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

o design, manufacturing, marketing and trading
of fine jewellery and diamonds

o property investment and development

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

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

SSAP 1 (Revised):
“Presentation of financial statements”

e SSAP 11 (Revised):
“Foreign currency translation”

e SSAP 15 (Revised):
“Cash flow statements”

e SSAP 34:
“Employee benefits”

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

SSAP 1 prescribes the basis for the presentation of
financial statements and sets out guidelines for their
structure and minimum requirements for the content
thereof. The principal impact of the revision of this
SSAP is that a consolidated statement of changes in
equity is now presented in place of the consolidated
statement of recognised gains and losses that was
previously required and in place of the Group's reserve
note.
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IMPACT OF NEW AND REVISED HONG
KONG STATEMENTS OF STANDARD
ACCOUNTING PRACTICE (continued)

SSAP 11 prescribes the basis for the translation of
foreign currency transactions and financial statements.
The principal impact of the revision of this SSAP on
the consolidated financial statements is that the profit
and loss accounts of overseas subsidiaries and
associates are now translated into Hong Kong dollars
at the weighted average exchange rates for the year,
whereas previously they were translated at the
exchange rates ruling at the balance sheet date. Further
details of this change are included in the accounting
policy for “Foreign currencies” in note 3 to the financial
statements.

SSAP 15 prescribes the revised format for the cash
flow statement. The principal impact of the revision of
this SSAP is that the consolidated cash flow statement
now presents cash flows under three headings, cash
flows from operating, investing, and financing activities,
rather than the five headings previously required. In
addition, cash flows from overseas subsidiaries arising
during the year are now translated into Hong Kong
dollars at the exchange rates at the dates of the
transactions, or at an approximation thereto, whereas
previously they were translated at the exchange rates
at the balance sheet date. Further details of these
changes are included in the accounting policy for
“Foreign currencies” in note 3 to the financial
statements.

SSAP 34 prescribes the recognition and measurement
criteria to apply to employee benefits, together with
the required disclosures in respect thereof. The
adoption of this SSAP has resulted in no material
change to the previously adopted accounting
treatments for employee benefits.
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POLICIES
Basis of preparation

These financial statements have been prepared in
accordance with SSAPs, accounting principles generally
accepted in Hong Kong and the Companies Ordinance.
They have been prepared under the historical cost
convention, except for the remeasurement of certain
leasehold land and buildings, investment properties and
other investments, as further explained in the
accounting policy note below.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
for the year ended 30 June 2003, except for Conti
Jewelry (Guangzhou) Limited which has not been
consolidated for the reasons stated in note 15 to the
financial statements. The results of the subsidiaries
acquired or disposed of during the year are
consolidated from or to their effective dates of
acquisition or disposal, respectively. All significant
intercompany transactions and balances within the
Group are eliminated on consolidation.

Subsidiaries

A subsidiary is a company in which the Company,
directly or indirectly, controls more than half of its
voting power or issued share capital or controls the
composition of its board of directors.

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

Associates

An associate is a company, not being a subsidiary, in
which the Group has a long term interest of generally
not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (continued)

The Group's share of the post-acquisition results and
reserves of associates is included in the consolidated
profit and loss account and consolidated reserves,
respectively. The Group’s investments in associates are
stated in the consolidated balance sheet at the Group's
share of net assets under the equity method of
accounting, less any impairment losses.

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

Goodwill

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

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset and amortised
on the straight-line basis over its estimated useful life
of not more than 20 years. In the case of associates,
any unamortised goodwill is included in the carrying
amount thereof, rather than as a separately identified
asset on the consolidated balance sheet.

SSAP 30 “Business combinations” was adopted as at 1
July 2001. Prior to that date, goodwill arising on
acquisitions was eliminated against consolidated
reserves in the year of acquisition. On the adoption of
SSAP 30, the Group applied the transitional provision
of SSAP 30 that permitted such goodwill to remain
eliminated against consolidated reserves, details of
which are set out in note 14 to the financial statements.
Goodwill on acquisitions subsequent to 1 July 2001 is
treated according to the SSAP 30 goodwill accounting
policy above.



Annual Report 2003 £}

Notes to Financial Statements » B 358 & M s

30 June 2003
—ZEZE=FA=1H

= FESTHHERE ») 3. SUMMARY OF SIGNIFICANT ACCOUNTING

BaE #)

- HERGHEBRIESE
R ERRZEEFENE
BRODARELEHEZEBEE
BHBEREMBRE (E
AR - FRERKBRESS
R H 2 EMEAEEmERT
BE - XAHALEREHER
ZEtER -

R EH B AR K E QA
2

BE(BERNDAESAREY
HeHE) cREENEFE
i TERSLEZER T
HABE LR - BR IFREREE
DRFRMEEAEBR T &R
ZRESMESMHM LR - MA
BREEZIEZHCDEHEZE
e e SHEAE#R

R E B BT T o

BEAL

i E R — T e B sk R 2
A RER—HHEZH
BREEBRREEATEN
EHABREAL - METRK
AFAEFHXZXARNEATE
EHTEREALT - BEAL
AREMALRRRIERE -

BEERE

REZKERYEFEREARME
AER BT HBREREER
B AREEEFABERBARR
AN A EFEREEER R
ERRETBFAELAIEER -
fHEMIE RSB LA 8 - Al
SRFAEEZAKEEE - B
EZAWERBELIREERR
BEEXEFEEUABRSER

9 E
B)HE -

POLICIES (continued)
Goodwill (continued)

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

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

Related parties

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

Impairment of assets

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

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

A previously recognised impairment loss is reversed
only if there has been a change in the estimates used
to determine the recoverable amount of an asset,
however not to an amount higher than the carrying
amount that would have been determined (net of any
depreciation/amortisation), had no impairment loss
been recognised for the asset in prior years.

A reversal of an impairment loss is credited to the
profit and loss account in the period in which it arises,
unless the asset is carried at a revalued amount, when
the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that
revalued asset.

Fixed assets and depreciation

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

In accordance with the transitional provisions set out
in SSAP 17 “Property, plant and equipment”, further
revaluations of the leasehold land and buildings of the
Group have not been undertaken subsequent to the
adoption of SSAP 17 in 1996.

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

Leasehold land Over the lease terms

Factory buildings 4%
Commercial buildings 3%
Leasehold improvements 25%
Plant and machinery 10%-33%
Furniture, fixtures and equipment 17%
Motor vehicles 25%

The gain or loss on disposal or retirement of a fixed
asset recognised in the profit and loss account is the
difference between the net sales proceeds and the
carrying amount of the relevant asset.

Construction in progress represents the costs incurred
in connection with the construction of fixed assets,
which is stated at cost less any impairment losses, and
is not depreciated. Cost comprises the direct costs
incurred during the period of construction, installation
and testing. Construction in progress is reclassified to
the appropriate category of fixed assets when
completed and ready for use.
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POLICIES (continued)
Investment properties

Investment properties are interests in land and buildings
in respect of which construction work and development
have been completed and which are intended to be
held on a long term basis for their investment potential,
any rental income being negotiated at arm’s length.
Such properties are not depreciated and are stated at
their open market values on the basis of annual
professional valuations performed at the end of each
financial year. Changes in the values of investment
properties are dealt with as movements in the
investment properties revaluation reserve. If the total
of this reserve is insufficient to cover a deficit, on a
portfolio basis, the excess of the deficit is charged to
the profit and loss account. Any subsequent revaluation
surplus is credited to the profit and loss account to
the extent of the deficit previously charged.

On disposal of an investment property, the relevant
portion of the investment properties revaluation reserve
realised in respect of previous valuations is released to
the profit and loss account.

