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1.

PRINCIPAL ACCOUNTING POLICIES

(a)

Basis of preparation

These financial statements have been prepared in accordance
with accounting principles generally accepted in Hong Kong
and the Hong Kong Companies Ordinance. The financial
statements also comply with the Statements of Standard
Accounting Practice (“SSAPs”) issued by the Hong Kong Society
of Accountants (“HKSA”) and the disclosure provisions of the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (“Stock Exchange”). They have been
prepared under the historical cost convention modified by the
revaluation of certain properties and intangible assets as
explained in the accounting policies set out below.

In the current year, the Group adopted SSAP 12 (revised)
“Income Taxes” issued by the HKSA which is effective for
accounting periods commencing on or after 1st January 2003.

Adoption of SSAP 12 (revised) “Income Taxes”

In previous years, deferred taxation was calculated under the
liability method in respect of the taxation effect arising from
all material timing differences between the accounting and tax
treatment of income and expenditure, which were expected
with reasonable probability to crystallise in the foreseeable
future. Deferred tax assets were not recognised unless their
realisation was assured beyond reasonable doubt.

In the current year, the Group has adopted SSAP 12 (revised).
The principal effect of the implementation of SSAP 12 (revised)
is in relation to deferred tax. SSAP 12 (revised) requires the
adoption of a balance sheet liability method, whereby deferred
tax is recognised in respect of all temporary differences between
the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit, with limited exceptions.
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‘Notes To The F'Inancial Statements (ontinued

For The Year Ended 31st December 2003

1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(a)

(b)

(c)

Basis of preparation (continued)

The change in accounting policy has been accounted for
retrospectively. Comparative amounts for 2002 have been
restated accordingly. This has resulted in a decrease in the
Group’s profit for 2002 and 2003 of HK$3,209,000 and
HK$5,478,000 respectively. Opening balances of revenue
reserve brought forward as at 1st January 2002 and 1st January
2003 have been increased by HK$15,339,000 and
HK$12,130,000 respectively.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31st December 2003. The results of subsidiaries acquired
or disposed of during the year are dealt with in the consolidated
income statement from the effective dates of acquisition or to
the effective dates of disposal respectively. All significant intra-
group transactions and balances have been eliminated on
consolidation.

Revenue recognition

Revenue from sale of goods is recognised when the significant
risks and rewards of ownership of goods have been transferred
to the buyer.

Rental income from operating leases is recognised on a straight-
line basis over the terms of the respective leases.

Interest income is accrued on a time proportion basis.
Dividend income is recognised at the time when the right to
receive payment is established.

Income from management services, advertising and promotion

services are recognised at the time when the services are
provided.
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atesiTo The Financial Statements (continved) B

1st December 2003

1.  PRINCIPAL ACCOUNTING POLICIES (continued)

(d)

(e)

Translation of foreign currencies

Foreign currency transactions during the year are translated
into Hong Kong dollars at the exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated
in foreign currencies are translated into Hong Kong dollars at
the market exchange rates ruling at the balance sheet date.
Differences on foreign currency translation are dealt with in
the income statement.

The consolidated financial statements are prepared by using
the net investment method such that the balance sheets of the
Company’s foreign enterprises are translated into Hong Kong
dollars at market exchange rates ruling at the balance sheet
date while the income statements are translated into Hong
Kong dollars at average rate for the year. Any exchange
differences arising on such translation are dealt with in the
exchange reserve.

Segment reporting

A segment is a distinguishable component of the Group that is
engaged either in providing products or services (business
segment), or in providing products or services within a particular
economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other

segments.

In accordance with the Group's internal management reporting,
the Group has determined that business segments be presented
as the primary reporting format and geographical as the
secondary reporting format. Inter-segment transfer pricing is
based on cost plus an appropriate margin.

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that
can be allocated on a reasonable basis to that segment. Segment
revenue, expenses, assets and liabilities are determined before
inter-segment balances and inter-segment transactions are
eliminated as part of the consolidation.
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For The Year Ended 31st December 2003

1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(e)

(f)

Segment reporting (continued)

Segment capital expenditure is the total cost incurred during
the period to acquire segment assets (both tangible and
intangible) that are expected to be used for more than one
period.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings, corporate and
financing expenses.

Fixed assets and depreciation

Fixed assets are stated at cost or valuation less accumulated
depreciation and impairment losses. The cost of an asset
comprises its purchase price and any directly attributable costs
of bringing the asset to its present working condition and
location for its intended use. Expenditure incurred after a fixed
asset has been put into operation, such as repairs and
maintenance, is normally charged to the income statement 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 the fixed asset.

No depreciation is provided in respect of land held on freehold.
Depreciation on other fixed assets is calculated to write down
their costs to their estimated residual values on a straight-line
basis over their estimated useful lives at the following annual
rates:

Leasehold land
Buildings and leasehold

5% or over the lease period

12/3% — 33'5%
5% — 33'3%

improvements
Other fixed assets
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otessTo The Financial Statements (continveds: B4

d d'-i-s.t Décember 2003

1.  PRINCIPAL ACCOUNTING POLICIES (continued)

(g)

(h)

(i)

1)

(k)

Assets acquired under finance leases

Where assets are acquired under finance leases, the amounts
representing the outright purchase price of such assets are
included in fixed assets and the corresponding liabilities, net
of finance charges, are recorded as obligations under finance
leases. Depreciation is provided to write down the cost of the
assets on a straight-line basis over their estimated useful lives
as set out in Note 1(f) above. Finance charges implicit in the
finance lease payments are charged to the income statement
over the periods of the finance leases so as to produce an
approximately constant periodic rate of charge on the remaining
balances of the obligations for each accounting period.

Operating leases

Assets held for operating leases are included in fixed assets
and depreciated over their estimated useful lives as set out in
Note 1(f) above. Rentals receivable or payable under operating
leases are accounted for on a straight-line basis over the periods
of the respective leases.

Capitalisation of borrowing costs
Borrowing costs incurred in financing the purchase of leasehold
land and construction of manufacturing plant including the
purchase of related fixed assets prior to commercial operations
are capitalised and included in the balance sheet as part of the
cost of the fixed assets concerned.

All other borrowing costs are charged to the income statement
in the year in which they are incurred.

Trademarks

Trademarks are stated at cost or valuation less accumulated
amortisation and impairment losses. Amortisation is calculated
to write off the cost or valuation of trademarks on a straight-
line basis over their estimated useful lives of 5 years.

Subsidiaries
A company is a subsidiary if more than 50% of the equity
shareholding is held by the Company for long-term investment

purposes.
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1.

e Financial Statements (continued)

For Fhe Year Ended 31st December 2003

PRINCIPAL ACCOUNTING POLICIES (continued)

(k)

)

(m)

Subsidiaries (continued)

Investments in subsidiaries are stated in the Company’s balance
sheet at cost less any identified impairment loss. Income from
subsidiaries is recognised in the Company’s financial statements
on the basis of dividends declared by the subsidiaries.

Associates

An associate is one, not being a subsidiary or a joint venture,
in which the Group is in a position to exercise significant
influence, including participation in financial and operating
policy decisions.

Interest in associates is stated in the Company’s balance sheet
at cost less any identified impairment loss. Income from
associates is recognised in the Company’s financial statements
on the basis of dividends declared by the associates.

Interest in associates is stated in the consolidated balance sheet
at the Group’s share of the net assets under the equity method
of accounting, as reduced by any identified impairment loss.
The results of the associates are included in the consolidated
income statement to the extent of post-acquisition results
attributable to the Group.

Jointly controlled entity

A joint venture is a contractual arrangement whereby the Group
and other parties undertake an economic activity which is
subject to joint control and over which none of the participating
parties has unilateral control. Joint venture arrangements which
involve the establishment of a separate entity in which each
venturer has an interest are referred to as jointly controlled
entity.

The consolidated income statement includes the Group’s share
of the results of its jointly controlled entity for the year. The
consolidated balance sheet includes the Group’s share of the
net assets of the jointly controlled entity, as reduced by any
identified impairment loss.
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1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(n)

(0)

Investment securities
Investment securities are stated at cost less any identified
impairment loss.

The carrying amounts of individual investments are reviewed
at each balance sheet date to assess whether the fair values
have declined below the carrying amounts. When a decline
other than temporary has occurred, the carrying amounts of
such securities would be reduced to the fair values. The amount
of the reduction is recognised as an expense in the income
statement.

Income from investment securities is recognised to the extent
of dividends received and receivable.

Goodwill and negative goodwill

The Group recognises goodwill as an asset which is amortised
on a straight-line basis over its estimated useful life of 5 years.
Negative goodwill which relates to an expectation of future
losses and expenses that is identified in the plan of acquisition
and can be measured reliably, but which has not yet been
recognised, is recognised in the income statement when the
future losses and expenses are recognised. Any remaining
negative goodwill, but not exceeding the fair values of the
non-monetary assets acquired, is recognised in the income
statement over the weighted average useful lives of those non-
monetary assets that are depreciable or amortisable. Negative
goodwill in excess of the fair values of the non-monetary assets
acquired is recognised immediately in the income statement.
On disposal of a subsidiary or an associate, any attributable
amount of purchased goodwill not previously amortised in the
income statement is included in the calculation of the profit
and loss on disposal.
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Notes To The Financial Statements (continved)

For The Year Ended 31st December 2003

1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(p)

Impairment of assets

Internal and external sources of information are reviewed at

each balance sheet date to identify indications that the following

assets may be impaired:

fixed assets;
investments in subsidiaries, associates and jointly
controlled entity;

goodwill; and
trademarks.

If any such indication exists, the asset’s recoverable amount is

estimated. An impairment loss is recognised whenever the

carrying amount of an asset or its cash-generating unit exceeds

its recoverable amount.

(i)

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its
net selling price and value in use. In assessing value in
use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of time value of money
and the risks specific to the asset. Where there are assets
that do not generate cash flows largely independent of
those from other assets, recoverable amounts are
determined for the smallest group of assets that generates
cash inflows independently (i.e. a cash-generating unit).
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1.

1st December 2003

PRINCIPAL ACCOUNTING POLICIES (continued)

(p)

(q)

(r)

(s)

Impairment of assets (continued)

(ii)  Reversals of impairment losses
In respect of assets other than goodwill, an impairment
loss is reversed if there has been a change in the estimates
used to determine the recoverable amount. Impairment
loss in respect of goodwill is reversed only if the loss
was caused by a specific external event of an exceptional
nature that is not expected to recur, and the increase in
recoverable amount relates clearly to the reversal of the
effect of that specific event.

A reversal of impairment loss is limited to the carrying
amount of the asset that would have been determined
had no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to the income
statement in the year in which the reversals are
recognised, except where the assets are carried at
revalued amounts, in which case the reversal of

impairment loss is treated as a revaluation movement.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on a first-in, first-out basis and, in
the case of work in progress and finished goods, cost comprises
direct materials, direct labour and an attributable proportion
of production overheads. Net realisable value represents the
estimated selling price less all further costs to completion and
direct selling costs.

Other investments
Other investments representing commercial papers are stated
at fair value at balance sheet date.

Employee benefits

(i) Obligations for contributions to defined contribution
retirement plans, including contributions payable under the
Hong Kong Mandatory Provident Fund Schemes Ordinance
and central pension plans applicable to employees in the
People’s Republic of China, are recognised as an expense
in the income statement as incurred.

otessTo The Financial Statements (continveds: B4
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" Notes To The Financial Statements (continued

For The Year Ended 31st December 2003

1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(s)

Employee benefits (continued)

(i)

The Group’s net obligations in respect of defined benefit
retirement plans are calculated separately for each plan
by estimating the amount of future benefit that employees
have earned in return for their services in the current
and prior periods; that benefit is discounted to determine
the present value, and the fair value of any plan assets is
deducted. The discount rates are the interest rates at
balance sheet date of long term government bonds that
have maturity dates approximating the terms of the
Group’s obligations and Central Trust of China where
the pension fund is deposited. The calculation is
performed by a qualified actuary using the projected unit
credit cost method. When the benefits of a plan are
improved, the portion of the increased benefits relating
to past services by employees are recognised as an
expense in the income statement on a straight-line basis
over the average period until the benefits become vested.
To the extent that the benefits vest immediately, the
expense is recognised immediately in the income
statement.

