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CORPORATE INFORMATION

The head office and principal place of business of Hong
Kong Pharmaceutical Holdings Limited (the “Company”)
is located at Room 2603, 26th Floor, China Merchants
Tower, Shun Tak Centre, 200 Connaught Road Central,
Hong Kong.

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

. wholesale and retail of Chinese and other medicines,
health products and dried seafood products

. production and sale of biotechnological products

© property investment

. provision of Chinese clinical services

In the opinion of the directors, the ultimate holding company
is Welcome Success Worldwide Ltd., which is incorporated
in the British Virgin Islands.

BASIS OF PRESENTATION

At 31 March 2003, the Group had consolidated net current
liabilities of approximately HK$107,763,000 (2002:
consolidated net current assets of approximately
HKS$1,051,000) and consolidated net assets of
approximately HK$8,466,000 (2002: HK$65,377,000). The
Group also incurred a net loss from ordinary activities
attributable to shareholders for the year ended 31 March
2003 of approximately HK$59,263,000 (2002:
HK$19,559,000) and reported a decrease in cash and cash
equivalents for the year ended 31 March 2003 of
approximately HK$16,213,000 (2002: HK$32,326,000).

During the current year and up to the date of approval of
these financial statements, the Group defaulted on the
repayments of certain bank and other borrowings. The
Group has initiated discussions with the banks and other
lenders with a view to arranging a rescheduling and/or
refinancing of its bank and other borrowings (the “Debt
Restructuring Arrangements”). Up to the date of approval
of these financial statements, certain fixed terms or binding
agreements in respect of the Debt Restructuring
Arrangements have been agreed upon or executed as further
explained below.
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BASIS OF PRESENTATION (continued)

The details of the terms of the Debt Restructuring
Arrangements with banks and other lenders are as follows:

(@)

(b)

Pursuant to clause 7 of the loan agreement dated 29
March 2000 entered into between China Vantage
Limited (“China Vantage”), a wholly-owned
subsidiary of the Company, and Sin Hua Bank Limited,
now known as Bank of China (Hong Kong) Limited
(the “Bank”), an instalment repayment of
approximately HK$3,999,000 was due on 27 April
2003. China Vantage defaulted on the repayment of
such instalment. In accordance with clause 17 of the
aforementioned loan agreement, in the event of
default, the Bank can declare the total outstanding sum
payable under the loan agreement of approximately
HK$39,987,000 as immediately due and payable.
China Vantage has subsequently been negotiating with
the Bank firstly, to waive its rights under clause 17
and secondly, to defer the repayment of such
instalment, together with another instalment,
amounting to approximately HK$7,997,000 that falls
due on 27 April 2004, to 30 June 2004. As the
negotiation to obtain the extension has not yet been
agreed by the Bank, the total loan balance of
approximately HK$39,987,000 becomes immediately
due and payable and, accordingly, it is classified as a
current liability in the balance sheet.

Pursuant to clause 5(a) of the HK$40,000,000
convertible note (the “Note”) issued by the Company
in favour of the Bank on 27 April 2000, the second
and third instalment repayments of the principal
amount of HK$2,000,000 and HK$4,000,000 fell due
on 27 April 2003 and 27 October 2003, respectively.
The Company defaulted on the repayments of both
instalments. In accordance with clause 10 of the Note,
in the event of default, the Bank can declare the then
total outstanding sum payable under the Note of
HK$38,000,000 as immediately due and payable. The
Company has subsequently been negotiating with the
Bank firstly, to waive its rights under clause 10 and
secondly, to defer the repayments of the second and
third instalments, together with the fourth instalment,
amounting to HK$4,000,000 that falls due on 27 April
2004, to 30 June 2004. As the negotiation to obtain
the extension has not yet been agreed by the Bank,
the total balance of HK$38,000,000 is immediately
due and payable and, accordingly, it is classified as a
current liability in the balance sheet.
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BASIS OF PRESENTATION (continued)

() MIEXZAEFHZ+ILH » & (¢) On 29 October 2003, Shanghai Hua Xin High
N ) 2 B 8 T BT S AR ) Biotechnology Inc. (“Hua Xin™), a subsidiary of the
oA B &) (T35 ) K RefE Company, defaulted on the full repayment of a loan
i K ORI SR AT A R A | (TR from Shenzhen Development Bank Co., Ltd.
Yt e diqT ) H4728,200,000% 76 (“Shenzhen Dev. Bank™), amounting to approximately
ZEBER M _FF=H1H HK$28,200,000. On 31 October 2003, Shenzhen Dev.
=1+—H > WIIEERETE HE Bank agreed, in writing, its approval to defer the
[ HEME R PO 2 =% repayment to 8 May 2004.
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(d RZFEF=4F+—H+—H 3 (d) On 11 November 2003, Hua Xin defaulted on the full
R BB B 0] | ER AT M A PR repayment of a loan from the Bank of Shanghai Co.,
N ([ g ERAT ) BUfS 2 4 B s Ltd. (“Bank of Shanghai”), amounting to
KA BB #07,520,00095 06 © Y —F approximately HK$7,520,000. On 11, 12 and 20
FZ4E+—A+—H > FZHR November 2003, the defaulted amount was fully repaid
Z+HE s RMERESFED BIEH K by Hua Xin and the guarantor of the aforementioned
AR Z AR > GRYIITH ARk loan, Shenzhen Weiji Investment & Development Co.,
BEEE A RA R (EIIAEE]) Ltd. (“Shenzhen Weiji”), amounting to HK$978,000
43 A 75 978,000% 7T K 6,542,000 and HK$6,542,000, respectively.
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convertible notes (the “Other Notes”) to independent third
parties in the prior year as a consideration for the
acquisition of a subsidiary in Mainland China. According
to the terms of the Other Notes, on 30 March 2003, the
noteholders were entitled to require the Company to
redeem one-third of the principal amounts of the Other
Notes amounting to approximately HK$4,085,000; or
to exercise the conversion rights to convert the same
amounts into new ordinary shares of the Company. On
30 March 2004, the noteholders would then be entitled
to require the Company to redeem the remaining two-
thirds of the principal amounts of the Other Notes
amounting to approximately HK$8,169,000; or to
exercise the conversion rights to convert the same
amounts into new ordinary shares of the Company. On
20 November 2003, the holders of the Other Notes
agreed, in writing, with the Company to defer the
redemption of the first instalment of the principal
amounts of approximately HK$4,085,000 to 1 April
2004. As a result of this extension arrangement, this
amount will not be repayable within one year, and,
accordingly, they are classified as non-current liabilities
in the balance sheet. Save as the above, the repayment
schedule of the second instalment otherwise remains

unchanged.
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2.

BASIS OF PRESENTATION (continued)

(f) Hua Xin defaulted on the repayments of certain other
loans, amounting to approximately HK$7,341,000,
that were due both during the current and prior years.
On 31 March 2003, the lenders of loan balances of
HK$1,974,000 agreed, in writing, their approval to
defer the repayments to 31 December 2004. As a result
of the loan extension arrangements, the balances of
HK$1,974,000 will not be repayable within one year
and, accordingly, are classified as non-current
liabilities in the balance sheet.

(g) Hua Xin had other loans amounting to approximately
HK$10,574,000 falling due on 31 December 2003.
On 31 March 2003, the lenders of such other loans
agreed, in writing, their approval to defer the
repayments to 31 December 2004. As a result of the
loan extension arrangements, the balances of
HK$10,574,000 will not be repayable within one year
and, accordingly, are classified as non-current
liabilities in the balance sheet.

(h) Guizhou Ensure Medical Company Limited (“Ensure
Medical”), a subsidiary of the Company, had an other
loan amounting to approximately HK$2,820,000
falling due on 9 June 2003. On 31 March 2003, the
lender of such other loan agreed, in writing, its
approval to defer the repayments to 31 December
2004. As a result of this extension arrangement, this
amount will not be repayable within one year and,
accordingly, it is classified as a non-current liability
in the balance sheet.

The directors have prepared these financial statements on
a going concern basis as they believe that:

(a) there will be continuing financial support from the
Group’s banks and other lenders;

(b) there will be new capital injected by independent third

parties; and

(c) the Group will have sufficient working capital for its
operational requirements.

Should the Group be unable to achieve the above and
continue in business as a going concern, adjustments would
have to be made to restate the values of assets to their
recoverable amounts, to provide for any further liabilities
which might arise and to reclassify non-current assets and

liabilities as current assets and liabilities, respectively.
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IMPACT OF REVISED STATEMENTS
OF STANDARD ACCOUNTING
PRACTICE (“SSAPs”)

The following revised SSAPs are effective for the first time
for the current year’s financial statements:

SSAP 1 (Revised) : “Presentation of financial

statements”

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

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

*  SSAP 34 (Revised) : “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 the
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 summary statement of changes in equity is
now presented on page 26 of the financial statements in
place of the consolidated statement of recognised gains and
losses that was previously required.

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. The adoption of the revised SSAP 11 has had no
material effect on the financial statements.

2002/2003 £ ¥ » B B # X

HE
b
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IMPACT OF REVISED STATEMENTS
OF STANDARD ACCOUNTING
PRACTICE (“SSAPS”) (continued)

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 to 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, and the definition of cash
equivalents for the purpose of the consolidated cash flow
statement has been revised. Further details of these changes
and the prior year adjustments that have resulted from them
are included in the accounting policies for “Cash and cash
equivalents” and “Foreign currencies” in note 4 and in note

34(a) 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. In
addition, disclosures are now required in respect of the
Company’s share option schemes, as detailed in note 32 to
the financial statements. These share option scheme
disclosures are similar to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) disclosures previously included in the
Report of the Directors, which are now required to be
included in the notes to the financial statements as a
consequence of the SSAP.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Basis of preparation

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

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 March 2003. The results of subsidiaries acquired
or disposed of during the year are consolidated from or to
their effective dates of acquisition or disposal, respectively.
All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

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

Subsidiaries

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

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

Associates

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

The Group’s share of the post-acquisition results and
reserves of associates is included in the consolidated profit
and loss account and consolidated reserves, respectively.
The Group’s interests in associates are stated in the
consolidated balance sheet at the Group’s share of net assets
under the equity method of accounting, less any impairment
losses.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Associates (continued)

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

impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries
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 15
years.

SSAP 30 “Business combinations” was adopted as at 1 April
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.
Goodwill on acquisitions subsequent to 1 April 2001 is
treated according to the SSAP 30 goodwill accounting
policy above.

On disposal of subsidiaries, 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 reserve, 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.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Negative goodwill

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

To the extent that negative goodwill relates to the
expectations of future losses and expenses that are identified
in the acquisition plan and that can be measured reliably,
but which do not represent identifiable liabilities as at the
date of acquisition, that portion of negative goodwill is
recognised as income in the consolidated profit and loss
account when the future losses and expenses are recognised.

To the extent that negative goodwill does not relate to
identifiable expected future losses and expenses as at the
date of acquisition, negative goodwill is recognised in the
consolidated profit and loss account on a systematic basis
over the remaining average useful life of the acquired
depreciable/amortisable assets. The amount of any negative
goodwill in excess of the fair values of the acquired non-

monetary assets is recognised as income immediately.

SSAP 30 “Business combinations” was adopted as at 1 April
2001. Prior to that date, negative goodwill arising on
acquisitions was credited to the capital reserve in the year
of acquisition. On the adoption of SSAP 30, the Group
applied the transitional provision of SSAP 30 that permitted
such negative goodwill to remain credited to capital reserve.
Negative goodwill on acquisitions subsequent to 1 April
2001 is treated according to the SSAP 30 negative goodwill
accounting policy above.

On disposal of subsidiaries, the gain or loss on disposal is
calculated by reference to the net assets at the date of
disposal, including the attributable amount of negative
goodwill which has not been recognised in the consolidated
profit and loss account and any relevant reserves as
appropriate. Any attributable negative goodwill previously
credited to capital reserve at the time of acquisition is written
back and included in the calculation of the gain or loss on
disposal.
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Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

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 at the higher of the asset’s
value in use or its net selling price.

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

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

Fixed assets and depreciation

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

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

Buildings 4.75%
Leasehold improvements Over the lease terms
9% to 33-1/3%

12.5% to 25%

Furniture, fixtures and equipment
Motor vehicles

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 factory buildings, plant
and machinery and other fixed assets under construction.
It is stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct costs of construction
and capitalised borrowing costs on related borrowed funds
during the period of construction. Construction in progress
is reclassified to the appropriate category of fixed assets
when completed and ready for use.
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SUMMARY OF SIGNIFICANT
ACCOUNTING 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 property revaluation
reserve. If the total of this reserve is insufficient to cover a
deficit, on a portfolio basis, the excess of the deficit is
charged to the profit and loss account. Any subsequent
revaluation surplus is credited to the profit and loss account
to the extent of the deficit previously charged.

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

Intangible assets

Patent

Purchased patent is stated at cost less accumulated
amortisation and any impairment losses. Amortised is
calculated on the straight-line basis over its estimated useful
life of 10 years.

Know-how

Know-how represents certain technological know-how
acquired during the course of the business. It is stated at
cost less accumulated amortisation and any impairment
losses. Amortisation is calculated on the straight-line basis,
over its estimated useful life of not more than 15 years,
commencing from the date when the related products are

put into commercial production.

Research and development costs
All research costs are charged to the profit and loss account

as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the projects are clearly
defined; the expenditure is separately identifiable and can
be measured reliably; there is reasonable certainty that the
projects are technically feasible; and the products have
commercial value. Product development expenditure which

does not meet these criteria is expensed when incurred.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Intangible assets (continued)

Deferred development costs are stated at cost less
accumulated amortisation and any impairment losses.
Amortisation is calculated on the straight-line basis over
the commercial lives of the underlying products of not
exceeding 15 years, commencing from the date when the

products are put into commercial production.

Leased assets

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised at
the present value of the minimum lease payments and
recorded together with the obligation, excluding the interest
element, to reflect the purchase and financing. Assets held
under capitalised finance leases are included in fixed assets
and depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of
such leases are charged to the profit and loss account so as
to provide a constant periodic rate of charge over the lease

terms.

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

Long term investments

Long term investments are non-trading investments in
unlisted equity securities intended to be held on a long term
basis. They are stated at cost less any impairment losses,
on an individual investment basis.

When impairments in values have occurred, the carrying
amounts of the securities are reduced to their fair values, as
estimated by the directors, and the amounts of the
impairments are charged to the profit and loss account for
the period in which they arise. When the circumstances and
events which led to the impairments in values cease to exist
and there is persuasive evidence that the new circumstances
and events will persist for the foreseeable future, the
amounts of the impairments previously charged are credited
to the profit and loss account to the extent of the amounts
previously charged.

Short term investments

Short term investments are investments in listed equity
securities 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 a 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
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.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Cash and cash equivalents (continued)

Prior to the adoption of the revised SSAP 15 during the
year, as explained in note 3 to the financial statements, cash
equivalents in the consolidated cash flow statement also
included advances from banks repayable within three
months from the date of the advance, in addition to bank
overdrafts. This change in definition has resulted in a prior
year adjustment relating to trust receipt loans, further details
of which are included in note 34(a) to the financial

statements.

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

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.

