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Annual Report ¢ F 3 2003

Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(c)

Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
(which includes all applicable Statements of Standard Accounting
Practice and Interpretations) issued by the Hong Kong Society of
Accountants, accounting principles generally accepted in Hong
Kong and the requirements of the Hong Kong Companies
Ordinance. These financial statements also comply with the
applicable disclosure provisions of the Rules Governing the Listing
of Securities on the Main Board of The Stock Exchange of Hong
Kong Limited (“SEHK”). A summary of the significant accounting
policies adopted by the group is set out below.

Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial
statements is historical cost modified by the revaluation of land
and buildings as set out in note 1(g).

Subsidiaries and controlled enterprises

A subsidiary, in accordance with the Hong Kong Companies
Ordinance, is a company in which the group, directly or indirectly,
holds more than half of the issued share capital, or controls more
than half of the voting power, or controls the composition of the
board of directors. Subsidiaries are considered to be controlled if
the company has the power, directly or indirectly, to govern the
financial and operating policies, so as to obtain benefits from their
activities.

An investment in a controlled subsidiary is consolidated into the
consolidated financial statements.

Intra-group balances and transactions, and any unrealised profits
arising from intra-group transactions, are eliminated in full in
preparing the consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated in the same
way as unrealised gains, but only to the extent that there is no
evidence of impairment.

In the company’s balance sheet, an investment in a subsidiary is
stated at cost less any impairment losses (see note 1(j)).
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

(e)

Associates

An associate is an entity in which the group has significant
influence, but not control or joint control, over its management,
including participation in the financial and operating policy
decisions.

An investment in an associate is accounted for in the consolidated
financial statements under the equity method and is initially
recorded at cost and adjusted thereafter for the post acquisition
change in the group’s share of the associate’s net assets. The
consolidated income statement reflects the group’s share of the
post-acquisition results of the associates for the year, including
any amortisation of positive or negative goodwill charged or
credited during the year in accordance with note 1(e). When the
group’s share of losses exceeds the carrying amount of the
associate, the carrying amount is reduced to nil and recognition
of further losses is discontinued except to the extent that the group
has incurred obligations in respect of the associate.

Unrealised profits and losses resulting from transactions between
the group and its associates are eliminated to the extent of the
group’s interest in the associate, except where unrealised losses
provide evidence of an impairment of the asset transferred, in
which case they are recognised immediately in the income
statement.

In the company’s balance sheet, an investment in an associate is
stated at cost less any impairment losses (see note 1(j)).

Goodwill

Positive goodwill arising on consolidation represents the excess
of the cost of the acquisition over the group’s share of the fair
value of the identifiable assets and liabilities acquired. Positive
goodwill is amortised to the consolidated income statement on a
straight-line basis over its estimated useful life. Positive goodwill
is stated in the consolidated balance sheet at cost less any
accumulated amortisation and any impairment losses (see note
10G).
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Notes on the Financial Statements B8k ki &
For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued) 1.
(e) Goodwill (Continued)

TEEHER (#)
(e) HE (&)

In respect of acquisitions of associates, positive goodwill is
amortised to the consolidated income statement on a straight-
line basis over its estimated useful life. The cost of positive goodwill
less any accumulated amortisation and any impairment losses
(see note 1(j)) is included in the carrying amount of the interest
in associates.

Negative goodwill arising on acquisitions of subsidiaries represents
the excess of the group’s share of the fair value of the identifiable
assets and liabilities acquired over the cost of the acquisition. To
the extent that negative goodwill relates to an expectation of future
losses and expenses that are identified in the plan of acquisition
and can be measured reliably, but which have not yet been
recognised, it is recognised in the consolidated 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
consolidated income statement over the weighted average useful
life of those non-monetary assets that are depreciable/amortisable.
Negative goodwill in excess of the fair values of the non-monetary
assets acquired is recognised immediately in the consolidated
income statement.

In respect of any negative goodwill not yet recognised in the
consolidated income statement, such negative goodwill is shown
in the consolidated balance sheet as a deduction from assets in
the same balance sheet classification as positive goodwill.

On disposal of a subsidiary or an associate during the year, any
attributable amount of purchased goodwill not previously amortised
through the consolidated income statement is included in the
calculation of the profit or loss on disposal.
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Notes on the Financial Statements Bt &R R M=

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

Other investments in securities

The group’s policies for investments in securities other than

investments in subsidiaries and associates are as follows:

(i)

(ii)

Investments held on a continuing basis for an identified long-
term purpose are classified as investment securities.
Investment securities are stated in the balance sheet at cost
less any provisions for diminution in value. Provisions are
made when the fair values have declined below the carrying
amounts, unless there is evidence that the decline is
temporary, and are recognised as an expense in the income
statement, such provisions being determined for each
investment individually.