Property under development

Property under development is an investment in land
and buildings where the construction work has not
been completed. The investment is stated at cost less
any impairment losses. Cost comprises development
and construction expenditure incurred, interest charges
capitalised and other costs directly attributable to the
development.
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POLICIES (continued)
Operating leases

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

Investment securities

Investment securities are non-trading investments in
listed and unlisted equity securities intended to be held
on a long term basis. Both listed and unlisted equity
securities are stated at cost less any impairment losses
that are considered by the directors to be other than
temporary, on an individual basis.

The carrying amount of an individual investment is
reviewed at each balance sheet date to assess whether
its fair value has declined below the carrying amount.
When such impairment has occurred, the carrying
amount of the investment is reduced to its fair value
and the amount of the impairment is charged to the
profit and loss account in the period in which it arises.

When the circumstances and events which led to the
impairment in value cease to exist and there is
persuasive evidence that the new circumstances and
events will persist for the foreseeable future, the
amount of the impairment previously charged is
credited to the profit and loss account to the extent of
the amount previously charged.
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POLICIES (continued)
Other investments

Other investments are investments in equity securities
or unit funds held for trading purposes and are stated
at their fair values on the basis of their quoted market
prices at the balance sheet date, on an individual
investment basis. The gains or losses arising from
changes in the fair value of a security are credited or
charged to the profit and loss account in the period in
which they arise.

Inventories

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

Cash and cash equivalents

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

For the purpose of the balance sheet, cash and bank
balances comprise cash on hand and at banks, including
term deposits, which are not restricted as to use.
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POLICIES (continued)
Provisions

A provision is recognised when a present obligation
(legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of
resources will be required to settle the obligation,
provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
balance sheet date of the future expenditures expected
to be required to settle the obligation. The increase in
the discounted present value amount arising from the
passage of time is included in finance costs in the
profit and loss account.

Deferred tax

Deferred tax is provided, using the liability method, on
all significant timing differences to the extent it is
probable that the liability will crystallise in the
foreseeable future. A deferred tax asset is not
recognised until its realisation is assured beyond
reasonable doubt.
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POLICIES (continued)
Revenue recognition

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

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

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

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

(iv) dividend income, when the shareholders’ right
to receive payment has been established.

Employee benefits
Employment Ordinance long service payments

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

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance, for those employees who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’
basic salaries and are charged to the profit and loss
account as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group’s
employer contributions vest fully with the employees
when contributed into the MPF Scheme.

Prior to the MPF Scheme becoming effective, the Group
operated a defined contribution retirement benefits
scheme (the “Prior Scheme”) for those employees who
were eligible to participate in this scheme. The Prior
Scheme operated in a similar way to the MPF Scheme,
except that when an employee left the Prior Scheme
before his/her interest in the Group’s employer
contributions vested fully, the ongoing contributions
payable by the Group were reduced by the relevant
amount of the forfeited employer’s contributions.

The employees of the Group’s subsidiaries which
operate in the People’s Republic of China except Hong
Kong (“Mainland China”) are required to participate
in a retirement benefits scheme (the “RB Scheme”)
operated by the local municipal government. These
subsidiaries are required to contribute a certain
percentage of their payroll to the RB Scheme to fund
the benefits. The only obligation of the Group with
respect to the RB Scheme is to pay the ongoing
required contributions under the RB Scheme.
Contributions under the RB Scheme are charged to
the profit and loss account as they become payable in
accordance with the rules of the RB Scheme.
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POLICIES (continued)
Borrowing costs

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

Dividends

Final dividends proposed by the directors are classified
as a separate allocation of retained profits within the
capital and reserves section of the balance sheet, until
they have been approved by the shareholders in a
general meeting. When these dividends have been
approved by the shareholders and declared, they are
recognised as a liability.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when
they are proposed and declared.

Foreign currencies

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

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

For the purpose of the consolidated cash flow
statement, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange rates
ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise
throughout the year are translated into Hong Kong
dollars at the weighted average exchange rates for the
year.

Prior to the adoption of the revised SSAPs 11 and 15
during the year, as explained in note 2 to the financial
statements, the profit and loss accounts and the cash
flows of overseas subsidiaries were translated into Hong
Kong dollars at the exchange rates ruling at the balance
sheet date. The adoption of the revised SSAP 11 has
had no material effect on the financial statements.
The adoption of the revised SSAP 15 has had no
material effect on the amounts of the previously
reported cash flows of the prior year.

Trade receivables

The Group normally allows credit terms of 90 days to
its customers, except for certain well-established
customers with a good repayment history, where a
longer credit period is granted. Each customer has a
maximum credit limit. The Group seeks to maintain
strict control over its outstanding receivables. Overdue
balances are regularly reviewed by senior management.
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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 other business segments. Summary
details of the business segments are as follows:

(a) design, manufacturing, marketing and trading
of fine jewellery and diamonds; and

(b) property investment and development.

No business segment information is presented as over
90% of the Group’s revenue and results are derived
from the design, manufacturing and trading of fine
jewellery and diamonds.

In determining the Group’s geographical segments,
revenues are attributed to the segments based on the
location of the customers and assets are attributed to
the segments based on the location of the assets.
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i & 2 B Geographical segment
T 2% #5172 55 B4R 35 7 i [ & The following table presents revenue and certain asset
DZEA - ARETFEERFA and expenditure information for the Group's
XZER o geographical segments.
BEH B g A E &4
North America Europe Hong Kong Other areas Consolidated

2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
Fér TEr TEx TEr TEx ThAr FEx TEr TEr TEn
HK$'000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'000

AHBA - Segment revenue:
HETHREP Sales to external
customers 582,024 497,738 442,157 361,489 183,746 143,785 5,824 12,324 1,213,751 1,015,336
AARBA Unallocated revenue - = = - 4629 7,560 = - 4629 7,560
582,024 497,738 442,157 361,489 188,375 151,345 50824 12,324 1,218,380 1,022,896
A HEH - Other segment
information:
FHBEE Segment assets 63,763 64,835 70,005 45389 632,026 634,774 42,038 34,075 807,832 779,073
BARR Capital expenditure - - 315 876 1609 1874 6405 3267 8329 6017
ETRRN - £ 5. TURNOVER
EEHELCHBRERERBE ST Turnover represents the net invoiced value of goods
HEEELEM BEEH5 sold, after allowances for returns and trade discounts,
FEWAR EMEE 2B interest income and dividend income from listed
A e investments.
EERBEZOMBAT : An analysis of turnover is as follows:
2003 2002
FET FiE T
HK$’000 HK$'000
HE & m Sale of goods 1,213,751 1,015,336
F WA Interest income 4,283 7,310
EMEEZBRERA Dividend income from listed

investments 346 250

1,218,380 1,022,896
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s Mg (BEFA) A

PROFIT FROM OPERATING ACTIVITIES

The Group’s profit from operating activities is arrived

T#IEE : at after charging/(crediting):
2003 2002
FTERT FET
HK$’000 HK$'000
EELFERAE Cost of inventories sold 1,134,283 921,859
nE (WE+=) Depreciation (note 13) 7,939 6,643
BERE* Impairment of goodwill* - 1,920
BETHREREFEENE Minimum lease payments under
2 HEHEHIE operating leases on land
and buildings 4,811 4,407
ZE B & Auditors’ remuneration 806 850
EIRA (BREZEME Staff costs (including directors’

— N remuneration — note 8):

IR & Wages and salaries 53,865 48,999

BREFT IR Retirement scheme contributions 1,040 1,075

BRI R Less: Forfeited contributions (8) (258)

54,897 49,816

FERE Provision against inventories** 9,679 6,459
B —FEXKRE QA Provision for an amount due from