Revenue recognition

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

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

(b) from the sale of marketable securities, when the
relevant contract notes are exchanged;

(c) from the rendering of services, when the services are
rendered;

(d) rental income, on a time proportion basis over the lease

terms;

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

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

2002/2003 F 5 « BB A X K B

7=l N
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Employee benefits

Paid leave carried forward

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

Prior to the adoption of SSAP 34 during the year, as
explained in note 3 to the financial statements, the Group
did not accrue for paid annual leave carried forward at the
balance sheet date. This change in accounting policy has
not resulted in any prior year adjustment as the impact is

not material.

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.

A provision is recognised in respect of the probable future
long service payments expected to be made. The provision
is based on the best estimate of the probable future payments
which have been earned by the employees from their
services to the Group to the balance sheet date.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Employee benefits (continued)

Pension schemes

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, except
for the Group’s employer voluntary contributions, which
are refunded to the Group when the employee leaves
employment prior to the contributions vesting fully, in
accordance with the rules of the MPF Scheme.

The employees of the Company’s subsidiaries which operate
in Mainland China are required to participate in central
pension schemes operated by the local municipal
government. The subsidiaries are required to contribute
certain percentage of the payroll costs to the central pension
schemes. The contributions are charged to the profit and
loss account as they become payable in accordance with
the rules of the central pension schemes.

Share option schemes

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

Foreign currencies

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

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

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

Prior to the adoption of the revised SSAPs 11 and 15 during
the year, as explained in note 3 to the financial statements,
the profit and loss accounts of overseas subsidiaries and
associates and the cash flows of overseas subsidiaries were
translated into Hong Kong dollars at the exchange rates
ruling at the balance sheet date. These changes have had no
material effect on the financial statements.
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SEGMENT INFORMATION

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

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

(a) the sum yung and pharmaceutical products segment
sells Chinese and other medicines, pharmaceutical
products, health products and dried seafood products
to wholesalers and retailers;

(b) the biotechnological and transgenic products segment
engages in the production and sale of biotechnological
and transgenic products;

(c) the property investment segment engages in
investment property holding and receives rental
income from properties located in Hong Kong and
Mainland China; and

(d) the corporate and others segment comprises the
provision of Chinese clinical services, the trading of
marketable securities and corporate income and

expense items.

In determining the Group’s geographical segments, revenues
and results 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.

Intersegment sales and transfers are transacted at cost or
with reference to the selling prices used for sales made to
third parties at the then prevailing market prices.
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5. SEGMENT INFORMATION (continued)

(a) Business segments

The following table presents revenue, profit/(loss) and

certain asset, liability and expenditure information for

the Group’s business segments.

158 Group
SERER ENNEREERER
Sum yung and Biotechnological and WERE PEREM i o E)
pharmaceutical products transgenic products Property investment Corporate and others Eliminations Consolidated
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
TEn Tk TEn Tk TEn Tk Fn T TEn Tk TEx Tk
HKS'000 HKS'000 HKS'000 HKS*000 HKS'000 HKS*000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS000
M - Segment revenue:
ETHIEF Sales to external customers 9,179 53,953 5426 12,989 239 2356 1320 1,765 - - 108,321 71,063
EHMEMZMESR  Intersegment sales 1 187 - - - - 5 = @ (187) - =
BTN Other revenue: 4 1l am 156 - 159 - 8137 - - 1014 8463
A Total 99935 54,151 589 13,145 239 2515 1379 9,902 n (187) 109,335 79,526
MRS Segment results (8964) (1307) (38,678) (5,465) n 1,951 (22,408) (1,507) (69973) (18328)
HERBEZHA nterest and dividend income 2,090 2840
APRRZIL Unallocated expenses (4342) (1,736)
BEEHER Loss from operating activities (12,225) (17,224)
A Finance costs (6,683) (6.385)
WBtHiES Loss before tax (78,908) (23,609)
2] Tax 1) 43
g Uit Loss before
il il minoriy interests (78.909) (23,176)
DY Minority inerests 19,646 3617
ToRIER B Net loss from ordinary activities
TR attributable to shareholders (59,263) (19,559)
MiKE Segment assets 34,597 37,886 100,005 130,057 42,846 44385 68,010 97,551 - (1.409) 25458 308476
REELZER nterests in associates - - - - - - 83 2311 - - 583 2311
34,597 37,886 100,005 130,057 42,846 44385 68,593 99,868 - (1.409) 246,041 310,787
AR EE Unallocated assets 3895 4175
GEAE Total assets 249,936 314962
A Segment liabilities 0597 17,352 3,010 19.461 624 2070 1,113 23,684 - (1.409) 70,344 61,158
FERRzAfH Unallocated liabliies 157,195 154850
e Total lablites 7153 216,008
HAREH : Other segment information:
#itk Depreciation 3,157 286 611 1486 1 7 919 113 - - 10259 5449
YRS Amortisation of
intangible assets m - 1,899 86 - - - - - - 2011 786
it Amortisation of goodwill n - - - - - 133 3% - - 1511 396
MEgENZ Impairment losses included
WS in the profit and
loss account - - 16,033 - - - 8,147 - - - 214,180 -
38,021 6,631
L Capital expenditure 2,680 2735 473 15,370 13 - 150 1218 - - 7562 19323
BUESES & Other non-cash expenses 431 B $927 0 2,000 - 2999 4551 - B 18277 4613
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5. SEGMENT INFORMATION (continued)

(b) Geographical segments
The following table presents revenue and certain asset
and expenditure information for the Group’s
geographical segments.

rE Group
& H Eiid FE
Hong Kong Mainland China Eliminations Consolidated
2003 2002 2003 2002 2003 2002 2003 2002
FTET T FTER T FTER T FTER T
HK$°000 HKS$’000 HK$’000 HK$'000 HK$°000 HK$000 HK$’000 HKS$’000
HEIA Segment revenue:
ETHIEF Sales to external customers 56,575 57,936 51,746 13,127 - —~ 108,321 71,063
HAbh /M B& R © Other segment information:
GG Segment assets 125,597 161,626 124,339 153,336 - — 249936 314,962
BEABA S Capital expenditure 374 3,953 7,208 15,370 - = 7,582 19,323

20022003 F ik « EHE N ESEEBBR A
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6. EXHEREMKA 6. TURNOVER AND OTHER REVENUE

BB AR B 2 B EHE
BRiB B RE ST ER) > SRR
B2 fEE > RECEY R C B
E WA -

Turnover represents the net invoiced value of goods sold,
after allowances for returns and trade discounts; the value
of services rendered; and gross rental income received and
receivable from investment properties during the year.

BB HABA DTN

An analysis of turnover and other revenue is as follows:

rEH
Group
2003 2002
FERT THs T
HKS$°000 HK$’000
=E 20 Turnover
SR A b 2 S Sale of sum yung and pharmaceutical products 99,179 53,953
A W R Sale of biotechnological and
R 2 B transgenic products 5,426 12,989
W — TSI Property investment — gross rental income 2,396 2,356
HoAt Others 1,320 1,765
108,321 71,063
Higlt A Other revenue
FILE A Interest income 1,861 2,611
ETHRERE A Dividend income from listed investments 229 229
A TH=F2 Write-back of residual purchase consideration
Wi B A R AR 1) payable to third parties - 4,806
A #E 15 & 2 Write-back of rent and miscellaneous expenses
L 4 R M 2 S s 43 ] payable for former director quarter - 1,296
AT THIERZ Write-back of remuneration and disbursements
P <t B 3 435 ] payable to former directors - 827
FiAty Others 1,014 1,534
3,104 11,303

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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7. REXBEER 7. LOSS FROM OPERATING ACTIVITIES
AREE 2 S EFERE R G The Group’s loss from operating activities is arrived at after
A) THIHA : charging/(crediting):
rEE
Group
2003 2002
i TER THIT
Notes HK$°000 HK$’°000
HE R AR Cost of inventories sold 73,073 39,628
PRAEAR T 2 A Cost of services provided 491 732
e Depreciation 14 10,259 5,449
SRR S Amortisation of a patent 15 172 -
90 2R sk e Amortisation of know-how* 15 1,899 786
A0 sk (L Impairment of know-how 15 9,696 -
R AE BA % Impairment of deferred
A ** development costs** 15 6,337 -
TF 5% B B s St ** Research and development expenditure** 2,049 639
PN A Impairment of goodwill 16 5,147 =
PR B Amortisation of goodwill** 16 1,511 396

A B L B 2 B8 Minimum lease payments under
GEROPSE BTN =F R operating leases in respect of

land and buildings 13,247 11,135
T B Auditors’ remuneration 950 1,000
BITHA (RfE Staff costs (excluding directors’
HHM & — fEE9) - remuneration — note 9):
e M TE Wages and salaries 21,090 18,397
AR ARG T B e Pension scheme contributions*** 1,880 676
22,970 19,073

20022003 F ik « EHE N ESEEBBR A
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7. REXKEER @) 7. LOSS FROM OPERATING ACTIVITIES

(continued)

rEH
Group
2003 2002
Bt TER T
Notes HK$°000 HKS$’000

Hh B [ P M 1R AR Loss on disposal of fixed assets, net 498 129
JREWS B 2 MRk 2 R IRTEfl Provision for doubtful trade receivables 5,674 1,974
TA AT R B At Provision for prepayments and

JRE SR T 43 other receivables 3,086 =
JRE i B 2 ) Provision for amount due

IR A from a related company 1,061 -
A IRE S W 6 Provision for obsolete and

17 B B slow-moving inventories 1,266 569
JRE S B 7 A ) Provision for amount due

IR from an associate 1,728 1,034
=W b Impairment of a long term

B +* unlisted investment** 3,000 -
EAEY BT RE Unrealised loss on revaluation of

AR B e 1H short term listed investments 1,687 1,736
HEED ETHRE Loss on disposal of short term

[ 2Eis! listed investments 1,279 -
HAHR E Y)W (E Deficit on revaluation of

investment properties 2,000 200

e 5, e 15 4 4 Exchange losses, net 3 18
A THR=F2 Write-back of residual purchase

Ve B AR R AR 1) consideration payable to third parties - (4,806)
Tl 55108 & ZH S 2 Write-back of rent and miscellaneous

GEEYE & Sk ] expenses payable for former

director quarter - (1,296)

AT TRIE S 2 Write-back of remuneration and

P < i 5 i 438 [ml disbursements payable to former directors - (827)
A A TR AR Net rental income (2,281) (2,246)
ISE 3=/ 3=NUN Dividend income from listed investments 6 (229) (229)
FLEMA Interest income 6 (1,861) (2,611)

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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LOSS FROM OPERATING ACTIVITIES

(continued)

sk

EE TS

The amortisation of know-how for the year is allocated
between “Cost of sales” and “Other operating expenses” on
the face of the consolidated profit and loss account.

The amortisation of goodwill, impairment in value of long
term unlisted investment, impairment of deferred
development costs, and research and development
expenditure for the year are included in “Other operating
expenses” on the face of the consolidated profit and loss

account.

At 31 March 2003, the Group had no significant forfeited
contributions available to reduce its contributions to the
pension scheme in future years (2002: Nil).

FINANCE COSTS

NEH

Group
2003 2002
FERT T#o
HKS$°000 HK$°000

SRAT B S BN FLAF N Z& 21 Interest on bank loans and other borrowings

iz HAbE R 2 A B wholly repayable within five years 6,639 6,349
Fil AR 2 FILE Interest on finance leases 32 36
HAth Others 12 -
6,683 6,385

20022003 F ik « EHE N ESEEBBR A
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9. EEME 9. DIRECTORS’ REMUNERATION
MR PR b TR R R i N A6 1 26 161 Directors’ remuneration, disclosed pursuant to the Listing
ek g 2 B0 T Rules and Section 161 of the Hong Kong Companies

Ordinance, is as follows:

REE

Group
2003 2002
TR TH#E T
HK$°000 HK$’000

Mg Fees:
WATEF Executive directors - -
WL IERATE S Independent non-executive directors - -
BATHE S 2 HAB G Other emoluments for executive directors:

Hrar o~ RS BRI G Salaries, allowances and benefits in kind 1,224 1,129
AR RN YR 4G T 8 S IR LA T A No fees or other emoluments were paid to the independent
BB A - non-executive directors during the year.

R R S G The number of directors whose remuneration fell within
the following band is as follows:
EEAY
Number of directors

2003 2002
% %1,000,000% 7T Nil to HK$1,000,000 8 6
T AE A 317 4 AT 4] 28 25 B %R 2 B There was no arrangement under which a director waived

ATA{n] B 42 2 42 BE - or agreed to waive any remuneration during the year.

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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10. EEBRSHES 10. FIVE HIGHEST PAID EMPLOYEES
WA (CFEFEARE ) FEFZ RS Details of the remuneration of the five (2002: five) non-
N2 EFEHEMT director, highest paid employees are as follows:
rEE
Group
2003 2002

TR THIT
HK$’000 HK$°000

Widz > A RE WA R Salaries, allowances and benefits in kind 3,068 2,168

PE NS Pension scheme contributions 81 45

3,149 2,213

R A R BB S The number of the non-director, highest paid employees

LI whose remuneration fell within the following band is as

follows:
EZA™
Number of directors

2003 2002

£ 21,000,000% 70 Nil to HK$1,000,000 5 5
11. 18 11. TAX

YA A £ [ 7 A 4 B 7 7 i I A R R No Hong Kong profits tax has been provided for as the

Tt v ) HCSIE A A A i ) A5 A L 43 Group had no assessable profits arising in Hong Kong

(BB AR ) - At R 2 during the year (2002: Nil). Taxes on profits assessable

AR R ] 1 A B T K P TE M 2 B elsewhere have been calculated at the rates of tax prevailing

TR KA HBLA 260 - 2R & in the countries in which the Group operates, based on

B 5 existing legislation, interpretations and practices in respect

thereof.
rEH
Group
2003 2002

FERT Tt
HKS$°000 HK$°000

A BE A — LAt [ Provision for the year — elsewhere 1 1

VLR A 32 R A 3 A Overprovision in prior years - (434)

ARAFEEERLASZH (GFA)  Tax charge/(credit) for the year 1 (433)
PG RINE 5% U S NI 5 1 Dl i 1T There was no significant unprovided deferred tax in respect
(ZFF A4 ) o of the year (2002: Nil).

20022003 F ik » BEHE RN ESEE R 2 A
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2. RREGCBEXRKERFS

ERFAARAN R MBERERE T =
EZH =+ —HIEEEZ BARENWSH
WSS s 1H R AR 40 17,828,000%5 70 (—
T TAE 28,712,000 9C) o

13. BREE

g JE A M 18 T AR AR T I AR R A H
ST s 1H T A 40 59,263,000%5 76 (—
BE A 119,559,000 70) M A A E
TEA T A 2 AT 2 #11,389,411,493
B (& AR ¢ 1,374,136,4240%) wf
B o

F T 4 TN T A T AR 2 ) 2 B P B
AR SRR R > Rl R
JIBE_FF =R _FF_HF=H
=t H R e R -
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12.

13.

NET LOSS FROM ORDINARY
ACTIVITIES ATTRIBUTABLE TO
SHAREHOLDERS

The net loss from ordinary activities attributable to
shareholders for the year ended 31 March 2003 dealt with
in the financial statements of the Company is approximately
HK$17,828,000 (2002: HK$28,712,000).

