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RESULTS

During the first half of 2003, the United States
and the United Kingdom waged the war against
Iraq, and the consequential global economic
fluctuation further dragged the recovery. In
addition, the impact of the unexpected large-
scale outbreak of Severe Acute Respiratory
Syndrome (“SARS”) during the period was not
only on social and economic aspects, but also
on psychological aspect to a large extent.
Several sectors, e.g., tourism, entertainment,
retail and trading, suffered the most, and with
the combined effects of all these factors, the
Hong Kong and external economy went from
bad to worse. Having struggled through the
hardship, China Everbright Technology Limited
(the “Company”) and its subsidiaries
(collectively the “Group”) recorded an
unaudited consolidated turnover approximately
HK$98.55 million for the six months ended 30
June 2003, representing an increase of
HK$45.59 million against the figure of the
corresponding period last year. The increase was
mainly attributable to the consolidation of the
turnover of Everbright Timber Industry
(Shenzhen) Company Limited after its
acquisition. The unaudited profit for the period
was approximately HK$10.36 million,
representing an increase of 23.81% from
HK$8.37 million for the corresponding period
last year. The increase was mainly attributable
to the transfer of the Property by China
Everbright Group Limited (“CEG”) to the Group
with the value of approximately HK$12 million
as the settlement of a debt previously written
off and the compensation of approximately
HK$8 million receivable for the settlement of
the claim from G.Yean Group Limited (“G
Yean”).
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REVIEW OF OPERATIONS
Business Review

(1) Watches and Timepieces Business

During the period, Everbright EB Brand
Limited (“EB Brand”), a wholly-owned
subsidiary of the Group, generated less
income when compared with the
corresponding period last year. The adverse
effect of SARS was the contributor to the
decrease. Suffering from the combined
effects of a weak consumer sentiment
brought along by SARS, the call-off of large
scale celebrations by the Government of
the People’s Republic of China (the “PRC”)
and the holiday arrangement of “1 May”
Labour Day, and the consequential
cancelling of most of the travel tours, the
retail sector was severely affected.
Furthermore, the outdoor sales activities of
the sales team of EB watches and
timepieces and the buyers’ factory visits
for contract negotiation also came to a halt.
As such, the sales of watches and
timepieces dropped substantially and given
the unfavourable market conditions and the
price war between the competitors, EB
watches and timepieces found itself unable
to stay clear of the fierce price competition.
As a result, the profit margin of sales
dramatically decreased. Furthermore,
delegations from infected areas including
the PRC and Hong Kong were locked out
of the World Watch, Clock & Jewellery
Show held in Basel. The orders for watches
and timepieces for the year therefore
decreased 20 to 30 per cent, and the profit
and results for the period, even for the
whole year, were adversely affected.
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(2) Timber Business

The Group acquired another subsidiary,
namely Everbright Timber Industry
(Shenzhen) Company Limited (“Everbright
Timber”), by the end of March this year.
During the period, Everbright Timber
imported timber from New Zealand and
the exchange rate of New Zealand Dollars
substantially went up. As a result of which,
shipment cost increased and the production
costs of plywood, the major product of the
company, consequently surged. Besides,
following the PRC’s accession to the World
Trade Organisation, large amounts of
imported timber from various regions
flooded the PRC market. In addition, the
outbreak of SARS during the period
hindered sales staff from travelling to other
regions whilst clients were unable to make
visits, significantly affecting sales of its
products. Furthermore, many domestic
manufacturers sold off their inventory at
low prices in order to capture the market.
To maintain its market share, Everbright
Timber had to reduce the selling prices of
its products accordingly. The above factors
led to the increase in raw materials costs
for the products of Everbright Timber, while
selling prices and sales volumes of products
have both dropped, and the profitability of
the company was materially affected as a
result.
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(3)

(4)

Property Development Project

In March 2003, the Group entered into a
sale & purchase agreement to acquire
Beijing Jing Guan Property Development
Co. Ltd. (“Beijing Jing Guan”), the principal
business of which is the property
development project in East Part of E Area,
Taiyangong New District, Taiyanggong
North Street, Chao Yang Qu, Beijing, the
PRC (“Property Development Project”). The
Company focused on dealing with the
procedures of changing the establishment
of Beijing Jing Guan into a foreign
investment enterprise. However, the
outbreak of SARS in May and June in
Beijing delayed the completion of the
procedures. As at 19 August 2003, the
approval from Beijing City Planning
Committee in relation to the said matter
has been obtained. While the relevant
approval has yet to be obtained from
Ministry of Commerce and Beijing City
Administration of Industry & Commerce,
we expect that the completion of the
remaining procedures will be smooth.
Upon the completion of the procedures,
Beijing Jing Guan will further develop its
Property Development Project.

Property Investment

The Group continues to rent a portion of
its head office to China Everbright Holdings
Company Limited (“CEH”), a major
shareholder of the Company, contributing
a steady rental income to the Group.
Furthermore, due to the default rental
payment of the tenant of the factory
complex in Dongguan County, Guangdong
Province, the PRC, the lease was terminated
in February 2003. The property was
subsequently leased to another tenant.
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In 2000, the Group advanced a total of
approximately HK$16 million (the
“Advance”) to a former subsidiary of the
Company. The Advance was supported by
a corporate guarantee provided by CEG, a
related company of the Company. In view
of the uncertainties of the recoverability,
the directors considered that it was more
appropriate to fully write off the Advance
during the year ended 31 December 2000.
On 15 April 2003, an agreement was
entered into between the Group and CEG
pursuant to which CEG agreed to
compensate the Group of the Advance by
means of transfer of certain of CEG’s
properties located in the PRC to the Group.
During the period, CEG has transferred to
the Group a property located in 2nd Lower
Ground Floor, Jin Hua Building, Yan He
South Road, Luohu District, Shenzhen, the
PRC (“Jin Hua Building”) at an agreed value
of approximately HK$12 million arrived at
with reference to the valuation report
issued by Chung, Chan and Associates, an
independent firm of professionally qualified
valuers, valued on an open market basis.
Jin Hua Building is held by the Group for
property investment purpose.

