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Notes to the Financial Statements

For the year ended 31st December, 2003 éﬂiﬁ FE= A=1t—HILFE

General

The Company is a public limited company incorporated in
Hong Kong with its shares listed on The Stock Exchange of
Hong Kong Limited (the “Hong Kong Stock Exchange”).

The Company is an investment holding company. The
activities of its principal subsidiaries and associates are set
out in notes 16 and 17.

Adoption of Hong Kong Financial Reporting
Standards

In the current year, the Group has adopted for the first
time, Statement of Standard Accounting Practice (“SSAP"”)12
(Revised) “Income Taxes” issued by the Hong Kong Society
of Accountants (“HKSA"). The principal effect of the
implementation of SSAP 12 (Revised) is in relation to
deferred tax. In previous years, partial provision was
required to be made for deferred tax using the income
statement liability method, i.e. a liability was recognised in
respect of timing differences arising, except where those
timing differences were not expected to reverse in the
foreseeable future. SSAP 12 (Revised) requires the adoption
of a balance sheet liability method, whereby deferred tax is
recognised in respect of all temporary differences between
the carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit, with limited exceptions. In
the absence of any specific transitional requirements in SSAP
12 (Revised), the new accounting policy has been applied
retrospectively. Comparative amounts for 2002 have been
restated accordingly. As at 1st January, 2002, deficit has
been reduced by HK$3,934,000, minority interests have been
increased by HK$3,729,000 and deferred tax assets have been
increased by HK$7,663,000 respectively, which are the
cumulative effect of the change in policy on the results for
the periods prior to 2002. The effect of the change was a
decreased charge to income taxes for the year ended 31st
December, 2002 of HK$5,791,000. The loss shared by the
minority interests for the year ended 31st December, 2002
was also decreased by HK$2,818,000.
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For the year ended 31st December, 2003 HE-ZEZ=F1+-A=t—HL#F

Significant Accounting Policies

The financial statements have been prepared under the
historical cost convention as modified for the valuation of
investments in securities.

The financial statements have been prepared in accordance
with accounting principles generally accepted in Hong Kong.
The principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31st December each year.

The results of subsidiaries and associates which are acquired
or disposed of during the year are included in the
consolidated income statement from the effective date of
acquisition or up to the effective date of disposal, as
appropriate.

Goodwill

Goodwill arising on consolidation represents the excess of
the cost of acquisition over the Group's interest in the fair
value of the identifiable assets and liabilities of a subsidiary
or associate at the date of acquisition.

Goodwill arising on acquisition prior to 1st January, 2001
continues to be held in reserves, and will be charged to the
income statement at the time of disposal of the relevant
subsidiary or associate or at such time as the goodwill is
determined to be impaired.

Goodwill arising on acquisition after 1st January, 2001 is
capitalised and amortised on a straight-line basis over its
useful economic life. Goodwill arising on the acquisition of
an associate is included within the carrying amount of the
associate. Goodwill arising on the acquisition of subsidiaries
is presented separately in the balance sheet.

On disposal of a subsidiary or associate, the attributable
amount of unamortised goodwill/goodwill previously
eliminated against reserve is included in the determination
of the profit or loss on disposal.
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Significant Accounting Policies (Cont'd)
Negative goodwill

Negative goodwill represents the excess of the Group’s
interest in the fair value of the identifiable assets and
liabilities of a subsidiary or an associate at the date of
acquisition over the cost of acquisition.

Negative goodwill arising on acquisition prior to 1st January,
2001 continues to be held in reserves and will be credited
to income at the time of disposal of the relevant subsidiary
or associate.

Negative goodwill arising on acquisition after 1st January,
2001 is presented as deduction from assets and will be
released to income based on an analysis of the circumstances
from which the balance resulted.

To the extent that the negative goodwill is attributable to
losses or expenses anticipated at the date of acquisition, it
is released to income in the period in which those losses or
expenses arise. The remaining negative goodwill is
recognised as income on a straight-line basis over the
remaining average useful life of the identifiable acquired
depreciable assets. To the extent that such negative goodwill
exceeds the aggregate fair value of the acquired identifiable
non-monetary assets, it is recognised in income immediately.

Negative goodwill arising on the acquisition of an associate
is deducted from the carrying value of that associate.
Negative goodwill arising on the acquisition of subsidiaries
is presented separately in the balance sheet as a deduction
from assets.

Investments in subsidiaries

Investments in subsidiaries are included in the Company's
balance sheet at cost less any identified impairment loss.
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For the year ended 31st December, 2003

3.

Significant Accounting Policies (Cont'd)
Investments in associates

The consolidated income statement includes the Group’s
share of the post-acquisition results of its associates for the
year. In the consolidated balance sheet, interest in associates
is stated at the Group’s share of the net assets of the
associates less any identified impairment loss.

The results of the associates are accounted for by the
Company on the basis of dividends received and receivable
during the year. Investments in associates are included in
the Company’s balance sheet at cost as reduced by any
identified impairment loss.

Recognition of revenue

Revenue of the Group for the year is recognised on the
following bases:

Sales of goods is recognised when goods are delivered and
title has passed to the customers.

Hotel revenue from rooms and other ancillary services are
recognised when the services are rendered.

Sale of completed properties is recognised on the execution
of a binding sale and purchase agreement.

Dividend income from investments in securities is recognised
when the Group’s rights to receive payment have been
established.

Interest income is accrued on a time basis by reference to
the principal outstanding and at the interest rate applicable.

Rental income, including rental invoiced in advance from
properties let under operating leases, is recognised on a

straight-line basis over the period of the respective leases.

Toll revenue is recognised on a receipt basis.
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Significant Accounting Policies (Cont'd)
Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of
an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as expenses
immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised as income immediately.

Property, plant and equipment
Construction in progress

Construction in progress are stated at cost, which includes
land cost and the related construction cost and borrowing
costs capitalised in accordance with the Group’s accounting
policies, less accumulated impairment losses. No depreciation
or amortisation is provided on the construction in progress
until the construction in progress is completed and the
properties and assets are ready for use.

Other property, plant and equipment

Property, plant and equipment, other than construction in
progress, is stated at cost less deprecation, amortisation
and accumulated impairment losses.

The gain or loss arising from disposal or retirement of an
asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is
recognised in the income statement.
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For the year ended 31st December, 2003
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Significant Accounting Policies (Cont'd)
Property, plant and equipment (Cont‘d)
Other property, plant and equipment (Cont’d)

Depreciation and amortisation is provided to write off the
other items of the property, plant and equipment over their
estimated useful lives and after taking into account their
estimated residual value, using the straight-line method, at
the following rates per annum:

Leasehold land and land use rights ~ Over the term of the
lease or land use rights
Buildings 2% or the term of the lease
or land use rights,
if shorter
10% — 25%
10% — 20%
12.5% — 25%

Furniture and fixtures
Machinery and equipment
Motor vehicles

Assets held under finance leases are depreciated over their
estimated useful lives on the same basis as assets owned by
the Group.

Investments in securities

Investments in securities are recognised on a trade date
basis and are initially measured at cost.

Investments other than held-to-maturity debt securities are
classified as investment securities and other investments.

Investment securities, which are securities held for an
identified long-term strategic purpose, are measured at
subsequent reporting dates at cost, as reduced by any
impairment loss that is other than temporary.

Other investments are measured at fair value, with
unrealised gains and losses included in net profit or loss for
the period.

FEEHBER @

nmE - BERRE (B)

HEx - BERRE (4)
Hwhx  BMERXKBEBZHED
Hzﬁﬁ#‘lﬁﬁﬁi%ﬁuﬁﬁgﬁiw

HEKRARGRREETE  BF
rEXMT

MELHE HEOKIH
TiERE  ERECFS

ESS 2% HIRBHO K
TiERELFH
(AN ERE)

BRMREE 10% — 25%

HELERE  10% — 20%
RE 12.5% — 25%

BREREHRERACEEZHENR
HEFAERAFIREEARERE
BEZRRAEEFSE

EHRE
BHRREDRR G A2 EEER R
FEREAHE -
BEZIHEEBESF U ZRET
EREZEHFREMRE

REES (REERERAREENZ
& 75) IR BE 1R 2 R B B4R AR AR 5
B RBEEMFEREE ZRERS

HREDRAFEFE  ERAE

S35 B AR 5 AR 0 23 I R 59
FEA -

39 Annual Report 2003




Notes to the Financial Statements .

For the year ended 31st December, 2003

ﬂ’

Significant Accounting Policies (Cont’d)
Capitalisation of borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of a qualifying asset, which are
assets that necessarily takes a substantial period of time to
get ready for its intended use or sale are capitalised as part
of the cost of that asset. 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.

All other borrowing costs are recognised as expenses in the
period in which they are incurred.

Leased assets

Leases are classified as finance leases when the terms of
the leases transfer substantially all the risks and rewards of
ownership of the assets concerned to the Group. Assets held
under finance leases are capitalised at their fair value at
the date of acquisition. The corresponding liability to the
lessor, net of interest charges, is included in the balance
sheet as a finance lease obligation. Finance costs, which
represent the difference between the total leasing
commitments and the original principal at the inception of
the respective leases, are charged to the income statement
over the period of the relevant lease so as to produce a
constant periodic rate of charge on the remaining balances
of the obligations for each accounting year.

All other leases are classified as operating leases and the
rentals payables are charged to the income statement on a
straight-line basis over the relevant lease term.

Other asset

Other asset is stated at the lower of cost and net realisable
value.

Inventories
Inventories are stated at the lower of cost and net realisable

value. Cost is calculated using the weighted average cost
method.
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Significant Accounting Policies (Contd)
Foreign currencies

Transactions in currencies other than Hong Kong dollars
are initially recorded at the rates of exchange prevailing on
the dates of the transactions. Monetary assets and liabilities
denominated in currencies other than Hong Kong dollars
are re-translated at the rates prevailing on the balance sheet
date. Gains and losses arising on exchange are dealt with in
net profit or loss for the year.

On consolidation, the assets and liabilities of the Group's
operations outside Hong Kong are translated at exchange
rates prevailing on the balance sheet date. Income and
expense items are translated at the average exchange rates
for the year. Exchange differences arising, if any, are
classified as equity and transferred to the Group’s translation
reserve. Such translation differences are recognised as
income or as expenses in the period in which the operation
is disposed.

Pension/Retirement benefit scheme

The pension costs/retirement benefit scheme contributions
relating to the defined contribution scheme/mandatory
provident fund scheme charged to the income statement
represents contributions payable to the schemes by the
Group at rates specified in the rules of the schemes. The
amount of contributions payable to pension schemes in
jurisdictions other than Hong Kong are charged to the
income statement.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income
or expense that are taxable or deductible in other years
and it further excludes items that are never taxable or
deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively
enacted by the balance sheet date.
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Significant Accounting Policies (Cont'd)
Taxation (Cont’d)

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding
tax basis used in the computation of taxable profit, and is
accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all
taxable temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from
goodwill (or negative goodwill) or from the initial
recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither
the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where the
Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

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 asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited in the
income statement, except when it relates to items charged
or credited directly to equity, in which case the deferred
tax is also dealt with in equity.
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For the year ended 31st December, 2003

Turnover E 4]
2003 2002
—EE=F —EE_F
HK$'000 HK$°000
BYFTT B FT

Sales of goods, net of returns E@HE - MHBEER

and sales taxes $HE M 2,884,493 3,435,370
Toll highway operation REWE =R DK — 66,418
Sales of properties YK HE — 51,231
Hotel operation B A — 42,378
Rental income e A — 6,338
2,884,493 3,601,735

The Group carries out its activities primarily in the People’s
Republic of China (“PRC”) and Hong Kong, details of the
analysis of the Group’s turnover and contribution to results
from operations by principal business segment and
geographical market are set out in note 5.

Segmental Information
Business segments

For management purposes, the Group is currently organised
into the following two major divisions — pharmaceutical
products and investments in securities and advance. These
divisions are the basis on which the Group reports its primary
segment information.

Pharmaceutical products — Manufacturing and trading
of chinese and western
medicine products

Investments in securities — Investments in securities
and advance and advance of funds
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Segmental Information (Cont’d)

5.

An analysis of the Group’s turnover and contribution to
operating results and segmental assets and liabilities by
business segments is as follows:

Discontinuing

“z2=

SBAEAH @)
AKBEREHDHE D

“H=Et—HIEFE

EXBAEMOTOT -

D2 ERBERKE

operation Continuing operation
ERLBERE BEBERE
Investments
in securities
Pharmaceutical and advance
Tires products EHRA Others  Sub-total  Elimination Consolidated
i R HAR -0 gt Hi e
HK$:000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AETT AETT AETT BEFT BEFT BEFT AEFT
(note a)
(Hfzta)
For the year ended HEZFE-F12f
31st December, 2003 ZT-HILEE
REVENUE 8
External H5 2,653,056 252,195 46,369 27,356 325,920 - 2,978,976
Inter-segment AHE - - - 984 984 (984) -
2,653,056 252,195 46,369 28,340 326,904 (984) 2,978,976
RESULT E |
Segment result AHxE 95,847 154 (17,615) (19,032) (36,493) (984) 58,370
Unallocated corporate expenses AAELETH (15,507)
Finance costs REMK (50,712)
Interest income LN 4,457 49 40,041 3,869 43,959 - 48,416
Dividend income REMA - - 2,832 - 2,832 - 2,832
Gain on disposal/dilution of HE/EANERTER
interests in subsidiaries pd! ¢ 3,711 8,587 - 46 8,633 - 12,344
Loss on disposal/liquidation of HE/BRBENTER
interests in associates BB - - (36,481) - (36,481) = (36,481)
Share of results of associates FEBERNT EE 14,188 2 (202,262) 12,338 (189,922) - (175,734)
Allowance on receivables BF-FMEQRAL
advanced to an associate [ ER:4 - - (12,712) - (12,712) — (12,712)
Loss before taxation HaEE (169,184)
Taxation fE (10,935)
Loss before minority interests Rt DERRERZER (180,119)
Minority interests PERRER (9,409)
Net loss for the year EEBEEE (189,528)

Inter-segment revenue are charged at terms determined and
agreed between the group companies.

7 B W ER Ty IR & B 2 R TR E R
TE Z 1 ULER
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For the year ended 31st December, 2003

5. SBAEAH @)

Segmental Information (Cont’d) 5.

Discontinuing

operation Continuing operation
EALBEER BEBERY
Investments
in securities
Pharmaceutical and advance
Tires products E5RE Others Sub-total  Elimination Consolidated
& Bh HAR Hfy NGt # re
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AETT AETT AETT AETT BETT BETT AETT
(note a)
(Ftita)
Assets and liabilities R-FZ=#+-4
at 31st December, 2003 CT-HZEEHBE
ASSETS gz
Segment assets AHEE - 88,395 953,060 88,670 1,130,125 - 1,130,125
Interests in associates REERAZ R - 15,416 354,360 453,371 823,147 - 823,147
Unallocated total assets APBBEE - - - - - - 235972
Consolidated total assets GRUEE 2,189,244
LIABILITIES 8%
Segment liabilties PESL - (56,505) (4,110) (24,516) (85,131) - (85,131)
Unallocated corporate liabilities KPBLEER - - - - - - (320,573)
Consolidated total liabilities LABER (405,704)
Other information for the HEZ-ZZ2=F1-4
year ended 31st December, 2003 ST-HIHEEZABEN
Capital expenditure BAR
— Property, plant and equipment  — %1%+ BERE 260,872 7,978 — 2 8,000 = 268,872
Depreciation and amortisation NEREH 47,750 11,454 - 770 12,224 - 59,974
Impairment loss of goodwill AEHEER - — — 20,387 20,387 - 20,387
Other non-cash expenses AfpERexi - 4 107,312 — 107,316 = 107,316
Gain on disposal of investments HERFRENE
in securities — - 46,368 - 46,368 — 46,368
Gain (loss) on disposal of property, ~ HENE KR R&EE
plant and equipment s (B8 16,122 (127) — — (127) = 15,995

Inter-segment revenue are charged at terms determined and
agreed between the group companies.