LOSS PER SHARE

The calculation of basic loss per share is based on the net
loss from ordinary activities attributable to shareholders for
the year of approximately HK$59,263,000 (2002:
HK$19,559,000), and the weighted average number of
1,389,411,493 (2002: 1,374,136,424) ordinary shares in
issue during the year.

Diluted loss per share amounts for the years ended 31 March
2003 and 2002 have not been presented because the effects
of the assumed conversion of the share options and
convertible notes of the Company during these years were
anti-dilutive.
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14. EIEEE 14. FIXED ASSETS
AEE Group &R
HEMEEE HKERRE
BEMHE Leasehold Furniture, RE EEIR
Investment gF improve- fixtures and Motor Construction Eb ]
properties Buildings ments equipment vehicles in progress Total
T#T T#T T#T T T T T#T
HK$’000 HK$’000 HK$’000 HK$’°000 HKS$°000 HKS$°000 HK$’000

BRAEL SR A L Cost or valuation:

A At beginning of year 44,150 49,095 13,299 32,237 3,080 5,775 147,636
TE Additions = = 446 1,241 50 2,224 3,961
i Disposals - (113) (2,144) (233) = = (2,490)
A EE Deficit on revaluation (2,000) B B - - - (2,000)
{873 Transfers - 5,721 - 331 - (6,052) -
e At 31 March 2003
=A=+—H 42,150 54,703 11,601 33,576 3,130 1,947 147,107

JRAME A E ST © Analysis of cost or valuation:
A At cost - 54,703 11,601 33,576 3,130 1,947 104,957
= At 31 March 2003 valuation

42,150 = = = = = 42,150
42,150 54,703 11,601 33,576 3,130 1,947 147,107
BRI Accumulated depreciation:
AT At beginning of year = 317 8,778 7,806 1,426 = 18,327
ARAE S Al Provided during the year = 3,387 2,721 3,691 460 = 10,259
e Disposals = @) (1,782) (106) = = (1,890)
MoRR=F At 31 March 2003
=H=+—H - 3,702 9,717 11,391 1,886 - 26,696
FRTENFHE ¢ Net book value:
MoBF=F At 31 March 2003
=H=+—H 42,150 51,001 1,884 22,185 1,244 1,947 120,411
e == St At 31 March 2002 5 9
=H=+—H 44,150 48,778 4,521 24,431 1,654 5,775 129,309

2002/2003 5 ] o &H B R

2
#
#

HARARGA
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14. BIEEE @)

14. FIXED ASSETS (continued)

VNN Company
HEYEREE
Leasehold
improvements
T
HK$°000
RAAA Cost:
ﬁAE?ﬂﬁﬁ\ R =L At beginning of year and at 31 March 2003 812
A=+—H
BEHTE Accumulated depreciation:
TR At beginning of year 270
A B A Provided during the year 271
W_FEE=F=A=+—H At 31 March 2003 541
HR A - Net book value:
AT =FE=H=1+—H At 31 March 2003 271
RoEECHE=A=+—H At 31 March 2002 542

(a) S B LR IR I

(a) The Group’s investment properties are held under the

£ following lease terms:

s
B8 Mainland g
Hong Kong China Total
THETT THIT THIT
HK$°000 HK$’000 HK$°000
RHATHAY Long term leases 16,400 = 16,400
AT 4 Medium term leases 24,550 1,200 25,750
40,950 1,200 42,150

AR Z BB FEN ZBE A
“H=+—HHEEEEEE
Ak L i 7 4 6 B R A T 4L BUA A i
FEHEDL AN BATTE EAL o A g
E L1 g O it e
i BARE G O PR R M 7R3 -

ROFB=ZAEZH=Z+—H A&
%@Z%?#%%%i%ﬁﬁﬁ
3£40,950,000% 7 (= FF —4F -
m%wmﬁmﬁ%ﬁﬁ&%$
£ SR T RIE 2 HEHT (K 5E28) ©

AL 2 BOE ) 2 E I EON A4
H]RAH 1002 101 H

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003

The Group’s investment properties were revalued on
31 March 2003 by Knight Frank Hong Kong Limited,
independent professionally qualified valuers, on an
open market value, existing use basis. All investment
properties are leased to third parties under operating
leases, further details of which are included in note
37 to the financial statements.

At 31 March 2003, certain of the Group’s investment
properties with a total carrying value of
HK$40,950,000 (2002: HK$42,950,000) were
pledged to secure banking facilities granted to the
Group (note 28).

Further particulars of the Group’s investment
properties are included on pages 100 to 101 of the
Annual Report.
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14. IEI E ﬁ }-’_:Izi (#8) 14. FIXED ASSETS (continued)

(b) MoFXZAE=H=1+—H & (b) At 31 March 2003, a building of the Group with a
EEZEFZHREMEMERD carrying value of approximately HK45,868,000
45,868,000% 70 (X% —4F © ) (2002: Nil) was pledged to secure banking facilities
YRERRTAEBEITMEZ granted to the Group (note 28).

R (Bl E28) -

() MIZEE=HF=H=1T—HAE (c) The net book value of the Group’s office equipment
9] DA il A SRR 2 A & and motor vehicles held under finance lease as at 31
A S TR 2 R TV (E 4 I &Y March 2003 amounted to approximately HK$105,000
105,000%5 75 (—&FE "4 © 58,000 (2002: HK$58,000) and approximately HK$292,000
WIT) £ %71292,00045 70 (—FEF (2002: HK$556,000), respectively.

4 1 556,0000 7C) ©

15. B &EE 15. INTANGIBLE ASSETS
AEH Group
IR FIE B 3%
5%
Deferred
EFIRE 5 9 R development Pt
Patent Know-how costs Total
THIT T T T
HK$°000 HK$’000 HK$’000 HK$°000
A Cost:
TR AER] At beginning of year = 25915 7,936 33,851
NE Additions 1,880 - 1,741 3,621
I At 31 March 2003
=H=4F— 1,880 25,915 9,677 37,472
EGHIESE L (E © Accumulated amortisation
and impairment:
TR At beginning of year = 5,802 = 5,802
A 6 Amortisation provided
during the year 172 1,899 - 2,071
AR AR Impairment during
filEse 2 W (E the year recognised
in the profit
and loss account - 9,696 6,337 16,033
iz a2 At 31 March 2003
=H=+—H 172 17,397 6,337 23,906
HRTHNFHE - Net book value:
—"ae At 31 March 2003
= =1 1,708 8,518 3,340 13,566
BT A At 31 March 2002
=EH=4F— - 20,113 7,936 28,049

20022003 F ik « EHE N ESEEBBR A
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16. BEREBHE 16. GOODWILL AND NEGATIVE
GOODWILL
A 6 G s ) T AR NI L AN 2 The amounts of the goodwill capitalised as an asset, arising
PR from the acquisition of subsidiaries, are as follows:
rEE Group
5k
Goodwill
THE T
HK$°000
BAR Cost:
TR Sy — BT =4 At beginning of year and 31 March 2003 21,582
=H=+—H
2 TSN S s Accumulated amortisation and impairment:
il At beginning of year 396
AR A RS Amortisation provided during the year 1,511
AR BN 1 4 R ERR 2 Impairment during the year recognised in the
WE profit and loss account 5,147
R-FF=4 At 31 March 2003
=ZH == 7,054
ﬁ%ﬁﬁ?ﬁ : Net book value:
W_FE=F=A=1+—H At 31 March 2003 14,528
MR ETAEZH =+—H At 31 March 2002 21,186

AR AR G T PR A i S M B 2 309k
AR PEESC (RENE LA B R K aE4)
ﬁ§:$£*$MH — H i P s 7 A

T T R T A RS B ok
i R 8 R A E AN

%%*@@H*H%IW%W%
AT IR G5 B REHE DI 2 B
GHIN REFNA—H K
ZHE=H=1—H#A13,051,000%

Hwﬂﬁfb\ﬁ
° A}}[H%‘rﬁ_{
ﬁbﬁw
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As detailed in note 4 to the financial statements, on the
adoption of SSAP 30, the Group applied the transitional
provision of SSAP 30 that permitted goodwill and negative
goodwill in respect of acquisitions which occurred prior to
1 April 2001, to remain eliminated against consolidated
reserves or credited to capital reserve, respectively.

The amounts of negative goodwill remaining in consolidated
reserves, arising from the acquisition of subsidiaries prior
to 1 April 2001 was approximately HK$13,051,000 as at
1 April 2002 and 31 March 2003.
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Notes to Financial Statements
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17. INTERESTS IN SUBSIDIARIES

31 March 2003

¥ NN

Company
2003 2002
FER T
HK$°000 HKS$’000
I BT AR FERLAE Unlisted shares, at cost 39,445 39,445
JREMAC i 2 ) R TR Due from subsidiaries 368,088 360,628
407,533 400,073
W IR Less: Provisions for impairment (32,427) (26,593)
JRE WA BB 2 ) S R A Provisions for amounts due from subsidiaries (368,088) (360,628)
7,018 12,852

JRE S B Jo 2 R R T SRS A - B K

Je [F] 5 22 ) -

THEMBAFRZFEHBMT

free and have no fixed terms of repayment.

The amounts due from subsidiaries are unsecured, interest-

Particulars of the principal subsidiaries are as follows:

ARF

BRTEBER Fefk B

ZEE/ BOL

R/ AR AR Percentage

RE I Nominal value of equity

Place of of issued attributable to
incorporation/ ordinary/ the Company TEEK
7B registration registered HiZ GiE3 Principal
Name and operations share capital  Direct  Indirect activities
HRAMRA T it 2T - 100% e
China Vantage Limited Hong Kong HK$2 Financing
activities
B R TR FR A wi 27T - 100% LR
China Genetic Limited Hong Kong HK$2 Investment
holding
HEHRA R A i 3T = 100% ES18
China Silver Limited Hong Kong HK$3 Property
holding
Forever Good Investments Limited B L 13670 - 100% REE
British Virgin US$1 Investment
Islands holding
MESFEARAF A 27T - 100% WRBE
Forever Wealth Enterprises Hong Kong HKS$2 Property
Limited holding
Gain Success Investments Limted R IELREE 17T - 100% fieid =Nt
British Virgin USS1 Securities
Islands/ dealing

Hong Kong

2002/2003 F #H o

H %
& %



Br 7% ¥R WY A

Notes to Financial Statements
—TE=F=A=+—8H
31 March 2003

17. R B AT 2= @)

17. INTERESTS IN SUBSIDIARIES (continued)

VYN
ERTEER FEfh R A
ZHEE/ BOL
R/ A R A 2 Percentage
K& £ Nominal value of equity
Place of of issued attributable to
incorporation/ ordinary/ the Company FTEEK
a8 registration registered HE Gif Principal
Name and operations share capital  Direct  Indirect activities
B — a4 SEAT PR 22 ) I 10,000,000 A & 51% FoRiE
(TR ) + (F5ED Mainland China RMB10,000,000 Retail of
Guizhou Ensure Chain pharmaceutical
Pharmacy Co., Ltd. products
(“Ensure Chain”)f
(note 1)
Joinbest Investment Limited e il 50,0003 7C 100% BEEI
(“Joinbest”) British Virgin US$50,000 Investment
Islands holding
AT (R AR A i 113,942,339% 7T 100% BB
Nam Pei Hong (Holding) Hong Kong HK$113,942,339 Investment
Limited holding
LT EARA T itk 10,0005 7C 100% ESid
Nam Pei Hong Hong Kong HK$10,000 Property
Investments Limited holding
F AT A PR A 7 A 300,000% 7T 100% HEfLAE B TS
Nam Pei Hong Hong Kong HK$300,000 Provision of
Management Limited management
services
Nam Pei Hong Nominees Limited Tk 2U5 7T 100% FRALFRIA
Hong Kong HKS$2 s
Provision of
nominee
services
LTS EAMARATR ([2H]) B 1,200,000 ¢ 100%  Z6 Kt
Nam Pei Hong Sum Yung Hong Kong HK$1,200,000 HH# ~ IR
Drugs Company Limited R 7E
(“Sum Yung”) Wholesale

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003

and retail of
Chinese
medicines,
dried

seafood and
health products
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17. A B ARl 2 #E = @) 17. INTERESTS IN SUBSIDIARIES (continued)

RAH

ERTEER FEfh R A

ZEE/ BOL

R/ A R A A< Percentage

REEMI Nominal value of equity

Place of of issued attributable to
incorporation/ ordinary/ the Company FTEEK
H5B registration registered HE e Principal
Name and operations share capital  Direct  Indirect activities
N P H International (B.V.I.) Limited o Ji L B 456 100% = BB
British Virgin US$4 Investment
Islands holding
M7 A A R AR ik 2T - 100% Rt
N P H Sino-Meditech Hong Kong HKS$2 IR
Limited Provision of
Chinese
clinical
services
i R A ) R A HE 9,620,0003 7T - 57% A REHE
AR (kD) Mainland China US$9,620,000 ERYEEEIE
Shanghai Hua Xin High Production
Biotechnology Inc. and sale of
(note ii) biotechnological
products
i i Y A PR Bl 28T - 100% Y E
Well Gain Assets Limited Hong Kong HK$2 Property
holding
Dk PN E SR HE 25,600,000 A M 34.43% - WIRREE
TRARRA A (THMEER]) Mainland China 30,500,000 A [ ¥ LR ZY)
(BfF i) RMB25,600,000/ BFCAAE P
Yangzhou Genetic RMB30,500,000 Research and
Engineering Ltd. development
(“YZ Genetic”) of transgenic
(note iii) drugs and
other biological
products

T AT Z RSO RETY SR 4

L % o

The English name of the company is a direct translation of

its Chinese registered name.

2002/2003 F ¥ o F B & %

i
B
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17. R B QA2 17. INTERESTS IN SUBSIDIARIES (continued)
Mt - Notes:
() SR B L 2 AN E B (i)  Ensure Chain is a Sino-foreign co-operative joint venture

BENTF MR L AR YRR
Wi > HA A —LLUILE=A
+— H P iR A FH434F -

company established in Mainland China and acquired by the
Group in 2002, with an operating period of approximately
43 years commencing from 11 March 1999.

(i) FHEH IR EE NZHINEERE (ii) Hua Xin is a Sino-foreign co-operative joint venture company
OS] ] R — A AS S O established in Mainland China and acquired by the Group in
H KEMH—NWIL=F—HTIH 2001, with an operating period of 45 years commencing from
B 4 L 7T 454F o 19 January 1993.

(i)  F MR M B R 2 A8 R R K R A (iii) In accordance with YZ Genetic’s articles of association and

%Jll%l16.39%zd‘%ﬁﬂi$%llﬁ
TGN d ([HMaeIR ) 25T
2 PREE S BN BE TR B 0 B
HEHN#FEEGZHEMEETALA
AL FRE N M R R EE G 274
AR G4 7 o B AR 2 ] RE 4 il
B I 3k R 2 B s s U o

i 0 5L A T8 o B R SL 2 AN
G > HBEHE T —4F
Z A A H B IR FE 304 -

Yo B AEL A NH A
NFEBE—FR Bl L2 AR —
TR W T 2 SE IO AT PR A = ([ Bk B

) I OLE bk o BB AN E]

[F] 7 LA AE 7,000,000 A F T H 65 8500

HE K 34.43% HE T VL BRI 3R -

L RBI AN T 2 M\ R
oA YNCIDRE S -2 VN L NG
[ BN EEE E T E
R0y o HEEFR L o 4550 H H A
AN Z B E R TR o

an authorisation letter signed by Yang Zhou Energy &
Transportation Investment Co., Ltd. (“YZ Energy”), a
16.39% minority shareholder of YZ Genetic, YZ Energy has
delegated its voting rights in the board of directors of YZ
Genetic to the Company, hence enabling the Company to
have 4 out of the 7 representatives on YZ Genetic’s board of
directors. Therefore the Company can exercise control over
the financial and operating policies of YZ Genetic.

