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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

CORPORATE INFORMATION

The principal place of business of China Everbright Technology
Limited is located at 39th Floor, Far East Finance Centre, 16
Harcourt Road, Hong Kong.

During the year, the Group was involved in the following
principal activities:

o manufacture and distribution of watches and
timepieces

o property investment and development

o manufacture and distribution of timber products

IMPACT OF NEW AND REVISED HONG KONG
STATEMENTS OF STANDARD ACCOUNTING PRACTICE

The following new and revised Hong Kong Statement of
Standard Accounting Practice (“SSAPs”) and Interpretation
are effective for the first time for the current year’s financial
statements:

o SSAP 12 (Revised): “Income taxes”

o Interpretation 20: “Income taxes — Recovery of revalued
non-depreciable assets”

This SSAP and Interpretation prescribe new accounting
measurement and disclosure practices. The major effects on
the Group’s accounting policies and on the amounts disclosed
in these financial statements of adopting this SSAP and
Interpretation, are summarised as follows:

SSAP 12 prescribes the accounting for income taxes payable
or recoverable, arising from the taxable profit or loss for the
current period (current tax); and income taxes payable or
recoverable in future periods, principally arising from taxable
and deductible temporary differences and the carry forward
of unused tax losses (deferred tax).
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

IMPACT OF NEW AND REVISED HONG KONG
STATEMENTS OF STANDARD ACCOUNTING PRACTICE
(continued)

The principal impact of the revision of this SSAP on these
financial statements is that a deferred tax asset has been
recognised for tax losses arising in the current/prior periods
to the extent that it is probable that there will be sufficient
future taxable profits against which such losses can be
utilised. Further, the related note disclosures are now more
extensive than previously required. These disclosures are
presented in notes 10 and 27 to the financial statements and
include a reconciliation between the accounting profit/loss
and the tax expense for the year.

Further details of these changes are included in the accounting
policy for deferred tax in notes 3 and 27 to the financial
statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These financial statements have been prepared in accordance
with Hong Kong Statements of Standard Accounting Practice,
accounting principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical cost
convention, except for the periodic remeasurement of
investment properties as further explained below.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 December 2003. The results of subsidiaries acquired
or disposed of during the year are consolidated from or to
their effective dates of acquisition or disposal, respectively.
All significant intercompany transactions and balances within
the Group are eliminated on consolidation.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

3.

ANNUAL

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Minority interests represent the interests of outside
shareholders in the results and net assets of the Company’s
subsidiaries.

Subsidiaries

A subsidiary is a company whose financial and operating
policies the Company controls, directly or indirectly, so as to
obtain benefits from its activities.

The results of subsidiaries are included in the Company’s
profit and loss account to the extent of dividends received
and receivable. The Company’s interests in subsidiaries are
stated at cost less any impairment losses.

Joint venture companies

A joint venture company is a company set up by contractual
arrangement, whereby the Group and other parties undertake
an economic activity. The joint venture company operates as
a separate entity in which the Group and the other parties
have an interest.

The joint venture agreement between the venturers stipulates
the capital contributions of the joint venture parties, the
duration of the joint venture and the basis on which the assets
are to be realised upon its dissolution. The profits and losses
from the joint venture company’s operations and any
distributions of surplus assets are shared by the venturers,
either in proportion to their respective capital contributions,
or in accordance with the terms of the joint venture
agreement.
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31 December 2003

3.

NOTES TO THE FINANCIAL STATEMENTS
Ll

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3.
(continued)

Joint venture companies (continued)

A joint venture company is treated as:

(@) a subsidiary, if the Company has unilateral control,
directly or indirectly, over the joint venture company;

(b) a jointly-controlled entity, if the Company does not
have unilateral control, but has joint control, directly
or indirectly, over the joint venture company;

(c) an associate, if the Company does not have unilateral
or joint control, but holds, directly or indirectly, generally
not less than 20% of the joint venture company’s
registered capital and is in a position to exercise
significant influence over the joint venture company;

or

(d) a long term investment, if the Company holds, directly
or indirectly, less than 20% of the joint venture
company’s registered capital and has neither joint
control of, nor is in a position to exercise significant

influence over, the joint venture company.

Associates

An associate is a company, not being a subsidiary or a jointly-
controlled entity, in which the Group has a long term interest
of generally not less than 20% of the equity voting rights and
over which it is in a position to exercise significant influence.

The Group’s share of the post-acquisition results and reserves
of associates is included in the consolidated profit and loss
account and consolidated reserves, respectively. The Group’s
interests in associates are stated in the consolidated balance
sheet at the Group’s share of net assets under the equity
method of accounting, less any impairment losses.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Associates (continued)

The results of associates are included in the Company’s profit
and loss account to the extent of dividends received and
receivable. The Company’s interests in associates are treated
as long term assets and are stated at cost less any impairment
losses.

Goodwill

Goodwill arising on acquisition of subsidiaries and associates
represents the excess of the cost of the acquisition over the
Group’s share of the fair values of the identifiable assets and
liabilities acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset and amortised on
the straight-line basis over its estimated useful life of 10 years.
In the case of associates, any unamortised goodwill is included
in the carrying amount thereof, rather than as a separately
identified asset on the consolidated balance sheet.

Prior to the adoption of SSAP 30 “Business combinations” in
2001, goodwill arising on acquisitions was eliminated against
consolidated reserves in the year of acquisition. On the
adoption of SSAP 30, the Group applied the transitional
provision of the SSAP that permitted such goodwill to remain
eliminated against consolidated reserves. Goodwill on
acquisitions subsequent to the adoption of the SSAP is
accounted for according to the SSAP 30 goodwill accounting
policy above.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill (continued)

On disposal of subsidiaries or associates, the gain or loss on
disposal is calculated by reference to the net assets at the
date of disposal, including the attributable amount of goodwill
which remains unamortised and any relevant reserves, as
appropriate. Any attributable goodwill previously eliminated
against consolidated reserves at the time of acquisition is
written back and included in the calculation of the gain or
loss on disposal.

The carrying amount of goodwill, including goodwill remaining
eliminated against consolidated reserves, is reviewed annually
and written down for impairment when it is considered
necessary. A previously recognised impairment loss for
goodwill is not reversed unless the impairment loss was
caused by a specific external event of an exceptional nature
that was not expected to recur, and subsequent external
events have occurred which have reversed the effect of that

event.

Related parties

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. Related parties may be individuals or
corporate entities.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of assets

An assessment is made at each balance sheet date of whether
there is any indication of impairment of any asset, or whether
there is any indication that an impairment loss previously
recognised for an asset in prior years may no longer exist or
may have decreased. If any such indication exists, the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is calculated as the higher of the asset’s value in use
or its net selling price.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. An impairment
loss is charged to the profit and loss account in the period in
which it arises, unless the asset is carried at a revalued
amount, when the impairment loss is accounted for in
accordance with the relevant accounting policy for that
revalued asset.

A previously recognised impairment loss is reversed only if
there has been a change in the estimates used to determine
the recoverable amount of an asset, however not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is credited to the profit and
loss account in the period in which it arises, unless the asset
is carried at a revalued amount, when the reversal of the
impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Fixed assets and depreciation

Fixed assets, other than investment properties and
construction in progress, are stated at cost less accumulated
depreciation and any 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 fixed
assets have been put into operation, such as repairs and
maintenance, 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 fixed asset, the
expenditure is capitalised as an additional cost of that asset.

Depreciation is calculated on the straight-line basis to write
off the cost of each asset, less any estimated residual value,
over its estimated useful life. The principal annual rates used
for this purpose are as follows:

Leasehold land Over the lease terms
Buildings 2% to 15%
Leasehold improvements 10% or over the remaining
lease term

6% to 25%

10% to 25%

Plant and machinery
Furniture, fixtures and
office equipment

Motor vehicles 20% to 25%

The gain or loss on disposal or retirement of a fixed asset
recognised in the profit and loss account is the difference
between the net sales proceeds and the carrying amount of
the relevant asset.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Fixed assets and depreciation (continued)

Construction in progress represents a building under
construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct
costs of construction and capitalised borrowing costs on
related borrowed funds during the period of construction.
Construction in progress is reclassified to the appropriate
category of fixed assets when completed and ready for use.

Investment properties

Investment properties are interests in land and buildings in
respect of which construction work and development have
been completed and which are intended to be held on a long
term basis for their investment potential, any rental income
being negotiated at arm’s length. Such properties are not
depreciated and are stated at their open market values on
the basis of annual professional valuations performed at the
end of each financial year, except where the unexpired term
of the lease is 20 years or less, in which case depreciation is
provided on the then carrying amount over the remaining
term of the lease.

Changes in the values of investment properties are dealt with
as movements in the investment property revaluation reserve.
If the total of this reserve is insufficient to cover a deficit, on
a portfolio basis, the excess of the deficit is charged to the
profit and loss account. Any subsequent revaluation surplus
is credited to the profit and loss account to the extent of the
deficit previously charged.

On disposal of an investment property, the relevant portion
of the investment property revaluation reserve realised in
respect of previous valuations is released to the profit and
loss account.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Properties under development

Properties under development are stated at cost which
includes all development expenditure, interest charges and
other costs directly attributable to such properties.

Properties under development which have been pre-sold are
stated at cost plus attributable profits less any foreseeable
losses, and deposits received and instalments received.

When properties under development have been pre-sold, the
total estimated profit is apportioned over the entire period of
construction to reflect the progress of the development. On
this basis, profit recognised on the pre-sold portion of the
properties is calculated by reference to the proportion of
construction costs incurred up to the accounting date, to the
estimated total construction costs to completion, limited to
the amount of sales deposits and instalments received and
with due allowance for contingencies.

Properties under development which have either been pre-
sold or which are intended for sale and are expected to be
completed within one year from the balance sheet date are
classified as current assets.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in
non-current assets and rentals receivable under the operating
leases are credited to the profit and loss account on the
straight-line basis over the lease terms. Where the Group is
the lessee, rentals payable under the operating leases are
charged to the profit and loss account on the straight-line
basis over the lease terms.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investment securities

Investment securities in listed equity securities, intended to
be held for a continuing strategic or long term purpose, are
stated at cost less any impairment losses, on an individual
investment basis.

When a decline in the fair value of a security below its carrying
amount has occurred, unless there is evidence that the decline
is temporary, the carrying amount of the security is reduced
to its fair value, as estimated by the directors. The amount of
the impairment is charged to the profit and loss account for
the period in which it arises. When the circumstances and
events which led to the impairment in value cease to exist
and there is persuasive evidence that the new circumstances
and events will persist for the foreseeable future, the amount
of the impairment previously charged is credited to the profit
and loss account to the extent of the amount previously
charged.