Communication Products Distribution

Given that the loss-making China Everbright
Telecom-Land Network Limited (“Telecom-
Land Network”), an associate of the
Company, has shown no improvement in
the past few years, during the period, the
Group has been negotiating with GMAI-
Asia. Com Inc. (“GMAI-Asia”), the major
shareholder of Telecom-Land Network, in
respect of the disposal of its 35% equity
interest to GMAI-Asia, so as to further
optimise the assets of the Group.
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SUBSEQUENT EVENT

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

Goodnice was engaged in the manufacturing of
computer keyboards. Pursuant to the Goodnice
Agreement, G Yean provided profit guarantees
in respect of Goodnice to the Company for the
three years ended 31 December 1999. Following
a shortfall of the net profit after tax of Goodnice
compared to the guaranteed amount for the year
ended 31 December 1999, the Company
claimed from G Yean a total of approximately
HK$50 million (the “Claim”) and initiated legal
proceedings against G Yean for the Claim in
2001.

Subsequent to the balance sheet date, a
settlement deed (the “Deed”) was entered into
between the Company and G Yean in respect of
the settlement of the Claim and a total of
HK$8.2 million was received from G Yean as
full settlement of the Claim. The Directors
believe that the settlement is fair and
reasonable.
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FINANCIAL POSITION

As at 30 June 2003, the Group had net assets
of approximately HK$529.94 million and total
cash of approximately HK$312 million,
providing the Group with sufficient working
capital and a solid foundation to support the
growth of its diversifying operations.

As at 30 June 2003, the Group’s net gearing
ratio based on total liabilities to equity was
72.53%. The Group currently has aggregate
bank loans of approximately HK$291 million.
The Group’s bank loans were repayable within
one year secured by certain of the Group’s
leasehold land and buildings with carrying value
of HK$139 million and supported by the
guarantees executed by CEH, a substantial
shareholder of the Company.

The Group’s foreign currency assets and
borrowings are denominated in Renminbi or US
Dollar, which are relatively stable against the
Hong Kong Dollar. The impact of exchange rate
fluctuations of these currencies is relatively
insignificant to the Group.

PROSPECTS

During the first half of 2003, the external
economy was affected by many unfavourable
factors such as the war in the Middle East and
the outbreak of SARS. These factors will, to a
certain extent, continue to affect the operating
environment in the second half of the year, and
we anticipate that the operating results of the
Group will be unlikely to show any signs of
breakthrough. Nevertheless, the military actions
of the United States and the United Kingdom
have basically come to an end, and the SARS
epidemic has been effectively contained in June,
together with a series of measures to stimulate
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the economy adopted by affected countries,
such as the PRC and Hong Kong, we believe
that economic growth of the PRC will continue
to be optimistic in the long run. The Group will
continue to reduce its costs and expenditures
by strengthening its internal management and
implementing a target management system in
its subsidiaries, and to adopt measures to strictly
control all costs and expenditures, so as to
minimise the effect of those unfavourable
external factors.

CONTINGENT LIABILITIES

The Group had no contingent liabilities as at
30 June 2003.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2003, the Group has a headcount
of around 1,800 full-time staff in Hong Kong
and the PRC. Employees are remunerated
according to their length of service, experience,
nature of duties, performance and market
environment on a fair basis, and depending on
the operating results of the Group, staff may be
awarded bonus according to individual
performance. In addition, the Group provides
medical insurance and retirement benefits to
its employees as incentives and encouragement
for their efforts and contributions. Directors and
all employees of the Group in Hong Kong
participate in the Mandatory Provident Fund
Scheme. Share options to subscribe for shares
of the Company may be granted to directors
and full-time employees of the Group under
the provisions of Chapter 17 of the Rules
Governing the Listing of Securities of The Stock
Exchange of Hong Kong Limited (the “Listing
Rules”) and the conditions of the share option
scheme of the Company.
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DIRECTORS’
INTERESTS

AND CHIEF EXECUTIVE’S

As at 30 June 2003, none of the directors,
supervisors, chief executives of the Company
or their associates had any interests or short
positions in the shares, underlying shares or
debentures of the Company and its associated
corporations (within the meaning of Part XV of
the Securities and Futures Ordinance) as
recorded in the register required to be kept
under Section 352 of the Securities and Futures
Ordinance, or otherwise notified to the
Company and The Stock Exchange of Hong Kong
Limited pursuant to the Divisions 7 and 8 of
the Securities and Futures Ordinance or Model
Code for Securities Transactions by Directors of
Listed Companies. None of the directors,
supervisors, chief executives of the Company,
or their associates had been granted or had
exercised any such rights during the six months
ended 30 June 2003.

The Company adopted a share option scheme
(“Share Option Scheme”) on 25 May 2001
whereby directors of the Company were
authorised, at their discretion, to invite
employees of the Group, including executive
directors of any member of the Group, to take
up options to subscribe for shares not exceeding
10% of the issued share capital of the Company
as at the date of approval of the Share Option
Scheme. No option has been granted since the
adoption of the Share Option Scheme.

