date of EHBL tEER
il PEES incorporation/ Attributable AMEKX  Type of TEER
Name of subsidiary establishment equity interest Registered capital  legal entity Principal activities
8Bz _TI-%
2003 2002
AMIEERTEA “M\-% 74.5% 745% ARE1000000 AELE RERBERE
EHARAT ARTHA RMB10,000,000  Contractual joint ~ F#ER
Shenzhen Aero- 15th September, 1981 venture Manufacture and
Precision Mould and sale of mould
Plastics Co., Ltd. and plastic
casings
~IBRARER “WN—% 60% 60% ARE1500000r AELE RERHERR
ENERLT NR=R RMB1,500,000  Contractual SRARSM
Shenzhen Maiwel 3rd August, 1991 joint venture  Manufacture and
Cable TV Equipments sale of electronic
Co., Ltd. components of

cable television
appliances
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20.

=

REBEERATZ2RE 20. INVESTMENTS IN ASSOCIATES
KEE AKAF
Group Company
—EE-F —TT-F ZEE=F —TT_-F
2003 2002 2003 2002
ANR¥ TR NREFIT AR¥FT AREFIT
RMB’000 RMB’000 RMB’000  RMB’000
BRAEREZ  Investments in unlisted
NSIE S o] equity of associates,
BAZIZEE at cost 7,064 8,464 5,011 5,011
JE 1 B & 1 A Share of profits less
S A R 85 18 losses of associates 21,838 23,154 21,838 21,756
28,902 31,618 26,849 26,767

R-BEE=Ft-_H=1t—8'%
NEEZREA NBERR (ZF
NEIGRAPBEFEMMAS) R

As at 31st December, 2003, the Company had

direct interests

in the following major

associates (all incorporated/established and

operating in the PRC):

i/
RIBH AR
BENTER Date of RRADM ifEx  LEEH
Name of incorporation/ Attributable Registered  Type of TEEE
associate establishment equity interest capital  legal entity Principal activities
ZER=F _TT-F
2003 2002
YR R R —AARE 50% 50% 11595000 BELE REREELTH
ERAH t-AT+EA USD1,595,000  Contractual Manufacture and
CASTIC-SMP Machinery  15th November, 1986 joint venture sale of dry
Corporation Limited cleaning machines
FIRAIE -NINE 30% 30% AR3400000r ARELE HERHE
EHERLT —AttH RMB3,400,000  Contractual T2%m

Shenzhen Shenrong
Engineering Plastics
Co., Ltd.

17th January, 1989

&= =

== =

joint venture

seg |14 royenexnntsnraa
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21.

ERBRE NON-CURRENT INVESTMENTS
rEE b NN
Group Company
“B2B2=F —TT-F ZBB=F —TT_-F
2003 2002 2003 2002
AR Tt AREKTT AR¥FiT ARKTT
RMB’000 RMB’000  RMB’000 RMB’'000
B ARERE®S  Investments in promoters’
PASN £ R A shares of a company
FEARZKE listed outside
Hong Kong, at cost 6,910 6,910 - —
B A ER Investments in shares of
FEMAA unlisted companies,
B ih 2 &E at cost 4,580 4,580 - —
RN RER"ES Less: provision for
impairment losses (820) (67) - -
10,670 11,423 - -

AEBFERGRERBE LT AA
AAB B REERFLBHEE
75 BT EBPT RO HEAE - AR IE BT
NRZBDE - HERETH S A
REHENSEMEMABAIITHNA
BESTRAENITTR BAKAR
mEHRFRERKIIK.