Inventories

Inventories are carried at the lower of cost and net realisable
value. Cost is determined on the weighted average basis
and, in case of work in progress and finished goods,
comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on
estimated selling prices less any estimated costs to be
incurred to completion and disposal.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Cash and cash equivalents

For the purpose of the consolidated cash flow statement,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
which are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in
value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are
repayable on demand and form an integral part of the Group’s
cash management.

For the purpose of the balance sheet, cash and cash
equivalents comprise cash on hand and at banks, including
term deposits, which are not restricted as to use.

Income tax

Income tax comprises current and deferred tax. Income tax
is recognised in the profit and loss account or in equity if it
relates to items that are recognised in the same or a different
period, directly in equity.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Income tax (continued)

Deferred tax liabilities are recognised for all taxable temporary
differences:

. except where the deferred tax liability arises from
goodwill or the initial recognition of an asset or liability
in a transaction that is not a business combination
and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated
with investments in subsidiaries, associates and
interests in joint ventures, except where the timing of
the reversal of the temporary differences can be
controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, carry forward of unused tax assets and unused
tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary
differences, and the carry forward of unused tax assets and
unused tax losses can be utilised:

o except where the deferred tax asset relating to the
deductible temporary differences arises from negative
goodwill or the initial recognition of an asset or liability
in a transaction that is not a business combination
and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries, associates
and interests in joint ventures, deferred tax assets are
only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which
the temporary differences can be utilised.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised.
Conversely, previously unrecognised deferred tax assets are
recognised to the extent that it is probable that sufficient
taxable profit will be available to allow all or part of the
deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively
enacted at the balance sheet date.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control over

the goods sold;

rental income, on a time proportion basis over the
lease terms;

interest income, on a time proportion basis taking into
account the principal outstanding and the effective
interest rate applicable; and

dividend income, when the shareholders’ right to
receive payment has been established.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Employee benefits

Paid leave carried forward

The Group provides paid annual leave to its employees under
their employment contracts on a calendar year basis. Under
certain circumstances, such leave which remains untaken as
at the balance sheet date is permitted to be carried forward
and utilised by the respective employees in the following year.
An accrual is made at the balance sheet date for the expected
future cost of such paid leave earned during the year by the
employees and carried forward.

Employment Ordinance long service payments

Certain of the Group’s employees have completed the
required number of years of service to the Group in order to
be eligible for long service payments under the Hong Kong
Employment Ordinance in the event of the termination of
their employment. The Group is liable to make such payments
in the event that such a termination of employment meets
the circumstances specified in the Hong Kong Employment
Ordinance.

Provident fund scheme and other retirement benefits

The Group operates a defined contribution staff retirement
scheme (the “ORSO Scheme”) for certain of its employees,
the assets of which are held separately from those of the
Group in an independently administered fund. Contributions
are made based on a percentage of the eligible employees’
basic salaries and are charged to the profit and loss account
as they become payable in accordance with the rules of the
ORSO Scheme. When an employee leaves the ORSO Scheme
prior to his/her interest in the Group’s employer contributions
vesting fully, the ongoing contributions payable by the Group
can be reduced by the relevant amount of forfeited
contributions.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Employee benefits (continued)

Provident fund scheme and other retirement benefits
(continued)

The Group also operates a defined contribution retirement
benefits scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for those employees
who are eligible to participate in the MPF Scheme not
previously covered by the ORSO Scheme. Contributions are
made based on a percentage of the employees’ basic salaries
and are charged to the profit and loss account as they
become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered
fund. The Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in
the People’s Republic of China (“PRC”) are required to
participate in a central pension scheme operated by the local
municipal government. The subsidiaries are required to
contribute a certain percentage of the payroll costs to the
central pension scheme. The contributions are charged to
the profit and loss account as they become payable in
accordance with the rules of the central pension scheme.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Employee benefits (continued)

Share option scheme

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations.
The financial impact of share options granted under the share
option scheme is not recorded in the Company’s or the
Group’s balance sheet until such time as the options are
exercised, and no charge is recorded in the profit and loss
account or balance sheet for their cost. Upon the exercise of
share options, the resulting shares issued are recorded by
the Company as additional share capital at the nominal value
of the shares, and the excess of the exercise price per share
over the nominal value of the shares is recorded by the
Company in the share premium account. Options which are
cancelled prior to their exercise date, or which lapse, are
deleted from the register of outstanding options.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e. assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalised as part of the
cost of those assets. The capitalisation of such borrowing
costs ceases when the assets are substantially ready for
their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs capitalised.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies

Foreign currency transactions are recorded at the applicable
exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies at the
balance sheet date are translated at the applicable exchange
rates ruling at that date. Exchange differences are dealt with
in the profit and loss account.

On consolidation, the financial statements of overseas
subsidiaries and associates are translated into Hong Kong
dollars using the net investment method. The profit and loss
accounts of overseas subsidiaries and associates are
translated into Hong Kong dollars at the weighted average
exchange rates for the year, and their balance sheets are
translated into Hong Kong dollars at the exchange rates ruling
at the balance sheet date. The resulting translation differences
are included in the exchange fluctuation reserve.

For the purpose of the consolidated cash flow statement, the
cash flows of overseas subsidiaries are translated into Hong
Kong dollars at the exchange rates ruling at the dates of the
cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated
into Hong Kong dollars at the weighted average exchange
rates for the year.
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

SEGMENT INFORMATION

Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by business
segment; and (ii) on a secondary segment reporting basis, by
geographical segment.

The Group’s operating businesses are structured and
managed separately, according to the nature of their
operations and the products and services they provide. Each
of the Group’s business segments represents a strategic
business unit that offers products and services which are
subject to risks and returns that are different from those of
the other business segments. Summary details of the business
segments are as follows:

(@) manufacture and distribution of watches and
timepieces;

(b) property investment and development;

(@) manufacture and distribution of timber products; and

(d) corporate and others segment, comprising corporate
income and expense items and other businesses.

In determining the Group’s geographical segments, revenues
are attributed to the segments based on the location of the
customers, and assets are attributed to the segments based
on the location of the assets.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003 —EE=F+-_FA=+—H
4. SEGMENT INFORMATION (continued) 4. PEER (&)
(a) Business segments (a) E¥BoE
The following tables present revenue, profit/(loss) and TREVNNAKSEREBLSE 2
certain asset, liability and expenditure information for WAwmF (BER) RETE
the Group’s business segments. E-GEBRAZER:
Group: AEE:
Watches and Property investment Timber Corporate
timepieces and development products and others Consolidated
ERRRTER NERERER AHER DEAREM ]
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
CEERCF CERCF CERCE CEZRCF CBRCSF CBPCF CET=F CEFCF “EB=F "FBCF
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
FEr  TAr  TAr  TAx  FExr  FEr  TEr  TEr  FEr FExn
Segment revenue and gain: 2 BUA T
Sales to external customers ~ FSNRRFEHEE 85,133 103,890 4,133 5580 195,314 - 3,298 6,026 287,878 116,39
Other revenue and gain HE AR & 833 5,667 15 505 31,551 - 8,658 38 41,057 6,210
Total st 85,966 109,557 4,148 6,085 226,865 - 11,956 6,964 328,935 122,606
Segment results PEEE (3,625) 5,854 (5,610) (158)  (7,117) - (22,404)  (9,370) (38,756)  (3,634)
Finance costs HBER (8,851) S
Gain on disposal of an HE-—FEE
associate INTLE - 4,000
Write back of provision for an 2] £ ft fE it
other receivable REE 16,382 -
Write back of provision for 2] & Ei fE iy
a long term receivable REE - 7,000
o ) 93
Profit/(loss) before tax BEaER/ (B8) (31225) 7,326
Tax B ©61) (1,921
Profit/(loss) before minority 1B DR EEE
interests AR/ (BR) (31,886) 5,405
Minority interests DERRER (108) (12)
Net profit/(loss) from BREELE—%
ordinary activities EHmR/
attributable to shareholders  (E518) 2% (81,994) 5,393
= z 2 = F F £t



NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003 —EE=F+_HA=+—H

4. SEGMENT INFORMATION (continued) 4. SPEER (&)
(a) Business segments (continued) (a) XEB2E (&)
Watches and Property investment Timber Corporate
timepieces and development products and others Consolidated
BERRBHER NERERRR AHER DAREM &4
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
CEECE CEECF CEECHF CBECF CEEC-F CEE-F CEE-HF “EE-F CEESF CBECE
HK$'000  HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
FEx  Fhr  FET  TAT  TET  TEr FAr  FErT TAT  TEXR
Segment assets PHEE 72,934 102,039 426,504 81,889 316,613 - 347,652 381,943 1,163,703 565,871
Segment liabilities PEEE 29,113 24,784 237,075 6,255 42,372 - 358,497 15,326 667,067 46,364
Other segment information; ~ Eft S B E#:
Depreciation e 3,056 2,602 1,508 1,590 13,743 248 724 18,550 4,916
Impairment of fixed assets TEERE 2,034 - - - - - - 2,034 -
Provision for inventory REFERE
obsolescence 4,143 = = = = = = 4,143 =
Provision for bad and REREE
doubtful debs - - 580 700 87,185 - - 8765 700
Amortisation of goodwil HEEH - - - - 438 - = 438 =
Impairment of investment REEHAME
securities - - - - - 20,000 = 20,000 =
Capital expenditure EREY 7334 3751 16,382 - 316 321 - 4353 3751
(b) Geographical segments (b)y HESE
The following tables present revenue and certain asset THREINAER R ESF 2
and expenditure information for the Group’s WARBETEEHRATER-
geographical segments.
54 Hong Kong The PRC Consolidated
E 3 Ze
2003 2002 2003 2002 2003 2002
“EE=F C“EE-f C“EE=F Z—ZZ-F —BE=F —BE_f
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000 HK$’000
FAET FET FET FAET FAET FAET
Segment revenue: AREE:
Sales to external MINREP
customers HE 44,587 9,256 243,291 107,140 287,878 116,396
Other segment Hih o
information: B
Segmental assets AEEE 338,038 450,568 825,665 115,303 1,163,703 565,871
Capital expenditure EARES 24 - 24,329 3,751 24,353 3,751
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

5. TURNOVER AND OTHER REVENUE AND GAIN

Turnover represents the net invoiced value of goods sold,
after allowances for returns and trade discounts; interest

income and rental income received and receivables.