YZ Genetic is a Sino-foreign co-operation joint venture
established in Mainland China with an operating period of
30 years commencing from 5 February 2001.

On 26 November 2003, the Company entered into a sales
and purchase agreement with Jiangsu Lianhuan
Pharmaceutical Co., Ltd. (“Jiangsu Lianhuan”), a company
listed in Shanghai, whereby the Company agreed to dispose
of its entire 34.43% equity interest in YZ Genetic to Jiangsu
Lianhuan for a consideration of RMB7,000,000.

The above table lists the subsidiaries of the Company which,

in the opinion of the directors, principally affected the results

for the year or formed a substantial portion of the net assets

of the Group. To give details of other subsidiaries would, in

the opinion of the directors, result in particulars of excessive

length.

18. INTERESTS IN ASSOCIATES

KEE
Group
2003 2002
TERT TH T
HKS$°000 HKS$’000
P A 8 8 Share of net assets 818 818
JRE WS 5 /A ) R Due from associates 4,332 4,332
5,150 5,150
W R EREE Less: Provisions for impairment (235) (235)
JRESCI 5wk S Provisions for amounts due from associates (4,332) (2,604)
583 2,311

JRE WA W 5 2 Rk I T SRR - R E K

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003

The amounts due from associates are unsecured, interest-

free and have no fixed terms of repayment.
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18. REt&E NAlzER @)

18. INTERESTS IN ASSOCIATES (continued)

Wi N 2 FERE R Particulars of the associates are as follows:

REE R

BRI & ZREBIL

REZMB  Percentage of

Place of ownership
FEHRE incorporation/ interest FEEK
HiE Business registration attributable Principal
Name structure and operations to the Group activities
e BT A ) R BN A BR A 7] M3 H 19% T e
Fujian Province Xinmin High Corporate Mainland HER #59) Be
Biotechnology Co. Ltd. China PR
Production and
sale of genetic
medicines and
medical
equipment
v A il S T [ 13 Hh 2 17.67% fRfta T
BEEA AT Corporate Mainland I BR A SAR IS
Shanghai Biotechnology China Provision of

Industrial Zone United

Development Co. Ltd.

B A B ] 2 S TR

SCRE M 44 R B A o

A i B A ) Mg JI AR
— R EEWE L FFEA

19. R E

B

building
management and
environmental

support services

The English names of these associates in Mainland China

are direct translations of their Chinese registered names.

The shareholdings in the associates all comprise equity

shares held through a non wholly-owned subsidiary of the

Company.

19. LONG TERM INVESTMENTS

REH
Group
2003 2002
TERT THT
HK$°000 HK$°000
I b AR Unlisted equity
& AAE investments, at cost 21,415 21,415
B R Less: Provisions for impairments (20,240) (17,240)
1,175 4,175

20022003 F ik « EHE N ESEEBBR A
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2. #E& 20. INVENTORIES
A
Group
2003 2002
THER T
HK$°000 HK$°000
JE AR Raw materials 380 176
TE S Work in progress 1,078 1,369
BB Finished goods 625 296
P Merchandised goods 16,473 16,389
18,556 18,230
et i S AR B DA T S B R (EA No inventory included in the above balance was carried at
I o net realisable value.
21. RIWE 5 R 21. TRADE RECEIVABLES
AL BT Ay B HoAt A9 W) o (R The Group’s credit terms granted to customers of Chinese
i BHEER E h 2 BT 2 E R A 30E and other medicines, health products and dried seafood
90K o & TAEYFHL L E ARG 2K products range between 30 and 90 days. The credit terms
F 2 A5 81 %5604 180K » granted to customers of biotechnological and

pharmaceutical products range between 60 and 180 days.

TGS H BN F) Bk N R A 15 2 An aged analysis of the trade receivables as at the balance
FEHRZIEB NN sheet date, net of provisions, is as follows:
AEE
Group
2003 2002

FTERT THIT
HK$°000 HK$°000

3MEA N Within 3 months 4,117 7,733
4% 6ff H 4 to 6 months 109 504
7 1218 F 7 to 12 months 407 341
13 %241 H 13 to 24 months 11 1,117
241 H Over 24 months 25 6

4,669 9,701

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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22. DUE FROM INTERMEDIATE

HOLDING COMPANIES
A5E KA
Group Company
2003 2002 2003 2002
Bk THERT T T TEx THTT
Notes  HK$’000 HKS$°000 HK$’000 HKS$°000
JEUL Tin Ming#X 8 Due from Tin Ming (a) 11,472 6,120 11,472 6,120
W Hong TauzkH  Due from Hong Tau (b) 1,906 2,118 1,906 2,118
13,378 8,238 13,378 8,238
FRFEE - Notes:
(a) MU Tin Ming Management Limited (a) The amounts of HK$6,082,000 and HK$5,390,000
(['Tin Mingl) 2 3K ¥H6,082,000%5 7T &% (including interest amounting to approximately
5,390,000%%5 7t (£ 45 F1| 5L 42 % 5% Bl 49 HK$574,000 and HK$290,000, respectively) due from Tin
£%5574,000%5 7T 290,000 ) Mff £ 4K Ming Management Limited (“Ting Ming”) are unsecured
R A S A o B R R R 1 JE o % and bear interest at prime rate plus 1% per annum. The
446,082,000 70 2 FX A A —FF amount of HK$6,082,000 was originally due on 28 March
FEZAZHANBREM Bl E = 2002 and was extended to 31 March 2003 while the amount
FEMESHA = F—H ﬁ'ﬁ%%ﬁ/—% of HK$5,390,000 was due on 23 April 2003. During the year,
5,390,000% 75 2 #CIH Al it =& 4R the Company agreed to further extend the repayment dates
WHZ+H=H2M - FERX > KAH of these balances together with the accrued interest to 31
IF] 3 3 — 2 410 U 46 B A 2 ) R it ) March 2004.
B2 ) 2 =R =
=+—H-
(b) MU Hong Tau Investment Ltd. ([ Hong (b)  The amount of approximately HK$1,906,000 due from Hong

Taul) 2 #XIE %9 1,906,000%5 7T J3 Hong
Tausr A2 7] 2 A B A B 2 - 3%
TR ST e IS A R 0 S o Bk TE R
SERECEZA T AHIPEE
EMEZFRE=FE=H=+—H -
N AN — bR
EMEZFRNE=H=+—H -
A ZFEE=4FE/NH U H > Hong Tau
£ 572 £9700,000% JC - T 4 A8 4% 7Y
CEZRNESH =+ — A EER -

Tau Investment Ltd. (“Hong Tau”) represents the sharing of
the Company’s financial restructuring costs by Hong Tau.
The amount is unsecured and interest-free. The amount was
originally due on 28 March 2002 and was extended to 31
March 2003. During the year, the Company agreed to further
extend the repayment date to 31 March 2004. On 14 August
2003, Hong Tau settled approximately HK$700,000 with the
remaining balance to be settled on 31 March 2004.

20022003 F ik » B RESE A
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23. Bl R E 23. SHORT TERM INVESTMENTS
KEME
Group
2003 2002

TERT TFH#IT
HK$’000 HKS$’000

s BT RERE Listed Hong Kong equity investments,
YT AE at market value: 2,720 9,220
Fis LTS RE - Listed Hong Kong debt investment,
FifE at market value: - 970
2,720 10,190
A B e R H A AR T e 4R The market value of the Group’s short term investments at
B 2T A 453,666,000 0 (2% — the date of approval of these financial statements was
4F 1 8,506,000%5 7)) © approximately HK$3,666,000 (2002: HK$8,506,000).
24. BEeRBESEEHEH 24. CASH AND CASH EQUIVALENTS
REME AN
Group Company
2003 2002 2003 2002

TR T FERT Tt
HK$°000 HK$°000  HKS$’000 HKS$000

B MSRAT A7 3K Cash and bank balances 8,844 7,858 2,850 2,126
RE AT Time deposits 30,000 49,154 30,000 47,199
38,844 57,012 32,850 49,325

NEEEH > AL N RS2 B At the balance sheet date, the cash and bank balances of

G R BRATAE A 52,815,000 7T (& the Group denominated in Renminbi (“RMB”) amounted

T AR 4,354,0004550) o ARMEAST] to approximately HK$2,815,000 (2002: HK$4,354,000).

B H S 2 HoAh B > AT > ARE R The RMB is not freely convertible into other currencies,

12 471 EE 75 A A 161) M 55 T ~ 5 IE B A+ e however, under Mainland China’s Foreign Exchange Control
BB » AL B A5 A Ry T AT A Regulations and Administration of Settlement, Sale and

T ZET5 2 SR A 7% A [ W S 46 25y o Ath 65 Payment of Foreign Exchange Regulations, the Group is

oo permitted to exchange RMB for other currencies through

banks authorised to conduct foreign exchange business.

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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25. ERE SRR 25. TRADE PAYABLES
AT H AT B 5 MR R 2 IR (LA An aged analysis of the trade payables as at the balance
T & L) AT AR sheet date, based on invoice date, is as follows:
REE
Group
2003 2002
T T 70
HK$°000 HK$’000
3MEA KN Within 3 months 9,401 4,860
4% 68 H 4 to 6 months 4,618 4,120
721218 H 7 to 12 months 362 436
132244 H 13 to 24 months 854 177
2448 H Over 24 months 6,799 6,812
22,034 16,405
26. HETRIE K EFTRIE 26. OTHER PAYABLES AND ACCRUALS

B R BB E RS 34T A AR R A
EREE YRR e RN
BARM ] —Hik o FIE > f§ B A
J3E B LA 4F BE IR 2 A 38 4 i 2 T
H& WA R & H B B8 5 st 30E -
T4 B A &5 H ok = M 2 AR AT 7
HSEERRTEER -

WIH & FHBUR 2 S BPE S — R F =
EZH=1—H » AREFHEKIEF
ALF5 #172,000% TCAE 44 4 5830 2 &%
o p A Y NG A BRI A /R b
FERE T o

27. |ITRHAEMEBRK

SSAP 34 was adopted during the year, as explained in note
3 and under the heading “Employee benefits” in note 4 to
the financial statements. As a result, an accrual has been
made at the balance sheet date for the expected future cost
of paid annual leave earned during the year and prior years
by employees, which remains untaken by the employees at
the balance sheet date and is permitted to be carried forward
and utilised in the following year.

This change in accounting policy has resulted in
approximately HK$172,000 being included in the balance
of the Group’s accruals in respect of the paid leave carried
forward as at 31 March 2003. No prior year adjustment has
been made because the impact is not material.

27. BANK AND OTHER BORROWINGS

rEE AAF
Group Company
2003 2002 2003 2002

Notes FET T oo FHET T T
R 5 HKS$°000 HK$°000 HK$°000 HKS$’000

SRAT L HAEZK 2 Current portion of

R ER 453 bank and other
borrowings 28 137,507 68,389 46,169 6,084
JREASH Rl AH B 2 Current portion of
REHAFR A7 finance lease payables 29 121 135 - -

137,628 68,524 46,169 6,084

20022003 F ik » BEHE RN ESEE R 2 A
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28. SRITR HMERK 28. BANK AND OTHER BORROWINGS

rEH NN
Group Company
2003 2002 2003 2002
FHET THETT FHT THE T
HK$’000 HK$’000 HK$’000 HK$°000
15 FEMCIR B > Trust receipts loans,
FHEH — Bt 5E(a) secured — note (a) 1,976 2,065 - =
SRATEK Bank loans:
A — Bt aE(b) Secured — note (b) 47,507 43,085 - -
HEHEAT — Bt (c) Unsecured — note (c) 31,020 31,960 - =
80,503 77,110 - -
CIE &%) Convertible notes:
SRAT AR IR Bank convertible note,
AR — FE(d) secured — note (d) 38,000 40,000 38,000 40,000
HoAth TR EE 4 Other convertible notes,
SR — Bt ko) unsecured — note () 12,254 12,254 12,254 12,254
50,254 52,254 50,254 52,254
HAETK > Other loans,
MEHEHT — B EE (D unsecured — note (f) 26,203 25,181 - =
156,960 154,545 50,254 52,254
JEAE R BT I Bank and trust receipts
& sl Rk loans repayable:
JHN — N % Within one year or on
0 R0 B B demand 80,503 37,124 - —
RS AR In the second year - 3,998 - -
= EE A In the third to fifth
(5 R MBS 1EN) years, inclusive - 35,988 - -
TLAERL B Beyond five years - - - -
80,503 77,110 - -

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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28. BITREMER @ 28. BANK AND OTHER BORROWINGS
(continued)
TEHE VYN
Group Company
2003 2002 2003 2002
FTER TH#TT TER T
HKS$°000 HK$°000 HK$’000 HKS$’000
JEfE R 2 PTG S Convertible notes repayable:
SR — N Within one year or
BRI BN R on demand 46,169 6,084 46,169 6,084
RS A — Mtk (e) In the second year — note (&) 4,085 14,170 4,085 14,170
RE =B In the third to fifth
(B B MFEEER) years, inclusive - 32,000 - 32,000
50,254 52,254 50,254 52,254
JRUE R 2 oA K Other loans repayable:
JHIN—4F N B % Within one year or
A B AR on demand 10,835 25,181 - —
TR A — Mt k(D) In the second year — note (f) 15,368 - - -
26,203 25,181 - -
AT B A AT Total bank and other
borrowings 156,960 154,545 50,254 52,254
IR £ 6% 2 i Portion classified as
(Kft5E27) current liabilities
(note 27) (137,507) (68,389) (46,169) (6,084)
RO Long term portion 19,453 86,156 4,085 46,170
Mt st - Notes:

(a) AEEZ(EtlEEE

%Usﬁ:nn

B H W 1A (E2,400,000% T (%
TAE 12,800,000 70) Z AR EEH
BEYE > IARNFIZFT 2 A%

P ORAE B R4 -

(b) \m:%;El HTRITHETALER
SRATER BN R

(a) The Group’s trust receipts loans were secured by one
of the Group’s investment properties with a carrying
value of HK$2,400,000 (2002: HK$2,800,000) at the
balance sheet date and a corporate guarantee executed
by the Company.