Apart from the Share Option Scheme, at no time
during the year was the Company or any of its
subsidiaries a party to any arrangement to
enable the directors or chief executive or any
of their spouses or children under eighteen years
of age to acquire benefits by means of
acquisition of shares in or debentures of the
Company or any other body corporate.
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SUBSTANTIAL INTERESTS IN THE SHARE
CAPITAL OF THE COMPANY

As at 30 June 2003, as recorded in the register
of interests and short positions in shares
maintained in accordance to Section 336 of Part
XV of the Securities and Futures Ordinance, the
following company had an interest of 5% or
more in the issued ordinary shares of the
Company:

FrRAlRARzEEER
m:E;EET =tHA REARQ
AIERES R B GROFXVEE

3%%%?EZ&@%&&ME”E
AR EBER T A Thﬁﬁ
BEETEBRS%HIIA L 2R

Number of Percentage of total
Name shares held issued shares
HEBITRSG
=X FEROEE BHEEI
CEH 625,393,515 40.48
(Note)
RHREH (W 32)
Note: The 625,393,515 shares are beneficially held wa:%ﬁ%lﬁﬁ%ﬁ&aw&mﬂ%

by CEH, of which 625,369,515 shares and
24,000 shares are held by Kenco Investments
Limited and Everbright Investment &
Management Limited respectively, both of
which are direct or indirect wholly-owned
subsidiaries of CEH.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the
Company’s listed shares during the period.

AUDIT COMMITTEE

The Audit Committee comprises two
Independent Non-executive Directors. This
Committee acts in an advisory capacity and
makes recommendations to the Board. The
Committee met with the management and
external auditors of the Company on 29 August
2003 to review the Group’s 2003 interim report
before it was tabled for the Board’s approval.
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CODE OF BEST PRACTICE

None of the Directors is aware of any
information which would reasonably indicate
that the Company is not or was not for any part
of the six months ended 30 June 2003 in
compliance with the Code of Best Practice as
set out in Appendix 14 of the Listing Rules
except that the Independent Non-executive
Directors of the Company are not appointed for
a specific term but are subject to retirement in
accordance with the Company’s Articles of
Association.

APPRECIATION

On behalf of the Board, | would like to take
this opportunity to express sincere appreciation
for the devoted efforts of our management and
staff to the Group.

By order of the Board
Wang Shaolan
Director and Chief Executive Officer

Hong Kong, 29 August 2003
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CONDENSED CONSOLIDATED PROFIT AND filiEZEAEHE

LOSS ACCOUNT

Six months ended 30 June 2003

TURNOVER

Cost of sales

Gross profit

Other revenue and gains
Selling and distribution costs
Administrative expenses
Other operating expenses

PROFIT FROM OPERATING
ACTIVITIES

Finance costs
Write back of other receivable

Write back of provision
against other receivable

PROFIT BEFORE TAX
Tax

PROFIT BEFORE MINORITY
INTERESTS
Minority interests

NET PROFIT FROM
ORDINARY ACTIVITIES
ATTRIBUTABLE TO
SHAREHOLDERS

EARNINGS PER SHARE
- Basic

- Diluted
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Six months ended 30 June

BERA=THLAMEA

2003 2002
—E%z% ZETH
(Unaudited) (Unaudited)
(REBEHK) (REERZ)

HK$7000 HK$°000
BEFT BEFT
98,551 52,958
(68,914) (29,437)
29,637 23,521
8,827 7,575
(17,515) (10,295)
(17,131) (13,538)
(1,534) (2,008)
2,284 5,255
(3,464) -
12,060 -
- 4,000
10,880 9,255
(522) (873)
10,358 8,382
- (16)
10,358 8,366

HKO0.67 cent i# Il

HK0.54 cent 71l

N/ATE B

N/AT 8




CONDENSED CONSOLIDATED BALANCE

SHEET
30 June 2003

NON-CURRENT ASSETS
Fixed assets
- Investment properties
— Other fixed assets
Goodwill

Investment securities

CURRENT ASSETS

Inventories

Trade receivables

Prepayments, deposits and
other receivables

Due from a shareholder

Cash and cash equivalents

CURRENT LIABILITIES
Trade payables

Other payables and accruals

Due to a shareholder
Tax payable
Bank loans

CHINA EVERBRIGHT TECHNOLOGY LIMITED INTERIM REPORT 2003
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HREE
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—ER=ZF~AZ1H

Notes
i3

17(b)

10
11

30 June 31 December
2003 2002
—5%=% g
AA=+R +ZA=+—H
(Unaudited) (Audited)
(RBER) (BEZ)
HK$7000 HK$’000
BT BT
65,920 53,860
307,662 42,161
5,707 -
379,289 96,021
43,256 39,487
422,545 135,508
108,972 39,946
53,349 6,788
24,527 26,101

- 24
312,093 357,504
498,941 430,363
30,711 16,311
52,362 22,799
3,895 -
2,519 2,880
291,159 -
380,646 41,990
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CONDENSED CONSOLIDATED BALANCE fIEAEEEER (&)
SHEET (continued)
30 June 2003 —EE=#xHA =118

30 June 31 December

2003 2002
_5%=% —ETC
~B=+HB +Z-A=+—H
(Unaudited) (Audited)
(REER) (EEZ)

Notes HK$7000 HK$'000

B 72 B B A

NET CURRENT ASSETS REEEFE 118,295 388,373
TOTAL ASSETS LESS BEERRDEE

CURRENT LIABILITIES 540,840 523,881

NON-CURRENT LIABILITIES JEinE & &

Other payables H & 3R 75 725

Due to an associate JIE 1 — i B 2 /A @]