7 RS Ty IR SR B A B FIRTE K

TE 2 IRFRULER

)
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For the year ended 31st December, 2003

Segmental Information (Cont'd) 5. SBEH D)
Discontinuing operations Continuing operations
[ALREEE FREERR
Investments
in securities
Toll highway and
operation  Consumer  Electronic  Property Hotel Heavy Pharmaceutical advance
Ts  AEHE goods  products  investment  operation indus'lg Subtotal  produts  EHREE  Others  Subdotal  Elimination Consolidated
Wk BEDR  FER  UFER  WERE  RpEE &I it & E i it it | ]
HK$000 HKS000 HKS 000 HK$000 HKS000 HKS000 HKS 000 HKS000 HKS000 HKS 000 HK$000 HKS000 HKS 000 HKS 000
A% BETr BT EMFr B BT Bt BETn BB Bk BEIn BETn BT BT
{Nofg 3 {Nopg b) (Notg b) (Notg b) (Notg b) {Notg b) {Notg b)
(Wika) (W) (W) (W) (W) (Wan) (i)
For the year ended BE-F5-612F
315 December, 2002 Zt-BLEE
REVENUE &
External ) 3,063,693 66,418 - 5793 0 131891 336238 264,786 71,760 14882 35148 - 3713761
Intersegment 488 - - - - - - - - - 1840 1840 (1,840) -
3,063,693 66,418 - - 5793 0 131891 336238 264,786 71,760 16722 353268 (1840) 3713761
RESULT i
Seqnent el 928 m ) = - BN WO (63 BGS (MSD) S (a0 (7)
Unalocated corporate expenses £ AELET (191537)
Finance coss BEAE (109460)
Interest income LEVON 1m - 3 m 18433 92 19431 1953 - 31956
Dividend income REMA - 1369 - 1389 - 236 138 = 3B
Gain o) on disposalitiution 5/ #EHEL
ofinterests in subsdiaries EaNE(ER) 9812 30768 u9n 5,002) - - 1619 10,169 - (5976) - (5976) - 0419
(e on disposaliltion fE/RiRELTES
of nterests n assodates e - - - - 14980 - 14980 - 14980
Share of resultsof associates.~ FTEEBENFZ2E (34415) _ (151) (94566) 83190 18 (63,008) = (137574)
Loss before tataton HiER (635,566)
Taxation 2 (12250)
Lossbeforeminorktynterests et SRRER 2R (T07,816)
Minorty inerests hERRER B
Net loss for the year FERESE (74134
Assts and laiftes at RoFEE12R
31st December, 2002 ST-RIAEEAE
ASSETS iE
Seqment assets Hﬁﬁ 2077663 - - 2077663 114115 992,850 1969 1836657 - 3914300
Interests in associates BENA RS 530 - 306326 629856 - 0957 b1l 209909 - 839765
Unallocated total assts ﬁiﬁ%é 951
Consoldated total assets GABEE 4764036
LIABLTES &
Seqment liabiltes P (838339) = = = = = = (838339) (%21 - (82293)  (378514) - (1216883)
Unalocated corporate iabilties %A &E%8 (1,084,188)
Consoldated total liabilties GalgE (2301,041)
Other information fortheyear ~ #2-FF-%+27
oded 3l Decnber, 00 - - AL EE2EREH
Captal expenditre L5
—Property,pant and - EERER
equipment ALY 1240 - - 180 9691 319 204,094 40204 - 13 011 - 33N
—Propertesunderheld for  — HEEEDZ
development - - - - 3760 - - 3760 - - - - - 3760
Deprecition and amortiston ~~ FER & 97400 ENETS - - 1,659 13% 2083 126,246 11,09 - 80 1910 - 138,156
mpairment o HEEE 5. T0467 - -0 - B0 = = = — B
Other non-ash expenses EbRenh 317% - - - - - - 317% - B - 6 - 1%
Gainon disposal of investments £ EFFR 2N
in securites - - - - - - - - - 760 - 1760 - 1760
Gainon disposelof property,  HEHZ  E
plant and equipment JECLe: - - - - - - - - - - ] [ - 8
Loss on dispose ofinvestment. £ EFETE
property BE = - - - - - - - - - 2000 200 - 200

Inter-segment revenue are charged at terms determined and
agreed between the group companies.

7 B W ER Ty % R B 2 R TR E R
EZ%M&E’X g
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For the year ended 31st December, 2003

5. Segmental Information (Cont'd) 5.

Notes:
(a) Following the disposal/dilution of interest in subsidiaries
engaged in tire operation during the year ended 31st
December, 2003, the tire operation was regarded as
discontinuing operation during the year ended 31st
December, 2003.

(b) Following the disposal of certain subsidiaries of the Group
during the year ended 31st December, 2002, these operations
were regarded as discontinuing operation. Details of these
are set out in the annual financial statements of the
Company for the year ended 31st December, 2002 dated

23rd April, 2003.

PEWEE @)
ER

(a) REBE-ZE=F+-/=+—
H&ifﬁ%/%éfiﬁ%?ﬂu%
BeWBEARERR WiEEH
RBEE-ZE=F+-A=+—
ALFEREALRIEREZE
% o

(b) RBE-_ZEZE-_&+-_A=+—
BLEFEHERETHEARIE -
%%%ﬁﬁﬁﬁﬁ%t@%%
e FR = =FNA=+=
BZAR Tﬁi_77_¢+_
A=+—BLFEZFRHK -

The aggregate carrying amounts of the assets and liabilities BE_ZT_ER_ZT=F+_A
of the discontinuing operations at the date of ST HEFERKRIEEEEBREK
discontinuance during the year ended 31st December, 2002 IEREERAZEERBEAFREE
and 2003 were as follows: LU
2003 2002
—RE=F —TT_F
Property
Toll investment
Tire  highway and hotel
operation operation Consumer Electronic operation Heavy
Bt KESE goods  products ¥J¥HER  industry
% ABRER HEER EFEm BEEHR BEI¥
HK$'000 HK$°000 HK$'000 HK$000 HK$°000 HK$°000
BEFRT BEFrT BEFr EBEFr BEFr EBEFxT
Total assets BEE 2,853,657 728,010 138,620 27,821 908,670 191,405
Total liabilities BmaE (2,038,170) (649,650) (46,425) (14,405) (264,749) (145,319)
Operating cash reRe
in (out) flow mA () 144,681 44,561 — (4,782) 80,877 8,606
Cash outflow in BHKERD
respect of ZBREeRH
investing activities (503,710) (3,867) — — (48,025) —
Cash in (out) flow  BHEREEH
in respect of ZHe
financing activities A (1) 286,462 (36,442) — — 65,068 (8,015)
Net operating rERe
cash in (out) A ()
flow P (72,567) 4,252 — (4,782) 97,920 591
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For the year ended 31st December, 2003 HE-ZEZ=F1+-A=t—HL#F

5. Segmental Information (Cont'd) 5. SBEH @
Geographical Segments & 2 3

The following provides an analysis of the Group's turnover

AKBERWETHEAND CEREIN

by geographic market, irrespective of the origin of the M (BRWETRER RS ZRR

goods/services: )
Turnover
=2

2003 2002

—2E=F —TE_F

HK$'000 HK$’000

BYF T BT T

The PRC 1 2,683,004 2,624,238

Hong Kong BB 172,080 246,372

Overseas s 29,409 731,125

2,884,493 3,601,735

AEBHNEEZREEEREARE
REEMEMERSNET ¢

The following is an analysis of the carrying amount of
segment assets and capital additions analysed by the
geographical area in which the assets are located:

Carrying amount

of segment assets

at 31st December
BZ+-A=t+—-ALt=xz

Capital additions
for the year ended
31st December

BE+=-A=+—-BH1tx2

PHEEZREE ERRE
2003 2002 2003 2002
—EE=F —ET_F —EE=F —EEF
HK$'000 HK$’000 HK$'000 HK$°000
BT T BT T BT T BT T
The PRC ] 752,431 2,447,005 260,872 279,093
Hong Kong BB 1,263,279 2,297,828 8,000 58,978
Overseas BN 173,534 19,203 — —
2,189,244 4,764,036 268,872 338,071
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For the year ended 31st December, 2003

6. Other Operating Income 6. HMESWA
2003 2002
—EE=HF —EE-F
HK$'000 HK$’000
E¥TF T B F T
Interest income B A 48,416 37,956
Gain on disposal of HEZEFRE WS
investments in securities 46,368 71,760
Dividend income from EmEEZREWA
listed investments 2,832 3,732
Gain on disposal of property, HEWE « BE M&E
plant and equipment 2 Wz 15,995 82
Net exchange gain E W W a5 RE 23,108 8,700
Sale of scrap materials RE R & — 18,052
Others HAih 9,012 13,432
145,731 153,714
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For the year ended 31st December, 2003

7. Other Expenses 7. HixH
2003 2002
— —TE_F
HK$’000 HK$’000
BYF T BT T
Impairment loss on: LATIER 2 RERRE :
Property, plant and M - BERFE
equipment
— toll highway —KREBRRQK — 70,467
— construction in progress — ERIRE — 45,354
— leasehold properties — HEME — 64,404
— machinery and
equipment — MR RF — 164,304
— motor vehicles — RE — 1,232
- 345,761
Properties held for sale FEYE — 1,185
Investment properties REME — 9,069
Goodwill on acquisition of KRB AR 2 HE
subsidiaries 20,387 —
Allowances for inventories FERE 4 20,347
Unrealised holding loss on REJZHFREZREREE
investments in securities 37,604 232,636
Allowances for bad and RIBEREHE
doubtful debts 10,728 85,741
Allowances for loan and ERRERF EBE
interest receivables 43,810 57,232
Allowances for amounts JE i Bt 2 R SR IE B
due from associates 2,458 —
Loss on disposal of HEREMEZEE
investment property —_ 2,000
Staff redundancy cost TC B AR 1,938 —
Others Hity 1,467 6,573
118,396 760,544
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8. Profit (Loss) From Operations BERN (BB
2003 2002
—BB=F —EE_F
HK$’000 HK$000
BT T BT T
Profit (loss) from operations #& &% A (FE) 2 k%
has been arrived at after TH&IE
charging:
Staff costs B TR
— directors remuneration — EEMe
(note 9(a)) (K1zE9 (a)) 3,217 3,205
— other staff costs — HMmB ITHA
(note 9(b)) (K1:%9 (b)) 150,543 318,041
— retirement benefits — RINEFIET &5
scheme contributions, (TREES)
excluding directors 27,196 24,679
— redundancy payment — LEXH 1,938 —
Total staff costs BB TR 182,894 345,925
Auditors’ remuneration 1% SR B <&
Current year REE 5,427 7,846
Overprovision in prior years B FEBEEE (381) (380)
Depreciation and amortisation ¥ % - EL&EEZINE
of property, plant and Ko 8
equipment 58,346 136,522
Amortisation of goodwill AT H 2B
included in administrative
expenses 1,628 1,634
and after crediting: WErA -
Net rental income in respect & %58 (2B X H
of premises after outgoings 1,111,000/ JT)
of HK$1,111,000 — 12,272
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9. Directors’ and Employee Remuneration 9. EFRERM
(a) Directors’ Remuneration EEME
2003 2002
—EE=F —EEF
HK$'000 HK$°000
BT T BT
Fees e
— Executive directors — H1TE= - —
— Non-executive — EHTESE
directors — —
— Independent — BYHTES
non-executive
directors 228 178
228 178
Other emoluments H Bl &
— Executive directors — HTE=
Salaries and other B R H i R 25
benefits 2,965 2,999
Retirement R RTE F R
benefits scheme
contributions 24 28
2,989 3,027
3,217 3,205
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For the year ended 31st December, 2003

HE—

(%)
FE=H+A=+—-HLEE

(a)

9. Directors’ and Employee Remuneration (Cont'd) 9. EFREARME &

Directors’ Remuneration (Cont’d) (a) E=M< (8)
The number of directors (including alternate directors) BRTXFEMeHEENRN 2
whose remuneration falls within the bands set out EXZ(BEBEEES) A"

below is as follows: mr

2003 2002
—EE=F —EEF
Number of Number of
HK$ directors directors
B BEAH BEEAH
Nil to 1,000,000 = % 1,000,000 9 10
1,000,001 to 1,500,000 1,000,001% 1,500,000 1 2
1,500,001 to 2,000,000 1,500,001% 2,000,000 1 —
11 12

(b)

During the year, no emoluments were paid by the
Group to any director as an inducement to join or
upon joining the Group or as compensation for loss
of office.

RER - AN E I & [ 1A
EEXNMEFReE A
AEBEMAREHEEK 2 82
B ERBERMEE -

Employees’ Remuneration (b) EEMS
The five highest paid individuals in the Group included AEERER *%?@H/\i@ﬁ
two (2002: three) directors of the Company, details ARAMEG(ZEE_F :
of whose salaries and other benefits are set out above. R)EE f&%ZM%&/ﬁ\ﬁﬂ
The aggregate remuneration of the remaining highest FMERPAFHBHN X - AT &
paid individuals, who are employees of the Group, is SEMATAAEE ES
as follows: BEZEHMAEENT :
2003 2002
—EE=F —TTF
HK$'000 HK$’000
BETF T BT T
Salaries and other e R Eth A &
benefits 1,551 1,680
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9. Directors’ and Employee Remuneration (Cont’d) 9. EFERER#ME &
(b) Employees’ Remuneration (Cont’d) (b) EEME (£)
2003 2002
—EE=F —TT_F
Number of Number of
HK$ employees employees
pokcd BEAH BEAH
Nil to 1,000,000 = £1,000,000 3 1
1,000,001 to 1,500,000 1,000,001% 1,500,000 —_ 1
10. Finance Costs 10. MREZF
2003 2002
—EER=F —TE_F
HK$'000 HK$'000
BT B FT
Interest on borrowings wholly ZBRAFABEEE 2
repayable within five years: {£EFf| & :
Bank borrowings RITEE 34,455 60,034
Other borrowings Hibfg & 16,246 17,257
Obligations under finance BMERNEE
leases 11 10
50,712 77,301
Interest on bank borrowings HERAFANEHEEZ
not wholly repayable RITEERE
within five years —_ 36,443
50,712 113,744
Less: Amount capitalised in  Jsf : fFEFE T 12 2 #1{E
construction in progress BARRE - (4,284)
50,712 109,460

—REBHAANEHE-_TT_F+=
B=+—HIEFEREEZEERAN
TWREEER  YARBREBERLE
LABSEE AL R 5.87%RM & o

Borrowing costs capitalised during the year ended 31st
December, 2002 arose on the general borrowing pool and
are calculated by applying a capitalisation rate of 5.87% to
expenditure on qualifying assets.
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11.

Taxation RE
2003 2002
—EE=F —EE_F
HK$'000 HK$°000
BYFTT B FT
The charge (credit) comprises: B ) (%) £3F :
Taxation in other jurisdictions Hfth 5% & < Fi 18
— Current year — REE 11,467 18,041
— Underprovision in prior — BAEEZBETRE
years 238 —
Hong Kong Profits Tax EENEH — —
11,705 18,041
Deferred tax credit (note 20) EIEFIIAEK P (H:£20) (770) (5,791)
Taxation attributable to the AR R REKE AR &
Company and its subsidiaries E{5F{ 18 10,935 12,250

Hong Kong Profits Tax is calculated at 17.5% (2002: 16%)
of the estimated assessable profit for the year. Hong Kong
Profits Tax rate was changed from 16% to 17.5% with effect
from 2003/2004 year of assessment. No provision for Hong
Kong Profits Tax was made in the financial statements for
both years as the subsidiaries operated in Hong Kong has
no assessable profit for both years.

Taxation arising in other jurisdictions is calculated at the
rates prevailing in the relevant jurisdictions. Pursuant to
the relevant laws and regulations in the PRC, certain PRC
subsidiaries of the Group are exempted from PRC income
tax for two years starting from their first profit-making
year, followed by a 50% reduction for the next three years.