FEZ B an investee company - 19
B 5 & H o W IR B Provision for trade and other receivables 5,834 11,892
BT kiEe 2 BE Provision for prepayments and deposits - 5,856
JE e — B i A B FRIB 2 B A Provision for an amount due from

an associate - 3,000
—HRBRARZEERE Provision on assets of a subsidiary - 3,406
R B U RRIB 2 B4 Provision for long term receivables - 3,000
HEBTEEZER Loss on disposal of fixed assets 1,568 843
HEREEFZEE Loss on disposal of investment securities - 444
HiRE 2B 8RR RER Realised and unrealised losses/(gains)

BB/ () on other investments (851) 1,456
PEE Mz 0 R Exchange gains, net (9,820) (1,593)
MEWABRERFH Gross and net rental income (767) (723)
RGN B D 7B R B Release of exchange fluctuation reserve

on winding up of foreign subsidiaries ~ (1,199) -
HE—RBIRBA RSB RE Gain on partial disposal of equity

2 Wz interest in a subsidiary = (306)

& HE-_ZTZ_FA=+ 3 The impairment of goodwill for the year ended 30
HIFEEzHE2/RED T June 2002 was included in “Other operating
AE OB T [E fhas s expenses” on the face of the consolidated profit and
|7 o loss account.

o REEFEBEDHAL
ARBEL [HERE]
A o

*x The provision against inventories for the year was
included in “Cost of sales” on the face of the

consolidated profit and loss account.



Annual Report 2003 £}

Notes to Financial Statements » B 358 & M s

30 June 2003
—ZEZE=FA=1H

t - MERAE

FINANCE COSTS

EN 3

Group
2003 2002
FET FET

HK$'000 HK$'000

REFAZHBERZRTER
REXHE

B ERMEERCME (HE )

Interest expense on bank loans and
overdrafts wholly repayable within
five years 1,214 1,160

Less: Interest capitalised on a property
under development (note 19) (426) (357)

788 803

N> EBMEREVESH
==

KEBEMAEXZHMARRA
ErEMRAREBENE—
BAT—GRABEECESTHS

DIRECTORS’ REMUNERATION AND FIVE
HIGHEST PAID EMPLOYEES

Directors’ remuneration disclosed pursuant to the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and Section 161 of

wm the Hong Kong Companies Ordinance is as follows:
rEE
Group
2003 2002
FHT FEL
HK$’000 HK$°000
e Fees:
HITESR Executive directors = =
BUFNTES Independent non-executive directors 150 150
150 150
HATEEM S Other executive directors’ emoluments:
e ZHLEDN G Salaries, allowances and benefits
in kind 5,996 6,074
FRE T R Retirement scheme contributions 249 253
B4 Bonus 1,125 1,068
7,520 7,545
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HIGHEST PAID EMPLOYEES (continued)

Save as disclosed above, none of the non-executive or
independent non-executive directors received any fees
or other reimbursements or emoluments for the year
ended 30 June 2003.

The number of directors whose remuneration fell within
the following bands is as follows:

EEAH

Number of directors
2003 2002

£ %1,000,0007% 7T
1,000,001 7T & 1,500,000 7T
3,500,001 7T 24,000,000 7T

Nil - HK$1,000,000 5
HK$1,000,001 - HK$1,500,000 2
HK$3,500,001 - HK$4,000,000 1 1

FAMBESHRURBTRE
EAMEez 25k -

FA-AEEYEREEZ(N
E 1] B & PAVE A3 DDA SRR A0A
AEE R 2 RE KRR E o

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the year.

During the year, no emoluments were paid by the
Group to the directors as an inducement to join, or
upon joining the Group, or as compensation for loss
of office.
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HIGHEST PAID EMPLOYEES (continued)
Five highest paid employees

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

EN 3

Group
2003 2002
FET FET

HK$000 HK$'000

FE o RMREMH S

Salaries, allowances and benefits

in kind 2,047 1,377

RIRE A S50 Retirement scheme contributions 3 5
B4 Bonus 1,291 197
3,341 1,579

FEZsEAFEEMMEZ
SENFTTIHEZ AN
™~

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

EEAH
Number of employees
2003 2002
1,000,000 7t & 1,500,000 7T HK$1,000,001 to HK$1,500,000 1 -
1,500,001 7T £ 2,000,000 7T HK$1,500,001 to HK$2,000,000 - 1
2,000,001 7T 22,500,000/ 7T HK$2,000,001 to HK$2,500,000 1 -
2 1

TR AEEYERNAURS
FREXNEMME - (ERM
AR INARSE B 2 A X
BEmcm(E -

During the year, no emoluments were paid by the
Group to the five highest paid employees as an
inducement to join or upon joining the Group, or as
compensation for loss of office.
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h~ B\ 9. TAX

BERNERIVAREE 2 fhEh
JERBURE N IR E17.5% (=F
T_F :16%) T E - Hfi
B JE SR B0 Al 2 B TRIZ AN R
L& 2 (8 Bl BE M [ 3R 5 @
ZBMERFE - UREZFEE
wiEzRITIE - 2ERIED
fEH -

Hong Kong profits tax has been provided at the rate
of 17.5% (2002: 16%) on the estimated assessable
profits arising in Hong Kong during the year. Taxes on
profits assessable elsewhere have been calculated at
the applicable rates of tax prevailing in the jurisdictions
in which the Group operates, based on existing
legislation, interpretations and practices in respect
thereof.

rEE
Group
2003 2002
FET FET

HK$'000 HK$'000

AEHE: Group:
BE Hong Kong 2,715 1,028
Hipi Elsewhere 1,350 165
BEFEBETR Underprovision in prior years 12 =
4,077 1,193
e {5 2 AT YL I 5408 Share of tax attributable to:
/N Associates 169 (14)
AEEHRTE Tax charge for the year 4,246 1,179

HREZRRSEIMEE AN
FEMRMELEZABENR
RRTEER - WAL EHIELT
BIRAE B -

AEBMREYE - HELH
MBF 2 EFGEEL T B
Z 0 B WESHERE2E
EEEBRBASE

No provision for deferred tax has been made in respect
of accelerated capital allowances as the directors
consider that a liability is not expected to crystallise in
the foreseeable future.

The revaluation of the Group’s investment properties
and leasehold land and buildings does not constitute a
timing difference and, consequently, the amount of
potential deferred tax thereon has not been quantified.
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T RREGBEEBKAF 10. NET PROFIT FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS
a§—7 7_£ﬁ/\ﬂ +E|JJ:
FE  RARBMBREFE The net profit from ordinary activities attributable to
BrRREEBEEBLENA shareholders for the year ended 30 June 2003 dealt
774,000 L (ZZEZT =4 : § with in the financial statements of the Company was
$8)¥%82,816,000/ 7T) ° HK$774,000 (2002: net loss of HK$2,816,000).
+—-RE 11. DIVIDENDS
2003 2002
FET FET
HK$'000 HK$'000
hERR B — EJ&L MAR0.017% Interim - HK$0.01 (2002: HK$0.01)
(ZZZ=F:00187T) per ordinary share 2,798 2,798
R R R 2 —tJ&%@on 0177 Proposed final — HK$0.01 per
(Z2T=F : @\) ordinary share (2002: Nil) 2,798 =
5,596 2,798
Efizzliiriﬁﬂﬁ SUFCEIN The proposed final dividend for the year is subject to
RABREREREBAFARE L8 the approval of the Company’s shareholders at the
B e forthcoming annual general meeting.
T -BREF 12. EARNINGS PER SHARE

FRERNEF TR EREENL
RAFFZAEF10,138,00078 7T (=
TE — 4 : 3,835,000 L) &
FREETEBER 2 NEFS
#(279,800,031% (—Z T =& =
£ : 279,800,0310%) 5t & -

RBEE_TZT=FK_- 37_
FRA=ZTHLEFE A2
BIREREERT

The calculations of basic earnings per share is based
on the net profit attributable to shareholders for the
year of HK$10,138,000 (2002: HK$3,835,000), and the
weighted average of 279,800,031 (2002: 279,800,031)
ordinary shares in issue during the year.

