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On behalf of the board of directors, | would like to present the
annual results of China Strategic Holdings Limited (the “Company”)
and its subsidiaries (collectively, the “Group”) for the year ended
31st December, 2003.

Time for revival

As much of the negative impacts brought about by the outbreak
of the Severe Acute Respiratory Syndrome (“SARS”) and the
unstable international political relationship subsided in the second
half of year 2003, the long expected “V" shaped rebound to the
economy of Hong Kong finally came about.

Accompanying a series of supportive government policies
(including the Closer Economic Arrangement and the liberalization
of individual Chinese travellers visiting Hong Kong, etc) and the
coherent efforts of Hongkongers in revitalizing this lovely city,
most business sectors beneficial significantly by the promising
steady economic growth of the motherland in year 2003.

As before, the Group shared all the highs and lows together with
each and every patriotic hard-working citizen in the city. Being
an established corporation rooted and incorporated in Hong Kong,
the Company maintained its allegiance by confirming the Group’s
on-going strategy of investing in China for the utmost benefit of
both the people and shareholders of the Company.

Focused endurance

The economy in China enjoyed rapid growth during 2003 as the
Group had predicted last year. Both the gross national product
and the annual per capita disposable income of urban households
in China increased in the year to Rmb11,669.4 billion, up by 9.1
percent and Rmb8,472 per person, up by 9.0 percent, respectively
(Sourced from: The Statistical Communique 2003).

Focusing on the continuous significant improvement in the living
standards of the general public in China, the Group was
encouraged to further strengthen its investments in the tour and
hotel business between Hong Kong and China. Further
reorganization and re-engineering in corporate structure was
implemented to improve the overall efficiency of the Group’s
investments in Wing On Travel (Holdings) Limited and the Apex
Quality Group Limited.

During the year, the Group minimized its exposure in the over
competent tire industry in China by realizing various former
investments in Yinchuan and Hangzhou. Thanks to the concurrent
hyper-growth in the prosperous automobile industry in China
during the year, such disposal of tire operations generated
significant amount of cash proceeds to the Group.
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Chairman’s Statement.....
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Through years of hard work and endurance, management attained
a successful turnaround in the business performance of its Tung
Fong Hung herbal medicine and pharmaceutical retail chain. The
once troubled retailer is now becoming healthy and once again
filled with valuable potential. The subsequent disposal of the retail
chain has fully reflected the fruit from the efforts of every member
in the Group.

Prospect

Premier Wen Jiabao recently commented that year 2004 would be
a year of putting the big ship of China‘s economy at a “critical
juncture” (Extracted from : and article of Xinhua News Agency on
14th March, 2004). Premier Wen further mentioned that his
government wants a seven percent economic growth of year 2004
(Sourced from: People’s Daily Online). It is probable that the return
of macro-control measures and the fight for economic soft-landing
would be the forthcoming agenda for China in year 2004. Through
its experiences from year 2003 and before, the Group intends to
face this challenging year by exercising utmost caution towards
all its investments and in assessing any possible business
opportunities.

Despite the uncertainties, our management team will continue to
strive to protect the long-term interests of our shareholders.

Appreciation

On behalf of my fellow directors, | would like to extend my deepest
thanks to our loyal staff who showed their commitment an
dedication to the Group. | hope that the future will be brighter
for the Group in the years to come.

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong
23rd April, 2004
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Management Discussion & Analysis

CEAVARE D

Analysis of the Group’s Performance

The Group’s turnover for the year ended 31st December, 2003
totaled approximately HK$2.9 billion, representing a decrease of
19.4% from approximately HK$3.6 billion compared to the financial
year 2002. The turnover in toll highway operation, property
investment, hotel operation and heavy industry were no longer
consolidated following the disposal or restructuring of these
operations. The turnover for the year mainly comprised of sales of
goods (including tires and pharmaceutical products).

The Group’s audited consolidated loss for the year ended 31st
December, 2003 reduced by 60.0% to approximately HK$189.5
million as compared to approximately HK$474.1 million in last
financial year. The improvement in the performance of the Group
reflected the positive outcomes from the continuing management
efforts to dispose of and restructure non-performing businesses
or assets on the one hand, as well as the streamlining and
rationalisation of existing businesses and assets on the other. As a
result, there was significant reduction in other expenses from
approximately HK$760.5 million to approximately HK$118.4 million
which included impairment loss on the Group’s assets as well as
unrealised holding losses on investment in securities.

Capital Structure,
Resources

Liguidity and Financial

During the financial year 2003, the Group financed its operations
mainly through cash generated from its business activities, banking
facilities provided by its principal bankers and proceeds from
disposal of investments.

For the year under review, the Group's short-term bank loans and
other borrowings decreased from approximately HK$996.9 million
as at 31st December, 2002 to approximately HK$38.3 million as at
31st December, 2003. Long-term bank loans and other borrowings
reduced from approximately HK$86.9 million as at 31st December,
2002 to approximately HK$0.1 million as at 31st December, 2003.
As a result, the Group’'s total bank loans and other borrowings
decreased from approximately HK$1,083.8 million as at 31st
December, 2002 to approximately HK$38.4 million as at 31st
December, 2003, representing a decrease of 96.5%. The gearing
ratio, calculated to the total long-term borrowing bank loans and
other borrowing divided by total shareholders funds reduced from
0.050 to 0.00009. The Group’s total borrowings of approximately
HK$38.4 million were mainly denominated in HK dollars, and the
maturity profile spread over a period of five years with HK$38.3
million repayable within one year, HK$0.1 million repayable
between two to five years.
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Management Discussion & Analysis ...,

As at 31st December, 2003, total bank borrowings of the Group
amounted to approximately HK$18.3 million and most of the
Group’s bank borrowings bear interest at floating rates.

Capital expenditure aggregated to approximately HK$268.9 million
for the year under review and was used primarily for expansion
of existing facilities. The Group's capital expenditures will continue
to be funded primarily by internal resources or external borrowings
or a combination of both as required.

Cash and bank balances amounted to approximately HK$319.9
million, and is mainly denominated in Hong Kong dollars and
Australian dollars. During the year, the Company did not
experience significant exposure to exchange rate and interest rate
fluctuations. As a result, the Group did not enter into any material
foreign exchange contracts, currency swaps or other financial
derivatives.

Comments on Significant Investments

China Enterprises Limited (“China Enterprises”) (carried on
business in Hong Kong as China Tire Holdings Limited)

The tire market in the People's Republic of China (“PRC")
continued strong growth in fiscal year 2003. Along with the rapid
development of the PRC economy, the construction of “five vertical
and seven horizontal” National Trunks System accelerated in 2003
and resulted in increased demand for motor vehicles and vehicle-
related components, including tires.

For the year under review, China Enterprises disposed of all its
interests in those non-performing subsidiaries, including Yinchuan
C.S.1. (Greatwall) Rubber Company Limited (“Yinchuan C.S.1.”) and
the remaining interests in Double Happiness Tyre Industries
Corporation Limited. The disposals made China Enterprises to
deploy its resources released and to seek other investment
opportunity.

MRI! Holdings Limited (“MRI")

Throughout 2003, MRI continued to actively seek for suitable
investment opportunities to meet the strategic goals of the
Company.

in this regard, in July 2003, the shareholders of MRI approved the
change in the status of MRI to that of an investment entity. The
nature of MRI’s business is now focused on investment
opportunities.

The first investment in its new form, being a AUD4 million
convertible note with Fruit Projects Australia Limited, was
approved by the shareholders of MRI in July 2003.
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Management Discussion & Analysis c....

(&)

The structural move to an investment vehicle will allow MRI to
identify, consider and invest in appropriate strategic investment
opportunities that will provide an income generating investment
portfolio offering maximum returns to its shareholders, within a
clear investment mandate in terms of investment criteria as
approved by its shareholders.

To the date of this report no further investments assessed had
been considered suitable to meet MRI's objectives, and MRI’s
Directors continue to seek appropriate potential investment
opportunities.

Tung Fong Hung Investment Limited (“Tung Fong Hung”)

Tung Fong Hung recorded a profit of approximately HK$4.5 million
in 2003, compared with a loss of approximately HK$28.3 million
in 2002, which is a significant improvement for Tung Fong Hung.
In the first half of 2003, the local retail sector and most of the
economies in the region were affected by the outbreak of SARS.
However, Tung Fong Hung taunched a product called “/& ffi 1 & %
“, was highly accepted by the community, which helped sustaining
Tung Fong Hung's business during the outbreak. The
implementation of “Individual Visit Scheme” provided a great
boost in Tung Fong Hung's travel and retail sector. This in turn
resulted in stimulation of local consumption, and hence the
turnover of Tung Fong Hung has sharply increased in the second
half of the year. To cope with the business development in Hong
Kong, 2 new outlets were opened to consolidate Tung Fong Hung’s
position as a market leader. On the other hand, the measures of
“cost saving” and “operational efficiency enhancement” were
successfully adopted, which not only fully utilised resources in
Tung Fong Hung, but also increased Tung Fong Hung's
competitiveness.

On 30th July, 2003, Tung Fong Hung disposed of its 50% interest
in Pacific Wins Development Ltd., which holds entire interest in
Jean-Marie Pharmacal Co., Ltd., a western pharmaceutical
manufacturer, to a strategic business partner.

Corporate Develiopments

In January 2003, China Enterprises, a non-wholly owned subsidiary
of the Company, and Ningxia Yinchuan Rubber Manufacturing
(“Ningxia Yinchuan") entered into a conditional sale and purchase
agreement (as subsequently amended in September 2003) pursuant
to which China Enterprises agreed to sell its entire 51% interest
in Yinchuan C.S.1. to Ningxia Yinchuan for the consideration of
Rmb29 million (equivalent to approximately HK$27 million).
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Upon completion of the group reorganisation of the Company in
2002, the Company as the controlling shareholder of China Velocity
Group Limited (“China Velocity”) (formerly known as Rosedale
Hotel Group Limited) disposed of 26,500,000 consolidated shares
of China Velocity at a consideration of HK$0.72 per share in May
2003 in order to maintain adequate public float of share of China
Velocity. The shareholding interest in China Velocity held by the
Company has reduced to approximately 22.65% of the issued
shares of China Velocity, and approximately 28.1% of issued share
capital of China Velocity are held in the hands of the public which
was in compliance with Rule 8.08 of the Listing Rules on the Stock
Exchange.

In June 2003, China Enterprises and Hangzhou Industrial &
Commercial Trust & Investment Co., Ltd. ("Hangzhou 1&C") entered
into an agreement, pursuant to which China Enterprises agreed
to dispose of its 25% interests in Hangzhou Zhongce Rubber Co.,
Ltd. to Hangzhou I&C for the consideration of approximately
Rmb164.7 million (equivalent to approximately HK$155.2 million).

In July 2003, Hanny Holdings Limited ("Hanny"”) and Paul Y. — ITC
Construction Holdings Limited (“Paul Y.”) announced that Well
Orient Limited (“Well Orient”) and Calisan Developments Limited
(“Calisan”), each being indirect wholly-owned subsidiary of Hanny
and Paul Y. respectively, to make a voluntary conditional cash
offer at the price of HK$0.10 for each share of the Company (the
“Shares”) and HK$0.001 for each warrant of the Company (the
“Warrants") respectively, other than those presently owned by
Well Orient and Calisan (the “Offerors”) and their concert parties,
in order to increase the aggregate shareholidings of the Offerors
in the Company to over 50% of the issued share capital of the
Company, Kingsway SW Securities Limited ("Kingsway SW
Securities”) has been appointed by the Offerors to stand in the
market to acquire Shares at a price of no more than HK$0.10 per
Share. On 9th July, 2003, Kingsway SW Securities, on behalf of
the Offerors, purchased 49,665,000 Shares, representing 5.98% of
the issue share capital of the Company, at the open market at a
price of HK$0.10 per Share. After the purchase on 9th July, 2003,
the Offerors and their concert parties were interested in
291,675,000 Shares, representing approximately 35.16% of the
issued share capital of the Company, thus triggering a mandatory
offer during the offer period of a voluntary offer under Rule 26
of the Takeovers Code.
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The Offerors notified the Company on 21st July, 2003 that the
offer price under the Share offer would be increased from HK$0.10
to HK$0.139 per Share and the Offerors, through Kingsway SW
Securities, would make a mandatory conditional cash offer at the
price of HK$0.139 for each Share and HK$0.001 for each Warrant
respectively, other than Shares and Warrants presently owned by
the Offerors and parties acting in concert with the Offerors, and
to cancel all outstanding options (the “Options”) at HK$0.001 per
Option.

In addition to the acquisition of 49,665,000 Shares on 9th July,
2003, the Offerors also jointly purchased 161,680,000 Shares,
representing 19.49% of the voting rights in the Company, at a
price of HK$0.139 per Share on 11th August, 2003. Including the
valid acceptances of the Share offer in respect of 77,510 Shares
received by the Offerors as at 11th August, 2003, the Offerors
and their concert parties hold 453,432,510 Shares, representing
54.67% of the voting rights in the Company on 11th August, 2003
and thus, the condition to which the offers are subject has been
satisfied and the offers have become unconditional on 11th
August, 2003.

Upon close of the offers, the Offerors and their concert parties
are interested in 518,329,589 Shares, representing approximately
62.49% of the existing issued shares of the Company and
48,285,900 units of Warrants, representing approximately 29.11%
of the outstanding Warrants. All outstanding Options were
cancelled on 29th August, 2003. The Company became an
associated company of Paul Y. and Hanny.

in August 2003, China Velocity and Wing On Travel (Holdings)
Limited (“Wing On") (formerly known as Ananda Wing On Travel
(Holdings) Limited), both associated companies of the Company,
announced that the shareholders of China Velocity whose names
appear on the register of members of China Velocity on 11th
December, 2003 would receive by way of distribution in specie of
shares of Apex Quality Group Limited (“Apex”) on a one Apex
share for one consolidated China Velocity share basis. Upon
completion, the Company received 62,821,662 Apex shares of which
became an associate of the Company.

China Enterprises entered into a conditional agreement dated 13th
January, 2004 with Wing On in relation to the issue of 2%
convertible note to China Enterprises or its nominee for a
consideration of HK$155,000,000. The convertible note provides
China Enterprises with the right to convert into Wing On shares
during a period of three years from the date of issue of the
convertible note, at an initial conversion price of HK$0.20 per
Wing On share, subject to adjustment.
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In March 2004, the Company entered into the conditional sale
and purchase agreement with Cheung Tai Hong (B.V.l.) Limited
(“Cheung Tai Hong") in relation to the acquisition by Cheung Tai
Hong of the entire equity interest in Tung Fong Hung from the
Company for a total consideration of HK$42,000,000.

As stated in the joint announcement dated 5th March, 2004 of
Dong Fang Gas Holdings Limited (“Dong Fang Gas"), an associated
company of the Company, and PCCW Limited (“PCCW"), Dong
Fang Gas conditionally agreed to purchase (i) the entire issued
share capital of Ipswich Holdings Limited and its subsidiaries
("Property Group"), being the group of companies holding PCP
Beijing, PCCW Tower, other investment properties and related
property and facilities management companies of PCCW Limited
and its subsidiaries and (ii) the loans of approximately HK$3,529
million, in aggregate, of interest-bearing loans owing by the
relevant members of the Property Group to PCCW (comprising of
HK$2,359 million and US$150 million of such loans) and (iii) certain
property interests. The consideration for the above transaction
amounting to HK$6,557 million will be satisfied by (a) as to
HK$2,967 million by the allotment and issue of approximately
1,648 million new shares of Dong Fang Gas to PCCW {or as it may
direct) credited as fully paid at an issue price of HK$1.80 per
share; and (b) as to the remaining HK$3,590 million by the issue
of the convertible notes by Dong Fang Gas to PCCW or as it may
direct. Upon completion of the foresaid proposals, Dong Fang
Gas will become the flagship of PCCW for property development
business in Hong Kong and the PRC and thereafter Dong Fang
Gas will cease to be an associate of the Company.
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The directors present their annual report and the audited financial
statements of the Company for the year ended 31st December,
2003.

PRINCIPAL ACTIVITIES

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

RESULTS AND APPROPRIATIONS

Details of the Group’s results and appropriations for the year
ended 31st December, 2003 are set out in the consolidated income
statement on page 25.

The directors do not recommend the payment of dividend.
MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s five largest
customers were less than 30% of the total sales. The aggregate
purchases attributable to the Group’s five largest suppliers were
less than 30% of the total purchases.

SHARE CAPITAL AND WARRANTS

Details of movements of share capital and warrants of the
Company during the year are set out in notes 26 and 27 to the
financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SHARES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed shares.

PROPERTY, PLANT AND EQUIPMENT

During the year, property, plant and equipment with an aggregate
net book value of approximately HK$901 million were disposed
of as a result of the disposal/dilution of the Group’s interest in
subsidiaries.

The Group incurred expenditure of approximately HK$269 million
on acquisition of property, plant and equipment.

Details of these and other changes in the property, plant and
equipment of the Group and the Company during the year are set
out in note 13 to the financial statements.
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SUBSIDIARIES AND ASSOCIATES

In January 2003, China Enterprises Limited ("China Enterprises”),
a non-wholly owned subsidiary of the Company, entered into a
conditional sale and purchase agreement (as subsequently
amended in September 2003) with Ningxia Yinchuan Rubber
Manufacturing (“Ningxia Yinchuan”), a substantial shareholder
of Yinchuan C.S.1., (Greatwall) Rubber Company Limited (“Yinchuan
C.5.1."), to dispose of its entire 51% interest, in Yinchuan C.5.1. for
a consideration of RMB29 million (equivalent to approximately
HK$27 million).

In May 2003, the Group disposed of approximately 3.55% interests
in China Velocity Group Limited (“China Velocity”, formerly known
as Rosedale Hotel Group Limited) which its shares are listed on
The Stock Exchange of Hong Kong Limited (*Hong Kong Stock
Exchange”) for a consideration of approximately HK$19 million
and the Group’s interest in China Velocity was decreased from
32.20% to 22.65%.

In June, 2003, China Enterprises and Hangzhou Industrial &
Commercial Trust & Investment Co., Ltd. (“Hangzhou | & C")
entered into an agreement, pursuant to which China Enterprises
agreed to dispose of its 25% interest in Hangzhou Zhongce Rubber
Co., Ltd. (“Hangzhou Zhongce”), a 51% owned subsidiary of China
Enterprises, to Hangzhou | & C for the consideration of
approximately RMB165 million (equivalent to approximately
HK$155 million). Upon completion of the disposal, China
Enterprises’s interest in Hangzhou Zhongce was reduced from 51%
to 26%, and Hangzhou Zhongce becomes an associate of China
Enterprises thereafter.

In August 2003, China Velocity announced that the following group
reorganisation (the “China Velocity Group Reorganisation”) and
completed in December 2003:

(i) Apex Quality Group Limited ("Apex”), a wholly-owned
subsidiary of China Velocity, acquired from China Velocity
certain subsidiaries carrying on the hotel and leisure-related
business; intra-group balances between China Velocity and
those subsidiaries acquired by Apex were waived; and loan
advanced to China Velocity by the Group were assigned
from China Velocity to Apex;

(ii)  Apex issued 277,408,596 new shares to China Velocity to
satisfy (i),
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SUBSIDIARIES AND ASSOCIATES (Cont'd)
(iii) China Velocity distributed the issued shares of Apex, in
specie to the shareholders of China Velocity whose names
appeared on the register of members of China Velocity on
11th December, 2003, on the basis of one share of Apex for
each consolidated issued share in China Velocity held by
the shareholders.

Upon completion of the China Velocity Group Reorganisation, the
Group held 22.65% interest both in China Velocity and Apex.

China Velocity continued to be a listed company concentrating on

property investment and development in the People's Republic of -

China ("PRC"). Companies carrying on the hotel and leisure related
businesses are grouped under Apex which continued to be
operated by the existing management of China Velocity.