Profits or losses on disposal of investments in securities are
determined as the difference between the estimated net
disposal proceeds and the carrying amount of the investments
and are accounted for in the income statement as they arise.

(g) Fixed assets

(@)

Fixed assets are carried in the balance sheets on the following
bases:

— land and buildings held for own use are stated in the
balance sheet at their revalued amount, being their open
market value at the date of revaluation less any
subsequent accumulated depreciation (see note 1(i)).
Revaluations are performed by qualified valuers with
sufficient regularity to ensure that the carrying amount
of these assets does not differ materially from that which
would be determined using fair values at the balance
sheet date; and

—  plant, machinery and other fixed assets are stated in
the balance sheet at cost less accumulated depreciation
(see note 1(i)) and impairment losses (see note 1(j)).

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)
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Annual Report ¢ F 3 2003

Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

SIGNIFICANT ACCOUNTING POLICIES (Continued)
(g) Fixed assets (Continued)

(ii) Changes arising on the revaluation of land and buildings held
for own use are generally dealt with in reserves. The only
exceptions are as follows:

— when a deficit arises on revaluation, it will be charged
to the income statement, if and to the extent that it
exceeds the amount held in the reserve in respect of
that same asset immediately prior to the revaluation;
and

— when a surplus arises on revaluation, it will be credited
to the income statement, if and to the extent that a deficit
on revaluation in respect of that same asset had
previously been charged to the income statement.

(iii) Subsequent expenditure relating to a fixed asset that has
already been recognised is added to the carrying amount of
the asset when it is probable that future economic benefits,
in excess of the originally assessed standard of performance
of the existing asset, will flow to the enterprise. All other
subsequent expenditure is recognised as an expense in the
period in which it is incurred.

(iv) Gains or losses arising from the retirement or disposal of a
fixed asset are determined as the difference between the
estimated net disposal proceeds and the carrying amount of
the asset and are recognised in the income statement on
the date of retirement or disposal. On disposal of land and
buildings, any related revaluation surplus is transferred from
the revaluation reserve to retained profits.

(h) Operating lease charges

Where the group has the use of assets under operating leases,
payments made under the leases are charged to the income
statement in equal instalments over the accounting periods
covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from
the leased asset. Lease incentives received are recognised in the
income statement as an integral part of the aggregate net lease
payments made. Contingent rentals are charged to the income
statement in the accounting period in which they are incurred.
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

62

1. SIGNIFICANT ACCOUNTING POLICIES (Continued) 1. EEEFHBEX (&)
(i) Depreciation (i) #E

Depreciation is calculated to write off the cost or valuation of fixed IrERIERRBE T EENTERT 1] AR ITFHE

assets over their estimated useful lives as follows: H ARG hE - 5FE AT ¢

- land use rights are amortised on a straight-line basis over — T RARERERABRAESREH
the period of the grant; 3

- buildings are depreciated on a straight-line basis over the — BEYIREFRFR (BER A
shorter of their estimated useful lives, being 20 years from RBET 20 F) sk shTEEHIRE R AVER
the date of completion, and the remaining period of the land SHIRE - MERAERE &
use rights; and

—  other fixed assets are depreciated on a straight-line basis — HtBEEEER NEE A AFRN
over their estimated useful lives as follows: BEEATTEIE
Leasehold improvements Over the period of the lease
HEMERE R ER
Plant and machinery 5to 10 years
TEEE R 5F 104
Office equipment, furniture and fixtures 5to 10 years
MAERE RARBEEEE 5104
Motor vehicles 3to 10 years
e 3ZE10%F

(j) Impairment of assets () EBEERE

Internal and external sources of information are reviewed at each
balance sheet date to identify indications that the following assets
may be impaired or an impairment loss previously recognised no
longer exists or may have decreased:

— fixed assets (other than properties carried at revalued
amounts);

— investments in subsidiaries and associates; and

—  positive goodwill.

If any such indication exists, the asset’s recoverable amount is
estimated. An impairment loss is recognised in the income

statement whenever the carrying amount of such an asset exceeds
its recoverable amount.
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

()]

(k)

Impairment of assets (Continued)
(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 an asset does not generate cash inflows
largely independent of those from other assets, the
recoverable amount is determined for the smallest group of
assets that generates cash inflows independently (i.e. a cash-
generating unit).