(b) Details of the bank loans granted to the Group by
certain banks as at the balance sheet date were
summarised below:

2003 2002
P EE FET THs T
Notes HKS$°000 HK$°000

B HESRAT AT IR ) Sin Hua Bank Limited

(BLREH [B $R1T (FF5) (now known as Bank of China

AR (Hong Kong) Limited) (i) 39,987 43,085
i ERAT Bank of Shanghai (ii) 7,520 =
47,507 43,085

20022003 F ¥k » EHE N EEEBR
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28 MITRHEMBR =

28. BANK AND OTHER BORROWINGS

(continued)

() FERP EZEENA A (1)  The principal terms of the bank loans which were

tﬁﬁﬁﬂ1ﬁ
AMEFE T
RN
Lender:
PN

Principal amount:

U

Interest:

%

g

Repayment:

K7 FEE drawn down by China Vantage on 27 April 2000

are summarised below:

B EEGRAT A FRA A
Sin Hua Bank Limited

AFBA B 5K — 39,986,711 7T
Tranche A facility — HK$39,986,711
B 3 B 3K — 5,498,607¥E 7T
Tranche B facility — HK$5,498,607

ARG 5 BEAF SR S5 R v R R 1.5 B o FLE A S -
The Tranche A facility bears an interest rate equal to the Hong Kong prime

lending rate minus 1.5% per annum. The interest is payable each month.

BHR {3 {5 S A FHFILE -

The Tranche B facility bears no interest.

AFBBME SRR IR 3610 H 2 - 4 R - RSB I A2 10%
20% ~ 30% 2 40%

The Tranche A facility is repayable in 4 annual instalments commencing 36

months after drawdown in the respective amounts of 10%, 20%, 30% and 40%

of the principal amount.

BAB {315 £ 75 70 28172 > 2,400,000% 7T R SR A% 121/ A 12 - BRI
HAZ 1218 A & -

The Tranche B facility is repayable in 2 instalments, HK$2,400,000 on the
date falling 12 months after drawdown and the residual balance repayable 12

months thereafter.

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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28. SRITREMMER @ 28. BANK AND OTHER BORROWINGS

(continued)

(b) (i) ARLEEZRITEHTILLT 45 (b) (i) The bank loans were secured by:
TEAE S 454
e AAHEH K EMHEME »  certain of the Group’s investment properties
38,550,000%k 7T 2 A 4 [H| with an aggregate carrying value of
#TREYE HK$38,550,000 at the balance sheet date;

o WERASEEOIN T Z A
THREYRZHE

o AnElETHE A A B
HE 2 18] 7 S I BT 5

o ARNFEETHIE A 7 2
AL 5 R

o RN BIETHEA
BEAT 2 AR -

P ek B S TAE - AR
ﬁﬁéﬁmtm$$%
3,999,000 70 EL A —F & = 4F
PUH =+ HEH - ﬁﬁﬁ
B % IR o $ AT Bk I
%ﬁ%ﬂ?ﬁmﬁ‘ » A A REfE R 3K
TH > GZ8RAT Rl & A AR SRR K

FRIEAT 2 SR G 364939,987,000
W50 4 r B B0 BT A e
e AR B4R T i wt > B oG
T HL A R G R ER 1 T 2 W
FII > LR Z 2 R B R —
FENFENH L HAHZ
B MEK > AN
7,997,000%5 70 > FEHAF —EE
PU4EANH =+ H o B p it
W 2R RS R R AR TR

B AR5 364739,987,0005 0

. 8 il o B 21 30 B 2B T 32 A+
UG L Y 7 B AR AR A £ T
CN=Ki

MHEERC 2R —FE
FEOH L HEE -

» assignment of rentals over certain of the
Group’s investment properties situated in
Hong Kong;

» fixed and floating charges over the shares,
undertakings, properties, assets and rights of
certain of the Company’s subsidiaries;

»  charge over the share capital of certain of the
Company’s subsidiaries; and

* corporate guarantees executed by the
Company and certain of its subsidiaries.

Pursuant to clause 7 of the loan agreement, the first
repayment of the principal amount of the Tranche
A facility of approximately HK$3,999,000 was due
on 27 April 2003. China Vantage defaulted on the
repayment of such instalment. In accordance with
clause 17 of the aforementioned loan agreement,
in the event of default, the Bank can declare the
total outstanding sum payable under the loan
agreement of approximately HK$39,987,000 as
immediately due and payable. China Vantage has
subsequently been negotiating with the Bank firstly,
to waive its rights under the aforementioned clause
17 and secondly, to defer the repayment of such
instalment together with another instalment,
amounting to approximately HK$7,997,000 that
falls due on 27 April 2004, to 30 June 2004. As the
negotiation to obtain the extension has not been
agreed by the Bank, the total loan balance of
approximately HK$39,987,000 becomes
immediately due and payable, and, accordingly, it
is classified as a current liability in the balance
sheet.

The Tranche B facility was fully repaid on 27 April
2002.
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28. BT R

R ACEAE

(ii) AASAERE > 2] b i ER1THL
BERATER > SN
7,520,000 JC (8,000,000 A

28. BANK AND OTHER BORROWINGS

(continued)

(ii)During the year, Hua Xin obtained a bank loan
amounting to approximately HK$7,520,000
(RMB8,000,000) from Bank of Shanghai to

W) MR By i i - ST K finance its working capital. The bank loan bears
2 I 4 5 84 [ IR — interest at 5.84% per annum and is repayable on

FE=ZFT—H+— HEE -

SRAT RS B 2R R A5 H AR
T & (B %) 45,868,000k 7T
(48,796,000 A\ [ ) 2 5 & K

11 November 2003. The bank loan is secured by a
building of Hua Xin with a carrying value of
approximately HK$45,868,000 (RMB48,796,000)
at the balance sheet date and a corporate guarantee

— R BN R EHEREEN A given by Shenzhen Weiji, a company in which a
FHESR RBOR 2 AR —EYI director of the Company, Mr. Sun Hiu Lu, is both

HE LR AL A SIS SRR HET o 3
— 25 IR O S R 3R B R
39(e) °

WoEERE=AE+—H+—H
FEH R REEE AR o A
FE=ZF+—H+—H -+
HEZTH > ¥R REL B
B M BRI R R B R - &%
43 1l £5978,000%5 7T K 6,542,000
Wt o

a director and shareholder. Further details are
included in note 39(e) to the financial statements.

On 11 November 2003, Hua Xin defaulted on the
full repayment of the loan. On 11, 12 and 20
November 2003, the defaulted amount was fully
repaid by Hua Xin and Shenzhen Weiji, amounting
to HK$978,000 and HK$6,542,000, respectively.

(c) AHEME 2 MEHCHIERAT S 2 B (¢) The Group’s unsecured bank loans bear interest at rates
£55.04/H 526378 o H *ﬁﬂ'l@—?% ranging from 5.04% to 6.37% per annum. Amongst
WAITR TEN —FEHEY which, a bank loan amounting to approximately
28,200 000‘?%77: 30,000,000 A F&#5) HK$28,200,000 (RMB30,000,000) granted to Hua Xin
ZARAT BT B — 5% B AR BE R 5 by Shenzhen Dev. Bank was guaranteed by Shenzhen
EV ﬁ}%% 2 Al — R YT A Delu Investment & Development Co., Ltd. (“Shenzhen
Begst A RA A (EIIEE]) Delu”), a company in which Mr. Sun Hiu Lu is a
PEAEIE IR o i — 2D FE I U %5 director. Further details of which are included in note
H 2 Mt 5 39(d) ° 39(d) to the financial statements.
WERE=AE+H LA ﬁ On 29 October 2003, Hua Xin defaulted on the full
R REHE SRR - repayment of the loan. On 31 October 2003, Shenzhen
ZETHZE+—H > EIIE %fﬁ Dev. Bank agreed, in writing, its approval to defer the
A1 T ) A 2 O A repayment to 8 May 2004.
BZRENNERAINH

(d) SRAT PR ICESR (R4 ]) 2 1% (d) The principal terms of the bank convertible note (the
foe KM HE QR - “Note”) are summarised below:

BT AN H]

Issuer: The Company
SERA AN W2 RAT
Noteholder: The Bank
B 40,000,000 7C

Principal amount: HK$40,000,000

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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28. BANK AND OTHER BORROWINGS

(continued)

SRR NRRE AL AR g R BUR & EBCE -

The noteholder is not entitled to attend or vote at any meetings of the Company.

0. 104 7T > AT TR

HKS$0.10 per share, subject to adjustment
R > IR FIREAT B R oM A KIS B - LARHAZ I R 56
AEM 2 HE S8 H 2 1L - R 2R 4 AR S AT o

4% per annum, payable semi-annually in arrears on dates falling 6 months and 1
year after the date of issue of the Note and on the respective dates falling every 6
months thereafter until the maturity date.

AN TR AR BT H R R WA R el A K143 2 B R
PRI R R U A - fUREH I SRR
10% > 10% ~ 35%5%35% °

The Company is required to repay the principal amount outstanding by 6 semi-

TR —
BEFL5% > 5% >

annual successive instalments on dates falling 6 months and 1 year after the second
anniversary of the date of issue of the Note and on the anniversary of such dates of
each year thereafter in the respective amounts of 5%, 5%, 10%, 10%, 35% and 35%
of the principal amount outstanding.

AN RIS SRR AT AR Ao TUAAF 1) SR A N ER T AT B SR
AR AR ZFIB -

The Company is required to repay the principal monies outstanding under the relevant

g

Note to the noteholder together with accrued interest on the fifth anniversary of the
date of issue of the Note.

i‘%ﬂa’%ﬁﬁ NATRETR 239 H ATBE R LA A SR s AR AR SRR 2 AR S ULRA A R 2B
Je o B LA SLHRAE AT R SRR > HBIRE 2 A KE M e i SRR AT
400,000,000 A 2 T 7% 48 A <
The noteholder has the right to convert the whole or part of the principal amount of
the Note into new ordinary shares of the Company at any time prior to maturity.
Upon the full conversion of the Note at the conversion price, based on the existing
capital structure, 400,000,000 new ordinary shares of the Company would be issued
to the noteholder.

The Note was secured by:

JA KA H IR TH & (538,550,000%% 76 . certain of the Group’s investment properties with an

AL HTFHREYE aggregate carrying value of HK$38,550,000 at the
balance sheet date;

A A [ (A 2 A TIRE *  assignment of rentals over certain of the Group’s

Y E P investment properties situated in Hong Kong;

RN T ZETHE A 72 By - 2% . fixed and floating charges over the shares,

B~ W3k - EE MR 2 E K

7 B A

undertakings, properties, assets and rights of certain
of the Company’s subsidiaries;
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28. RITRHMER =

o ARRAEETHUBA R Z AT
K

o AT THE A R BET 2 Ak
PR -

&%V; TR H — -+ h H 217
Z RN B AR R AR o L e B T 5
PE 2 B PR S o WP SRR R4 Y
HZ 4t H RSt 7% MAT -

WoEEZEFA T EH > B
55— MR 4:2,000,0009 T M HJE 51 A
BE R HARN R - R
EEPRMCER o s ERAT ] AR B
T 208 0 SR AR 4 ) RV 0 A B g
EF o REERATIEAR )AL W] EE Y Bk
%ﬁLﬂ’IM¥$$¥$+¥H+
N H A7 foff EL A8 R DA S 4 B4 T AR 4
2,000,000 I /% 4 1 T {E10. 1035 76 2
20,000,000/ 75/ & 548 i o #E— 255
5 oA B S R 2= B a3 1(b)

iz SRR R Syl o 25 R =
¥ 3K 42 412,000,000% 7T M 4,000,000
BB RN —FEE=FMNA b
HE -ZZFE=ZF+H o FEHAW -
AN T IR AE 2 % BRI o e I
%Vﬁ%m% TP R >

SRAT AT E i S BE IR A 2 R A
38,000,000#%752?‘: AHIER N A
i o AN T HAR BRI P T > oG
T B AR 48 i A G 3K 10 2 RE R
FLR IS — M 2 = s B A
FZIUAE H =+ H %?ﬁ
4,000,000% 7T 2 &5 DU 138 BRHE 8 &
2@@#ﬂ3+aomM%ﬂL%$
HMABHZEaoHRE > &3
38,000,000%5 7T kA8 £ 48 i a7 RT3

FET AL > dht s HRNEEEEE
B 5 2 Ui B B
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28. BANK AND OTHER BORROWINGS

(continued)

. charge over the share capital of certain of the
Company’s subsidiaries; and

. corporate guarantees executed by certain of the
Company’s subsidiaries.

The Note was issued to the Bank on 27 April 2000 following
an ordinary resolution approving the issue of the Note
passed by the shareholders at the Company’s special general
meeting held on 25 April 2000.

On 27 October 2002, the first repayment of the Note of
HK$2,000,000, together with accrued interest became due,
but was not repaid by the Company. According to the terms
of the Note, the Bank was entitled to pronounce the full
amount of the Note as due and payable immediately upon
the presentation of a written notice to the Company. The
Bank did not present such written notice to the Company,
but instead, the Bank exercised its conversion rights to
convert the principal amount of HK$2,000,000 into
20,000,000 ordinary shares of HK$0.10 each in the
Company on 18 December 2002. Further details are
included in note 31(b) to the financial statements.

Pursuant to clause 5(a) of the Note, the second and third
instalment repayments of the principal amount of
HK$2,000,000 and HK$4,000,000 fell due on 27 April 2003
and 27 October 2003, respectively. The Company defaulted
on the repayments of both instalments. In accordance with
clause 10 of the Note, in the event of default, the Bank can
declare the then total outstanding sum payable under the
Note of HK$38,000,000 as immediately due and payable.
The Company has subsequently been negotiating with the
Bank firstly, to waive its rights under clause 10 and secondly,
to defer the repayments of the second and third instalments,
together with the fourth instalment, amounting to
HK$4,000,000 that falls due on 27 April 2004, to 30 June
2004. As the negotiation to obtain the extension has not yet
been agreed by the Bank, the total balance of
HK$38,000,000 is immediately due and payable and,
accordingly, it is classified as a current liability in the
balance sheet.
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28. BANK AND OTHER BORROWINGS

(continued)

7SS TS S S N/ ) O Al 21 (e) Inthe prior year, the Company acquired a subsidiary

15,254,400%5 70 7 B [ 1 i — [H] B
&N F > HiA12,254,400% 70 B A
NI EEA T TR B BE S AT o HoAth
SREATE AT M S R A 2 T B

HEWE

BTN

Issuer:

K

Principal amount:

B
Voting:

SLARAE

Conversion price:

AR

Interest:

St S el

Conversion and

redemption:

in Mainland China for a consideration of
HK$15,254,400, of which HK$12,254,400 was
satisfied by the issue of convertible notes of the
Company. The principal terms of the unsecured other
convertible notes are summarised below:

A ]
The Company

12,254,000 JC
HK$12,254,000

B SEREDNEN: i) /AR R IR 19 i

The noteholders are not entitled to attend or vote at any meetings of the Company.

.38 IT > W TR
HKS$1.38 per share, subject to adjustment

TR SRR A R B RS AT o

No interest is payable on the convertible notes.

SRR AR TR R T A (A =R F —AE=H =+ H) #stes — 4
BHAR 1A RAEATIRE ]« (DAT B SR T B R A T =00 2 — AN 7]
T 5 BQ)ERA R ] A SRR A S = L o

At any time within the period of 1 year commencing on the day falling on the
first anniversary of the date of issue of the convertible notes (which was 30 March
2002), the noteholders may: (1) exercise the conversion right to convert an amount
representing one-third of the principal amount of the convertible notes into new
ordinary shares of the Company; or (2) require the Company to redeem one-third of
the principal amount of the convertible notes.