In July, 2003, the Group disposed of its 50% interest in its wholly-
owned subsidiary, Pacific Wins Development Ltd. for a
consideration of HK$24 million. Pacific Wins Development Ltd.
becomes an associate of the Group upon completion of the
disposal.

Details of principal subsidiaries and associates at 31st December,
2003 are set out in notes 16 to 17 to the financial statements
respectively.

DIRECTORS

The directors of the Company during the year and up to the date
of this report were:

Executive directors:

Dr. Chan Kwok Keung, Charles
Chairman and Chief Executive Officer
Dr. Yap, Allan
Vice-Chairman
Mr. Li Wa Kin
Deputy Managing Director
Ms. Chau Mei Wah, Rosanna
Ms. Chan Ling, Eva

Alternate director to Dr. Chan Kwok Keung, Charles:

Mr. Chan Kwok Hung

MELARRMELE (&
(i) FESREMHEApexEHITRMH T
—EECET A+ -RANGTES
ERRAMzPERRER - EER
BRESE-RITESELAFD BT
B RS — R ApexB (5 o

TEEREEERTAE  FEERNTEAS
R Apextg i B22.65% % -

TEHEEEERAEINTEARANE
(TFBEDNERERERZ LT OR - 8%
BERKEEBEB ZAFSERApexiE T
HERLTERREREELRE -

ZEE=F4R AEBLEHERZEWE
2 B)Pacific Wins Development Ltd.Z 50%
B R{ER24,000,000E L - REEEE
SEACEE - Pacific Wins Development Ltd.fk
AEEEZBERT -

TEWBARIRBELARZTE=F+2
A=+ —-Rz#BEARNERTBERRMET16

E17¢
EEE

FRAREEABRESEHRERR/LZERQ
BIEFEEME R

HTEE

BRE®IE T+
FERITHAES
Yap, Allant& £
ElEE
FEMEESE
S E E B
BAEELt
BR3¢ 2 &

RERELZEIES

BREIME L&

13

Annual Report 2003




Directors’ Report..

(]

< H|TT]
g
ﬂ
S

W

Sa
L

DIRECTORS (Cont'd)

Alternate director to Dr. Yap, Allan:

Mr. Lui Siu Tsuen, Richard

Alternate director to Ms. Chau Mei Wah, Rosanna:

Mr. Lau Ko Yuen, Tom (resigned on 11th June, 2003)

Independent non-executive directors:

Mr. David Edwin Bussmann
Ms. Fung Wan Yiu, Agnes (appointed on 4th July, 2003)

Ms. Choy Hok Man, Constance (resigned on 4th July, 2003)

in accordance with Article 116 of the Company’s Articles of
Association, Dr. Chan Kwok Keung, Charles and Mr. Li Wa Kin
retire at the forthcoming Annual General Meeting by rotation. In
addition, in accordance with Article 99 of the Company’s Articles
of Associations, Ms. Fung Wan Yiu, Agnes who was appointed
during the period from the last Annual General Meeting to the
date of this report, retires at the forthcoming Annual General
Meeting. All retiring directors, being eligible, offer themselves
for re-election.

The directors proposed for re-election at the forthcoming Annual
General Meeting do not have any service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

The term of office of each non-executive director is the period up
to the retirement by rotation in accordance with the Company’s
Articles of Association.
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BRIEF DETAILS IN RESPECT OF DIRECTORS AND
SENIOR MANAGEMENT STAFF

Directors
Dr. Chan Kwok Keung, Charles, aged 49, is the chairman and

chief executive officer of the Company. Dr. Chan holds an
honorary degree of Doctor of Laws and a bachelor's degree in

civil engineering and has over 24 years' international corporate’

management experience in the construction and property sectors
as well as in strategic investments. He joined the Company in
2000. Dr. Chan is also the chairman of ITC Corporation Limited,
Paul Y. - ITC Construction Holdings Limited, Hanny Holdings
Limited and Dong Fang Gas Holdings Limited, companies whose
shares are listed on the Hong Kong Stock Exchange and China
Enterprises Limited whose shares are traded on the OTC Bulletin
Board in the United States of America. He is also an executive
director of Wing On Travel (Holdings) Limited (formerly known as
Ananda Wing On Travel (Holdings) Limited), a company whose
shares are listed on the Hong Kong Stock Exchange and a non-
executive director of Downer EDI Limited, a company whose shares
are listed on the Australian Stock Exchange and the New Zealand
Stock Exchange.

Dr. Yap, Allan, aged 48, is the vice chairman of the Company. He
obtained the honorary degree of Doctor of Laws and has over 22
years' experience in finance, investment and banking. Dr. Yap
joined the Company in 2000. He is the managing director of
Hanny Holdings Limited and the vice chairman of China Enterprises
Limited and Dong Fang Gas Holdings Limited and an executive
director of Wing On Trave! (Holdings) Limited. Dr. Yap is also the
chairman and chief executive officer of Burcon NutraScience
Corporation, a company whose shares are listed on the TSX Venture
Exchange and the Frankfurt Stock Exchange, and an executive
chairman of PSC Corporation Limited and Intraco Limited, both
public listed companies in Singapore.

Mr. Li Wa Kin, aged 48, is the deputy managing director of the
Company. He is also a President of the Greater China Division of
the Company. Mr. Li has more than 23 years experience in
international trade, investment and management. He is very
familiar with the PRC investment environment and legal system.
Mr. Li joined the Company in 1998.
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BRIEF DETAILS IN RESPECT OF DIRECTORS AND
SENIOR MANAGEMENT STAFF (Cont’d)

Directors (Cont’d)

Ms. Chau Mei Wah, Rosanna, aged 49, is an executive director of
the Company. She has over 24 years’ experience in international
corporate management and finance. Ms. Chau holds a bachelor’s
degree and a master’'s degree in commerce and is a member of
the Hong Kong Society of Accountants, the CPA Australia and the
Certified General Accountants’ Association of Canada. She joined
the Company in 2000. Ms. Chau is the managing director of ITC
Corporation Limited and an executive director of Paul Y. - ITC
Construction Holdings Limited and a director of Burcon
NutraScience Corporation.

Ms. Chan Ling, Eva, aged 38, is an executive director of the
Company. Ms. Chan has 16 years’ experience in auditing,
accounting and finance in both international accounting firms
and listed companies. She is a member of the Institute of
Chartered Accountants in Australia, a fellow member of the
Association of Chartered Certified Accountants and also a certified
public accountant in Hong Kong. Ms. Chan joined the Company
in 1996. She is also the group financial controller of Wing On
Travel (Holdings) Limited.

Mr. David Edwin Bussmann, aged 50, has been appointed as an
independent non-executive director of the Company since February
2000. Mr. Bussmann holds has more than 21 years experience in
the investment and finance field, and is very familiar with
investment issues related to China, as well as sectors such as
technology, rea! estate, and direct investment. Mr. Bussmann is
also an independent non-executive director of China Enterprises
Limited. He previously worked at Salomon Brothers, Citibank, Bank
of America and Prudential Asia.

Ms. Fung Wan Yiu, Agnes, aged 39, joined the Group as an
independent non-executive director in July, 2003. She graduated
from the University of Hong Kong with a Bachelor of Law degree
and was admitted as a solicitor in Hong Kong and Singapore. She
is a partner of Messrs, Vincent T. K. Cheung, Yap & Co. and has
been practicing in the legal field for nearly 15 years.
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BRIEF DETAILS IN RESPECT OF DIRECTORS AND
SENIOR MANAGEMENT STAFF (Contd)

Directors (Cont’d)

Mr. Chan Kwok Hung, aged 45, has been appointed an alternate
director of the Company since July 2001. He holds a diploma in
arts and has over 19 years’ experience in trading business in China.
Mr. Chan is an executive director of ITC Corporation Limited, Hanny
Holdings Limited and Dong Fang Gas Holdings Limited. He is the
younger brother of Dr. Chan Kwok Keung, Charles, the chairman
and chief executive officer of the Company.

Mr. Lui Siu Tsuen, Richard, aged 48, has been appointed an
alternate director of the Company since July 2001. He is a qualified
accountant and worked for an international accounting firm for
over 12 years and has previously held senior financial positions in
both private and public listed companies. Mr. Lui is the deputy
managing director of Hanny Holdings Limited. He is also an
executive director of Wing On Travel (Holdings) Limited and PSC
Corporation Limited.

Senior Management

Ms. Law, Dorothy, aged 34, is a director of China Enterprises
Limited. She received her Bachelor of Commerce and Bachelor of
Laws degrees from the University of British Columbia in Canada.
Ms. Law is a Barrister and Solicitor licensed to practice law in
British Columbia and has also been admitted as a Solicitor of the
High Court of Hong Kong. Ms. Law is also a director of Burcon
NutraScience Corporation and corporate counsel of Hanny Holdings
Limited.

Ms. Cheung Sze Man, Sharen, aged 33, joined the Group as
Financial Controller in September 2002. She holds a Bachelor of
Commerce degree and Bachelor of Arts degree from the University
of Auckland in New Zealand, and is a member of both the Hong

Kong Society of Accountants and CPA Australia. Prior to the joining -

the group, Ms Cheung has worked in Hong Kong and overseas,
and has accumulated diversified experience in audit and financial
management in both private and public companies.
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DIRECTOR’S INTERESTS IN SHARES EERERcES

As at 31st December, 2003, the interests of the directors of the RIZEE=F+-_A=+—8 £LAFEE
Company and their associates in the share, underlying shares and RESsHEATHREQRRETMNERE
debentures of the Company and its associated corporations (within B (EEHEHERAZTER2ER) 2R
the meaning of Part XV of the Securities and Futures Ordinance) % - HBBEEHGRELT  ABNAEFESE
as recorded in the register required to be kept by the Company E#BIEINEZZERHRZALREF
pursuant to section 352 of the Securities and Futures Ordinance EZERBAXNZTHAEERARIZERIRE
or as otherwise notified to the Company and to the Hong Kong B LTMRAGAESETELRRZMNEETIE
Stock Exchange pursuant to the Model Code for Securities HMEXATRBIFTESOT !
Transactions by Directors of Listed Companies were as follows:

Long positions -}
(i) The Company (i) ¥ Y7
Number of Approximate
ordinary shares shareholding
Name of director Capacity held percentage
EEHR HH B ERME @HHBBREIR
(Note 1) .
(Btsx1)
Dr. Chan Kwok Keung, Interest held by controlled 258,819,795 ' 30.21%
Charles (Note 2) corporation
bR E T (A 5E2) BREERRAIER
(ii) Associated corporation (i) XHE*E
Number of Approximate
Name of ordinary shareholding
Name of director associated corporation Capacity shares held percentage
EERf HREEEE "H FRE%ERBE #VRRESL
Dr. Chan Kwok Keung, Wing On Travel Beneficial 17,280,000 0.10%
Charles (Holdings) Limited owner (Note 3)
P B 58 & (*Wing On") EalER A (Ft7£3)
K&k B (2 AR)
BRLoB (k%))
Dong Fang Gas Beneficial 2,520,900 0.22%
Holdings Limited owner (Note 4)
("Dong Fang Gas”) ERES A (Ktit4)
RAMREE
BREABI(TRAHREL)

China Strategic Holdings Limited ] 18
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DIRECTOR’S INTERESTS IN SHARES (Cont’d)
Long positions (Cont’d)

(ii) Associated corporation (Cont’d)

Notes:
1. Share(s) of HK$0.10 each in the capital of the Company.
2. Dr. Chan Kwok Keung, Charles is deemed to be interested

in 258,819,795 shares of the Company held by Calisan
Developments Limited (”"Calisan”) by virtue of his interest
in Chinaview International Limited ("Chinaview") which has
a controlling interest in Calisan. Details of which are
disclosed under the heading “Substantial Shareholders”.

3. Share(s) of HK$0.01 each in the capital of Wing On.

4. Share(s) of HK$0.40 each in the capital of Dong Fang Gas.

Save as disclosed above as at 31st December, 2003, none of the
Company’s directors or their associates had any interests or short
positions in the shares, underlying shares of the Company or any
of its associated corporations that was required to be recorded
pursuant to section 352 of the Securities and Futures Ordinance
or as otherwise notified to the Company and the Hong Kong
Stock Exchange pursuant to the Model Code for Securities
Transaction by Directors of Listed Companies.

ARBRAFEREFEIETLLZ
3 o

B BE 3% 18 & fh 5 E B Chinaview
International Limited
(I Chinaview] ) M & % Calisan
Developments Limited ([ Calisan
DNzERES WHEEESRRS
CalisanFi #7482 258,819,795 &
DREG - ERHEEARIIER
-

KERAREREEC0E T IR
{3 e

RRRRBRATEREEKAET
g

BREXEEEN RZZT=ZF+ZRA=+
—BARREERAWRIZIHBALRAR
AR EAEAREE 2RO RAERAT
HEBRBEF RER R F35266 T IALE
ABELTABEFETESFIZNEET
AR R RERMzZBERRERE

A
Y=

19 l Annual Report 2003




Directors’ Report....

Lrmli
oy
{ ”lTTl
L
§>
—Hh-
>d
Iff
il

DIRECTORS” RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Particulars of the Company’s share option schemes are set out in
note 28 to the financial statements.

The Company

The following table discloses the movement in the Company’s
share options held by a director during the year:

EFBERGEESZET
EREEEETE CFERR AT BEERN
§128 ¢

b N

FARBARBACERENBBETES B
BREREDD

Number of shares under option

BRESRZEGHE
Surrendered/
Outstanding lapsed  Outstanding
Exercise at during at
Name of director  Date of grant  Exercisable period price 1.1.2003 the year 31.12.2003
R-EEZf§ RZBBZF
-B—H EApE +-A=t+-A8
EEnE BHEH Ay {7 (€ K fTEE BKTE /&% E v
HK$
BT
Ms. Chan Ling, Eva 12.1.2000 18.1.2000 to 17.1.2005 3.145 75,000 (75,000) —
BT —EZLETE ZEEEFE-ATNAE
—A+Z=H “EEEFf-R++H

As at 31st December, 2003, there were no shares available for
issue under the Company’s share option scheme.

China Enterprises

Details of the share option scheme of China Enterprises are set
out in note 28 to the financial statements.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangements to
enable the directors of the Company to acquire benefits by means
of the acquisition of shares in, or debentures, of the Company or
any other body corporate.

RIZZE=F+_A=+—F HEREXR
REBRESEA TRIZREG

China Enterprises

China EnterprisesZ #WR TS 2 FBEAR
B ER M 28

RLES  FREMER ARERERE
fHBLEGRET LENTE  RAR
NEFTMHEAGBARANEFALEMEZRZ
BOSESFHRESHE -

China Strategic Holdings Limited
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SUBSTANTIAL SHAREHOLDERS FEER

The register of substantial shareholders maintained by the
Company pursuant to Section 336 of the Securities and Futures
Ordinance shows that as at 31st December, 2003 the following
shareholders had notified the Company of relevant interest in the
issued share capital of the Company.

BEESRBERNENBFRTETRELZ
ITERRBEMAE R-FT=F1T25
=+-8  TIBRRAEARAEEETRL
AEBETRABEES

Long positions HE
Approximate
shareholding
Name Capacity Notes ~ Number of shares percentage
BHEGR
&8 %g st BHRKE [R:]4
Calisan Beneficial owner 1 258,819,795 30.21%
EXEEAFA
Great Decision Limited Interest held by controlled corporation ! 258,819,795 30.21%
REERLAER
Paul Y. - ITC Investments Group Limited Interest held by controlled corporation 1 258,819,795 30.21%
REBRLAER
Paul Y. - ITC Construction Holdings Interest held by controlled corporation 1 258,819,795 30.21%
(B.V.L) Limited BREERLRES
Paul Y. - ITC Constuction Holdings Interest held by controlled corporation 1 258,819,795 30.21%
Limited RERRARESR
REZBEEEEEERDA
Hollyfield Group Limited Interest held by controlled corporation 1 258,819,795 30.21%
RERRORESR
ITC Investment Holdings Limited Interest held by controlled corporation ! 258,819,795 30.21%
BEBRORER
ITC Corporation Limited Interest held by controlled corporation 1 258,819,795 30.21%
BELEEEERAA BEERDEER
Galaxyway I[nvestments Limited Interest held by controlled corporation 1 258,819,795 30.21%
BEERARES
Chinaview Interest held by controlled corporation 1 258,819,795 30.21%
RERRRAER
Dr. Chan Kwok Keung, Charles Interest held by controlled corporation 1 258,819,795 30.21%
REREL RAEERLOGER
Ms. Ng Yuen Lan, Macy Interest held by family 2 258,819,795 30.21%
@Rzt RAEZRGER
Well Orient Limited Beneficial owner 3 258,819,794 30.21%
HRBRRA BREFA
Powervote Technology Limited Interest held by controlled corporation 3 258,819,794 30.21%
BEEBRATRER
Hanny Magnetics (B.V 1) Limited Interest held by controlled corporation 3 258,819,794 30.21%
BEEMLRER
Hanny Holdings Limited Interest held by controlled corporation 3 258,819,794 30.21%

REEEERLT

BREERARES
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SUBSTANTIAL SHAREHOLDERS (Contd)

Long positions (Cont'd)
Note:

1. Dr. Chan Kwok Keung, Charles owns the entire interest of Chinaview
which in turn owns the entire interest in Galaxyway Investments
Limited (”Galaxyway"”). Galaxyway owns more than one-third of
the entire issued ordinary share capital of ITC Corporation Limited
(“ITC”). ITC owns the entire interest of ITC Investment Holdings
Limited ("ITC Investment”) which owns the entire interest of
Hollyfield Group Limited ("Hollyfield”). Hollyfield owns more than
one-third of the entire issued share capital of Paul Y. - ITC
Construction Holdings Limited (“Paul Y. - ITC”). Paul Y. - ITC owns
the entire interest of Paul Y. - ITC Construction Holdings (B.V.l.)
Limited (“PYBVI”) which in turn owns the entire interest in Paul Y.
- ITC Investments Group Limited ("PYITCIG"). PYITCIG owns the
entire interest in Great Decision Limited (*GDL") which in turn
owns the entire interest in Calisan. Accordingly, GDL, PYITCIG,
PYBVI, Paul Y. - ITC, Hollyfield, ITC Investment, ITC, Galaxyway,
Chinaview and Dr. Chan Kwok Keung, Charles are deemed to be
interested in 258,819,795 shares in the Company which are held by
Calisan.

2. Ms. Ng Yuen Lan, Macy is a spouse of Dr. Chan Kwok Keung,
Charles and deemed to be interested in 258,918,795 shares of the
Company held by Calisan.

3. Well Orient Limited (“WOL") is wholly-owned by Powervote
Technology Limited (“PTL”) which is in turn owned by Hanny
Magnetics (B.V.I.) Limited (“Hanny Magnetics”). Hanny Magnetics
is wholly-owned by Hanny Holdings Limited (*Hanny”). PTL, Hanny
Magnetics and Hanny are deemed to be interested in 258,819,794
shares in the Company which are held by WOL.

Save as disclosed above, the Company had not been notified of
any other interests or short position in shares and underlying
shares of the Company pursuant to section 336 of the Securities
and Futures Ordinance which representing 5 percent or more in
the issued share capital of the Company as at 31st December,
2003.

FERE (H)

HE(E)

fitiz

1.