In calculating the Group's obligation in respect of a plan,
to the extent that any cumulative unrecognised actuarial
gain or loss exceeds ten percent of the greater of the
present value of the defined benefit obligation and the
fair value of plan assets, that portion is recognised in the
income statement over the expected average remaining
working lives of the employees participating in the plan.
Otherwise, the actuarial gain or loss is not recognised.
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T ed_31st December 2003
-

1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(s)

Employee benefits (continued)

(i)

(iii)

(continued)

Where the calculation of the Group’s net obligation results
in a negative amount, the asset recognised is limited to
the net total of any unrecognised actuarial losses and
past service costs and the present value of any future
refunds from the plan or reductions in future contributions
to the plan.

Obligation in respect of unclaimed annual leave of
employees is calculated based on the estimated average
number of days of unclaimed annual leave, the average
amount of basic salary per employee and the total number
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a are not recognised until the time of leave. R BEEEELANK
o
: TEXZ%JJ:
% (iv)  When the Group grants employees options to acquire (ivy MAEERTEERR
2 shares of the Company, no employee benefit cost or RlzERE  BEREHR
s obligation is recognised at the date of the grant. When BT gERAEAESR
g the options are exercised, equity is increased by the M AREE EZE
‘Ié amount of the proceeds received. PRIEWITER - A2
i WA BB A PR R AR -
(v)  Termination benefits are recognised when and only when v) REEASEABRHA

the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic probability of withdrawal.

FILERAE IS B
EA 2 EBRBERGEF
ZREBEBENE - 7
ERENAR
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Notes To The Financial Statements (continued

For The Year Ended 31st December 2003

1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(U]

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a legal or constructive obligation
arising as a result of a past event, it is probable that an outflow
of economic benefits will be required to settle the obligation
and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value of
the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow is remote.

1.

FESTHE #)

®

EERIAREE

EAKEREBESEMARE
REZERIETEME - M
EETZEERANEER
RENMZROEE - FEZ
B BeEmA 5 Mbat
o B & BE SR B RE B R =X
THENEEEE EEEH

KEEBEEARK - £HEKNU
BOUEAEREHNHNR
B5 8K

SEBITRZAEEETERA
BE 18 BUE BRI 25 7 1 SR
SRR M AR - &
FM@mREOEEEN - A
ZEAETEREFIAAE
EMBHREMEPRE - 4
REEREE FHFEFRAE
B-FRAZRIEERKRSE
BZBERTBEETUEE
B BRFMNEREAOREE
o AIZBER T REE
FARBERE
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Lam Soon (Hong Kong) Limited

1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(u)

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

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from net profit as reported in the
income statement because it excludes items of income and
expense that are taxable or deductible in other years, and it
further excludes income statement items that are never taxable
and deductible.

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

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

FTES
(u)

R (#)

Frigmi
FIER b RERENBREA
FOEETAR B ER o

EHRENNERREE FE
RS A EE - BRDUE T
TR Y s & B 5 %
o ASEYRFAEEAM
FEAMERBULA LA K
IXHERE YATERE
ABERBEA AT EIN Mz
~IEA -

EEHBARANMHERERT
é?ﬂﬁ@%%@ﬁ%ﬁﬁ

m%z&%%ﬁﬁéimﬁ
HEMSRAREFEE - BT

MEKAEERBERAEX
Z8 o —RIBERT FTBERE
RAMERUEZRELNET
MERESTHER  MET
HMIAEENRAEERKER
By M e VA R R 35 AT HE
ERUEEENREAN T T
AR - IRERUEZRR
MEE(RAaEE)  HET
FEEBRVGN & EF
MRS (BT EEAM P
HibEEMBEN R ER
TELE®  RIZFRELEHRRA
BEEMBENTER -

WEQT@WMAT&Q
AREHEEESELN
ﬁ%ﬁgh&%EAﬁwﬁ
BEREHRBERAE  BEAKERE
MIEHELEREZRENE
B RESEZREN RS
KARAIBE A & 8 @ A 1550 Al
J& G150 o
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" Notes To The Financial Statements (continued

For The Year Ended 31st December 2003

1.

PRINCIPAL ACCOUNTING POLICIES (continued)

(u)

(v)

(w)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.

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

Forward foreign exchange contracts

Forward foreign exchange contracts represent forward
transactions undertaken by the Group in the foreign exchange
market. Such transactions are for hedging purpose and are
valued on an equivalent basis to the assets, liabilities or net
positions which they are hedging. Net gains or losses are
recognised on such transactions in respect of all open contracts
existing at the balance sheet date by translating the contract
amounts at the prices ruling at the balance sheet date, and on
all closed positions on the trade date basis.

Related parties

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or to 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.

1.

FESTHE #)

(u)

(v)

(w)

B8t ()
ERERBEEENREENS
—EHEERETRE - B8
BRARRERBGEHN - 1K
B #f 1 3 = B0 R R IR B
B - B3B8 E A R 9 30
BRER A B E ©

EEREAREKBHNERE
EXNFERERNERMRE
BERFHE - EEHR AR K &
KA - EEERLAEDZRA
BEROETHRAMNGFTER
A o

BEHNMEEHN

EHNEAHNRERAERE
SMVET 5 EFTETTZEIR
5 ZERXPDRBIEL R
B WHHPWEE  AE
SFM BN 2 FEEER
B -ZERXHZBEFEIN
BRERBERBREANSER
REBBRBEMARTEA
HWERRZBEMAEFRA
#) T LARERR -

FHEAL
EMEEFT-TERENEE
SRR ES M —T7 - 2R
TEEEFENREML—T
M BREERR  MER
NEREMEAL - EME
EXERRA-—F=EFXZA
—FZENEEFE  WE
BN ERBREAL -

LAM
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®
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~ © Notes:To The Financial Statements (continued

nded 31st December 2003
- NN

1. PRINCIPAL ACCOUNTING POLICIES (continued) 1. ERGHBER @)
(x)  Cash equivalents x) BEZEEYD
Cash equivalents are short-term, highly liquid investments that ReFEYRAIAEER
are readily convertible to known amounts of cash and which REEHHERSNHEHLS
are subject to an insignificant risk of changes in value. Cash ERBEEMEHEEE
equivalents include investments and advances denominated in gPHoEk R FEVE
foreign currencies provided that they fulfill the above criteria. BEMA LREmBINE

RENRERBX A -

2. TURNOVER 2. EXE
The Company is an investment holding company and the principal RARR—EREERAT - EHt
activities of the subsidiaries are set out on pages 116 to 123. BAANEIE2XEBFHINEI6R
EFHI123H °
70 Turnover represents the net invoiced value of goods supplied to EEERRETHIEPNAMD
Vadt external customers as well as rental income and dividend income EEFE BA2BRAFTREEA -
SOON earned. An analysis of the Group’s turnover is set out below: REBNEXBEOMWT ¢
=
«
-3 2003 2002
- —®®=F  -TT-
b HK$"000 HK$'000
= BEFT HBEF T
1
i Sales of goods & m 2,033,308 1,904,424
£ Rental income RPN 2,830 3,813
’g’ Dividend income A B WA 224 107
¥
é 2,036,362 1,908,344
g



Notes To The Financial Statements (ontinved B

For The Year Ended 31st December 2003 HE=-ZTZ

3. OTHER INCOME 3. HtgA

2003 2002

—EE=F —EE_F

HK$’000 HK$’000

BT T BT T

Management fee income EREBEWA 2,600 3,599

Advertising and promotion income & & R EERA — 3,000

Sales of scrap B R 1,118 2,763

Others Hh 673 6,145

4,391 15,507

4. NET INTEREST EXPENSES 4. FHREXZH

71

2003 2002

—BE=F —EET=

HK$’000 HK$’000 =
BT BT T ﬁ
iy
Interest on bank loans, overdrafts R AF A2 HE R 2 R1T ﬁ
and other loans wholly repayable & « B REMER !
within five years ok RS- 12,566 16,982 @
Interest on finance leases BEAENFEXH 11 12 <
o
Total borrowing costs incurred BEREBERAN 12,577 16,994 E
Less: interest income g8 F B U A (1,531) (3,233) E

11,046 13,761
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Lam Soon (Hong Kong) Limited

B 2 BEEF 5 —H = g gl E

OPERATING PROFIT 5. BEEF
2003 2002
—EB=F —EEC
HK$’000 HK$’000
BT T B TFT
Operating profit is arrived at rmEEFE MR,/
after charging/(crediting): GTA) THIRIE :
Staff costs (excluding directors’ BIKA (TR
remuneration) BEEM=)
— Wages and salaries — TI&kEF® 190,796 184,106
— Pension costs — RIRE KA
— Defined contribution — TREMHKERAREE
retirement plans (net of (B k&8 W5
forfeited contributions of BEZT(ZEE=F
HK$nil (2002: HK$nil)) BEEZIT) 9,544 8,245
— Defined benefits retirement — TEREEMRAREE
plans (Note 27(b)(iii)) (K1 &E27b)iii) 2,022 1,736
202,362 194,087
Auditors’ remuneration % B AN BN & 706 1,277
Depreciation &
—owned assets — BEEE 65,091 62,681
— assets held under finance — LmEHEREE
leases & E 36 36
— assets held for use under — UHEEHENEE
operating leases 256 273
65,383 62,990
Amortisation of trademarks IR 7,364 7,364
Operating lease rental of properties &XHEWEMNHEE E R 3,183 3,619
Net proceeds from disposal HEBRTEEDN
of fixed assets FriS®UIE 58 (10,671) (1,695)
Less: Carrying value of fixed assets & - EE & EREE 10,106 1,833
(Gain)/loss on disposal of HEBTEEENCER) EE
fixed assets (565) 138
Provision for doubtful debts REEEE 6,336 1,876
Provision for obsolete inventories R &7 & ¥ & 3,866 11,863
Rental income less outgoings T2 & U AR B X (2,746) (3,722)
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Notes To The Financial Statements (continued

For The Year Ended 31st December 2003

6. DIRECTORS’ AND SENIOR EXECUTIVES” REMUNERATION

(a)

The aggregate remuneration of the directors of the Company
calculated in accordance with Section 161 of the Hong Kong

6.

ESRERTHRAENE

(@ BEFEQAFGHIE—AR
T-BEMAEARANES

Companies Ordinance is as follows: Me@mmT :
2003 2002
—EE=F —EE-F
HK$’000 HK$’000
BT T BT T
Directors’ fees EEWSE
— Executive — #]17 — 50
— Non-executive — JEHMIT 630 540
Salaries, housing, other e mE - Hi
allowances and benefits EAREY
in kind &= 7,108 6,457
Pension scheme contributions R K& 5t £ & 346 234
8,084 7,281

The independent non-executive directors received HK$200,000
as directors’ fees for the year.

The remuneration of certain directors represents remuneration
received in respect of services rendered to the Company and
its Hong Kong and overseas subsidiaries.

The number of directors whose remuneration fell within the

RFEE  BIFERITEEWK
HE E & £ E 200,000

7TE <]

ETEFNME ARERS
ARABRARRABERERE
SN B8 2 ) B B o

HeBTIREEZEEHAE

following bands was: mr
HK$ 2003 2002
B () —EE=F —TTF
Nil—1,000,000 10 10
1,500,001 —2,000,000 — 1
2,000,001 —2,500,000 1 —
4,500,001 — 5,000,000 1 1
12 12

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

VEREZFITICHEHRE
MR E S M5 -
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Lam Soon (Hong Kong) Limited

nded 31st December 2003
-

6. DIRECTORS’ AND SENIOR EXECUTIVES’ REMUNERATION

(continued)

(b)

The five highest paid individuals

The five highest paid individuals included two directors, details
of whose remuneration are set out above. The remaining
employees’ remuneration are analysed as follows:

6.