SR AT AT R SR B T F O R AR B IR AR IR AT R ¢ (DA
(o SEARME SR TR R A S = Z T R AR R @ 5 BQ)ERA
AR A R A B = 2

At any time within the period of 1 year commencing on the day falling on the
second anniversary of the date of issue of the convertible notes, the noteholders
may: (1) exercise the conversion right to convert an amount representing two-thirds
of the principal amount of the convertible notes into new ordinary shares of the
Company; or (2) require the Company to redeem two-thirds of the principal amount
of the convertible notes.
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28. SRITREMMER & 28. BANK AND OTHER BORROWINGS

(continued)

WEEREZFE++—HZFH » HAw] On 20 November 2003, the holders of the other

P SRR A N B ) AR A SRR
A & > 2R — HAAS 5 % 40 4,085,000945
JG2 M ] H e 48 AR R P AR H —
H o B MCIEZE A2 BE » L& 5 A
Gt - Bt s KN EEA
&R 5y FF T B A B

convertible notes agreed, in writing, with the Company
to defer the redemption of the first instalment of the
principal amounts of approximately HK$4,085,000 to
1 April 2004. As a result of this extension arrangement,
this amount will not be repayable within one year and,
accordingly, they are classified as non-current
liabilities in the balance sheet.

()
2003 2002
Bt FER T
Notes HKS$°000 HKS$’000
T Hua Xin (i) 17,915 18,884
— A g Ensure Chain (ii) 5,468 6,297
— A Ensure Medical (iii) 2,820 -
26,203 25,181

() 2EHr 2 HAfth 4 50 B 45 E A5

TR 2 — i EF - GYIEE

5 M Be TR B He b 2 — {3 HiT FE AR 3k

TE 2 9 40 42,256,000 7T (—FE

T4 2,256,0008578) 6,082,000

#It (L FEE 4E 6,580,000

Jo) > 2,820,000%5 70 (ZFF AR ¢

2,820,000 70) 122,820,000 7T (—

= z,szo,oooi%fn o T Bk
Hi%73,937,0009 70 (—EE AF ¢

@

Included in Hua Xin’s unsecured other loans are
amounts of approximately HK$2,256,000 (2002:
HK$2,256,000), HK$6,082,000 (2002:
HK$6,580,000), HK$2,820,000 (2002:
HK$2,820,000) and HK$2,820,000 (2002:
HK$2,820,000) due to a director of Hua Xin,
Shenzhen Weiji, YZ Energy and a former shareholder
of Hua Xin, respectively. The remaining balances of
approximately HK$3,937,000 (2002: HK$4,408,000)
were due to third parties. Of the loans due to a director

4,408,000%% 70) Al BEATT58 =35 © of Hua Xin, approximately HK$470,000 is interest-
EAT TEHEHERZBERT L free, with the remaining balances bearing interest at
470,000{%7!:)7JK§JF*'J1-»  fREE 7% per annum. Of the loans due to Shenzhen Weiji,
@ Fil 2 75y T o JEAS T TR Il A approximately HK$291,000 is interest-free, with the
B2 3K £9291,000%5 78 5 A FEF remaining balance bearing interest at 7% per annum.

B ﬁ%ﬁﬁz SRRy T o R AT Of the loans due to YZ Energy and a former
T45 M BE TR A 3 BT 2 Al R K shareholder of Hua Xin, both bear interest at 6% per

ZAERIRE L6 o AT TR =
2 AR AR R o &
10 o ] GRIN A5 5L Ko 455 1 fi R B
IR 2 HE— TR 43 PR B
5 2 B 5 39(F) K 39(g) °

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003

annum. The other loans due to third parties bear
interest ranging from 6% to 10% per annum. Further
details of the loans obtained from Shenzhen Weiji
and YZ Energy are set out in notes 39(f) and 39(g) to
the financial statements, respectively.
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28. SRITR H A B & 28. BANK AND OTHER BORROWINGS
(continued)
N-EF=HE = =+—H & On 31 March 2003, lenders of approximately
AN B EmERREE > {ETEE/\ HK$1,974,000 of the other loan balances that fell due
CERL AR H = — H A2 before 31 March 2003, together with lenders of

(i)

(iif)

2 HAh B 5K 491,974,000 JT 7 7]
R oFEE=AF =+ —HE
]z HAh B3 4010,574,000% 75 2
B & B RPE ] =
T—H o R EREREZH >
#3E4912,548,0004 T A € ik —
ERE R NI > NEE AR
WA mE AL o NG H
B R AR AR 405,367,0009 oG EL 21 1
TR A A T 3 H TSR
HEE > B N EE AR
W) By i B B A

— o g 2 HAth SR AT B
FE AT T 568 =3 2 B E 74,323,000
T (TEE T4 4,323,000
g0) o BFHTIAFIAIE Bk T E
AR A+ =HE S ERPAE =
H = B RER o A LA
WHHEEH > IR AERER
#12,632,000%5 76 o MEATEE =& 2
HoAth B340 1,145,0009 0 (—FE
TUE 11,974,000 78) T3 ASHEHHLE
K= BE =T TAEED
FE=F+_H+/NHEE R
HEAEA A SRR E H > R A HE

i B K 49 216,000k 7T o
— B 2 2 HoAth 4G R G B
TEIEA TR 4 2 RIE A

2,820,000 70 (R —4F « ) -
B AT R Fy 8JH o SEERJF A —
TE=ZAENANLAERW > HR
EEZHEZ=+—H » —fH5
#y O B Y5 91| 7 35 17 o 10 28 M 4
FEBENFEFF A =+—H -
F A ZE )4 BE > R K TE IS S Gt
—AERMEE > R - HREEA
BRI LR EAE - E—4
I S B S ik % B R 39(h) e

(i)

(iii)

approximately HK$10,574,000 of the other loans that
falls due on 31 December 2003, have agreed, in
writing, their approval to defer the repayments to 31
December 2004. As a result of the loan extension
arrangements, the total balances of approximately
HK$12,548,000 will not be repayable within one year
and, accordingly, are classified as non-current
liabilities in the balance sheet. The remaining loan
balances of approximately HK$5,367,000 were due
as at the balance sheet date and remained unsettled
up to the date of approval of these financial statements,
and, accordingly, are classified as current liabilities
in the balance sheet.

Included in Ensure Chain’s unsecured other loans are
amounts of approximately HK$4,323,000 (2002:
HK4,323,000) due to a third party. The loans are
interest-free and repayable in the period between 13
April 2003 and 25 March 2004. As at the date of
approval of these financial statements, loan
repayments of approximately HK$2,632,000 are in
default and remained unsettled. Other loans of
approximately HK$1,145,000 (2002: HK$1,974,000),
due to third parties, are interest-free and repayable
between 16 October 2003 and 16 December 2003. As
at the date of approval of these financial statements,
loan repayments of approximately HK$216,000 are
in default and remained unsettled.

Included in Ensure Medical’s unsecured other loan is
an amount of approximately HK$2,820,000 (2002:
Nil) due to Shenzhen Weiji. The loan bears interest at
8% per annum. The loan was originally due on 9 June
2003, but, on 31 March 2003, Ensure Medical has
agreed with Shenzhen Weiji to defer the repayment to
31 December 2004. As a result of this extension
arrangement, this amount will not be repayable within
one year and, accordingly, it is classified as non-
current liability in the balance sheet. Further details
are included in note 39(h) to the financial statements.
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29. MEHEEMNFE 29. FINANCE LEASE PAYABLES
AL [ 2E TS e L ZE S AR The Group enters into hire purchase contracts for certain
R 2 VR R R B A T A R T AL of its motor vehicles and office equipment for its retail
o WWEGKIIEMEHRE XA business and daily business operations. These contracts are
FAFE 2 FAH o classified as finance leases and have remaining lease terms

ranging from 1 to 4 years.

REEREH > AL A 4 2 R AR A K At the balance sheet date, the total future minimum lease
A5 FH & AR e B IR BB T payments under hire purchase contracts and their present

values were as follows:

AEE Group
BRIEER RIEESR
HESHE HESHE
ZBEREE ZBREEE
BIKEN BIEES Present Present
HESHE HeEesE value of value of
Minimum Minimum minimum minimum
lease lease lease lease
payments payments payments payments
2003 2002 2003 2002
FET T FERT THIT
HKS$°000 HK$’000 HKS$°000 HK$°000
JREASF 3KIH Amounts payable:
—4EN Within one year 149 162 121 135
AR In the second year 90 123 68 102
B = B ALAR In the third to fifth
(8 BB WA B 48 7E 1A) years, inclusive 69 88 46 68
I A il AL Total minimum finance
SRAAAER lease payments 308 373 235 305
AP Rl E Future finance charges (73) (68)
JREAS Rl AH B R Total net finance lease
FER AT payables 235 305
B & AR 2 Portion classified as
(Bf5E27) current liabilities
(note 27) (121) (135)
= WIEB 1 Long term portion 114 170

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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—EE=
30. B 30. PROVISION
AEH Group
REPBRKE
Long service
payments
T
HK$’000
A AEW] At beginning of year 801
AT AT ) 3 T o] Reversal of unutilised amounts (150)
A =FFEZMEZH =+—H At 31 March 2003 651
G B & A2 R Portion classified as current liabilities (115)
T EB 1 Long term portion 536

AR AR 4 7 A O AR 0k 91 TELI ) 4 3
AT RES AT R B 2 R IS 1 i kAl
AT TR A SO S R B k4T B B AR
Rl —8 A - 84T 4R B \mﬁﬁ
PRI A i A 2 ) O e B 22 T R L A IR
9 fo A Al T BT RHSE -

The Group provides for the probable future long service

payments expected to be made to employees under the Hong

Kong Employment Ordinance, as further explained under

the heading “Employee benefits” in note 4 to the financial

statements. The provision is based on the best estimate of

the probable future payments which have been earned by

the employees from their service to the Group to the balance

sheet date.
31. A 31. SHARE CAPITAL
g Shares
2003 2002
FET T
HK$’000 HK$’000
EE AR Authorised:
3,000,000,000 1% % % T {EL 3,000,000,000 ordinary shares
0.10%5 70 2 3578 of HK$0.10 each 300,000 300,000
ELEEAT MR A Issued and fully paid:
1,403,796,698 % (— & —4F : 1,403,796,698 (2002: 1,383,396,698)
1,383,396,698 %) ordinary shares of
B3 A% T {EL0. 107 JT 2 27 ik HK$0.10 each 140,379 138,339

RN > CEITIRAZZEB T ¢

(@) 7S R RERE A A AR 120,885
T ATHAETT 400,000 8 BAE (W
7E32) > ﬁcﬁzw\?%éﬁﬂoo 000
45 0. 1095 0 2 5 48 i - A
4 1R AE £5352,0009 0T 5 M

During the year, the movements in share capital were as

follows:

(a) 400,000 share options were exercised by respective

option holders at an exercise price of HK$0.88 per
share (note 32), resulting in the issue of 400,000
ordinary shares of HK$0.10 each of the Company for
a total cash consideration of HK$352,000; and

2002/2003 F ¥ o

EEBEEDE

ER A

N
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31. Hﬁ ZIK (#&) 31. SHARE CAPITAL (continued)
(b) 75/\# LR TAETFZH+HAH - #% (b) on 18 December 2002, the Bank exercised its
SRAT AT il L4 IR RE A4 I A conversion rights to convert a principal amount of
0.10{%753%?#& HE 7R 422,000,000 HK$2,000,000 under the Note into 20,000,000
570 £520,000,0008 48 B © FE1E ordinary shares at a conversion price of HK$0.10 per
A A 755 i 2% B E28(d) share. Further details of which are set out in note 28

(d) to the financial statements.

A B EAA S B 2 B AT R A A summary of the transactions during the year with
BERFENZ LG HEMT - reference to the above movements in the Company’s issued

ordinary share capital is as follows:

P& 475 18 AR

ERITRABE CBBITRE Share
Number of Issued premium #zE
shares in issue share capital account Total

F#IT TFHIT TFH#IT
HK$°000 HK$°000 HK$°000

B EFE—AFNA—H At 1 April 2001 1,253,396,698 125,339 140,382 265,721
GERTR LS YNCIE S & Shares issued on
PR AT A conversion of
creditor
convertible note 130,000,000 13,000 - 13,000
e = S | At 31 March and 1,383,396,698 138,339 140,382 278,721
=t—HXEMHA—H 1 April 2002
A7 B B HE — P 5k () Share options
exercised — note (a) 400,000 40 312 352
[R] 5 4 ZE R T Shares issued on
BT A — Bt (b) conversion
of the Note — note (b) 20,000,000 2,000 - 2,000
N ZFE == H =1 —H At 31 March 2003 1,403,796,698 140,379 140,694 281,073
BE R Share options
AN T 27 e A R R B S 2 Details of the Company’s share option scheme are included
232 o in note 32 to the financial statements.

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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32. BIREE 32. SHARE OPTION SCHEMES

Al A0 B 5 At B R 3 S B AR 4R B AR
A — i e - A48 B 4F R B 0 e
At BB MRS 3458 o L > ARIAL
R 2 W R R ) 2 A B R B B
BRI Ak o R RARTARRE » R bl
HLANTR R A a2 Bl e - Bt - %%
W TIFIAEEGHRE R -

A ) 7 W PR B 2 8 AR 4
WL RAA AR G ERSHEA
AT S S BEE o AN R TE R AN
Z SRR (TR R ) CARSEIL
et —F & — 4+ — H T H e i o
AR PR 52 A S S M A T B A T
JEAT B 2 A FL A T T 5 36 e T
RTEEA T 2 1M R AT 2 S SR A kT

ARARZFZFNLAZTHA (R
A ) BT 2 BRRAR R g b it
Lo BR A0 i AR R ) (st & 1) > 5B
At ER —FE A AN E AR
BRI RS AT - AR A
AR o Hint 2 A Bk 2R
UNERCIETERE R (PN U b
fii e e QI I A SR BT T BT E S - O
YATES - R - A BE K -

MR BB w81 1M v] 32 4 2 W P M A B
FREA BCH (BRLAS 2 ) AT o] A i gt
FI B B R EOE A RD A AR
N AR AN H BB AT B 10% o BT
] A R4 T A A O
F AT 5K AR AT ) A A A A
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SSAP 34 was adopted during the year, as explained in note
3 and under the heading “Employee benefits” in note 4 to
the financial statements. As a result, the following detailed
disclosures relating to the Company’s share option schemes
are now included in the notes to the financial statements.
In the prior year, these disclosures were included in the
Report of the Directors, as their disclosure is also a
requirement of the Listing Rules.

The Company operates share option schemes for the purpose
of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations.
The share option scheme previously adopted by the
Company (the “Old Scheme”) expired on 5 November 2001.
Despite that no further options shall be granted under the
Old Scheme, the provisions of the Old Scheme shall remain
in full force and effect in all other respects to govern all

outstanding options granted prior to termination.

At the Company’s annual general meeting held on 25
September 2001 (the “Adoption Date”), a new share option
scheme (the “New Scheme’) was approved and adopted and
became effective on 6 November 2001 and, unless otherwise
cancelled and amended, will remain in force for 10 years
from that date. Eligible participants of the New Scheme
include any executive director, non-executive director,
employee, agent, consultant or representative of the Group
who satisfies the selection criteria prescribed by the rules
of the New Scheme.