(ii)  Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss
is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount. An
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 losses is limited to the asset’s
carrying amount 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.

Inventories

Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and
comprises all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present location
and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

0}

(m)

Inventories (Continued)

When inventories are sold, the carrying amount of those inventories
is recognised as an expense in the period in which the related
revenue is recognised. The amount of any write-down of inventories
to net realisable value and all losses of inventories are recognised
as an expense in the period the write-down or loss occurs. The
amount of any reversal of any write-down of inventories, arising
from an increase in net realisable value, is recognised as a
reduction in the amount of inventories recognised as an expense
in the period in which the reversal occurs.

Cash equivalents

For the purpose of presentation in the balance sheets, cash
equivalents comprise cash at bank and on hand, demand deposits
with banks and other financial institutions, and short-term, highly
liquid investments that are readily convertible into known amounts
of cash and which are subject to an insignificant risk of changes
in value, having been within three months of maturity from the
balance sheet date. For the purposes of the cash flow statement,
cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible
into known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within three
months of maturity at acquisition. Bank overdrafts that are
repayable on demand and form an integral part of the group’s
cash management are also included as a component of cash and
cash equivalents for the purpose of the cash flow statement.

Employee benefits

(i) Salaries, annual bonuses, paid annual leave, leave passage
and the cost to the group of non-monetary benefits are
accrued in the year in which the associated services are
rendered by employees of the group. Where payment or
settlement is deferred and the effect would be material, these
amounts are stated at their present values.

(ii) Contributions to Mandatory Provident Funds as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance, are recognised as an expense in the income
statement as incurred, except to the extent that they are
included in the cost of inventories not yet recognised as an
expense.
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #t
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Notes on the Financial Statements Bt &R &M =

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m) Employee benefits (Continued)

(iii)

(iv)

Subsidiaries incorporated in the People’s Republic of China
(“PRC") participate in the retirement schemes operated by
the local authorities for employees in the PRC. Contributions
to these schemes are charged to the income statement when
incurred.

The group’s net obligation in respect of defined benefit
retirement plans is calculated separately for each plan by
estimating the amount of future benefit that employees have
earned in return for their service in the current and prior
periods, that benefit is discounted to determine the present
value, the fair value of any plan assets is deducted. The
discount rate is the yield at the balance sheet date on high
quality corporate bonds that have maturity dates
approximating the terms of the group’s obligations. The
calculation is performed by a qualified actuary using the
projected unit credit method.

When the benefits of a plan are improved, the portion of the
increased benefit relating to past service by employees is
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.

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 cumulative unrecognised net actuarial losses and
past services costs and the present value of any future
refunds from the plan or reductions in future contributions
to the plan.
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m) Employee benefits (Continued)

(v)

(vi)

When the group grants directors or employees options to
acquire shares of the company at a nominal consideration,
no employee benefit cost or obligation is recognised at the
date of grant. When the options are exercised, equity is
increased by the amount of the proceeds received.

Termination benefits are recognised when, and only when,
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 possibility of withdrawal.

(n) Income tax

(0

(ii)

(iii)

Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are
recognised in the income statement except to the extent that
they relate to items recognised directly in equity, in which
case they are recognised in equity.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the balance sheet date, and any adjustment to tax payable
in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.

1.
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Notes on the Financial Statements B8k ki &
For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued) 1.

(n) Income tax (Continued)

TEEHER (#)
() FrEH (&)

(iii) (Continued) (i) (%)

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred
tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing
taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable
entity, and are expected to reverse either in the same period
as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the
deferred tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing
taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and credits,
that is, those differences are taken into account if they relate
to the same taxation authority and the same taxable entity,
and are expected to reverse in a period, or periods, in which
the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
goodwill not deductible for tax purposes, negative goodwill
treated as deferred income, the initial recognition of assets
or liabilities that affect neither accounting nor taxable profit
(provided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries
to the extent that, in the case of taxable differences, the group
controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in
the case of deductible differences, unless it is probable that
they will reverse in the future.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(n) Income tax (Continued)

(iii) (Continued)

(iv)

The carrying amount of a deferred tax asset is reviewed at
each balance sheet date and is reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes
probable that sufficient taxable profit will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each other
and are not offset. Current tax assets are offset against current
tax liabilities, and deferred tax assets against deferred tax
liabilities if, and only if, the company or the group has the
legally enforceable right to set off current tax assets against
current tax liabilities and the following additional conditions
are met:

— in the case of current tax assets and liabilities, the
company or the group intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each future
period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis
or realise and settle simultaneously.