EERERITHRAEMS

(%)

b BEEERWRANEER
hAEERKRANEEREM
ZEE HamsFredn
IX -BTEENFHZFE
(Sl N

2003 2002
—BE=F —ET-F
HK$’000 HK$'000
EB¥ T BT T
Salaries, housing, other e /E - EM
allowances and benefits EAREY
in kind ) 2% 4,648 4,958
Pension scheme contributions 3Rk & 5t &I & 98 218
4,746 5,176%

The number of employees whose remuneration fell within the
following bands was:

HeB THEENEEHE
MmN

HK$ 2003 2002
% (1) —22=F —ETCF
Nil— 1,000,000 — 1
1,000,001 —1,500,000 2 2
1,500,001 —2,000,000 — 1
2,000,001 —2,500,000 1 —
3 4%
# It included remuneration received by an employee from 1st ¥ B —SESNRA_EE_F

January 2002 to 31st May 2002. The employee was appointed
as an executive director of the Company on 1st June 2002 and

the remuneration received thereafter was included in directors
remuneration.

The remuneration of certain individuals represents remuneration
received in respect of services rendered to the Company and
its Hong Kong and overseas subsidiaries.

—A—HE-FFE_FAA=A
—HHFzME - ZEER-F
E_FNA-HARZERALA]
ZEFMHRANRZNEEE
BEEWEA -

ETRENMERRERB AT
RARBERERBINHE R R
wEM -
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Notes To The Financial Statements (continued

For The Year Ended 31st December 2003

7. TAXATION 7. BE
(a) Hong Kong profits tax has been provided for at the rate of @ AEEREBEEZRAZ
17.5% (2002: 16%) on the respective estimated assessable MEBEBTIREF AT
profits of the companies within the Group operating in Hong JERR B M IR K 17.5% (=
Kong for the year. T F 1 16%)5tH -
(b)  The income tax expense represents the sum of the tax currently (b) FAEBXHEEBENTIE
payable and deferred tax. The taxation charge is made up as FOEETR AN BEE - BIEX
follows: 2K mT
Restated
B
2003 2002
—ET=fF s
HK$’000 HK$’000
E¥ TR EHTT 75
Current tax: REFIA -
Hong Kong taxation BB 2,614 3,472 &
Under-provision in respect BT FE 2 ﬁ
of prior years TREE 139 394 i
i
i
2,753 3,866 I
Overseas taxation BN IR 9,480 14,220 <
o
Under/(over)-provision in BEFEZTR/ g
respect of prior years (FBER) #fh 880 (1,016) E
&
10,360 13,204
Deferred taxation (Note 8(a)): EIEFLIE (M17F8(a) -
Current year EFEL 6,885 6,209
Attributable to increase R E EF A
in tax rate 2 (738) —
6,147 6,209
Jointly controlled entity: FER 2 I E g
Hong Kong taxation HEHIE 408 292
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7. TAXATION (continued) 7. BE (&)

(c)  Overseas taxation represents tax charge on the estimated taxable () BIHIBIEBRHBEARKM
profits of certain subsidiaries operating in the People’s Republic (MPE]) RREEREZ
of China (the “PRC”) and Taiwan, calculated at the rates ETHBAR G ERMR
prevailing in the respective regions. EAMNEME RSB 2R K

FREMREAXL -

Certain subsidiaries operating in the PRC are subject to income RABEBEANEE 2 ETHE

tax rate which ranged from 15% to 27% (2002: 15% to 27%). NE - EABEHRHEER15%
E 27%(2002: 15%%
27%) e

Subsidiaries operating in Taiwan are subject to income tax at a REEBRANEEZHB LR

maximum rate of 25% (2002: 25%). Al HEHMBHRBRERER R

25% (2002 : 25%)

76 (d)  The charge for the year can be reconciled to the profit before (d)  Weza R BRI ADG N B2 F
- taxation per the income statement as follows: ZHBXHBEHAT
SOQN
fi 2003 2002
< —ET2=F —ET
. HK$000 HK$'000
. BT T BT T
o Profit before taxation Rk B A & A 61,171 43,038
Jius
= Applicable tax rate (%) RS 17.5 16.0
g Tax on profit before taxation, REAVEFAE 2
£ calculated at the applicable %R B A8 R 2 I8
S tax rate 10,705 6,886
5 Tax effect of non-deductible B L A MR 2
= expenses in determining BT E
5 taxable profit 6,305 9,388
= Tax effect of non-taxable ﬂ?ﬁ u??fﬁﬁ']%)\Z%ﬂﬁ%
e revenue in determining TE
2 taxable profit (889) (568)
S Tax effect of current year’s RTFUBRZAFENBERZ
tax losses not recognised BT E 9,097 9,950
Tax effect of prior year’s ERRBLEFETT L/(EEE?S\
unrecognised tax losses MBERZRBTE
utilised in this year (800) (32)
Tax effect of entitlement to —EMEBRRZRRG
tax holiday by BRI R
a subsidiary (5,265) —
Increase in net opening B & B P A5 B B K32 i
deferred tax assets resulting B4 ,Hﬁ I A 75 18
from an increase in BEFEZEN
Hong Kong profits tax rate (738) —
10% surtax on unappropriated RETWE AR Z RDE
earnings of subsidiaries BRI 0% % 371 1,065
Effect of different tax rates of T E A 3 [ 48 & B9 BT /B A F)
subsidiaries operating ZTARREZ2HBZE
in other jurisdictions (99) (738)
Under/(over)-provision in BAEFE TR/ (B BE
respect of prior years 1,019 (622)
Others Hit (38) (1,758)

Tax expense for the year REMGEH X W 19,668 23,571




Notes To The Financial Statements (continued

For The Year Ended 31st December 2003

8. DEFERRED TAXATION 8. IEEBIIR
(@) The Group @ *F&
The components of deferred tax assets and liabilities recognised EGeEEABRPHEAN
in the consolidated balance sheet and the movements thereon ITERERBEEMBER
during the current and prior year: ERAFEFERBEFEZ#
LT

Accelerated Future

tax benefit of

depreciation  Impairment Tax  expenses

MERE of fixed assets  Provisions  Trademarks losses ~ BRAR Others Total

4%E  EENE B BB REEE AmNXE At &it
HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$000 HK$'000 HKS$000 HKS$000
EETT  EETrT  BETT AEFn EETr EETI BETn BETR

At Tst January 2002 as “2%-%-§
previously reported —RmE A 4,719 - - - - (3,457) - 1262

77

Adjustment on adoption i gste

of SSAP 12 (revised) 1% (BiTR)
EENRE 12,401 (15,951) (3,994) 5,607 (13,154) - (562)  (15,653) -
H.‘*,
As restated 5% 17,120 (15,951) (3,994) 5,607 (13,154) (3,457) (562)  (14391) i
1|
. &
Charged/(credited) to REEEAZR/ B
income statement (BE) 4,784 1,830 1,108 (1,121) 1,404 (1,634) (162 6,209 I
Exchange differences HEZZ (175) (255) - - - (121) - (551) g
5
At 315t December 2002 ZERCETCR £
=t-A 21,729 (14,376) (2,686) 4,486 (11,750) (5212) (724) (8,733) 3
3
At Tst January 2003 as 2335
previously reported —RmEEH 9,540 - - - - (5,212) - 4328
Adjustment on adoption Rvestey
of SSAP 12 (revised) F1% (BiTR)
AEENRE 12,189 (14,376) 2,886) 4,486 (11,750 - (724)  (13,061)
As restated 5% 21,729 (14,376) (2,686) 4,486 (11,750) (5212) (724) (8,733)
Charged/(credited) to REEEAZR/
income statement (%) (481) 1518 (206) (1,022) 6,995 1,259 (1,178) 6,885
Exchange differences NEZZ 252 (114) - - - (116) - 2
Effect of change in taxrate ~ HEEHNFE
— charged/(credited) to -REERAER/
income statement (Bm) (161) - (67) 40 (920) - (10) (738)
At 315t December 2003 “EEZE1CR

=t+-A 2339 (1972)  (159) 3,884 (5,675 4069)  (1912)  (2,564)
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8.

nded 31st December 2003

DEFERRED TAXATION (continued)

(a)

The Group (continued)
The following is the analysis of the deferred tax balances for
financial reporting purposes:

B 2 BEEF 5 —H = g gl E

8.

EEMRIE (&)
@@ #&®|(#H)

VAT B3R B B8 TR 45 0 AT TS
RPBHREINERMA -

Restated

I

2003 2002

—EE=F —EE_F

HK$’000 HK$’000

BT T B TFT

Deferred tax liabilities RERBEEE 20,278 21,799
Deferred tax assets EREFIAEE (22,842) (30,532)
(2,564) (8,733)

At the balance sheet date, the Group has unused tax losses of
HK$478,455,000 (2002: HK$501,617,000) available for offset
against future taxable profits. A deferred tax asset has been
recognised in respect of HK$32,300,000 (2002:
HK$74,244,000) of such losses. No deferred tax assets have
been recognised in respect of the remaining HK$446,155,000
(2002: HK$427,373,000) due to the unpredictability of future
taxable profit streams. Included in unrecognised tax losses are
losses of HK$43,156,000 (2002: HK$49,317,000) that will
expire within five years. Other losses may be carried forward
indefinitely.

EEEBRBREER K&
B & ¥ 478,455,0007T (=
T2 F | %¥501,617,000
JC) B A R A A0 R SR B ER B
AR EER - EP
BB MR T & ¥ 32,300,000
T(ZEE_F | BK
74,244,0007T) BRI T 18 &
E o Ferry &% 446,155,000
T(ZEE-F 1 B
427,373,0007T) B A 1 &
B BARK &M T A 18
B FTATABRERRE
RIERIBBEE - 40 KE
RO BEES B BE
43,156,000 (Z T =4 !
7 #49,317,00070) Y E5 1B 15
RAFANEE - HiEEA
LA4EBR HAtb A5 e 1% Hf -



-'m] -_I!_I—

Notes To The Financial Statements (continued

For The Year Ended 31st December 2003

8. DEFERRED TAXATION (continued) 8. EZLEBIE (&)

(@) The Group (continued) (@ ZA%£M@E (&)
At the balance sheet date, the Group has temporary differences RZBEE-—F+_A=+—
of HK$291,850,000 (2002: HK$315,307,000) arising from H AEBARETEETEE
impairment of certain fixed assets being provided on 31st ERmBERE ZEBEHENE
December 2001. Deferred tax assets have been recognised in EEBEREERREBEL
respect of HK$77,126,000 (2002: HK$83,970,000) of such A #291,850,0007T (=T F
differences. No deferred tax assets have been recognised in — 4 : #¥315,307,0007T)
respect of the remaining HK$214,724,000 (2002: MERMEZER - EhHEE
HK$231,337,000) due to the unpredictability of future profit HWR T #E%77,126,0007T
streams arising from such fixed assets. —EFEEF - B

83,970,0007T) K IERE T 18 &
E - ZERFHHEK
214,724,000t (Z 2T =
& @ B #231,337,00070) &Y
2R EAK IR R 79
ERME  IUAARERBELT
MIBEE -

b
o
W

Bt 2 F 0 3 F 4 (B R

Temporary differences arising in connection with interests in i}
associates and jointly controlled entities are insignificant. BEEAENEEEEZ2E T
B
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8.

10.