The Group’s non-current investments represent
investments in promoters’ shares of a listed
company, which are transferable subject to
approval from relevant local authorities, and
shares in certain unlisted companies, which
do not have a quoted market price in an active
market and for which other methods of
reasonably estimating fair value are clearly
unworkable. Accordingly, these investments
are carried at cost less accumulated
impairment losses.
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22,

=

I E B IR 22. DEFERRED TAX
rE b NN
Group Company
“B2B2=F —TT-F ZBB=F —TT_-F
2003 2002 2003 2002
AR Tt AREKTT AR¥FiT ARKTT
RMB’000 RMB’000  RMB’000 RMB’000
ELEHBEE Deferred tax assets
MR T5BE Deferred tax assets
in respect of
—FRREERE — provision for doubtful
debts 18,939 20,644 - -
—FRRERE — provision for inventory
£ obsolescence 13,746 13,381 = -
- BRSHMEE — fair value losses of
ZREBRRR trading investments
BIIRZEBX 323 308 - -
33,008 34,333 - -
EEREEE Deferred tax liabilities
R T5IBE Deferred tax liabilities
in respect of
-ME -BEX - revaluation surplus
wECEM of property, plant
B and equipment 1,037 1,724 1,037 1,724
- REMEZ - revaluation surplus
BHiHEE of investment
properties formerly
classified as
property, plant
and equipment 902 1,499 902 1,499
1,939 3,223 1,939 3,223
FELEFHBEE, Net deferred tax
(B8R) assets/(liabilities) 31,069 31,110 (1,939) (3,223)

z=s58 | |OFNenEXROFRLA
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22,

ELEBRIE (&)

22,

DEFERRED TAX (continued)

ERERIENE ST The movement on the deferred income tax
account is as follows:
rEE KAF
Group Company
“EE=F —TT_F ZBEBE=HF _TT_F
2003 2002 2003 2002
ARBTT ARBFT ARETRT AREKFT
RMB’000 RMB’000  RMB’000 RMB’'000
FHH At beginning of year 31,110 10,325 (3,223) (4,507)
AHRRRER Provision for doubtful
debts (1,705) 13,635 - -
TRRERE Provision for inventory
i obsolescence 365 6,293 - —
AR SMEFAE L Fair value losses of
REEAAE trading investments
LPECPS 15 26 - —
8 Bt B Write-off of start-up costs - (453) - —
W% BB KR®RME Revaluation surplus of
EffEE property, plant and
equipment 687 687 687 687
[R5 &%E -BE Revaluation surplus of
HEHERE investment properties
Mz EfLIEE 597 597 597 597
FRY At end of year 31,069 31,110 (1,939) (3,223)
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23.

24.

z

FE 23. INVENTORIES
AEH b N
Group Company
—EE-F —TT-F ZEE=F —TT_-F
2003 2002 2003 2002
ANR¥EFiT ANRETT AR¥FiT ARETT
RMB’000 RMB’000 RMB’000  RMB’000
LA B 2R 51 B At cost
R R Raw materials 94,122 100,757 = -
EEm Work-in-progress 38,868 24,817 2 -
Z= KX Finished goods 190,617 134,520 - =
LA R #3855 (B 5 BE At net realisable value
R R Raw materials 8,552 7,853 - =
EEm Work-in-progress 1,225 1,483 - —
E K S Finished goods 21,152 26,959 = -
354,536 296,389 - -
FE Ui BR FX 24. TRADE RECEIVABLES

AEEHEEEYH L KR AES0
REORT A HIERE DM T :

The Group’s credit terms on sale of goods
range from 30 to 90 days and the aging
analysis of trade receivables is as follows:

r&H VYN
Group Company
“EEZHF —TT_F ZBE=HF _TT_F
2003 2002 2003 2002
ARBFRT ARETT AR¥FTRT ARETT
RMB’000 RMB’000 RMB’000  RMB’000
B &1 Current 204,199 87,488 - -
30-60K 30-60 days 72,524 43,507 - -
60-90K 60-90 days 24,550 22,521 - -
90K JA E over 90 days 96,970 108,138 - -
i R BR ZE A Less: provision for
impairment losses  (71,371) (70,284) - —
326,872 191,370 - =