R 3,649 3,649

3,724 4,374

MINORITY INTERESTS LPERERER 7177 257
529,939 519,250

CAPITAL AND RESERVES BXRRREE

Issued capital BEIRA 15 154,483 154,483

Reserves 1 16 375,456 364,767

529,939 519,250

Approved and authorised for issue by the Board EZgRN_TT=F/\AZ+AIH
of Directors on 29 August 2003 B R R AT

Wang Shaolan Zang Qiutao
Director Director
¥ ¥FE
E | L RE
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CONDENSED CONSOLIDATED SUMMARY TG ARFEEZEHREPME
STATEMENT OF CHANGES IN EQUITY
Six months ended 30 June 2003 BRE_RE=%>A=+8a1L<EA

Six months ended 30 June

BEARZ=+HLEAER

2003 2002
“EEZR “ETCF
(Unaudited) (Unaudited)
(RBEZ) (REEZ)
HK$’000 HK$000
Balance as at 1 January R—A—Bz#& 519,250 516,052
Exchange differences on MERBUINE R A
translation of financial FBREL
statements of subsidiaries fE 5 =5
outside Hong Kong 331 (24)
Net gains/(losses) not AEGEBRAR
recognised in the BRzWm,/ (E#])
consolidated profit and FH
loss account 331 (24)
Net profit for the period R EAR & M F 10,358 8,366
Balance as at 30 June RANA=Z+HZ&EH 529,939 524,394
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CONDENSED CONSOLIDATED CASH FLOW fHHGZAHERER

STATEMENT

Six months ended 30 June 2003

NET CASH INFLOW FROM
OPERATING ACTIVITIES

NET CASH INFLOW/
(OUTFLOW) FROM
INVESTING ACTIVITIES

NET CASH OUTFLOW FROM
FINANCING ACTIVITIES

NET INCREASE/(DECREASE)
IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents
at beginning of period

CASH AND CASH
EQUIVALENTS AT END
OF PERIOD

ANALYSIS OF THE BALANCES
OF CASH AND CASH
EQUIVALENTS

Cash and bank balances
Time deposits with banks

BexBzRe
MANFH

REXRBZ
BERN/
(F ) FH8

MEGTHZERE
g BE X

ReRREFEZ

i,/ (H%)
FH

nENZRE
kHeEE

REAZRE
ERE%E
RERBE%EHE
BERZ A

ReRBIER

ERTZERER
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Six months ended 30 June
BEANA=Z+BHLEREA

2003 2002
—5%=% =
(Unaudited) (Unaudited)
(RBERK) (REEZ)

HK$7000 HK$000
2,927 37,415
8,194 (2,443)

(56,532) -
(45,411) 34,972
357,504 291,348
312,093 326,320
62,763 35,251
249,330 291,069
312,093 326,320
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[
NOTES TO THE CONDENSED CONSOLIDATED fPRESHMBEREM
FINANCIAL STATEMENTS

30 June 2003 —EE=%xHA=+18

BASIS OF PREPARATION AND ACCOUNTING
POLICIES

The unaudited condensed consolidated interim
financial statements are prepared in accordance
with Hong Kong Statement of Standard Accounting
Practice (“SSAP”) 2.125 “Interim financial
reporting” issued by the Hong Kong Society of
Accountants. The accounting policies and basis
of preparation are the same as those used in the
preparation of the audited financial statements
for the year ended 31 December 2002 except
that the Group has adopted SSAP 2.112 (revised)
“Income taxes” which became effective for
accounting periods commencing on or after 1
January 2003.

The adoption of the revised SSAP 2.112 has had
no material impact on these condensed
consolidated interim financial statements and no
prior period adjustment has been made in these
financial statements.
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INTERIM REPORT 2003 CHINA EVERBRIGHT TECHNOLOGY LIMITED

SEGMENT INFORMATION

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

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

(i) the watches and timepieces segment mainly
produces watches and timepieces;

(ii) the property investment segment invests in
properties in Hong Kong and in the People’s
Republic of China (the “PRC”);

(iii) the timber products segment mainly comprises
the manufacture and sale of timber products.
This business was acquired during the period
ended 30 June 2003 (note 17(b)); and

(iv) the corporate and others segment mainly
comprises corporate income and expense
items.

In determining the Group’s geographical segments,

revenues are attributed to the segments based on
the location of the customers.
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2. SEGMENT INFORMATION (continued) 2. HEER (8
(a) Business segments (a) ¥BHE
The following table presents revenue and TRENASEREB SR ZK
profit/(loss) for the Group’s business segments. AR,/ (FE) -
Watches and Property
timepieces investment Timber products Corporate and others Consolidated
Six months Six months Six months Six months Six months
ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June
BRRETER nEng KHER ARRES Ba

BERRZTHLNER EERR=tHL~ER EEARZtRL~ER EERAZtBL~ER BESAZtALAER

2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
C$BIE CTTCE BRSO CRTCE CRRIE CRRCE IRRIE CTRCE 33t CRRIE
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(kBER) (RO%%) (KBEH) (ROE0) (REEH) (FOE0) (REEH) (ROER) (XBEH) (ROER)
HKS'000  HKS'000  HK$'000  HKS'000 — HKS$'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000
BEFL BEFR 0 BT BEFA BRFA BEER BEPR 0 BEFL RBFA BEEA