BEEMNEBHRRFE ARG ERB G T
Z2175%(ZZEZ =% : 16%):t& -
EAENBHER16%EE17.5% 07
ZET= /ST NRREERE
oo HRARD R EENBAQREMRE
N EERTER - IR
RIEHBBNEHEE -

Hip BAR R 2 BRI IR @RI 7 A #
RZEBMEAE - REABFEE
BRER ETASETEMEARA
MEEENFERES 2T EMEH
ME - BRR=FRIBHRERF
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For the year ended 31st December, 2003 HE-FFT=HF1+-A=

11. Taxation (Cont'd) 11. RIEF &)
The tax charge for the year can be reconciled to the loss AEEHRESL HAARAERLRE
before taxation as per the consolidated income statement WERREMAT :
as follows:
2003 2002
—Z22=F —TT_F
HK$'000 % HK$°000 %

EBE T Bl BEFT Bt

Loss before taxation AT E1E (169,184) (695,566)

Tax at the average income RS MEGTE

tax rate (Note a) Z Bk (Bt ita) (51,297) (30.3) (206,442) (29.7)
Tax effect of income not & TE E R TR B B

taxable in determining TARBWAZ

taxable profit Higs 2 (28,399) (16.8)  (195,401) (28.1)
Tax effect of expenses FT LR D AT 3R

not deductible for M B2

tax purpose 87,025 51.4 364,604 52.4
Underprovision in respect EEBREBETRE

of prior year 238 0.1 — —
Tax effect of tax losses not RERBIEEBEZ

recognised 15 = 2 2,209 1.3 4,857 0.7
Utilisation of tax losses )R S Bl R TER

previously not recognised s & 8B (3,084) (1.8) — —
Effect of tax exemption =T BB B A A

granted to PRC subsidiaries RIS % 2 & (13,104) (7.7) (22,738) (3.3)
Effect of different tax rates ZET R Al /AERELS

of subsidiaries operating Al PN E S

in other jurisdictions BRI E 16,570 9.8 67,544 9.8
Others Hth 777 0.5 (174) —

Tax expense and effective Zﬁirfﬁlﬁﬁﬂi&

tax rate for the year BRI X 10,935 6.5 12,250 1.8

Notes: fifat

(a) The average income tax rate for the year ended 31st (a) BE_ZTZ=5+_RA=+—H
December, 2003 represents the weighted average income ¢¢f$ﬂﬁﬁ fRKED’FH %
tax of the operations in different jurisdictions on the basis BEEEZMETHMER - &
of the relative amounts of net profits before taxation and §§E7%$RHIJ@*'J&$EF§/£EfR
the related statutory rates. R7BEBZRE -

(b) As at 31st December, 2003, the Group had unused tax loss (b) R-BEE=F+-_A=+—H "
of approximately HK$231,337,000 (2002: HK$326,873,000) AEEAKE DB EB D
available for offset against future profits. No deferred tax 231,337,0008 (=TT =4 :
asset has been recognised in respect of the unused tax losses 326,873,000/ 7T) AT F LA H 85 R 2R
due to the unpredictability of future profits streams. A o R R R R M RR 2

Bl SAARREARBER
RRTERREE
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12.

Loss per Share

The calculation of the basic loss per share is based on the
net loss for the year of approximately HK$189,528,000 (2002:
HK$474,134,000) and on the weighted average of
829,734,016 (2002: adjusted weighted average of
620,259,682 after taking into account the effect of rights
issue carried out by the Company in August 2002) ordinary
shares in issue during the year.

No disclosure of the diluted loss per share has been shown
for the year ended 31st December, 2003 and 2002 as the
exercise of the share options and warrants would result in
a decrease in loss per share.

12.

BRER

FREABBIREFEZEBERFHE
189,528,000/ T (Z T T = &F :
474,134,000 70) R EAE T LB
PR 2 4% SRR hn e ¥ 15 20829,734,016/%
(ZEZTZF : KRABMETHH
620,259,682 EFf AR DRI =TT =
FENARETB 2T E)FE

ARITEBRERDBBEESEHE
E-RT-FER-FE-F+-A=
T-RLEFESREBERRD - Rt
BIRNZMEFE s BRBEEEHE -
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For the year ended 31st December, 2003 BEZZT=F+-A=1—HLE

13. Property, Plant and Equipment 13. Y% BER®MW
Furniture  Machinery Construction
Land and and and Motor in
buildings fixtures  equipment vehicles progress Total
I1HREF HBARKE HERRE "E EEBIR ag

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ERTT AETT ERTT BETT ERTT ERTT

THE GROUP big- 4

CoST BAE

At 1st January, 2003 R-ZE=F-A-H 345,297 59,743 1,028,341 33,675 118,933 1,585,989
Currency realignment % {EEf; (1,301) 682 (3,521) 7 (419) (4,487)
Reclassification ENNE 138 1,602 — = (1,740) —
Additions NE 1,778 5,902 8,390 2,329 250,473 268,872
Transfer ELPE 29,417 - 127,136 — (156,553) —
Disposals meE (132) (4,728) (27,883) (1,209) — (33,952)
Disposal of subsidiaries (% i B2 & (307,253) (30,105) (973,696) (31,262) (209,934)  (1,552,250)
At 31st December, 2003 R=ZT=F+-A=F+—H 67,944 33,096 158,767 3,605 760 264,172
DEPRECIATION, FE BEREESSE

AMORTISATION and
IMPAIRMENT LOSS

At st January, 2003 H-ZT=4-A—H 169,337 4,052 598,776 21,692 45,354 839,211
Currency realignment % {EE (485) 724 (1,880) (65) = (1,706)
Provided for the year FR& 9,286 8,215 38,879 1,966 — 58,346
Eliminated on disposals {ti % f #i% (5,199) (4,020) (14,315) (419) = (23,953)
Eliminated on disposal {ti % ff 87 &% i

of subsidiaries (115,328) (5,356) (463,927) (20,917) (45,354) (650,882)
At 31st December, 2003 R=ZZ=F+=A=+—H 57,611 3,615 157,533 2,257 - 221,016
NET BOOK VALUES  BREFE
At 31st December, 2003 R=ZZZT=4+=A=+—H 10,333 29,481 1,234 1,348 760 43,156
At 31st December, 2002 R=ZZE=F+=A=+—H 175960 55,691 429,565 11,983 73,579 746,778
THE COMPANY A2
cosT HA{E
At st January, 2003 R-ZZ=5—-F—H 6,824 1,488 1,316 541 - 10,169
Additions NE — — 22 — — 2
At 31st December, 2003 RZZZ=F+-f=+—-H 6824 1,488 1,338 541 - 10,191
DEPRECIATION neE
At st January, 2003 R-ZTZT=5—-F—H 532 603 1,002 202 - 2,339
Provided for the year ER#H 171 285 179 135 - 770
At 31st December, 2003 #ZFF=F+ZF=1—H 703 888 1,181 337 - 3,109
NET BOOK VALUES ~ BREFE
At 31st December, 2003 RZZZ=F+-A=1+—H 6,121 600 157 204 - 7,082
At 31st December, 2002 R=ZZZ=F+=A=+—H 6,292 885 314 339 = 7,830
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For the year ended 31st December, 2003

13.

14.

Property, Plant and Equipment (Cont’d)

At the balance sheet dates, the land and buildings of the
Group and the Company are held under medium-term land
use rights in the PRC.

The net book value of motor vehicles and furniture and
fixtures as at 31st December, 2003 included an amount of
approximately HK$173,000 (2002: HK$237,000) in respect of
assets held under finance leases.

Payment for Acquisition of Land
Development Rights

The Group And The Company

During the year ended 31st December, 2001, an agreement
was entered into between the Company and 1t 7 1 JE % [&
=5 A RBAT (the “People’s Government of Li Qiao Town"”)
for the joint development project of a piece of land which
is adjacent to the eastern side of Beijing Capital Airport,
the PRC, under which the Company agreed to make an
aggregate payment of approximately RMB230,000,000
(equivalent to HK$216,981,000) to the People’s Government
of Li Qiao Town for the land development right of the
project.

On 22nd July, 2003, the Group entered into an agreement
with the People’s Government of Li Qiao Town for the
termination of this project. In accordance with the terms of
the agreement, the People’s Government of Li Qiao Town
will refund the previously paid partial payment to the Group
and will provide the damage claim for RMB10,000,000.
Before the termination of the joint development project,
partial payments of approximately RMB20,500,000,
equivalent to approximately HK$19,223,000 (2002:
RMB8,000,000, equivalent to approximately HK$7,441,000)
was paid by the Company. The Company had also incurred
consultancy fee and project management fee for this project
totalling approximately HK$8,774,000 (2002: approximately
HK$7,246,000) before termination of the joint development
project.

Regarding the termination of the joint development project,
RMB 18,000,000 (equivalent to approximately HK$16,965,000)
was repaid by the People’s Government of Li Qiao Town to
the Group.

BE_ZZ=

13.

14.

+ZH=+—H1
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REER  AEERARBZ LR
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B o
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A=+ —BZ2EAFERLEBNRE
Eﬂﬁ%ﬁ%’m*ﬁrﬁémwa,ooo;\%ﬁ

—EBFT 4 :237,0008 L) 2K

I8 o
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AREREDF

—ET-F+-fA=+-HL

FE - ARAEERTIEEEFHE
ARBR ([ZREARBA]) 5 —1&
MOTELRERBRERE 2 L2

e
AlA &

B
B

BEEIM R Bl A
ZBEAZIHERENER

BARBRBAAIXNOARY
230,000,0007T (1% 74216,981,000/%
L)

- =

— =

E=

<

=FtAZ+-H AEEER

FREANRBITA] L3 A E 18
B REZHEGR  FREAR
BT % [ 7R 5% BUR [ 58 B B S 2 56
AR - Wi H A K% 10,000,000
TZBEREE - NBEARREBA KL

Al -

YN

AX BRI FIR - BEAA

R # 20,500,000T @ # £ 4
19,223,000 L (ZZTZ=F : AR
8,000,0007T © 15 R 497,441,000
ARRMERIELBEEREE
mﬁtﬁﬁiﬁ@ﬁ%&ﬁﬁaﬁﬁ
£ 51498,774,0008 0 (ZEZE = F :
#77,246,00075 7T) °

L) °

RERRUEBEERER  FHEA
RBEFRERMAEEEEARY
18,000,0007T (18 % 1 47 16,965,000/
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For the year ended 31st December, 2003 HE-ZEZ=F1+-A=t—HL#F

of Land 14. KBTI HBREMMSRIE &)

14. Payment for Acquisition
Development Rights (Cont'd)

The Group And The Company (Cont’d) FEERAATR (£)

The remaining balance of HK$10,000,000 after allowances %%w%é%wo 000,00075 7T (2 70 &L
of HK$1,032,000 made in the financial statements during == =&+ -A=t+—HItFE
the year ended 31st December 2003, which in the opinion Zﬂﬂ%iﬁ%(ﬁﬁ@fﬁh%z,ooo%m)
of the directors, will be recoverable from the People’s AREFEARBFED - MEH1E

Government of Li

Qiao Town,

is classified as other

R-ZBE=F+_A=+—RzHEfM

receivables as at 31st December, 2003. FE U FRTE o
15. Goodwill 15. &8
The Group
KEH
2003 2002
—EE=F —EFE—F
HK$'000 HK$’000
BT T BT T
COST R E
At 1st January n—H—H 33,082 33,203
Arising from acquisition WEEM B N R AT E &£
of subsidiaries 387 —
Eliminated on disposal el= NN S
of subsidiaries — (121)
At 31st December R+=—A=+—8 33,469 33,082
AMORTISATION AND 85 &R E
IMPAIRMENT
At 1st January mn—H—H 2,129 495
Provided for the year O R B 1,628 1,634
Impairment loss recognised B R EEIE 20,387 —
At 31st December ®n+=—A=+—8H 24,144 2,129
NET BOOK VALUES R EE
At 31st December R+=—A=+—8 9,325 30,953
Goodwill is amortised on a straight-line basis and the BEREREENEEZEBERS =
amortisation period for goodwill is 20 years. THEEE -

China Strategic Holdings Limited
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15.

16.

Goodwill (contd)

As explained in note 40, the Group entered into a
conditional agreement on 19th March, 2004 to dispose of
its entire interests in Tung Fung Hung Investment Limited
("Tung Fong Hung") to a third party subsequent to 31st
December, 2003. The directors have considered the
consideration receivable from the said disposal and have
identified the impairment loss attributable to the goodwill
arising from acquisition of Tung Fong Hung amounting to
approximately HK$20 million. The amount was charged to
the consolidated income statement accordingly.

Investments in Subsidiaries/Receivables due

g
#E

15.

16.

[} 4€ )

ffsrdoprit - REER —ZTWMF=
AT NBRIZE G AL ETung
Fung Hung Investment Limited ([
FHANEHBRERTE=H -ESEZE
A ESERRRRBRER
WERAAEE BB BERER
#849/420,000,000/% T - At - B
FEEREE R ZME -

RMBATZRR B

from Subsidiaries/Payables due to AFIRE EAHELRRE
Subsidiaries
2003 2002
—EE=F —EEF
HK$’000 HK$°000
BT T BT
Investments in subsidiaries Rf{B AT 2R &
Shares listed overseas, at cost &9 ETRZD @ IRKAE 139,703 228,703
Unlisted shares, at cost JE LT - K AE 85,037 91,263
224,740 319,966
Market value of listed shares Gt &{H z H1{E 69,885 10,530
Receivables due from KB QT ZRIE
subsidiaries
Amounts due from subsidiaries fff B A & 2 K 3% 3,782,343 3,876,129
Less: Allowances B B (1,933,159) (2,134,348)
1,849,184 1,741,781
Payables due to FE A Mt B A Bl 2 ROIE
subsidiaries
Amounts due to subsidiaries RHKIE A 7 2 ZIE 743,971 676,601

The receivables due from and payables due to subsidiaries
are unsecured, non-interest bearing and have no fixed terms
of repayment. The amounts are not repayable within one
year and are therefore shown as non-current.

BREENHMBLAR cRERER
- 2EREBETERY - AFEHA

HER—FRERE  BIEFRBRA
=)
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For the year ended 31st December, 2003 HE-FFT=HF1+-A=

16. Investments in Subsidiaries/Receivables due 16. RMEBAFZEE B E
from Subsidiaries/Payables due to LFRE /EMAREARRE
Subsidiaries (Cont’d) (&)

R-ZFF=F+_A=t—H &=
EMBRAZFHEBOT

Particulars of the principal subsidiaries at 31st December,
2003 are as follows:

Place of
incorporation/
registration
and operation

Issued and

fully paid
ordinary

share capital/
registered capital

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company

EME L R BRTRBEZ AARHEERT
Name of subsidiary RBEXK EERKRA BRA/ZHEXR Principal activities
HEARERE 2% T ER EEZLH TEEK
Directly Indirectly
EE %
% %
MRI Holdings Limited Australia (note a) A$31,184,116 — 57.26 Investment holding
("MRI", formerly known BN (K iFa) 31,184,162 7T REZER
as Australia Net.Com
Limited) (note d)
([MRI] + B 7% Australia
Net.Com Limited )
(Kiztd)
China Pharmaceutical Hong Kong HK$2 — 57.26 Investment holding
Industrial Limited B 28T REZK
(note d)
FEHETXEEERA A
(KizEd)
China Enterprises Limited Bermuda(note b) Supervoting 33.27 24.84 Investment holding
("China Enterprises”) BRE (fi#b) Common Stock (note b)  (note b) REER
(note d) US$30,000 (Hizth) (Kizth)
(Kizzd) Common Stock
US$60,173
MERSE
A% 30,000 1T
@M% 60,173% T
Zhuhai Zhongce Property British Virgin Us$1 — 100 Holding of land
Investment Limited Islands (E development
(formerly known as KBRS project held for
Talent Shop Investment resale
Limited) (note d) BELHEREE
KT REXRKE PAEEE
BRAR (RIBEXKAE
BRAR)
(KfsEd)
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For the year ended 31st December, 2003 BHEZZ=H1+"A=1+—HLLF