No diluted earnings per share amounts are shown as
the Company has no potential dilutive ordinary shares
for the years ended 30 June 2003 and 2002.
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A48
Group
L ffi
kg £E.
VEE RERAE
Buildings Furniture,
and BE fixtures,
RENE MELH leasehold  REE equipment HEERIR
Investment Leasehold improve- Plant and and motor Construction aE
properties land ments machinery  vehicles in progress Total
Thr TEr FExr ThAr  ThEr  TEr  TEx
HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000
A fE : Cost or valuation:
R-ZEZ-£+f-H At 1 July 2002 4,550 15,912 29,337 46,819 29,221 - 125839
wE Additions = = 1,164 2,224 2,335 2,606 8,329
& Disposals - - - - (1,749) - (1,749
EfBH Surplus on revaluation 30 - - - - = 30
ERAR Exchange realignment - - - 2) 54 S 52
RZBE=ExA=1H At 30 June 2003 4580 15912 30501 49,041 29,861 2,606 132,501
ZithE Accumulated depreciation:
RZEE_F+HA-H At 1 July 2002 - 3,563 19,706 20,183 23,530 - 66,982
ENEE Provided during the year - 462 905 4,676 1,896 - 7,939
e Disposals - - - - (181) - (181)
RS Exchange realignment - - = (1) 34 = 3
R-BE=EAA=1H At 30 June 2003 - 4,025 20,611 24,858 25,219 - 14,173
REFE - Net book value:
RZBE=EXA=1H At 30 June 2003 4,580 11,887 9890 24183 4,582 2,606 57,728
W-EE-EXA=1H At 30 June 2002 4550 12349 9631 26636 5,691 - 588y
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= -BEEE#® 13. FIXED ASSETS (continued)
RZEE=FA=+H " t An analysis of the cost or valuation of the above fixed
i [B 7E & B 2 A Sl B D AT assets as at 30 June 2003 is as follows:
T
EF Fff
kg £E .
nERE RERAE
Buildings Furniture,

and BE fixtures,

RENE HMELH leaschold  REE equipment EERIR
Investment Leasehold improve- Plant and and motor Construction ag
properties land ments machinery  vehicles in progress Total

Tz  FTEr TExr TEr  FEr  TEr  TEn

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

WA At cost - 3,908 30,358 49,01 29,861 2,606 115,774
“WN\EzESE At 1988 directors’ valuation - 11870 - - - - 11870
“WAAEZESRE At 1995 directors’ valuation - 134 143 - - - 277
TEECE EXATRE At 2003 professional

valuation 4,580 - - - - - 4,580

4580 15912 30501 49,041 29,861 2,606 132,501

AEBzETHEL W RET
ER—ANANNE=ZAR—AAN
hFRABMESETEM - ©
RAKBEXRBRESTER
RSN T75R 2 18R RSP %
he et AR RREEE
EEE (REFREEYR) &
TEMBZEAE - ME—ANE
FE TEHASEZHEL
REFETEAEMDS -

MZERE L RBF TR
SR AR RETITE RIBERSE
FIER - AIEBREAEH AL
3,084,000 L (ZTET =4 :
3,165,000/ 7T) °

Certain of the Group’s leasehold land and buildings
were revalued by the directors in March 1988 and
May 1995. Since 1995, no further revaluations of the
Group’s leasehold land and buildings have been carried
out, as the Group has relied upon the exemption
granted under the transitional provisions of SSAP 17,
from the requirement to carry out future revaluations
of its fixed assets which were stated at valuation at
that time.

Had these leasehold land and buildings been carried
at historical cost less accumulated depreciation and
impairment losses, their carrying amounts would have
been approximately HK$3,084,000 (2002:
HK$3,165,000).
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= -BEEEE #®) 13. FIXED ASSETS (continued)

NEE 2 HE + LA HAFE 4
FREFR @ MALREE R EH
ZHELHZREFES R A
8,950,000 L (Z T T =& :
9,181,000 7T) & 2,937,000/
T (ZEZFE =4 : 3,168,000
TL) o AEBEZREMELMR
B WAFBHAOKAF
ﬁ °

AEBZEREMEER-_ZZ
=FNA=Z+HBE—BIUEE
EE A Chung, Chan &
AssociatestZ AR M EKRIRE A
#EAEB b {E 754,580,000
TL(ZZEZ —F : 4,550,000/%
JT) o B i ZE A& & 230,000
L (ZZEZ=F : F4150,000
BIL) CBREFTATEREY
XEMREEFR -

RZEBEE=FA=+H " &
£04,580,0008 T (ZFZ =
% : 4,550,000/870) 2 AL HE
HEWERERFELN S
10,747,000 L (Z 2T =4 :
13,462,000 7T) <A THEL
HEEFEERBTIRT  EAR
AEBERZ —RBTEEM
EZERME=+H) -

EE

A0 B 5 S B R = PR AR AL
RMgst B ERE 305 E -
AEEDRASTEH LR
3057 2 38R MR+ R RS
BERR-_FTE-—FLA—BZ
AIAWBEMEEZBERERE
BB -

14.

The Group'’s leasehold land is held under medium term
leases and the net book value of leasehold land situated
in Hong Kong and Mainland China amounted to
HK$8,950,000 (2002: HK$9,181,000) and
HK$2,937,000 (2002: HK$3,168,000), respectively. The
Group's investment properties are situated in Hong
Kong and are held under medium term leases.

The Group’s investment properties were revalued on
30 June 2003 by Chung, Chan & Associates, an
independent firm of professional valuers, at
HK$4,580,000 (2002: HK$4,550,000) on an open
market existing use basis. A surplus of HK$30,000
(2002: deficit of HK$50,000) arising therefrom was
credited to the investment properties revaluation
reserve.

At 30 June 2003, the Group's investments properties
with a value of HK$4,580,000 (2002: HK$4,550,000)
and certain leasehold land and buildings with a net
book value of approximately HK$10,747,000 (2002:
HK$13,462,000) were pledged to secure general
banking facilities granted to the Group (note 25).

GOODWILL

As detailed in note 3 to the financial statements, on
the adoption of SSAP 30, the Group applied the
transitional provision of SSAP 30 that permitted
goodwill in respect of acquisitions which occurred prior
to 1 July 2001 to remain eliminated against
consolidated reserves.
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R-TE—4+A-ANEK
RHBAAMES  TRE
—TE=ERASTHZAH

+ k- XE)) 14. GOODWILL (continued)

The amount of goodwill remaining in consolidated
reserves as at 30 June 2003, arising from the acquisition
of subsidiaries prior to 1 July 2001, is as follows:

EEAZEHEBHBENT
XEE
Group
BREGNHHEZHE
Goodwill
eliminated against
retained profits
FET
HK$'000
AN E Cost:
R-ZEZ_#+HA—H At 1 July 2002 38,016
ER—FENBLA Winding up of a subsidiary (1,920)
R-ZBE=ZFXA=tH At 30 June 2003 36,096
ZERE Accumulated impairment:
R-ZEZ_#+HA—H At 1 July 2002 (1,920)
ER—FENBLA Winding up of a subsidiary 1,920
R-ZBE=ZFXA=tH At 30 June 2003 -
AREFE Net book value:
R-BE=FXA=1H At 30 June 2003 36,096
W-—ZEE-FXA=+H At 30 June 2002 36,096
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TE - AMEBARIZERS 15. INTERESTS IN SUBSIDIARIES
b N
Company
2003 2002
FET FEL
HK$000 HK$'000
FEMBKM - BRA Unlisted shares, at cost 97,787 97,787
BB Provisions for impairment (29,790) (29,790)
67,997 67,997
& U Bt /B 1\ B] ZUA Due from subsidiaries 439,348 443,560
FEW KT A R FIE 2 B Provision against amounts due
from subsidiaries (65,000) (65,000)

374,348 378,560

442,345 446,557

EHMBRAIR -_ZTZE=F A The balances with subsidiaries at 30 June 2003 are
—tBZz&ERTEERR &8 unsecured, interest-free and not repayable within the
WHERGEEBHRIREK+ = next twelve months from the balance sheet date.