—EE=F+=-FA=+—H

5, EXBRAMBARKSE

LEBDEIGRERREZ TN ZE

%
EmBEBEFE UKD KRR EKRT
BRARBEE WA -

An analysis of turnover and other revenue and gain is as EEBREMBKARKZE 2 DT
follows: ™~
2003 2002
—EE=F —EE2CF
HK$’000 HK$’000
FAET FAETT
Turnover =
Sales of goods EmiEE 279,253 103,780
Interest income A B U A 3,298 7,036
Gross rental income Hel ARz 5,327 5,580
287,878 116,396
Other revenue Hilr A
Dividend income from listed EHRERE
investments A 340 =
PRC valued added tax refund RO R ER 9,816 5,667
Claim received (Note) BRRE (M) 8,233 =
Incentive bonus received from the WELE BT 2
PRC government RENIEAL 942 =
Others HAb 705 543
20,036 6,210
Gain W =
Gain on disposal of fixed assets & EEEE KRS 21,021 =
41,057 6,210
- ' ® = £ #




NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

TURNOVER AND OTHER REVENUE AND GAIN (continued)

Note:

On 25 June 1997, the Company entered into a sale and purchase
agreement (the “Goodnice Agreement”) with G. Yean Group Limited
(“G Yean”), an independent third party, pursuant to which the Group
agreed to acquire the entire issued share capital of Goodnice
International Limited (“Goodnice”), a company incorporated in Hong
Kong, at a consideration of HK$140 million, satisfied by the issuance
of 107,692,308 ordinary shares of the Company at HK$1.30 per
share.

Goodnice was engaged in the manufacturing of computer keyboards.
Pursuant to the Goodnice Agreement, G Yean provided profit
guarantees in respect of Goodnice to the Company for the three
years ended 31 December 1999. Following a shortfall of the net
profit after tax of Goodnice compared to the guaranteed amount for
the year ended 31 December 1999, the Company claimed from G
Yean a total of approximately HK$50 million (the “Claim”) and initiated
legal proceedings against G Yean for the Claim in 2001. Due to the
uncertainty on the outcome of the Claim, the claimed amount was
not reflected as a receivable in the previous years’ financial
statements.

On 8 August 20083, a settlement deed was entered into between the
Company and G Yean in respect of the settlement of the Claim and
a total of HK$8.2 million was received from G Yean during the year
as full settlement of the Claim.
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31 December 2003

NOTES TO THE FINANCIAL STATEMENTS
Ll

6. LOSS FROM OPERATING ACTIVITIES

The Group’s loss from operating activities is arrived at after

—EE=F+=-FA=+—H

6. RKEBHE

AEBZEEBAESNG, GIA) T

charging/(crediting): 5| & 18
2003 2002
—EE=F —EECF
Notes HK$’000 HK$’000
M & FET FAET
Cost of inventories sold** B EFER A 223,046 65,854
Depreciation e 13 18,550 4916
Amortisation of goodwill* SRSk FiN 15 438 =
Minimum lease payments under T RIEFELE
operating lease in respect of HHEBETHRIE
land and buildings A IE 2,673 430
Auditors’ remuneration % H R B & 950 1,128
Staff costs (excluding directors’ BIKAK (TEIE
remuneration (note 8)) EEME (A:8))
Wages and salaries T & & & 41,874 19,461
Provident fund contributions NIESHR 2,056 1,236
Less: Forfeited contributions T8 I8 U B R (31) =
Net provident fund contributions NESHFFE 2,025 1,236
43,899 20,697
Gross rental income e AR 5,327 5,580
Less: Outgoings 87 (1,173) (835)
Net rental income Hel A FHE 4,154 4,745
Provision for bad and REZREHE
doubtful debts* 37,765 700
Loss/(gain) on disposal of HEBTEERBE,
fixed assets, net () F58 (21,021) 3
Impairment of fixed assets* EEERE" 2,034 =
Impairment of investment REZFEHFRBE"
securities* 20,000 -
Provision for inventory REGFTERE
obsolescence 4,143 -
2z = = £ #



NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003 —EE=F+_HA=+—H

6. LOSS FROM OPERATING ACTIVITIES (continued) 6. KREEE (&)

*

* FAERME REREFRETE
BERREZEZBELGALER
mKR [EMELERIA-

The amortisation of goodwill for the year, provision for bad
and doubtful debts, and the impairment of fixed assets and
investment securities are included in “Other operating
expenses” on the face of the consolidated profit and loss
account.

EHGFEKACIZEE THA #T
E WREGFREGENETHREFK
EHYBETRIEHLYNEERRZ
34,052,000 L (Z EF = 4F :
1,091,0008 L) - L X B 5tZ E6H

> Cost of inventories sold includes HK$34,052,000 (2002: e
HK$1,091,000) relating to staff costs, depreciation, provision
for inventory obsolescence and minimum lease payments
under operating lease in respect of land and buildings, which
is also included in the respective total amounts disclosed

separately above for these types of expenses. SR AR
7.  FINANCE COSTS 7. HEKEBEA

Group

KE
2003 2002
—BE=HF —BE-HF
HK$’'000 HK$’000
FAEIT FAETT

Interests on bank loans wholly AFRNBHRENZ

repayable within five years RITERF B 8,851 =
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

8. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant to
the Rules Governing the Listing of Securities (the “Listing

Rules”) on The Stock Exchange of Hon

—EE=F+=-FA=+—H

8. EEM=

g Kong Limited (the

REEBHARIMBERAR ([BR
Prl) &z EmARRA (T EMARAL) R
BEERAGOIE1IGRRBEZFANE

“Stock Exchange”) and Section 161 of the Hong Kong EMemT:
Companies Ordinance, is as follows:
Group
KEE
2003 2002
—EE=F —EE2-F
HK$’000 HK$’000
FAET FET
Fees & 100 100
Other emoluments: E & -
Salaries, allowances and benefits Fre EZAR
in kind B = 3,603 3,887
Provident fund contributions RIREFHEIHER = 64
3,603 3,951
3,703

Fees include HK$100,000 (2002: HK$100,000) payable to

the independent non-executive directors.

emoluments payable to the independent non-executive

directors during the year (2002: Nil).

The number of directors whose remuneration fell within the

following bands is as follows:

There were no other

4,051

EFHNSTERBERNBILIFATES
2.100,000/% 7T (=
B FRAYLBABIIIFNTERTR

T =4 :100,000

NEMME (ZEZT_F:F)-

MENFTIBEZEEABBMAT:

Number of directors

EEAH
2003 2002
—®Re=fF —EB-F
Nil - HK$1,000,000 = £ 1,000,0007& 7T
HK$1,000,001 - HK$1,500,000 1,000,001/ 7t £ 1,500,000/ 7T
5 6
= z = = =3 F £+




NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

DIRECTORS’ REMUNERATION (continued)

There was no arrangement under which a director waived or

agreed to waive any remuneration during the year.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two
(2002: two) directors, details of whose remuneration are set
out in note 8 above. Details of the remuneration of the
remaining three (2002: three) non-director, highest paid
employees for the year are as follows:

—EE=F+=-FA=+—H

EEME (8)

FRWEEFH R KT R T
T2 ZHEe

EEREHFMAL

FALEESFMALH EFME

—ETE_FMA)REFT REZM
EERNEXMESHE-Hp =% (=
FE_F ZR)RaFHFEFAL
ZMEFIBW T

Group

rE
2003 2002
—EE=F —EEC-F
HK$’000 HK$'000
FHE T FET

Salaries, allowances and benefits e 2R R

in kind B 2,735 2,712
Provident fund contributions NESET I 34 -

The number of non-director, highest paid employees whose
remuneration fell within the following band is as follows:

2,769 2,712

MeNFTIBEZRSHMIFEES
BE AT :

Number of employees

EE AR
2003 2002
—se=# —se-f
Nil — HK$1,000,000 £ % 1,000,000% 7T 3 3
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

10.

—EE=F+=-FA=+—H

TAX 10. ®HIE
For the year ended 31 December 2003, no provision for Hong HRAEERBE—ZEZE=F+=_7
Kong profits tax has been provided as the Group did not —+—HIEFETERBEBELETW
generate any assessable profits arising in Hong Kong during JERBUER - WA "R FEAR B AT
the year. For the year ended 31 December 2002, no provision SHELBEE AR ASEERATS
for Hong Kong profits tax has been made as the Group has EEEAEHEER NWEHEEEZ
available tax losses brought forward from prior years to offset TR _F+_A=+—HALFERE
the assessable profits generated during that year. In ERERTEN R BEBRZEERSE
accordance with the relevant tax rules and regulations in the BAERELBE- BEPEEHAD
PRC, certain of the Company’s subsidiaries established in BRANETE AR ZRARF EK
the PRC enjoy income tax exemptions and reductions. The VB ARIAZERPEBNEER
subsidiaries established in the PRC are subject to income FEEMNREER - EFREKT 2K
taxes at tax rates ranging from 7.5% to 33%. B AR BIRT.5%ZE33% T EHAFTS
7o
Taxes on profits assessable elsewhere have been calculated RE A [E 2 FE R B = F B IR Th iR AR
at the rates of tax prevailing in the countries in which the SBRREEB AR ZRITHERIE
Group operates, based on existing legislation, interpretations B BITEN ZRBREEMGE
and practices in respect thereof.
2003 2002
—EE=F —EEC-F
HK$’000 HK$'000
FET FET
Group: RER:
Current — Hong Kong ENERRLIE — &/ & - -
— Elsewhere — H b= 1,661 1,921
Deferred (note 27) EERIE (Hf7t27) (1,000) -
Total tax charge for the year FAMIBHRAZ B