&= =

== =
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25. ARERFERECERR 25. PREPAYMENTS AND OTHER RECEIVABLES
rEH VN
Group Company
—EE=F —TT-F ZEE=F —_TT_F
2003 2002 2003 2002
ANR¥FT ANRETT AR¥FT ARETT
RMB’000 RMB’000 RMB’000  RMB’000
BRERR Prepayments 45,285 12,564 2 -
H fth & 5K Other receivables 102,571 124,138 18 12
R Less: provision for
impairment losses  (63,365) (80,904) - -
84,491 55,798 18 12
26. AXZMBEZRE 26. TRADING INVESTMENTS
rEH VN
Group Company
—EE=-fF —TT-F ZEE=F —_TT_F
2003 2002 2003 2002
ANR¥FT ANRETT AR¥FrT ARETT
RMB’000 RMB’000 RMB’000  RMB’000
EHELASN ETR Market value of investments
B ip Ky {E listed outside Hong Kong
—RRRMh - Equity shares 4,735 6,615 - —
— &% - Bonds 146,657 — 146,657 —
151,392 6,615 146,657 -
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27.

28.

=
=

B EFX 27. DESIGNATED DEPOSITS
rEE ¥ NUNE]
Group Company
“B2B2=F —TT-F ZBB=F —TT_-F
2003 2002 2003 2002
ARYETFT NREFT AR¥EFT AREFTL
RMB’000 RMB’000  RMB’000 RMB’000
RGN Deposits
— —RERAT - in a bank (Note a)
(Kizta) 51,004 - - -
——REREKRE —in a trust investment
~al (BfaEb) company (Note b) - 125,000 - —
51,004 125,000 - -
Mt - Notes:
(a) ZERAF R T BERIT AREE (a) The deposits were placed with Bank of China for
RE ZEHRERZ_ZETNF A the purpose of investment in government bonds.
e The deposits had been uplifted in February 2004.
(b) ZAFRTIEREE B M F R — (b) The deposits were placed with Xinhua Trust
K EAESFIRELEEEE Investment Company Limited, a company
B AR —FEEEERERND approved by the relevant PRC authority to conduct
RARWER=ZZTT=FKHE- trust investment business in the PRC, for
investment purposes. The deposits had been
uplifted in 2003.
BeRIBITER 28. CASH AND BANK BALANCES
R-_ZTEE-_F+_-_A=+—H 1] As at 31st December, 2002, included in cash
EREBTHEAREREAEBEARE and bank balances were bank deposits
RESMEEENERERAR pledged against certain trade finance facilities
#26,623,0007T ° It FF R E 2 & granted to the Group amounting to
R-_EE=FF Y- approximately RMB26,623,000. Such pledged
deposits have been fully released during 2003.
z=s58 |20r9enexnpnsran
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29.

30.

FE 1 BR =X 29. TRADE PAYABLES
rEE PN
Group Company
—EE=HF —TT-F ZEBEZ=F —TT-F
2003 2002 2003 2002
ARYETFT NREFT AR¥EFT AREFTL
RMB’000 RMB’000  RMB’000 RMB’000

BN EA Current 78,413 82,088 - -

30-60K& 30-60 days 55,152 17,698 - -

60-90:K 60-90 days 40,072 6,833 - -

90K A £ over 90 days 55,526 19,950 - -

229,163 126,569 - =
FHEX 30. SHORT-TERM LOANS
KEE PN
Group Company
—EE=f —ZTT-F ZBEZF —TZTC
2003 2002 2003 2002
AR¥Frn AREFT AR¥Frn AREFI
RMB’000 RMB’000 RMB’000 RMB’000
RITER Bank loans
wHR (M atp) Secured (Note b) 14,750 12,600 - -
mIEH (K atc) Unsecured (Note c) 325,527 353,704 - 60,000
340,277 366,304 - 60,000
HEER (K atd) Other loans (Note d) 7,000 11,500 - -
347,277 377,804 - 60,000

B &t Notes:

(a) R-EBETZ=F+_A=+—H'58 (a) As of 31st December, 2003, the short-term bank
HIRTERFENEXS1.88%F loans bore interest at rates ranging from 1.88%
584% (= ZEZF = F :5.36%= to 5.84% (2002: 5.36% to 6.44%) per annum.
6.44%) °

(b) RZBZ_FMN_ZZT=F+_A (b) As of 31st December, 2002 and 2003, the short-

=t B EHRTERNAREE
R IE R B E R 2 ERE TR
EBEHBAR (ME15) o

term bank loans were secured by two plant
buildings of the Group made available to certain
subsidiaries of the Group (Note 15).
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30.