16. Investments in Subsidiaries/Receivables due 16. RMEB AT Z®E Mk

from Subsidiaries/Payables due to BARRE EGHELR
Subsidiaries (Cont'd) R (#)
Issued and Proportion of
Place of fully paid nominal value of
incorporation/ ordinary  issued share capital/
registration share capital/ registered capital
and operation registered capital held by the Company
EMR L B BRIRBEZ AAFRBBERT
Name of subsidiary REBEXK EERKRE BRA/ZHEXR Principal activities
HEARER 2B ERE - [EREWAA!] TEXH
Directly Indirectly
E# &
% %
Tung Fong Hung British US$10,000 — 100 Manufacture and
(notes ¢ & d) Virgin Islands 10,0003 7T trading of chinese
RAL (fiickd) RBEXES and western
pharmaceutical
products
PRERAERES
Notes: fifit
a. MRI operates both in Australia and Hong Kong and its a. MRIFEIM [ 75 78 7 ot A o 22 75 -
shares are listed on the Australian Stock Exchange. MRI ERMABMESRZ S LT -
and its subsidiaries are mainly engaged in the investment MRIREMBAREZ{REREE
holding activities. RE °
b. China Enterprises operates in both Hong Kong and the b. China Enterprisesi® & /& & F E
PRC and its shares are trading on the Over the Counter BEEL  HROREBSZIHNR
Bulletin Board of the United States of America. The S5FZBEREE - AEEEAH
Group holds a 55.2% effective equity interest and an 55.2% 2 B IR N1 2 88.8% 2
88.8% effective voting interest in China Enterprises. ERREE
c. Tung Fong Hung operates in Hong Kong, the PRC and C RAANES  PEREINEE
overseas. ik,
d. These companies are limited liability company d. BT & B 2 AlE R & 5 Ak 2
incorporated in the respective jurisdiction. ZEBREMEAA
None of the subsidiaries had any debt securities subsisting & W 2 R G R Sk A AR (] B R AR
at the end of the year or at any time during the year. EXRRNDABRIEBES o
The above table lists the subsidiaries of the Company ERASIDARBEERRIERE
which, in the opinion of the directors of the Company, AEEZEBEILAEBEEREBRE
principally affected the results for the year or formed a LERBOZAEEMBRA - AR
substantial portion of the assets and liabilities of the AESRAFIEMHRELR 2 &R
Group. To give details of other subsidiaries would, in HeREBARMLE -

the opinion of the directors of the Company, result in
particulars of excessive length.
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17. Interests in Associates/Receivables due from 17. RBEARZE: HBIHBEE
Associates/Payables due to Associates AFRE BABREATRE
The Group The Company
REE P NN
2003 2002 2003 2002
—RRE=F —TT_F —_FTE=F —TT_F
HK$’'000 HK$000 HK$'000 HK$000
BEFT EBETT BE¥ETFT AEFr
Interests in associates REBE AT 2=
Share of net assets Frih & EFE 531,015 714,070 — —
Goodwill o
At 1st January n—H—H 90,637 20,136 — —
Arising from acquisition W R Bt & N R P A
of associates — 91,784 — —
Less: amortisation S B (9,178) (1,147) — —
Realised upon dilution of BEEE S N A
interests in associates M RN —_ (20,136) — —
At 31st December W+-_A=+—8 81,459 90,637 — —
Negative goodwill SRS
At 1st January n—A—H (123,379) — — —
Release of negative goodwill £k & & 12,338 — — —
Arising from acquisition L B Bt i 1 A
of associates FTE £ —_ (123,379) — —
At 31st December W+=ZA=+—H” (111,041)  (123,379) — —
Unlisted shares, at cost JE LR
=K A E — — 2 2
Unlisted convertible notes JiE s B 25 A A
due from an associate IE £ i AT R A%
(note i) =9 (M ati) 84,800 84,800 —_ —
Loans receivables due from Fguﬁlﬂﬁﬁ%ﬁ
associates (note ii) B2 Wk (faEii) 260,312 84,323 — —
Less: Allowance S B A (23,398) (10,686) — —
321,714 158,437 —_ —
823,147 839,765 2 2
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17. Interests in Associates/Receivables due from 17. REBELFZES HBREBEELN

Associates/Payables due to Associates (Cont'd) ARE/BABREARRE )

Notes: Kt -

(i) The carrying value of the unlisted convertible notes at 31st (i) FEMBEBHFR-_ZTZT=F+=8
December, 2003 (2002: HK$84,800,000) represented ST-RAZEREE(CTE=F:
investments in convertible bond (“Wing On Bond”) issued 84:§00:0001%?§>EF5<\*§/§§TT%
by Wing On. The Wing On Bond is interest bearing at 2% ?’56?75\1}7@%{?%([*?%5%})2&
per annum and is due for redemption on 19th April, 2004 & o 3§1§%E$5:@5*5 ’
at HK$84,800,000 with accrued interest. It entitled the Wﬁﬁ@igg@#ﬂiﬂlﬁ%
holders at any time after the date of the issuance of the 84(8090007%75%%&3@ e KR
convertible bond and up to 19th April, 2004 to convert the %%M\%Eﬁfﬁ/\*&*' AR A]
Wing On Bond into shares of Wing On at an initial MBREFZRTANEE_TTN
conversion price of HK$0.32 per share (subject to EEH‘UL_E' [%\E%ﬁfﬁxm\iﬂfﬁ
adjustment). BE0.32B T kL EFER A

JC(A] F HE) o
Subsequent to the balance sheet date, the Group entered REZRE $%@?Eﬁﬂ<§ﬂ
into a new conditional convertible agreement with Wing g*ﬁﬁﬂ%#ﬁnﬁ\ﬁ%ﬁﬁ%_’ &k
On pursuant to which Wing On will issue the convertible KR A $ %_ ¥ $$$ B
bonds with principal amount of HK$155,000,000 to the 155:000:000?%7PZ_EJ?5@H}G1\5\’%f
Group, of which HK$84,800,000 will be settled by the E§¢§45800,000;%7£H%%§H§éﬂ<
cancellation of Wing On Bond. This transaction has not yet REHFEN ° HRERZRARE
completed at the date of this report. BENARTER

(ii)  The amounts are unsecured, carry interest at the prevailing (ii) NE2BAHREER  BMHH
market date and repayable after one year from the balance R BRERGEERR—FE
sheet date. & e

Goodwill is amortised on a straight-line basis and the HERESEESTEH - aE

amortisation period for goodwill is 10 years. Negative DtEEE AR -

goodwill is released to income over 10 years.

The Group The Company
rEE RRHF
2003 2002 2003 2002

—EE-f —TT & —BE-F —TT &
HK$°000  HK$'000 HK$000  HK$'000
BT T BETIT BTt FBEFT

Receivables due from FE U B & N\ B FRIE

associates
Amounts due from associates Bf 4 A &) K 5K 6,294 60,535 719 14
Payables due to associates [E{JEi& 1\ 5 E
Amounts due to associates AN E O] 185 189 185 187
Market value of listed iR/ W el )

shares in associates Z WA 325,245 567,143 — —

The amounts due from/to associates are unsecured, non- W TENKEARREAEER 28K
E o

interest bearing and repayable on demand. AN EREE
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17. Interests in Associates/Receivables due from 17.

Associates/Payables due to Associates (Cont'd)

REEATZHEE HEHEL
FRE EBAREATRE &)

RZZEZE=F+-A=+—H " ' %*
EMEANB ZFBOT ¢

Particulars of the principal associates at 31st December, 2003
are as follows:

Place of

Proportion of
nominal value

of issued share
capital/ registered

incorporation/ capital held
registration/ Place of indirectly by

Name of associate establishment operation the Company Principal activities
NG
HMAYL/ BECRA
B30 KExn BA&/EMER

BEAR A B3 B I HEZLH FEBEHK

%

Apex Quality Group Limited British Virgin Hong Kong 22.65 Hotel and leisure related
("Apex") (note b) Islands and PRC business
(Kfitb) RERAES FERTE PTG RS

China Velocity Group Limited Bermuda Hong Kong 22.65  Property investment and
("China Velocity”, formerly BRE and PRC development in the PRC
known as Rosedale Hotel Group BB kT HEZNERBERER
Limited) (notes a and b)

PERE (R BRLA
(MhESE] - AT
HEBBESBEERLR) (Mifakb)

Wing On Travel (Holdings) Bermuda Hong Kong 32.21  Business of providing
Limited ("Wing On”, formerly BRE B package tours, travel
known as Ananda Wing On and other related services
Travel (Holdings) Limited) AR - HRaE
(notes a and b) B E 18 B BR 7%

XRIEE (ER)BRAA (KR - A
REKZIRE (BK)

BRAF) (Ffitakb)

Dong Fang Gas Holdings Limited Bermuda Hong Kong 43.06  Trading of ceramic tiles
("Dong Fang Gas") BRE and PRC and bathroom
(notes a, b and d) BB KA accessories, securities

RAMREBERAA trading and engaged in
(IRAMR]) (Hzta » bRd) the business of natural

supply, storage and
related services

BEMBRAZEA 5
BERUERANE #F
R R

Hangzhou Zhongce Rubber PRC PRC 26.00  Manufacturing of tires
Company Limited (note c) H H Whas

MR REBER R A (HfiEc)
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‘%Z?

e

17. Interests in Associates/Receivables due from 17. REBEARZES HBREEL
Associates/Payables due to Associates (Cont'd) ARE/BABREARRE )
Notes: fitit
(a) The shares of China Velocity, Wing On and Dong Fang Gas (a) TREE KT RRAMA K

are listed on the Hong Kong Stock Exchange. MR EB BT T -
(b)  These companies are a limited liability company incorporated (b) WAMBREER ZERDA
in the respective jurisdiction.
(c) This is a PRC sino-foreign equity joint venture. (c) RN EEEERATR -
(d)  On 5th March, 2004, Dong Fang Gas and PCCW Limited (d) —ZINE=ARR BAMRE
("PCCW*", a company with its shares listed on the Hong EREARBRERAR ([ERA
Kong Stock Exchange) jointly announced that Dong Fang B EROREBE R W)
Gas conditionally agreed to purchase certain properties HRAEM  RARREGHRE
interest including shareholders’ loan due to PCCW for BEETVEE (BREREAR
consideration of HK$6,557 million. Following the completion BrzBRREER)  KREA
of the above transaction, the Group’s interest in Dong Fang 6,557,000,0007% 7T ° X £l X 5
Gas will be diluted from 43.06% to 2.83%. At the date of TKE  AEBERRAMA R
this report, the above transaction has not yet completed. %1% B 43.06%H 58 £2.83% © I
Details of these are set out in note 40. AREBH LR H5MAT
X RS IEEA N 40 -
The following is a summary of the most recent published financial L/{T)*—3$Elﬁﬁ??fﬁigﬂ*:‘:““7ﬂﬁﬁk
information and unaudited management account of the principal REHBERRR_ST=F+ A=+
associates held by the Group as at 31st December, 2003: —BREEREEREME :
Consolidated results for the year: FEZEEERE -
China Dong
Velocity Wing On Fang Gas
Apex FEERE KE REBRKR
1.1.2003 1.1.2003 1.1.2003 1.1.2003
to to to to
31.12.2003 31.12.2003 31.12.2003 31.12.2003
—EE=F ZEE=HF ZET=F ZEE=F
—H—H%Z —H—HZ —H—HBZ —H—HBZ
—EE=F ZEE=HF ZEZT=F ZEE=F
+=A +=A +=A +=A
=t+—8 =t+—8 =t+—H =t+—H
HK$°000 HK$°000 HK$°000 HK$°000
BETFT BT EBETFT EEFT
Turnover e 7,850 132,583 1,416,235 124,088
Net loss for the year REEZERFH (1,403) (170,207)  (370,972) (88,435)
Net loss for the year REERERFER
attributable to the Group BB F R (317) (48,604)  (106,078) (38,080)
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17. Interests in Associates/Receivables due from 17. REBEAFzES BREELN

Associates/Payables due to Associates (Cont'd) ARA/BARELTNREA (2
Consolidated financial position: A M BMRR
China Dong
Velocity Wing On  Fang Gas
Apex HE SR KR RARR
At At At At

31.12.2003 31.12.2003 31.12.2003 31.12.2003
R-ZE=F R-FT=F R-_FT=F R-FB=F
tT=Ah T=A T=A t=A
=t-A =t-A =t-H =1-AH
HK$'000 ~ HK$'000  HK$000  HK$'000
BETT  ARTT  BETT  BETx

Non-current assets FnBEE 1,592,960 576,167 462,838 245,434
Current assets mE A E 84,038 37,515 644,513 454,057
Current liabilities nEaE (143,811) (122,951) (554,689) (525,958)
Non-current liabilities ERBEE (1,018,106) (126,638) (229,563) =
Minority interests DERFEE S (72,058) (30,930) (29,778) (15,132)
Net assets BERE 443,023 333,163 293,321 158,401
Share of net assets AEEEGAER

held by the Group: ZEEFE :
As at 31st December, RZZT=%F

2003 +=-A=+—H 100,325 75,461 114,041 68,207
Market value of listed AEBEPTFEHEE QA

shares in associates FHRHmE N/A

held by the Group T iE A 72,245 118,000 135,000
The above table lists the associates of the Group which, in EERMIDEERARETENERFE
the opinion of the directors, constituted a substantial LEBIEAERFEECEANRND
portion of the share of results or of net assets of the AREBERNT  c EERRFINE
associates. To give details of other associates would, in the MEELRAZEEHRLTRIERMN T
opinion of the directors, result in particulars of excessive o
length.
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18. Receivables 18. MEWIER
The Group The Company
REE RAF
2003 2002 2003 2002
= LT -F ZEBT=HF —ZTT-F
HK$’000 HK$000 HK$'000 HK$000
BEFT EBETT BE¥ETFT AEFr
Loan and interest receivables & & 7t & fE U A B
— secured (note a) — HEM (ffita) 242,967 230,300 — —
— unsecured (note b) — EIE (fiEb) 297,124 493,848 33,725 82,529
Receivable due from related JEUFE A 7
companies (note c) KIA (ffitc) 10 6 — —
540,101 724,154 33,725 82,529
Less: Allowances S B A (138,356) (94,546) — —
401,745 629,608 33,725 82,529
Less: Amounts due within - —EFEREH
one year and shown I 51 B
under current assets BEZRA (370,459) (607,022) (14,586) (59,943)
Amounts due after one year — &% 2| H 2 I\ 31,286 22,586 19,139 22,586
Notes: Hiaz
(a) Included in secured loan and interest receivables were (a) EERERRERFIERBIED

(b)

amounts of approximately HK$128,183,000 (2002:
HK$121,500,000) and approximately HK$114,784,000 (2002:
HK$108,800,000) due from Danwei Ltd. (“Danwei”) and
Lucklong Venture Ltd. (“Lucklong”) respectively. Ms. Chau
Mei Wah, Rosanna (“Ms. Chau”), a director of the Company
is the former director of Danwei and Lucklong. In addition,
Mr. Lau Ko Yuen, Tom, the former alternate director to Ms.
Chau, is a director of the Company’s substantial shareholder
and a director of Danwei and Lucklong. Shares in certain
property holding companies held by Danwei and Lucklong
were pledged to the Group as securities to the loans.

The loan receivables carry interest at the prevailing market
rate.

Included in unsecured loan and interest receivables were
amounts of approximately HK$12,146,000 (2002:
HK$40,299,000) due from a subsidiary of an investee.

The loan receivables carry interest at the prevailing market
rate.