@A AREE -

FEMBRARIZHRBAT : Particulars of the principal subsidiaries are as follows:
BRRER/
ERTRAEE
B3 T A Nominal AR EL
ERREE Y value of REBD
Place of paid-up Percentage
incorporation/ registered/ of equity TEEH
£ registration issued share attributable to Principal
Name and operations capital the Company activities
E# &%
Direct Indirect
EREHRERBERLA B 208 7T 100 - ENEHRITE
Amco Jewelry Limited Hong Kong HK$20 Diamond trading
and polishing
Continental Investment B 100,000 100 - REERK

Company Limited Hong Kong HK$100,000 Investment holding
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TH - ARMBLATRZ2ER (&) 15. INTERESTS IN SUBSIDIARIES (continued)

BRRER/
BETRAEE
HEMEL Nominal NG 2
EREREE Y value of REAFD
Place of paid-up Percentage
incorporation/ registered/ of equity TEXH
8 registration issued share attributable to Principal
Name and operations capital the Company activities
E# 8 &
Direct Indirect
BHKREEHBAER A A &R 10,000,000 7T 100 - HREEMRERSE
Continental Jewellery Hong Kong HK$10,000,000 Jewellery
(Mfg.) Limited manufacturing
and wholesaling
BREERRARAA )i 11,700,000% 1T 80 - REBRERE
Optik Technologies Limited Hong Kong HK$11,700,000 Optical fibre connector
manufacturing
C.J. (UK) Limited * RE 1,000 5 - 100 RE B %
United Kingdom GBP1,000 Jewellery wholesaling
BEREARLA )i 500,000 ¢ 100 - RELZR
Diamond Creation Hong Kong HK$500,000 Investment holding
Limited
BERESTARDA 'R 10,000,000 7T - 100 RERRK
Diamond Creation Hong Kong HK$10,000,000 Investment holding
Goldsmith Limited
BEMHERRAA Bk AT - 100 NERE
Continental Property Hong Kong HK$2 Property investment
Holdings Limited
ENRHEBENER G 8,667,659 T - 60 REEHRE
KERRRAA! Mainland China HK$8,667,659 Jewellery
Guangzhou Free Trade manufacturing
Zone Continental
Jewellery Co. Ltd.*
BEEHARAR )i 100,000 7 - 63 BLEHRITE
Jestar Trading Limited* Hong Kong HK$100,000 Diamond trading
and polishing
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TH RHBAR ZERE (&) 15.

&R

Name

S/
BRREELH
Place of
incorporation/
registration
and operations

INTERESTS IN SUBSIDIARIES (continued)

BRREM/
ERTRAEE
Nominal

value of
paid-up
registered/
issued share
capital

KARELE
REAED K
Percentage
of equity
attributable to
the Company
E# CF:3

Direct Indirect

TEXH
Principal
activities

BMARERFR A
Quzhou Hongji Diamond
Limited**

Larchridge Limited

EMREHMZERAF

Wilber Investments Limited

BARREE (L)
BRAF!

Wilber Investments (Jiangmen)
Limited*

RAEEOBARLA

Ming Xiu Diamond Cutting
Factory Limited

REELRK (BE)
BERAF!

Ming Xiu Diamond Cutting
Factory (Panyu) Limited*

Conti Mirabelle Holdings S.A.

Patford Company Limited

Realford Company Limited

H
Mainland China

Hong Kong

Bk
Hong Kong

H
Mainland China

Hong Kong

H
Mainland China

EREZ

Luxemburg

Hong Kong

BA
Hong Kong

6,300,0007 7T
HK$6,300,000

2057
HK$20

78,000/ 7T
HK$78,000

2,500,000% 7T
US$2,500,000

6,000,0007% 7.
HK$6,000,000

11,000,000 7
HK$11,000,000

3,000,000 7
US$3,000,000

10,0005 7T
HK$10,000

10,000 & T
HK$10,000

= 100

= 100

= 100

= 100

BREHRITE
Diamond trading
and polishing

RERRK

Investment holding

REZR

Investment holding

AR mEE
Wooden products
manufacturing

RE R
Investment holding

EREFHRITE
Diamond trading
and polishing

RERR

Investment holding

NERE

Property investment

NEZRE

Property investment
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TH - ARMBLATRZ2ER (&) 15. INTERESTS IN SUBSIDIARIES (continued)

Vieway Investments Group RBREUES 2ET 100 = REER
Limited British Virgin Islands Uss$2 Investment holding
Yett Holdings Limited RERULES 100 T 100 - RERR
British Virgin Islands Us$100 Investment holding
Henble Limited Bk 10,0007 7T 100 - NEER
Hong Kong HK$10,000 Property development
* FEBBLKEEED o Not audited by Ernst & Young Hong Kong or other
Frsk kst M=% 2 Ernst & Young International member firms.

Hib BB S N AR E -

6 RABEEMRzZHNE R % Wholly foreign-owned enterprise registered in the
L Mainland China

EERAR ERIWRARFZ
MBRRADIBEZEAFELZ

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally

XEIEARAKREEEFELZ
BRED  EEZR/REHEM
MBARZHEREERRE
BPITE -

R-—EREHHNBLRZ
e

affected the results for the year or formed a substantial
portion of the net assets of the Group. To give details
of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

Interests in a subsidiary not consolidated

r%E
Group
2003 2002
FET FET
HK$’000 HK$'000
BRAER Capital contribution 7,500 7,500
& U — FEI B /B 22 Al 3R IB Due from a subsidiary 804 804
8,304 8,304
o ORmERE Less: Provision for impairment (8,304) (8,304)




Notes to Financial Statements » B 35 &M s

30 June 2003
—ZEE=FA=1H

TH RHBAR ZERE (&) 15.

AE M B RRZ B

INTERESTS IN SUBSIDIARIES (continued)

Particulars of the non-consolidated subsidiary are as

T follows:
AR R ELL
EZEA
AR A i B Percentage
Place of FMER of equity FEX
Z8 registration Registered attributable to  Principal
Name and operations capital the Company  activities
4
Indirect
B85 (BM) 3 & & &k th 10,000,000 7t 56 EEH
ARAA(MEAKE]) Mainland China HK$10,000,000 In the process

Conti Jewelry
(Guangzhou) Limited
("Conti Jewelry")