RIS 18 LA Chinaview® Sf#zs - ™
Chinaview!# & Galaxyway Investments
Limited ([ Galaxywayl ) 2 H # &= o
GalaxywayBEHEEHCEEBER 2 7
([ ﬁ%J)tL: P2 EETTAR
oo EEMLEEHFITC Investment
Holdings Limited(FITC Investment]) 2
2HERHEZ - MITC InvestmentBIEH
Hollyfield Group Limited ([Hollyfield])
ZEEER - HoInyleld BERE E?iii}l
cEERLB([REER])BB=02—
BRITERA - REZHEBPaul Y. - I1TC
Construction Holdings (B.V.l.) Limited
(TPYBVI]) 2z 2 #i#E & - MPYBVIER
Paul Y. - ITC Investment Group Limited
(TPYITCIG)) 2 EffE & - PYITCIGE B
Great Decision Limited ([GDL)) Z &4
%% - MGDLEE Calisan2 $h#E 28 - E it -
GDL - PYITCIG * PYBVI REZEH -
Hollyfield * ITC Investment * {ERE R 5 -
Galaxyway - Chinaview R R Bl BB + 4
R R Calisanf £ 8 2 258,819,795 &
REAIRGPEEES -

IRmEZtABEERET7EE  BikE
5258,918,795 1 Calisants H 2 A A 7]
Bt e

HeBERDE([H®B]) B Powervote
Technology L|m|tedUPTLJ)§_\§%§ﬁ '
i PTLE Hanny Magnetics (B.V.[.)
Limited ([Hanny Magnetics]) 2B H A °
Hanny MagneticstRSREL2 &5 A « PTL -
Hanny Magnetics X SR B 118 B R B R T
A 2258,819,794 AR BIRIN T HEE

VR
m °

ﬁfiiﬁs@%?l\' R_EE=F+ZF= +

CREESFRHERAE36E AR

IT%E?L%EEHAi?}CZK TZM%&*BE?J
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CONNECTED TRANSACTIONS

In January 2003, China Enterprises entered into a conditional sale
and purchase agreement (as subsequently amended in September
2003) with Ningxia Yinchuan, to dispose of its entire 51% interest
in Yinchuan C.S.I. for a consideration of RMB29 million (equivalent
to approximately HK$27 million). Ningxia Yinchuan is a connected
person of the Company by virtue of its being a substantial
shareholder of Yinchuan C.S.1..

The transaction constitutes a connected transaction of the
Company under the Rules Governing the Listing of Securities of
the Hong Kong Stock Exchange (“Listing Rules”).

CODE OF BEST PRACTICE

In the opinion of the directors of the Company, the Company has
complied with the Code of Best Practice as set out in Appendix 14
of the Listing Rules throughout the year, except that the
independent non-executive directors of the Company are not
appointed for specific terms as they are subject to retirement by
rotation and re-election at the annual general meeting in
accordance with the Company’s Articies of Association.

POST BALANCE SHEET EVENT

Details of the significant post balance sheet events are set out in
note 40 to the financial statements.

AUDITORS
A resolution will be submitted to the Annual General Meeting of

the Company to re-appoint Messrs. Deloitte Touche Tohmatsu as
auditors of the Company.

On behalf of the Board

Dr. Chan Kwok Keung, Charles
CHAIRMAN

Hong Kong
23rd April, 2004

BMEXS

RZZBEZE—F  ALAEZENBLT
China Enterprises 2 E B RJIFT L B IEHE
E#  China EnterprisesA B MEE 81
PEMBR)PE2HI1%ERS  REAA
R #29,000,0007T (4 F 7 #27,000,0005%
) BERNEEABBENFREIEREME
RARREEAL -

BEEEXZHES LWARI LHHRAI)Z
REBHERAFZBERS
REBRTR

ARBEBEERL ARRFA-EETL
mRBM A RERATA  EER
AIBYGFRTERTEABEEEHERE - M

ARBEARBACARIERMHERREFA
erRESERBEERET -

EHR&EBH

REEREZEASHABIERVYBREN
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&
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Certified Public Accountants
26/F, Wing On Centre

111 Connaught Road Central
Hong Kong

TO THE SHAREHOLDERS OF

CHINA STRATEGIC HOLDINGS LIMITED
FEERARLQE

{incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 25 to 102
which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of directers and auditors

The Companies Qrdinance requires the directors to prepare
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view it is
fundamental that appropriate accounting policies are selected and
applied consistently.

It is our responsibility to form an independent opinion, based on
our audit, on those financial statements and to report our opinion
solely to you, as a body, in accordance with section 141 of the
Companies Ordinance, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of evidence relevant
to the amounts and disclosures in the financial statements. It also

includes an assessment of the significant estimates and judgments -

made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate
to the circumstances of the Company and the Group, consistently
applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance as to whether the financial statements are free from
material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a
reasonable basis for our opinion.

Opinion

In our opinion the financial statements give a true and fair view
of the state of affairs of the Company and the Group at 31st
December, 2003 and of the loss and cash flows of the Group for
the year then ended and have been properly prepared in
accordance with the Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 23rd April, 2004

Deloitte
Touche
Tohmatsu

B RKEEERAARR

(REFEEIMK T Z BR 2 F))
AREMTC TR ERENEBEEE1028
g,Bic%éﬁ;%%aﬁ%ﬁi@éﬂ%ﬁ\%ﬁ%sﬁﬁ%ﬁ
EEREREBBRIEE
REEPI T EE EREEER 1 7%
iﬁ—i% o E%%%Eﬂﬁiiﬁiﬁ% , E%%ZE‘%
= B o

s

o (i S

BBt

=y

« 25 B

\@mh@

& H
i
—‘/_?[Ez
i
o
i

Kt

S mi

=

Rl

FERGH

OfF DfF B> R 3+

T & S i
7 g
&5
Np
o
L\H_
—'\\>—
\—h@
ki

03} A
Thmgy W 1% R
> 1

HHS S

G
=
HH o
i Bt
354_/
52

<l
=
G

sm
B

+E’ﬂ3’“Aﬁﬁﬁm
%V%ﬁl@%%
fEBELREEA
EENREZSE
TR T

H

- OB O

oY i 2 = 2 B A

ym DO B (1 SR S S5
58 E{ﬁ:

4 i nep S b [t %

WEy iy 24 st SR ot e

2SS o B 2

=

St
EWﬂ%%§M\%

- 78 IR O ot =

)
1|
&
g
b
]
&

S0 0 IO SR A R Gy
=
=
HH
=
a
3
o
s
)
]

o Fn I T

SR

Fusd by B
il o NEES X H

mff SF o B

-4 P b it
SRR - T 2
IO
[k B4 D R4 58
o 8k S i 7
ZEED

oD 23V 5 4 8

2 o 5 A Sy o O

Bt - St o S SE ST

A Fo =t 8 B 3 o
RGeS RN b I

¥ IE et ek B O
(U5 e S5O0

et 70 W -
o 35 D

(T &g

o
=

N\
i

ff S5 A S
S
p i = QR

WE B g 3mSRt S S
Dif ol e TEBY 2

i+

INER | e RY
o R -

ST 1 A i
EE IR
IGH HY i 2D
DI
Tl B 2 G

=
=

A

o [T 34 A mi

S5 D LD O
B i - 2l b

=H kb S5 ok S

3R
&

BHWMERTEHMT
HEEE

B _FTTOFOA-T=E

China Strategic Holdings Limited ] 24




2003 2002
—gB=F BT _E
Notes HK$’000 HK$'000
b 5E BT B F T
(as restated)
(BF)
Turnover EEH 4 2,884,493 3,601,735
Cost of sales 5 B (2,520,175) (3,052,768)
Gross profit E 7 364,318 548,967
Other operating income HAab @& A 6 145,731 153,714
Distribution costs IR AR (174,955) (248,218)
Administrative expenses THEH (122,587) (221,624)
Other expenses HEf = 7 (118,396) (760,544)
Profit (loss) from operations RERF (FE) 8 94,111 (527,705)
Finance costs B R 10 {50,712) (109,460)
Gain on disposal/dilution of HE EENBELRER
interests in subsidiaries Pl & 31 12,344 64,193
(Loss) gain on disposal/liquidation & FEEL D
of interests in associates EHEZ (BB RE (36,481) 14,980
Share of results of associates FriEi e ARz &S (175,734) (137,574)
Allowance on receivables BRTF-REBELOIY
advanced to an associate 7 ik BR 9 B {(12,712) —
Loss before taxation AEE (169,184) {695,566)
Taxation i TE 11 {10,935) (12,250)
Loss before minority interests KL EBREEEZER (180,119) (707,816)
Minority interests LHRERES (9,409) 233,682
Net loss for the year FEEEBEE (189,528) (474,134)
Loss per share BREBESB
Basic =N 12 HK$(0.23)#8 % HK$(0.76)EF T




2003 2002
ZBEZF —EETF
Notes HK$'000 HK$’000
i & BETT AT T
(as restated)
(E3)
Non-Current Assets JEMARE
Property, plant and equipment mE - BERRE 13 43,156 746,778
Payment for acquisition of Y BE o b B R R BT TRIE
land development rights 14 — 14,687
Goodwill 5k S 15 9,325 30,953
Interests in associates REE LR ER 17 823,147 839,765
Receivables — due after one year JEURBREZ — — F £ B Hf 18 31,286 22,586
Investments in securities BERE 19 217,683 325,885
Deferred tax assets BEEMEBEEE 20 —_— 13,454
1,124,597 1,994,108
Current Assets mEBRE
Other asset EmEE 21 226,718 —
inventories TE 22 66,976 827,744
Trade debtors EIWE ZHER 23 13,718 533,959
Receivables due from associates FEUC B 20 5 FUR 17 6,294 60,535
Receivables - due within one year BRER - —E£RXEIH 18 370,459 607,022
Other receivables, deposits and HMEWEIE KB
prepayments R IE 57,677 253,069
Investments in securities BHEH/E 19 2,930 37,363
Pledged bank deposits EHEBRITER — 24,839
Bank balances and cash RiTHERRES 319,875 425,397
1,064,647 2,769,928
Current Liabilities RDARK
Creditors, other payables and FERTEREN - HH B FIE
accrued charges EEAER 24 84,946 892,164
Payables — due within one year MR — —FREH 25 34,611 46,155
Payables due to associates FENE & D F B 17 185 189
Income and other tax payable ERNMEHEE M ENTRIE 3,064 52,694
Bank loans and other borrowings RITERRHEMER
— due within one year — —FEREE 30 38,284 996,861
161,090 1,988,063
Net Current Assets REBEEFE 903,557 781,865
2,028,154 2,775,973
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2003 2002
—B2=¥F —EE-F
Notes HK$'000 HK$000
B &F EBETFT BT T
{as restated)
(B7)
Capital and Reserves EXRBEE
Share capital e 26 85,660 82,947
Reserves =i 1,447,720 1,651,106
1,533,380 1,734,053
Minority Interests SEBRERER 250,160 728,942
Non-Current Liabilities ERBAE
Bank loans and other borrowings  SBTERRKEMER
— due after one year — —HE &3 30 144 86,949
Payables — due after one year EAFIE — —FE38 25 244,470 226,029
244,614 312,978
2,028,154 2,775,973

The financial statements on pages 25 to 102 were approved and
authorised for issue by the Board of Directors on 23rd April, 2004

and are signed on its behalf by:

Dr. Chan Kwok Keung, Charles

BREDETE X
Director

EF

HREBEERINREZMBRREN T
MEMA-+ZRABEEEEHARRET

T TETHEERRESF

Dr. Yap, Allan
Yap, Allanf@ &

Director

EE




2003 2002
—EB=F —EEC
Notes HK$'000 HK$000
B et BEFT BT T
Non-Current Assets REBEE
Property, plant and equipment ME - BEMEEB 13 7,082 7,830
Payment for acquisition of tand UWHE T R A
development rights B A<f 3R 18 14 - 14,687
Investments in subsidiaries RtB LR z2&E 16 224,740 319,966
Receivables due from subsidiaries FEU K B & R FRIB 16 1,849,184 1,741,781
Interests in associates REBEDRZER 17 2 2
Receivables — due after one year  EWHER — —F &5 H 18 19,139 22,586
Investments in securities FHEEE 79 9,617 10,717
2,109,764 2,117,569
Current Assets nEEE
Receivables due from associates FE U B & A RIBRIE 17 719 14
Receivables — due within one year [EURER — —FE R 5 H 18 14,586 59,943
Other receivables, deposits and Hp s -
prepayments Re RBEMRIA 15,846 8,354
Bank balances and cash RITHEHRERS 8,915 54,172
40,066 122,483
Current Liabilities REEE
Creditors, other payables and FEATBRER - E Mgl
accrued charges TERETER 3,875 53,671
Payables — due within one year 5 — — F N3 25 5,430 2,115
Payables due to associates FE {7 Bt & 0 B ZUIE 17 185 187
Bank loans and other borrowings MITERREMER
— due within one year — —FANE B 30 5,142 43,473
14,632 99,446
Net Current Assets RBEEFE 25,434 23,037
2,135,198 2,140,606
Capital and Reserves AXRFEE
Share capital RN 26 85,660 82,947
Reserves FEH 29 1,062,276 1,155,005
1,147,936 1,237,952
Non-Current Liabilities FRBEE
Bank loans and other borrowings BITERREMER
- due after one year — —FEIHB 30 13 24
Payables due to subsidiaries FETE B A R RIE 16 743,971 676,601
Payables ~ due after one year ERNRE — —F%EH 25 243,278 226,029
2,135,198 2,140,606

Dr. Chan Kwok Keung, Charles

REREL

Director

EF

Dr. Yap, Allan
Yap, Allan{& &
Director

EFE




Special Capital Goodwill Other non-
Share Share capital redemption on  Exchange distributable
capital premium reserve reserve consolidation reserve reserves Deficit Total
g4
%3 X BREZ Rl
K& R EE g3 1 RERE ZEE ERGE SREE B4 a%
HK$'000 HK$'000 HKS(OOO HK$'000 HK$ 000 HK$:000 HK$'000 HK$'000 HK$000
TERL TET FERL TER TER T#7 TiET FiET TERL
At 1st January, 2002 W-82-£-F-3
— As originally stated — MR 46,098 1,876,729 414,881 233 191,437 3,121) 35,393 (340,860) 2,220,790
— Prior period adjustment —HEBE (HHY
{note 2) — - - - — - - 3,934 3,934
— As restated — mES 46,098 1,876,729 414,881 233 191,437 (3,121 35,393 (336,926) 2,224,724
Exchange adjustment EREE - - - - - (1,144) - - (1,144)
Share of net reserves FUEBELT
movement of associates HESEHIE - - - - - 904 (278) - 626
Net loss not recognised FRESEER
in the consolidated ERZERSE
income statement - - - - - (240) (278) - {518)
ssue of shares BO%RA 9,200 — - - — - - - 9,200
(ssue of shares by way of HEEHREARA
rights issue 27,648 20,619 - - - - - - 48,268
Realised on disposal/dilution of & /B FBELE
interests in associates BERER - - - - 3,544 {1322) 86 - 2,308
Realised on disposalidilution of & /BAHEBLT)
interest in subsidiaries BEEEER - - - - (71,028) {2,190) (2.577) - (75,795)
Appropriated from REEREEH
retained profits - - - - - - 3,215 (3,215} -
Net loss for the year FEEBBREE - - - - . - - (474,134)  (474,138)
At 315t December, 2002 RZIBFZE+C3
=+-§ 82,947 1,897,348 414,881 233 123,953 (6,873) 35,839 (814,275) 1,734,053
Exchange adjustment ELAZ - - - - - 291 - - 291
Share of net reserves EARELT)
movement of associates BEZHES - - - - - 2,090 (172) - 1,918
Net gain not recognised AREakER
in the consolidated BRzRERE
income statement - - — - - 2,381 (172 - 2,208
Exercise of warrants (note 26) 2713 1,628 - - - - - - 4,34
Realised on disposalidilution of
interests in associates - - - - {20,333) (128) (238) - (20,699)
Realised on disposalidilution of
interests in subsidiaries - - - — 6,852 (3,848) (17,863) 17,863 3,004
Appropriated from
retained profits - - — - - - 1,339 {1,339) -
Net loss for the year TEEEREE - - - - - - - (189,528)  {189,528)
At 315t December, 2003 RIEFRZETE
=+-H 85,660 1,898,976 414,881 233 110,472 (8,468) 18,905 (987,279) 1,533,380
Attributable to; BER:
The Company and it ARG REMBRY
subsidiaries 85,660 1,898,976 414,881 233 62,247 {10,011} 19,476 (647,283) 1,824,179
Associates BERE - — - — 48,225 1,543 (571) (339,996) {290,799)
At 3tst December, 2003 RZEFZ£+-R ,
-8 85,660 1,898,976 414,381 233 110,472 {8,468) 18,505 (987,279) 1,533,380
The Company and its ARAAREMBLR
subsidiaries 82,947 1,897,348 414,881 233 55,395 (6,454) 36,000 (650,013) 1,830,337
Associates e3-IN — - - — 68,558 (418) (161) (164,262) (96,284)
At 31st December, 2002 RZBE-E+ZA
=t-4 82,947 1,897,348 414,881 233 123,853 (6,873) 35,839 (814,275) 1,734,053

C e et il




The special capital reserve of the Group represents the amount
arising from the capital reduction carried by the Company during
the year ended 31st December, 2001.

Included in goodwill on consolidation as at 31st December, 2003,
HK$9,492,000 (2002: HK$16,344,000) represented goodwill arising
on acquisition of subsidiaries. No goodwill arising on acquisition
of associates were included in goodwill on consolidation.

Included in goodwill on consolidation as at 31st December, 2003,
HK$71,739,000 (2002: HK$71,739,000) represented negative
goodwill arising from acquisition of subsidiaries. Included in
goodwill on consolidation as at 31st December, 2003,
HK$48,225,000 represented negative goodwill attributable to
associates (2002: HK$68,558,000).