Segment revenue: AR
Sales to external RHREP
customers il 39,056 46,161 1,646 2766 55418 - - - %30 4897
Interest income HEMA 67 76 - 2 il - 2,136 3,953 2031 4031
Other revenue and gains £ {4 A
R 3 3,715 14 - 560 - 8,244 3,660 8,627 7575
Total by 39,326 49,95 1,660 2,768 56,012 - 10,380 7,813 107,378 60,533
Segment resul PEES | 634 4550 (1,009) 664 171 - 2,488 2 2,284 5,055
Finance costs BEER (3,464) -
Write back of other A EUE
receivable &m 12,060 -
Write back of provision ~ EEEEN
against oher receivable  EFAE - 4,000
Profit before tax BiaET 1080 925
Tax WE (522) (673
Proft before minorty it S ERE
interests ERAR 10,358 8,382
Minority interests bERRER - (16)

Net profi fiom orcinary ~ REE
activities atiibutable  EREF
to shareholders 10,358 8,366

There were no transactions between the HE_ZZT=FA=THILRX

Group’s business segments during the six & A B - 2&%.2%7%%@?3

months ended 30 June 2003 (2002: Nil). WEETERNRS (ZEZEZF:
') o
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2. SEGMENT INFORMATION (continued) 2. FEER (50
(b) Geographical segments (b) HEHE
The following table presents revenue regarding TRENASERLR B Z K
the Group’s geographical segments. A
Hong Kong Elsewhere in the PRC Consolidated
Six months Six months Six months
ended 30 June ended 30 June ended 30 June
it hEAMME &8
BEAAZ+ALAER #EAR=+ALABA HERAZTHLAMEA
2003 2002 2003 2002 2003 2002
ZRFZF -FT-F ZERSE C-TT-F ZREZE ZFRCF

(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(*BEZ) (REEZ) (RBEH) (REER) (RBEH) (RLER)
HK$000 HK$'000 HK$’000 HK$'000 HK$000 HK$'000
BETA AL AEFAL BETA B BT

Segment revenue: AEBA
Sales to external customers ~ WANREFHE 13,074 1,086 83,246 47,841 96,320 48,927
3. TURNOVER, OTHER REVENUE AND GAINS 3. BEH - HbWIANRIWE
Turnover represents the sales value of goods EEBEDEHETEPZEREE
supplied to customers, interest income and rental BAEBARBERKA
income.
Six months ended 30 June
BEANA=Z+HLEAEA
2003 2002
—_EFZE —E2TF
(Unaudited) (Unaudited)
(RBER) (REERZ)
HK$’000 HK$000
BT T
Other revenue Hitg A
Claims receivable (Note) JEWRE (H3z) 8,233 -
PRC value-added tax exempted HEEERRS - 3,715
Investment and other income BEREMBA 594 43
8,827 3,758
Gains iy 25
Net realised loss on trading and BEERHEMESZ
other securities EERBETFE - (183)
Write back of impairment loss on Hit xR EBR
other investment [ - 4,000
- 3,817
8,827 7,575
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CHINA EVERBRIGHT TECHNOLOGY LIMITED

3. TURNOVER, OTHER REVENUE AND GAINS
(continued)

Note:

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

Goodnice was engaged in the
manufacturing of computer keyboards.
Pursuant to the Goodnice Agreement, G
Yean provided profit guarantees in respect
of Goodnice to the Company for the three
years ended 31 December 1999. Following
a shortfall of the net profit after tax of
Goodnice compared to the guaranteed
amount for the year ended 31 December
1999, the Company claimed from G Yean
a total of approximately HK$50 million (the
“Claim”) and initiated legal proceedings
against G Yean for the Claim in 2001.

Subsequent to the balance sheet date, a
settlement deed (the “Deed”) was entered
into between the Company and G Yean in
respect of the settlement of the Claim and
a total of HK$8.2 million was received from
G Yean as full settlement of the Claim.

4. PROFIT FROM OPERATING ACTIVITIES

The Group’s profit from operating activities is
arrived at after charging:

Depreciation
Goodwill amortisation

e
AEEE
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3. EXRB -Hirl AR & (4)

M 3£

R—AhtF~A=+HAB"
ARAREBIE=FERE
BERAB ([EREE])ET
VEBEWmE ([EBRRE]) -
Bt AEBERBRERES
AR EEBEBERA
AI([EZE]) 2B TR
K-REAEE -—REETH
T REREE =T
17107,692,308f% A~ A1 & B
AT HRE-

%%EW&%%%%%O
ﬁfﬁ Bl ed - BIREE R
BEE— hﬂﬂi+:ﬂ£+
—HIE=EFERAQEED
BAMREF-HREBEEE—N
ANFE+ZA=+— Htif
ZBRBIR SRR R E £ B
AN/ TﬂﬁﬁigLﬁmA%
%Mﬁ?%ﬁU%AD WH
—EE-FREREERMAR
B2 EZREF-
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B ARAEERE
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4. BEHEF

AEEZ KRNI T EE:

Six months ended 30 June

BEAA=tTRALAEAR

2003 2002
—EER=H —ZT-F
(Unaudited) (Unaudited)
(RBER) (REEZ)
HK$’000 HK$000
BT BT
6,789 2,790
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5.

FINANCE COSTS
Interest on bank loans RITERZFE
6. TAX
Hong Kong B
Elsewhere H i [
Share of tax attributable to associates — FT {5 HE & X 7] §i 3B
Tax charge for the period HARERX

INTERIM REPORT 2003 CHINA EVERBRIGHT TECHNOLOGY LIMITED

No provision for Hong Kong profits tax has been
made as the Group did not generate any
assessable profits arising in Hong Kong during
the period (2002: Nil). Taxes on profits assessable
outside Hong Kong have been calculated at the
rates of tax prevailing in the jurisdictions in which
the Group operates based on existing legislation,
interpretations and practices in respect thereof.