(b)

7| € Y Danwei Ltd. ([Danweil)
K Lucklong Venture Ltd.
(lLucklong]) #7128,183,0007% T
(ZZZ =% : 121,500,000/ JT)
F #)114,784,0008 T (T T =
4 : 108,800,000/ ;) 2 ZA °
ARAzERTRAEEL L (AR
+1) ADanwei Lucklong.Z Al &
= MARAZAERZLLZE
FEEARREENREADAE
ZRE 2 EF K Danwei
Lucklongz & % ° Danweik
Lucklong# A 2 & T EER A
AZBRHE THEE (ERAEHE
M Danwei X LucklongiR it B 3 2
}ﬁﬁuu °

It M B TR 1% & A T 5 I R &t
EXPAERRERA S BEEK
BEIREQATAZHBAADN
12,146,000 T (T —F :
40,299,00078 7T) Z 78 o

&tﬂ’éﬂ&z%ﬁﬁf% 35 R &t

u
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18. Receivables (Cont'd) 18. MR (&)
Notes: (Cont’d) it (&)
(c) Details of the receivable due from related companies are as (c) ERFEERRRBZFENT
follows:
The Group The Company
rEE KA A
2003 2002 2003 2002

—RE=F —_TT-F —BB=HF —_TT_F
HK$°000  HK$'000 HK$'000  HK$000
EBEFrT BETT EB¥Tn EETT

Paul Y. — ITC Management {# % /& & & 12

Limited BIRAA] — 6 — —
Paul Y. — ITC Construction fREEFFELE

Holdings Limited BIRA T 5 — — —
ITC Corporation Limited EHFt¥EEAERAA 5 — — —

10 6 —_ ==
The amounts are unsecured, non-interest bearing and are ZERBAEER 2B RAMRE
repayable on demand. ZREE -
Paul Y. — ITC Management Limited is a wholly-owned REBHEEEERA 77%$
subsidiary of substantial shareholders of the Company. Paul TERRZZ2EMBR 1%§
Y. — ITC Construction Holdings Limited (“Paul Y. — ITC") is BEREFRA T(H%i{*ﬁj))%
a substantial shareholder of the Company and ITC ARAFERE  MEHLES
Corporation Limited is a shareholder of Paul Y. — ITC. ERARAABHEREZR
o
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);
e

Investments In Securities 19. BHEKRSE
The Group The Company
REME A F
Other investments Other investments
HigE HiigE
2003 2002 2003 2002
—EE=F LT -F ZEBE=HF —ZZTT=F
HK$'000 HK$’000 HK$'000 HK$°000
BT T BETIT BTt FBEFT
Equity securities: RAEH :
Listed + 140,053 265,931 — —
Unlisted JEEM 36,314 46,952 8,792 9,892
176,367 312,883 8,792 9,892
Debt securities: BEE S ¢
Unlisted JEET 43,421 49,540 — —
Club debentures g ES 825 825 825 825
Total A5t 220,613 363,248 9,617 10,717
Total and reported as: BEt RIIME -
Listed W
Hong Kong BB 112,800 239,016 — —
Elsewhere Hfih 3 27,253 26,915 — —
140,053 265,931 — —
Unlisted EEM 80,560 97,317 9,617 10,717
220,613 363,248 9,617 10,717
Classified under DHEE
Current mE 2,930 37,363 — —
Non-current IE R B 217,683 325,885 9,617 10,717
220,613 363,248 9,617 10,717
Market value of FmEEZ
listed securities mE 140,053 265,931 — =

The carrying value of listed securities in Hong Kong at 31st
December, 2003 included an amount of HK$32,902,000
representing 4.1% (2002:
interest in Ming Pao Enterprises Corporation Limited (“Ming
Pao”). Ming Pao is incorporated in Bermuda and is listed on

(2002: HK$52,984,800),

the Hong Kong Stock Exchange.

BERELMEZFR_TT=Ft-_A=1+—H
ZEAEEERRBAREEZARAA ([HAR])

10%) 41% (=TT _F: 10%)27% EEE

Eme
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20.

21.

B

Deferred Tax Assets 20, EBRERESEE

The following are the major deferred tax assets recognised DAT?%EQ$HHF‘§&GE§@FEHEWZIE
and movement during the current and prior accounting BEEREEEREE#HE)

periods:

Bad and
doubtful debts
and allowance

RIFRRBE

HK$’000

BT T

At 1st January, 2002 R-—_ZEZE_F—H—H
— As previously reported — WAHI R =
— Prior year adjustment — FFRE 7,663
— As restated — WE7 7,663
Credit to the consolidated income statement AL AE W ER 5,791
At 31st December, 2002 RZEBEZ-_F+=_A=+—8H 13,454
Credit to the consolidated income statement AL AW ER 770
14,224
Realised on disposal of subsidiaries i BT B A A R 23R (14,224)
At 31st December, 2003 RZEZ=F+=-A=+—8H —
Other Asset 21. HthE#E

The amount represents cost incurred in connection with a
land development project in the PRC. The project is a land
development of ¥k/§ 1 % & % & (formerly known as¥k /& i
BB #E % E) located in Long Shan Development Area,
Doumen District, Zhuhai City and is to be jointly developed
with ZTREMREIL TXEEE Z B 2. The Group is entitled to
the exclusive development right to the project and also the
right to obtain the land for the development (“Other
Asset”). The Group is also entitled to sell the Other Asset to
investors at consideration to be agreed between themselves.

The consideration of HK$190,000,000 for obtaining the
exclusive development right was paid by the Group during
the year whilst RMB39,000,000 (equivalent to approximately
HK$36,596,000) was already paid by the Group for obtaining
certain parts of the right for land development.

China Strategic Holdings Limited 72

WEEERAL I EREREL 2K
Ko ZBB RWETREXER (AR
BMEUEXEXE) <L HERE
B URREMIFIRELERE
HRKETRILIXEEEZEGH
FA#R - AEEZERA Z2BRER
BREZEEANDRELMABER ([K
twEE]) - AKRERBRRHTERE
HEMEEETRES -

HISBR % R & 2 1{8190,000,0007%
REAREERNFENEA  MARE
B AK#39,000,0007T (FHE R4
36,596,000% 7T) B 15 &R0 18 B £ Hh 3
B -
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For the year ended 31st December, 2003 HE_FTE=

As the directors are of the opinion that the Other Asset is
held for sale, the cost incurred for the Other Asset is
included in current asset accordingly.

The directors has assessed the carrying value of the Other
Asset with reference to the valuation performed by an
independent valuer on open market value basis and no
impairment loss is identified.

21. Other Asset (Cont’d) 21. HEE&E &)

AREFHHEBEERRFRE &
HtwEEMELE ZRATIIERDE
Eo

EXC2ZBUMEMZARMER
BRERENEEMEEZIREE
TEZBAREEBE -

Inventories FH
The Group
TEH
2003 2002
—EE=F —EE_F
HK$'000 HK$°000
BYFTT B FT
Raw materials R 12,146 330,660
Work in progress £ 2 o 163 21,414
Finished goods ZK m 54,667 475,670
66,976 827,744

Included above are raw materials of HK$Nil (2002:
HK$330,660,000) and finished goods of HK$54,667,000 (2002:
HK$475,670,000) which are carried at their net realisable
value.

The cost of inventories recognised as an expense during
the year was approximately HK$2,459,991,000 (2002:
HK$3,052,768,000).

BT (ZEZEZ4F : 330,660,000/ 7T)
% 25K . 54,667,0008 T (Z 2T =
4 1 475,670,00055 7T) °

REAXHEZBEEREDR

2,459,991,000& L (— T Z — & :
3,052,768,000/5 L) °
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23. Trade Debtors 23. BEUBRIES

The Group allows its trade customers with credit period AEB -—RATESRFE AH0ZE
normally ranging from 90 days to 180 days. The aged analysis 180B 7 ABREl - NEE RV EIWE

of the trade debtors at the balance sheet date is as follows: SEZVEBRSMMT

The Group
AEE

2003 2002
—EE=F —ET_F
HK$’'000 HK$’000
BT BET T
0-90 days 0£90H 12,011 387,848
91-180 days 91£180H 762 89,724
Over 180 days 1808 KA £ 945 56,387
13,718 533,959

24. Creditors, Other Payables and Accrued 24. FEREH HttEFARERE

Charges iEA
Included in creditors, other payables and accrued charges FEFBRX - E{@FEHEUE&EEEJGEFH
are creditors with the following aged analysis: BT BR e 2 JE 1 5k IB
The Group
rEE
2003 2002
—2FE=F —TE_F
HK$'000 HK$°000
B F T BT T
0-90 days 0£90H 39,468 219,156
91-180 days 91£180H 1,413 48,641
Over 180 days 1808 MA 813 109,345
41,694 377,142
Add: Other payables and o0 EH M RE S RIE R
accrued charges EEtE A 43,252 515,022
84,946 892,164
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25. Payables 25. BERRE
Details of the payables are as follows: ERNREBZHBOT :
The Group The Company
rEE KAF
2003 2002 2003 2002
—2B=Ff —TT_F —¥B=HF —_TT_F
Notes HK$'000 HK$°000 HK$'000 HK$°000
Kt BYFT BT BEFrT EETrx
Payables due to related  FEf}BEE
companies NGIE @ (a) 201,286 272,184 198,105 228,144
Payables due to ENE=7
third parties B (b) 77,795 — 50,603 —

279,081 272,184 248,708 228,144

Less: Amounts shown B AR E
under current BEZ
liabilities I8 (34,611) (46,155) (5,430) (2,115)

244,470 226,029 243,278 226,029
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25. Payables (cont'd) 25. BERRE &)
Notes: et -
(a) Details of the payables due to related companies are as (a) FERNBERRZREFEET :
follows:
The Group The Company
AEE AT
2003 2002 2003 2002

ZEE=Ff -—T%-F ZBE=f —TT_F
Notes HK$'000  HK$'000  HK$'000  HK$'000
ik BETFT AETT BETT BETI

Nation Cheer Investment SEREERAA
Limited (i) 192,675 122,702 192,675 122,702
Hanny Magnetics Limited WEUNERDA (i) 1,076 104,595 1,077 103,457
ITC Management Limited ERECEEEERADA (ii) 519 42,937 519 35
Paul Y. Project Management  Paul Y. Project Management
International Limited International Limited (i) 2,314 1,879 2,313 1,879
Mass Success International Mass Success International
Ltd. Ltd. (iii) 1,251 71 1,251 71
Paul Y. — ITC Management REEHEEERAF
Limited (i) 450 — - —
Micro Tech Ltd. Micro Tech Ltd. (i) 270 — 270 —
Cycle Company Limited and fESABAE K
Gunnell Properties Limited Gunnell Properties Limited (i) 693 — - —
ITC Corporation Limited ERPEEEFRAT (ii) 744 — - —
Paul Y. (E & M) REBEERDA
Company Limited (i) 1,014 — - —
Paul Y. — ITC (E & M) REBHBREIR
Contractors Limited BERAF (i) 280 — - —
201,286 272,184 198,105 228,144
All amounts are unsecured, carry interest at prevailing FIAEREH AEERRREAT
market rate. Except the payables due to Nation Cheer i’ﬁﬂ R BRENEERESR
Investment Limited (2002: Payables due to Nation Cheer RAZFRE(ZEZ_F : FEH
Investment Limited of HK$123,702,000 and Hanny Magnetics :': EREERAAZRE
Limited of HK$103,327,000) which are repayable after one 123,702,0005%77:&@%622%1%5&
year from the balance sheet date, all remaining balances A F 2 3 IE 103,327,000 7T) A
are repayable on demand. REEHRFT —FERER)N  H
BRANIEG AR EREE o
Notes: st -
(i) The companies are wholly-owned subsidiaries of (i) ZERRRRRAFER
substantial shareholders of the Company. RZZ2EAMNBAR
(i) ITC Management Limited is a wholly-owned subsidiary (ii) EECEEEEGRARNA
of ITC Corporation Limited, a shareholder of the BECEEEERAAZ
Company’s substantial shareholder. 2EMBAR @ BERE
EEERATNAADAE
EREZIRE -
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25.

26.

e

LRgS

Payables (Cont'd) 25. EARE @
Notes: (Cont’d) Kz - (&)
(a) (Cont’d) (a) (&)
(iii)  Mass Success International Ltd. is an associate of a (iii) Mass Success
substantial shareholder of the Company. International Ltd. /*—5$
AlEERE 2B DA
(b) The amounts are unsecured, carry interest at prevailing (b) ZE R T EE A RIE TS A X
market rate. Except the payable of HK$51,795,000 R BRARGE B —FIA
(2002:HK$Nil) which are repayable after one year from the E{E# 2 FE 15018 51,795,0007%5
balance sheet date, all remaining balances are repayable T(ZEZEZF : TET - BB
on demand. HRMEKKER -
Share Capital 26. EF
Number
of shares Value
Bz 4 & B BE
HK$’000
B F T
Authorised: JETE
Ordinary shares of HK$0.10 &R EE0.10/% T 2 & @K
each at 31st December, RZZEZTZFR
2002 and 2003 —EE=F+-_A=+—H 8,000,000,000 800,000
Issued and fully paid: BEETRERE :
Ordinary shares of HK$0.10 &R EE0.10/% 7T 2 & @Ak
each at 1st January, 2002 R-ZEE_F—H—H 460,978,942 46,098
Issue of shares BITHAR 92,000,000 9,200
Rights issue of shares Bic & AR 276,489,471 27,649
Ordinary shares of FREE0.104 T 2 i@k
HK$0.10 each at R_TZE_F+_HA
31st December, 2002 =+—H 829,468,413 82,947
Exercise of warrants 1118 RAX#E = 27,126,674 2,713
At 31st December, 2003 RZZEE=F+=-_A=+—H 856,595,087 85,660

During the year ended 31st December, 2003, 27,126,674
shares in the Company of HK$0.10 each were issued upon
the exercise of 27,126,674 warrants at a price of HK$0.16
per share. The shares issued during the year rank pari passu
with the then existing shares in all respect.

RBEE_ZEE=F+_A=+—HLEE
A+ F27,126,674 FXEE0.108 T2 AR
AR E0.1678 T 2 B181T1£27,126,6741

WUHX*EIEW?X%

° ¥

ERFRBITZRMNE

BETARERSREROMBAMASE -
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27.

Warrants

In accordance with the conditions attached to the warrants
of the Company, each of the warrants confers rights to the
registered holder to subscribe for one new share of the
Company in cash at an initial subscription price of HK$0.16
per share, subject to adjustment, at any time from the date
of issue to 31st December, 2003 (both days inclusive). The
movement in the number of warrants of the Company are
set out as below:

27.

kiR

IRIRZR A AR AR 3B FrBa PR 2 15 1
RBREB ERRFEAEEERENR
RS RBETEHEE -_TT=4F
+-A=+—B(BREHEMA) BME
N BEARSENSIRABESR
0.168 7T (AT T #HE) BB —RAQF
Mk c ARERREZLE EBH
BT

Number of

outstanding warrant

RITERREZRHE

At 1st January, 2003 R—_ZEE=F—H—H 165,893,682
Exercised during the year RERNTTE (27,126,674)
Lapsed during the year RE R KK (138,767,008)
At 31st December, 2003 RZEZE=F+=-A=+—H —

On 31st December, 2003, all of the remaining outstanding
warrants, which entitled the registered holders to subscribe
for 138,767,008 shares of HK$0.10 each in the Company,
were lapsed.

Details of the exercise of the Company’s warrants during

R-ZZBE=ZF+_A=1+—0 FEHHKZ
ATERBEECERK > MxERRESE
REERSLHE ARIE138,767,008K K1
AEREECI10ETZ R -

FRADATERBAER 2 FBHNME

the year are set out in note 26. 26 °
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28.

Share Options
The Company
The 1992 Scheme

In accordance with the terms of the Company’s Executive
Share Option Scheme adopted on 20th July, 1992 and
effective for a period of ten years after the date of the
scheme, the Company granted to directors and employees
of the Company and its subsidiaries share options to
subscribe for its ordinary shares for a consideration of HK$1
for the primary purpose of providing incentives to directors
and eligible employees. The subscription price, subject to
adjustment, is based on 80% of the average of the closing
prices of the shares of the Company on the five trading
days immediately before the options were offered. Options
granted are exercisable not later than ten years after the
date the options are granted. The 1992 Scheme was
terminated pursuant to an ordinary resolution passed at an
extraordinary general meeting of the Company held on 4th
June, 2002.

At 31st December, 2003, there was no shares issuable under
the 1992 Scheme (2002: 510,000, representing approximately
0.061% of the shares of the Company in issue at that date).
The total number of shares in respect of which options may
be granted under the 1992 Scheme was not permitted to
exceed 10% of the shares of the Company in issue excluding
any share issued pursuant to the 1992 Scheme at any point
in time, without prior approval from the Company’s
shareholders. The number of shares in respect of which
options may be granted to any individual was not permitted
to exceed 25% of the aggregate number of shares of the
Company in issue and issuable under the 1992 Scheme at
any point in time, without prior approval from the
Company’s shareholders.

BT

EE?