31.

=

BHEX ( 30. SHORT-TERM LOANS (continued)

HiaE: (&) Notes: (continued)

(c) RZTEE_F+_A=+—HEE (c) As of 31st December, 2002, included in unsecured
KHPEHRITERP AR short-term bank loans was a loan of
60,000, OOOTEZE AEEZIS Al Z & RMB60,000,000 guaranteed by China National
Z@IH“”TEF‘ B i Z2 $ 40T 2 Dm Aero — Technology Import & Export Corporation
IAa (TRMmERI]) 2 EFh— (“CATIC"), a beneficial owner of the Company’s
amﬁ’&ﬁj\qﬂ B i 2= &TTUEEDZE' ultimate holding company, CATIC Shenzhen

AaE ([HfERa]) REER Z Company (“Shenzhen CATIC”). Such bank loan
ERER-_TST=FMEEE- was fully repaid during 2003.

(d) HEiE 7 AR¥7,000,0007T (= (d) Included in other loans was a loan of
TE 4 ARM7,500,0007) [ RMB7,000,000 (2002: RMB7,500,000) borrowed
H LRI P - 4R G I % 5.84% from Shenzhen CATIC at the rate of 5.84% (2002:
(ZZEZT—F:531%) st &R 8- 5.31%) per annum.

R A< 31. SHARE CAPITAL

—BE=HF —ZTT_F
2003 2002
E¥Fr ARKFT
RMB’000 RMB’000
BaE it 317 R E sk Registered, issued and fully paid or
ABRIBEEZ credited as fully paid capital:
N
400,000,0000% & i% 400,000,000 Domestic Shares
ARB1TZH of RMB1 each (Note a)
NERR (fita) 400,000 400,000
242,000,000 /% &= i 242,000,000 H Shares
AR AT 2 HIR of RMB1 each (Note b)
(Ktatb) 242,000 242,000
642,000 642,000
Bt &t - Notes:
(a) RRFR—ANEFRAZTHK () On 20th June, 1997, the Company was

SRR B A R Y AT

400,000,000 F B EEARE 1T

WARBERER NBEREEENE

FHBAR- Eﬁféﬁ@?ﬂ%%sﬁﬁe

/\ODZiﬂleéﬂxﬂiEEH
RS Emme

(b) R—AAEFLA=-FT=—H AR
AR E R ARRBEOT A ZER
1.73% 7T % & 242,000,0000% & A%
HEARBITHHR - ZFHEKE
R=ANEFAA-TNBERE
BMERSZMARAT L.

&= =

= =

established by issuance of 400,000,000 Domestic
Shares of RMB1 each to Shenzhen CATIC in
exchange for its interests in certain subsidiaries,
associates and properties. These Domestic Shares
are not listed on any stock exchanges.