At the balance sheet date, no deferred tax asset
has been recognised in respect of the tax losses
carried forward as they have arisen in subsidiaries
that have been loss-making for some time (31
December 2002: Nil).
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5. HKEHR

Six months ended 30 June

HEAA=tALXEA

2003 2002
—BE=F —ET-F
(Unaudited) (Unaudited)
(RBER) (REEZ)

HK$’000 HK$000
BT BT
3,464 -
. BIE
Six months ended 30 June
BZEAA=1THILEAMEA

2003 2002
—BE=F§ —ET-F
(Unaudited) (Unaudited)
(RBER) (REEZ)

HK$’000 HK$000
BT T

522 873

522 873

522 873

HRAEERNPAANTEREBELTE
] R BR B0 ) > B B 5 R A S B
EHEH (CETF:8) NEE
LASMb [ 2 &SRBt M I IR TR A &
EEEER 2 AEER ZRITHE $F<
EEMZBRITEN 2B RAEDIG

HER BRARREEERE
L/(&ﬁ’ B8 2 M B A E - M &t
WERTAEERBEE (ZET =
FT+ZA=+—H: &)~



CHINA EVERBRIGHT TECHNOLOGY LIMITED

7. DIVIDEND

The directors do not recommend the payment of
an interim dividend for the six months ended 30
June 2003 (2002: Nil).

EARNINGS PER SHARE

The calculation of basic earnings per share is
based on the net profit for the period of
HK$10,358,000 (2002: HK$8,366,000) and the
weighted average of 1,544,831,000 ordinary
shares (2002: 1,553,349,000 ordinary shares) in
issue during the period.

A diluted earnings per share amount was not
shown as there were no potential ordinary shares
during the period (2002: Nil).

FIXED ASSETS

During the period, apart from fixed assets acquired
through the acquisition of certain subsidiaries as
detailed in note 17(b), the Group also acquired
fixed assets amounting to approximately HK$6.5
million (2002: HK$3.7 million).

At the balance sheet date, the Group had an
investment property (the “Dongguan Property”)
located in Dongguan, the PRC, with a carrying
amount of HK$19,500,000. The Group has not
yet obtained the relevant title certificate for the
Dongguan Property. As confirmed by the Group’s
PRC legal counsel, the Group is the rightful and
equitable owner of the Dongguan Property.
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7. BB

EEZgEMRBE-_ET=F A=
+ B 1ENE AR EA P E RS
(ZET=F 8] -

. BRER

TR EAR BT TR E A BB AL S
103580007‘5(*9@@*$'?§?ﬁ%
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f& 2 n#EF 9 %01,544,831 oooﬂx(_
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10. INVENTORIES

11.

Raw materials R %
Work in progress EHm
Finished goods B

At the balance sheet date, the Group had no
inventories carried at net realisable value (31
December 2002: Nil).

TRADE RECEIVABLES
An aged analysis of trade debtors of the Group as

at the balance sheet date, based on invoice date,
and net of provisions, is as follows:

1 to 3 months 1231 A
4 to 6 months 4Z6M@A
7 to 12 months 7E12{E A
More than 1 year 1R E

Trade debts are due after one month from the
date of billing. Trade debtors with balances that
are more than three months overdue are required
to settle all outstanding balances before any
further credit is granted.
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10. &
30 June 31 December
2003 2002
-3 -2 —ZT-F
~A=+H +ZA=+—H
(Unaudited) (Audited)
(REER) (fe&ERZ)
HK$’000 HK$000
BT T
44,170 10,085
9,466 3,807
55,336 26,054
108,972 39,946

REE R NEBE W EIZRAEEFE
NEZHFE(ZEE-F+=-A=+

—H: )

11. & Y32 B 5K

AEERFEERARBRRAGEZE
WRR IR B R 2 R DT T

30 June 31 December
2003 2002
—_EFZ=F —ET-F
~A=+H +ZA=+—H
(Unaudited) (Audited)
(REER) (fe&ERZ)
HK$’000 HK$000
BT T
15,245 6,007
3,519 71
34,289 479

296 231

53,349 6,788

EWRR MR B ES — @[ D
BH=E AN Lz BRI AERAR
BIBRIA P T -
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12. CASH AND CASH EQUIVALENTS

RRERREEFE

INTERIM REPORT 2003

30 June 31 December

2003 2002

—_EFCE —ERTF

~A=+A +-A=+—H

(Unaudited) (Audited)

(RBEX) (&%)

HK$’000 HK$000

BT Bl

Time deposits with banks ERITZEBHER 249,330 323,168
Cash and bank balances ReRBITER 62,763 34,336
312,093 357,504

At the balance sheet date, the cash and cash REER K& .M/\E’ﬁg (TAR
equivalents of the Group denominated in W) RERNZBHERRE & #

Renminbi (“RMB”) amounted to approximately
December
HK$19,934,000). RMB is not freely convertible
into foreign currencies. Under the Rules of the
PRC on Foreign Exchange Control and
Administrative Regulations on Foreign Exchange
Settlements, Sales and Payments, the Group is

HK$31,974,000 (31

2002: +=—A=+—H

BIRINE -

permitted to exchange RMB for foreign currencies
through banks authorised to conduct foreign

exchange business.