28. HERER4E
KA T
—AAZFEHEY

RARR—NMNZFt B+ BEMITHA
BRERAERTE - ZE Mt e M A Bt
FRBEM - REBEFEI2HR - RARAAER
AREMBARIZEERESR FHBREN
REARB 2 LB - WHsWEE T 2 R
B RUMEZEIEENRAEZERAER
BEREEREREN - REE (I FAE) HRIE
ARBRBRHNEZERTREBREZZNAER
SHZFHRTEZ280% - BE&H 2 BRE
MEERERHEBSHEFTERTE  — N
N_FHEERBEARAR_TZT_FXA
MDEBRRFIASFABIEBAZRLE
JJ:O

R-ZFE=F+_A=1+—0 BERHOHR
B—AN_Ft 8 TUET(CTT_F:
510,0008% * HERARRIRE HEHITRD
490.061%) - RE—NAA-FrE AR
BRESRBNBEIFRARNDANE
BEETRO (FRRERE-AN_FEIM%E
T2 ERIR) 210% @ ERERARARRE
AREFNFTELR - MENALET 2B
BRI BNBE TFRARE— hﬂ
“HEHETBEEERTRATRITZAR
DHEEZ225%  ERBALD T%$$%m&
FAITN LR -
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28. Share Options (Cont'd) 28. MWEk# 2
The Company (Cont’d) ENTE (&)
The 1992 Scheme (Cont'd) —AAZEHE (E)
A summary of the movements of share options under the — WA FHEB T Z2ERERESR
1992 Scheme during the year ended 31st December, 2003 ZZE=F+_R=t-HLEFEZ
are as follows: ZHPEMT -
Number of shares under option
BRESRZKROEHAE
Outstanding
Outstanding Surrendered/ at
at lapsed 31.12.2003
1.1.2003 during R-2=F
Exercise R-BE=fF the year +=A
Date of grant Exercisable period price —-A—H FrRng/ ET=[E
®iti A8 ATREAE TEE i K AT i3 i K AT
HK$
B
12.1.2000 18.1.2000 to 17.1.2005 3.145 75,000 (75,000) —
—ZZTH “ZZT5-RA+N\HE
—R+Z=H “ZTRF-A+tH
Total for directors 75,000 (75,000) —
ERRERERY
Employees
B8
14.2.2000 16.2.2000 to 15.2.2005 3.702 435,000 (435,000) =
el 3 ZETT4-RA+HE
ZA+mA “ZTRE-RATHA
Total for employees 435,000 (435,000) —
EEBREAY
Grand total 510,000 (510,000) —
@t
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);
e

28. Share Options (Cont'd) 28. MEBR#E o)
The Company (Cont’d) EAT (&)
The 1992 Scheme (Cont’d) —AAZFHE (E)
A summary of the movements of share options under the —NMNZFFEET2BREREZE
1992 Scheme during the year ended 31st December, 2002 is :$$_¢+ A=+—BLFEZ
as follows: & ZHHPE0T
Number of shares under option
BRESRZROHE
Surrendered/
Outstanding lapsed  Adjustment  Outstanding
Exercise at during due to the at
Date of grant Exercisable period price Notes 1.1.2002 the year  Rights Issue 31.12.2002
RZBEBZF R-BE-f&
-A-H Enyz AERENR t-A=tA
RiLE# qERE %8 Wit A AT P3| kLS A AT
HK$
21.7.1997 21.7.1998 to 20.7.2002 6.060 (i) 9,750 (9,750) - -
“MtE “MNEXRAZ+-BE
tA=+-B ZETEYACTH
12.1.2000 18.1.2000 to 17.1.2005 3.440 (ii) 50,000 - (50,000) -
It 3 & 23 “EREE-AT/\RE 3145 (i) - - 75,000 75,000
—-B+ZH ZETnE-AtTtH
Total for directors 59,750 (9,750) 25,000 75,000
ExhhELY
Employees
&
21.7.1997 21.7.1998 to 20.7.2002 6.060 (i) 21,000 (27,000) - =
“MtE “AANETRAZ+-BZ
tA=+-B ZETEYACTH
14.2.2000 16.2.2000 to 15.2.2005 4.050 (ii) 290,000 - (290,000) -
It 3 & 23 “EREEAT/EE 3702 (i) - - 435,000 435,000
ZAtHA Z2ERE-ATHA
Total for employees 317,000 (27,000) 145,000 435,000
EEBRESH
Grand total 376,750 (36,750) 170,000 510,000
@it
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28.

Share Options (Cont'd)
The Company (Cont‘d)

The 1992 Scheme (Cont’d)
Notes:

(i) As the options lapsed before the rights issue became
effective, carried out by the Company during the year ended
31st December, 2002, no adjustments were required to be
made on the exercise price and number of options granted.

(ii) Following the rights issue carried out by the Company,
during the year ended 31st December, 2002 the exercise
prices of the share options were adjusted to HK$3.145 and
HK$3.702 from their initial exercise prices of HK$3.440 and
HK$4.050 respectively. The number of share options was
also adjusted as a result of the rights issue.

The 2002 Scheme

On 4th June, 2002, the Company adopted a new share
option scheme (“2002 Scheme”) which is effective for a
period of ten years for the primary purpose of providing
incentives to directors and eligible employees. Under the
2002 Scheme, the board of directors of the Company may
grant options to eligible employees, including executive
directors of the Company and its subsidiaries, to subscribe
for shares in the Company for a consideration of HK$1.
Options granted must be taken up within 30 days of the
date of grant, upon payment of HK$1 per grant. Options
granted are exercisable not later than ten years after the
date the options are granted. The exercise price, subject to
adjustment, is determined by the board of directors of the
Company and will not be less than the highest of (i) the
closing price of the Company’s share on the date of options
granted, (ii) the average closing price of the Company’s
shares for the five business days immediately preceding the
date of grant and (iii) the nominal value of the Company’s
share.

The total number of shares in respect of which options may
be granted under the 2002 Scheme is not permitted to
exceed the higher of 10% of the shares of the Company in
issue pursuant to the 2002 Scheme at any point in time,
without prior approval for the Company’s shareholders. The
number of shares in respect of which options may be granted
to any individual is not permitted to exceed 1% of the
aggregate number of shares of the Company in issue and
issuable under 2002 Scheme at any point in time, without
prior approval from the Company’s shareholders.

There were no options granted under the 2002 Scheme.
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fifit

(i) ARBRERAAREHRE_ZT
ZoF+_A=+—HIEFEEMR
ETZEERRERFRK - &
EARMBRHBREZOEER
HEETRE -

(ii) ARARAREBE-_ZTZEZ_F+_4
“t-BLEEEEFTZEEHK
TR BRETEES BB
*ﬁif‘amorﬁﬁmosoﬁéfz

%IJBH £3.145% T % 3.70275
c BRES A TREREEMBKRM
*ﬂ‘ﬁﬁ%ﬁl%o

—EFT_FHb

RZZTT_FXAMAE » ARQEESR
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ZAEENHMATE  FERAEER
EEREERBRE N - RE-ZTT
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28.

Share Options (Cont’d)
Subsidiary
China Enterprises

Pursuant to the Executive Share Option Scheme adopted on
7th June, 1994 and effective for a period of ten years after
the date of the adoption of the scheme, China Enterprises
granted options to officers and employees, and directors
who are also employees, of China Enterprises and its
subsidiaries to subscribe for common stock in China
Enterprises for a consideration of HK$1 for the primary
purpose of providing incentives to officers, directors and
eligible employees, subject to a maximum of 910,000 shares.
Shares of common stock to be issued upon the exercise of
options will be authorised and unissued shares. An
independent committee (the “Committee”) of China
Enterprises’ board of directors was formed to monitor and
consider the granting of options under the scheme. The
subscription price will be determined by the Committee,
and will not be less than 80% of the average closing price
of shares of common stock over the five trading days
immediately preceding the date of offer of the option.

At 31st December, 2003, there was no shares issuable under
the above scheme (2002: 20,000 representing 0.22% of the
share of China Enterprises in issue at that date). The total
number of shares in respect of which options may be granted
under the schemes is not permitted to exceed 910,000 of
the shares of China Enterprises in issue at any point in time,
without prior approval from China Enterprises’ shareholders.
The number of shares in respect of which options may be
granted to any individual is not permitted to exceed 25%
of the shares of China Enterprises in issue at any point in
time, without prior approval from China Enterprises’
shareholders.

BT

EE?

28.

R (2)
g NG
China Enterprises

China Enterprisesi® — L LEF X A
T HEMRTHABBREE - &t
FREMBHETEARR - REE
Z| Z &3 + China Enterprisesa
China EnterprisesR EffB AR Z &
BMAEREER (i%ﬁ%ﬁ%)?ﬁ%ﬁﬁ
% 4 LA 3288 China Enterprises 2 &

% - R 4910,00082 3% 15 - IE‘MEH&Z
BB ZRE - RUFTEZEEEN
TREM/AE EERAAREEBR
HRE N - THEERERET LA
BRBROBREERKRETRG °
China EnterprisesZ £ € K . B L
Zz8g2([Z88))  ZEREERE
FESLERE - REEHZELE
EETEEREARRNER TE
fRiERZ AN RAEARS A2 K
m{E280% °

R-ZZEZE=F+_A=+—8" Iﬁ
BRBE LG EET (2T
% : 20,0000% ' 15 China Enterprises
BE#IMR0.22%) - BIRZET &I A&
CERELSRZBOBETBHER
China EnterprlsesTETE%fTHﬂ’ﬁ?I
B 2 910,000/ - 1 B 5 China
Enterprisesf% 5 = 5¢ #t /& & Al N2 1
B o Fﬂ&ﬂ)\i?ﬁ%zﬁﬁﬂﬁffgﬁﬁ)ﬁ&
Z B MEE THEBAE China
EnterprlsesTHvE%ﬁHﬁfﬁJ‘ZZS% :
HEEL{3 China Enterprisesf% 3R = 5 4t
HEEBTEULR o
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28. Share Options (Cont'd) 28. MRk 2
Subsidiary (Cont’d) HWEBQE (&)
China Enterprises (Cont’d) China Enterprises (&)
A summary of the movements of share options under the China Enterprisesis B #7127 T (&
share option scheme of China Enterprises held by employees BRERENRFAZEHHEN
during the year is as follows: D

Outstanding Surrendered/ Outstanding

at lapsed at
Exercisable period Exercise price 1.1.2003 during the year 31.12.2003
R=ZBZ=F
FRAKE,, +=A=+-—-8
A 17 {55 HA [ THEE R-—EBEZE=%—H—H K i R AT E
Us$
E
3.2.2000 to 2.2.2010 9.9375 20,000 (20,000) —
—ZETE_A=HZE
—ET-ZTF-HZH
There were no options granted/lapsed under the share RNEE-_ZEZ-_F+-A=+—HIt
option scheme of China Enterprises during the year ended F[E » WEIRE China Enterprisesis
31st December, 2002. MR ERT 219 B AR BB AR BE KA o
29. Reserves 29. kW
Special Capital
Share capital redemption
premium reserve reserve Deficit Total
=¥l BxK
I 43 i EXREE R 75 B ag
HK$'000 HK$'000 HK$°000 HK$'000 HK$°000
BEFT BEFT BEFT BEFT BEFT
THE COMPANY 25’“1
At 1st January, 2002 —EE-_£-f-H 1,876,729 414,881 233 (1,044,907) 1,246,936
Premium from issue of shares @%ﬁﬂﬂn MEEZHE 20,619 = = = 20,619
Net loss for the year AEEERFH — — — (112,550) (112,550)
At 31st December, 2002 RZZZE-F+-A=+-H 1,897,348 414,881 233 (1,157,457) 1,155,005
Exercise of warrants T RBE 1,628 — = = 1,628
Net loss for the year AEEERFH — — — (94,357) (94,357)
At 31st December, 2003 RZBE=4+ZA=+—H 1,898,976 414,881 233 (1,251,814) 1,062,276
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29. Reserves (Cont'd) 29. fEfw (&)
The special capital reserve of the Company represents the ARRIZFHRIBARBERRARAR
amount arising from the capital reduction carried out by BE-TZ—F+-A=1+—HItF
the Company during the year ended 31st December, 2001. ERETHRRAEE 2 &8 -
At 31st December, 2003 and 2002, the Company had no R-ZZBZ=FR-_ZTT_F+_A=
reserves available for distribution to shareholders. T—H  AARAEAHES IR TRE
2 fEE -
30. Bank Loans And Other Borrowings 30, BTERREMER
The Group The Company
rEE KAF
2003 2002 2003 2002

—EE=F —TT-_F —BE=HF —TT_-F
HK$’000  HK$'000 HK$'000  HK$'000
BYFrT BTt HEBE¥FrT EETT

Bank loans RITE 12,991 1,046,851 —_ 20,000
Obligations under finance MERNEE
leases (note a) (Kiita) 175 174 24 35
Bank overdrafts RITEX 5,131 23,462 5,131 23,462
Other borrowings (note b) Hi{EE (ffztb) 20,131 13,323 — —
38,428 1,083,810 5,155 43,497
Secured B H 12,438 181,715 5,155 43,497
Unsecured 4 15 9 25,990 902,095 — —
38,428 1,083,810 5,155 43,497
Repayable as follows: AR T FHER :
Within one year —F R 38,284 996,861 5,142 43,473
Between one and two years —ZmMF 33 41,752 13 24
Between two and five years MZERF 111 45,197 — —
38,428 1,083,810 5,155 43,497
Less: Amount due within i —FRE| B
one year included FItERB AT
under current liabilities 2 iKIE (38,284) (996,861) (5,142) (43,473)
Amount due after one year  —F & E|HI 2 5K 144 86,949 13 24
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30. Bank Loans And Other Borrowings (Cont’d)

Notes:

()

fifit

(a)

Minimum lease payments

30. RTERRAMER @)

Present value of
minimum lease payments

BEROH BERNRRZRE
The Group The Company The Group The Company
A58 LV A58 537
2003 2002 2003 2002 2003 2002 2003 2002
CE3Zf -ZT-F CBEZE _ST-F CBECE _TR-F CZEBEZE _Z%F
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HKS$'000
BETn  ERTr  EETn  ABfn  BETn AETn BRTn BETx
Amounts payable under REBARARNEE
finance leases:
Within one year - 45 158 14 14 3 150 1 "
In the second to ZIEERE
fifth years inclusive (AEEERME) 165 R 18 3 144 24 13 24
210 190 2 47 175 174 24 35
Less: Future finance o ARBESH
charges (35) (16) (8) (12) - = - -
Present value of ROEERE
lease obligations 175 174 24 35 175 174 24 35
Less: Amount due within b R bk X
one year (31) (150) (11) (1)
Amount due after one year —ERIB 58 144 % 13 2%
The average lease term is five (2002: five) years. For the *ﬂ%’]?ﬂﬁiﬁﬂﬁ(_? T-F hF) HEZE

year ended 31st December, 2003, the average effective

borrowing rate was 6.7% (2002: 6%). Interest rate is fixed
at the contract date. All leases are on a fixed repayment
basis and no arrangements have been entered into for

contingent rental payments.