BERFEKBELAREH  REAAE
SEREEHBUEHIHZE -
- EERBTEA KB
NAIZHRE - BEFELDRZ
BB A Al 2 & A& ZX7,500,000
78 T & & U 2 7K TE 804,000/
TLEH 2 EEE - b B 58
Hh o BEFHRBLEEAQRE
AT R o

of liquidation

Conti Jewelry has not been consolidated because the
Group does not effectively control its operations.
Accordingly, in the opinion of the directors, it would
be inappropriate to consolidate the accounts of this
subsidiary. Full provision had been made in prior years
against the capital contribution made in this subsidiary
of HK$7,500,000 and the amount due therefrom of
HK$804,000. The Group has no exposure to Conti
Jewelry other than the amounts stated above.
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TR REBEQXFZRE 16. INVESTMENTS IN ASSOCIATES
A58 EAR
Group Company
2003 2002 2003 2002
TEr AL TEx TAL
HK$'000 HK$'000 HK$'000 HK$000
EETRE - KA Unlisted shares, at cost = = 9,385 2,000
EHEESFE Share of net assets 6,012 2,104 - =
WBELZAE Goodwill on acquisition 2,821 = - -
8,833 2,104 9,385 2,000
HERE Provision for impairment - = (2,000) 2,000)
8,833 2,104 1,385 -
BH RN T 2 R T EE R The balances with associates are unsecured, interest-
R EREREE zmﬁﬂ free, and have no fixed terms of repayment.
FABERARIZHBOAT Particulars of the associates are as follows:
AEBEN
AR R R i s R &
R s
Place of Percentage of
EBEE incorporation/ ownership interest FE %%
28 Business registration attributable  Principal
Name structure and operations to the Group  activities
BF(ER)ERARLA yNE] B 20 REZKR
Hanny (Far East) Diamond Corporate Hong Kong Investment
Limited* holding
TEENEHAERAA YNE] i 36 HKEEMBERE
General Jewellery (Shanghai)  Corporate Mainland China Jewellery
Company Limited* manufacturing
and wholesaling
EMKEEHHBERAF 1A BB 50 HREEMEE
Real Jewellery Limited* Corporate Hong Kong Jewellery
manufacturing
Masingita Mining & Minerals 2 & B FE S ANE 25 REER
(Pty) Limited* Corporate The Republic of Mining operations

South Africa
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S REBEQNTR2RE ©)

* FEFR BB LK B RFADE T
Pk &2 oK & 5T B0 BT T 2
H A BFFRA R AR -

R B2 RAMEEM
REEREXRINBEZEAAZ
B P RBREAREE
ZEEBWET :

INVESTMENTS IN ASSOCIATES (continued)

* Not audited by Ernst & Young Hong Kong or other
Ernst & Young International member firms.

The amount of goodwill capitalised as an asset under
“Investments in associates” in the balance sheet, arising
from the acquisition of an associate, is as follows:

rEE Group
G
Goodwill
FET
HK$'000
BNE Cost:
FAKE-HEBE AR RR Acquisition of an associate during the year
—EE-FERNAZTHZER and balance at 30 June 2003 4,232
et E Accumulated amortisation:
FREHBRERR Amortisation provided during the year and
“EE=F R A=THZER balance at 30 June 2003 1,411
AR E Net book value:
R-B2=XA=1+H At 30 June 2003 2,821

AEERAFEDEHE QT
Z IR F A&746,0007% T (=
TE 4 : 124,000087T)

ZIS%lﬁA_?,?fi/\ﬂ +

DA E QN E 2 WEETR R 5T
Eﬁ 442,834,000 T (ZEE
— £ : 3,580,000/ 7T) °

The Group’'s share of net profits retained by the
associates for the year amounted to HK$746,000 (2002:
HK$124,000).

The Group’s share of the post-acquisition accumulated
deficits of associates as at 30 June 2003 amounted to
HK$2,834,000 (2002: HK$3,580,000).
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Tt - REES

17. INVESTMENT SECURITIES

158 £AF
Group Company
2003 2002 2003 2002
TAT FAT TET FAL
HK$'000 HK$'000 HK$'000 HK$'000
EiRARE - ERA Listed equity investments,
at cost;
&5 Hong Kong 2,991 2,991 - -
Efspe Elsewhere 17,102 17,102 - =
20,093 20,093 - -
HERE Provision for impairment ~ (17,102) (17,102) = =
2,991 2,991 - -
FEMBRARE @ BRA Unlisted equity investments,
at cost 11,879 11,879 171 177
EUBRIRENAFZA Due from investee companies 16,018 16,018 16,018 16,018
27,897 21,897 16,195 16,195
HERE Provision for impairment;
FETRARE Unlisted equity investments ~ (210) (210) (177) (177)
BB RENFNE Due from investee
companies (16,018) (16,018) (16,018) (16,018)
(16,228) (16,228) (16,195) (16,195)
11,669 11,669 - -
thREETREESEE Total listed and unlisted
investment securities 14,660 14,660 - -

RZBEE=FA=+H" &
EEREBZ ETWBRAKET
{8 /43,807,0008 L (ZEZF =
£ : 4,001,000/ 7T) °

The market value of the Group’s listed equity
investments in Hong Kong was HK$3,807,000 (2002:

HK$4,001,000) as at 30 June 2003.
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TN REEBWRIR

18.

LONG TERM RECEIVABLES

A5HE N

Group Company

2003 2002 2003 2002
Wit fEx  TEr  TEm  TiEx
Notes  HKS'000  HKS'000  HK$'000  HK$'000

BERE Deferred consideration @) 6,385 6,385 = =
AHE Promissory notes (b) 29947 33591 12459 13,418
i & e fE Other long term receivable  (¢) 2,500 - - -
38,832 39,976 12,459 13,418
REEE Provision for impairment (3,0000 (3,000 (1,000  (1,000)
35,832 36,976 11,459 12,418

SEREIEE 230 Portion classified
as current assets (10,028)  (5,427) (958) (940)
25,804 31,549 10,501 11,478
(a) ZeBERNEERAESF (a) The amount arose in relation to the disposal of the

JE & — R B & R Bl A s
B4 Z KA e

R—AINE  AEBH
E R — K5 & A F)Carrera
y Carrera S.A.([Carreral)
Z50%HEm o IRIBE— T
ANAFEZAABETZRK
NEEWE  EASERE
I 2 92,255,000 T 42 X
& » 13,179,000/ T &
FTIRE MG @RER
Bt Carrerai® i & EIHAT 2
MEMRRETZRBES
EEEMARE - Bl AN
BEL - BEIINR=F
e A s By s = S
T=B ST 215 %
& RERENRIBREEL
& 2] B 4 = 7,857,000
JT ° 5,322,000/ 7T 2T~ &
BERELEFEZBEEERS
Bk -

Group’s interest in an associate in prior years.

In 1999, the Group disposed of its 50% interest in an
associate, Carrera y Carrera S.A. (“Carrera”). Pursuant
to the Stock Purchase Agreement dated 9 February
1999, out of the total consideration of HK$92,255,000
receivable by the Group, an amount of
HK$13,179,000 was deferred and would be applied
to indemnify the purchasers should there be any
liabilities arising from the tax review to be conducted
by the relevant tax authorities in respect of Carrera’s
tax position prior to the disposal. The deferred
receivable was subsequently revised downward to
HK$7,857,000 pursuant to two separate agreements
dated 22 and 23 June 2000. The shortfall of
HK$5,322,000 was charged to the prior year’s profit
and loss account.
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TN REEWRE @) 18. LONG TERM RECEIVABLES (continued)
KEMFAEEBERE The directors, having reviewed all the relevant
EERAZEREREL information, are of the opinion that the indemnity

"W AREBBKEANY will not have a material impact to the Group and
2 ANBAGZEER accordingly no provision against the deferred
HEL B o consideration is required.

(b) R-ZZEZE=FA=+H (b) Out of the promissory notes of HK$29,947,000 as at

ZEHERE S EA 30 June 2003 (2002: HK$33,591,000),
29,947,000 T (Z & = HK$16,975,000 (2002: HK$18,280,000) is secured,
£ :33,591,000067) « & interest-free and repayable by 15 annual instalments
716,975,000 T (ZZE = commencing on 1 October 2001. The remaining
— 4 : 18,280,000 1) A balance of HK$12,972,000 (2002: HK$15,311,000) is
BEEM - REREHZT unsecured, interest-free and repayable by 13 annual
E—F+H—HBEHI15F instalments commencing on 15 March 2003. The
¥iE o H£412,972,0000 annual instalments on the promissory notes were duly
T (=Z & T — 3 received during the year.
15,311,000 7T ) & £ &
R REVH-_TT=F
ZSRA+TEREDIZHEF
R - FRE ERAKEH
REBZFEENR °

(0) iy S 4k A B N B — [ (o) The balance represents a shareholder’s loan advanced
EXREANRIZ —HRE to an investee company during the year. The amount
BN -ZBBEARE & is interest-free, unsecured and not repayable within
WG BANGEE B #£E twelve months from the balance sheet date.