13. TRADE PAYABLES

An aged analysis of the trade payables as at the
balance sheet date, based on invoice date, is as

follows:

1 to 3 months
4 to 6 months
7 to 12 months

13. FE 1 BR &K

mﬁ&%m9momm(777f¢
1 7% 19,934,000
) ARBTSEBRIBRAEEME
o AR 1 R B B A HINEE B IR K 45 DB
ERNEEEHAT AEBEENTE
BRETIINEER 2RITHARE R

BRIBEEREHECEMNEREIRGEEA
ZEREBE AN
30 June 31 December
2003 2002
—EEZH —ET-F
~A=+AH +-A=+—8
(Unaudited) (Audited)
(RBEZ) (BHE%)
HK$7000 HK$000
e X S BT
12318 A 27,088 11,867
4Z6M@ A 249 1,181
7E12{E A 3,374 3,263
30,711 16,311
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14. BANK LOANS 14. RITE K

The Group’s bank loans were acquired through REBZBRITERTIRIE17(0)FT
the acquisition of certain subsidiaries as detailed S REN B ARG - REEE
in note 17(b). As at the balance sheet date, the REBZBITERDUEEEBEREE
Group’s bank loans were secured by certain of 139,000,00070 2 & T & L i B2 4E
the Group’s leasehold land and buildings with a FRARREEZERRFTFERLREEE
carrying amount of HK$139 million and supported RAE ([HREE]) FAEL 2R
by guarantees executed by China Everbright -

Holdings Company Limited (“CEH”), a substantial
shareholder of the Company.

15. SHARE CAPITAL 15. B A&
30 June 2003 31 December 2002
“EF¥=£RA=Z+H T -_F+-A=Z+—H
(Unaudited) (Audited)
(RBER) (B&8%)
No. of shares Amount No. of shares Amount
B EE 8 BRin &8 8
000 HK$000 000 HK$'000
& BT TR BT
Authorised: ZE:
Ordinary shares of BREEBEF0.107
HK$0.10 each ZEBR 2,000,000 200,000 2,000,000 200,000

Issued and fully paid: ERITRBHHE:

At beginning of RE/E4)

period/year 1,544,831 154,483 1,553,349 155,335
Shares repurchased BEBERH - - (8,518) (852)
Atend of periodiyear A E /&K 1,544,831 154,483 1,544,831 154,483
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16. RESERVES 16. & &
Share Goodwill
premium  arising on Statutory Exchange  Accumulated
account  consolidation reserves reserve losses Total
&4
R EERE
ROREE ELvEE i EiffG 2RER b
(Note ii) (Note i)
(1 32ii) (M 3)
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(RBER) (RBER) (RLER) (REER) (REER) (REEH)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETL BETA BETL BETL BETA BETA
At 1 January 2002 RZBTZ
-A-H 679,592 (15,300) 2,760 (220) (306,115) 360,717
Exchange differences GARBANIN
arising on consolidation  HEKBAFZ
of subsidiaries RERFEEL
outside Hong Kong ERER - - - 24) - (24)
Profit for the period REREF - - - - 8,366 8,366
At 30 June 2002 RIBZRZE
~NAZTH 679,592 (15,300) 2,760 (244) (297,749) 369,059
At 1 January 2003 RZBZZF
-A-H 677,882 (15,300) 4,743 147 (302,705) 364,767
Exchange differences ARBANIN
arising on consolidation  HEKBAFZ
of subsidiaries RERMEEL
outside Hong Kong EXEE - - - 331 - 331
Profit for the period KBRS - - - - 10,358 10,358
At 30 June 2003 R-FE=F
~NAZTH 677,882 (15,300) 4,743 478 (292,347) 375,456
Notes: i 32

(i) In accordance with PRC regulations, certain

companies in the PRC are required to transfer
part of their profits after tax to the statutory
reserve fund, before profit distributions are
made. The amounts of the transfers are subject
to the approval of the boards of directors of
these companies, in accordance with their
articles of association. The statutory reserve
fund is non-distributable and may be used
either to offset against losses, or for
capitalisation issues by way of paid-up capital.
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16. RESERVES (continued)

(ii) Under the Companies Law Cap. 22 (Law 3 of
1961, as consolidated and revised) of the
Cayman lIslands, the share premium account
is distributable to the shareholders of the
Company, provided that immediately
following the date on which the dividend is
proposed to be distributed, the Company will
be in a position to pay off its debts as and
when they fall due in the ordinary course of
business.

17.RELATED PARTY AND CONNECTED
TRANSACTIONS

In addition to those disclosed elsewhere in these
interim financial statements, the Group had the
following material transactions with related parties
and/or connected persons during the period:

16. & (&)

RERAEHEEINE _+-_FQ
AR (-AR—FE=M KReE
:JZIK) Pt 34 8 BR AT 20 R T AR
NARR - HEREREEZ D IRR
EE%@?&’$ AATEEAER
REEBPIHZAE

17T BEREALZXGRAERS

B BmREEEIN RERR
AEREEREALT R KBEATL
ETZ2EAZRSMT:

Six months ended 30 June

BEAA=+tHLAEA

2003 2002

—_EFZ=F ZETF

(Unaudited) (Unaudited)

(RBER) (REER)

HK$’000 HK$000

BT T

Rental income — Note (a) Tﬁéuﬁz)\ Kt iF(a) 1,086 1,086
Interest on bank loans — Note (e) RITERFIE — Hit(e) 482 -

(@) On 23 November 2001, a tenancy agreement
was entered into between the Group and CEH,
the substantial shareholder of the Company,
under which the Group agreed to let and CEH
agreed to lease a portion (with saleable area
of approximately 4,586 square feet) of an
investment property of the Group situated in
Hong Kong at a monthly rental of HK$185,000
(inclusive of management fee, insurance,
government rent and rates) for a term of
two years commencing from 28 November
2001. Details of the tenancy agreement were
announced in a press announcement by the
Company on 23 November 2001. The directors
considered that the monthly rentals were
charged by the Group with reference to the
prevailing market prices.
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17.RELATED PARTY AND CONNECTED 17. EFHEALTZZXSIRBEAERS
TRANSACTIONS (continued) (&)

(b) On 21 March 2003, the Company entered into by RZEZ=F=A_+—H &K

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

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

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

PARTY AND CONNECTED

TRANSACTIONS (continued)

(b) After completion of the CEIL Agreement and

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

At the date of acquisition, the Group’s share
of total net assets of the Wellpeck Group
amounted to approximately HK$3.3 million
and the goodwill arising from the acquisition
amounted to approximately HK$5.8 million.
The net assets of the Wellpeck Group mainly
comprised fixed assets and bank loans.