(b) On 22nd September, 1997, the Company issued
242,000,000 H Shares of RMB1 each by way of
placement and public offer at a price of HK$1.73
each. These H Shares were listed on The Stock
Exchange of Hong Kong Limited on 29th
September, 1997.
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32. ETERE 32. STATUTORY RESERVES
@ WBEFABRQFERARRAZ (a)  According to the Company Law of the
REER REFHIKFH PRC and the Articles of Association of
- ANABED R+ R the Company, when distributing net
A TE BR B PSR E & A AY profit each year, the Company shall set
10%BIEEZTERBRLAES aside 10% of its net profit as reported
(BRIEZLATEEEEARRA in the PRC statutory accounts for the
AR AR EEH50%) k5% statutory common reserve fund (except
F10%BIEEE R mE R where the fund has reached 50% of the
BHERI 2 BRIN EET Company’s registered share capital) and
SREEMAERTERAE 5% to 10% for the statutory common
HReRENE- welfare fund. These reserves cannot be
used for purposes other than those for
which they are created and are not
distributable as cash dividends.
KIRRERERAEER EER The statutory common reserve fund may
BRABESIHEARA BN be converted into share capital provided
BENZEBEAEEIELIR it is approved by a resolution at a
MR AR EFEA25%FMR o shareholders’ general meeting and the
balance of the statutory common reserve
fund does not fall below 25% of the
registered share capital.
FEELme ARAEERT The statutory common welfare fund is
R BT o used for the collective welfare of the staff
and workers of the Group.
RKRRIESER_ET=F For the year ended 31st December,
+ A=+ HLFERR 20083, the directors of the Company
THETE R proposed the following appropriations to
these statutory reserves funds.
—EE=H —ZEEC
2003 2002
BEolt AR®Fr Bo AREFT
Percentage n RMB’000 PFercentage  RMB’000
ETEHEBAESE  Statutory common
reserve fund 10% 3,372 - -
EERME Statutory common
welfare fund 8% 2,697 - -
18% 6,069 - -
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33. &#&

(a)

REMER
M%Eﬁziﬁﬁ(uwtﬂ)/ (a)

Vi A ==}

BRALAIE T ER D BUBRCR tE 25
‘2mA, (BE) B8

33. CONSOLIDATED CASH FLOW STATEMENT

Cash (used in)/generated from
operations

Reconciliation of profit/(loss) before
taxation but after minority interests to

BEZBES CGRE) RA cash (used in)/generated from
ERFE: operations:
ZBB=% k¥ k2
2003 2002
ARETR AREFT
RMB’000 RMB’000
BRAEHBROBRER Profit/(loss) before taxation but after
ERR R/ (BR) minority interests 61,784 (70,482)
DEREER Minority interests 25,607 (52,557)
(AN e Share of reslts of associates (228) (233)
AR Adjustments for
il Depreciation
o EN T — property, plant and equipment 86,201 85,953
—RENE - investment properties 5,722 4,766
S LA Amortisation of leasehold land payments 979 796
HRBEESH Amortisation of other non-current assets 775 1,203
(hE) /HEREES (Reversal of)/provision for impairment
losses on receivables (3,648) 101,896
REGEERE Provision for inventory obsolescence 2,588 53,259
RBRECABEERS Provision for impairment losses on
non-current investments 753 =
NE BERREL Impairment in value of property,
FEER plant and equipment - 4132
HEBENFE ha Gain on disposal of an associate - (650)
HEX LR ke Gain on sales of discontinuing operation (777) -
HERBARER Loss on disposal of a subsidiary 403 =
BRABIRZREZ Fair value (gain) /losses on investments
(&7 /BB (955) 698
HEARSMIBEZEEZRE  Gain from sale of trading investments (572) (1,150)
BEFRRERS Income from designated deposits (10,000) =
M S M A Interest income (3,427) (8,821)
F 8 Interest expense 18,520 18,392
LEME FERE Loss on disposal of property, plant and
ZEE equipment 565 2,058
ﬁ%%ﬁé%%z”ﬂlm Gain on disposal of investment properties (2,084) -
WEBE T HE Gain on disposal of leasehold land - (757)
BEEAR B Changes in working capital
‘Hﬁli‘?% 2 (Em) /R (Increase)/decrease in notes receivable (69,157) 15,367
MRS 2 Em Increase in trade receivables (147,545) (52,327)
FEZEM Increase in inventories (54,678) (13,913)
AT FRIB AN fE Yk (Increase)/decrease in prepayments and

2 (&) /b other receivables (16,479) 9,102
EREBERRTE RS Decrease in amounts due from related

companies 2,549 5,293

[ERBAEARTE LN Increase in amount due to a related company - 192
EMRBEEZRDY/ (M) Decrease/(increase) in other current assets 1,877 (1,584)
JE R BR 3K 2 22 10 Increase in trade payables 102,957 39,108
ENTERBIRHE 2R Decrease in salary and staff welfare payable (1,018) (5,013)
BRERREMEMNTRE (Decrease)/increase in accruals and

Z(BD) /8m other payables (9,776) 7,991
LEEECRS (RM) /RAE  Cash (used in)/generated from operations (9,064) 142,719

—zs=s58 |P2ldroemezrnnsrna
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33. &#&

(b)

BERER (&) 33.