KRR+ ZERAEER -

EtEEEEBERMS R The time value of money has been taken into account

EWGRIER AR EZEEH in determining the present value of the long term

HIERER RS 2B E - receivables included in the balance sheet.

Th EEZYR 19. PROPERTY UNDER DEVELOPMENT

AEHE
Group
2003 2002
FET FET
HK$'000 HK3$'000

RtA—HZEA Cost as at 1 July 110,807 109,588

NE Additions 17,414 862

EARCFHE (HfazE+) Interest capitalised (note 7) 426 357

128,647 110,807
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+h - EEYWE &) 19. PROPERTY UNDER DEVELOPMENT

RZEE=FA=1+AH
1,307,000/ 7T 2 £ W £ &
B BEERNAEXTER(ZT
T — 4 : 881,000/ L) °

EEWEER - ARYPEE
REERFSE -

ERMEEERERAREE
RRTEEZER  #BHIR
MBmREME—_TH -

—+ - —lEt 2 BARIE

20.

(continued)

At 30 June 2003, the cumulative borrowing costs
capitalised in respect of bank loans borrowed for
financing the property under development amounted
to HK$ 1,307,000 (2002: HK$881,000).

The property under development is held under a long
term lease in Hong Kong.

The property under development is pledged to secure
banking facilities granted to the Group as set out in
note 25 to the financial statements.

PREPAYMENT FOR A PARCEL OF LAND

rKHE
Group
2003 2002
FTERT & T
HK$'000 HK$'000

R — L BAFE

Prepayment for a parcel of

land in Mainland China 1,236 -

FRN - AEETY B
A LAZR € X2 5 3R78 1,236,000
TTEAWEEFRE —IE i ([+
1) Z A FRIE o RIEZ B
& AEER L ENER
841,766,000 7T + MM —
KRER  AEEBER L
EFARERE -

During the year, the Group entered into an agreement
and paid an amount of HK$1,236,000 in cash as a
prepayment for the acquisition of a parcel of land in
Mainland China (the “Land”). Pursuant to the
agreement, the total consideration payable by the
Group for the Land is HK$1,766,000 and the land use
right certificate will be issued to the Group when the
final payment is made.
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—_+—--F7E8 21. INVENTORIES
XEE
Group
2003 2002
FET FET
HK$'000 HK$'000
R Raw materials 136,254 145,526
& m Work in progress 7,098 15,691
UK i Finished goods 78,867 59,835
222,219 221,052
R-_TEE=FxA=+8 " K No inventories of the Group were stated at net
EE 7 EiE R 20 E AT realisable value at 30 June 2003 (2002: HK$2,824,000).
R(ZZEZT =4 : 2,824,000%
JT) °
—t+=—-EBZEWKZHIE 22. TRADE RECEIVABLES
NEEH - RNERIZEHY An aged analysis of trade receivables, net of provision,
Nk EERE S EKEE Y R as at the balance sheet date, based on the date of
EEONTITR recognition of the sale, is as follows:
b 3
Group
2003 2002
TET FET
HK$'000 HK$'000
BN & Current 66,551 36,011
31—60H 31-60 days 17,582 22,544
61—90H 61-90 days 5,914 20,908
9B E Over 91 days 12,018 25,246
102,065 104,709
“t+=-HRE 23. OTHER INVESTMENTS
XEE
Group
2003 2002
TET FET
HK$'000 HK$'000
ERAES BATE: Listed equity investments, at fair value:
BB Hong Kong 10,198 9,588
Hibi @ Elsewhere 41,205 24,571
51,403 34,159




Notes to Financial Statements » B 35 &M s

30 June 2003
—ZEE=FA=1H

1+ ESZEMNRE 24. TRADE PAYABLES
REER BHENKREBEZE An aged analysis of the trade payables at the balance
o sheet date is as follows:
REE
Group
2003 2002
FET FETL
HK$'000  HK$'000
B HA Current 152,814 113,851
31- 608 31-60 days 7,405 9,800
61—90H 61-90 days 12,006 12,335
91H M £ Over 91 days 1,668 26,140
173,893 162,126
1+ 5 FEBTER 25. INTEREST-BEARING BANK LOANS

rEE
Group
2003 2002
FET FET

HK$'000 HK$'000

RITEX  AERN
AR—FAZBEEL
BERBITER

Bank overdrafts, secured 22,257 7,406
Secured bank loans wholly
repayable within one year

10,041

22,257 17,447

RZEBEZE=ZFA=+H" K
SEZRITERABAUTERSE
%tj

(@ —FANBRARZRKRNOIR
B

by AKEEREWE FT
HELHWRET K&
BYMRZEEMRT &

(0 ARAELZRAAE
& e

At 30 June 2003, the Group’s banking facilities were
supported by the following:

(a) share mortgage of a subsidiary;

(b) legal charges over the Group’s investment
properties, certain of the leasehold land and
buildings and the property under development;
and

(c) corporate guarantees executed by the Company.
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TR DERRERK 26.

LEBRRER T EEKE - 2
B EBER-ZZBEZE_F,A=
+ B 21,480,000/ T /BIE 25k

LOANS FROM MINORITY SHAREHOLDERS

The loans from minority shareholders are unsecured,
interest-free, and except for an amount of
HK$1,480,000 as at 30 June 2002 which was repayable

VBB RN - R T RIRH HA on demand, the remaining balance is not repayable
REZERAR12ERRNERE - within the next twelve months from the balance sheet
date.
iy b RN 27. SHARE CAPITAL
2003 2002
FET FET
HK$'000 HK$'000
EERA Authorised:
FREMEI0ETZ 3,500,000,000 ordinary shares of
& 3 % 3,500,000,0008% HK$0.10 each 350,000 350,000
BETRBERAE Issued and fully paid:
FRAEI0ETZ 279,800,031 ordinary shares of
T A% 279,800,03 10% HK$0.10 each 27,980 27,980
=+ N #EE 28. RESERVES
xE Group

AR F AR B
REMEDNSBESS RS
2HE 25 -

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

rEER_ZEZ—F+H—H

The amount of goodwill remaining in consolidated

VART#E1T 2 WREFT EE &£ R IR BB
EiRaEEAZEE  RZE
T =% N A=+ 8 B
36,096,0008 L (=TT =4 :
36,096,000787T) * AR FE
T RAEFEEZHEUK
AET R o

reserves, arising from the acquisition of subsidiaries
prior to 1 July 2001 was HK$36,096,000 (2002:
HK$36,096,000) as at 30 June 2003, as detailed in
note 14. This goodwill, which arose in prior years, is
stated at cost.
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Zt N e 28. RESERVES (continued)
¥ NN Company
Share Non-
premium distributable Retained
account reserve profits Total
HK$000 HK$'000 HK$'000 HK$'000
RZEE-4+f-H At 1 July 2001 158,373 273,606 94,568 526,547
rEEBERE Net loss for the year - = (2,816) (2,816)
“RRCERVHKS Interim 2002 dividend - - (2,799) (2,799)
RZZZZFRA=TRR At 30 June 2002 and
“EE-E+A-H 1 July 2002 158,373 273,606 88,954 520,933
KEREH Net profit for the year - - 774 774
“ET-EERHRE Interim 2003 dividend - - (2,798) (2,798)
“RR-FRREAIRE Proposed final 2003 Dividend - - (2,799) (2,799)
RZEE=F~A=1H At 30 June 2003 158,373 273,606 84,132 516,111
AR RFEBEER - L ME The non-distributable reserve represents the premium
AAmlzERBREEBRTK arising on the reduction of the par value of ordinary
2508 TR E0. 108 L ATE £ shares of the Company from HK$2.50 to HK$0.10 per
28 e share in 1994.
Zth - HREE 29. CONTINGENT LIABILITIES