Further details of these connected transactions
are set out in a press announcement made by
the Company on 21 March 2003.

The amount due to CEH, the substantial
shareholder of the Company, which was
transferred to the Group through the
acquisition of the Wellpeck Group as detailed
in note (b) above, is interest-free, unsecured
and has no fixed terms of repayment.
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17.RELATED PARTY AND CONNECTED
TRANSACTIONS (continued)

(d) In 2000, the Group advanced a total of

approximately HK$16 million (the “Advance”)
to a former subsidiary of the Company. The
Advance was supported by a corporate
guarantee provided by China Everbright Group
Limited (“CEG”), a related company of the
Company. In view of the uncertainties of the
recoverability, the directors considered that it
was more appropriate to fully write off the
Advance during the year ended 31 December
2000. On 15 April 2003, an agreement was
entered into between the Group and CEG
pursuant to which CEG agreed to compensate
the Group of the Advance by means of transfer
of certain of the CEG’s properties located in
the PRC to the Group. During the period, CEG
has transferred to the Group a property located
in Shenzhen, the PRC at an agreed value of
approximately HK$12,060,000 arrived at with
reference to the valuation report issued by
Chung, Chan and Associates, an independent
firm of professionally qualified valuers, valued
on an open market basis.

A write back of HK$12,060,000 has been
dealt with in the unaudited condensed
consolidated profit and loss account during
the period.

(e) At the balance sheet date, the Group had bank

loans of HK$36,275,000 borrowed from China
Everbright Bank Company Limited, a related
company of the Company (“EB Bank Loans”).
The EB Bank Loans were transferred to the
Group through its acquisition of the Wellpeck
Group as detailed in (b) above and bore
interest at 5.31% per annum.
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. CAPITAL COMMITMENT

On 14 March 2003, the Company entered into a
conditional sale and purchase agreement (the
“Starlex Agreement”) with Mr. Tso Yung, an
independent third party, pursuant to which, the
Company agreed to purchase the entire issued
share capital in Starlex Limited (“Starlex”), a
company incorporated in the British Virgin Islands,
for a cash consideration of HK$99.8 million.

The completion of the Starlex Agreement is
conditional upon the fulfilment of certain
conditions set out in the Starlex Agreement,
including, inter alia, completion of the acquisition
of the entire equity interest in a company
principally engaged in property development in
the PRC. At the balance sheet date, the Starlex
Agreement had not been completed and no
payment in respect of the transaction had been
made by the Group. At the balance sheet date,
the Group had a capital commitment contracted,
but not provided for, in respect of the
aforementioned transaction amounting to HK$99.8
million.

Further details of the above acquisition transaction
are set out in an announcement made by the
Company on 17 March 2003 and in the circular
of the Company issued to its shareholders on 7
April 2003.

POST BALANCE SHEET EVENT

Subsequent to the balance sheet date, the Deed
was entered into between the Company and G
Yean in respect of the settlement of the Claim
and a total of HK$8.2 million was received from
G Yean as full settlement of the Claim. Further
details of such settlement are set out in note 3 to
the interim financial statements.

APPROVAL OF THE
REPORT

INTERIM FINANCIAL

The unaudited condensed interim financial
statements were approved and authorised for issue
by the board of directors on 29 August 2003.
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Ell ERNST & YOUNG

Z AR g 3t & F B O
INDEPENDENT REVIEW REPORT

To the board of directors

CHINA EVERBRIGHT TECHNOLOGY LIMITED
(Incorporated in the Cayman Islands with limited
liability)

We have been instructed by the Company to
review the interim financial report as set out on
pages 14 to 34.

Respective responsibilities of directors and
auditors

The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited
require the preparation of an interim financial
report to be in compliance with Hong Kong
Statement of Standard Accounting Practice No.
2.125 “Interim financial reporting” issued by
the Hong Kong Society of Accountants (the
“HKSA”) and the relevant provisions thereof. The
interim financial report is the responsibility of,
and has been approved by, the directors.

It is our responsibility to form an independent
conclusion, based on our review, on the interim
financial report and to report our conclusion
solely to you, as a body, in accordance with
our agreed terms of engagement, and for no
other purpose. We do not assume responsibility
towards or accept liability to any other person
for the contents of this report.
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Review work performed

We conducted our review in accordance with
Statement of Auditing Standards 700
“Engagements to review interim financial
reports” issued by the HKSA. A review consists
principally of making enquiries of the
management of the Company and its
subsidiaries and applying analytical procedures
to the interim financial report and based
thereon, assessing whether the accounting
policies and presentation have been consistently
applied unless otherwise disclosed. A review
excludes audit procedures such as tests of
controls and verification of assets, liabilities and
transactions. It is substantially less in scope than
an audit and therefore provides a lower level of
assurance than an audit. Accordingly, we do
not express an audit opinion on the interim
financial report.

Review conclusion

On the basis of our review which does not
constitute an audit, we are not aware of any
material modifications that should be made to

the interim financial report for the six months
ended 30 June 2003.

Ernst & Young
Certified Public Accountants

Hong Kong, 29 August 2003
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