The other non-distributable reserves of the Group include statutory
reserves required to be appropriated from the profit after taxation
of the Company’'s PRC subsidiaries under the PRC laws and
regulations. The amount of the appropriation is at the discretion
of the PRC subsidiaries’ board of directors.
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2003 2002
—BEB=H ZEECE
HK$'000 HK$'000
BE T BT T
OPERATING ACTIVITIES BeExk
Profit (loss) from operations EERR (EE) 94,111 (527,705)
Adjustments for: LT IEEERER -
Dividend income A% 248 A (2,832) (3,732)
Interest income T B U A (48,416) (37,956)
Depreciation of property, WM - BE
plant and equipment EEEnE 58,346 136,522
Amortisation of goodwill BHEEE 1,628 1,634
Unrealised holding loss on BEESFREZ
investments in securities REBEER 37,604 232,636
Gain on disposal of investments PEBFRE Z WS
in securities (46,368) (71,760)
Allowances for bad and doubtful debts ~EREG 10,728 85,741
Allowances for amounts due fE U B & N R FRIE BB
from associates 2,458 —
Impairment loss of property, mE - BER
plant and equipment BBz REEE _— 345,761
Impairment loss of goodwill on WENBASEEZ REEE
acquisition of subsidiaries 20,387 —
Impairment loss on properties BEMEZHEER
held for sale —_ 1,185
Impairment loss on investment properties &Y E 2 REEIE — 9,069
Allowances for inventories FE#EE 4 20,347
Allowances for loan and ERREURNERE
interest receivables 43,810 57,232
Gain on disposal of property, LEWE BB
plant and equipment REE 7 W (15,995) (82)
Loss on disposal of investment property HEREMEZER — 2,000
Operating cash flows before EEEEDHIIKERERE
movements in working capital 155,465 250,892
Decrease in properties held for sale FEWMERD — 51,796
Decrease (increase) in inventories FEERL (N 22,997 (103,859)
Increase in trade debtors JEULE BERFE M (10,287) (95,961)
Increase in other receivables, HEWRIE - &s
deposits and prepayments N 8 f+F B IE 1 0 (9,143) (54,138)
Decrease in advance to contractors BES-ES:- 12 — 9,439
(Decrease) increase in creditors, FEFTERAR - EfbEN A
other payables and accrued charges REFER OB L) &0 (49,808) 332,428
Increase in amounts due from associates  JE W B & 2 B 50 I8 12 1N (29,768) (47,018)
Increase in payables FE 7 ZRIB 32 A0 6,496 —
Increase in other asset H b E (226,718) —
{Decrease) increase in income and FERTFTE B R B 4b 8
other tax payable I8 Cm ) (20,350) 5,112
Net cash (outflow) inflow from operations B%®R &€ CEL) RABE (161,116) 348,691
Tax paid in other jurisdictions REMF ZERBE BB (6,650) (2,869)
NET CASH (USED IN) FROM BEXE (R ABREER
OPERATING ACTIVITIES (167,766) 345,822




2003 2002
ZEE=F —ERE-E
Notes HK$'000 HK$'000
#i et EBEFT BT
INVESTING ACTIVITIES REXK
Repayment from receivables U RIE 2 BERIE 774,202 545,621
Repayment from receivables FE W HE € R EUIE
advanced to associates 92,124 —
Proceeds from disposal of HEZFHFREMBETE
investments in securities 219,777 277,823
Proceeds from disposal of property, LHEWE - BE
plant and equipment SR e 25,994 77,670
{Increase) decrease in pledged EIREEITER (BN
bank deposits b (45,259) 58,681
Interest received BUF B 8,793 2,759
Proceeds from disposal/dilution of & " #BERL REIES
interests in associates Fri8sUE 23,887 9,204
Repayment from minority LEREZEER
shareholders — 5,357
Proceeds from disposal/dilution e/ BENBLARE
of subsidiaries (net of cash and HE(ENHRHEZRS
cash equivalents disposed of) EREEEFRE) 31 (64,295) (38,484)
Dividend received from BHILEMBRE
investments in securities 2,832 3,732
Receivables advanced FEMWBRZR 2 B 3K (558,363) (1,226,081)
Receivables advanced to associates M2 QRIEBWERZBR (260,373) —
Purchase of investments in securities B AT HKRE (73,368) (365,544)
Investment in associates REE QR ZIRE — (347,189)
Purchase of property, BEWE  BERES
plant and equipment (268,704) (327,081)
Deposit paid for acquisition RWERBLACE KRS
of a subsidiary — (75,000)
Purchase of subsidiaries BAWERR
(net of cash and cash (BEHRBAZESR
equivalents acquired) ReEE) 32 (785) (511)
Refund of payment for Wk T B EEANEE
acquisition of land IR
development rights 16,965 —
Payment for acquisition of UZRE T B BT RUIE
land development rights (13,310) {11,960)
Costs incurred for properties BRE/BEREMEZRE
under/held for development —_ (3,760)
NET CASH USED IN REXBFBRASRH
INVESTING ACTIVITIES (119,883) (1,414,763)
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2003 2002
—EBE=F TEEF
HK$°000 HK$'000
EBEFT EEF T
FINANCING ACTIVITIES REETE
Advance from payables EREMEERE 151,329 986,017
New bank loans and NEEFETERR
other borrowings raised HipgE 994,271 1,414,478
Issue of convertible notes BRI MR ER — 66,000
Proceeds from issue of shares FTRDATERIE 1,866 59,873
Contribution from minority DERRERLE
shareholders - 48,816
Advance from deposits received ERBYWFER -— 10,795
Repayment of bank loans and BREROTERR
other borrowings EMEE (747,264) (1,256,252)
Repayment to payables HEEMNER (165,514) (450,851)
Repayment to minority shareholders M LB IAEREE 2 FUE - (43,104)
Repayment to related companies EREELRERRIE - (7,027)
Share issue expenses FHIRMDE D - (2,405)
Repayment to associates BRTHELS (4) (71
Repayment of obligations under BMERDEBZEBERE
finance leases (168) (13)
interest paid 2R E {36,126) {96,496)
Dividends paid to minority BRHBARDE
shareholders of subsidiaries BER S (1.432) (4,285)
NET CASH FROM FINANCING REZDHFESRETH
ACTIVITIES 196,958 725,475
NET DECREASE N CASH AND REeRBEEEERIBHE
CASH EQUIVALENTS (90,691) (343,466)
CASH AND CASH EQUIVALENTS FIzRERESEH
AT THE BEGINNING OF THE YEAR 401,935 744,927
EFFECT OF FOREIGN EXCHANGE EXRH 2
RATE CHANGES . 3,500 474
CASH AND CASH EQUIVALENTS FRZ2EERASEH
AT THE END OF THE YEAR 314,744 401,935
ANALYSIS OF THE BALANCES OF ReRBEEHEBERD W
CASH AND CASH EQUIVALENTS
Bank balances and cash BTEBRRRSE 319,875 425,397
Bank overdrafts RITEX (5,131) (23,462)
314,744 401,935
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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
cumutative 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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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 inciuded 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 (Contd)
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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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 principa!l 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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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  Qver 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.
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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 (Cont'd)
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 Peolicies (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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Turnover

2003

—BBEHF
HK$000 HK$°000
BEFT BT T

Sales of goods, net of returns ERHE  MBKERER

and sales taxes HEM 2,884,493 3,435,370
Toll highway operation REREFRDKE — 66,418
Sales of properties M E — 51,231
Hotel operation BEEE — 42,378
Rental income HalA —_ 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
and advance of funds

Investments in securities -~
and advance

AEEIREPEARANB(TF
BRBEEGERET FEERIE
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Segmental Information (Cont'd)

An analysis of the Group’s turnover and contribution to
operating results and segmental assets and liabilities by

business segments is as follows:

5. #EBEE B

TEEREBIFBE D ZEXBRRE
EXEERBOWMT

Discontinuing
operation Continuing operation
FALEEEH RECEEH
Investments

Pharmaceutical

in securities
and advance

Tires products FERH Others Sub-total  Elimination Consolidated
BE 2h 3z i i BE 58
HK$'000 HKS000 HK$000 HK$'000 HK$:000 HK$°000 HK§'000
BT AETT FETR BETL BEFE BETL BETT
{note &)
(Hia)
For the year ended HEZTEZ¢1C5
315t December, 2003 ZF-BirER
REVENUE B
External ’{f b 2,653,056 252,195 46,369 27,356 325,920 - 2,978,976
Inter-segment bE - - - 984 984 {984) -
2,653,056 252,195 46,369 28,340 326,904 (984} 2,978,976
RESULT 8
Segment result FHER 95,847 154 (17,615) (19,032) (36,493) (984) 58,370
Unallocated corporate expenses FABLENL (15,507}
Finance costs BERZ (50,712)
Interest income HERA 4,457 49 40,041 3,869 43,959 - 43,418
Dividend income RamA - - 2,832 - 2,832 - 2,832
Gain on disposalidilution of “ﬁ/%‘éﬂ% BEd:
interests in subsidiaries & 37 8,587 - 46 8,633 - 12,344
Loss on disposalfliquidation of e/ BERELAES
interests in assoriates ZE8 - - (36,481) - (36,481) - (36,481)
Share of results of associates FEBELE 258 14,188 2 (202,262) 12,338 (189,922) - (175,734)
Allowance on receivables BHF-FRELEL
advanced to an associate BUERE - - (12,7112} - (12,712) - (12,712)
Loss before taxation HagEs (169,184)
Taxation HE {10,935)
Loss before minority interests T OEBRERIER (180,119)
Minority interests PEREES {9,409}
Net foss for the year EEEREE (189,528)

Inter-segment revenue are charged at terms determined and

agreed between the group companies.

SEBRETREBRFEE D
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5.

Segmental information (Cont’d)

5. SBEHE &

Discantinuing
operation Continuing operation
ERLEBEER BHLEER
Investments
in securities
Pharmaceutical and advance
Tires products FEH) Others Sub-total  Elimination Consolidated
Bk R LS i ) B F8
HK$'000 HK$'000 HK$ 000 HK$000 HK$000 HK$'000 HKS'000
AEFT  BETRL AEFn BEFL EEFR AETn BRI
{note &)
D)
Assets and liabilities RZFEZE12}F
at 315t December, 2003 IT-AZEEEEE
ASSETS BE
Segment assets RBEE - 88,395 953,060 88,670 1,130,125 - 1,130,125
Interests in associates RRERFER - 15,41 354,360 453,371 823,147 - 823,147
Unallocated total assets AHBLEE - - - - - - 235,372
Consolidated total assets GLBAE 2,189,244
LIABILITIES Bf
Segment liabilities PHEE - {56,505) (4,110) (24,516) (85,131) - (85,131)
Unallocated corporate liabilities FORLEER - - - - - - (320,573}
Consolidated total liabilities GL28E {405,704
Other information for the EE-FFz&1_f
year ended 31st December, 2003 ST-BUEEEZEBER
Capital expenditure ¥
— Property, plant and equipment  — 1% - BERERE 260,872 7978 - 2 8,000 - 268,872
Depreciation and amortisation 5 47,750 11,454 - 770 12,24 - 59,974
Impairment loss of goodwill - - - 20387 20,387 - 20,387
Other non-cash expenses - 4 107,312 - 107,316 - 107,316
Gain on disposal of investments
in securities - - 46,368 —_ 46,368 - 46,368
Gain {loss) on disposal of property, ~ HENE BELR
plant and equipment k& (58) 16,122 {n) - - {17) - 15,995

Inter-segment revenue are charged at terms determined and

agreed between the group companies.
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5. Segmental Information (Cont’d) 5. SBEE (&
Discontinuing operations Continuing operations
ERLEEZR Ef EEE
Investments
in securities
Tolt highway and
operation  Consumer  Elecronic ~ Property Hotel Heavy Pharmaceutical  advance
Tres  HEkE goods  products imvestment  operation  indus Splotal  producs  RERAX  Othes  Subtotal  Himnation Consolidated
&k BR0E ARE  ETRR pERE EREE EL g 85 8y L4 ik b 5
OO BT A0 MDD RSN AOOD T RSO AOOD B HODD HGID HO AES00
BB BT BB BT TR MRS EETR BYTT BETT BT BEL MY BY EERER
figtz 3} {hote bf {ote &) [Hote b) Note b} {fote ) fHote )
G By Ry (BB R Ry hEw
For the ear ended BE 352812
315t December, 262 Ci-ELEE
REVENUE L E
External g3 306368 418 - - 57953 2378 B 3B 16478 T80 14582 151428 - 3376
intersegment A5H - - - - - - - - - -~ 184 1840 {1,840) -
3563683 f6418 - - 57953 238 LI 1wl D478 T80 1872 15328 {140 38
RESULT
Seqment restlt {13,788) {#5,368) - - (1439) 300) 18023 (116,386} 180% 8532 5388 (250,486) (384) {3188}
Unallocated corporate expensas {191,537)
Finance costs {109,440
Interest income 0 - b - - mn - 18,433 2 1943 - 1353 - 375%
Dividend income - - 1389 - - - - 1369 - X3 ] - 1363 - 3
Galn {los) on disposalidiution
of inerests n subsidarles un 1768 131 {3602) - - 1608 08 - 3476) - .976) - 818
Gain on disposaldilution
of interests in associates - - - - - - - - - 14,380 - 180 - 14980
Share of results of assocates [98.415) - - - - (15t) - {84,565) - (8B,9) 8 [43,008) ~ (137594
Loss before taxation (695,5%6)
Taxation (12,250}
Loss before minority interests (7073%)
Minorly interests Rt
Netlossfor the yeer FEEAGR [£74,134)
Assets and liahilites at
st December, 2002 ;
ASETS |
Segmant asets 13 A - - - - - ~ N8 14415 4850 B 186887 - 391430
{nterests in associates kS 3530 - - - - 063 - B298% - o 37 135089 - 834,765
Unalloated fotal assets Fo8 8951
Consofidaied total assets Famig 4764036
LIABILITIES i
Seqment fiabiifes bESE 1838339) ~ - - - - - (838.339) %2 - @3 (RN S (h1:3)]
Unalocated comorate labliis~ #AB022E (18¢.188)
Consolidzied tota! fiablies BAgsE (2301041)
Other information for the year
ended 31st December, 2002
(apial expenditure
~ Property, plant end
equigment mu 1240 - - 780 4691 39 2404 024 - 3 0m - 3N
— Properties nderfheld for
development - - - - 300 - - 3760 - - - - - 3760
Depreciation and amortisation 91402 3784 - - 1653 138 1063 1566 1109 - 80 1910 - 1815
mpairment los 15,19 047 - - 10254 - - 35015 - - ~ - - 36415
Other non-<ash experses 3% - - - - - ~ 37 - 38161 - x| - 35,856
i on disposal of invesiments
inseurites - - - - - - ~ - - 1360 - I8 - 110
Gan on disposal of property, 4
plant and eguipment - - - - - - ~ - - - & 4 ~ 8
Loss on dsposelof nvestment
progerty - - - - - - - - - - 100 0 - 2000
Inter-segment revenue are charged at terms determined and DEEREDIEEENRMAT G
agreed between the group companies. TR INE -




Segmental Information (Cont'd)

Notes:

(a)

(b)

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.

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.

The aggregate carrying amounts of the assets and liabilities

of the discontinuing operations

at the date of

discontinuance during the year ended 31st December, 2002
and 2003 were as follows:

SBBEE @
Brar -

(a) REEZFEZF+ZAZ+—
BLEFELE BEREHEER
BIMBRAAERE HREHR
REBE_ZFE=ZE+ZRz=1+-
BUSEHBERERILBEESR
%0

(b} RBEE-ZE_F+-A=+—
BLEEFELEETHELRE -
ERBERAIRLEEE R
¥-#B-EE-ENAZTZ
BZALBBEE-SE_F+=
AZ+~-BLEEZEH -

HE BT _GER_FT=-F+-R
TT-HEFEEAREBEERNEK
TEEER2EERBEAHERERE
I

2003 2002
ZBBZE ZERCF
Property
Toll investment
Tire  highway and hotel
operation operation Consumer Electronic operation Heavy
W KEIE goods  products WERER  industry
¥ LORER HBEER BYE@ EEER ET¥
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
E¥FT EEFT EETT EETFTT EETFT EBETT
Total assets REE 2,853,657 728,010 138,620 27,821 908,670 191,405
Total liabilities BEE (2,038,170) (649,650) (46,425) (14,405) (264,749) (145,319)
Operating cash BEeRg
in {out) flow mA () 144,681 44,561 — (4,782) 80,877 8,606
Cash outflow in BEBRRERD
respect of ZHRE R
investing activities (503,710) (3,867) —_ — (48,025) —
Cash in (out) flow  EHEREEE
in respect of ZHRE
financing activities A (H) 286,462 (36,442) — - 65,068 (8,015)
Net operating BLERe
cash in (out) A ()
flow P (72,567) 4,252 — (4,782) 97,920 591




Segmental Information (Cont'd)

Geographical Segments

The following provides an analysis of the Group’s turnover
by geographic market, irrespective of the origin of the
goods/services:

SHEE &)
i & 5 5
KEBEHETBE S EEEIN

WT (AP EEe RER, RS2 B
) -

Turnover
B

2003 2002
—EE=E TEEF
HK$'000 HK$'000
BETFT BT
The PRC H 2,683,004 2,624,238
Hong Kong B 172,080 246,372
Overseas & o 29,409 731,125
2,884,493 3,601,735

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

TRENHEAEZREERERRE
BEEMERBDHWET :

Capital additions
for the year ended
31st December

BE+ZA=+—HL= BEE+-B=+—-ALkz2
PHREEZREE EXRE
2003 2002 2003 2002
—EE=F “EEC-F —EB=F —EEC-F
HK$'000 HK$'000 HK$’000 HK$000
BETRT FEEF T EBETFT BT T
The PRC o 752,431 2,447,005 260,872 279,093
Hong Kong EE 1,263,279 2,297,828 8,000 58,978
Overseas =g 173,534 19,203 —_ —
2,189,244 4,764,036 268,872 338,071
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Other Operating income

6. ZWETHA

2003 2002
—BEBE=H —RE=-F
HK$'000 HK$'000
BETT BEFT
Interest income B A 48,416 37,956
Gain on disposal of HEFHFRE NS
investments in securities v 46,368 71,760
Dividend income from LREZRERA
listed investments 2,832 3,732
Gain on disposal of property, HEME BEREE
plant and equipment Z i 15,995 82
Net exchange gain E R REE 23,108 8,700
Sale of scrap materials BER B - 18,052
Others H 9,012 13,432
145,731 153,714

o i b ams Lo e TN
AL v Al Jenerr SO0




7. Other Expenses

Hftx i

2003 2002
“EBRCZH —FE-F
HK$'000 HK$'000
EBETR BEFT
Impairment loss on: LATIEE 2R EEIE
Property, plant and mE  BEREE
equipment
— toll highway — WESELE — 70,467
— construction in progress — EEgIE — 45,354
— leasehold properties — HEME - 64,404
— machinery and
equipment — i REE — 164,304
— motor vehicles — A8 — 1,232
—_— 345,761
Properties held for sale HEME — 1,185
investment properties REME — 9,069
Goodwill on acquisition of WENBA s zHE
subsidiaries 20,387 —
Allowances for inventories FER® 4 20,347
Unrealised holding loss on BEESREZREREE
investments in securities 37,604 232,636
Allowances for bad and RIFEREB
doubtful debts 10,728 85,741
Allowances for loan and ERRERF SRR
interest receivables 43,810 57,232
Allowances for amounts FEAEEE DRI RIERH
due from associates 2,458 —
Loss on disposal of HEREMEIER
investment property _ 2,000
Staff redundancy cost TLE KA 1,938 —
Others H 1,467 6,573
118,396 760,544




8. Profit (Loss) From Operations 8. EEBRIH(EL

2003 2002
—EE=HF —ET-F
HK$°000 HK$°000
BYETT B F T
Profit (loss) from operations (&% 5 (BE)2MNK
has been arrived at after T3 &8
charging:
Staff costs BT RA
— directors remuneration — EEWS
(note 9(a)) (K159 (a)) 3,217 3,205
— other staff costs — HEMBIRK
(note 9(b)) (FraE9 (b)) 150,543 318,041
— retirement benefits — BAREF T EIHE R
scheme contributions, (TBREES)
excluding directors 27,196 24,679
— redundancy payment — LTExXH 1,938 —
Total staff costs EEIRA 182,894 345,925
Auditors’ remuneration =BT BN &
Current year TEE 5,427 7,846
Overprovision in prior years BEFEEBERE (381) (380)
Depreciation and amortisation W% - BEREEZITE
of property, plant and K8 85
equipment 58,346 136,522
Amortisation of goodwill FATTRIH I EERE
included in administrative
expenses 1,628 1,634
and after crediting: WErA

Net rental income in respect MEBSFE (BRI H
of premises after outgoings 1,111,000/ 7T)
of HK$1,111,000 — 12,272




9. Directors’ and Employee Remuneration 5. EZREEHa

(a) Directors’ Remuneration  (a) EBEM2
2003 2002
—EE=F ZEEF
HK$’000 HK$'000
BET T BT T
Fees e
— Executive directors — #HTEE — -
— Non-executive — ERITES
directors —_ _
— Independent — BUHTES
non-executive
directors 228 178
228 178
Other emoluments A e
— Executive directors — #HiTE=S
Salaries and other B R E AR
benefits 2,965 2,999
Retirement RARE R
benefits scheme
contributions 24 28
2,989 3,027
3,217 3,205
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9. Directors’ and Employee Remuneration (Cont’d) 9. HITERERE&®
(a) Directors’ Remuneration (Cont’'d) (a) EEH< (B)
The number of directors {including alternate directors) BRTIXAEMeEERNZ

EX (BEEXES) AR

whose remuneration falls within the bands set out

(b)

below is as follows: mF
2003 2002
—EEZF —EE-F
Number of Number of
HK$ directors directors
B BEEAE BEAH
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

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 foss

of office.

Employees’ Remuneration

The five highest paid individuals in the Group included
two (2002: three) directors of the Company, details
of whose salaries and other benefits are set out above.
The aggregate remuneration of the remaining highest

RER > AEELEREM
EEXNMEEREENA
AEEIMAREEE 2 2
BiaERBEREE-

(b) EEME

AREIZESHFMALER
ApEMA(ZEF_F: =
ZIEE  REZHEREM
FEFEBEER LN -8 TR

paid individuals, who are employees of the Group, is SHEMATAEEREBRZEERE
as follows: FEZEHETENT :

2003 2002

—BEB=F —EBFCF

HK$'000 HK$°000

EETR BET T

Salaries and other

benefits

FeRARBAE

1,551

1,680




1Q.