DEFERRED TAXATION (continued)

B 2 BEEF 5 —H = g gl E

8. ELEBIEH (&)

(b)  The Company (b) E2QFH
The components of deferred tax liabilities recognised in the EEERERTHRANTIE
balance sheet and the movements thereon during the current REFREBEEBERAZ N
and prior year: N
Accelerated tax
depreciation
IEFE R E
HK$’000
BT T
At 1st January 2002 as previously reported —EER-F-A-HWEHIH —
Adjustment on adoption of SSAP 12 (revised) RN EFHERIE 125 (BF &) IE LN FE 261
As restated B8 261
Credited to income statement P &AL (177)
At 31st December 2002 —EE-_F+-A=+—H 84
At 1st January 2003 as previously reported —EE=F-A-RAWEAIIH —
Adjustment on adoption of SSAP 12 (revised) R EETERIE 125 (BF] &) TEE N FE 84
As restated ERIINE 84
Credited to income statement PR A D (80)
Effect of change in tax rate MEZEHHTE
— charged to income statement P &S 2% A S EX 7
At 31st December 2003 —EE=f+-A=+—H 11
PROFIT ATTRIBUTABLE TO SHAREHOLDERS 9. BREMLER
Profit attributable to shareholders includes a loss of HK$16,804,000 MR T E BEAERARF
(2002 (restated): HK$8,746,000) which has been dealt with in the B 7% 3R = & #16,804,0007T K &5
financial statements of the Company. B(ZZEZ-F(F5®) - BE
8,746,0007C) ©
DIVIDEND 10. B2
2003 2002
—22=F —ETC
HK$’000 HK$’000
B F T BT T
Final dividend proposed after the HEBBER 2 RIS
balance sheet date of HK$0.06 BRRAE%0.067T
per share (2002: nil) ZETF O E) 14,601 —
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Notes To The Financial Statements (continved)

For The Year Ended 31st December 2003

10. DIVIDEND (continued)

11.

The final dividend proposed after the balance sheet date has not

been recognised as liabilities at the balance sheet date.

EARNINGS PER SHARE

(a)

(b)

Basic

The calculation of basic earnings per share is based on the
profit attributable to shareholders of HK$38,235,000 (2002
(restated): HK$17,701,000) and the weighted average number
of 243,354,165 (2002: 242,910,325) ordinary shares in issue
during the year.

Diluted

The diluted earnings per share for the year ended 31st
December 2003 is not presented as the exercise price of the
Company’s share options was higher than the average market
price of the Company’s share for the year.

The diluted earnings per share for the year ended 31st
December 2002 is not presented as there were no dilutive
potential ordinary shares under outstanding share options and
the exercise of the conversion right of the convertible 5% non-
cumulative preference shares in the Company’s subsidiary, Lam
Soon Food Industries Limited (“LSF”), held by the Company
ceased to have any effect on the earnings per share for the
year as LSF became a wholly-owned subsidiary of the Company
following the privatisation of LSF by the Company by way of a
scheme of arrangement which was completed on 21st June
2002.

10. RE (&)

EHARREIR RS

WRE

73/\\,% BRI SEERER -

11. EREF

(@)

(b)

H2A

BREXRRBRNTIRIEREFE
17 3% F1 75 ¥ 38,235,0007T (=
T _F(FH1’&) : B
17,701,0007T) R AR BRA 2
FERNEBITEBER ZME
15 80243,354,165 (=&
C — £ :242,910,3258%) 5t

b

E'_ o

BE%

R AR E R 21T
BERREFEARARRA RN
Z WIS ER - FHi I &
BB LE—FE=F+_#
S+t-BLEE#HERZE
& o

BN EERITEZRBRE 2B
ELEBRITEHENTER
TERRBIRKEAR — &
IERmITEBR AR ([FEIE
Eml)MEERETRRIE
EREBEEAREEFELHZEE
wBHEEATE(RAFERN
ZEE_FA=Z+—HE
BinEsTE TR EIER &
Bt BEKARR G ZE
BB AR) o Bt - WS
THZE_ZT_F+-_A=
T-—BLEEFEEERIER
BH o

81

£
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12. FIXED ASSETS 12. BIEEE
(@) The Group @ *&
Medium term
leasehold Long term  Medium term
properties Freehold leasehold leasehold Plant,
in Hong Kong ~ properties  properties  properties  equipment,
and leasehold outside outside outside  furniture and
improvements  Hong Kong ~ Hong Kong  Hong Kong motor vehicles
EENHAN BHKA BARM BARE BE - RE Total
NEREHL ERNE Banx BoNE  HKARAE A%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFT BEFT BEFT BEFT BETT BETT
Cost or valuation: RABHRMAE:
At Tst January 2003 ZE5=5-f-H 37,639 240,807 3,833 805,418 954,112 2,041,809
Exchange adjustments SNEHE - 4,427 - (2,274) 3,275 5,428
Additions B — 132 — 2,326 40,571 43,029
82 Disposals & (9,000) (682) (276) (2,164) (5,050) (17,172)
m At 31st December ZB2=E
® 2003 t=B=+-8 28,639 244,684 3,557 803,306 992,908 2,073,094
- e e T e e
« Representing: i
. Cost AR 279 48,940 3,557 803,306 992,908 1,848,990
® Valuation — 1994 b —-NANBEE - 195,744 — — — 195,744
o — 2000 —Z%%%% 28,360 — — — — 28,360
¢
= At 31st December ZB2=E
3 2003 +=ZA=+-8 28,639 244,684 3,557 803,306 992,908 2,073,094
';'% Accumulated depreciation: ~ REHE
cgh At Tst January 2003 ZEE=5-f-H 2,958 71,358 1,422 196,365 509,316 781,419
’g‘, Exchange adjustments SNEHE - 1,288 - (883) 2,825 3,230
2 Charge for the year REERE 1,175 5,672 184 17,567 40,785 65,383
8 Written back on disposals HERER (1,347) (75) (116) (981) (4,547) (7,066)
5 At 31st December - 3 315
2003 +-ZF=+-H 2,786 78,243 1,490 212,068 548,379 842,966
Impairment; HE
At Tst January 2003 ZE5=5-f-H — 5,841 — 257,083 95,027 357,951
Exchange adjustments SEHE - 108 - (434) 810 484
At 31st December 212
2003 t=B=+-8 - 5,949 - 256,649 95,837 358,435
Net book value: REFE:
At 31st December -22=%
2003 +=fA=+-8H 25,853 160,492 2,067 334,589 348,692 871,693
At 31st December %%
2002 +ZA=1+-H 34,681 163,608 2,411 351,970 349,769 902,439
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"'Notes To The Financial Statements (continved)

For The Year Ended 31st December 2003

12. FIXED ASSETS (continued)

(a)

The Group (continued)

(1)

Certain freehold properties outside Hong Kong were
revalued, on an open market value basis, by C. Y. Leung
& Company Limited in June 1994. In preparing these
financial statements, the Group has availed itself of the
transitional provision set out in paragraph 80 of the SSAP
17 (revised) “Property, plant and equipment” with the
effect that such properties’ pre-30th September 1995
professional valuation is retained.

As at 31st December 2000, one of the medium term
leasehold properties in Hong Kong was written down to
its net recoverable amount estimated by the directors
according to the terms of the lease agreement between
the Group and Hong Kong Science & Technology Parks
Corporation.

As at 31st December 2001, the directors carried out an
impairment review of the freehold properties and medium
term leasehold properties outside Hong Kong with
reference to the open market value as at 31st December
2001. The respective properties were appraised by CB
Richard Ellis Limited.

The net book value of freehold properties outside Hong
Kong which have been stated in the balance sheet at
valuation would have been HK$59,874,000 (2002:
HK$64,177,000) had they been carried at cost less
accumulated depreciation and impairment loss.

Fixed assets with a net book value of HK$63,714,000
(2002: HK$92,905,000) are pledged to banks to secure
general banking facilities granted to the Group.

12. BIEEE
@ X&EBH (&)
(1) BT EINKAEEME
B2 R BB 2 AR AT —
ANMEXNARABES

(2)

BFE - RS 5 R
= AKEEREE
SREBEAFE17R (B
IR W% - BER&R
B A S80I H i K 1
R - REEINKAY)
X¥E-NAAFNAR=
TRAMEXEMEE -

RZEEEF+ZRA=
+—H BEASEEHA
BEEMBEARMEL]
ZHHER  HEBH
PR H O ERE
EEEMFHTKEE
& -

RZEE—F+ZA=
+—H EBR-ZFZT
—F+ZA=+—Hz2
YNGR =D R R RN
KA ERF A
HMENEE - BEEY
¥C At HAELCHER
NRAMEEXEME -

RIEEINEREEAE
RZGINKAERRY
EURARNRERBINER
WEEBSL - HERE
SFE A B 59,874,000
T(ZEEZF B
64,177,000 JT) °

AEBBEETEERD
SFE LB 63,714,000
T(ZEEZF B
92,905,0007T) & T #R1T
LAEGIRITIEEE -
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Notes:To The Financial Statements «ontinved) B

T#e YearEnded 31st December 2003
B 5

12. FIXED ASSETS (continued) 12. BIEEE (88)

(b) The Company (b)y FAF
Office equipment,
furniture and
motor vehicles

WMAERE

BRRRE

HK$7000

BT T

Cost: R E :

At Tst January 2003 —EE=F—HA—H 10,477

Additions IR 335

Disposals & (429)

84 At 31st December 2003 —E2E=f+=-A=+—-H 10,383

m Accumulated depreciation: REFE :

At 1st January 2003 —ETE=F—HF—H 9,183

E Charge for the year EFEENE 977

B Written back on disposals HEEED (429)
s
"

- At 31st December 2003 —EE=f+=-HA=+-—H 9,731

e e R e e Y,
1

Net book value: PR EME
At 31st December 2003 —E2E=f+=-A=+—H 652
At 31st December 2002 —EE-_F+-A=+—H 1,294

Lam Soon (Hong Kong) Limited



Notes To The Financial Statements (continved)

For The Year Ended 31st December 2003

13. INTANGIBLE ASSETS 13. B EE

Group
A EE
Negative
goodwill Goodwill ~ Trademarks Total
Eme e EmE &5t
HK$’000 HK$’000 HK$’000 HK$’000
BT T BT T BT T BT T
Cost or valuation: RAERMEE :
At 1st January —EBEB=F
2003 and —A—BRK
at 31st December —EE=F
2003 +=A
=+-—8 (50,084) 12,539 38,809 1,264
Representing: L&
Cost AN E (50,084) 12,539 36,809 (736)
At directors’ valuation EES 85
in 1972 —NtZF S —
EHHfEE — — 2,000 2,000
At 31st December —EE=F
2003 +=8 "
=+-—H (50,084) 12,539 38,809 1,264 ﬁ*l
Accumulated amortisation: REEH m
At Tst January —EE=F 1
2003 —A—H (9,129) — 9,367 238 2
Charge/(release) TEEBE <
for the year (#1R) (9,976) — 7,364 (2,612) §
At 31st December —BB=F -
2003 +=A E
=+—H (19,105) — 16,731 (2,374) <
Impairment: WA
At 1st January —EE=F
2003 and —A—BRK
at 31st December —ZET=F
2003 +=A
=+-—8 — 12,539 — 12,539
Net book value: REEE
At 31st December —BE=fF
2003 +=A
=+—H (30,979) — 22,078 (8,901)
At 31st December —EE-F
2002 +=A
=+—8H (40,955) — 29,442 (11,513)

The amortisation charge for trademarks for the year is included in

“other operating expenses” in the consolidated income statement.

EFERARZBEIHCBERERENK

BRPHEMEEERZH -
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Lam Soon (Hong Kong) Limited

INTEREST IN SUBSIDIARIES

Company
VNN

2003 2002
—EE=fF —ET-F
HK$’000 HK$000
BT T BT T
Unlisted shares, at cost JEETRH K AE 1,470,329 1,470,329
Impairment loss REE 1B (215,532) (215,532)
1,254,797 1,254,797
Amounts due from subsidiaries JFE U B 8 2 B 5RIR 206,007 198,412
1,460,804 1,453,209
Amounts due to subsidiaries FEAT BB A B R (66,520) (79,331)
1,394,284 1,373,878

The amounts due from and to subsidiaries are interest-free, unsecured
and have no fixed terms of repayment.

Details of the subsidiaries are listed on pages 116 to 123.

During the year ended 31st December 2001, Camintonn Corporation,
which had previously been consolidated, was subject to bankruptcy
proceedings under the jurisdiction of its country of incorporation.
The principal activity of its holding company, Lam Soon America
Inc., is its investment in Camintonn Corporation. Consequently, the
two subsidiaries operate under severe long-term restrictions which
significantly impair their ability to transfer funds back to the parent
company. Accordingly, the financial statements of these subsidiaries
are not consolidated in the Group’s financial statements and no further
accruals have been made for the subsidiaries’ losses after the
commencement of bankruptcy proceedings (the “Effective Date”).