661 1,921

L]
]
[11
5y
o
i
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

—EE=F+=-FA=+—H

10. TAX (continued) 10. BiIE (&)
A reconciliation of the tax expense applicable to profit/(loss) ARG REWE R R KBS RN RFT
before tax using the statutory rates for the countries in which EBR 2 EERETE 2 BRBANG
the Company and its subsidiaries and associates are domiciled A (BB BRZHASL 2EE
to the tax expense at the effective tax rates are as follows: BREFE MBS HEERAT:
Group
rEE
2003 2002
—EE=F —EE-F
HK$’'000 HK$’000
F#ET FET
Profit/(loss) before tax BRELATE R (BE) (31,225) 7,326
Tax at the applicable rates to profits & B8 & KR i Fl 2@ A
in the countries concerned MERFE IR (4,206) 1,252
Income not subject to tax BAZRMR WA (3,567) (1,759)
Expenses not deductible for tax IR d =53 10,310 1,096
Tax benefit from tax holiday HEEEHRNNHIESZ 163 (79)
Tax losses utilised from previous BEREMAREES
periods (3,021) -
Tax losses not recognised RERMIBBIE 982 1,411
Tax charge at the Group’s NAEBEBRBERFEZ
effective rate 75t T8 B S2 661 1,921
11. NET PROFIT/(LOSS) FROM ORDINARY ACTIVITIES 11. BRREME—MEKARN  (FBE)
ATTRIBUTABLE TO SHAREHOLDERS po-gC
The net loss from ordinary activities attributable to HE_ZZ-_F+-_A=+—HL*F
shareholders for the year ended 31 December 2003 dealt E - BREREGLHE —MBREBEBBERE
with in the financial statements of the Company, was 21,467,000 T (Z B T = F :
HK$21,467,000 (2002: HK$1,131,000). 1,131,000/ 7T) E R AR B 0 B | &
NERE -
12.  EARNINGS/(LOSS) PER SHARE 12. BREF (&#8)
The calculation of basic loss per share is based on the net EREABEBRIDBEFARRENLE
loss attributable to shareholders for the year of 18 ¥ 5831,994,0008 L (Z T —4F:
HK$31,994,000 (2002: net profit attributable to shareholders A% B8 g {5 4 K1) 5,393,000 7T) RER
of HK$5,393,000), and the weighted average of BEBTTBRKRMNEFHHE
1,554,831,000 ordinary shares (2002: 1,552,193,392 ordinary 1,554,831,000/% (Z &2 T = & :
shares) in issue during the year. 1,552,193,392/%) st & -
Diluted earnings/(loss) per share amounts for the years ended HRBEFETENREEEH K
31 December 2003 and 2002 have not been disclosed as no WEFEHE ST -—"FR_TZT
diluting events existed during the years. F+tZA=ZT+—RLFESREER
M, (EE) 8osE-
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003 —EFE=FF+-A=+—H
13.  FIXED ASSETS 13. BEEEE
The Group KE&EH
Furniture,
Leasehold fixtures
improve- and office
Investments Land and ments Plantand  equipment Motor  Construction
properties  buildings BENE  machinery HEEER vehicles in progress Total
RENE tHRET ¢ RERBE BLERE RE ERIRE By
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET FET FET
Cost or valuation: KAEREE:
At beginning of year E1) 53,860 83,913 1,091 4,828 10,779 5,156 - 159,627
Additions RE 16,382 1,193 3,147 1,042 1,575 1,014 - 24,353
Acquisition of WEHBAR

subsidiaries (K3116)

(note 31(b)) - 147,952 - 82,461 18,751 9,679 10,194 269,037
Disposals L& = = = = (1,554) (307) (9,818) (11,679)
Deficit on revaluation ~ EfE B4 (2,495) - - = = = = (2,495)
Exchange realignment  [E X #A% - (1,327) - (744) (229) (166) (88) (2,554)
At 31 December 2003 R-TE=F

+-A=+-H 67,747 231,731 4,238 87,587 29,322 15,376 288 436,289
Analysis of cost or RAED
valuation: HEDH:
At cost KAE = 231,731 4,238 87,587 29,322 15,376 288 368,542
At 2008 valuation “ET-ERE 67,747 - = = = = = 67,747
67,747 231,731 4,238 87,587 29,322 15,376 288 436,289
Accumulated ZRAERAE:
depreciation and
impairment:
At beginning of year 1 - 51,065 1,013 1,964 6,778 2,786 - 63,606 63
Depreciation provided ~ FRHFE

during the year - 7,048 505 6,454 2,470 2,073 - 18,550
Impairment provided ~ FRFE

during the year - - - 2,034 - - - 2,034
Disposals = - - - - (1,297) - - (1,297)
Exchange realignment ~ E X% - (29) - (16) (36) (20) = (101)
At 31 December 2003 R-ZE=F

+-A=1+-H - 58,084 1,518 10,436 7,915 4,839 - 82,792
Net book value: REFE:
At 31 December 2003 R-ZE=F
+-A=1+-H 67,747 178,647 2,720 77,151 21,407 10,537 288 353,497
At 31 December 2002 R=TE-F
+-A=1+-H 53,860 32,848 78 2,864 4,001 2,370 - 96,021
= z 2 = F £t



NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003 —EE=F+_HA=+—H

13.  FIXED ASSETS (continued) 13. BIEEE (&)

The Company Vi NN

Furniture,
fixtures and

office Leasehold
equipment improvements Motor
HRE-£EK HE vehicles Total
BAERE MERE AE k]
HK$000 HK$000 HK$'000 HK$'000
FET FET FET FET
Cost; AE:

At beginning of year E4 2,495 626 610 3,731
Additions ANE 24 - 297 321
Disposals & (13) = = (13)

At 31 December 2003 RZET=F
+-A=+-8 2,506 626 907 4,039

Accumulated depreciation: 2REME:

At beginning of year F1 2,341 553 364 3,258
Provided during the year ENEE 58 30 160 248
Disposals HE (4) = = (4)

At 31 December 2003 RZET=F
+-A=+-8 2,395 583 524 3,502

64 Net book value: REFE:

At 31 December 2003 RZET=F
+-A=+-8 111 43 383 537

At 31 December 2002 RZET-F
+-A=+-8 154 73 246 473

ANNUAL REPORT
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003 —EFE=FF+-A=+—H
13.  FIXED ASSETS (continued) 13. EBEEEE (#)
The Company (continued) AT (#E)
The Group’s land and buildings included above are held under EXBEZASETIHEEFHET
the following lease terms: S EARE A -
Hong Kong Elsewhere Total
B8 Hithih & wE
HK$’000 HK$’000 HK$'000
FET FET FET
At cost: PN IEE
Short term leases EEAY - 3,967 3,967
Medium term leases f BRI 49 - 152,495 152,495
Long term leases REAME A 74,852 417 75,269
74,852 156,879 231,731
At 31 December 2003, the Group’s leasehold land and RZETE=F+=_A=+—RH &%
buildings with carrying values of HK$133,446,000 (2002: Nil) MR B 3% B BR T {8 133,446,000%
held in the PRC were pledged to secure certain banking T(ZEE - 2) 2HETHRIE
facilities granted to the Group (note 24). FEEERE BASERGBSE TR

BE (fFE24) °

The Group’s investment properties are held under the AEBEZREMETIIR T F R

following lease terms: 5
Hong Kong Elsewhere Total

B Hitih & 4 E 65
HK$’000 HK$’000 HK$’000
FAET FE&T FAET
At valuation: (EXER

Medium term leases fRHAFR 49 = 20,500 20,500
Long term leases REFAL 32,380 14,867 47,247
32,380 35,367 67,747




NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

13.

ANNUAL

FIXED ASSETS (continued)

The Company (continued)

The Group’s investment properties were revalued on 31
December 2003 by Chung, Chan & Associates (“CCA”),
independent professionally qualified valuers, at
HK$67,747,000 on an open market, existing use basis. A
revaluation deficit of HK$2,495,000 resulting from the above
revaluations, has been charged to the profit and loss account.
Details of the additions to the investment properties during
the year are set out in note 31(a) to the financial statements.
Certain of the Group’s investment properties are leased to
third parties under operating leases, further summary details
of which are included in note 33 to the financial statements.
As at 31 December 2003, the Group had an investment
property (the “Dongguan Property”) located in Dongguan,
Guangdong Province of the PRC, with the carrying amount
of HK$20,500,000 (2002: HK$19,500,000). The Group has
not yet obtained the relevant title certificate for the Dongguan
Property. As confirmed by the Group’s legal advisors, the
Group is the rightful and equitable owner of the Dongguan
Property.

Further details of the Group’s investment properties are
included on page 99 of the annual report.

As at 31 December 2003, the Group has not yet obtained
the title certificates for certain of its leasehold land and
buildings situated in Shenzhen, Guangdong Province of the
PRC and Beijing, the PRC with a net book value of
approximately HK$20,212,000 (2002: HK$977,000). As
confirmed by the Group’s legal advisors and the Company’s
directors, the Group has obtained the right to use the land
and buildings legally and can obtain the relevant title
certificates through making applications to the relevant

government authorities.

REPORT 2003

—EE=F+=-FA=+—H

13.

B E&E (M)

AT (&)

REBEZREMER_TSZT=F+=
A=+ —HEHMBIYBRERA(GHEM
BET (G277 RAAMERR
1TR®BEESMHAB67,747,000% 7T A
it E B A4 22,495,000 T E 8
HMERBEZXRINKR - FAREZRE
YIEFIBHR T IS RERMIFE31(0) ° A
EEETREVECDRLEEHNEE
FHERE=H E—THRERTH
HERMANB-R_ZEE=F+_-_A=
+—H AEERFEERERET
BE—REME([REWE]) FE
8 420,500,000 7T (Z T T = F:
19,500,000 7T ) - ANE B I REE R
EMECEBAEEER - AEE
EEHNERR AEERREWEZ
AERBEELENHER A

R-TBEZT=F+-_A=+—8 &&
ENARSECATBRERE ZIIKR
ItrmzETHELHREF 2 ¥
BH ZEITHEEFCREEFED
#20,212,0008 5t (Z T T = F:
977,000 7T) - NE @ 2 A ERER Rk
ARAREZEHR AEEENEA
EERAZEL M REFT 2R WA
iR A A B BT 50 PR I BB 5 i RS
ENE S



NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003 —EFE=FF+-A=+—H
14. PROPERTIES UNDER DEVELOPMENT 14, BRDYE
Group
rEE
2003 2002
—EE=F —EE-F
HK$’000 HK$’000
FET FET
Acquisition of subsidiaries (note 31(b)) UWEEHIE A F (A:31(b))
and at end of year FEEFK 332,091 -
The properties under development are situated in Beijing, the AREEBEERYEMRARILR I
PRC and are held under long term lease. Subsequent to the EERAHOSE - AERRE ~AEER
balance sheet date, the Group’s properties under development BRHMECER T —RBT LB
were pledged to a bank for a bank loan facility amounted to #9377,000,000& TLIRITE KB E ©
approximately HK$377 million.
Further details of the Group’s properties under development EAASEBRRIAMEFBERNTR
are included on page 100 of the annual report. %1008 -
15.  GOODWILL 15. H8
The amounts of the goodwill capitalised as an asset in the AWENBATEECHEBSTEER
consolidated balance sheet, arising from the acquisition of FTEXN RIREEERBBRINEELE
subsidiaries, are as follows: R NE
Group rEE
HK$’000
FET
Cost: B ANE -
Acquisition of subsidiaries W EE M B~ =) (KTaE31(b))
(note 31(b)) and at FRZZTE=F
31 December 2003 +=-—A=+—8 5,838
Accumulated amortisation: REHE:
Amortisation provided during the year 4 R ## 85 & %
and at 31 December 2003 —ET=F+_A=+—H 438
Net book value: BREDFE:

At 31 December 2003 R—_EE=ZF+_A=+—H 5,400
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

—EE=F+=-FA=+—H

15. GOODWILL (continued) 15. B8 (|
As detailed in note 3 to the financial statements, on the SN IS MR MR SFT AR RE B R
adoption of SSAP 30 in 2001, the Group applied the —ET-FRMNEFTEHEREI0%
transitional provision of SSAP 30 that permitted goodwill in B - ODEAeTEKELNEI05HBEE
respect of acquisitions which occurred prior to the adoption B R TR ST E R ERAI#E
of the SSAP, to remain eliminated against consolidated TRE HENREEREHE-
reserves.
The amounts of goodwill remaining in consolidated reserves RZEBEE=F+ZA=+—HBMRE
as at 31 December 2003, arising from the acquisition of GBI EESE (R —F#H
subsidiaries prior to the adoption of SSAP 30 in 2001, e st 'S EFE305ATREHE A
amounted to HK$15,300,000 as at 31 December 2003 (2002: RIFFE4) £15,300,0008 T (Z&F
HK$15,300,000). —%:15,300,000/ 7T) °
16. INTERESTS IN SUBSIDIARIES 16. FGMIE D Rl =
Company
¥ NN
2003 2002
—EE=F —EE-F
HK$’000 HK$’000
F#ET FET
Unlisted shares, at cost JEETRG B AE 128,174 21,374
Due from subsidiaries FEU B B 2~ Bl R 541,664 438,761
669,838 460,135
Provision for impairment BB B (311,800) (276,800)
358,038 183,335
Except for an amount due from a subsidiary of HK$3,766,000 br— R B AR —FERFFEL4ER
which bears interest at 5.4% per annum, the balances with B 28,766,000/ T K KN ET AR
subsidiaries included in the Company’s interests in EIAGIEMAGIPA: F - )= NE =3
subsidiaries are unsecured, interest-free and have no fixed DEER RERERTEENRM
terms of repayment.
ANNUAL REPORT 2003



NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

INTERESTS IN SUBSIDIARIES (continued)

Particulars of the principal subsidiaries are as follows:

—EE=F+=-FA=+—H

16. FrEMBARER (&)

TEMBRAFBOT:

Nominal
value of
issued
Place of ordinary/ Percentage
incorporation/ registered of equity
registration capital attributable
and operations 2817 to the Company
Name ML, @/ T NN 3 Principal activities
=F BN E-—F 3.8 RAHEE RAE D FTEER
Direct Indirect
B e 1%
Qingapen Limited Hong Kong/PRC HK$2 100 - Property investment
FERARAA B&/HE 2% T MERE
Wisdom Power Property Hong Kong HK$2 100 - Property investment
Limited s 2B T MERE
BNMERARRDA
China Everbright Hong Kong/PRC HK$2 100 - Property investment
Commercial Network &H&,/F 2% T MEHKE
Services Limited
Hh B K RS S A AR
iz % B BR 2 7
Everbright-Creation Hong Kong US$50,000 100 - Investment holding 69
International Limited BB 50,000% T BEER
Everbright Watch and PRC# HK$30,000,000 = 100  Manufacture and
Clock (Shenzhen) A # 30,000,000 7T sale of watches

Co., Limited
KRR ESE ORYI)
BRATA

and timepieces
ERHEERR

B &5t & mm
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

16.

ANNUAL

INTERESTS IN SUBSIDIARIES (continued)

—EE=F+=-FA=+—H

16. FrEMBARER (&)

Nominal
value of
issued
Place of ordinary/ Percentage
incorporation/ registered of equity
registration capital attributable
and operations 2817 to the Company
Name HEMEL, @/ T NN 3 Principal activities
=F BN E-—F 3.8 RAHEE RABZE FTEER
Direct Indirect
B e 1%

Sealgold Precision PRC# HK$3,000,000 - 100  Sale of watches
Manufacturing A # 3,000,000/ 7T and timepieces
(Shenzhen) Co., Limited $H S SE Bk RS E M

AR EBEBRE ORI
BRAA

Everbright Timber Industry PRC# US$45,525,860 = 100  Manufacture and
(Shenzhen) Co., Ltd.” A # 45,525,8603 7T sale of timber

HRAMITE CRID products
BRG] BUERHEARAMER

It R RS R E R PRC@ RMB20,000,000 - 100  Property development
BROF([RE]) TEHe@ A R #20,000,0007T MEERE

# Registered as a wholly foreign-owned enterprise in the PRC. # R EFMEEIELFE-

@ Registered as a foreign investment limited liability company @ RPBEFMAEINEIREBR AR

in the PRC.

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

length.

REPORT

Subsidiaries acquired during the year.
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* FRAKBZMEBAT-

ERBINEERBRIEFEAKER
FEZEBIBUASEEEREE
REAZARARMBRE - EZRA
HIEMMBARZENKESEH
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

16.

INTERESTS IN SUBSIDIARIES (continued)

During the year, the Group acquired Everbright Timber
Industry (Shenzhen) Co., Ltd. from a subsidiary of a substantial
shareholder of the Company. Further details of this acquisition
are included in notes 31(b)(i) and 35 to the financial
statements.

The Group holds a 51% equity interest in Shunde Everbright
Sunto Computer Co. Ltd., a company established in the PRC
through which the Group had intended to participate in the
manufacturing and the sale of computer casing products with
third parties. Due to the non-disclosure of certain material
transactions by the subsidiary’s management and its minority
shareholder, the Group had reasonable doubt as to the
reliability of the financial information provided by the
subsidiary. The directors of the Company are of the opinion
that the subsidiary is practically in a management dead-lock,
and the value of the Group’s investment in this subsidiary,
and the collectibility of the amount due from it in aggregate
of HK$60.5 million are doubtful. Accordingly, the Group’s
interest in this unconsolidated subsidiary has been fully
provided as from the year ended 31 December 1998. The
Group will not make any further investment in this subsidiary.

16.

—EE=F+=-FA=+—H

FRG B BB 1~ B 2 (M)

FANAEERARAAEFERRE —ME
M A mMEE X AARM T2 ORI &
RN Az U 2 i — B IEE AN B
TERAR M FE31(b)([() %35 °

REBEFARF B BT KR
g 38 B fi B R A A 51 %R AN s o A

SERBEEBZARBRAE =724
SUENHE B E - AR %

BRARAZEEREREVEBRRRER
BETEARS AEEHZNMEA
IRt 2 M ER 2 A ST A &R
FA-ARREEFER/ZMBRAZ
EEERLERABR FAXREE
RZMBRARZREEBREDTKDZ
Mt B~ & 2 Rk (& #£60,500,000%
7C) B RCER [ o B Ut - AN 5 B AT A 3% R
mAaFtARBZHMBAR R HE
E-ANANE+ZA=+—HILLFE
EEHEZEBE ASE TS HZM
BARELERE-—FKRE-
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

—EE=F+=-FA=+—H

17. INTERESTS IN ASSOCIATES 17. FihBEQTER
Group Company
~E RAF
2003 2002 2003 2002
=& -R¥-F "BBP=F —®BEF-F
HK$’000 HK$’000 HK$’000 HK$°000
FET FET FET FET
Unlisted shares, at cost FEMBRG  RAE = = 39,301 39,301
Share of net assets BIEEESFE - - = =
- - 39,301 39,301
Amount due to an associate JRE 151 Bt & 1 A) R 3K (3,649) (3,649) (3,649) (3,649)
Provision for impairment (B B - - (35,652) (35,652)
(3,649) (3,649) - -

The amount due to an associate is interest-free, unsecured,

ENBERRARRALE EBER X

not repayable in the next year, and is included in long term BEARBFEE - ZARERBEE

other payables. R BB FETBR Ko

The Group’s associates had no significant effect over the HE_ZZ-F+-_A=+—HIHF

results or assets of the Group for the year ended 31 December T ASBBEARRASBRESE

2003. FEEWREATE S
ANNUAL REPORT 2003



31 December 2003

17.

NOTES TO THE FINANCIAL STATEMENTS
Ll

INTERESTS IN ASSOCIATES (continued) 17.

Particulars of the principal associates are as follows:

Place of
incorporation/
registration and

Business operations

Name structure  EM R FEM
=8 XBRE RE R
China Everbright Corporate The British

Telecom-Land NG Virgin Islands

Network Limited (the “BVI”)
R KR R A% R 4t RERLHES

BRAA (IREBREZES])
Everbright Telecom-Land Corporate PRC

Network (Shanghai) N H

Co. Ltd.
RRBERMMABES RS (LE)

BRAA

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

—EE=F+=-FA=+—H

Frib B & A R R (4)

TEBRERAZHEBOT:

Percentage
of ownership
interest
attributable
to the Group

REE Principal
FEEFrE R activities
EzZEo FTEEK

35 Investment
holding

wEERK

35 Retailing
=€

EFERB/ERMINZASHEBERT
BAKBERFAZEEFEEN X
RAEBEZEEFEZCETER D
SRR TEEMBE AR ZHE
SBNITK-

35 hk X ol

L]
L]
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o
i

73



NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003 —EFE=FF+-A=+—H
18. INVESTMENT SECURITIES 18. REEH
Group
rEH
2003 2002
—EE=F —EEC-F
HK$’000 HK$’000
FE&T FAET
Listed equity investment in EXEETRERE KAE
Hong Kong, at cost 54,440 53,687
Provision for impairment VKR L (34,200) (14,200)
20,240 39,487
Market value 1A 39,045 14,487
The market value of the Group’s long-term listed equity REETBHHFERILEAR AEBERE
investment at the date of approval of these financial Hl F AR EIRE M E A A20,400,000
statements was approximately HK$20.4 million. BT e
The market value of the Group’s long-term listed equity AEBRBETREREZTERE
investment was below its carrying amount for a prolonged MEREEFEAE - BREBEEIIAEAR
period. The impairment loss was determined by the directors RIESKL2ZE LMRELEZFHE
of the Company with reference to the average prevailing Tk mMEMmMET -

quoted market price of the listed equity investment.

74
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

19.

20.