Directors’ and Employee Remuneration (Cont'd)

(b) Employees’ Remuneration (Cont’d)

9. EERGER&Se#w)

(b) EEME(H)

2003 2002
—EE=HF —ZEECF
Number of Number of
HK$ employees employees
B EBEAH B8 A"
Nil to 1,000,000 % £1,000,000 3 1
1,000,001 to 1,500,000 1,000,001% 1,500,000 —_ 1
Finance Costs 10. HEREZE
2003 2002
—EEZH —ETHF
HK$'000 HK$000
BEFT BT
Interest on borrowings wholly ERAFABHEEZ
repayable within five years: {£EEF 8 :
Bank borrowings RITEE 34,455 60,034
Other borrowings HiEE 16,246 17,257
Obligations under finance BMEMNEE
leases 11 10
50,712 77,301
interest on bank borrowings HBERAFARHEEZ
not wholly repayable BITEERN B
within five years —_ 36,443
50,712 113,744
Less: Amount capitalised in BoOEBRIBEZEBEE
construction in progress BRI - (4,284)
50,712 109,460
Borrowing costs capitalised during the year ended 31st —REBESRBE_TT_£+=

December, 2002 arose on the general borrowing pool and
are calculated by applying a capitalisation rate of 5.87% to
expenditure on qualifying assets.

A=+-HUEHERNEEZEERR
DERER THUEEREERXE
NB{FERLL E587%:1 8 °




11.

Taxation 11. BE
2003
“EB=F
HK$'000 HK$’000
BYFT B FT
The charge (credit) comprises: BHIBEX & (%) B85
Taxation in other jurisdictions EALFEEE 2 BB
— Current year — KFE 11,467 18,041
— Underprovision in prior —BAFEIEETR
years 238 —
Hong Kong Profits Tax EEMNEW — —
11,705 18,041
Deferred tax credit (note 20) RIEFIBEE (F15£20) (770) (5,791)
Taxation attributable to the ZERATREWBAOT
Company and its subsidiaries FE{GTHIE 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.

BFEFSHDEEABTEREER
Z175%(—EZTZF 16%):TE -
EANEHER16%REZ175% R
ZEEZ /T NEHERREE
We ARARATRENBORIERE
AYERIRET  HUEBEEVER
FIELEERERER -

EelEEE 2 HBRER FEE
BzERREIE -BREEBETEEZ
BRESR  ETARETBRMEBLE
REERENEFEERRRTEMEY
WE - BERZFRIEBRERF




19. Taxation (Contd) 1. BB &)

The tax charge for the year can be reconciled to the loss AEERBISHUEBNSEESS
before taxation as per the consolidated income statement WEiRBmT
as follows:
2003 2002
—EE=F TEFRCF
HK$'000 % HK$°000 %

BETT Bl BETT Bk

Loss before taxation AT E e (169,184) (695,566)

Tax at the average income B IGMENERE

tax rate (Note a) 2R (W ita) (51,297) (30.3) (206,442) (29.7)
Tax effect of income not EEERV R MNE

taxable in determining TTE’%@M&}\Z

taxable profit HMEweE (28,399) (16.8)  (195,401) (28.1)
Tax effect of expenses AR R

not deductible for EXoMBge

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

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

recognised RBEe 2,209 1.3 4,857 0.7
Utilisation of tax losses BESLAIRER

previously not recognised MirgE e ' (3,084) (1.8) — —
Effect of tax exemption BTREEE QR

granted to PRC subsidiaries FHBREZEE (13,104) (7.7) (22,738) (3.3)
Effect of different tax rates HEAFFAFZEERLZE

of subsidiaries operating ZHEBLBME

in other jurisdictions 2EBrzwE 16,570 9.8 67,544 9.8
Others =i 777 0.5 (174) —

Tax expense and effective FAEEREREZR

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

Notes: Bist

(a) The average income tax rate for the year ended 31st (a) BE-_EE=-F+_F=+—H
December, 2003 represents the weighted average income HEETIMERENAAETE
tax of the operations in different jurisdictions on the basis REEBEZMETHRER &t
of the relative amounts of net profits before taxation and BEERWA /Eﬂ&ﬁ BETH
the related statutory rates. EyEBRE

(b) As at 31st December, 2003, the Group had unused tax loss (b) R-ZEZ=F+ZA=Z+—-EB "
of approximately HK$231,337,000 (2002: HK$326,873,000) FEBERTHABREBEEY
available for offset against future profits. No deferred tax 231,337,000 T(Z2F =&
asset has been recognised in respect of the unused tax losses 326,873,000/ 7T) ] LA B R R
due to the unpredictability of future profits streams. AR o BRYR AR FI IR 2 T8

Pl BAERAERUBESR
BRARLEHBEE -




2.

R j’_:’:@‘/}m‘« ,g/’ﬂ

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.

BREBT

EREAEERBEELHEREH
189,528,000 T (Z B2 - & ¢
474,134,000 L) R ERE ETE]

R 2 S E R R 19 81829,734,0165%
(BT  RHEENEEHE
620,259,682 B AR LR ZFEZ
FNRREETRzZEE)TE -

HRTEBRERDEZTEEHE
ZE_RE-HER-_ZETE-_F+-A=
TBLEEEREBRD MUt
B RZAEFEsERBEES -




13. Property, Plant and Equipment 13. BE BEREHE
Furniture  Machinery Construction
Land and and and Motor in
buildings fixtures  equipment vehicles progress Total
THRER GHRREE HERRE RE EEIR 845
HK$"000 HK$'000 HK$7000 HK$'000 HK$'000 HK$'000
BEFT BEFITL BETT BEFIT BEFIL BEFTL
THE GROUP E£E
CoST RN
At 1st January, 2003  RZZEBZE-F-H 345,297 59,743 1,028,341 33,675 118,933 1,585,989
Currency realignment %@é it {1,301) 682 (3,521) 7 (419) (4,487)
Reclassification ENE 138 1,602 — — (1,740) -
Additions FE 1,778 5,902 8,390 2,329 250,473 268,872
Transfer HE 29,417 — 127,136 — (158,553) —
Disposals HE (132) (4,728) (27,883) (1,209) - (33,952)
Disposal of subsidiaries HEF B A8 (307,253) {30,105) (973,696) (31,262) (209,934)  (1,552,250)
At 315t December, 2003 RZEE=F+ZA=+-8 67,944 33,096 158,767 3,605 760 264,172
DEPRECIATION, FE BERAEER
AMORTISATION and
IMPAIRMENT LOSS
At ist January, 2003 H-EEZ£-F-H 169,337 4,052 598,776 21,692 45,354 839,211
Currency realignment EEELH (485) 724 (1,880) (65) - (1,706)
Provided for the year FRER 9,286 8,215 38,879 1,966 — 58,346
Eliminated on disposals & & % {5,199) (4,020) (14,315) (419) - {23,953)
Eliminated on disposal HEMBRARERS
of subsidiaries (115,328) (5,356) (463,927) (20,917) (45,354) (650,882)
At 315t December, 2003 R-BE=F+-AZ+-B 57,611 3,615 157,533 2,257 — 221,016
NET BOOK VALUES REFE
At 31st December, 2003 R-ZEE=F+-A=+-8 10,333 29,481 1,234 1,348 760 43,156
At 31st December, 2002 RZET -+ -A=+—8 175,960 55,691 429,565 11,983 73,579 746,778
THE COMPANY N
COST HAE
At 1st January, 2003 RZZTZE-F-8 6,824 1,488 1316 541 — 10,169
Additions AE — - 22 — — 22
At 31st December, 2003 R-EE=4+-A= 6,824 1,488 1,338 541 — 10,191
DEPRECIATION ﬁ%
At 1st January, 2003 H-TRZF-F-H 532 603 1,002 202 - 2,339
Provided for the year E A& I 285 179 135 - 770
At 315t December, 2003 R-EE=£+-A=+-0 703 888 1,181 337 — 3,109
NET BOOK VALUES BREZE
At 31st December, 2003 BR-SF=E-+-5=+-0 121 600 157 204 — 7,082
At 31st December, 2002 RZEE-F+-A=+-8 6,292 885 314 339 — 7,830
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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 Acguisition 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 {t RTIEEE
B E ART (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:
RMBS8,000,000, 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.

13.

14.

GE BRERRRE &

REER ZREARARDFAZLHR
BFHRPEAFH D@ RER

o

at

REEGAREER T =F+
A=+ —HERFEREERBE
BEROBBIEEN173,0008 T
ZEE & 2370008 L) 2 R

E‘l/\

BFRIBRERATRE

FEERZQLT

REE_EZT-—§+-R=Z+-BL
EE  AQRALETTIESEEZTEHR
ARBR ([ZBEARBF]D 18
BMOFRLRESRBREZ TR
BMABRREBIT UGS By AR
RRENREE 2 I HBERAER
BEARBFEFAEAZENHARS
230,000,000t (87 216,981,000%
7T e

TEEZELA-TZB KEEH
TREARRFITLHBEAR LS
B -REZBRZER  TBEAR
HRERAEBEREHE T2 8
B RIE - P EREARE 10,000,000
TZEEEE REAZEREIRLE
Bl ALBRNHMEE BEOA
B # 20,500,000 © # & %
19,223,000 T (= T8 ZF : AR¥
8,000,0007% © HE R #7,441,0008
) e RREMERIEEAERER
L ERENBENEREIEEE
BEH8,7740008 T (BT F :
#17,246,000% 7T) -

RENETBEHEEBRE  FHBHEA
ERRERAAEEEEARE
18,000,0007C (18 £ %X 4716,965,000%8
TT) e
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Payment for Acquisition of Land 14 ERTIHRSERERSRE ®
Deveiopment Rights (Cont'd)
The Group And The Company (Cont’d) EEEREATF (B
The remaining balance of HK$10,000,000 after allowances EERA#5210,000,0008 T (2R H
of HK$1,032,000 made in the financial statements during EZZ-EL+-_A=Z+—BUHEE
the year ended 31st December 2003, which in the opinion BB FEL #1E1,032,000% )
of the directors, will be recoverable from the People’'s TREZEEARBFEKE - KB 5IE
Government of Li Qiao Town, is classified as other RIEE=ZFT_AZ+-BZER
receivables as at 31st December, 2003. U ERE -
Goodwiil i5. BB
The Group
FEH
2003 2002
—SE=F —EE-F
HK$'000 HK$'000
BETFT BB T T
CosT AREE
At 1st January =l = 33,082 33,203
Arising from acquisition WENBLARMES
of subsidiaries 387 —
Eliminated on disposal HEMB LG R
of subsidiaries —_ (121)
At 31st December RT-—A=+—8 33,469 33,082
AMORTISATION AND BHEREE
IMPAIRMENT
At 1st January R—H—H 2,129 495
Provided for the year FREE 1,628 1,634
Impairment loss recognised B RERREERE 20,387 -
At 31st December Wt+tZRAR=+—8 24,144 2,129
NET BOOK VALUES REFEE
At 31st December wt+=ZA=Z+—8 9,325 30,953

Goodwill is amortised on a straight-line basis and the

amortisation period for goodwill is 20 years.

BEAESREEUBHEZENHE ) -

TEEE -
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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/Receivabies due

BE @)

HitaofTil - FEER-_FERE=
A+NABETZRGEREALETung
Fung Hung Investment Limited ([ &
FANEHERTE=F EEZR
IEREEEERERD 2 REBERER
BEFRFUEE BB ZRERES
1B 49520,000,0008 7T - it - &
PEERGERARNRE -

RHELEZETR BERE

from Subsidiaries/Payables due to AREE/BEHBLAFRE
Subsidiaries
2003 2002
—EB=F T &
HK$’000 HK$°000
BETT BEFT
Investments in subsidiaries A B AT 2RE
Shares listed overseas, at cost E¥ EFRY - R KE 139,703 228,703
Unlisted shares, at cost FELTRG  BRAE 85,037 91,263
224,740 319,966
Market value of listed shares LHRRDZH1E 69,885 10,530
Receivables due from FEWH B 2 B 2 BB
subsidiaries
Amounts due from subsidiaries fi{ B 2 T 2 A& 3,782,343 3,876,129
Less: Allowances B (1,933,159) (2,134,348)
1,849,184 1,741,781
Payables due to ENMEBAS ZRIE
subsidiaries
Amounts due to subsidiaries XK BA T2 HIE 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.

BURENKHBLEZRERER
A Z2EREETENRY - ZE5RE
BER—FENEE  #AMEFREBE
B -

Arrivel fepel 2003
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Investments in Subsidiaries/Receivabkles due

from Subsidiaries/Payabies

Subsidiaries (Cont'd)

Particulars of the principal subsidiaries at 31st December,

2003 are as follows:

Place of
incorporation/
registration
and operation

due

Issued and

fully paid
ordinary

share capital/
registered capital

to

16. RUELHzZRE BEBE

LEEE EFHEELATRE
()
RZEE=ZFE+ZH=+—-8 8%
EMBARZHEBNT

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

gmAEY,/EH BETRBEZ KARBBECDRT
Name of subsidiary RE&EH LERRE/ BA/#EMEX  Principal activities
HELAER 2 Fiig - EEZLH TEEH
Directly Indirectly
EE B
% %
MRI Holdings Limited Australia (note a) A$31,184,116 — 57.26 Investment holding
("MRI", formerly known BN (H5ta) 31,184, 1162 T BEER
as Australia Net.Com
Limited) (note d)
(TMRIJ - 8778 Australia
Net.Com Limited )
(Hiid)
China Pharmaceutical Hong Kong HK$2 - 57.26 investment holding
Industrial Limited e 25T "EER
(note d)
HERETXEEERLA
(fistd)
China Enterprises Limited Bermuda(note b) Supervoting 33.27 24.84 investment holding
(“China Enterprises”) BEE (M3tb) Common Stock {note b)  (note b) RAER
(note d) Us$30,000 (B zb)  (HiEb)
(f3zd) Common Stock
Us$60,173
Maknzse
EER30,0005
EEIR60,173% T
Zhuhai Zhongce Property British Virgin Us$1 — 100 Holding of land
investment Limited islands I development
(formerly known as HERLTHE project held for

Talent Shop Investment

Limited) (note d)
HERRELERE

ERLD(MBEERE

AR L)

(Fied)

resale
BEIHEBREEE
MAEEE
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Investments in Subsidiaries/Receivables due 16.

from Subsidiaries/Payables due
Subsidiaries (Cont'd)
Issued and
Place of fully paid
incorporation/ ordinary

registration share capital/
and operation registered capital
BRAL/ MR BRETRARZ

to

RREBLHEHzZET Bk
BT /BERELS
RE (&)

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

Name of subsidiary S LERKE/ BE/EMELX  Principal activities
WELRER 2 E EmEX EEZLE TEER
Directly Indirectly
EE aE
% %
Tung Fong Hung British Us$10,000 — 100 Manufacture and
(notes ¢ & d) Virgin Islands 10,000% 7T trading of chinese
RAH (B #ckd) EERUEE and western
pharmaceutical
products
PRERHERES
Notes: BiE -
a. MR operates both in Australia and Hong Kong and its a. MRIZRME BB EER

shares are listed on the Australian Stock Exchange. MRI
and its subsidiaries are mainly engaged in the investment
holding activities.

b. China Enterprises operates in both Hong Kong and the
PRC and its shares are trading on the Over the Counter
Bulletin Board of the United States of America. The
Group holds a 55.2% effective equity interest and an
88.8% effective voting interest in China Enterprises.

c Tung Fong Hung operates in Hong Kong, the PRC and
overseas.
d. These companies are limited liability company

incorporated in the respective jurisdiction.

None of the subsidiaries had any debt securities subsisting
at the end of the year or at any time during the year.

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

ERORBNEHFZTHMLD
MRIREMBL AT ERERER
B

b. China Enterprises R EER T H

MR HROREEBIE
SHBEREE -ASHEESE
55.2% 2 BHRIR A 2252 88.8%7
ERRRE

<. EAUREE TRESIEE

B

d. AR Ea 2 EERBHEMRY
ZBEREFLAE -

&M 2 B SRS R (R R AR
BEEADAERIERES -

ERFAIDARANEERRIERE
AERZEBNEAEHMEERAR
ZERBOHZAKERBRA - A0
REERARIAMMBRAZEH
BEREBHE -




17. Interests in Associates/Receivables due from 17. RESLRzES HEHS
Associates/Payables due to Associates LFRE BARELASRE
The Group The Company
FEEH b NN
2003 2002 2003 2002

ZBE=f B2 _F ZBE=f —FTT=-F
HK$000 HK$'000 HK$°000 HK3$000
EBETT EETFT BY¥TT E¥Fro

Interests in associates REg Rz Es
Share of net assets FrihEEFE 531,015 714,070 —_ —
Goodwill wmaE
At 1st January m—A—H 90,637 20,136 — —
Arising from acquisition WEBERRMES
of associates — 91,784 — —
Less: amortisation JB B (9,178) (1,147) —_ —
Realised upon dilution of RN
interests in associates FEFRFEIR —_ (20,136) — —
At 31st December R+—R=+—8 81,459 90,637 —_ —
Negative goodwill AEE
At 1st January wm—HA—8 (123,379) — —_ —
Release of negative goodwill R EFE 12,338 — — —
Arising from acquisition IWRERE & 1 F)
of associates FRESE — (123,379) —_ —
At 31st December B+-A=+—A1 (111,041)  (123,379) —_ — |
|
Unlisted shares, at cost ELMRG |
B AE — — 2 2
Unlisted convertible notes FE U B i 2 B
due from an associate 3F FTE R R
(note i) =g (B aEi) 84,800 84,800 — —
Loans receivables due from FE Uk B & 7
associates (note ii) BEREWE (F i) 260,312 84,323 — —
Less: Allowance B B (23,398) (10,686) —_ —

321,714 158,437 —_ —

823,147 839,765 2 2
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Interests in Associates/Receivables due from 17. RET2ATZES8 /BREDL
Associates/Payables due to Associates (Cont'd) BRY, ERREAENRE @)
Notes: Ffex -

(i The carrying value of the unlisted convertible notes at 31st {i HIFEFR-FEZET-A
December, 2003 (2002: HK$84,800,000) represented :+—BZF§@@(:$§:f :
investments in convertible bond (“Wing On Bond") issued 34;5_300,000?3?&5{]@77;?%‘17}55
by Wing On. The Wing On Bond is interest bearing at 2% %qu%ﬂi%%(rﬁﬁfﬁ%J)z}i
per annum and is due for redemption on 19th April, 2004 ﬁ *ﬁiﬂiﬁﬁwﬁiﬁﬁﬁ '
at HK$84,800,000 with accrued interest. It entitled the LEAR=FZEEDATABU
holders at any time after the date of the issuance of the 21,809,000;%%@%‘:3?@ P RK
convertible bond and up to 19th April, 2004 to convert the lﬂ%ﬁif’ﬁﬁﬁ}\%ﬂ AR A
Wing On Bond into shares of Wing On at an initial %Hﬁfﬁ%%ff?g@ﬁ%:gg@
conversion price of HK$0.32 per share (subject to ’*@ﬁfﬁ_a %%ﬁﬁﬁﬁnfﬁ
adjustment). BE0IZET KR EHTRES

LA THRE) -
Subsequent to the balance sheet date, the Group entered 56%5%45& ' ZK%@?;@*QQ
into a new conditional convertible agreement with Wing {iﬁﬁf’%ﬁﬂ?ﬁﬁxtﬁﬁ,_‘ Bt
On pursuant to which Wing On will issue the convertible KE @ E @B TTFiﬁ ®
bonds with principal amount of HK$155,000,000 to the 155,000,000/ 7T 2 3] AR R 55 -
Group, of which HK$84,800,000 will be settled by the §i§41§90r000>%7£ﬁ%*§§5%3<
cancellation of Wing On Bond. This transaction has not yet ?{E%E'j cHEXRZRARE
completed at the date of this report. BHORTA -

(ii) The amounts are unsecured, carry interest at the prevailing {ii) MEEBEHBEER - BEWEH
market date and repayable after one year from the balance EHBREREERE—E@
sheet date. g -

Goodvyill .is amortised on a stréigbt-line basis and t‘he HEFZEGEESTESEE-ERE

amortisation period for goodwill is 10 years. Negative A+EBEEBRA -

goodwill is released to income over 10 years.