However, a full provision amounting to HK$25,951,000 had been
made against the carrying value of the subsidiaries and disclosed in
the 1999 income statement. As a result, the net asset value of the
unconsolidated subsidiaries attributable to the Group was nil at the
Effective Date. No financial information in respect of the results and
net assets of the respective subsidiaries is available subsequent to
the Effective Date.

EREEMHBRARZRESAERES
WIRRZEETEEEIER -

EMBARMNERFIRNEIEES
1238 °

R_ZTE-—F+-_A=+—H
Camintonn Corporation * ltHE QR B
HAZEMBE®RE  BERAEGMiE
THEBEEMNRER - EZERKRAA - Lam
Soon America Inc. WX ZEBERNEH
EREE - Bt - kR BARRIER
EAJEEWEHEE'JFE%U%/RT@W CRK
HMEYEAEEHES TRAAMNEN B
AR ZEWBARSMBERKRIL T
FARKEMNGEME®RE  MEXT
FHEZEMBARIRNEEEER ([
Bl)RZEBEERE -

BEHRZENBAR ZEMEBECIED
2 B EEHE A’ 25,951,0007T -
WHEBEBR—NANANFHRZEE - Bt -
ZERFTAGEUBRERAZHME R A
REBBZEEFERET - MNAEMH
BAREDNSZENBRAANEERFE
EZHBER -
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Notes To The Financial Statements (continved)

For The Year Ended 31st December 2003

14. INTEREST IN SUBSIDIARIES (continued) 14. MiIBATER (&)
Details of the unconsolidated subsidiaries are set out below: ZERTAGREUEREAN KB
NEIZHBOT :

Issued and fully

Place of
incorporation/

Percentage of

paid up capital operation equity holding
Name of company BBTR 31 REESR Principal activities
RNEEH BRZBA R B BoE FTEXEHK
Group  Company
A&EE ART
Lam Soon America Inc. US$1,700,000 United States of 100 100 Investment holding
1,700,000 % 7T America BAEZR
el
87
Camintonn Corporation Ordinary United States of 60 —  Liquidated
US$500,000 America [RRg
il EH &
500,0003 7T M
Preferred ﬁ:
US$1,200,000 m
85Ik I
1,200,000% 7T o
Goodwill and negative goodwill arising from acquisition of these ~HEKBEZEMBEB AR MEENHERE %
subsidiaries, to the extent not taken to the income statement, & > HI AT AKWTZTEROESED A E %
amounted to HK$948,000 and HK$1,581,000 respectively. However, 7% 948,0007T & % ¥#1,581,0007T ° A £

RN FREESERMAE - 1
the share premium account after obtaining sanction from the Supreme ~ RO HEBRSITEL —FHIHEH - 1
Court in 1992. S AR R R o

the goodwill was eliminated against a special reserve created out of

ZEMBRARERRMKRERS - BEE
BYE AEEEGENRBEEBECDZH
FRAGEMB®RERA - XFHAT -

No dividend has ever been declared by the subsidiaries and the
aggregate amount of the losses attributable to the Group up to the
Effective Date, all of which have been dealt with in the consolidated
financial statements is as follows:

Current year Prior years Total
REE UiEEE e
HK$’000 HK$’000 HK$’000
BE T EBE T BE T

— 30,125 30,125
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15. INTEREST IN ASSOCIATES 15. BE QN FER

Group Company
rE KAFH
2003 2002 2003 2002
—ER=F 2T -F ZBEZF _—TE_F
HK$’000 HK$’000 HK$’000 HK$’000
BT T B FoT BT T B FT
Share of net assets B FEE 24,581 24,581 — —

BERRMEMEINT

Details of the associates are as follows:

Place of
incorporation/

establishment and

Percentage of

88 Name of company operation equity holding Principal activities
DA EE AR REEEED =X TEXEHK
5"&3'," Group Company
EE AT
«
f; Omeron Profits Limited* British Virgin Islands 50 — Dormant
- KBRS EREH
e
= Tepac Profits Limited* British Virgin Islands 50 — Dormant
" HBEERES T
* Companies not audited by PKF * RERAFHRERE AN EB AT
£33

16. INTEREST IN A JOINTLY CONTROLLED ENTITY 16. H[EZ=H EEER

Lam Soon (Hong Kong) Limited

Group
rEE
Restated
I #E
2003 2002
—BE2=F —EET_F
HK$’000 HK$’000
BETF T B TFoT
Share of net assets B FEE 55,576 53,967
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Notes To The Financial Statements (ontinved B

For The Year Ended 31st December 2003 H2-_ZTT=F

16. INTEREST IN A JOINTLY CONTROLLED ENTITY (continued) 16. HEIEFH EEER &)
Details of the jointly controlled entity are as follows: HREZEGEEHERFI AT

Percentage of

Place of equity holding
incorporation/ indirectly Principal
Name of company operation R R activities
IR BV 3-F:F BEBDE FTEXK
Evergreen Oils & Fats Limited* Cayman lIslands/ 50 Blending and
Hong Kong distribution of
HES &5 edible oils,
vegetable fats
and shortenings
RA R H
Bim - EY
BBy R B 9L 89
* Company not audited by PKF * BRI REFEIAMELTE
#® #
o
o
17. INVESTMENT SECURITIES 17. B RE ﬁ
Group Company !
rEE ¥ YN g
2003 2002 2003 2002 <
—®¥=F -—TT-F -BP=F _—TT- g
HK$’000 HK$000 HK$’000 HK$000 E
BEFT  EMTT  EMFR  BETT £

Listed securities, at cost EFREHFRAE
— in Hong Kong — &E 50 50 50 50
— outside Hong Kong — /o 17 3,759 17 17
67 3,809 67 67
Unlisted investments kLHRE
Unlisted securities, at cost IEETRBEHK AR 43,341 43,341 34,829 34,829
Impairment loss R B 5 18 (43,341) (43,341) (34,829) (34,829)
67 3,809 67 67

Market value of listed securities EmEER+=ZA
at 31st December —+—H®mE 92 3,821 92 81
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Lam Soon (Hong Kong) Limited

18.

19.

INVENTORIES 18. 78
Group
AEME
2003 2002
—EE=fF —EE=
HK$7000 HK$’000
BT T BT T
Raw materials R 132,170 75,775
Work in progress 8 m 11,457 12,859
Finished goods 25K M 80,078 130,618
Inventories in transit EHRER 12,503 20,460
Packing materials R 7,674 8,992
Spare parts 1 15,095 16,999
258,977 265,703
DEBTORS, DEPOSITS AND PREPAYMENTS 19. BN - BEREAMNR
The ageing analysis of trade debtors (net of provisions for bad and FEW R R (E B RIZRER) Rk
doubtful debts) is as follows: DT
Group
AEME
2003 2002
—EE=F —ET-F
HK$7000 HK$’000
BET T BT
0 — 3 months TE= =@ A 173,369 196,692
4 — 6 months mENEA 3,901 20,344
Total trade debtors FEUER R A8 5 177,270 217,036
Deposits and prepayments R& RIEM K 142,894 97,100
320,164 314,136

The credit terms given to the customers vary and are generally based %A TFTEEZEEKRASE  —RIZEER
on the financial strengths of individual customers. In order to EEZHMBMAREE - AEB UM ER
effectively manage the credit risks associated with trade debtors, — FEWARFEBE 2 FERR - RNEEH
credit evaluations of customers are performed periodically. EHETEEE R -
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Notes To The Financial Statements (continued

For The Year Ended 31st December 2003

20. AMOUNT DUE FROM A JOINTLY CONTROLLED ENTITY  20. F& Uy 3t [5) 2 4 {E 52 & &

The amount is interest-free, unsecured and repayable on demand. HRERRE BEALTREX
BB (828 -

21. BANK LOANS, OVERDRAFTS AND OTHER BORROWINGS 21. $R{TER - EX R HME R

Group Company
A EM AT
2003 2002 2003 2002

—EE=F 2T -F ZEE=HF —ZZTIT=F
HK$’000 HK$7000 HK$000 HK$’000
BT T BT T BT T BT T

Bank loans and overdrafts RITERRBEX
— Secured — B KA 17,937 23,589 12,000 —
— Unsecured — 4 4K 220,043 169,836 12 10 91
237,980 193,425 12,012 10
Other unsecured loans Hfh E KR E 3 4,568 6,727 — — ®
&
H.‘*,
242,548 200,152 12,012 10 ﬁ
B
B
The other unsecured loans of the Group bear interest at 1.4% to ~ ANEBE b \EEIFE FIR1.4%E3.2% 1
3.2% (2002: 2.2% to 4.6%) per annum. (ZZZZF : 2.2%%4.6%) FEFTEF o
5 o S
g
22. CREDITORS, DEPOSITS RECEIVED AND ACCRUALS 22. BERER -CSWiZzeREHS
= 9i] <
The ageing analysis of trade creditors is as follows: ENEREHEITOT
Group
rEH
2003 2002
—BE=F —TTF
HK$’000 HK$’000
EBETF T B TFoT
0 — 3 months ZE={@A 172,147 131,791
4 — 6 months mEXNEA 24,016 9,632
Over 6 months ~E A LA E 7,245 4,336
Total trade creditors FETER B R 203,408 145,759
Deposits received and accruals Bz RENER 143,234 145,759

346,642 291,518
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23. OTHER CURRENT LIABILITIES 23. HbRBHERE
Group Company
XEE XA
2003 2002 2003 2002

—EB=H —TET_F ZBB=H —ZTT_F
HK$’000 HK$’000 HK$000 HK$’000
BT T BT T BETFT BT T

Amounts due to associates FEH B & A R FRIE 24,018 24,022 891 891
Employee benefit obligations REBNERE
(Note 27(a)) (KHi#27(a) 4,450 4,450 — —
Other payable H e < IR 9,424 9,424 — —
Obligations under finance leases BMEREMAE 10 31 10 30
37,902 37,927 901 921
92
The amounts due to associates are interest-free, unsecured and [ENEEEARIZEBEARE  EEXFLS
L repayable on demand. RERANFER -
"
E 24. SHARE CAPITAL 24. R
g Number of shares Nominal value
o RGO BE IR EE
[ HK$’000
b BT T
g Authorised: EERA
£ At st January 2003 and RZTZTZ=F—-—HF—HK
’g’ at 31st December 2003 —EE=F+ZRA=+—H
5 Shares of HK$1 each BB B1T 300,000,000 300,000
g
E Issued and fully paid: BERTREHRRAE :
E At Tst January 2003 and R-ZZEE=ZF—AF—BRK

at 31st December 2003 —EE=F+-_A=+—H 243,354,165 243,354
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24.

SHARE CAPITAL (continued)

Share options
Details of the Old Share Option Scheme and New Share Option
Scheme of the Company are as follows:

Old Share Option Scheme

Pursuant to the share option scheme approved by the shareholders
on 26th May 2000 (the “Old Share Option Scheme”), the directors of
the Company may invite employees and directors (other than non-
executive directors) of the Company or any of its subsidiaries from
time to time to take up options to subscribe for shares of HK$1 each
in the capital of the Company. Under the Old Share Option Scheme,
3,950,000 share options were granted. On 23rd May 2003, the Old
Share Option Scheme was cancelled and terminated, but without
prejudice to any share options previously granted prior to such
termination. No option was granted, exercised, cancelled or lapsed
during the year ended 31st December 2003.

The purpose of the Old Share Option Scheme is to provide better
incentives to employees to participate in the growth of the Group.

The maximum entitlement of each participant under the Old Share
Option Scheme would not exceed 25% of the aggregate number of
shares for the time being issued and issuable under the Old Share
Option Scheme.

Upon acceptance of the option, the grantee shall inform the Company
together with a remittance in favour of the Company of HK$1 by
way of consideration for the grant within 21 days from the date of
making offer of option.

Options granted are exercisable 2 years following notification of
entitlement to confirm quantum of options exercisable but in any
event not later than 10 years from the date of grant.