—EE=F+=-FA=+—H

INVENTORIES 19. #=FE
Group
KEE
2003 2002
—EE=F —EEC-F
HK$’000 HK$’000
F#ET FAET
Raw materials R 31,730 10,085
Work in progress ERM 10,582 3,807
Finished goods B o 55,470 26,054
97,782 39,946
At the balance sheet date, the Group had no inventories REEH RSB WETZEFE
carried at net realisable value (2002: Nil). NNECHEE(ZEZEZF:F) -
TRADE RECEIVABLES 20. FEWERR

The Group’s trading terms with its customers are mainly on
credit, except for new customers, where payment in advance
is normally required. The credit period is generally for a period
of one month, extending up to three months for major
customers. Each customer has a maximum credit limit. Trade
debtors with balances that are more than three months
overdue are required to settle all outstanding balances before
any further credit is granted.

B#EP-—RFEBREMNKIN AE
BEERPIIVZEEGAREZLMN
AIEEMAR MEEH-—RAH—
B TEXFPAERERZ =EH
ZEEHM-BREPRAEELR B
HI= {8 A A £ 2 FEWRR KA SR AN &
BREEME—FEERMBEMARE
EEREE

L]
A
[l
o
W
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

20. TRADE RECEIVABLES (continued)

An aged analysis of the trade receivables as at the balance
sheet date, based on invoice date, and net of provisions, is

as follows:

—EE=F+=-FA=+—H

20. FEWER (&)

RUEFNEE A RREZEH R
B ER R DTN :

Group

rEE
2003 2002
—EEC=F —EEC-F
HK$’000 HK$'000
FA&T FAET
1 to 3 months 1231 A 11,606 6,007
4 to 6 months 4Z6fE A 475 71
7 to 12 months 7E212{8 A 51 479
More than 1 year 1F LA+ 109 231
12,241 6,788

ANNUAL
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21.

NOTES TO THE FINANCIAL STATEMENTS
Ll

—EE=F+=-FA=+—H

CASH AND CASH EQUIVALENTS AND PLEDGED 21. BHERRLSEYHECIEMHET
DEPOSITS X
Group Company
rE b N
2003 2002 2003 2002
—EE=f CEBE-H CEBT=Ff ZETET_-F
HK$'000 HK$'000 HK$'000 HK$’000
FET FET FET FET
Cash and bank balances ReERRTERF 84,496 34,336 13,108 3,919
Time deposits EHRER 240,643 323,168 230,197 323,168
325,139 357,504 243,305 327,087
Less: Deposits pledged for BB HRITER
short term bank loans |2 7R
(note 24) (KtiF24) (4,797) = = =
Cash and cash equivalents ReRREEED 320,342 357,504 243,305 327,087

At the balance sheet date, the cash and bank balances of
the Group denominated in Renminbi (“RMB”) amounted to
HK$53,522,000 (2002: HK$19,934,000). The RMB is not
freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct
foreign exchange business.

REEB AEERARB (TAR
k) BEMZES RIBITETA AL
#$53,522,0008 5t (Z T T = F:
19,934,000/ 7T) - ARBTE AR
BRAEEMERE A - 1B & BB A Hh
EEELEE EERMNESERT.
REBEREERBEETINERER 2
BITHAREEBLBHMEK.

|
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003 —EE=F+_HA=+—H

22. TRADE PAYABLES 22. EFERR

An aged analysis of the trade payables as at the balance JENEFNEERLRRBREZAHBE

sheet date, based on invoice date, is as follows: ROMTWT:
Group
rTEE
2003 2002
—EE=F —EECF
HK$’000 HK$’000
FAET FET
1 to 3 months 12 3@ A 21,278 11,867
4 to 6 months 472618 B 4,197 1,181
7 to 12 months 7212{@ A = 3,263
More than 1 year BiB1F 290 -
25,765 16,311
23. OTHER PAYABLES AND ACCRUALS 23. HttENERRRETER
Group Company
rEE b NN
2003 2002 2003 2002
“BR=F —BT-F "-BE=F C—BB-F
HK$’000 HK$’000 HK$’000 HK$’000
FE T FET F&ET FET
Accruals fEsT & 15,371 3,643 706 829
Deposits received Blizs 4,114 2,815 = =
78 Other payables H A & 5 BR 3K 160,617 17,066 110,675 10,845
180,102 23,524 111,381 11,674
Portion classified as IMERBBEZH S

current liabilities (160,102) (22,799) (91,381) (11,674)
Long term portion RHH D 20,000 725 20,000 =

ANNUAL

REPORT




NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

24. BANK AND OTHER LOANS 24, MAOARHMBER
Group
rEE
2003 2002
—EE=F —EEC-F
HK$’000 HK$’000
F#ET FAET
Bank loans repayable within HR—FANEE
one year, secured EEBIEITER 242,361 =
Other loans not repayable within BER—FRNEERZ
one year, unsecured Hfth K R E 5K 201,044 =
443,405 —
Portion classified as current liabilities ~ ZI{ERE B E I 5 (242,361) -
Long term portion REIE o 201,044 =
The Group’s other loans are unsecured, bear interest ranging AEBZEMERDERR RFF
from nil to 5.4% per annum and are not repayable within one REFBSLAEFERBAEAE—FRNE
year. iE o
As at 31 December 2003, the Group’s bank loan facilities RZZEZE=F+=_A=+—H &&%
were secured by: RITEERMEN TS IEEER:
() the pledge of the Group’s time deposits amounting to (i) HEHRAEBEEBHERD

—EE=F+=-FA=+—H

approximately HK$4,797,000 (2002: Nil) (note 21);

4,797,000 T (T Z — F:
Z) (KFsE21);

79
(ii) a legal charge over the Group’s medium term leasehold (i) AEEBERBEFHHEERE R
land and buildings situated in the PRC with net book —EE=F+-A=+—HZ
value amounting to approximately HK$133,446,000 as BR T /F{E 49133,446,000/8 7T 2

at 31 December 2003 (note 13); and

(ifi) a corporate guarantee executed by a substantial

shareholder of the Company to the extent of

HK$310,695,000.

FEEE T RET (KFE13)
ZETEMRE &

(iy ARBEBRERMELHZAAE
R 5% % 310,695,000/ JT °
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

25.

26.

27.

ANNUAL

DUE TO A SUBSTANTIAL SHAREHOLDER

The amount due to a substantial shareholder is unsecured,
interest-free and has no fixed terms of repayment.

—EE=F+=-FA=+—H

BN—2XTERRIX

EN—ZTERERRIERE
BREBTERSR-

DUE TO RELATED COMPANIES ENBEQRRK
The amounts due to related companies are unsecured, BRBEARRREERR RER
interest-free and have no fixed terms of repayment. EETERE-
DEFERRED TAX EEHIE
The movement in deferred tax assets during the year is as FAREHRBEECEBHT:
follows:
Group
rEE
2003 2002
—EE=F —EEC-F
HK$’000 HK$'000
FE&T FET
Deferred tax asset in respect of BEffABHZE_ZEE=F
losses available for offset against +ZA=+—HLEFE
future taxable profit credited EnXB@EUEIERR
to the profit and loss account FERBL RN 2 B
during the year and BEEMIBEE
at 31 December 2003

The Group has tax losses arising in Hong Kong of
HK$34,411,000 (2002: HK$21,515,000) that are available
indefinitely for offsetting against future taxable profits of the
companies in which the losses arose. Deferred tax assets
have not been recognised in respect of these losses as they
have arisen in subsidiaries that have been loss-making for
some time.

At 31 December 2003, there is no significant unrecognised
deferred tax liability (2002: Nil) for taxes that would be payable
on the unremitted earnings of certain of the Group’s
subsidiaries, associates or joint ventures as the Group has
no liability to additional tax should such amounts be remitted.

REPORT 2003
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21,515,000/ 7t) * A B Fi 18 B 18 Al
EERHAAERELEREBIE AR Z
HEERFR M BARZEWE QT
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

27.

28.

—EE=F+=-FA=+—H

DEFERRED TAX (continued) 27. EEHIE (#)
There are no income tax consequences attaching to the RARMERFRNR S EEET
payment of dividends by the Company to its shareholders. MAEHEE:.
SSAP 12 (revised) was adopted during the year, as further FAERMNEHEBHERNE 125 (&
explained in note 2 to the financial statements. This change 1BF]) #E— T BEHN I B WmEKM 5T
in accounting policy has resulted in the recognition by the 2 REBERZZETE=F+_A=*+—
Group of a deferred tax asset as at 31 December 2003 of AREERIBEERAE@STIREE
HK$1,000,000. As a result, the consolidated net loss &) i #52.1,000,000/8 70 A It B = —
attributable to shareholders for the year ended 31 December TZE=—F+_A=t+—HBLEFEZR
2003 decreased by HK$1,000,000. REIH4RE BEFED R 21,000,000
P TT e
SHARE CAPITAL 28. R
2003 2002
—EER=F —EECF
HK$’000 HK$'000
FAETL FAET
Shares & 5
Authorised: ETE
2,000,000,000 2,000,000,000/%
(2002: 2,000,000,000) (=22 =% :2,000,000,0008%)
ordinary shares of HK$0.10 each FREMBOA0E T 2 ERE 200,000 200,000
Issued and fully paid: EBITRBEHLE:
1,544,831,000 1,544,831,000/%
(2002: 1,544,831,000) (ZZT —%:1,544,831,0008%)
ordinary shares of HK$0.10 each FREMBA0E T 2 EAE

154,483 164,483
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

28. SHARE CAPITAL (continued)

During the year ended 31 December 2002, the Company
repurchased 8,518,000 of its ordinary shares of HK$0.10
each on the Stock Exchange, the summary details of which
are as follows:

—EE=F+=-FA=+—H

28. A (@)

HE-ZET-_F+ZA=+—HLHF
B ARARRBIXABEEEGREE
0.10/8 JT 2 & 3@ A% 8,518,0000% * A 3
BB

Number of
shares Price per share

repurchased BRER Total

Month B E K5 Highest Lowest  price paid
AH #A BE =434 ERCEE
HK$ HK$ HK$’000

HET E T FHET

October 2002 —TT=F+A 2,644,000 0.295 0.25 724
November 2002 —EE-F+—F8 5,874,000 0.32 0.30 1,838

8,518,000

The repurchased shares were cancelled during the year ended
31 December 2002 and the issued share capital of the
Company was reduced by the par value thereof. The premium
paid on the repurchase of the shares, of HK$1,710,000, was
charged to the share premium account (note 30) in
accordance with the provisions of the Companies Law of the
Cayman lIslands.