The maximum number of shares which may be issued upon
the exercise of all options to be granted under the New
Scheme and any other share option scheme of the Company
must not exceed 10% of the shares of the Company in issue
as at the Adoption Date. The total number of shares issued
and to be issued upon exercise of the options (whether
exercised or outstanding) under the New Scheme in any
12-month period granted to each eligible participant must
not exceed 1% of the shares of the Company in issue at any
time. Any further grant of share options in excess of this
limit is subject to shareholders’ approval in a general

meeting.
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32. SHARE OPTION SCHEMES (continued)

Share options granted under the New Scheme to a director,
chief executive or substantial shareholder of the Company,
or to any of their respective associates, are subject to
approval in advance by the independent non-executive
directors. In addition, any share options granted under the
New Scheme to a substantial shareholder or an independent
non-executive director of the Company, or to any of their
respective associates, in excess of 0.1% of the shares of the
Company then in issue or with an aggregate value (based
on The Stock Exchange of Hong Kong Limited (the “Hong
Kong Stock Exchange”) closing price of the Company’s
shares at the date of the grant) in excess of HK$5 million,
within any 12-month period, are subject to shareholders’

approval in advance in a general meeting.

The offer of a grant of share options under the New Scheme
may be accepted within 28 days from the date of the offer,
upon payment of a nominal consideration of HK$1 in total
by the grantee. Options granted will entitle the holders to
subscribe for shares during such period as may be
determined by the directors, which shall not be more than
10 years from the date of issue of the relevant options.

The exercise price of the share options under the New
Scheme is determinable by the directors, but may not be
less than the higher of (i) the Hong Kong Stock Exchange
closing price of the Company’s shares on the date of the
offer of the share options; (ii) the average Hong Kong Stock
Exchange closing price of the Company’s shares for the
five trading days immediately preceding the date of the
offer; and (iii) the nominal value of a share.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.
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32. SHARE OPTION SCHEMES (continued)

The following share options were outstanding during the

year:
AN 2R
Price of
JEHER Company’s
Number of share options shares**
HiftE
frfiifEe TR T
Exercise e e B
T R TR A TR price Atgrant  Atexercise
STEFHRST Name or category Exercised Lapsed Date of grantof ~ Exercise period of of share date of date of
of participant April 2002 during the year  during the year March 2003 share options share options options® options options
o o o
HKS HKS HK$
#H Directors
Hnkt Ms. Huang Shuyun 25,000,000 = = 25,000,000 16-5-2000 16-5-2000 to 0.639 081 =
15-5-2010
2,000,000 - - 2,000,000 30-10-2000 30-10-2000 to 0460 0.61 -
29-10-2010
27,000,000 - = 27,000,000
St Mr. Chu Kwan 25,200,000 - - 25,200,000 16-5-2000 16-5-2000 to 0.639 081 -
15-5-2010
1,000,000 = = 1,000,000 30-10-2000 30-10-2000 to 0.460 0.61 =
29-10-2010
26,200,000 = = 26,200,000
HBER R Mr. Sun Hiu Lu 27,000,000 = = 27,000,000 16-5-2000 16-5-2000 to 0.639 081 =
15-5-2010
VNP Mr. Zhao Dake 27,000,000 = = 27,000,000 16-5-2000 16-5-2000 to 0.639 081 =
15-5-2010
RIS Mr. Zhang Ke, Winston 3,000,000 = = 3,000,000 10-7-2001 10-7-2001 to 1.00 1.20 =
9-7-2011
1,500,000 - - 1,500,000 22-2-2002 22-2-2004 to 0.88 0.88 -
21-2-2012
1,500,000 - - 1,500,000 22-2-2002 22-2-2005 to 0.88 0.88 -
21-2-2012
6,000,000 - - 6,000,000
HibES Other employees
] In aggregate 1,700,000 - - 1,700,000 16-5-2000 16-5-2000 to 0.639 081 -
15-5-2010
40,000 = = 40,000 30-10-2000 30-10-2000 to 0.460 0.61 =
29-10-2010
2,000,000 - - 2,000,000 9-11-2001 9-11-2001 to 1.06 1.06 -
8-11-2011
2,700,000 (400,000) (200,000) 2,100,000 22-2-2002 22-2-2002 to 0.88 0.88 1.23
21-2-2012
6,440,000 (400,000) (200,000) 5,840,000
119,640,000 (400,000) (200,000) 119,040,000
* %

I M - A f A e R R B
BEATALI > sUA A Al A HoAth
B 5 B g 7 T o B o

The exercise price of the share options is subject to
adjustment in the case of rights or bonus issues, or
other similar changes in the Company’s share capital.

AR

2
#
#

2002/2003 5 ] o &H B R
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32.

SHARE OPTION SCHEMES (continued)

**  The price of the Company’s shares disclosed as at the
date of the grant of the share options is the Hong Kong
Stock Exchange closing price on the trading day
immediately prior to the date of the grant of the
options. The price of the Company’s shares disclosed
as at the date of the exercise of the share options is
the weighted average of the Hong Kong Stock
Exchange closing prices over all of the exercises of
options within the disclosure category.

The 400,000 share options exercised during the year resulted
in the issue of 400,000 ordinary shares of the Company
and additional share capital of HK$40,000 and share
premium of HK$312,000 (before issue expenses) as detailed
in note 31(a) to the financial statements.

At the balance sheet date, the Company had 111,940,000
and 7,100,000 share options outstanding under the Old
Scheme and the New Scheme, respectively. The exercise in
full of the remaining share options would, under the present
capital structure of the Company, result in the issue of
119,040,000 additional ordinary shares of the Company and
additional share capital of HK$11,904,000 and share
premium of HK$66,772,500 (before issue expenses).

Subsequent to the balance sheet date, on 2 May 2003, a
total of 600,000 share options were offered to two
independent non-executive directors of the Company in
respect of their service to the Group. These share options,
which have no vesting period, have an exercise price of
HKS$0.38 and an exercise period between 2 May 2003 and
1 May 2013. The price of the Company’s shares at the date
of offer was HK$0.38.
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33. RESERVES

KM Group
ROEER BABRERE ERFEHRE
Share Capital ERFHE AR Exchange RitEE
premium redemption Capital  Contributed fluctuation Accumulated Fot -0l
account reserve reserve surplus reserve losses Total
T#IT T#T T#T T T TH#IT T#IT
HK$°000 HK$°000 HK$°000 HKS$°000 HKS$°000 HKS$°000 HKS$°000
BT At 1 April 2001 140,382 297 13,051 80,933 6 (288,072) (53,403)
A —H
AR JE I 1R T AR Net loss for the year - - - - = (19,559) (19,559)
AT AR At 31 March 2002 and
=ZA=+—H beginning of year 140,382 297 13,051 80,933 6 (307,631) (72,962)
KA
AT Issue of shares 312 - - - - - 312
AR e 1 R Net loss for the year ~ - - B B (59,263) (59,263)
W_BR=4E
=H == At 31 March 2003 140,694 297 13,051 80,933 6 (366,894) (131,913)

AR ) S Y 2 ] AR B AR B A

i 45 <

SR B 2 BN L B AR S A LA R 4R
J3E T A I S T 4 B ) 2 A T L
ST HRA L R I B AT ThI (B 2 265 -

A B S R R B R 16T A > A DA R AR
B[R U S P B A Rl i = AR 2 B iR
¥ T &I B P AR -

All the reserves of the Group were retained by the Company
and its subsidiaries.

The Group’s contributed surplus represented the difference
between the nominal value of the shares of the former
holding company of the Group acquired pursuant to the
Group reorganisation in the prior year, over the nominal

value of the Company’s shares issued in exchange therefor.

Certain amount of negative goodwill arising on the
acquisition of subsidiaries in prior years remain credited to
the capital reserve, as explained in note 16 to the financial

statements.

P NG| Company
BROEER EAEERE
Share Capital AR RitEE
premium redemption Contributed Accumulated EEY-C)
account reserve surplus losses Total
i TH#T THE T THETT T THT
Note HK$°000 HK$°000 HKS$°000 HKS$°000 HKS$°000
R RE At 1 April 2001 140,382 297 78,810 (311,690) (92,201)
WA —H
AAEPERGIHIRAE  Net loss for the year — — — (28,712) (28,712)
B EE A At 31 March 2002
=ZH =r—F and beginning of year 140,382 297 78,810 (340,402) (120,913)
KAEH)
AT Issue of shares 31 312 - - - 312
AAFFERGIRIFAE  Net loss for the year = = = (17,828) (17,828)
R_FF=4F
=H="1—H At31 March 2003 140,694 297 78,810 (358,230) (138,429)
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33.

34.

RESERVES (continued)

The Company’s contributed surplus represents the excess
of the fair value of the shares of the subsidiaries acquired
pursuant to the same reorganisation, over the nominal value
of the Company’s shares issued in exchange therefor.

NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT

(a) Prior year adjustments

SSAP 15 (Revised) was adopted during the current
year, as detailed in note 3 to the financial statements,
which has resulted in a change to the layout of the
consolidated cash flow statement. The consolidated
cash flow statement is now presented under three
headings: cash flows from operating activities,
investing activities and financing activities. Previously
five headings were used, comprising the three headings
listed above, together with cash flows from returns on
investments and servicing of finance and from taxes
paid. The significant reclassifications resulting from
the change in presentation are that taxes paid and
dividends received are now included in cash flows
from operating activities and interest received are now
included in cash flows from investing activities. The
presentation of the 2002 comparative consolidated
cash flow statement has been changed to accord with
the new layout.

The method of calculation of certain items in the
consolidated cash flow statement has changed under
the revised SSAP 15, as explained under the heading
“Foreign currencies” in note 4 to the financial
statements. Cash flows of overseas subsidiaries are
now 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. Previously, the cash flows of overseas
subsidiaries were translated into Hong Kong dollars
at the exchange rates ruling at the balance sheet date.
This change has had no material impact on the
consolidated cash flow statements.
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M. GEBRERERMT @ 34. NOTES TO THE CONSOLIDATED CASH

FLOW STATEMENT (continued)

(@) UBTEEFHE &)

(a) Prior year adjustments (continued)

(b)

Ak » BAERT 2 G E RS
1595 EAERT 2 A & 51 205 HE HISE
ISSEA BT EEE | 2 2%
FEIG R A S R B 4T B 4 K
BE%EER] 8 - IEBT
HEHETNEERAEAAE S
EFERENSIE = e o
SHET—HERBERERZ
e R =h TR (R
MR #Z H 5EA 2 (5 st i &
2,065,000 TR o 15 5L g
B AT B 5 380 B 0 A T
ZHEWE TR EREE
B fE HAH HE A o

FEFHEEXH

FNEEA 2 FEIEBL AT

() MoEFEHE+FHFN
H > ZERIT ik R h A%
4 %5 2,000,000 7T £ 45 B
0.103 JC 220,000,000 A< 2
AR A o R LB R R
Bff 5E28(d) & 31(b) °

(i) AW > AL —ME A R
Tl B AE AR A58 {H 65,000
V5 I0 2 ] A T A
BEYE -

Also, the definition of “cash equivalents” under the
revised SSAP 15 has been revised from that under the
previous SSAP 15, as explained under the heading
“Cash and cash equivalents” in note 4 to the financial
statements. This has resulted in trust receipts loans
no longer qualifying as cash equivalents. The amount
of cash equivalents in the consolidated cash flow
statement at 31 March 2002 has been adjusted to
remove trust receipts loans amounting to
approximately HK$2,065,000, previously included at
that date. This year’s movement in trust receipts loans
is now included in cash flows from financing activities
and the comparative cash flow statement has been
changed accordingly.

(b) Major non-cash transactions

During the year, the following major non-cash
transactions took place:

(i) On 18 December 2002, the Bank converted
HK$2,000,000 of the Note into 20,000,000
ordinary shares of HK$0.10 each in the
Company. Further details are set out in notes
28(d) and 31(b) to the financial statements.

(ii)) During the year, a subsidiary of the Group
entered into a finance lease arrangement for a
fixed asset with capital value of HK$65,000 at
the inception of the lease.

20022003 F ¥ « BEAE N X & E
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M. EZEEERERMT @ 34. NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT (continued)

(c WEEH B F] (¢c) Acquisition of a subsidiary
2003 2002

TExT T T
HK$°000 HK$°000

Wi R R Net assets acquired:
] 5 Fixed assets — 1,764
[k Goodwill - 1,507
BlE RABRATAT K Cash and bank balances - 897
Peai=y Inventories - 7,345
JREN R 5 Bk Trade receivables - 1,276
TN ~ #%4: L Hofth  Prepayments, deposits
JREMSC R IR and other receivables - 5,656
AT 5y ik Trade payables - (2,318)
A AR T B Other payables
JEFHRRIE and accruals - (9,991)
il A I AT SR T Finance lease payables - (79)
SRAT R - MR Bank loans, unsecured - (3,760)
DBUBCR RS Minority interests - (1,179)
- 1,118
Wi 7 A . Goodwill on acquisition - 14,136
A8 Consideration - 15,254
AT Satisfied by:
Bl Cash - 3,000
Al EE R (FffiE28(e))  Convertible notes (note 28(e)) - 12,254
- 15,254

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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34. NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT (continued)

(c) Acquisition of a subsidiary (continued)

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

T : in the prior year was as follows:
2003 2002
FHT T#0
HK$’000 HK$’000
Wi 2 B4 Je8R17477K  Cash and bank balances acquired - 897
e RUE Cash consideration - (3,000)

WA B Jo A ] 2 345 2 B Neet outflow of cash and cash equivalents

SSEEIEH Z W IFAE  in respect of the acquisition of a subsidiary - (2,103)

35 &I\\\ /\1$

REEHB > REBEARRFHTIZ
HARRAEMR

(@)

(b)

(©

/N e 1 /N = < ]
] $R47 1 H 444,487,000 J6 (—
T A 1 47,586,0009 T) 2 I
o AR EREEDH ML
41,962,000% 76 (& — 4 ¢
45,150,000%% JC) ©

FR Zli/\:J*WJ%/\:JEX/E’
120,000 o ( — & & — 4

120,000 75 zﬁ%ﬁ}%{%ﬁﬁw
THE TRV ELE 2 e -

W ZEE =LA LEH > G F.
Promotion & Associatesf 5 &= £
I 51 A ) A D 2 B s R —
ZH > BHEEEEES > B
H—JUL/NFEEHE - FF =4
= 7 HA T A 1) 2 B4R B AR S 1 A
1 S22 £91,010,000% 7T © 1A
ZEREFZAFELATILE > AREE
ZIREREMARSE N RS
BACA IR ERIGE - WRRS
B TR EAE PR o AR
TR R R 2 L A B
4 w) R A B AT AR R 2 P
B o R A R R A S | 2 R AE
A AT o] 45 fh -

35. CONTINGENT LIABILITIES

At the balance sheet date, the Group and the Company had
the following material contingent liabilities:

(a) The Company had given guarantees of approximately
HK$44,487,000 (2002: HK$47,586,000) to banks in
connection with facilities granted to certain
subsidiaries. The facilities were utilised
to the extent of approximately HK$41,962,000
(2002: HK$45,150,000).

(b) During the year, a subsidiary of the Company obtained
bank guarantees of HK$120,000 (2002: HK$120,000)
given in lieu of rental deposits to the landlord of certain
leased properties.