There is no minimum period for which an option must be held before
it can be exercised.

24, BRA (&)

B R
ERRE S RN B R B 2 5
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BERER_ZTTZFRA-+T
HEBMERESS ((ZERRE
FTE)  ARRMEFAEBEAR
AIREAANBRARINEERES
(FERITEFRIN BERERE - R
BAQNRRAPEREESE 1T
2l HE_ZTE_F+-_A=
T—HIE - ZEERESESARY
3,950,000/ fE e - ZERERE
TER-ZE=FRA=-+=HAN
HRELE - BTEeRER LB A
EREECEREIALT HEZZT
T=F+=ZA=1+—H BBHEM
BREER - 17F - BUBSERE -

ZEBRETE 2 BNEERER
NEREZVAEREEEREZHE
B (b PITE 1R 2 B AN R B A B
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EEARBELBRERRR -+ —
AABBARRDBARZFEE T
FTARBUEREMBIEZNE -

PR H 2 B8 A A AT SARY B A0 B A
MERITE  ETABEEZERA
HEZ+ER -

R AR E R R B AT
% o

LAM
SOON
®

ZE=FEH

Annual Report 2003



O
SN

LAM

=

@

ME(EB)BRLA

Lam Soon (Hong Kong) Limited

24.

st Iﬁcember 2003

SHARE CAPITAL (continued)

Share options (continued)

Old Share Option Scheme (continued)

The price per share payable on the exercise of an option is determined
by the directors and being not less than 80% of the average closing
price of a share on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) for the five business days immediately preceding
the date of offer of such option, or the nominal value of one share,
whichever is greater.

New Share Option Scheme

Pursuant to the new share option scheme approved by the
shareholders on 23rd May 2003 (the “New Share Option Scheme”),
the directors of the Company may invite any director (including non-
executive director and independent non-executive director) or
employee of the Company or any of its subsidiaries or any employee
of any of its associated companies (the “Eligible Employee”) to take
up options to subscribe for shares of HK$1 each in the capital of the
Company.

The purpose of the New Share Option Scheme is to motivate the
Eligible Employee and to allow them to participate in the growth of
the Company.

The option price per share payable on the exercise of an option as
determined by the directors and being not less than the higher of (a)
the average closing price of a share as stated in the daily quotation
sheets issued by the Stock Exchange for the five business days
immediately preceding the day of offer of such option and (b) the
closing price of a share as stated in the Stock Exchange’s daily
quotation sheet on the day of offer of such option, which must be a
business day and (c) the nominal value of a share.

The total number of shares available for issue under the New Share
Option Scheme is 20,385,416 which represents 8.38% of the issued
share capital of the Company at the date of this report. The maximum
entitlement for any Eligible Employee is that the total number of
shares issued and to be issued upon exercise of options granted and
to be granted in any 12 months period does not exceed one per
cent. of the relevant class of shares in issue.
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Notes To The Financial Statements (continued
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24. SHARE CAPITAL (continued)

Share options (continued)

New Share Option Scheme (continued)

Upon acceptance of the option, the grantees shall inform the Company
together with a remittance in favour of the Company of HK$1 by
way of consideration for the grant within 21 days from the date of
making offer of option.

There is no minimum period for which an option must be held before
it can be exercised.

No option was granted to any Eligible Employee pursuant to the

New Share Option Scheme for the year ended 31st December 2003.

The New Share Option Scheme will remain in force for a period of
10 years commencing on 23rd May 2003 to 22nd May 2013.
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25. RESERVES 25. f#E
(@) The Group @ *&
Property
revaluation
Share  Capital  reserve Exchange  General ~ Revenue
premium  reserve YI¥EfE  reserve  reserve  reserve Total
ROEE ExfifE RE SNERE -REHE WEREE &t
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$'000
BETT ENTT BEFTr BETT E¥Fr BETT EETR
At 1st January 2002 “2Z-4-A-H
as previously reported NEFER2 &5 428,935 40,814 34401  (53,004) 50,000 38,016 539,162
Prior year adjustment (Note 28) Bl ER 8% (f/7#28) - - - - — 15339 15339
As restated Btk 428,935 40,814 34401  (53,004) 50,000 53,355 554,501
Premium on issue of shares RERERES WA
under share option scheme MR A RN EE 488 - - - - - 488
Transfer from revenue reserve to i B2 7\ YU G 8
capital reserve by subsidiaries  BAERFEE - 549 - - - (549) -
Exchange differences arising T &85 B 2 &
on translation of financial L =N b
statements of overseas RERFELEN
subsidiaries and associates MEZS - — — 7,919 — — 7,919
Profit for the year =ERRN - — - - — 17,701 17,701
At 31st December e Sl 3
2002 +-A=+—-H 429,423 41,363 34,401 (45,085) 50,000 70,507 580,609
Attributable to: RER
Company and subsidiaries AARREMBLR 429,423 41,105 34,401 (44,113) 50,000 32,155 542,971
Associates BERA - 258 - (972) — 34249 33,535
Jointly controlled entity HAEHER - — - - — 4,103 4103
At 31st December e Sl 3
2002 +-A=+—-H 429,423 41,363 34,401 (45,085) 50,000 70,507 580,609
At 1st January 2003 “22=4-A-H
as previously reported NEFMER2 &5 429,423 41,363 34401  (45672) 50,000 58377 567,892
Prior year adjustment (Note 28) B #3% (#f#£2 - - - 587 — 1130 12,717
As restated ERTE 429,423 41,363 34,401 (45,085) 50,000 70,507 580,609
Realisation of property LENS
revaluation reserve on mERNME
disposal of properties Btk - - (4799) - - 4,799 -
Net transfer from capital WBAF
reserve to revenue reserve HEARZEEA
by subsidiaries WERHEFR — (356) — — - 356 —
Exchange differences REBMBRR
arising on translation GillA-UNGI kg
of financial statements of REFMEEN
overseas subsidiaries and NEERB
associates — — — 4,318 — — 4318
Profit for the year REEEM - — - - — 38235 38,235
At 31st December 2003 SEESECAST-F 429423 41,007 29,602 (40,767) 50,000 113,897 623,162
Attributable to: RER :
Company and subsidiaries ~ AZFREMBAT 429423 40749 29602 (39795) 50,000 73,936 563,915
Associates BENT — 258 — (972) — 34,249 33,535
Jointly controlled entity HEEGH e - - — — — 5,712 5,712
At 31t December 2003 SERSETCRST-R 429423 41,000 29602 (40,767) 50,000 113,897 623,162
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Notes To The Financial Statements (continved)

For The Year Ended 31st December 2003

25. RESERVES (continued) 25. f#E (&)

(b)  The Company (b) AAF
Share General Revenue
premium reserve reserve Total
BROEEE —REFEE BERERE &5t
HK$'000  HK$'000  HK$°000  HK$000
BT B FrT E¥FrT BETT
At Tst January 2002 —EE-_F—HF—H
as previously reported NPT 2 WM 48 428,935 50,000 651,922 1,130,857
Prior year adjustment Al B 78 &
(Note 28) (Ktzt28) — — (261) (261)
As restated B51& 428,935 50,000 651,661 1,130,596
Premium on issue of shares iR 8 M 21T 97
under share option scheme B RARE M5 & B 488 — — 488 -
LAM
Loss for the year EFEER — — (8,746) (8,746) SN
At 31st December —TE-F ﬁ
2002 +ZA=+—H 429,423 50,000 642,915 1,122,338 o
i
At Tst January 2003 —EE=F—HF—H B
as previously reported NPT 2 WM 8 429,423 50,000 642,999 1,122,422 !
2
Prior year adjustment Al HA 38 & s
(Note 28) (Kt 28) — — (84) (84) g
o
As restated F1& 429,423 50,000 642,915 1,122,338 5
=
<
Loss for the year EFEER — — (16,804) (16,804)
At 31st December —EE=F
2003 +=A=+—-8H 429,423 50,000 626,111 1,105,534
Notes: ez

RZEE=ZF+=—A=+—HK
/Eﬁ%ﬁ%/ﬂ%ze 111,0007¢ (Z2Z
_E(E@J{é) : ##642,915,0007T) °

(i) The distributable reserves of the Company as at 31st December (i) $
2003 amounted to HK$626,111,000 (2002 (restated):
HK$642,915,000).

(iii)

One of the subsidiaries of the Group entered into a credit

AEE—MBARE-HRTILEE

arrangement with a bank which imposes restriction on its ek - % BT B 2 Bk 8 AR B IR
dividend payments and requires the maintenance of certain debt/ Bl - WERZARHEEBGEL R GER

equity ratio.

According to the applicable law in Taiwan, the Group’s
subsidiaries in Taiwan have to transfer 10% of the annual profit,
if any, to capital reserve. In addition, any capital surplus arising
from gain on disposal of fixed assets included in capital reserve
previously is required to be transferred to revenue reserve during
the year.

(iii)

EFE—EKF -

BB EERITEN - REBK S IEH B
NAEIMFE BT FEREFA10%EERRE
TEERFEEN - LN WAFEEBRE
EERREEPZERBRUTFERREFE
O - ZERBBRDEHER
EEERMMESE -



= " .  Notes:To The Financial Statements (coninvesy B

RIS

nded 31st December 2003

25. RESERVES (continued)

(b) The Company (continued)

BHE2_ZZ

25. f#EB (&)

(b)y F2nF (&)

Notes: (continued) Hat - ()

(iv)  Goodwill and negative goodwill arising from acquisitions of (ivy R-ZZEZ2—-F—-F—B#H
subsidiaries and associates prior to Tst January 2001 which are U B B B8 A~ | Rl &
still carried in reserves of the Group are as follows: AIEETREBEARASE

EHEANEERAEMEH
FlmT
Negative
Goodwill goodwill
[k 3 aEaE
HK$’000 HK$7000
BETFT BETFT
98 Balance as at 1st January and —EE=F—-—H-—-HBK
Vadt at 31st December 2003 t-—RA=t—-H&&% 572 (24,768)
50§0N
" -
24 26. BANK LOANS AND OTHER LIABILITIES 26. RITERKHMEE
o
" Group Company
ﬁ REH ARH
- 2003 2002 2003 2002
& —BB=f -—TT-_F =ZBB=HF —TT_F
) HK$’000 HK$000 HK$7000 HK$000
£ BT T EBETT BETFT BT T
Ei
S Secured bank loans repayable BHEMRITER
g — After one year but — —FREWF
?; within two years NEE 12,000 — 12,000 —
8 — After two years but — MERERSF
E within five years NEE 11,000 — 11,000 —
Unsecured bank loans repayable K iFIR1TE X
— After one year but — —FREWMF
within two years NEE 47,250 64,320 — —
— After two years but — MERERF
within five years NEE — 47,250 — —
Other payable H AR IR
— After one year but — —FREWF
within two years NEE 250 9,424 — —
Obligations under finance MEHEENEE
leases repayable
— After one year but — —FREWF
within two years W& & — 8 — 8
70,500 121,002 23,000 8
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For The Year Ended 31st December 2003

27.

EMPLOYEE BENEFIT OBLIGATIONS

The Group operates a number of staff retirement benefit plans
comprising two defined contribution retirement plans covering its
employees in Hong Kong and two defined benefit retirement plans
covering its employees in Taiwan.

The Group'’s contributions to the defined contribution retirement plan
are based on a specified percentage on the basic salary and completed
years of service of employees. The Group’s contributions under the
principal plan covering its employees in Hong Kong are charged to
the income statement and are reduced by the amount of forfeited
contributions. Any unutilised forfeited balances are set aside as a
reserve held in independently administered funds for any future
potential long service payments payable by the Group. The total
amount of these reserves available for use at the year end date was
approximately HK$1,350,000 (2002: HK$1,174,000).

Under the defined benefit retirement plans, the calculation of the
retirement benefits to the employees is based on years of service and
average monthly salary at the time of retirement. The Group's
contributions to the defined benefit retirement plans are calculated
as certain percentages of salaries paid to employees and charged to
the income statement as incurred. The assets of the plans are held
separately from those of the Group in a central fund administered by
the relevant government body in Taiwan.