The repurchases of the Company’s shares during the year
ended 31 December 2002 were effected by the directors,
pursuant to the mandate from shareholders received at the
previous annual general meeting, with a view to benefiting
shareholders as a whole by enhancing the net asset value
per share and earnings per share of the Group.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003 —EE=FF+=-A=+—H
28. SHARE CAPITAL (continued) 28. RRA (@)
A summary of the above movements in the authorised and ERARB ZEEREEITRAES)
issued share capital of the Company is as follows: Bt an T
Nominal
Number of Number of value
authorised shares of shares
shares issued issued
EE B2 81T B %17
B4 E qvig - Q] B3 EE
‘000 '000 HK$’000
FhaR F Az FAETT
At 1 January 2002 R_EZE_F—HF—H 200,000 1,553,349 155,335
Repurchase of shares EAEIl g = (8,518) (852)
At 31 December 2002, A —EE-F+=A
1 January 2003 and =t+—H - ZEBEZT=%F
31 December 2003 —RA—BRZZET=F
+=-—HA=+—H 200,000 1,544,831 154,483
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

29.

ANNUAL

SHARE OPTION SCHEME

The Company has a share option scheme which was adopted
on 25 May 2001 whereby the directors of the Company are
authorised, at their discretion, to invite employees of the
Group, including directors of any company in the Group, to
take up options to subscribe for shares of the Company. The
share option scheme shall be valid and effective for a period
of ten years ending on 24 May 2011, after which no further
options will be granted. The exercise price of options was
determined by the board and was the higher of the nominal
value of the Company’s shares and 90% of the average of
the closing prices of the Company’s shares on the Stock
Exchange for the five business days immediately preceding
the date of grant.

Pursuant to the amendments (the “New Rules”) to Chapter
17 of the Listing Rules, any options granted after September
2001 must comply with the provisions of the New Rules. If
the Company wishes to grant options to its directors or other
eligible participants in future, a new share option scheme in
compliance with the New Rules is to be approved and
adopted by the shareholders of the Company in a general
meeting. Since the adoption of the New Rules, no new share
option scheme had been approved nor adopted.

During the year, no share options were granted or exercised
and there were no outstanding options at 31 December 2003
(2002: Nil).

REPORT 2003
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29.

BrRRABROESTSE

ARRAR_FTFT—FAA_tTHAER
M—REEABBRMOE S B K
ARAIEFANBAFASEREER (8
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Pz FHKRTEZ90% (ABRBER
2E) -
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ZEERBBRNOEHATEHMAIZ
XM ARBRRERAEEERK
Hi S ER2RERKELRBERND
B AIARARIRRLBARBRRERRS 4
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

30.

RESERVES

(a)

Group

The amounts of the Group’s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes
in equity on page 30 of the financial statements.

The Group’s share premium account mainly includes
shares issued at a premium.

In accordance with the PRC regulations, certain of the
Group’s subsidiaries registered in the PRC are required
to transfer part of their profits after tax to the statutory
reserve fund, before profit distributions are made. The
amounts of the transfers are subject to the approval
of the boards of directors of these companies, in
accordance with their joint venture agreements and/or
articles of association. The statutory reserve fund is
non-distributable and restricted as to use.

Certain amounts of goodwill arising on the acquisition
of subsidiaries in prior years remain eliminated against
consolidated reserves as explained in notes 3 and 15
to the financial statements.

—EE=F+=-FA=+—H

30.

(GRS

(a)

L]

REM

AEERBAIRBEFEZH
BEERBEBAEDHEN YR
RFEAFAREESHHER-

AEEERMGEEREEZRRER
B BIT 2D

ERHPBERMN ETRPEE
2z 7% &= [ B /B8 2 ) A1 Hi
M 3R A - B A E B 0 R AR AR
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BB AHRERARZESS
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

30. RESERVES (continued)

(b)

—EE=FF+=-A=+—H
30. f#fE (&)
Company (b) AAQF
Share
premium Accumulated
account losses Total
B0 5 ER EEEE R
HK$’000 HK$’000 HK$'000
FETT FAETT FET
At 1 January 2002 RZEE-_F—HF—H 679,592 (318,737) 360,855
Repurchase of shares 8 [B fz (0
(note 28) (Kta£28) (1,710) - (1,710)
Loss for the year FAEE - (1,131) (1,131)
At 31 December 2002 RZEZE-F
+-—A=+—8H 677,882 (319,868) 358,014
Loss for the year FAEIE = (21,467) (21,467)
At 31 December 2003 RZET=F
+=-—A=+—H 677,882 (341,335) 336,547

31. NOTES TO CONSOLIDATED CASH FLOW STATEMENT

(a)

ANNUAL

Major non-cash transactions

During the current year, the Group received certain
investment properties in aggregate of HK$16,382,000
from China Everbright Holdings Company Limited
(“CEH”) a substantial shareholder of the Company, for
the settlement of amount owed by a subsidiary of CEH
to the Group, which had been fully written off in prior
years. Therefore the additions to the investment
properties of the Group during the year did not result
in any cash flow.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003 —EE=F+_HA=+—H

31. NOTES TO CONSOLIDATED CASH FLOW STATEMENT 31. HSREABLREXRKHFE (&)
(continued)
(b)  Acquisition of subsidiaries (b) WEEKHE LA
2003 2002
—EE=F —EEC-F
Notes HK$’000 HK$'000
M & FET FET
Net assets acquired: BABEFE:
Fixed assets EEE 13 269,037 -
Properties under development B ¥ 3 14 332,091 =
Cash and bank balances Re RBTHER 24,014 =
Trade receivables FE U BR 3R 53,123 =
Inventories FE 57,673 =
Prepayments, deposits and ENFRE -ZE R
other receivables H At & W BR 3K 18,302 =
Trade payables FEATBR 3K (18,188) =
Other payables and accruals H A RS R
Rt &R (63,652) =
Due to a substantial ER—BEERE
shareholder KK (3,926) =
Due to related companies B —KEER A
R (4,917) -
Bank loans RITER (350,421) -
Other loans HEME R (201,044) =
Minority interests LR RER (8,960) =
103,132 - 87
Goodwill on acquisition WHEREE ZHE 15 5,838 =
108,970 -
Satisfied by: ATH A AT
Cash e 108,970 -
- ' ® = £ #



NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

31. NOTES TO CONSOLIDATED CASH FLOW STATEMENT
(continued)
(b) Acquisition of subsidiaries (continued)

An analysis of the net outflow of cash and cash
equivalents in respect of the acquisition of subsidiaries

—EE=F+=-FA=+—H

31.

RERERBRMEE (A

(b) WEEHEXAF (H)

FRUBMBLARZHE IR
EEEMRLFESMMOT:

is as follows:
2003 2002
—EBBC=F —BBC-F
HK$’000 HK$’000
FAETT FETT
Cash consideration HaRE (108,970) =
Unsettled amount as at A—EE=F+=-_A=+—H
31 December 2003* RBEE 2 HIE 99,800 -
Cash and bank BARE RRITETT
balances acquired 24,014 -
Net inflow of cash and EHEWENB AR 2
cash equivalents in BERREEEY
respect of the acquisition mAEE
of subsidiaries

*

The unsettled consideration as at 31 December 2003
is included in other payables (current portion HK$79.8
million and non-current portion HK$20 million) of the
Group’s consolidated balance sheet.

(i) On 23 March 2003, the Group acquired a 100%
interest in Wellpeck International Group Limited
(“Wellpeck”) from a subsidiary of CEH and an
independent third party. Wellpeck and its
subsidiaries are engaged in the manufacture and
sale of timber products. Further details of the
transaction are included in note 35(v) to the
financial statements.

Since its acquisition, Wellpeck and its
subsidiaries contributed HK$195,314,000 to the
Group’s turnover and a loss of HK$15,975,000
to the consolidated loss after tax and before
minority interests for the year ended 31
December 20083.
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Wellpeck International
Group Limited
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Em-BRARS2E—
& 15 R B 7 2k B
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FRRERZEEET
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31 December 2003

NOTES TO THE FINANCIAL STATEMENTS
Ll

31. NOTES TO CONSOLIDATED CASH FLOW STATEMENT

(continued)

(b) Acquisition of subsidiaries (continued)

(ii)

32.

The Group acquired the entire equity interest in
another subsidiary, Starlex Limited (“Startex”),
on 13 December 2003 from an independent
third party. The principal activities of Starlex and
its wholly-owned subsidiary, 773, are investment
holding and properties development,
respectively. The purchase consideration for the
acquisition of HK$99.8 million was included in

other payables as at the balance sheet date.

Starlex and its subsidiary made no material
contributions to the Group’s turnover and
consolidated profit after tax and before minority
interests for the year ended 31 December 2003.

CONTINGENT LIABILITIES

The Company and the Group had no material contingent

liabilities as at the balance sheet date.

—EE=F+=-FA=+—H

3. ZEBRESRERME B

(b)

WK E LR (&)

(if)

32. HREME

—EE=-F+Z A+
A - A&EERF—EB
FE=AWES KM
B ~ =] Starlex Limited
([Starlex] ) 2&P#Ez-
Starlexk H 2 & i B~
ARBZEEXE S 5
BREER R X
R-BEZH#EH KHER
{8 499,800,000/ 7T * 5
A E i FE AR 3o

Starlex X E Mt & 2 7]
BERAEEHE_TZ
=F#+-_A=+—H1t
FEZEZFBLBRBE
BRG D BB RERAR
AHMNEREMEAE
[Ef o
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

33. OPERATING LEASE ARRANGEMENTS

(a)

ANNUAL

As lessor

The Group leases its investment properties (note 13)
under operating lease arrangements, with leases
negotiated for terms ranging from one to twenty years.

At 31 December 2003, the Group had total future
minimum lease receivables under non-cancellable
operating leases with its tenants due as follows:

—EE=F+=-FA=+—H

33.

REBEHZH

(a)

ERHBEA

AEERBEEHROLZHLEME
HIRBEMEME13) - 2 EHD
ZREFPNF—ZE2_+FF

[

48

X

ZEE=F+ZR=1+—
B AEEREBETITIHLE
Mz KRB ERE WA SR8
1 5 T FI| HA ) ) R

Group
rEE
2003 2002
—EE= —EEC
HK$'000 HK$’000
FET F#ET
Within one year —F KN 4,297 5,495
In the second to fifth years, FE_EERF
inclusive (BREEEMRF) 14,946 4,350
After five years hFE 57,433 =

REPORT 2003
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003

33.