A T
8 0 B 2 R B
B B EREREEST
mF

CONSOLIDATED CASH FLOW STATEMENT
(continued)

(b) Disposal of a subsidiary
The assets, liabilities and results of the
subsidiary disposed of , as at the date
of disposal were as follows:

—g¥=% 2% %
2003 2002
ARBTT ARMTE
RMB’000 RMB’000

EEE Fixed assets 231 —
MENEE Current assets 1,569 —
mEE Total assets 1,800 —
BmEE Total liabilities (1,347) —
HEEE Net assets 453 —

REEEG Share of net assets attributable
FEE to the Group 453 =
NENF BB Loss for the period (82) —
HEBEEFELT: The loss on disposal was determined

as follows:
—BE=HF —ZTT_F
2003 2002
AR¥FrT ARYTI
RMB’000 RMB’000
EREE Attributable share of net

FEE assets sold 453 —
& B Proceeds from disposal (50) —
HEEE Loss on disposal 403 -
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33. MEEHERERE (&) 33. CONSOLIDATED CASH FLOW STATEMENT
(continued)
(b) HEHBRAR (&) (b) Disposal of a subsidiary (continued)
HEWBARZFRERA The net cash flow on disposal was
sFEINT: determined as follows:

ST H I L

2003

2002

ARBTT ARETT
RMB’000 RMB’000

HEER Proceeds from sales 50
WHEWE QA Less: cash and bank in

ZHRER subsidiaries disposed

RITHFE R (28)

HEHEBAT  Net cash inflow on disposal

ZBEERA 22 -
(c) WMES{zoM () Analysis of changes in financing

during the year

RHER EffRE SERRES ERER
Short term loans Dividend payable Minority interests Pledged deposits
“EBZE CZTTCF CZEEZE CTECF CZBECZE -TI-F R C-FTCE
2003 2002 2003 2002 2003 2002 2003 2002
ARETT AREFT AREFrn ARETT ARETT ARETT ARETT ARETT
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB00O  RMB'000  RMB'000
ENRE At 1st January 377,804 255,797 - - 523957 586,828 26,623 37217
EhEERE Dividends declared - - - 25080 - - - =
B (F) / /A Cash (outflows)inflows  (30,527) 122,007 - (25680)  (1,000)  (10,314)  (26,623)  (10,594)
FRERS Non-cash transactions;
DHRRER Profit/(loss) shared by
&t/ (B8) minority shareholders - - - - 25607 (52,57) - =
A%-WEBRA  Consolidation of a
(Hi#33(d)) subsiolary (Note 33(0)) - - - - 1,400 - - -
ERHE As 31t December 347217 377,804 - - 549,964 523,957 - 262

g8 (20RITHEERGAERD
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33. =&

(d)

(e)

RERER (8)

S —KM B L
BE-_EE=-_F—H—A8&
AEBEGSHEN—FRBERQ
—RIImERBERPLE
RAaa ([B&RP0]) BB
BAKREBERNEN NE
B {hAH %A Tl EA50%
RED AR BEAREE
E’Jﬁ%%‘“? A EEER
JE sz Bt N R A AR A BT B
AR HEKEEE BENE
BEEBEREHEBARE
BErvHEGH RZZEZT=
F-—R—H BXRFLEKE
BEHFE#H A R®6,000,000
TN WERHEMEXNEE
MEE REH KEBREN

33. CONSOLIDATED CASH FLOW STATEMENT
(continued)

(d)