In addition to the retirement plans operated by the Group, the Group
is required to contribute respectively to Mandatory Provident Fund
and central pension plans for certain Group’s employees in Hong
Kong and the People’s Republic of China based on applicable rates
of monthly salary in accordance with government regulations.

27. BRERAER

AEBERBZARERKENG
J'ﬁ¢@%ﬁ@%§%ﬁﬁkf

WE@EWEAkMWmﬁhﬂ
REHE -

NEBEH FERETURIRETEIM
NiZEEBNEAFERRBFEN
—HTEESERHE - T&%TET
REBABRBEENHIERLE
a%%#*%%&&%ﬁ%¢ﬂ¢

o AT fa] K B FA M 48 U2 UL A 4 5K
%@E%%%ﬁ'ﬁm—%ﬁ%ﬁ
MESEE  ARINEAEERE
ARSI RARES - REER
ZEREBEOUBRALENAREE
1,350,000 (ZZEZT = F : B
1,174,0007T) °

EEBRBMEARTET - EBEHER
PRI FAR B AR 75 F & RAR K I 69 F
B RAFE - ARERZERRN
aHEI A H R TIIR IR A B B I #r
TR —BDRFE  UEZRLER
RRERFPIIAER - ZFFHEH
BEWNAAKEENEERAE
B hhe BB RBRABAMmE R
MAPRESRBRE -

BRAER B DA B AR ST R IRET B4 -
AEEBEREERAERPEARHK
MBI REE T8 8D 535K T 38 5
A RPRAES - REBRF
MO HRERAFTE -
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27. EMPLOYEE BENEFIT OBLIGATIONS (continued)

HE

,J¥+7ﬁ,+*EIJJ:J¥l§

27. EERANERE ®)

(@) Short-term employee benefit (@@ EHEIEA
Group
&
2003 2002
—EE=F —ET-F
HK$’000 HK$’000
BT T T
Unclaimed annual leave HEER 4,450 4,450
(b) Defined benefit retirement plans (b) EBEBFRKEE

The Group makes contributions to two defined benefit plans
that provide pension benefits for employees in Taiwan.

(i) The amount recognised in the balance sheet is as follows:

7R % 8] [7) 9 7R 7E B A AR K
FHEIEHR R - ZEFREIR
HeB2RBEERAKS®EN -

i), REEREXRTCER

ZEEENT
Group
rEE
2003 2002
—BE2=F —EET_HF
HK$’000 HK$’000
BT T B TFT
Present value of funded TEET 4R 1
obligations BERE 23,204 18,584
Fair value of plan assets BRARESCEELAFEE (9,781) (7,378)
Net unrecognised RERFHELZ
actuarial losses EE E1E (4,896) (2,563)

8,527 8,643




Notes To The Financial Statements (ontinved B

For The Year Ended 31st December 2003 HE=-ZTZ

27. EMPLOYEE BENEFIT OBLIGATIONS (continued) 27. RERAEE @
(b)  Defined benefit retirement plans (continued) (b) EHBEBARIANGE (B
(i) Movements in the net liability recognised in the balance (i) REEBBEXRPEHER
sheet are as follows: ZRBEEHOT :
Group
rEH
2003 2002
—22=F s
HK$’000 HK$7000
BYFT BT T
At 1st January —HA—H 8,643 7,202
Contributions paid to mE S 4%
the fund k) (2,299) (616)
Expense recognised in R REXPEER 101
the income statement ZBR 2,022 1,736
Exchange differences SNEE ZE R 161 321
At 31st December +—-A=+—H 8,527 8,643 ﬁ
H,
il
(ili) Expense recognised in the income statement is as follows: (i) RUARKRTPEERZE ﬁ
FREAmT : !l
Group §
o
xEH &
2003 2002 E
—BB=f& g g5 |5
HK$’000 HK$7000
B TFT BT T
Current service cost B FRB KA 1,562 1,325
Interest cost M B 713 663
Expected return on A2 EERY
plan assets 5] ¥R (295) (252)
Amortisation of loss &5 15 5 55 42 —
2,022 1,736
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27. EMPLOYEE BENEFIT OBLIGATIONS (continued) 27. RERNER @)
(b) Defined benefit retirement plans (continued) (b) TEBEBFERMAKEE (&)
(ili) Expense recognised in the income statement is as follows: (i) RERKRPEERZE
(continued) RBA@mT - (&)
The expense is recognised in the following line items in ZEREAETIIRER
the income statement: ERPWER
Group
rEM
2003 2002
—EE=F —ETCF
HK$7000 HK$7000
BETF T EMF T
102 Cost of sales 85 B AR 1,312 1,156
Selling and distribution 4% J% # &4
slggl‘! expenses & A 96 76
- Administrative expenses 1T & A 614 504
2,022 1,736

ME(EB)BRLA

Lam Soon (Hong Kong) Limited
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27. EMPLOYEE BENEFIT OBLIGATIONS (continued) . EEENNEE ©)

(b)  Defined benefit retirement plans (continued) (b) TEBEBFERAEE (E)

(iv)  The cost of the plans to the Group is calculated based (iv) NEBGFAEZSTEK
upon funding recommendations arising from actuarial RIDVBRBEMEZHR
valuations. Details of the latest actuarial valuations of BE o REBRMZIBE
the plans are as follows: HEFBEHINOT :

Name of subsidiaries which operate the plans Lam Soon Industries Inc. Lam Soon Ball Yamamura Inc.

RUGFEAZHBELT LR

ERIXROARAF

BEREROARLF

Latest actuarial valuation

31st December 2003

31st December 2003

sHEEFEA —RF=f+t-A=t-H —ERF=Ft-A=t1-H
Actuaries KPMG Business Advisory KPMG Business Advisory
EER Services Co., Ltd. Services Co., Ltd
ZEOEEERNERAA ZREXEERNERAA
Discount rate at 31st December 3.5% (2002: 3.75%) 3.5% (2002: 3.75%) 103
TZRA=+-AFAX
Expected rate of return on plan assets 3.5% (2002: 3.75%) 3.5% (2002: 3.75%)
BUESEERNEER
Future salary increases 0% (2002: 0%) 0% (2002: 0%) ﬁ
FRFEBEE “
Future pension increases 0% (2002: 0%) 0% (2002: 0%) W
ARRKEHRE N
Market value of plan assets at 6,600 (2002: 4,500) 3,200 (2002: 2,900) -
date of valuation (HK$'000) g
RAESEEATEE H
(£%F ) £
Asset market valuation as a percentage 46% (2002: 39%) 35% (2002:41%) é
<

of the present value of past service
liabilities

SEEETEERRB
ERBEEZRE
BEZBOK

Note: The differences between the market values of the plans’
assets and the present value of the accrued past services
liabilities at the date of an actuarial valuation are taken
into consideration when determining future funding levels
in order to ensure that the plans will be able to meet
these liabilities as they become due.

Mfat - EEERREREARRZE T8
WERINPZAER  ZSHEEE
2B ERANBEAERATED
BERGABE.AEEERNZEZRE
T AR R e
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27. EMPLOYEE BENEFIT OBLIGATIONS (continued) 27. EEBANEAE &)
(c) Equity compensation benefits (0 BRAFBEMER
Details of movements of share options: BRENESHOT :
Lam Soon
Food
Industries
Limited Flourtech
The Company EIER® International
ARR IXERAH Holdings
(“LSHK”) (“LSF”) Limited Total
(BEEE]) ((HERS]) (“FIHL") &&t
Balance at 1st January —FE_F
2002 —A—H#&% 1,094,605 178,909 270,000 1,543,514
104 Issued i 3,950,000 — — 3,950,000
Exercised Rt (1,094,605) — —  (1,094,605)
LAM Lapsed YERE — (178,909) — (178,909)
SOON
E Balance at 31st December —ETE-F+-A
B 2002 =t+—H#&#% 3,950,000 — 270,000 4,220,000
T
”
Yo Balance at 1st January —EE=F
1 2003 —A—H#&% 3,950,000 — 270,000 4,220,000
" Lapsed YERE — — (270,000) (270,000)
Balance at 31st December —EE=F+_H
2003 =+ —B#&% 3,950,000 — — 3,950,000

Lam Soon (Hong Kong) Limited
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27. EMPLOYEE BENEFIT OBLIGATIONS (continued) 27. RERBANEE (&)
(c) Equity compensation benefits (continued) (0 BEBMBER (&)
Terms of share options at balance sheet date: A E B e R R 1R

Number of share options

BREIBRAZBE
Name of Exercise
company Date of grant Exercise period price 2003 2002
DNRER ERAH AT THEREE —T2=Ff _TT_F
HKS$
BT
LSHK 5th June 2002 2 years following notification of 2.530 3,950,000 3,950,000
HIEE# ZTT-F entitlement to confirm quantum of
NARH options exercisable but in any
event not later than 10 years from 105
the date of grant
RTBREYE 2 BMARL
MER ETEBBERR
RERZTEA ﬁ
FIHL Tst February 1993 1st February 1993 to 31st January 2003 1.000 — 180,000 -
(Note) -ANZE -AN=%=B-REZ o
(Hit) —R—H —RF=%-A=t-H 'Ii*‘ll*
2nd February 1993 2nd February 1993 to 1st February 2003 1.000 - 90,000
“AAZF ~AMZF=AZRE g
—AZH —ET=§_A-H £
Note: Pursuant to the terms of the share option scheme of FIHL, all A/ 7F  RIEBEFIHLET A 2 BB IR A 8] 2 15 Tgu
share options granted on 1st February 1993 and 2nd February FoREFEANMBR-—AN=ZFZ E
1993 were lapsed during the year. A—BR—AN=F-ZAZAELHZ

A 1FRE -
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T ed21st December 2003
AR =

28.

PRIOR YEAR ADJUSTMENT

In previous years, deferred taxation was calculated under the liability
method in respect of the taxation effect arising from all material
timing differences between the accounting and tax treatment of
income and expenditure, which were expected with reasonable
probability to crystallise in the foreseeable future. Deferred tax assets
were not recognised unless their realisation was assured beyond
reasonable doubt.

With effect from 1st January 2003, in order to comply with SSAP 12
(revised) “Income Taxes” issued by the HKSA, the Group adopted a
new accounting policy for deferred tax retrospectively and accordingly
restated the opening balances of the following items as at Tst January
2002 and 2003.

(@  The Group

28.

IR

EUAFE - BERIBZRESRER
REREEEzEENEEARE
FTERERIERART HEREZR
Frol Gk R - RBITHEE
BEUBREELER - BEFHIEE
ERSEABRENERK T
R o
HZZTE=F—F—H KRB
HEBEMASEM BT ER
AERIE125% (BT %) [FT1EHE] -
EETRMAHECHRE K
RAFBPHS - WAEEMES =
TE_FRZZFEE=F—HF—HT
HWIE B 2 B #E e

(@ ZF&EH

At 1st January 2003 At Tst January 2002

—EE2=f-f-H —TT-_F—A—H
HK$’000 HK$’000
BETF T B TFoT
Increase in % m
— Deferred tax assets — EERBEE 25,320 29,340
— Deferred tax liabilities — EEHRBEERE (12,259) (13,687)
Decrease in interest in a ERZEG EEER
jointly controlled entity R (37) (37)
Increase in exchange reserve  SMNE & 1% A1 (587) —
Increase in revenue reserve U5 R A 1S N (12,130) (15,339)
Increase in minority interests 4 BUR R 2 #3210 (307) (277)
(b)  The Company (b) ARAF
At 1st January 2003 At 1st January 2002
—EE=-f-HF—-H —TT-_H—A—H
HK$’000 HK$’000
BT T B TFT
Increase in deferred BRI
tax liabilities BEMEM (84) (261)
Decrease in revenue reserve Wz fEE AR 84 261
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29. COMMITMENTS

(@ As at 31st December 2003, the Group had commitment to
make payment in respect of guaranteed profits payable to the
joint venture partners under a joint venture agreement amounted
to HK$3,293,000 (2002: HK$4,253,000) in aggregate over the
unexpired term of the joint venture agreement of three years.
In return, the Group is entitled to all the residual profits of the
joint venture.