The Group’s obligations under finance leases contract are

secured by the lessor’s charge on the hired assets. # o

(b) The amounts carrying interest at prevailing market rate. (b)
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31. Disposal/Dilution of Interests in Subsidiaries 31. HE& HEREBLARNES

During the year, the Group disposed of its 51% interest in FR-AERLEERRIFR (K
Yinchuan C.S.1., (Greatwall) Rubber Company Limited, 25% W) BRBERDAZ51% « iM%
interest in Hangzhou Zhongche Rubber Company Limited BBER AR Z25%# % &R Pacific
and 50% interest in Pacific Wins Development Ltd. Details Wins Development Ltd.Z 50%%#
of the assets and liabilities of the subsidiaries disposed of HeoHEZHBRARCEEEBERF
are as follows: BT -
2003 2002
—EB=F ZETF
HK$’000 HK$’000
BT T BT T
Net assets disposed of: EBARERE
Investment properties -/ ES — 28,272
Property, plant and equipment Y - B NEE 901,368 1,479,442
Property under/held for B/ BEERYE
development — 140,760
Goodwill [l — 121
Deferred tax assets EIETIHE &= 14,224 =
Interests in associates REEE RN A 2w 103,064 —
Receivables due from associates JE W Bt 5 N B SR 81,551 —
Investments in securities EBHERE 5,216 7,379
Loans to minority shareholders TLHEBRE R — 21,408
Deposits paid for acquisition KWEMBEARBENT®
of subsidiaries —_ 75,000
Properties held for sale RFEWHE — 31,793
Inventories FE 737,767 46,412
Trade debtors JE W Z 5 iR K 530,528 51,083
Receivables JE U BR 5% — 43,119
Other receivables, deposits Hih el kIm - He R
and prepayments TE1T RIE 207,315 69,098
Income and other AT Y Bl A 15 30 %
tax recoverable H b B Uy [B] 7 18 — 3,077
Pledged bank deposits EHEBRITFER 70,098 —
Bank balances and cash RITENIR 296,719 113,992
Creditors, other payables JE S BR AR~ EL B < FRIE K
and accrued charges EstE A (757,419) (461,875)
Income and other taxes payable FE B AT 1S T I H b B B B 18 (34,335) (3,523)
Bank loans and other borrowings SE{TER LK HEMEE (1,274,058) (613,258)
Obligations under finance leases B E A EIE — (2,727)
Minority interests DEIR R = (486,909) (411,777)
Deposits received B U 1F 7 —_ (87,433)
Loans from minority shareholders M\ S R A K — (375)
Convertible note A A% ZE — (66,000)
395,129 463,988
Less: Interest retained as JB ¢ RE %R LA B 2 A )
interests in associates P RE (178,053) (307,518)
217,076 156,470
Goodwill realised EERGE 6,852 —
Negative goodwill reserve realised B %R 82 HE — (71,028)
Exchange reserve realised BB IRE X & (3,848) (2,190)
Other non-distributable HhE &R
reserves realised FE 4 AR 7 48 — (2,577)
220,080 80,675
Gain on disposal/dilution HE e s 12,344 64,193
232,424 144,868
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31. Disposal/Dilution of Interests in Subsidiaries 31. H& #EREARNES &)

(Cont’d)
2003 2002
—EE=F —ET-F
HK$'000 HK$’000
BT T BT T
Satisfied by: SN D
Cash Be 232,424 75,508
Interest in a subsidiary NN RN o i — 43,199
Other receivables H th i U 5k I8 — 26,161
232,424 144,868
Analysis of the net outflow BERLE #EWNEA
of cash and cash equivalents ZHRekReE
in connection with the FONRFEHE
disposal/dilution of subsidiaries:
Cash consideration received LANER 2 38 & (KB 232,424 75,508
Bank balances and cash disposed of & ZRITEHR IR (296,719) (113,992)
Net outflow of cash Re kB EBINTFE
and cash equivalents (64,295) (38,484)
The subsidiaries disposed of during the year contributed $WH:'|’§ZW§’D\ﬂ1E$EM¥§E
HK$2,653,540,000 (2002: HK$298,640,000) to the Group's 2,653,540,000%8 T (Z T & — 4 :
turnover, and HK$90,362,000 (2002: loss of HK$42,597,000) 298,640,00087T) + ZEAKEKLE
to the Group’s profit from operations. #7190,362,0008 T (ZZT=F : [§

842,597,000 7T) ©

China Strategic Holdings Limited 88




Notes to the Financial Statements ...,

For the year ended 31st December, 2003

32.

‘%Z@

BT

Purchase of Subsidiaries 32. BAMBLFE
2003 2002
—EE=F —ET_F
HK$’000 HK$’000
BT T B TT
Net assets acquired: EBALEFE
Property, plant and equipment fl@]% B & — 219
Properties held for sale FEWME — 51,893
Inventories T?%f — 356
Trade debtors FE U E 5 BR 3K — 14,219
Other receivables, deposits H b fE W 5RIE -
and prepayments &%&i‘ﬁiﬁﬁﬂ’\lﬁ — 12,725
Bank balances and cash RITEBRRERE — 422
Creditors, other payables FEHEE/TA H b fE I 5RIE R
and accrued charges JEstE A (12) (25,905)
Income and other tax payable e N R E fth JE A5 3K — (193)
Minority interests D EIR R = 410 (1,529)
398 52,207
Less: Interest acquired in prior B EFREER AR E QR
year recognised as a2 Em
interest in associates —_ (8,075)
Goodwill arising on acquisition WHEAEEE KB 387 —
785 44,132
Satisfied by: SEN DI
Cash Re 785 933
Interest in a subsidiary RHE R A Z R —_ 43,199
785 44,132
Analysis of the net cash outflow of cash and cash equivalents ERBAMBARI R R EHE
in connection with the purchase of subsidiaries: ZBEERLFEZHM
2003 2002
—EE=F —EE_F
HK$'000 HK$°000
BT T BT T
Cash consideration paid BENEBEERE (785) (933)
Bank balances and cash acquired EBACRITEHRES — 422
Net cash outflow of cash ERABANBARZRS R
and cash equivalents in ReFHEL
connection with the e LR
purchase of subsidiaries (785) (511)
The subsidiaries acquired during the year ended 31st BE-TZ=F+-A=1+—HBLF

December, 2003 did not make significant contribution to
the Group’s turnover and the Group's profit from operations.

The subsidiaries acquired during the year ended 31st
December, 2002 contributed HK$107,020,000 to the Group’s

turnover,
operations.

and HK$2,645,000 to the Group’'s loss from

EA - RERKEZHBRRLER
AEESHREREXRARLERNE

BE_TT_F+_A=t—RAL¥F
ERKEZHMBARGARESXE
107,020,000 T * BIEAEE R L E
182,645,000/ T ©
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33.

Major Non-Cash Transactions

During the year ended 31st December, 2003, the major non-
cash transactions are as follows:

(a)

(b)

(c)

Increase in interests in associates of approximately
HK$74,989,000 arose from the disposed of 25%
interest in a 51% owned subsidiary and arose from
disposal of 50% interest in a wholly-owned subsidiary.

Increase in other receivables, deposits and prepayment
of approximately HK$11,032,000 were as a result of
reclassification from payment for acquisition of land
development right upon the termination of the
project stated in note 14.

Finance lease arrangement in respect of property,
plant and equipment with a capital value at the
inception of the leases of approximately HK$168,000.

During the year ended 31st December, 2002, the major non-
cash transactions were as follows:

(a)

(b)

(c)

The Group’s interest in China Velocity was diluted
from approximately 65.56% to approximately 32.20%.
Accordingly, increase in interest in an associate of
approximately HK$307,518,000 arose from the dilution
of interest in China Velocity held by the Group.

The Group'’s interest in Leadership Publishing Group
Limited was diluted from approximately 27.97% to
approximately 19.69% following the rights issue
carried out by Leadership Publishing Group Limited
and dilution of the Group’s interest in China Velocity.
Accordingly, interest in an associate of approximately
HK$38,543,000 was decreased as a result of dilution
of interest in Leadership Publishing Group Limited.

Finance lease arrangement in respect of property,
plant and equipment with a capital value at the
inception of the leases of approximately
HK$2,727,000.
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FRFHRRH

REBEE-ZZ=F+-_A=+—H8L
FEARN FEFRERIFUOT ¢

(a)

(b)

()

AHE—FBEES1%2HBRQ
ARHE—RE2EWE QA
50 %1 7 i 15 PA B 2 2 Bl B i
1% 1 #774,989,0005% 7T °

B LE B EE 145308 B 3 #$ R
BLWBRREMNTREND
BmEAMERIER B2 R
FE T FRIB L AN 11,032,000
T o

BRNE BERXBIRE
HORERITLENEZER
{E #47168,000/% T ©

BE-_TT_F+-_A=t—RLF

E -

(a)

(b)

()

IBHRREXHWT ¢

AEBERPESRZEDZHY
65.56% %8 £ 4932.20% ° A
It AEEFFREER 22
g DN RN o
1 71 47307,518,00078 7T °

AEERARERLREES
BR /A A) 2 HE 2 6 35 A HE BE IS Rl
SEERARETREETR R
AEBRFE R ESEE
% BA27.97%HBEE L
19.69% ° At - B BB K H#E
HEHREEBR AR EREE
% MEELRE 2SR IR
> #)38,543,000 T °

EBENE  BERRBEZBE
AAOZHRBHFREEZER
{B3E 492,727,000% 7T °
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33. Major Non-Cash Transactions (Cont’d) 33. XEFBETH A

(d) Increase in other receivable, deposits and repayment (d) HEkIE B2 REXE
of approximately HK$10,000,000 as a result of the HEREDZEMEMLD
disposal of investment properties. 10,000,000/%5 7T °

(e) Repayment of loan receivables of HK$286,767,000 was (e) [BIEMEWE 3X286,767,0007%
satisfied by the same amount of loan payables under TAREEEFBEATR-Z
a deed of novation dated 30th September, 2002 E-FNA=ZTHZEERZE
entered into by the Group and relevant parties. MAR—ERNEREN -

(f) Repayment of loan receivables of HK$22,928,000 was (f) B8 fE W & 722,928,000 7T
satisfied by the same amount of loan payables under NAREEERFHAATHR-_ZE
four deed of assignments dated 31st December, 2002 ZEFZA=t+—BiuzH
entered into by the Group and the relevant parties. NEEZBEAR -ZRNER

B o

(g) The Group acquired a further 65% interest in Wintime (@) A% E#E— 2 Wintime
Properties Developments Limited and the Properties Developments
shareholders’ loan to Wintime Properties Limitedz 65%# &= &k
Developments Limited for a total consideration of Wintime Properties
HK$43.2 million which is satisfied by the disposal of Developments LimitedfiR R &
the entire interests in another subsidiary. - BB /43,200,000

oA HE R R B AR
Pl T UE
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34. Commitments 34, XkiE
At the balance sheet date, the Group had the following REER  AEBZERAENT :
capital commitments:
The Group The Company
rEE P NN
2003 2002 2003 2002

—RE=F —_TT-F —BB=HF —_TT_F
HK$°000  HK$'000 HK$'000  HK$°000
BT BERETT EEFTT BETT

Contracted for but not BRI AMERET
provided in the WK H T
financial statements EIRELEE
in respect of:
— Land development — TR E
rights — 209,540 — 209,540
— Property, plant and BV
equipment L — 137,061 —_ —
— Construction in — EEIR
progress —_ 15,531 —_ —

- 362,132 — 209,540
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35.

Operating Lease Commitments 35. EEHMKIE

The Group has made approximately HK$26,344,000 (2002: AEERFARBEERAZTYEL
HK$36,974,000) minimum lease payments under operating BEBRNELIN 2 REBONROR
leases during the year in respect of office premises. 26,344,0008 T (Z T T = & :

36,974,000/ 7T) ©

The Group as lessee AEEERAEA
At the balance sheet date, the Group and the Company had REER  AEBRAARREE
commitments for future minimum lease payments under THREFZAAHELERNMmE
non-cancellable operating leases in respect of land and AARZEBRONRZ AL - URE
buildings which fall due as follows: MAEZIHBEWT :
The Group The Company
rEE P NN
2003 2002 2003 2002

—RE=Ff —_TT-F —BB=HF —_TT_F
HK$°000  HK$'000 HK$'000  HK$000
EBEFrT BETT EB¥Tn EETT

Within one year —F R 16,216 24,899 577 577
In the second to fifth year F-EERF

inclusive (BEEREME) 16,930 37,094 — 577
Over five years B A F — 155 — —

33,146 62,148 577 1,154

Leases are negotiated for an average term of two to three HOTFAN—ZE=F RE#ETHER
years and rentals are fixed for an average of two to three HMeFHAN_ZE=FRPTIUNERE -
years.
The Group as lessor AEEERHEAA
Property rental income earned during the year was HK$Nil RAFEERBZMERSKRARTHE
(2002: HK$13,383,000). T (ZET 5 : 13,383,0008 7T) °
At the balance sheet date, the Group had no contracted REER AEBYWEEBFFIZE
tenants. [l °
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36. Contingent Liabilities 36. BIRAR
The Group The Company
rEHE KA HE
2003 2002 2003 2002
=B _ZTIT_F ZEBZHF _TT_F
HK$'000 HK$°000 HK$'000 HK$°000
BETT BT BEFT BT
(a) Corporate guarantee RRABHET
given by the Company MER Rz
for banking facilities RITHLE TR
granted to subsidiaries Z A ARER — — 26,243 93,145
Other guarantees A E i 8 2
issued to: fEH 2 IR -
Associates /N 32,300 169,635 32,300 —
Outsiders SNRA T 780 780 780 780
33,080 170,415 59,323 93,925
(b) The Company has granted a guarantee in favour of (b) ARARAFARAZENBERA A
MTR Corporation Limited (“MTR"”) in respect of Tung Fong Hung Medicine
outstanding rent and obligations under the tenancy (Retail) Limited#2## B R A
agreement entered into between Tung Fong Hung Al (i) HEEMEmEET
Medicine (Retail) Limited, a wholly-owned subsidiary ZHEMBET Z2ANHEE R
of the Company, and MTR for the leased properties. RBER TR EIREER -
37. Pledge of Assets 37. REEH
(a) At 31st December, 2003, interests in an associates (a) 75/\*7 T=FF+-A=1—
with net assets value attributable to the Group of AR @ E_E{E zﬁgng )
approximately HK$83,622,000 were pledged to secure ?_?'622'0007%EZH§P =R 7%
credit facilities granted to the associates of the Group. @O ERR - VEZ%}:%@H& =
RAIMEZHEREERZE
& o
As at 31st December, 2002, certain property, plant R-FE_F+-A=1+—H
and equipment with carrying value of %%EERZW,SSZ,OOO&SEZ
HK$219,532,000, bank deposits of HK$24,839,000, and ETHx - RERSAE -
all assets of a subsidiary of the Company with a 24'83\98007%7132%?@?:
consolidated net assets value of HK$45,746,000 were &$/‘\ Al jj\mE/A iZif”LB
also pledged to secure credit facilities granted to the EE HKRAEFER
Group. 45,746,000/ L E {EH I - 1E
RESEMERESERREE
BIER-
(b) At 31st December, 2003, investment in securities with () R-FE=FF+-A=+—

a carrying value of HK$140,438,000 (2002:
HK$249,990,000) were pledged to secure margin
account credit facilities and banking facilities granted
to the Group.
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37. Pledge of Assets (Contd) 37. BEEH &)
The margin loan facility amounting to HK$7,131,000 AEEEEHAT7,131,0008 L (ZFZ
included in bank and other borrowing (2002: HK$13,323,000) T : 13,323,000 7T) L REBEEHH
were utilised by the Group. g%
38. Related Party Transactions 3. WEALTXZS
During the year, the Group entered into the following FA - REE T E AR ET LA
significant transactions with related parties: TR5 :
Name of company Nature of transactions 2003 2002
NCIECE XEMHE —EE=F —TT_F
Notes HK$'000 HK$°000
lioga BT T BT T
Sing Pao Newspaper Loan interest income received (a) —_ 1,519

Management Limited and receivable by the Group

KRBHETNEEZBRAR ARECURERZERMEKA

Sing Pao Newspaper Loan interest income received (a) 363 —
Company Limited and receivable by the Group

BB R AR QA AEBE K REYR 2 ERFE KA

Lucklong Loan interest income received and (b) 5,984 6,120

receivable by the Group

AEEC W R E Y2 ERFBHEA

Danwei Loan interest income received and (b) 6,683 6,834
receivable by the Group

AEEC W R E KR 2 &R BHEA

Mass Success Rental expenses paid and payable (9) 618 835
International by the Group
Ltd. REEENREMzESXH
Building management fee paid and — 209

payable by the Group
AEEENRENZ2EBTERE

Hanny Magnetics Management fee paid and payable (c) — 290
Limited by the Group
R EMA AR A A REEENRENZERE
Loan interest expense paid and 2,606 2,143

payable by the Group
AEBEMNRENZERME T

Rent expenses paid and payable 17 —
by the Group

AEEENREMzESXH

Sale of goods made by the Group 63 —

AEEHEEEm
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38.

Related Party Transactions (Contd)

38. MEALIRS ®

Name of company Nature of transactions 2003 2002
TR REME —EE=F —EE_F
Notes HK$'000 HK$°000
K&t BT T BT T
ITC Management Loan interest paid and payable
Limited by the Group (d) 1,193 1,735
REREEEBARLAR AEEENREMZERFE
Paul Y. (E & M) Repair and maintenance fee paid
Company Limited and payable by the Group (c) 58 369
REHKSE AEFEENREMNZEECREE
BRAR Purchase of property, plant and — 14
equipment by the Group
REEBEZME  BERRME
Project management fee paid and 872 109
payable by the Group
AEEENZEEERE
Consultancy fee paid by the Group — 327
AEBENZERE
Secondment fee paid and payable — 500
by the Group
AEEENREMNZERE
Mechanical and electrical service 7 800
fee paid and payable by the Group
AEEENREMZBEREE
Paul Y. — ITC Interest paid and payable (c) —_ 410
Construction by the Group
Limited AEEENREMZHE
REEBIFIEE Project management fee paid and — 550
BRA A payable by the Group
AEEENZEEERE
Cycle Company Rental expenses paid and payable (c) 554 2,129
Limited and by the Group
Gunnell Properties AEEENEREMNzHEEZ N
Limited
EEmARL AR
Gunnell Properties
Limited
Paul Y. Project Project management fee paid (c) 434 1,887

Management

and payable by the Group

International Limited AEBEENMEMNZEEEEE
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38.