The Group The Company
TEH b NN

2003 2002 2003 2002

ZEBZF —_TET-F Z8BE=HF —TT_F

HK$'000 HK$'000 HK$000 HK$'000

BE¥TFrT EETFT BETFTRT EETFT

Receivables due from FE W Bt A R IR
associates

Amounts due from associates BE DI REK 6,294 60,535 719 14

Payables due to associates BB ¥ QS HE

Amounts due to associates g WNCIE 185 189 185 187

Market value of listed e Lom LmiRG

shares in associates ZTHE 325,245 567,143 - —_—
The amounts due from/to associates are unsecured, non- [EU /BB

interest bearing and repayable on demand.

BRERKEE -

LRRIREREEAR 28R

| Agvta] Hepong 2008




interests in Asscciates/Receivables due from 17.
Associates/Payables due to Associates (Cont'd)

Particulars of the principal associates at 31st December, 2003

are as follows:

REBATZES BEBEL
BaE /BER2AR8E @)

RZEZ=ZF+-_F=+—H £=*
BRMENTZHERT
Proportion of

nominal value
of issued share

Place of capital/ registered
incorporation/ capital held
registration/ Place of indirectly by

Name of associate establishment operation the Company  Principal activities
TARBE
BEREYL/ BECE®A
gRig/ TEXK BE/EMER

BELRER ok 2B EEzLA TEEH

%

Apex Quality Group Limited British Virgin Hong Kong 22.65  Hotel and leisure related
(“Apex”) (note b} Islands and PRC business
(Wiith) RERLES FEERTHE BERKBIEBES

China Velocity Group Limited Bermuda Hong Kong 22.65  Property investment and
("China Velocity”, formerly EE-33 and PRC development in the PRC
known as Rosedale Hotel Group EERBE HEINERERER
Limited) (notes a and b)

TESE(EE)ERRT
(MFE=R] - A8
BEEEEEARRLRA) (Hitakb)

Wing On Travel (Holdings) Bermuda Hong Kong 32.21  Business of providing
Limited ("Wing On", formerly ERE B package tours, travel
known as Ananda Wing On and other related services
Travel (Holdings) Limited) RFEEER KE-
(notes a and b) REMEBRE

XRIREER)ERAE ([KR] - A
REXRRE (2K
BRRE) (Hztakb)

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) EERTEH accessories, securities

EARREEERLA trading and engaged in
(TRAM&Al) (Wita bRd) the business of natural

supply, storage and
related services

EEUBREAERLE &3
EERNERAHRE BE
KBRS

Hangzhou Zhongce Rubber PRC PRC 26.00  Manufacturing of tires
Company Limited (note ¢) H# FE By

M REBERAF (K
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Interests in Associates/Recelvables due from 97, REDABEzH8 EHEHEA
Associates/Payables due to Associates (Cont'd) BGRT/ ORBETARGRE @)
Notes: Fitst
(a) The shares of China Velocity, Wing On and Dong Fang Gas (a) TEEE KEREFREZR
are listed on the Hong Kong Stock Exchange. MREBMZA LT -
(b) These companies are a limited liability company incorporated (b) WEHABRZEEZBRATE -
in the respective jurisdiction.
(c) This is a PRC sino-foreign equity joint venture. (c) HTENEEER-RF -
(d) On Sth March, 2004, Dong Fang Gas and PCCW Limited (d) ZEEHEEZRAB  REHME
("PCCW", a company with its shares listed on the Hong REREMERLOS([EAR
Kong Stock Exchange) jointly announced that Dong Fang Bl HROREBEZM LT
Gas conditionally agreed to purchase certain properties HAEHR EARREHRERE
interest including shareholders’ loan due to PCCW for BEETUREXR(BEREAR
consideration of HK$6,557 million. Following the completion BzREER) RKRESB
of the above transaction, the Group's interest in Dong Fang 6,557,000,000% 7T - ¥ Ll R 5
Gas will be diluted from 43.06% to 2.83%. At the date of TRE AEBREFREZE
this report, the above transaction has not yet completed. R H43.06%EFE283% 1
Details of these are set out in note 40. FHEEH LRTBMAT
R ZHHBERAMEL0-
The following is a summary of the most recent published financial NWTEARENFETIERE NIRRT
information and unaudited management account of the principal LR BEERRNRIEE=F+2A=T
associates held by the Group as at 31st December, 2003: —BERGEGEEREHME
Consolidated results for the year: FEIZGEEEE
China Dong
Velocity Wing On Fang Gas
Apex HEFHE xR REREK
1.1.2003 1.1.2003 1.1.2003 1.1.2003
to to to to
31.12.2003 31.12.2003 31.12.2003 31.12.2003
ZERZHF “EBEZF —_FB=F ZBB=F
-f—B%Z —BA—RBR® —F—BE —B—HEZ%E
TEBEB=F ZEBERE-F ZES=ZF ZEBEZF
t=A +=A t+=A +=A
=+—H =+-—8 =+-—8 =+-8
HK$’000 HK$'000 HK$000 HK$'000
BEFT ENKTFT BETFT E¥FXT
Turnover XS 7,850 132,583 1,416,235 124,088
Net loss for the year FEEERER (1,403)  (170,207)  (370,972) (88,435)
Net loss for the year AEBREENEE
attributable to the Group BiEFE (317) (48,604)  (106,078) (38,080)
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Interests in Associates/Receivables due from 17.

Associates/Payables due to Associates (Cont'd)

Consolidated financial position:

Apex
At

REBLRCER BEHEL
ARE/BARELRRE B

SEaBMBMRR
China Dong
Velocity Wing On  Fang Gas
TESE XE RFRK
At At At

31.12.2003 31.12.2003 31.12.2003 31.12.2003
R-SE=F N_ES=-F W-ZEZ=F RZ-82=F

+ZA +=A” +=A +=A
=+—H =+—-H =+t-H =+-H
HK$000 HK$°000 HK$°000 HK$'000
BEFIT EBETFT FBEF T EEFT
Non-current assets ERBEE 1,592,960 576,167 462,838 245,434
Current assets REBEE 84,038 37,515 644,513 454,057
Current liabilities FEBAE (143,811) {122,951) (554,689) (525,958)
Non-current liabilities ETBEE (1,018,106) (126,638) (229,563) —_
Minority interests PEREER (72,058) (30,930) {29,778) (15,132)
Net assets BEEEE 443,023 333,163 293,321 158,401
Share of net assets FEBREHEE
held by the Group: JEEZE
As at 31st December, R_EEZF
2003 +-A=+-8 100,325 75,461 114,041 68,207
Market value of listed AEEFHBEL LT
shares in associates ETRHBTWE N/A
held by the Group TEA 72,245 118,000 135,000

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

LRAGIESRAIEFELRERE
ZEEREAEEBFEEZLERNAND
ZEESEBERE - EERAFNE
HBERRZEERCRBRON
£




18. Receivables 8. BEREB®
The Group The Company
KEE b NN
2003 2002 2003 2002
—BE=E —TT_F ZE2E=ZF BT
HK$'000 HK$'000 HK$’000 HK$'000
BETFIT BEFIT BETFT EBETFT
Loan and interest receivables FEU B 2 & B R B
— secured (note a) — BIEE (HiFa) 242,967 230,300 - —_
— unsecured (note b) — IR (f75Ep) 297,124 493,848 33,725 82,529
Receivable due from related EWEHERQT
companies (note ¢) T (B stECc) 10 6 - —
540,101 724,154 33,725 82,529
Less: Allowances B EE (138,356) (94,546) — —
401,745 629,608 33,725 82,529
Less: Amounts due within A —E R
one year and shown 7 B 16 7t B
under current assets BEZRIE (370,459) (607,022) (14,586) (59,943)
Amounts due after one year —EBBIE 2 A 31,286 22,586 19,139 22,586
Notes: Bigr -

(a)

(b)

Included in secured loan and interest receivables were
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 Luckiong. 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.

(a)

ERAEREEUNMBRRES
A& # Danwei Ltd. ([Danweil)
% Lucklong Venture Ltd.
(fLuchongJ) #3128,183,00078 7T
(ZBE=E : 121,500,000 72
&”7114784000/%1(*: z Z
F : 108,800,000/ L) 2 HE -
AREzBEEAEERT ([BXR
+J )%Danwm&LucklongZ%T%
B -MAQNEZEH frﬂﬁiz*é?
TE $§ s5R% E)Tf*’-b$
EPREZEER Danwe«&
LucklongZ Z > Danwei Rk
Lucklongi & 2 %?%%?Q‘Hﬁ’/}
BzROZTEE ELEFEH
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Receivalbles (Cont'd)

Notes: (Cont’d)

Details of the receivable due from related companies are as

18. BERES &
W (18)

{9 FEURBELATHEZEEDNT

follows:
The Group The Company
TEMN b N
2003 2002 2003 2002
—BE2=HF TT-F ZEBR=EF —FTT_F
HK$°'000 HK$°000 HK$’000 HK$'000
BEFT EY¥FT BEFT FEEFr
Paul Y. — ITC Management REZZEETE
Limited BRA A — 6 — —
Paul Y, — ITC Construction REEFHEZE
Holdings Limited ER QA 5 — — —
ITC Corporation Limited EXRMEEEARAT 5 — - —
10 6 —_ —
The amounts are unsecured, non-interest bearing and are ZERERELER 2IRERE
repayable on demand. BEREE -

Paul Y. — ITC Management Limited is a wholly-owned
subsidiary of substantial shareholders of the Company. Paul
Y. — ITC Construction Holdings Limited (“Paul Y. — ITC") is
a substantial shareholder of the Company and {TC
Corporation Limited is a shareholder of Paul Y. — ITC.

REEHERERAFTR/AAT
TERRZZEAMBAR - RE
BREEARAAIREERNA
ARTEERE MEALEE
EER A AEREREEZR
e




Investments In Securities

19. BHET

The Group The Company
TEE b N
Other investments Other investments
HeKE Hih®E
2003 2002 2003 2002
—Eg=F -E2E-_F ZBBE=ZF —FT-HF
HK$'000 HK$000 HK$'000 HK$'000
B¥FTr BEFT BY¥TRT ABE¥FI
Equity securities: BRRES
Listed Badiil 140,053 265,931 — —
Unlisted JEETH 36,314 46,952 8,792 9,892
176,367 312,883 8,792 9,892
Debt securities: E¥%E
Unlisted LT 43,421 49,540 — —
Club debentures 2 RTE & 825 825 825 825
Total BEr 220,613 363,248 9,617 10,717
Total and reported as: et R IE
Listed i)
Hong Kong &% 112,800 239,016 - —
Elsewhere Hupip s 27,253 26,915 —_ -
140,053 265,931 — —
Unlisted L™ 80,560 97,317 9,617 10,717
220,613 363,248 9,617 10,717
Classified under SEA
Current &) 2,930 37,363 — —
Non-current EFRE 217,683 325,885 9,617 10,717
220,613 363,248 9,617 10,717
Market value of EHESRZ
listed securities miE 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
(2002: HK$52,984,800), representing 4.1% (2002: 10%)
interest in Ming Pao Enterprises Corporation Limited ("Ming
Pao"). Ming Pao is incorporated in Bermuda and is listed on

the Hong Kong Stock Exchange.

e

ERITEAR_TE=F+ /=18
LEEERENARCEER AR ([HR))
A% (—TEF  10% 2% EESE
32,902,000 T (ZEZE - F : 52,984,800/%
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20.

21.

Deferred Tax Assets

The following are the major deferred tax assets recognised
and movement during the current and prior accounting
periods:

20.

BERERE

UTARTHRETHRRR L EE
BELEHEEEREZHER

Bad and
doubtful debts
and allowance

RERRRE
HK$'000
T T
At 1st January, 2002 RZEFEZHE—-H—B

— As previously reported — NAT IR -
— Prior year adjustment — LFERAE 7,663
— As restated — ME7Y 7.663
Credit to the consolidated income statement HARSKRER 5,791
At 31st December, 2002 MRZEE-_F+ZA=+—H 13,454
Credit to the consolidated income statement AR AE W AR 770
14,224
Realised on disposal of subsidiaries HEMBLASHER (14,224)
At 31st December, 2003 RIBEEZE+ZA=+—8 —

Other Asset 1. ERBEE

The amount represents cost incurred in connection with a
land development project in the PRC. The project is a land
development of I8 & & E % B (formerly known askk/B™
EILEEE%E) located in Long Shan Development Area,
Doumen District, Zhuhai City and is to be jointly developed
with RETE LT EEEEEBEE. The Group is entitled to
the exclusive development right to the project and aiso 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 whiist 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.

HBEREANTHBERABELZK
K- ZRERWETRERE (FER
BTMELERERR) c T BRE
B URKEETAMERLERE
HEEETELISEEEREEH
F#g TREFFRE2BXER
BEREERNDBLHUNBRRE (B
HEE]) - FRETEBERBENE
HEMEEETIHREAS -

REBREREEZ K E190,000,000/
TEBXREERERNEN  MAEE
Z X A E%39,000,0007T HERY
36,596,000 L) MG AR IEE T %
=330
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21.

22.

Other Asset (Cont’d) 21.

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.

AHBE®

HREEREMCEEARERE &
HWEEMEEZHMATIERD A
E o

EXC2ZBUMLEMRLETES
EFFEGETEEREEZREE
TEFEERESSE -

Inventories 22. #H
The Group
TER
2003 2002
—EBZHF ZEECF
HK$'000 HK$'000
BEFT EETFT
Raw materials o 12,146 330,660
Work in progress T8 & 163 21,414
Finished goods S 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).

Ll ERTERFEENEZERT
B (ZEZ 5 330,660,000 )
R #IR 254,667,0008 T (ZBE=
F 475,670,000/ 7T) °

RERIHZHFE
2,459,991,000B L (Z B E - F
3,052,768,000/& ) °




23. Trade Debtors | 23. BERESHEBES

The Group allows its trade customers with credit period REF-—HRETEH5XPAHNE
normally ranging from 90 days to 180 days. The aged analysis 1808 2 HEH - REEAZEKRE

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

The Group
rEE
2003 2002
—EE=F —EFC

HK$’000 HK$000
BETTT EBE 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. BFER ERETSERE

Charges HEE
Included in creditors, other payables and accrued charges BRI HAEBHREREFER
are creditors with the following aged analysis: BETIRE 2 BT RIE
The Group
rEH
2003 2002
—g$=fF -—TT-%F
HK$'000 HK$°000
EBET T T T
0-90 days 0% 90R 39,468 219,156
91-180 days 9121808 1,413 48,641
Over 180 days 1808 BA £ 813 109,345
41,694 377,142
Add: Other payables and o E AR 5 R
accrued charges B ER 43,252 515,022

84,946 892,164




25. Payables

25. BERY
Details of the payables are as follows: BNREZHBNT
The Group The Company
TEH b N
2003 2002 2003 2002
—Eg=H ZEE-F “EBBE=HF -“ET-F
Notes HK$'000 HK$°000 HK$'000 HK$'000
o3 EBETFT EETFT BY¥Fr EETr
Payables due to related  FEfTEE &
companies NGIE@r:] (a) 201,286 272,184 198,105 228,144
Payables due to ENE=F
third parties =E (b) 77,795 — 50,603 —
279,081 272,184 248,708 228,144
Less: Amounts shown BB AR ED
under current BE
liabilities E O} (34,611) (46,155) (5.430) (2,115)
244,470 226,029 243,278 226,029




25. Payables (Contd) 25. BHRE @

Notes: et
(a) Details of the payables due to related companies are as (a) EABELSZRESERT
follows:
The Group The Company
ey YN
2003 2002 2003 2002

ZE -ET-F —BEZE -BT_fF
Notes HK3$'000 HK$°000 HK$'000 HK$'000
i BEFT EETT  BETZ  BETR

Natian Cheer Investment TEEREERDA
Limited (i) 192,675 122,702 192,675 122,702
Hanny Magnetics Limited inéﬁ‘ﬁ*““ﬂﬁﬂ (i) 1,076 104,595 1,077 103,457
{TC Management Limited BELEEEERLE (if) 519 42,937 519 35
Paul Y. Project Management PaulY.PrmectManagement
International Limited International Limited {i) 2,314 1,879 2,313 1,879
Mass Success International Mass Success International
Ltd. Ltd. {iii) 1,251 Al 1,251 7
Paul Y. — ITC Management EEEHEEERAT
Limited (i) 450 - - -
Micro Tech Ltd. Micro Tech Ltd. (i) 270 — 270 —
Cycle Company Limited and  MSBERLFAR
Gunnell Properties Limited Gunnell Properties Limited (i) 693 — - -
ITC Corporation Limited BHELCEEEERAT fii) 744 - - -
Paul Y. (E & M) REREERLT
Company Limited (i) 1,014 — - —
Paul Y. — ITC (E & M) REBHREIR
Contractors Limited Bl AE (i) 280 — - —
201,286 272,184 198,105 228,144
All amounts are unsecured, carry interest at prevailing Fﬁ*ﬁ AR AERRREENT
market rate. Except the payables due to Nation Cheer FEFE -BRENEERESR
Investment Limited (2002: Payables due to Nation Cheer TZ A (ZEEF FEH
Investment Limited of HK$123,702,000 and Hanny Magnetics ﬂj EHREBRLZH
Limited of HK$103,327,000) which are repayable after one 123,702,000%7@&&%@@%%5&
year from the balance sheet date, all remaining balances B Z FIE103, 327‘000/% 7T) ﬁ ‘
are repayable on demand. REEBR—FEEEN  H ‘
BEEHAEENEE - ‘
Notes: Hia
(i) The companies are wholly-owned subsidiaries of 0] HZERABAD _!Igﬁﬁ
substantial shareholders of the Company. Hz2EMER
(i) ITC Management Limited is a wholly-owned subsidiary (i) BECEEHEERD _1753
of ITC Corporation Limited, a shareholder of the EErEEERRD
Company’s substantial shareholder, 2BEHBRAE - /E?ﬁt%

REER2AABER
ERRZBE -




26.

25. Payables (Cont'd) 25. BEE®RE(
Notes: (Cont’d) Kisz o (8&)
(a) {Cont'd) (a) (%)
(iii) Mass Success International Ltd. is an associate of a (iii) Mass Success
substantial shareholder of the Company. International Ltd. AR
NTEREZBELT -
{b) The amounts are unsecured, carry interest at prevailing (b} BEFENEEERETBHE
market rate. Except the payable of HK$51,795,000 HE RBRENKEARES-FEL
{2002:HK$Nil) which are repayable after one year from the F1EE 7 BT FRIES1,795,000/8
balance sheet date, all remaining balances are repayable T(ZERZF BELN  #HE
on demand. HEREREEE -
Share Capital 26. BT
Number
of shares Value
ReEE BE
HK$’000
BT T
Authorised: EE
Ordinary shares of HK$0.10 SR EE0.10E T2 TER
each at 31st December, RIEEFER
2002 and 2003 —EE=F+-R=+—H 8,000,000,000 800,000
Issued and fully paid: EEBETRAR
Ordinary shares of HK$0.10 @H&L@EO 1WWETTZ ERE
each at 1st January, 2002 R-oEE-—&F—-F—H 460,978,942 46,098
tssue of shares BITER 92,000,000 9,200
Rights issue of shares Bl & AR 276,489,471 27,649
Ordinary shares of @Hﬁ@@o 108 T2 B
HK$0.10 each at RZEE-E+ZF
31st December, 2002 =+—H 829,468,413 82,947
Exercise of warrants TERREE 27,126,674 2,713
At 31st December, 2003 R-BEE=F+=-A=Z+—8 856,595,087 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.