(¢) On 7 July 2003, a Writ of Summons of the High Court
was served to Sum Yung, a subsidiary of the Company,
by Mr. Wong Kwok Fai, Timbo, the proprietor of G.F.
Promotion & Associates, claiming approximately
HKS$1,010,000 of unpaid fees in respect of services
provided to Sum Yung during the period from July
1998 to March 2003. On 19 July 2003, the Group’s
legal counsel, on behalf of Sum Yung, submitted an
Acknowledgement of Service of Writ of Summons to
the High Court citing that Sum Yung will contest the
proceedings. The directors, based on the advice from
the Group’s legal counsel, believe that the subsidiary
has a valid defence to the litigation and, accordingly,
have not provided for any claim arising from the
litigation.

20022003 F ¥ « EAE AN FEBER A
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35. AAREE @) 35. CONTINGENT LIABILITIES (continued)
Bif b SCHT s A > TR A5 5R A SR [ B Save as disclosed above, neither the Group nor the Company
AN ) Sl AT o] EE K BOAR B AR o had any significant contingent liabilities as at the balance
sheet date.
36. EEEKH 36. PLEDGE OF ASSETS
A BAALE B 2 SR AT Bk S H At A 3 A Details of the Group’s bank loans and other borrowings,
A AR ] 2 8 AR AR 1) R I O A 5 which are secured by assets of the Group, are included in
2 B 5E28(a) ~ (b) K (d) ° notes 28(a), (b) and (d) to the financial statements.
37 MEBORH 37. OPERATING LEASE ARRANGEMENTS
(@ TEBHFAEA (a) As lessor
7 B2 AR A FHL A s AL B The Group leases its investment properties (note 14
Y2k (B R M EE14) - FHAD to the financial statements) under operating lease
A T25 54 o AR — MK arrangements, with leases negotiated for terms ranging
& ERAE AR EE - from 2 to 5 years. The terms of the leases generally

also require the tenants to pay security deposits.

A H o AR B AR 4R BLAH % 5T At the balance sheet date, the Group had total future
SETA T B B R B HR 2 A AT R AR minimum lease receivables under non-cancellable
B FH A R A 5 I B Wi P 4 AR E operating leases with its tenants falling due as follows:
o
rEH
Group
2003 2002

TERT TFH#IT
HK$’000 HKS$’000

—4ER Within one year 1,908 1,966

F_RENE In the second to fifth years,
(8 FE M AEEL48TE ) inclusive 416 1,524
2,324 3,490

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003
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37. REMOLZH w0 37. OPERATING LEASE ARRANGEMENTS
(continued)
(b) 1EZAFEA (b) As lessee
ASE BB BT A R PR The Group leases certain of its office properties under
TN =W > A FEHAN T 1 operating lease arrangements. Leases for properties
204 are negotiated for terms ranging from 1 to 20 years.
R H o AL B AR R AR R At the balance sheet date, the Group and the Company
AR B A i 21 BA 2 A AT g R had total future minimum lease payments under non-
FHA 22 A A S5 1K JE A FH <65 KB 41 4n cancellable operating leases falling due as follows:
o
rEH ARFE
Group Company
2003 2002 2003 2002

TERT TFHIT TERT THIT
HK$’000 HKS$000  HKS$’000 HK$’000

—4ER Within one year 10,617 11,836 1,860 2,306
BN In the second to
(H M4 EN) fifth years, inclusive 9,137 16,636 430 2,707
TR After five years 11,520 12,548 - =
31,274 41,020 2,290 5,013
38. H&iE 38. COMMITMENTS
Bk b SCB a1 37(b) T a2 4845 AH 4 7K In addition to the operating lease commitments detailed in
fEoh > AREENEEE H 2 ARSI note 37(b) above, the Group had the following capital
T @ commitments at the balance sheet date:
AEE
Group
2003 2002

FTET T
HK$°000 HK$°000

EFTA > (EHRER M - Contracted, but not provided for:
b R R Land and building - 445
N — Bt A m) 2 Capital contribution to a subsidiary
EE in Mainland China 1,880 1,880
AR AL ~ e B TR Furniture, fixture and equipment - 120
1,880 2,445
LI > HARFTAY ¢ Authorised, but not contracted for:
F IR I 4 2 HH K Donations to various research funds 8,420 8,420
10,300 10,865

20022003 F ik « EHE N ESEEBBR A



Br 7% ¥R WY A

Notes to Financial Statements
=#=g=+-8

—EE=
31 March 2003

(2)

(b)

(©

BLEXR5S

TS R B R E 22 B B R 5 A &
BH > A4 [ ) R P R
Tin Ming& Hong TauZy /il #2 i
10,608,000%5 76 (& & 4 ¢
6,120,000%57T) 21,906,000%5 7 (—
FE AR 1 2,118,0004k 8) Z

BELLAH > AN 7 2 S
A?f?ﬁ)”%lzd‘ﬂﬂxﬁﬁ*%m
HE VR 2 4K 4 3K 2 3,000,000 A
E*ﬁ% (T2 AF 3,000,000 A
W) o R AR BOE LR —E
ToHEFTH-EHB o B

I BE VR 5% S T T B A I B A
T 2 FATHOE - a R H AR
Wi K IH o

RGEEH > R I 2 D
JRE SR — VT P B i R (R LR A 52
LA BREAEA R (B 2 4
HEA K fo B K £ 3,900,000 7T
(B AF ¢ 3,900,000 78) ©
JRE WSO 95 5% 4 I T A 45 i A S
Wz 2 AT RIE ~ e KOH A
HELBI/TJ\IE"

Hong Kong Pharmaceutical Holdings Limited ® Annual Report 2002/2003

39. RELATED PARTY TRANSACTIONS

(a)

(b)

(©)

As disclosed in note 22 to the financial statements, as
at the balance sheet date, the Group advanced
HK$10,608,000 (2002: HK$6,120,000) and
HK$1,906,000 (2002: HK$2,118,000) to Tin Ming and
Hong Tau, the intermediate holding companies,
respectively.

As at the balance sheet date, an unsecured loan of
RMB3,000,000 (2002: RMB3,000,000) was due from
YZ Energy, a minority shareholder of YZ Genetic, a
subsidiary of the Company. The amount bears interest
at 6% per annum and was due on 7 December 2002.
Such amount due from YZ Energy is included in
prepayments, deposits and other receivables in the
financial statements.

As at the balance sheet date, an unsecured and interest-
free loan of HK$3,900,000 (2002: HK$3,900,000) was
due from Ke Yang Transgenic Engineering Research
Centre Co., Ltd. (“Ke Yang”), a minority shareholder
of YZ Genetic. The amount due from Ke Yang is
included in prepayments, deposits and other
receivables in the financial statements.
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39. RELATED PARTY TRANSACTIONS

continuea
t ()

(d RZFF=4H4=ZA=1+—H>— (d) Asat31 March 2003, Shenzhen Delu, a company in
KRB B E R 2 A A — which Mr. Sun Hiu Lu is a director, has given a
FINERE - AN R Z W%Aﬂ corporate guarantee in respect of a bank loan
#e W 230,000,000 A R (2R E amounting to RMB30,000,000 (2002:
TU4E 130,000,000 A ) SRAT A RMB30,000,000) granted to Hua Xin, a subsidiary of
FAE A ZEVER - the Company.

(e) N » —ZK M BRBEH LA S E (e) During the year, Shenzhen Weiji, a company in which
HRBR 2N 7 — GG > 5t Mr. Sun Hiu Lu is both a director and shareholder,
#e 3 28,000,000 A [ MR AT B 3K gave a corporate guarantee in respect of a bank loan
E 4 2EHE R - of RMB8,000,000 granted to Hua Xin.

O RFER - B YI AE B S (f) During the year, Shenzhen Weiji advanced additional
3,470,000 A [ B ?ﬁﬁ il loans of RMB3,470,000 to Hua Xin. Loans with total
HEH - ARG 6,470,000 A R outstanding balance of RMB6,470,000 (2002:
He (_gg—ﬁ 7,000,000 A EL ) RMB7,000,000) as at the balance sheet date are
PEE T D E e S S | unsecured and repayable on 31 March 2003. Except
=1+ — HEE - BRA4%E310,000 for amounts of RMB310,000 (2002: Nil) in aggregate
ARW CEREF - 8 ARE being interest-free, the remaining balance bears
Sh o BREEZ R LR THE o B interests at 7% per annum. No repayment has been
EHEA B WRE H - BRI made by Hua Xin up to the date of approval of these
RAE AT AT IR K financial statements.

(g) &EHEH > BEATE M RETR 2 HE4K (2) As at the balance sheet date, an unsecured loan of
FIEEE 3,000,000 A R #E (—FZ RMB3,000,000 (2002: RMB3,000,000) was due to YZ
4$ 3,000,000 A F&HE) o Bk 2 Energy. The amount bears interest at 6% per annum
FER RO S — BT 415 += and was due on 7 December 2002.

HLEHEH -

(h TR > BRI AR R — (h) During the year, Shenzhen Weiji advanced a loan of
3,000,000 A RHE (ZFF 47« 41 RMB3,000,000 (2002: Nil) to Ensure Medical, a
Z BT AN ) 2 W S T — 1 subsidiary of the Company. The loan is unsecured and
BH o R A S AR B bears interest at 8% per annum.

Fy8JE o
() #HEHZ > R-FBR=FMA (i) Subsequent to the balance sheet date, on 28 April 2003,

+\H - (’Tﬂllé’ﬁ%/ﬁ’jﬂﬁi‘ﬁﬂﬁl 5 Shenzhen Weiji has entered into an agreement with
Bl ey BuAS 2 $RAT Bk B i 6 Bank of Shanghai to give a maximum corporate

TrEET hR LAE $38,000,000}\E
Wy IR Z A ZEAELE > BRI —
EE=MFNA=+HE EEN
EH —+fH -

guarantee amounting to RMB38,000,000 for the
period from 30 April 2003 to 29 April 2004, in respect
of bank loans that were or will be granted to Hua Xin.
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EEHRER

AN B i 2 B E 28(b) E (DB
R AR E R R AT TR T R
il fE R o 25 TR AT K HAh B R
HA% ) 3 2 R R 2 2 S
g o

ATEERZAESNH HNH s R
) # 3 H5 A7 A ] B Super-Pharm
(Israel) Limited ([ Super-Pharm])
L 0 A v R i S 3 S
ZRBEPEAK AR PR =R = AR
NH T H ST RO o AR
AR B B VA A IR ) 2 ik
2 A4 > Super-Pharmiié LAHT AL
R i 77 3% 1,000,000 7T A A
VNI Super-Pharm#{%f?’Eﬁ HEF >
AL A 2 F IS AR R ATAT {6 DGR
Joinbest (H 5 IRF 53545 — At 4 85
51%1M i) AN B S0%HE 4

A% AL T 4] B Super-PharmE’jl:Z'—‘
OS] 2 R SE A AT T B R R A
B )5 R Al (E A% ﬁ?}b\ﬁﬁ%ﬂ
1 B |l R AR 2 D 0 I A5 D IR
HEAT o TR KA T R RE R A 2 K
A HE 25 0 FO A B T T R e
Super-Pharm 2 #4 It 24 &) 4% B
Joinbest# 7] 1E 20 & 2 1 ik > ¥
It > Super-Pharmifé ] — 48 L 84 2
4 3 T o B Ak R RS o

sk ML B 57t e T 5 AN A A
TERFZAERH =+ HERT Bl
SO o R A B R
H > 8073 R BERTHE— 4 30AF o
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40. POST BALANCE SHEET EVENTS

(@)

(b)

As disclosed in note 28(b) to (f) to the financial
statements, the Group defaulted on the repayments of
certain bank and other borrowings. Certain banks and
other lenders have subsequently agreed to defer the
repayments of the defaulted borrowings.

On 18 June 2003, the board of directors of the
Company announced that the Company has signed a
term sheet with Super-Pharm (Israel) Limited (“Super-
Pharm”) on 12 June 2003 in relation to the proposed
strategic partnership arrangement for the development
of chain pharmacy business in Mainland China.
Pursuant to the terms of the term sheet, Super-Pharm
will invest USD1,000,000 in the Company by way of
a new share subscription. Super-Pharm will also have
an option, exercisable until the end of year 2006, to
subscribe for up to 50% shareholding interest in
Joinbest, which presently holds 51% of the equity
interest in Ensure Chain.

The term sheet provides that subject to Super-Pharm’s
due diligence on the pharmacy chain of the Company
and mutual agreement on its valuation, the first
exercise of the option will take place with the above-
mentioned new share subscription in the Company and
the percentage of the shareholding interest in respect
of the exercise of the option will be determined by
mutual agreement. It is also agreed that the holding
company of Super-Pharm will enter into a formal
master agreement with Joinbest, pursuant to which
Super-Pharm will provide consultancy services to
Ensure Chain’s retail pharmacy stores.

The term sheet envisages that the abovementioned
documents will be signed by the parties by no later
than 30 September 2003. However, up to the date of
approval of these financial statement, no further
document has been signed by the parties.
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HEREREE 4@ 40. POST BALANCE SHEET EVENTS

41.

42.

(c) b FRZAEMHA —+/\H k=
FZAEP—H = \H > #53
ﬁ FERFTHUS RN > & F
2 Al B 3,000,000 N B K&
7,000,000 A\ ¥ > DIMEEEE 4 -
SRAT BT B BB A A5 5 H BR T
15 {H4748,800,000 A F s 2 [ FE
AR AR (A 2B LRV EHE -

(continued)

(c) On 28 April 2003 and 28 November 2003, Hua Xin
obtained additional loans, amounting to
RMB3,000,000 and RMB7,000,000 respectively from
a bank to finance its general working capital. The bank
loan were secured by a building of Hua Xin with a
carrying value of approximately RMB48,800,000 at
the balance sheet date and corporate guarantees
executed by Shenzhen Weiji.

(d RZFEFE=4F+—HZ+KH (d) On 26 November 2003, the Company entered into a
N/ %ﬁAJ:@J:ﬁTZ/ VH) > sales and purchase agreement with Jiangsu Lianhuan,
{Iﬁ*%‘ﬁfﬁfﬂi, BOH Wbk o PRI a company listed in Shanghai, whereby the Company

A & 7] 7 LA AE 7,000,000 A R
L B 4 ] 35 K] 34.43% AR HE VT
BRI IR o

() M_EF=4FHH_H » &AH
25T HE A 1R 14 600,000 5 LA
R o T A

4

pe g

A A B R B RE3 2 RE AR AR > b
JAAAE BEBR A TR T RAE BT 2 &
FEECBSYER - MBS ERCR P TIHE &
itk G RtEMIE K 23107 AEAE
BT AR BLE  RIL > DURT4F &
EAEE T Aos T BB R e E
WU EGAEEZZ BHWIT -

MBmRzHE

MBWREBOR _FF =4+ A+
%% o o o i v R IR R A

41.

42.

agreed to dispose of its entire 34.43% equity interest
in YZ Genetic to Jiangsu Lianhuan for a consideration
of RMB7,000,000.

(e) On 2 May 2003, 600,000 share options were offered
to certain directors of the Company. Further details
are set out in note 32 to the financial statements.

COMPARATIVE AMOUNTS

As further explained in note 3 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 prior year adjustments have been made
and certain comparative amounts have been reclassified 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 12 December 2003.
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