OPERATING LEASE ARRANGEMENTS (continued)

(b)

As lessee

The Group leases certain of its office and factory
premises under operating lease arrangements. Leases
for properties are negotiated for terms ranging from
one to ten years.

At 31 December 2003, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

—EE=F+=-FA=+—H

33.

REEORE (8

(b)

EREBA

REBERBEEHOLHEA
EETHRAERIMWE %
FHHOZETFHEN T —E+
FREo

X

ZEE=F+ZR=1+—
B AEEREBETITIHLE
MOz RARZFERMNESEE
1 5 TR F1| HA ) ) R

Group

AEE
2003 2002
—EE=F —EEC-F
HK$'000 HK$’000
FET F#ET
Within one year —F KN 1,492 480

In the second to fifth years, FE_EERF

inclusive (BREEMTF) 1,925 1,618
After five years hFE 1,545 1,960
4,962 4,058

In addition, the Group is required to pay an annual fee
of approximately HK$280,000 in respect of a leasehold
land in the PRC from the year 1992 up to the year
2042 with a 20% increment for every five years. During
the year, the annual fee of approximately HK$404,000
was charged to the Group (2002: HK$381,000).

The Company had no significant operating lease
commitments at the balance sheet date.

L]

BN REBE - ZFE
EEN-FIFAREEFEH
Z2—REEELT T NEBY
280,000/ 7T FE G A FIZ M
20% > FN AEBEXFHFEELD
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NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003 —EE=F+_HA=+—H

34. COMMITMENTS 34.

In addition to the operating lease commitments detailed in
note 33(b) above, the Group had the following capital
commitments at the balance sheet date:

iR

B | ST HY RE33(0) AT it 2 A% & T #) A 4
S REE R ARBHE TIIE AR

BN

Group
rE
2003 2002
—EE=F —EEC-F
HK$’000 HK$'000
FHE T FET
Contracted but not provided for: BB R B
Construction works in respect of ERPWMEZELETRE
properties under development 483,762 -
Capital contributions payable ER—RMEBAREE
to a subsidiary 56,490 =
Purchases of fixed assets BEEREEE 404 -

The Company had no significant commitments at the balance
sheet date.
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NOTES TO THE FINANCIAL STATEMENTS
Ll

31 December 2003 —EE=F+_HA=+—H

35. RELATED PARTY TRANSACTIONS 35. EHEALIRS

BRAM B MREMEB AN 2R S
RESRIN REERFAE LG RRE

In addition to the transactions and balances detailed
elsewhere in these financial statements, the Group had the

following material transactions with related parties during the ATHEITUTERZS:
year:
2003 2002
—EE=F —EBEC-F
Notes HK$’000 HK$'000
Bt FET FET
Rental income from leasing of HHEEMHE
investment properties el A (i) (1,641) (2,220)
Interest expenses paid BENMERX (ii) 1,873 =
Rental paid for staff quarter ENEIBEEHES (iii) 117 160
Purchases of raw materials BB RME (iv) 1,823 =
Notes:— Hiat: —

(i)

(if)

(il

On 23 November 2001, a tenancy agreement was entered
into between the Group and CEH, the substantial shareholder
of the Company, under which the Group agreed to let and
CEH agreed to lease a portion (with saleable area of
approximately 4,586 square feet) of an investment property
of the Group situated in Hong Kong at a monthly rental of
HK$185,000 (inclusive of management fee, insurance,
government rent and rates) for a term of two years
commencing from 28 November 2001 (the “CEH Tenancy
Agreement”). Details of the CEH Tenancy Agreement were
announced in a press announcement by the Company on 23
November 2001. The directors considered that the monthly
rentals were charged by the Group with reference to the
prevailing market prices. No renewal of the tenancy agreement
was made between the Group and CEH upon expiry of the
CEH Tenancy Agreement in current year.

At the balance sheet date, the Group had bank loans of
HK$36,275,000 borrowed from China Everbright Bank
Company Limited, a related company of the Company (“EB
Bank Loans”). The EB Bank Loans were transferred to the
Group upon its acquisition of the timber products business
as detailed in (v) below and note 31(b) and bear interest at
5.31% per annum.

The rental expenses were paid to CEH for a staff quarter.
The rental expenses were based on the agreements signed.
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35. RELATED PARTY TRANSACTIONS (continued)

Notes:— (continued)

(iv)

ANNUAL

The Group purchased raw materials from & Bl ¢ A & 5 % 4
B 5HRAR (‘A KK, awholly-owned subsidiary of the
ultimate holding company of CEH. The directors of the
Company considered that the purchases of raw materials
were charged with reference to the cost of F J7 ¥ K.

On 21 March 20083, the Company entered into an agreement
(the “CEIL Agreement”) with a subsidiary of CEH, China
Everbright International Limited (“CEIL”), a company
incorporated in Hong Kong and listed on the Stock Exchange.
Pursuant to the CEIL Agreement, the Company agreed to
purchase and CEIL agreed to sell 100% interests in each of
Tung On Assets Limited (“Tung On”) and Bright Merit
Investments Limited (“Bright Merit”) at an aggregate cash
consideration of HK$7,000,000. Tung On and Bright Merit
together held an aggregate 72.01% interest in Wellpeck.

On the same date, Prime Win Profits Limited (“Prime Win”), a
wholly-owned subsidiary of the Company, entered into an
agreement (the “JC Agreement”) with Joint Cheer Investments
Limited (“Joint Cheer”), an independent third party. Pursuant
to the JC Agreement, Prime Win agreed to purchase the
remaining 27.99% interest in Wellpeck from Joint Cheer at a
cash consideration of HK$2,170,000.

The aggregate consideration of HK$9,170,000 payable to
CEIL and Joint Cheer was arrived at by reference to a
valuation report on the value of a 100% equity interest of
Wellpeck dated 20 March 2003, prepared by BMI Appraisal
Limited, an independent firm of professionally qualified valuers.

After completion of the CEIL Agreement and JC Agreement
during the year, Wellpeck became a wholly-owned subsidiary
of the Company. The principal activities of Wellpeck and its
subsidiaries (the “Wellpeck Group”) are the manufacture and
sale of timber products, the development and servicing of
machineries, investment holding, and the trading and export
of timber products.
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35.

RELATED PARTY TRANSACTIONS (continued)

Notes:— (continued)

(vi)

(vil)

In 2000, the Group advanced a total of approximately HK$16
million (the “Advance”) to a former subsidiary of the Company
(the “Borrower”). The advance was supported by a corporate
guarantee provided by China Everbright Group Limited
(“CEG”), a related company of the Company. In view of the
uncertainties affecting its recoverability, the directors
considered that it was appropriate to fully write off the
Advance during the year ended 31 December 2000. On 15
April 2003, an agreement was entered into between the Group
and CEG pursuant to which CEG agreed to compensate the
Group for the Advance by means of the transfer of certain of
the CEG’s properties located in the PRC to the Group. During
the year ended 31 December 2003, CEG transferred certain
properties located in Shenzhen and Zhuhai, the PRC, to the
Group at an agreed value of approximately HK$16,382,000
arrived with reference to the valuation report issued by CCA,
which was valued on an open market vacant possession
basis. As a result of the transfer, a write back of provision
amounting to HK$16,382,000 has been credited to the
consolidated profit and loss account during the year ended
31 December 2003.

As at 31 December 2003, certain of the Group’s bank loans
of HK$209,879,000 (the “Guaranteed Loans”) were supported
by the corporate guarantee executed by CEH as detailed in
note 24(iii) to the financial statements. Subsequent to the
balance sheet date, the Guaranteed Loans were fully repaid.

The abovementioned related party transactions also constitute

connected transactions as defined under the Listing Rules.

=

— =

35.

F=ZHF+—-_H=+—H

FHREALRS (H)

ffiE: — (%)

(Vi)

(vil)

R-ZBTZEF AEERARAF
MEAR ([fEH])BMFEH£Y
16,000,000/ 7T 2 5K 18 ([ B3
B ZBERFERARZERE
ARFEXK (K@) B2 ([H
KEATE]) REDQRER ERER
A TEREARBBRT EERAR
BE-_TTTEF+-_A=+—H1t
FEELZSMBERAREBT AR
E2MEA-R-_TET=FNMA+H
B AEBEEYKEABRL—E
e B KRB A RIR BB EA
RRBEzETYEESZETAEE"
LABLE S SRIE R A SR B fE I BEE
REBEE-_ZEE=F+=-_A=+—H
IFE R RB AT M ANEE S
BETHNRPREFINRHKEZME:
1 B 1% 49 516,382,000 It 7%
BERNE2EHETHAATER
REEERBEZHERET HE
#%016,382,000/ L 2 BB 272
HABE_BET=F+_-_F=+—
BIEFEZHRAERE

R-BE=F+—-"FA=+—H0" &
£ ® 52209,879,0008 T2 & F
RITEE (BEREE]) DEEKX
EEMIRHEZ A RERERT
& R M sE24(i) - BE B% BRE
BEEHEE-

FREREALTRGIER LR
FIAELHERS-

|
4

L]
[11
5y
o
i




NOTES TO THE FINANCIAL STATEMENTS
B % R M

31 December 2003

36.

37.

38.

ANNUAL

POST BALANCE SHEET EVENTS

In addition to those events disclosed elsewhere in these
financial statements, the Group also had the following
significant post balance sheet event:

On 18 March 2004, a share sale agreement (the “Share Sale
Agreement”) was entered into between Kenco Investments
Limited and Everbright Investment & Management Limited
(collectively referred to as the “Vendors”) and Sincere View
International Limited (the “Offeror”), a company incorporated
in the BVI and an independent third party to the Company.
The Vendors are collectively substantial shareholders of the
Company and are wholly-owned subsidiaries of CEH. Pursuant
to the Share Sale Agreements, the Vendors agreed to sell
and the Offeror conditionally agreed to acquire the entire
625,393,515 issued and fully paid shares of the Company
collectively held by the Vendors at a cash consideration of
approximately HK$219 million (the “Proposed Acquisition”).
The Proposed Acquisition was completed on 25 March 2004.
Further details of the above transactions are set out in joint
announcements made by the Company and the Offeror on
19 March 2004, 25 March 2004 and 7 April 2004.

COMPARATIVE AMOUNTS

As further explained in note 2 to the financial statements,
due to the adoption of certain new and revised SSAPs during
the current year, the accounting treatment and presentation
of certain items and balances in the financial statements have
been revised to comply with the new requirements.
Accordingly, certain comparative amounts have been
reclassified to conform with the current year’s presentation.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 26 April 2004.
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