Related Party Transactions (Contd) 38. MEEALXZH )
Name of company Nature of transactions 2003 2002
NCIECE XEME —2F=F —EE_F
Notes HK$’000 HK$°000
K&t BT T BT
Paul Y. — ITC Sale of goods made by the Group (c) 687 —
Management AEBEHEE M
Limited
REEEBEEEGR QA
Paul Y. — ITC Interior  Leasehold improvement paid (c) — 400
Contractors Limited and payable by the Group
REREEHARLA AEEENRENZEHEMEEREE
Project management fee paid and (c) 15 39
payable by the Group
AEEENREMNZEEERE
Paul Y. — ITC (E & M) Management fee paid and payable (c) —_ 154
Contractors Limited by the Group
REREHREIR AEEENREMNZERE
BRAA
Nation Cheer Interest expense paid and payable (c) 10,270 702
Investment Limited by the Group
HERERRAF REBEBSN REMN 2 F X
Paul Y. — ITC Plant Hiring of plant and machinery (c) —_ 59
Hire Limited THERE ks
REREHWRAEE
BRAA
Millennium Target Loan interest income received (e) 31 130
Holdings Limited and receivable by the Group
REBEC K REK 2 ERF B WA
Wing On Loan interest income received and (f) 2,198 761
K& receivable by the Group
REBE K REK 2 ERF L
China Velocity Loan interest income received and (f) 3,249 280
=l s receivable by the Group
REBEC W REK 2 ERF B WA
Rosedale Hotel Management fee paid and payable (c) — 730

International
Limited

by the Group
AEEENREMNZERE
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38. Related Party Transactions (Contd)

38. MEALRS @

Name of company Nature of transactions 2003 2002
TR REME —EE=F —EE_F
Notes HK$’000 HK$°000
K&t BT T BT T
Hong Kong Wing On Air ticketing and travel service (e) 73 248
Travel Service expenses paid and payable
Limited by the Group
EREKZRERRAT FAEEBENRENZAERE
K2 2= T AR 75
Sale of goods made by the Group 209 —
AEBEHEE M
Chief Atlantic Profits Loan interest income received and (e) 306 —
Limited receivable by the Group
REBEE W R EK 2 EHF B WA
Dong Fang Gas Management fee received and (f) 150 —
RAMRE receivable by the Group
AEBDWEERZ EEEA
Apex Loan interest income received and (f) 248 —
receivable by the Group
REBEE W R EK 2 E R B WA
Micro Tech Ltd. Rental expense of motor vehicles (c) 216 —
paid and payable by the Group
AEFEENREMIERSAX
Rosedale Park Limited Sale of goods made by the Group (e) 11 —
AEEHEE M 14 —
Hotel expense paid and payable
by the Group
REBECSN REMZBEERX
Notes: et
(a) Sing Pao Newspaper Company Limited and Sing Pao (a) B3R T A IR A 7] AR iR R T
Newspaper Management Limited are wholly-owned BERRAANEE z —HRE
subsidiaries of an investee of the Group. RAIZEZEMB AR -
(b) Danwei and Lucklong are companies of which a director of (b) Danwei& LucklongZ EE AA R

AZEERRES -

the Company’s substantial shareholder, is also a director of
Danwei and Lucklong.
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38. Related Party Transactions (Cont'd) 38. WEAXTZH &)

Notes: (Cont‘d) Htat - (&)

(c) Hanny Magnetics Limited, Paul Y. (E & M) Company Limited, (c) 8% B 1 uﬂﬁﬁﬁ o REE B
Paul Y. — ITC Construction Limited, Paul Y. Project %Ikﬁﬁﬁ 1%%?*#5?.;&
Management International Limited, Paul Y. — ITC BRA Paul Y. Project
Management Limited, Paul Y — ITC Interior Contractors Management International
Limited, Paul Y.— ITC (E & M) Contractors Limited, Nation Limited * Paul Y. — ITC
Cheer Investment Limited, Paul Y. — ITC Plant Hire Limited, Management Limited, Paul Y —
Cycle Company Limited and Gunnell Properties and Micro ITC Interior Contractors
Tech Ltd. and Rosedale Hotel International Limited are Limited * Paul Y.- ITC(E & M)
wholly-owned subsidiaries of a substantial shareholder of Contractors Limited * Nation
the Company. Cheer Investment Limited * Paul

Y. - ITC Plant Hire Limited * /g
= A A 7 & Gunnell Properties
Limitedf Mirco Tech Ltd.%
Rosedale Hotel International

Limited BARREEREZE2E
Wi B A 7]

(d) ITC Management Limited is the shareholder of a Company’s (d) RERHEERARAAR/ARA
substantial shareholder. FTERRZBKRE -

(e) Millennium Target Holdings Limited, Hong Kong Wing On (e) Millennium Target Holdings
Travel Service Limited, Chief Atlantic Profits Limited and Limited - BBk Bk AR B A
Rosedale Park Limited are wholly-owned subsidiaries of Al + Chief Atlantic Profits
associates of the Group. Limited 2 Rosedale Park Limited

AALEBENRIZ2EHBD
B

(f) Wing On, China Velocity, Dong Fang Gas, Apex are associates (f) KE HEBEER- - RABKAR
of the Group. ApexRAKE 2 H&E AT °

(9) Mass Success International Ltd. is an associate of a substantial (9) Mass Sucess International Ltd.
shareholder of the Company. RASEFERR 2B E DA

Details of balances with related parties as at the balance REEHEBEA T 2 EHFBIR

sheet date are set out in the consolidated balance sheet REEERBERREME7  18R25-

and in notes 17, 18 and 25.

In the opinion of the directors, the above transactions were EERA LARGDEBRTEBR

undertaken in the ordinary course of business transactions SREPET  RRELARERBE

and the terms were mutually agreed between the Group ATHEERE -

and the related parties.

39. Retirement Benefit Scheme 39. BE&iEHEE

The Group operates a Mandatory Provident Fund Scheme AEEREEABCENREERER

(“MPF Scheme") for all qualifying employees in Hong Kong. HURAERE ([EEEETE]) - &

The assets of the schemes are held separately from those of BEFE v EERAREZEEDH

the Group, in funds under the control of trustees. The Group BE GTRABLITEALRG 2 FE

and employees each contribute 5% of the relevant payroll & AEBRKHESF MG B 5

costs to the Scheme. BHEMEZ5% °
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39.

Retirement Benefit Scheme (Cont’d)

The retirement benefit scheme contributions relating to the
MPF Scheme charged to the income statement represent
contributions payable to the scheme by the Group at rates
specified in the rules of the schemes.

The employees in the joint venture subsidiaries in the PRC
are members of the state-sponsored pension scheme
operated by the government in the PRC. The joint venture
companies are required to contribute a certain percentage
of their payroll to the pension scheme to fund the benefits.
The only obligation of the Group with respect to the pension
scheme is to make the required contributions under the
scheme. The amount of contributions payable to the pension
schemes are charged to the income statement.

At the balance sheet date, there were no significant
forfeited contributions which arose upon employees leaving
the scheme prior to their interests in the Group's
contributions becoming fully vested and which are available
to reduce the contributions payable by the Group in future
years.

The total cost charged to income statements of
HK$27,196,000 (2002: HK$24,679,000) represents
contribution payable to these schemes by the Group in
respect of the current year.
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39.

BHEFEHE 2

ARRREHETERERMNEG 2R
HEMEEER D AEEIRRAETE
Z Lo BIRE st 8 AE 2 R o

EREAEMBLARIZEENZ2NH
TRERAEECBREDREE
8- RBELRRANRBETIBMEZE
BALARAESEEIHR - A
BRARM - AEBE AE S EIAA
Bew—AERAREZAEETH
Mo BNBBNIIEEERZERE
AEzZHEREBERERNRG

REEH  TESAEREERAR
BERAZEESAEER 2 HAE
Bz St EmE LSSk BAREARSE
BN EBEMNZER-

PR 8 2R 41 BR 2 4B X A5 /327,196,000
BT (ZZEZ 24 : 24,679,000 7T)
REAEERNTEEENAFHEX
(P4
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For the year ended 31st December, 2003 @Zﬁ FE= —HIFFE

40. Post Balance Sheet Events 40. #HEB&ER

The following events occurred subsequent to the balance THEBEDREEREEE

sheet date:

(i) On 13th January, 2004, Wing On, entered into (i) :%%@i—ﬁ] ‘|':E|_’ XEZ
conditional convertible note agreements (as S China Enterprises
subsequently amended on 17th March, 2004) with Hutchison Internatlonal
China Enterprises and Hutchison International Limited Limited ([F5C]) © ML =HH
("HIL", a wholly-owned subsidiary of Hutchison Bﬁﬂj(ﬁiﬂﬁfﬁﬁ’\ﬁfﬁﬂﬁk"ﬁﬁ
Whampoa Limited which its shares listed on the Hong ﬁ) & éff‘ﬁﬁ% Al)
Kong Stock Exchange) in relation to the issuance of AR 7@_ Féﬁ\ﬁ/ﬂ XK = W\CE[-
the convertible notes by Wing On to each of CEL and B A E/E_EJZ # F % 8 < K
HIL or their respective nominees for a consideration %/‘\%TTEI@HQ%E ’ 1Jﬁ_f§ﬁ
of HK$155,000,000 and HK$105,000,000 respectively. Bl & 155,000,000% 7T &
The convertible notes are unsecured, carry interest at 105,000,000/ 7T - A 8 [l =
2% per annum and the interest is payable every six Eﬂﬂﬁﬁ ; &@%\z%ﬁg
months in arrears. The convertible notes together with &%'JE\E/\\\{_WH LH&HE?EH N
accrued interest can be redeemed during 3 years from Ef%%%?gﬁﬁ%ﬁ*ﬂ%ﬂﬁé
the date of issuance of the convertible notes. The EOAARRE E§@§¢W
convertible notes entitled the convertible note holders rﬁ%@ ° ui%ﬂﬁﬁx?ﬁﬁﬁﬁ\
to convert into the shares in Wing On at initial Tﬂ“ﬁ/\ﬁ/\\\?ﬂﬁfﬁﬁﬁﬁﬁﬁ%@
conversion price of HK$0.02, subject to adjustment, @3¢WT§Z@]*/FT5<H§E9-(E§
during three years from the date of issuance of the ﬁ (AITHRB)ERARKRR
convertible notes. fp e
The transaction has not yet completed at the date of ZARZRARE A HNARE
this report BX °

(ii)  On 5th March, 2004, Dong Fang Gas and PCCW Limited (ii) :g;ﬁg_ﬂi;ﬂﬁlﬂ ' ijﬂfk
("PCCW”, a company which its shares listed on the AREMABRARDE (1B
Hong Kong Stock Exchange) jointly announced that EEH ' ﬁ%fﬁﬁéﬁiﬂﬁ?ﬁﬁﬁﬁ
Dong Fang Gas conditionally agreed to purchase (i) £M) %Eﬁﬁﬁn’l if?‘ii%ﬁﬁ
the entire issued share capital of Ipswich Holdings i # 7 B % E (i)Ipswich
Limited and its subsidiaries (“Property Group”), being Holdings L'm'ted&ﬁf‘ﬁ;ﬁi@
the group of companies holding PCP Beijing, PCCW AMREE]  HRIERE
Tower, other investment properties and related HFF'"\J\‘ %Eﬂﬁﬂ‘?’b‘%@
property and facilities management companies of &ﬁ"f%%&*ﬁ@%%&?ﬁﬂ@
PCCW Limited and its subsidiaries; and (ii) the loans ﬂ&ﬁ\pﬁ%@ Al N 2 R EE
of approximately HK$3,529 million, in aggregate, = 7 2% B x Ej) 3
interest-bearing loans owing by the relevant members (”)% % ® A KRR
of the Property Group to PCCW (comprising of REBAAPR L ?gﬁi\ ,zg
HK$2,359 million and US$150 million of such loans) 3,529,000, 0008 L2t B E
and (iii) certain property interests. The consideration X (8152,359,000,0007% 7T &
for the above transaction amounting to HK$6,557 150,000,000 7T 2 &5%) &
million will be satisfied by (a) as to HK$2,967 million (III)E:FW¥$EE ° LR S
by the allotment and issue of approximately 1,648 Z f{ {8 ¥ 6,557,000,0007%
million new shares in Dong Fang Gas to PCCW (or as T oA X ﬁ 7R (a)
it may direct) credited as fully paid at an issue price 2,967,000,0007% 7T JA R
of HK$1.80 per share; and (b) as to the remaining ﬁﬂ%ﬁﬂ_ﬁﬂ(ﬁ&ﬁhm)ﬁa
HK$3,590 million by the issue of the convertible note % R %17 471,648,000,000/%
by Dong Fang Gas to PCCW or as it may direct. ANBRFIMEH R BRAFT R A MR

BN BTEEE
R RRED1.808 T+ R
(b)£4 %8 3,590,000,0007% 7T A
RIMARARAEMBE (HIRE
BR) BT BBREERN SR
Tt e TR EMEEIE B A
MR AEANBEIRNEE R
REYERREER2ER M
RARBRNMEARBRKALADA]
ZHMEBAL -

101 Annual Report 2003




Notes to the Financial Statements

For the year ended 31st December, 2003

i 5 it

BE-FF=Ht A=t

40. Post Balance Sheet Events (Cont’d)

(iii)

(iv)

(v)

Following the completion of the above transaction,
the Group’s interest in Dong Fang Gas will be diluted
from 43.06% to 2.83%. At the date of this report,
the above transaction has not yet completed.

On 19th March, 2004, the Company and Cheung Tai
Hong (B.V.l.) Limited (“CTH"), a company incorporated
in the British Virgin Islands and is a wholly-owned
subsidiary of Cheung Tai Hong Holdings Limited
("CTHH"), a company whose shares are listed on the
Hong Kong Stock Exchange, entered into a conditional
agreement pursuant to which CTH agreed to acquire
from the Group the entire equity interest in Tung
Fong Hung Investment Limited for a consideration of
HK$42 million. The consideration will be settled as to
HK$6.5 million by the issue of the promissory note
issued by CTHH and as to HK$35.5 million in cash.

The transaction has not yet completed at the date of
this report

On 30th March, 2004, the Group entered into a
conditional agreement to acquire 80% interest of the
issued share capital of and the shareholder’s loan to
Talent Cosmos Limited for the consideration of HK$30
million. Talent Cosmos Limited is an investment
holding company and its subsidiaries are principally
engaged in the manufacturing of batteries. This
transaction has been completed.

On 30th March, 2004, the Group entered into a
conditional agreement to acquire the entire interest
of Asso Limited for a consideration of approximately
RMB219,000,000 (equivalent to approximately
HK$205,498,000). Asso Limited is an investment
holding company and its subsidiaries are principally
engaged in manufacturing and trading of garment
and textiles products. At the date of this report, this
transaction has not yet completed.
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40.

EEA®ER &)

(iii)

(iv)

(v)

RERZZTEAE - AEER
RITAR 2 #5515 F143.06%
BHEZ283% c RAWEH
B ERRBMRTK -

—TTEME=ZA+AA AR
Al £ Cheung Tai Hong
(B.V.L.) Limited ([CTH] + pA%
BREZESHEMKN 2 AR
BEBER LM ARESRT
SEERAR ([HEHRTD 22
EWBAR) I —HEEGE
W& - Bt - CTHRERAS
BUBRAOREARARZ
BHRAEZ 0 KEA
42,000,000 7 - KEEHF 2
6,500,000/% 7T 1 #& M ¥ &= 17
BOARNEZARAEN B
35,500,000/% 7t A LA IR € 4
-

RAZREBH - ERZ SR
SR °

“ETMFE=ZA=1+H " A&
BT A GEmENKRE
Talent Cosmos Limited 80%
BRTRARERREER - K
{8 /430,000,000/% 7T ° Talent
Cosmos Limited & & #2 % 2
A ENBARIEZREE D
SIE o LR HETHK ©

“ERME=F=1+H K&
B2 BEEHEARER
BEHCEERARZHE
= REHARTE
219,000,0007C (48 & R 4
205,498,000/570) - HAEH
TEERARMABRELZERAD
g EMB AR EBHREKK
NG RENE RAREAR
B WERZMREK °