REBEZE_FZE-E+-B=+—BILEE
W H27,126,674 FREEI0ETZAA
—T EZBR0.16E T2 EE1T$27,126,6741%
RRELIRET - ZERFRBITZIROE
Xﬁﬁéﬁi"“ﬁi%ﬁﬁﬁﬁ R AT EE




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. BREE

BBERRAIRIRBEFTEN 2 0
REEELECHBABREENA
BEE RENAHEE_TTZ=F
TZR=T-H(EREEME) #E
AOBEENRERNSRABEER
0.16/8 7T (7] T:E) RE —RALF
RO - ALARREZTHEEDE
AT

Number of
outstanding warrant

RITEZREBHE

At 1st January, 2003 RZEZE=F—H—E

Exercised during the year RERNITE
Lapsed during the year RER KK

165,893,682
(27,126,674)
(138,767,008)

At 31st December, 2003 HZEE=ZH+_A=+—8H

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
the year are set out in note 26.

R-BEE=E+-F=+—H A&
RIERBREBCDEXRR  MEZERARES
FREEESREE ARE138,767,008/ A4
FEREELIOET G -

FRAERBIEAREE CHBHHNME
26°




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.

28. FKIEE
KAT
—AAZEHE

ARAR-ANZFLAZTERBITHA
BERENE ZHEatBRMEHET
FREM - BEHBZER  R2FARAEAR
AIREMBLARICEFREERTEREL
RBADBZERR XML BRBUBTZH
B-RUFBIEIRENEREERAEAR
BERHED) - BBE (A THE) IRE
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B—ANZFHEATUEGT (2T F
510,000  HERALENE BEBITRG
#0.061%) - RE- NN ZFHETHRE 2
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28.

Share Options (Cont'd)

The Company (Cont’d)

The 1992 Scheme (Cont'd)

28.

A summary of the movements of share options under the
1992 Scheme during the year ended 31st December, 2003

are as follows:

EQF (F)
—AAZFEiHH (E)
—ANZEHBETERERBE

SEPSETCBS+-BUERY
EHEEMT

Number of shares under option

BRESR2BRAHE
Outstanding
Outstanding Surrendered/ at
at lapsed 31.12.2003
1.1.2003 during R-ZEBZE
Exercise R-BEZF the year +=A8
Date of grant Exercisable period price -A-8 FTARE/ z+-4
BHAEE ATERHE AEE HARTE P31 HRTHE
HKS
B
12.1.2000 18.1.2000 to 17.1.2005 3.145 75,000 (75,000) —
ZETEHR ZEREE-ATNEBE
—B+zH ZEERE-FETtH
Total for directors 75,000 (75,000) —
EzRNRESY
Employees
=
14.2.2000 16.2.2000 to 15.2.2005 3.702 435,000 (435,000) —
ZZFTF “ZEFRE-R+HE
ZA+TEA CTERRE-A+AHE
Total for employees 435,000 (435,000) —
EEEMELE
Grand total 510,000 (510,000) —
ga b

Mgl
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28. Share Options (Cont'd) 28. WG #®

The Company (Cont’'d) ERF (E)

The 1992 Scheme (Cont'd) —ANZENEN(E

A summary of the movements of share options under the
1992 Scheme during the year ended 31st December, 2002 is

—ANZFHEETZBRERES
TEE_E+-_A=+-BLEEZ

as follows: EYHEMT
Number of shares under option
BREYRZBGEE
Surrendered/
Outstanding lapsed  Adjustment  Outstanding
Exercise at during due to the at
Date of grant Exercisable period price Notes 11,2002 the year  Rights Issue 31.12.2002
R-g2-F put2 a3
-R-H ERNE EEEFR +t-A=+H
REAH JrEaE k3 Wit HATE %% fLBE HRTE
HK§
A
211.7.1997 21.7.1998 t0 20.7.2002 6.060 i) 9,750 (9,750) - -
“ANtE “MANELAZ+-BE
YAz+-A “FECELRC4R
12.1.2000 18.1.2000 to 17.1.2005 3.440 {ii) 50,000 - (50,000) -
Z%%% “RTEF-ATARE 3145 (i) - - 75,000 75,000
-AtzH “ERRE-AT4A
Total for directors 59,750 (9,750) 25,000 75,000
Employees
21.7.1997 21.7.1998 to 20.7.2002 6.060 ] 27,000 {27,000) - -
~AhtE ~hANELRZt-BE
tAzt-8 ZRECELACTH
14.2.2000 16.2.2000 to 15.2.2005 4.050 (i) 290,000 - {290,000) -
IEE%E ZEERECA+ARE 3.702 (ii) ~ - 435,000 435,000
ZhTBA ZEEREZATER
Total for employees 317,000 (27,000) 145,000 435,000
ERBRELY
Grand total 376,750 (36,750) 170,000 510,000
i

e al

T DR BT B




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 shareholiders.

There were no options granted under the 2002 Scheme.
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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 HKS$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.

28. WIREG &)

i RN
China Enterprises

China Enterprisesi® — AL E R A
TARMITERARBRESE - i
BAFEMABETEANEN - RE
#l 72 3% » China Enterprisesf
China Enterprises R EHBRE 2 ®
BRAERER(ESNTEBER)ETE
5% ¥ 1L 3288 China Enterprises2 & B
8% - ERAB910,0000R A (5 - EFELE U
BVETZRE - BUFBEIZEERN
EREMAE BERCERBERR
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EoETEEREBRENARETE
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RIBZZE+-AZ+—H I8
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28. Share Options (Cont'd) 28. BERE @®

Subsidiary (Cont’d) HEAR (&

China Enterprises (Cont‘d) China Enterprises (&)

A summary of the movements of share options under the China Enterprisesl i3 T I T &
share option scheme of China Enterprises held by employees EMPERERERAZEIHREN
during the year is as follows: T

Outstanding Surrendered/ Outstanding

at lapsed at
Exercisable period Exercise price 1.1.2003 during the year 31.12.2003
R-ZEB=F
FRARE, +=A=+-8
ATEERE TEE R-IBE=F—-A—H E3d o RATE
us$
Ei
3.2.2000 to 2.2.2010 9.9375 20,000 (20,000) —
ZEREF-_A[AZHE '
—E-TF5-A-H
There were no options granted/lapsed under the share REE-BEZ _E+-A=+—081
option scheme of China Enterprises during the year ended % WEIEE China Enterprisesi
31st December, 2002. BB R HERE ERERE -
29. Reserves 29. @3
Special Capital
Share capital redemption
premium reserve reserve Deficit Total
53 ¢
R EE -8 1 BEHE B4 88
HK$'000  HK$'000  HKS'000  HKS'000  HK$'000
BETR  BETR  BETT  BETR  BRTR
THE COMPANY RAF
At 15t fanuary, 2002 R-BE-F-/-8 1,876,729 414,881 233 (1,044,907) 1,245,936
Premium from issue of shares REAROMELZEE 20,619 — — — 20,619
Net loss for the year AEZEEFH - — - (112,550} (112,550)
At 315t December, 2002 RIBE-F+ZE=+-8 1897348 414,881 233 (1,157,457) 1,155,003
Exercise of warrants TRRRE 1,628 - - - 1,628
Net loss for the year TEREREE - - - (94,357) (94,357)

At 31st December, 2003 WIBRETZESZA=T-E 1,898,976 414,881 233 (1,251,814) 1,062,276




29.

30.

Reserves (Cont'd) 29. 0 #®

The special capital reserve of the Company represents the
amount arising from the capital reduction carried out by
the Company during the year ended 31st December, 2001.

At 31st December, 2003 and 2002, the Company had no
reserves available for distribution to shareholders.

AARZHENERBBERRLADTR
EEE—F+_AZ+-HILE
EAETERBREEEZ2EHE -

R_ZB=ER-_FTFE-F+-R=
B ARV EAERAETHRE
2R e

Bank Loans And Other Borrowings 30. SINEREREGER
The Group The Company
TEE b ]
2003 2002 2003 2002
—EE-F —RFT-F ZBE=F —_ET—-H
HK$°000 HK$°000 HKS$’'000 HK$000
BYTFT BT BT EBEFIT
Bank loans BITER 12,991 1,046,851 — 20,000
Obligations under finance BMERNEE
leases (note a) (Hfita) 175 174 24 35
Bank overdrafts RITESX 5,131 23,462 5,131 23,462
Other borrowings (note b) EfhfEE (K:b) 20,131 13,323 — —
38,428 1,083,810 5,155 43,497
Secured i 12,438 181,715 5,155 43,497
Unsecured EER 25,990 902,095 — —_
38,428 1,083,810 5,155 43,497
Repayable as follows: BARIUTEHER
Within one year —&ER 38,284 996,861 5,142 43,473
Between one and two years — EME 33 41,752 13 24
Between two and five years MERAF 111 45,197 — —_
38,428 1,083,810 5,155 43,497
Less: Amount due within B —EREEY
one year included FIEREBE
under current liabilities ZFIR (38,284) (996,861) (5,142) (43,473)

Amount due after one year —FE B H Y FIE 144

86,949 13 24




30.

Bank Loans And Other Borrowings (Cont'd)

30. BETHRERAGER @)

Notes: B
(a) (@)
Present value of
Minimum lease payments minimum lease payments
BERRAR BEENRAZERE
The Group The Company The Group The Company
34| ARH 21 | 0N
2003 2002 2003 2002 2003 2002 2003 2002
Z8%cf C-EF-F CBES€ -¥E-F -ZBE3E -TP-f -BBIf CTRCF
HK$'000 HK$'000  HKS$'000 HKS'000  HK$'000  HK3'000  HK$'000 HKS$'000
ARTR  EETT  BRTR EETT  BBTR REETL BETn EETx
Amourits payable under REBEELEASE
finance Jeases:
Within one year -ER 45 158 14 14 31 150 1" l
In the second to £FER%
fifth years inclusive (EHERRE) 165 3 18 3 144 pl} 13 %
210 190 32 47 175 174 24 35
Less: Future finance B RRRELM
charges (35) (1) (8) (12) - - - -
Present value of AOBERE :
fease obligations 175 . 174 1] 35 175 174 4 35
Less: Amount due within A-ERIE LR
one year (31) (150} 1) {1
Amount due after one year T EE e 144 % 13 2%
The average lease term is five (2002: five) years. For the RHTHBHAFE (ZEE-F 1% -BE-Z
year ended 31st December, 2003, the average effective ZEZHF+-A=+— Eiu:‘fﬁr II”]E%T( kS
borrowing rate was 6.7% (2002: 6%). Interest rate is fixed 5B67E(ZZZ=F :6E) - EERNIUARAEH
at the contract date. All leases are on a fixed repayment EFE o ﬁﬁﬁ?ﬁ%@ﬁlﬁi?ﬂﬁﬁﬁulLﬁiﬁJ.Uﬁ
basis and no arrangements have been entered into for BHABERRZRH °
contingent rental payments.
The Group’s obligations under finance leases contract are ZTEBZEENERACEEEEST 2 HLFE
secured by the lessor’s charge on the hired assets. 18 o
(b)  The amounts carrying interest at prevailing market rate. (b) ERRENEERFEHE -




31.

Disposal/Dilution of interests in Subsidiaries 31.

During the year, the Group disposed of its 51% interest in
Yinchuan C.S.., (Greatwall) Rubber Company Limited, 25%
interest in Hangzhou Zhongche Rubber Company Limited
and 50% interest in Pacific Wins Development Ltd. Details
of the assets and liabilities of the subsidiaries disposed of

BHE RUKELS8S

ERCARBHEER

TP R (K

H)GBEBRDAEZ51% RN FE
BBERD R 225%E & R H Pacific
Wins Development Ltd.2 50%#
e HEVHBLARZEEREEY

are as follows: EmT :
2003 2002
—EB=H ZEE-F
HK$°000 HK$'000
BETT B F T
Net assets disposed of: EBARERE
Investment properties wEWME — 28,272
Property, plant and equipment ME BEREE 901,368 1,479,442
Property under/held for TBE/BEERYNE
development — 140,760
Goodwill B _ 121
Deferred tax assets BIEHIEEE 14,224 -
(nterests in associates REEE DT 2R 103,064 —
Receivables due from associates FE UG B N B BN IR 81,551 —
Investments in securities BHEEE 5,216 7,379
Loans to minority sharehoiders FLEREER — 21,408
Deposits paid for acquisition WENBATBENETS
of subsidiaries - 75,000
Properties held for sale FEME — 31,793
Inventories T 737,767 46,412
Trade debtors BB SEXR 530,528 51,083
Receivables JiE g BR 70 - 43,119
Other receivables, deposits EMBURE B2k
and prepayments B HIE 207,315 69,098
Income and other AU E SR N
tax recoverable = N G [ o —_ 3,077
Pledged bank deposits EHEMBITER 70,098 —
Bank balances and cash s RES 296,719 113,992
Creditors, other payables BERERER - EMmEARER
and accrued charges EiEA (757.419) (461,875)
Income and other taxes payable EHFEH R A ERIRIE (34,335) (3,523)
Bank loans and other borrowings BTERRAMESR (1,274,058) (613,258)
Obligations under finance leases BERNER — (2,727)
Minority interests DB E R (486,909) (411,777)
Deposits received SR EEEN —_ {87,433)
Loans from minority shareholders BB REAR — (375)
Convertible note AR E R - (66,000)
395,129 463,988
Less: Interest retained as B RERE AR E D E
interests in associates ERTARE (178,053) (307,518)
217,076 156,470
Goodwill realised REEEE 6,852 —
Negative goodwill reserve realised T ZESEFEHEE — (71,028)
Exchange reserve realised PERERES (3,848) (2,190)
Other non-distributable EmE R
reserves realised AR A - (2,577)
220,080 80,675
Gain on disposal/dilution HE S BE s 12,344 64,193
232,424 144,868




Disposal/Dilution of interests in Subsidiaries 31.
(Cont’d)

HE BERELTESE ®

2003 2002
“ERZ=HF —ET_F
HK$’000 HK$°000
BYEFR AT T
Satisfied by: AR
Cash Be 232,424 75,508
Interest in a subsidiary RWB ARz #Ea - 43,199
Other receivables E Y NIA - 26,161
232,424 144,868
Analysis of the net outflow BRALE SENE AT
of cash and cash equivalents ZREREEE
in connection with the BN IERE -
disposal/dilution of subsidiaries:
Cash consideration received WG B 2 38 &R 1E 232,424 75,508
Bank balances and cash disposed of HEZRITEBERS (296,719) (113,992)
Net outflow of cash ReERFASFEINREE
and cash equivalents (64,295) (38,484)

The subsidiaries disposed of during the year contributed
HK$2,653,540,000 (2002: HK$298,640,000) to the Group’s
turnover, and HK$90,362,000 (2002: loss of HK$42,597,000)
to the Group’s profit from operations.

FRAHEZWNBRAGEERBELSR
2,653,540,0008 L (Z B2 - & ¢
298,640,0008 L) - SHEEBEEE
$7190,362,0008 L (Z2E_F : F
842,597,000/ 7T) °
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32. Purchase of Subsidiaries 32. BAMELE
2003 2002
—EB=F —BE-F
HK$'000 HK$°000
BETT BT
Net assets acquired: PEABEEE
Property, plant and equipment mME - BERSE -~ 219
Properties held for sale FEWME — 51,893
Inventories FE — 356
Trade debtors EREZER — 14,219
Other receivables, deposits E b R AR IE -
and prepayments e RETRIE — 12,725
Bank balances and cash WITHEBRRIES — 422
Creditors, other payables ERERZ  HttEARER
and accrued charges T EA (12) (25,905)
Income and other tax payable U A T LA FE T R — (193)
Minority interests DERR R 410 (1,529)
398 52,207
Less: Interest acquired in prior B CFWBERABMERT
year recognised as i 2R
interest in associates —_ (8,075)
Goodwill arising on acquisition KWEEEEZER 387 —
785 44,132
Satisfied by: TRFR
Cash W& 785 933
Interest in a subsidiary RWBAR Z#E - 43,199
785 44,132
Analysis of the net cash outflow of cash and cash equivalents ERB I \MBRAZRERECER
in connection with the purchase of subsidiaries: ZEERLEBRZONW -
2003 2002
—BEEF —EEF
HK$'000 HK$°000
BYEFT BT T
Cash consideration paid ERNReRE (785) (933)
Bank balances and cash acquired BEAZERTESHRES — 422
Net cash outflow of cash EHBANEBRARZES R
and cash equivalents in RefEBR2
connection with the Bend $E
purchase of subsidiaries (785) (511)
The subsidiaries acquired during the year ended 31st BE-ZR-FT-RzZ+—HL#E

ER RERNBBZHNBRAYES
TEESREAEEERBERNE
ISKO

HE-ZEE-FE+-_A=+-—HI&
ERWE s HBRABIIGAEEEEHE
107,020,000 - RIEAEFELE
182,645,000% 7T ¢

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

P 1 o \ G NE,
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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)

()

o

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.

33.

(a) BHHE-ZREFS1%ZMER
ARHE-F2ENELA
S0%EmMERBE DA ER
12 IN4974,989,000/ 7T °

(b) EEEEME14FTHTE B LW
EImBEREMCREETD
ERFEaELRR Bk
TETFRIEE I4911,032,000%
5T o

() EMnE BERSBEIHE
BOZHRIT Ul 2 ER
{E47168,0005 7T °

HE-_ZE_E+-_A=+—HUE
B rZEEBEXFMT

(a) AHEBERTHESRAZEZSED
65.56% B B E432.20% ©
b REEFEBAESRIE
EHEMERBERRICERS
# 91#7307,518,0008 7T -

(b) FEERBREELREERS
BARZEHBERRERLR
EEARARETREETERR
FEERNTER R EEEE
% AHTITINBEZ Y
19.69% - At - BARNKE
EHREGRERAFRERESE
% REELCEZEZRNE
> #738,543,0000 7T °

(9) EEME HmERLEZRE
BOZHEREORBEZER
EE 42,727,000 7T °
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33. Major Non-Cash Transactions (Cont'd)

(d)

(e)

(f)

(9)

Increase in other receivable, deposits and repayment
of approximately HK$10,000,000 as a result of the
disposal of investment properties.

Repayment of loan receivables of HK$286,767,000 was
satisfied by the same amount of loan payables under
a deed of novation dated 30th September, 2002
entered into by the Group and relevant parties.

Repayment of loan receivables of HK$22,928,000 was
satisfied by the same amount of loan payables under
four deed of assignments dated 31st December, 2002
entered into by the Group and the relevant parties.

The Group acquired a further 65% interest in Wintime
Properties Developments Limited and the
shareholders’ loan to Wintime Properties
Developments Limited for a total consideration of
HK$43.2 million which is satisfied by the disposal of
the entire interests in another subsidiary.

33.