Consolidation of a subsidiary

Effective from 1st January, 2003, the
Group has obtained the power to govern
the financial and operating policies of
Shenzhen World Famous Watch Center
Co., Ltd. (“SWFW”), a company of which
the Group has an attributable interest of
50% in its registered capital and formerly
classified as an associate of the Group.
Accordingly, management concluded
that SWFW should be accounted for as
a subsidiary of the Group and its results,
assets and liabilities have been
consolidated since the date on which
the above effective control has been
transferred to the Group. At 1st January,
2003, SWFW did not have any significant

HEHEEETE Ko assets and liabilities except certain
inventories amounting to approximately
RMB6 million and the Group’s share of
its net assets at the same date was not
material.
HENEESEBYWZ oW (e) Analysis of cash and cash equivalents
—E2E2=F _—ZTZT_
2003 2002
AR FT ARKETT
RMB’000 RMB’000
/& KiEITF 3K Cash and bank balances 230,881 594,164
i R Less: pledged deposits - (26,623)
230,881 567,541
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34.

=

FHEERARS

fER— A BEZRREEEH S
—HREMHREEIRE AR
A—HITEBERTEN EHRK
SEREAL - WENXRF —ZH
RERFEN THRESBREA
4.

TIRAEERIER X5 HE
AR Y Ko KB A R Z ]

(@)

34.

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party
has the ability, directly or indirectly, to control
the other party, or exercise significant influence
over the other party in making financial and
operating decisions. Parties are also
considered to be related if they are subject to
common control or common significant
influence.

(@)  The following is a summary of significant
transactions carried out in the ordinary

MEARARX S ZBE: course of business between the Group
and Shenzhen CATIC and its
subsidiaries:

—BE=F —TTF
2003 2002
AR® T ARETFT
RMB’000 RMB’000
gh#EYIE A Purchase of a property from
—M% (Kiati) Shenzhen CATIC (Note i) 65,408 -
WAEFHLE  Operating lease rentals paid for
MM E (Bfati)  office premises (Note i) 2,154 7,199
U RIIF B Interest income received from
WA (K ztiii) Shenzhen CATIC (Note iii) - 2,318

i

REE RIAEEBEFR
A BRI R E — IR
R I BB B AR
YT — A E L R A
MYz BEOSBARYE
65,408,0007T °

i AeBEAMEATZMN
FiT 2 A O ER AEE S
e

if B U A PR B 77 B R A
FINMTFER FH XA
0.72% > FIBTEHRER=ZF
T -_F+_-_HA=+—HEH
BH U E -

&= =

== =

s g |28 "y o mx

Notes:

During the year, Shenzhen Shennan Circuit
Co., Ltd. entered into an agreement with
Shenzhen CATIC to acquire a parcel of
leasehold land and certain properties in
Shenzhen, the PRC, from Shenzhen CATIC
at a consolidation of approximately
RMB65,408,000.

ii Rental expenses were subject to the terms
of the contracts signed by the related
parties at a fixed monthly fee.

iii Interest income from deposits placed with
Shenzhen CATIC was calculated at rate
of approximately 0.72% per annum. All
such deposits were withdrawn before 31st
December, 2002.

Xk AERZQA



Bt 7% ) *x M &=F
Notes to the Financial Statements

34.

35.

THERARE (#)

(b) REW SERELRANRE
FEdFEf B A A R KA
BB RARRERH

TRHEEREBMMERE

(a) FEEBK
BITE R R RERERE
SR MES0 - ARt E
ER SRS EL mE AR
B o

(b) FEERRE
FEWBR R B Z RAL A A
B MR R1TF R INF M
RAEBREMAMERE-E
EREAEENSREEE
THEEEEBSETHA

G o
A

() HEEmR
AEBZRZEEZUARKE
BE ESARAEETE
BEKRZINER K-

d 2AEE
NTHERMEEERS B
BENAAEBEREEEE
BEYEEAZE - RERIE
TEF BURER BBEER
B FRIE - FERTBR BN H R U
FOEMNEZR BEREA-H
ftb BT R R E 5K e

34.