29. &IEEHE

(@)

RZBEE=F+ZA=+—
H AEEREBESZERED
HAREAELERER
EELEBHBEHRRIEN=
FFHANATERENBEE X
75 #3,293,000T ( ZEE =
& : B ¥4,253,0000T ) ° i
Ut & & 1 X8 F R R B A iR
B EEERAER -

(b)  The Group had the following commitment not provided for in b)) TXEEBEHEEREUTER
the financial statements at the balance sheet date: AER R B REKF
Group
rEE
2003 2002
—se=f -—TT-%
HK$’000 HK$’000
EBETT T
Authorised capital expenditure  B# AW B A2 BRI H
and contracted for 68 16,150
(c)  Forward foreign exchange contracts (c) BHMEEHN
The notional amounts of the Group’s forward foreign exchange REENEBINES DO
contracts are as follows: ST
Group
rEE
2003 2002
—se=f -—TT-%
HK$’000 HK$’000
EBETT T T

Forward foreign EHIIMES K
exchange contracts

173,198 -

107
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30. CONTINGENT LIABILITIES

(a)

As at 31st December 2003, the Company had contingent
liabilities in respect of guarantees given by the Company to
banks to secure banking facilities granted to certain subsidiaries
of which amount utilised by the subsidiaries amounted to
HK$182,286,000 (2002: HK$172,030,000).

As at 31st December 2003, the Group had contingent liabilities
in respect of several guarantees given to banks to secure banking
facilities of a jointly controlled entity to the extent of
HK$45,544,000 (2002: HK$38,623,000).

As at 31st December 2003, the Group sold to financial
companies its notes receivable with recourse, which amounted
to HK$14,004,000 (2002: HK$35,239,000).

As at 31st December 2003, the Group committed to supply
34.4 million (2002: 14.7 million) aluminium cans to a customer
in Taiwan at a fixed price. Such commitment was covered by a
bank guarantee issued to the customer, which amounted to
approximately HK$6,589,000 (2002: HK$2,684,000). The
Group had contingent liabilities arising from counter indemnity
given to the bank in respect of such guarantee.
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RELATED PARTY TRANSACTIONS

Apart from the transactions as disclosed in Notes 20, 23 and 30(b) to
the financial statements, the Group had the following material
transactions with its related parties during the year:
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2003 2002
—ET=F —EE-F
Related party Nature of transactions Notes HK$’000 HK$’000
FHEAL ZHNE it &t BEFT BT T
Jomtly controlled entity Purchases of small package oil (i) 4,586 3,004
HE £ (8 B2 BE/NBERM
Sales of aroma oil (if) 58,262 18,672
BWHIEE
Sales of detergent products (ii) — 3,216
BEMAMEE
Transfer of machines (ii) 1,200 —
Heas R
Bottling and refinery income
of small package oil (iii) 32,727 40,517
NER RO K R RREA
Advertising and promotion income (iii) — 3,000
EEREGKA
Management fee income (iii) 2,000 3,000
ERERA
Royalties received for the
use of trademarks (iv) 14,810 22,499
PR AR B A
GIMC Limited (“GIMC”) Management fee expenses (v) 1,647 -
EEEX N
Notes: 5t

(i)
(i)
(iii)

Purchases of small package oil were carried out at cost plus a
percentage of profit mark-up.

Sales of aroma oil and detergent products and transfer of machines
were made with reference to the market price.

Bottling and refinery income of small package oil, advertising,
promotion and management fee income were determined on the basis
of the cost and the amount of services performed by the Group.

Under the trademark licence agreement, the royalties received for the
use of the trademarks are calculated based on a percentage as may be
agreed between the parties from time to time of the gross sales value
of licensed products sold by the licensee within Hong Kong and Macau.

GIMC is an indirect wholly-owned subsidiary of Hong Leong Company
(Malaysia) Berhad (“HLCM”), a substantial shareholder which is deemed
to be interested in 63.5% shareholdings in the Company pursuant to
Part XV of the Securities & Futures Ordinance. Pursuant to the service
agreement signed between the Company and GIMC, the Company
should pay a monthly fee of HK$50,000 and an annual fee equal to
3% of the annual consolidated profits before tax of the Company for
the relevant financial year. The service agreement is for a term of half
year from Tst July 2003 to 31st December 2003 and thereafter shall be
automatically renewable on the same terms, for additional consecutive
terms of one year each, unless either party provides the other with
prior written notice of at least six months.
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Lam Soon (Hong Kong) Limited

32. SEGMENT REPORTING

Business segments
The Group principally operates in five segments and the specific
products of each segment are as follows:

(1) Food — Manufacturing and distribution of a broad
range of food products including flour,
edible oils, vegetable fats, frozen dough and
other processed foods for the catering
industries

(2) Detergent — Manufacturing and distribution of household
cleaning products including liquid dish
washing detergent, laundry powder, fabric
softener and floor cleaner

(3) Packaging — Manufacturing and supply of easy-open-
ends and two-piece aluminium cans for
beverage industry

(4) Distribution — Trading and distribution of a wide range of
products such as flour, detergent, bakery,
frozen food, drinks and agency products in
Hong Kong

(5) Bulk trading — Trading of edible oils and grains

All other operating segments represent the operating segments which
do not meet the quantitative threshold for determining reportable
segments. These include investment holding, Internet service and
property holding activities.
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Notes To The Financial Statements (continued)

For The Year Ended 31st December 2003

32. SEGMENT REPORTING (continued) 32. EW|E (&)
Geographical segments i & 5 &
The Group's business is managed on a worldwide basis, but AREBHMEKSHRMEN  BFE
participates in three principal geographical areas: EhR={EE :
(1) Mainland China — Manufacturing and distribution of flour, (1 HEKRKE — EXDHEE
edible oils, detergent and packaging L7 - |
products BRAmMEBE
7 fn
(2) Hong Kong — Trading and distribution of flour, detergent, 2 &HE — BEERODHM
bakery, frozen food, drinks and agency W E R A
products m MER
W RARR
mo R R
AR 111
(3) Taiwan — Manufacturing and supply of easy-open- 3) A#E — HENMME
ends and two-piece aluminium cans for [ZHE | KM 0
beverage industry Rt o R ’
m LEEM b
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32. SEGMENT REPORTING (continued)

32. DEHE (&)

2003 —EE=F
(A)  Business segments (A XB2E
Inter-segment
Bulk elimination
Food  Detergent  Packaging Distribution trading Others ~ ZAHE Consolidated
RF  RERR REER ERAE  HEE3 A fis G4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B¥Fr  BETn  ERTR  EETn BETn BT BETn BETx
i) Revenue WA
Revenue from HHRE
external customers WA 1,118,390 61,426 523,252 331,434 198 1,662 — 2,036,362
Inter-segment sales AP
BEE 17499 26,611 - 3,658 1470 6437 (213,169) -
Other revenue EtMA 976 - 497 299 - 2,619 - 4391
Total revenue LGN 1,294,359 88,037 523,749 335,391 1,608 10,718 (213,169) 2,040,753
(i) Segment results AH%E 7,675 (2,188) 40,020 61,719 (2,499) (44,503 ) — 60,224
Net interest expenses FHELH (11,046
Release of negative goodwill AHENER - - - - - 9,976 - 9,976
Share of results of a jointly SR
controlled entity EEngE 2017 - - - - - - 2,017
Taxation B 19,668)
Minority interests YERRES (3,268)
Profit attributable to shareholders B E1E A 38,235
(ili) Depreciation and amortisation RERHNE
for the year R&# 39,183 2,808 16,776 996 1718 11,266 - 70,747
(iv) Provision for doubtful debts REERE 3,191 44 2,367 548 — 186 — 6,336
(V) Segment assets ABEE 928,841 33,042 523,002 71,982 34162 105,009 — 1,696,038
Interests in jointly controlled AR
entity and associates BEREE
NAERE 55576 - - - - 24,581 - 80,157
Unallocated assets ROMEE 43,645
Total assets ZEE 1,819,840
(vi) Segment liabilities AHEE 250,603 21,021 135,860 19,498 1,144 49,934 — 478120
Unallocated liabilities AARAE 409,045
Total liabilities gk 887,165
(vii) Capital expenditure incurred RERER
during the year X it 33,266 1167 6,610 1,586 - 400 - 83,09
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32. SEGMENT REPORTING (continued) 32. FEWE (&)
2003 (continued) ZE22=HF (&)
(B)  Geographical segments (B) HEDI
Mainland
China  Hong Kong Taiwan Consolidated
T B KR 58 =¥ | o)

HK$7000 HK$7000 HK$7000 HK$7000
BEFT BEFT BEFT BEFT

Revenue from external HINEFE
customers A 1,380,387 358,764 297,211 2,036,362

Segment assets NEEE 1,125,326 300,955 393,559 1,819,840

Capital expenditure incurred = FEE R 113
during the year gy 39,145 2,521 1,363 43,029
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32. SEGMENT REPORTING (continued) 32. 7EWHE &)
2002 (Restated) —EEF (BENR)
(A) Business segments (A XB2E
Inter-segment
Bulk elimination
Food  Detergent  Packaging Distribution trading Others ~ ZAHE Consolidated
&R FERR  GRER ERAE  HERES it M &8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
E¥Trn  EETn  BETn  EETn EBETn BETn BETn BEFR
i) Revenue WA
Revenue from HHRE
external customers WA 1,026,277 54,076 474,503 344,459 6,876 2,153 — 1,908,344
Inter-segment sales AP
MEE 209,961 24,604 - 5,038 1,203 6,344 (247,210) —
Other revenue g1 0N 6,348 265 1,035 3,502 - 4357 - 15,507
Total revenue ARN 1242586 79005 475338 352,999 8,079 12,854 (247210) 1,923,851
(i) Segment results SBEE 31291 (2,186) 21,763 55,152 (3,072) (53,699 — 49,051
Net interest expenses FHEXE (13,761)
Release of negative goodwill AEENER - - - - - 6,382 - 6,382
Share of results of a jointly EELR
controlled entity BHlER
GIES 1,366 - - - - - - 1366
Taxation B (23,571)
Minority interests YeRFRER (1,766)
Profit attributable to shareholders — BXR FE 1 %7l 17,701
(iii) Depreciation and amortisation REENE
for the year REH 30477 1983 15479 615 1766 12,034 — 70354
(iv) Provision for doubtful debts REER 1373 1 49 453 - - - 1,876
(V) Segment assets AHEE 1,078,662 35,728 484,700 70,954 35,484 53,962 — 1,759,490
Interests in jointly controlled LR
entity and associates Lt
NAERE 53,967 - - - - 24,581 - 78,548
Unallocated assets AAREE 48,188
Total assets BEE 1,886,226
(Vi) Segment liabilities ABEE 41450 17,890 95,429 17,051 1,638 31,255 — 577,804
Unallocated liabilities AORER 422,53
Total liabilities gk 1,000,336
(vii) Capital expenditure incurred RERER
during the year Fi 61,019 483 1726 1,508 - 309 - 65,045
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For The Year Ended 31st December 2003

32. SEGMENT REPORTING (continued) 32. FEWE (&)
2002 (Restated) (continued) —EERE-F(EN®) (A)
(B)  Geographical segments (B) HEDI
Mainland
China  Hong Kong Taiwan Consolidated
T B KR 58 =% | o)

HK$7000 HK$7000 HK$7000 HK$7000
BEFT BEFT BEFT BEFT

Revenue from external HINE P
customers N 1,247,368 388,076 272,900 1,908,344
Segment assets DEMEE 1,160,224 226,442 499,560 1,886,226
Capital expenditure incurred R FEER 115
during the year X 61,785 1,823 1,437 65,045
33. COMPARATIVE FIGURES 33. LB EF ﬁ
. N #
Certain comparative figures have been restated following the adoption ETHEEFEENRDER - UEEE i
of the revised SSAP 12 as set out in Note 1(a) above. REFEERMZEET 2B EBHE o
AISE125% - kB EBESHN :
iz 1(a)
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