ZREURTL (&

(d)

(f)

(g)

HthBWEUR - B2 RERE
LEREDEDEMNLD
10,000,000/ 7T °

{838 JE W & 70286,767,0007%
TNAEBREBALIR T
E-EABZTRAZEERE
MM —ZEAERET -

BB EWE 22,928,000 T
PWAEBREBAIN-EE
ZE+ZAZ+—-BEuZ@
NERZBEAR-E2RHER
Bt

AEBE - S HEWintime
Properties Developments
Limitedz 65%# & &
Wintime Properties
Developments Limited %5 &
F o #R (8 543,200,000/8
T BAHES—RKMB LT
ZEEEEXN -




34. Commitments

At the balance sheet date, the Group had the following

capital commitments:

34, &

REER  REEZERAENT

The Group The Company
FTEE b N
2003 2002 2003 2002
—EBB=HF —ET-F —EBBZHF —ZTF_FH
HK$'000  HK$'000 HK$'000  HK$'000 ‘
BETT XEETT B¥FT AEETFT
Contracted for but not BEl M RER
provided in the HEFHT
financial statements EIEEHBE
in respect of:
- Land development — T EE
rights —_ 209,540 —_ 209,540
— Property, plant and —E - BE
equipment B — 137,061 — —
— Construction in —FEIE
progress — 15,531 — —
— 362,132 — 209,540




35.
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Operating Lease Commitments 35. ETBHTE
The Group has made approximately HK$26,344,000 (2002: AEEREANEBEHBLENEL
HK$36,974,000) minimum lease payments under operating RERNETHzHERONTHA
leases during the year in respect of office premises. 26,344,000 T (Z 2 T Z & -
36,974,000 L) -
The Group as lessee
At the balance sheet date, the Group and the Company had REER  FAEBREAREEEER
commitments for future minimum lease payments under ITHWREFZTURBELERNTA
non-cancellable operating leases in respect of land and BRRZERONT AL URE
buildings which fall due as follows: BARREZISEANT
The Group The Company
FTEH b N
2003 2002 2003 2002
ZBEZF _TT_F ZEBR=E ZT%T_F
HK$'000  HK$'000 HKS$000  HKS$'000
BEFT EETIT BEFT EETT
Within one year —F R 16,216 24,899 577 577
in the second to fifth year E-EERF
inclusive (BIEEREME) 16,930 37,094 —_ 577
Over five years BAF — 155 — —_—
33,146 62,148 577 1,154

Leases are negotiated for an average term of two to three
years and rentals are fixed for an average of two to three
years.

The Group as lessor

Property rental income earned during the year was HK$Nil
(2002: HK$13,383,000).

At the balance sheet date, the Group had no contracted
tenants.

BOTFEN_E=FRABETER
EEFEOUN_E=FRBETUERE -
AREHERHEA

REEERBR2WERSHABEE
T(ZZEEZF : 13,383,000 7T) °

REER AEBUISEBPIUAS

il

R

)




36. Contingent Liabilities 36. HBRER
The Group The Company
TEH b N
2003 2002 2003 2002
ZREZE _ZFTT_F ZBEB=ZH —TIT_-F
HK$'000 HK$'000 HK$'000 HK$'000
BEFT BETT BETT BETFT
{a) Corporate guarantee KABRET
given by the Company HMEBARZ
for banking facilities RITREREH
granted to subsidiaries 2 DA EAR —_ — 26,243 93,145
Other guarantees MEMEL
issued to: ez TR
Associates B &0 A 32,300 169,635 32,300 —
Outsiders MR AL 780 780 780 780
33,080 170,415 59,323 93,925
{(b) The Company has granted a guarantee in favour of (b) FRFARFRRZENBLE
MTR Corporation Limited ("MTR") in respect of Tung Fong Hung Medicine
outstanding rent and obligations under the tenancy {Retail) Limited B2t E AR &
agreement entered into between Tung Fong Hung Al ([ ]) R EMEMEL
Medicine (Retail) Limited, a wholly-owned subsidiary CHEMRET2ANEE R
of the Company, and MTR for the leased properties. KEERTMBERMLER-
37. Pledge of Assets 37. BEER
(a) At 31st December, 2003, interests in an associates (a) %:giiiﬁ":ﬁ Ej_
with net assets value attributable to the Group of A A% Jig {‘Ei&é\‘f i‘q
approximately HK$83,622,000 were pledged to secure i?'GZZ'OOO}%EZH’FZ fli%
credit facilities granted to the associates of the Group. m B EE A VEE’?’KEW =
REFEZEREEECE
R e
As at 31st December, 2002, certain property, plant E’;\:;fgiﬁ‘%iﬁifrjlﬂ
and equipment with carrying value of %@@%219,532,0003?71:2
HK$219,532,000, bank deposits of HK$24,839,000, and ETNR - MERRE -
all assets of a subsidiary of the Company with a 24'8339007%7‘32¢§T_7ﬁ”*;
consolidated net assets value of HK$45,746,000 were &$/A E:FEZWE/A izéﬁﬁ
also pledged to secure credit facilities granted to the AE - ZT 'Z'_’ﬁ EFEAR
Group. 45,746,000/ L E fEE I - 1
AEEBMBERECEREE
BMUBER-
(b) At 31st December, 2003, investment in securities with (o) RZFE=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.

B - BRIE{E5140,438,000%
FT(ZET & : 249,990,000
BIL)ZBHIRBEEERE -
EEAEEMEZEARES
RBTEERZER-




37.

38.

Piedge of Assets (Cont'd) 37. BEER#H)
The margin loan facility amounting to HK$7,131,000 FEEEEA7,131,0008 T (5 F
included in bank and other borrowing (2002: HK$13,323,000) ZF 13,323,000 ) c REEGER
were utilised by the Group. Hi e
Related Party Transactions 38. BHAEES
During the year, the Group entered into the following EXN FEEETHEEDTIT LM
significant transactions with related parties: TRS
Name of company Nature of transactions 2003 2002
DREH XEHE ZBEZF —ERE-F
Notes HK$'000 HK$'000
K15t BEFT EET T
Sing Pao Newspaper Loan interest income received (a) — 1,519
Management Limited  and receivable by the Group
MERFNEBBERLT ARBEURERZERFEWA
Sing Pao Newspaper Loan interest income received (a) 363 —_
Company Limited and receivable by the Group
AR B R A F TEBCDWRER 2 EFRFE KA
Lucklong Loan interest income received and (b) 5,984 6,120
receivable by the Group
FEBEREER 2 EFMEWRA
Danwei Loan interest income received and (b) 6,683 6,834
receivable by the Group
AEBC B RER 2 ERABBEA
Mass Success Rental expenses paid and payable (g) 618 835
International by the Group
Ltd. FEBCDNREMzZEEX N
Building management fee paid and — 209
payable by the Group
FEBEHRENZEBFERER
Hanny Magnetics Management fee paid and payable (c) - 290
Limited by the Group
WEEATRAT AEEENERENZERE
Loan interest expense paid and 2,606 2,143
payable by the Group
ARECHRENZERFEX D
Rent expenses paid and payable 17 —
by the Group
FREEBECNRENZHESI S
Sale of goods made by the Group 63 —

AREHEEER




Related Party Transactions (Cont’d) 3. BEALTRR #
Name of company Nature of transactions 2003 2002
DEEB XEHE —BRE=E —TEE_E
Notes HK$’000 HK$'000
o3 BEFT BT
ITC Management Loan interest paid and payable
Limited by the Group (d) 1,193 1,735
REFHEEBERLF TEECHRENZERFE
Paul Y. (E & M) Repair and maintenance fee paid
Company Limited and payable by the Group {c) 58 369
REERS FEECTRENZEEBHRRE
BRAE] Purchase of property, plant and — 14
equipment by the Group
FREEREZDE BELRE
Project management fee paid and 872 109
payable by the Group
FERECDNZEEERE
Consultancy fee paid by the Group — 327
AEEEHERE
Secondment fee paid and payable — 500
by the Group
FEEENRERZERE
Mechanical and electrical service 7 800
fee paid and payable by the Group
FEEENREMNCEBEREE
Paul Y. — ITC Interest paid and payable (c) —_ 410
Construction by the Group
Limited FEBCDHEEMZFE
REBFEE Project management fee paid and — 550
ARAE payable by the Group
AEEDNZEEERE
Cycle Company Rental expenses paid and payable (c) 554 2,129
Limited and by the Group
Gunnell Properties REBEHREMNZESSH
Limited
EEARLAR
Gunnell Properties
Limited
Paul Y. Project Project management fee paid (c) 434 1,887

Management

International Limited

and payable by the Group
TEEENRENCZBEEERSE




NPV
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38. Related Party Transactions (Cont'd) 38. BEAXES @
Name of company Nature of transactions 2003 2002
REEE TEME —BRBZHE ZEE-E
Notes HK$'000 HK$'000
iogza EBETT EEF T
Paul Y. — ITC Sale of goods made by the Group (c) 687 —
Management KEBHEEER
Limited
REEFEREERLT
Paul Y. — ITC Interior  Leasehold improvement paid (c) —_ 400
Contractors Limited and payable by the Group
REBHEMHERLT FIEEENEEBR2REVEREE
Project management fee paid and (c) 15 39
payable by the Group
FEEENREMNZEBEEERESE
Paul Y. — ITC (E & M) Management fee paid and payable {c) — 154
Contractors Limited by the Group
RERFHRELR FEERNRENZERR
BRAA
Nation Cheer Interest expense paid and payable (c) 10,270 702
investment Limited by the Group
EERAERLF FRERVRENZMERX
Paul Y. — ITC Plant Hiring of plant and machinery (c) — 59
Hire Limited HEmE IS
REZFHHEE
ERLE
Millennium Target Loan interest income received (e) 31 130
Holdings Limited and receivable by the Group
AEBERRERZ ERAEBA
Wing On Loan interest income received and (f) 2,198 761
KK receivable by the Group
AEEDRRERZ EXRFE
China Velocity Loan interest income received and (f) 3,249 280
TEE®E receivable by the Group
AEEDURRER ZERFBHEA
Rosedale Hotel Management fee paid and payable {c) — 730

International
Limited

by the Group
FEBENTRENZERE

(I




38.

Related Party Transactions (Cont'd) 38. BEALRS &
Name of company Nature of transactions 2003 2002
DEEB XEHE —EE=F —EE-F
Notes HK$'000 HK$°000
Hta EBETT BEFT
Hong Kong Wing On Air ticketing and travel service (e) 73 248
Travel Service expenses paid and payable
Limited by the Group
ERKRREARAT FTEEENRENZAEHRE
R EIRRTE
Sale of goods made by the Group 209 —
AEBHEEER
Chief Atlantic Profits Loan interest income received and (e) 306 —
Limited receivable by the Group
AEBEDREBRZERFEBEA
Dong Fang Gas Management fee received and (f) 150 —
RABER receivable by the Group
AEBERUEERZEBEA
Apex Loan interest income received and (f) 248 —
receivable by the Group
RAEERWREREW 2 EFRERA
Micro Tech Ltd. Rental expense of motor vehicles (c) 216 —
paid and payable by the Group
FEBENRENTEESHAX
Rosedale Park Limited Sale of goods made by the Group (e) 11 —
THREEHSEER 14 —

Notes:

Hotel expense paid and payable
by the Group
FEEENERENZBERY

(a) Sing Pao Newspaper Company Limited and Sing Pao
Newspaper Management Limited are wholly-owned
subsidiaries of an investee of the Group.

(b) Danwei and Lucklong are companies of which a director of
the Company's substantial shareholder, is also a director of
Danwei and Lucklong.

Bt

RERFERATERBRTE
BERAANATERY —MRE
REZR2EMBAT -

Danwei % Lucklongz EEAE A
RZZERRZEZ -




38.

39.

Related Party Transactions (Cont'd)

Notes: (Cont’d)

(Q) Hanny Magnetics Limited, Paul Y. (E & M) Company Limited,
Paul Y. — ITC Construction Limited, Paul Y. Project
Management International Limited, Paul Y. — ITC
Management Limited, Paul Y — ITC Interior Contractors
Limited, Paul Y.— ITC (E & M) Contractors Limited, Nation
Cheer Investment Limited, Paul Y. — ITC Plant Hire Limited,
Cycle Company Limited and Gunnell Properties and Micro
Tech Ltd. and Rosedale Hotel International Limited are
wholly-owned subsidiaries of a substantial shareholder of
the Company.

(d) ITC Management Limited is the shareholder of a Company’s
substantial shareholder.

(e) Millennium Target Holdings Limited, Hong Kong Wing On
Travel Service Limited, Chief Atlantic Profits Limited and
Rosedale Park Limited are wholly-owned subsidiaries of
associates of the Group.

(f) Wing On, China Velocity, Dong Fang Gas, Apex are associates
of the Group.

(9) Mass Success International Ltd. is an associate of a substantial
shareholder of the Company.

Details of balances with related parties as at the balance
sheet date are set out in the consolidated balance sheet
and in notes 17, 18 and 25.

In the opinion of the directors, the above transactions were
undertaken in the ordinary course of business transactions
and the terms were mutually agreed between the Group
and the related parties.

Retirement Benefit Scheme

The Group operates a Mandatory Provident Fund Scheme
("MPF Scheme”) for all qualifying employees in Hong Kong.
The assets of the schemes are held separately from those of
the Group, in funds under the control of trustees. The Group
and employees each contribute 5% of the relevant payroll
costs to the Scheme.
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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 availabie
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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4¢. Post Balance Sheet Events

The following events occurred subsequent to the balance
sheet date:

(i)

(ii)

On 13th January, 2004, Wing On, entered into
conditional convertible note agreements (as
subsequently amended on 17th March, 2004) with
China Enterprises and Hutchison International Limited
(“HiL”, a wholly-owned subsidiary of Hutchison
Whampoa Limited which its shares listed on the Hong
Kong Stock Exchange) in relation to the issuance of
the convertible notes by Wing On to each of CEL and
HIL or their respective nominees for a consideration
of HK$155,000,000 and HK$105,000,000 respectively.
The convertible notes are unsecured, carry interest at
2% per annum and the interest is payable every six
months in arrears. The convertible notes together with
accrued interest can be redeemed during 3 years from
the date of issuance of the convertible notes. The
convertible notes entitled the convertible note holders
to convert into the shares in Wing On at initial
conversion price of HK$0.02, subject to adjustment,
during three years from the date of issuance of the
convertible notes.

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

On 5th March, 2004, Dong Fang Gas and PCCW Limited
(“PCCW", a company which its shares listed on the
Hong Kong Stock Exchange) jointly announced that
Dong Fang Gas conditionally agreed to purchase (i)
the entire issued share capital of Ipswich Holdings
Limited and its subsidiaries (“Property Group"), being
the group of companies holding PCP Beijing, PCCW
Tower, other investment properties and related
property and facilities management companies of
PCCW Limited and its subsidiaries; and (ii) the loans
of approximately HK$3,529 million, in aggregate,
interest-bearing loans owing by the relevant members
of the Property Group to PCCW (comprising of
HK$2,359 million and US$150 million of such loans)
and (iii) certain property interests. The consideration
for the above transaction amounting to HK$6,557
million will be satisfied by (a) as to HK$2,967 million
by the allotment and issue of approximately 1,648
million new shares in Dong Fang Gas to PCCW (or as
it may direct) credited as fully paid at an issue price
of HK$1.80 per share; and (b) as to the remaining
HK$3,590 million by the issue of the convertible note
by Dong Fang Gas to PCCW or as it may direct.

40. BEB&UEH
THEEDREEREREE

(i)

(i)

“EFEWNFE-ATIZE KT

£ China Enterprises®
Hutchison international

Limited ([1&]) - MEEHE
Rom (ERONEEH AR

FrWIZEEWMBLR) ¢
NEEBEHKESERCL
FAMERREFEEE 2R

ZABGRRBEE  RED

B & 155,000,000 © &
105,000,000/ ¢ - AT AR &
BENERAR HEL2%TE
BEREREREEHEREMS -
EREEEREAFETR
B REEEOLEIER
BE - ZERREEREL
BEARBITIHREERS
E3IERRVIFRREC2E
T(EFTHEB) EBRAKER

1/'\ °

glﬁﬁ%ﬁwﬁ%aﬁ;ﬁm%%
ZEENEZAAAD  RAM
ﬁ& MAEEERLE ([ER
BB EBRMHABBETR
I ERER BRFREH
EEEEBE ()pswich
Holdings Limited B £ ¥ B 2
S MEEE]  $EEEER
Bl  BRAEG L Eﬁﬁ
REMEREEDERE
BEEWHELGIMTZE *
BorlZ&E &L A
(ii)%%%ﬁ%ﬂi
RBEEAERMZARE
3,529,000,000% 7T 7 it &
(8 $%2,359,000,000/% 7T
150,000, ooo%frzg 2R
iNETYEEZE - tEX S
Z ﬁ {8 ¥ 6,557,000,000/%
T E i FARB ()
2,967,000,000,%75Lx§-£m%
FAERER (GREETE
B R % 17471,648,000,0008%
ABRVIEBRBEATEFRE
BOBFAXN  BEEAEE
BRAMERGZISUEL R
(b)$2 ¥8 3,590,000,0005% JT LA
BARRASARN (FKE
BER)BOTHEBEZENF N
Yo R LMEHEE  BA
RELBRAEHENNEER
FERMERERERIEE M
ﬁmﬁmﬁmmm
ZHBAL -

EE'E!

i

%:
PR
"
4
B
R

—

901 J; Amwe) Report 2003




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.1.) 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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{(a) Results

A summary of the consolidated results and of the assets and

liabilities of the Group for each of the five years ended 31st
December, 2003 is set out below:

REABE-_TER-E+_A=Z+-BiE
BEEREYGARBUREERBERL

mT

(a) ¥

Year ended 31st December,

BHE+-A=+—-HLEE

1999 2000 2001 2002 2003
—NAIE ZEEEF —Z25—F —BEE_F ZBE8=F
HK$'000  HK$'000  HK$'000 HK$000 HK$°000
FAET FAET FE T FET FET
(restated)
(7))
Turnover ex 3,750,224 3,158,058 3,234,404 3,601,735 2,884,493
Profit (loss) before B % 7 % &
taxation (B8 1,093,641 (812,883) (1,001,147) (695,566) (169,184)
Taxation FHiE (5,396) (6,608) (5,982) (12,250) (10,935)
Profit (loss) FEALERE
before minority R
interests (BI1R) 1,088,245 (819,491) (1,007,129) (707,816)  (180,119)
Minority interests DB E (40,649) 88,809 408,399 233,682 (9,409)
Net (loss) profit for EERF| (FE1E)
the year TBER 1,047,596  (730,682) (598,730) (474,134) (189,528)
Dividends ’e — 46,098




{b} Assets and liabilities

(b}

BEEEAR

At 31st December,

R+=R=+-H
1999 2000 2001 2002 2003
—RANAAE ZETEF —EE¥-F ZTE-F CZEZ=F
HK$ 000 HK$°000 HK3'000 HK$000 HK$'000
FET FET FET FHET FET
(restated)
(EM)
(Note)
(B735)
Investment properties REME 51,954 71,818 49,341 — -
Properties, plant and mME BERRE
equipment 1,307,857 2,734,587 2,452,199 746,778 43,156
Properties under/held BREHR S
for development BRRYE — 157,401 137,000 - -
Payment for W EREE
acquisition of land AN
development rights — — 2,727 14,687 -
Goodwill BE — — 32,708 30,953 9,325
Interests in associates REE DB ZHEE 197,114 115,752 176,268 681,328 823,147
fnvestments in securities B HRE 1,033,739 757,197 473,408 410,685 217,683
Intangible assets EHEE — 107,208 — — —
Receivables — due after EWER
one year — —F B 33,291 18,995 302,439 22,586 31,286
Loans to minority EPLEBRE
shareholders ZEH — 28,074 26,765 — —
Deferred tax assets EEBBEEE - - — 13,454 —
Net current assets MEEEFE 2,379,622 1,256,530 604,755 855,502 903,557
5,003,577 5,247,562 4,257,610 2,775,973 2,028,154
Share capital & 7 448,029 460,979 46,098 82,947 85,660
Reserves fEE 2,974,544 2,388,875 2,174,692 1,651,106 1,447,720
Shareholders’ funds REES 3,422,573 2,849,854 2,220,790 1,734,053 1,533,380
Minority interests PERRER 1,356,532 1,699,376 1,323,582 728,942 250,160
Deposits received Bl — 76,638 76,638 — —
Long-term liabilities EHAE 114,736 595,213 593,121 312,978 244,614
Deferred revenue B A 109,736 — - — —_
Loans from minority RELERE
shareholders ZEH — 26,481 43,479 — —
5,003,577 5,247,562 4,257,610 2,775,973 2,028,154
Note: The amounts were restated as a result of the adoption of e DESBAEMERESHMAS

Statement of Standard Accounting Practice 12 (Revised)
“Income Taxes” issued by the Hong Kong Society of
Accountants (“SSAP 12"). However, the financial impact in
respect of the adoption of SSAP 12 has not been accounted
for in this summary for the three years ended 31st December,
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