35

RELATED PARTY TRANSACTIONS (continued)

(b) Amounts due from/to related companies
The amounts due from/to related
companies are non-interest bearing and
repayable on demand.

FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

(@) Interest rate risk
The interest rates and terms of
repayment of bank borrowings are
disclosed in Note 30. Other financial
assets and financial liabilities do not have
material interest rate risk.

(b) Credit risk

Trade receivables are spread among a
number of customers in the PRC and
cash is deposited with registered
institutions in the PRC. The directors are
of the opinion that the Group has no
significant concentrations of credit risk
on financial assets.

(c) Foreign currency risk
Most of the transactions of the Group
were settled in Renminbi. In the opinion
of the Directors, the Group would not
have significant foreign currency risk
exposure.

(d) Fair value
The carrying amounts of the following
financial assets and the financial liabilities
approximate their fair value: cash and
bank balances, trade receivables,
designated deposits, balances with
related companies, prepayments and
other receivables, trade payables,
accruals and other payables and
borrowings.
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36.

=

R 36. COMMITMENTS

(a) EAREE (a)

Capital commitments

r5H /N
Group Company
BR=F "TT_F "BE=F _TT_F
2003 2002 2003 2002

ARBTFR ARETT ARBFR ARETT
RMB’000 RMB’'000  RMB’000  RMB’000

BRTABEREE Contracted but not
provided for

kS - Properties
-HERE - Machinery

63,961 120,250 - -
2,910 6,215 - -

66,871 126,465 - -

B ABRITH Authorised but not
contracted for

- RKBAF - Investment
ZRE in a subsidiary - - 11,000 -
—HERE - Production facilities - - - 22,338
- - 11,000 22,338
(b) REHEDNEE (b) Operating lease commitments
REERBERIBEE R The Group has commitments under non-

MOABFREEHORE
RAKFE X £ E 4 10

cancellable operating leases in respect
of staff quarters and office premises as

T follows:
—2%=Ff -ZTT_F
2003 2002
AR¥FrT ARKTIT
RMB’000 RMB’000
—FA Not later than one year 2,763 15,201

MEERF Later than one year and

not later than five years 3,946 37,665
BiBRE Later than five years 450 3,911
7,159 56,777
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36. &iE (&)

(b) KEHEHYEE (&)
ANEEE KL LR R RIEE

36.

COMMITMENTS (continued)

(b) Operating lease commitments (continued)
The future minimum lease receipts under

WHEELMT: non-cancelable operating leases in
respect of buildings are as follows:

—BE=F —ZTT-F

2003 2002

AR TR ARKEFIT

RMB’000 RMB’000

—FR Not later than one year 17,764 13,900
MEERF Later than one year and

not later than five years 30,111 35,778

BlAF Later than five years 1,615 1,081

49,490 50,759

REEZKEHAHR—& Generally the Group’s operating leases

R=FHA Lo are for terms of three years or more.
37. FIARERE 37. CONTINGENT LIABILITIES
N | b YN
Group Company
“B2B2=F —TT-F ZBB=F —TT_-F
2003 2002 2003 2002
AR FT ANRETT AR FT ARETT
RMB’000 RMB’000  RMB’000 RMB’000
RITEREER Guarantees to banks
R ER in respect of banking
— K BAF facilities granted to
subsidiaries - - 3,100 103,832

38. MEHRSEHE

ﬁé_yymimﬂta ZAVN
SEREE in/)fa%f‘f/\Eﬁ%oos
m@%@i_77_¢+ A=
T HALEFREZRHRE BER
A R #19,260,0007T °

39. RAERAT

RKRRAES F%?%EF'M
KB &RIER

FUP=FN

38.

39.

SUBSEQUENT EVENTS

Pursuant to a resolution of the Board of
Directors on 7th April, 2004, the Company has
proposed a final dividend of RMBO0.03 per
share, totaling RMB19,260,000 for the year
ended 31st December, 2003.

ULTIMATE HOLDING COMPANY

The directors regard Shenzhen CATIC, a
company established in the PRC, as being the
ultimate holding company.
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