REZR @ ARPEREMEL
BEZREBEOT

At the balance sheet date, contingent liabilities not
provided for in the financial statements were as follows:

VNG|
Company
2003 2002
FERT FET

HK$'000 HK$'000

RETHEBRANRITEER
fE 2 TR

Guarantees for banking facilities
granted to subsidiaries 169,000 184,444

E’:\_yqfi/\ﬂ +B K
A R M ERTTIE H R ATE R MY
BRARAMERTEEEHAY
22,257,000 L (Z 2T =4 :
17,124,000/ 7T) °

At 30 June 2003, the banking facilities granted to the
subsidiaries subject to guarantees given to the banks
by the Company were utilised to the extent of
approximately HK$22,257,000 (2002: HK$17,124,000).
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—EE=FAAZ+H

—th- RAREE @

REAFERBEAY KBRS B
H - AR ((BER]) E
BERARNR—HEHBR R
%o REREBBERESEEL
EMER AR EERAED
a2 5 AR & B ARG
H- - ERLABEREENE
Eﬂﬁ‘%’éﬁiﬁ%6 600,000/%
JT ° @ZE =z ﬁz/\ﬂ +
B LK%IE@thM%)%ﬁ
BEE B BE{E493,200,0008 T 2
R o

s BARIE

30.

CONTINGENT LIABILITIES (continued)

During the year and up to the date of these financial
statements, the Inland Revenue Department (“IRD") of
Hong Kong is in the process of reviewing the tax affairs
of a subsidiary of the Company. After taking into
account the development of the IRD’s review to date,
the directors of the Company are of the opinion that
the Group’s tax provision is fairly presented. The
potential tax liabilities relating to the aforementioned
IRD’s review are approximately HK$6.6 million. As at
30 June 2003, in relation to the aforementioned IRD’s
review, the Group has purchased a tax reserve
certificate amounting to approximately HK$3.2 million.

CAPITAL COMMITMENTS

REER - AEEB THER The Group had the following commitments contracted,
KB AR B 2 AHE but not provided for, at the balance sheet date:
r5H
Group

2003 2002

FERT FET

HK$’000 HK$'000

WEEEEEE Acquisition of fixed assets 9,166 =

BN NGRS Capital injection into subsidiaries

in Mainland China 42,716 -

i e Property under development* 24,023 -

75,905 -

* RZZEETE_FANA=+ @ As at 30 June 2002, the Group had a capital

B AEERYEERE
BEfmBEREBRTON
= RN %J* 38, 000 oooﬁét

?:ﬁ*\ﬁ*ﬂ—ﬁtﬁr
RAIVEBEZEENE

~

El:j‘_
o

%

RAEE B - ANLQR) I A A&
(ZEZ_F: 8| -

T

commitment authorised but not contracted for,
amounting to HK$38,000,000, in respect of the
property development project. The contract relating
to this project was entered into by the Group
subsequent to the year ended 30 June 2002.

At the balance sheet date, the Company did not have
any commitments (2002: Nil).
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31. OPERATING LEASE ARRANGEMENTS
(a) HEAHBEA (a) As lessor
Zl-‘%%%%ﬁ%?ﬁf The Group leases certain of its properties (note
m'—'ﬁﬁﬁj’:%¥ (B =E 13) under operating lease arrangements, with
T=)  AEEOER leases negotiated for terms ranging from two
ARFERFTTF to five years.
E’é:%%z%ﬁﬂ =t At 30 June 2003, the Group had total future
E' ) AR B 3 A B RS minimum lease receivables under non-cancellable
ERME 2 ARERA operating leases with its tenants falling due as
F R K A% MEA follows:
HARR 40T -
i
Group
2003 2002
FET FBT
HK$’000 HK3$'000
—FR Within one year 660 320
F_FEERLF (BREEWF) In the second to fifth years,
inclusive 200 60
860 380
(b) EHEBEA (b) As lessee

AEBALEXRHEELH
BAETHAEMER
BIES  AEAEOH
REH—FE=FTZF -

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



Annual Report 2003 £}

Notes to Financial Statements » B 358 & M s

30 June 2003
—ZEZE=FA=1H

=t-—-EXZHEETH @ 31. OPERATING LEASE ARRANGEMENTS
(continued)
(b) EHBEEAN &) (b) As lessee (continued)
RZZEZ=F A=+ At 30 June 2003, the Group had total future
= PN SET R 6 minimum lease payments under non-cancellable
EEME 2 RRENM operating leases falling due as follows:
EXHREATERAH
HRAT :
b .
Group
2003 2002
FET FHET
HK$'000 HK$'000
—&R Within one year 4,560 4,536
FEFEERF (BHEEEMF) In the second to fifth years,
inclusive 5,573 3,469
10,133 8,005
RZEBEZE=FHA=" At 30 June 2003, the Company did not have
B AARIWER LI any significant leases (2002: Nil).
MEABEE(ZEZE =
F:|) o
=t -&#EHRSHE 32. POST BALANCE SHEET EVENT
REERR  RZTEE=F+ Subsequent to the balance sheet date, on 17 October
A++8 - ﬁiéﬁ:%ﬁ%?ﬁ 2003, the tender for a commercial building located in
MERE—EEERENKRE Hong Kong was accepted by the vendor, which is an
K {E 4 & 100,000,000/ T independent third party, for a consideration of
((BEE] - BE_TT=F approximately HK$100 million (the “Purchase Price”).
+AZ+MHAB  AEBEEXH Up to 24 October 2003, the Group has paid
I8 4 10,000,000/ 7T E &1k & approximately HK$10 million in cash as deposit and
LEBEENIHNER BEE partial payment of the Purchase Price. The balance of
/) & X #790,000,0007% JT & 7 the Purchase Price amounting to approximately HK$90
—ET=F+—A=+NHK million is scheduled to be paid upon the completion of
B ff - METEH - | the acquisition on 28 November 2003. It is currently
BEH60% B HIRITEESLM expected that approximately 60% of the consideration
EAFAREERKERE - WIE will be financed by bank borrowings, subject to final
HBHERARAR_ZEE=F decision of the Group. For the details of the acquisition
+AZ+=HHHEL ° are mentioned in a press announcement of the

Company dated 23 October 2003.
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PRIAZRB S E b3 o R =
ZEBREALIRGIN  NEH
RE R 12,706,000 7T (=
TE 44 210,318,000 7T) o
PERTHELA - DBRER
4N £ (B B B A N B AR U RE RS

=+ kB EE 34.

I S REME—E—
Mt - ARERFERAKET
EHEEEITZ2EHEHKE
A - B RENETHE RE
MZEBTRENAREINER
MAEEHERT - Hit - BT
EHREEZEHTA - BET
HRBEEHN D BRREFR -

=t+H - BREMBRE 35.

BBBEER_ZT=F1+H
“THAHEESRBYIRE
ENZ -

RELATED PARTY TRANSACTIONS

In addition to those related party transactions disclosed
elsewhere in these financial statements, during the
year, the Group paid subcontracting fees of
HK$12,706,000 (2002: HK$10,318,000) to associates.
The subcontracting fees are mutually negotiated
between the Group and the associates.

COMPARATIVE AMOUNTS

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

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised
for issue by the board of directors on 24 October 2003.