1. EEEFEE (&)
(n) FREH (&)

(iii)

(iv)
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Notes on the Financial Statements B8k ki &
For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued) 1.

(o) Provisions and contingent liahilities

TEEFEER (B)
(o) EERFEAE

Provisions are recognised for liabilities of uncertain timing or
amount when the company or 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 of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the

s AR R A EEARE BN EAE
FERFEERT - METZEBRNSER
SERBEMEERINR - WA MR AT SER)
flEt  BERZFRRBRTNENA B
iy - IRERRREEEAN - AIREE
TEBARERNBERFER

i 6 & A BB H B IRINR B B] B8 1T
A REEEH AR ERIEL R SEMhET
EEZEBRERNEAE  BROER

BIRINTEH O] REMERR (R AR SN o ZERRFFR
IERAREMRERET EREFEES

occurrence or non-occurrence of one or more future events are E’Ui’éﬁ‘&%ﬁ% CNEREANKERE  EBRA
also disclosed as contingent liabilities unless the probability of EEERINT R AT REMEARIR RIBR AN o
outflow of economic benefits is remote.

(p) Revenue recognition (n) WAER

Provided it is probable that the economic benefits will flow to the
group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognised in the income statement as follows:

(i)  Sale of goods

Revenue is recognised when goods are delivered at the
customers’ premises which is taken to be the point in time
when the customer has accepted the goods and the related
risks and rewards of ownership. Revenue excludes value
added or other sales taxes and is after deduction of any trade
discounts.

(ii)  Commission income

Commission income on sales referred to manufacturers is
recognised when the goods are delivered by the
manufacturers to the ultimate customers.
(iii) Interest income
Interest income from bank deposits is accrued on a time-
apportioned basis by reference to the principal outstanding
and the rate applicable.

WA RFELBRA TR RANEE - AR
BEA T SEM St H U AFIRN AR (LR A) B
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q) Translation of foreign currencies

(r)

(s)

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 exchange
rates ruling at the balance sheet date. Exchange gains and losses
are dealt with in the income statement.

The results of foreign enterprises are translated into Hong Kong
dollars at the average exchange rates for the year; balance sheet
items are translated into Hong Kong dollars at the rates of exchange
ruling at the balance sheet date. The resulting exchange
differences are dealt with as a movement in reserves.

On disposal of a foreign enterprise, the cumulative amount of the
exchange differences which relate to that foreign enterprise is
included in the calculation of the profit or loss on disposal.

Borrowing costs

Borrowing costs are expensed in the income statement in the
period in which they are incurred, except to the extent that they
are capitalised as being directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use or sale.

The capitalisation of borrowing costs as part of the cost of a
qualifying asset commences when expenditures for the asset are
being incurred, borrowing costs are being incurred and activities
that are necessary to prepare the asset for its intended use or
sale are in progress. Capitalisation of borrowing costs is suspended
or ceases when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are interrupted or
complete.

Related parties

For the purposes of these financial statements, parties are
considered to be related to the group if the group has the ability,
directly or indirectly, to control the party or exercise significant
influence over the party in making financial and operating
decisions, or vice versa, or where the group and the party are
subject to common control or common significant influence.
Related parties may be individuals or other entities.

1.
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #t

1.

Annual Report ¢ F 3 2003

Notes on the Financial Statements Bt &R &M =

SIGNIFICANT ACCOUNTING POLICIES (Continued)
(t) 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 financial reporting, the
group has chosen business segment information as the primary
reporting format and geographical segment information as the
secondary reporting format for the purposes of these financial
statements.

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. For example,
segment assets may include inventories, trade receivables and
property, plant and equipment. Segment revenue, expenses,
assets, and liabilities are determined before intra-group balances
and intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such intra-group
balances and transactions are between group enterprises within
a single segment. Inter-segment pricing is based on similar terms
as those available to other external parties.

Segment capital expenditure is the total cost incurred during the
year 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.

TURNOVER

The principal activities of the group are the design, development,
manufacturing and sales of plush stuffed toys and steel and plastic
toys.

Turnover represents the net invoiced value of toys sold, excludes value
added tax and is net of any trade discounts.

1.
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Notes on the Financial Statements Bt #&® &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

OTHER REVENUE AND NET (LOSS)/GAIN 3. HttAR (B8 W&EHE

2003 2002

Other revenue
Interest income from bank deposits
(including related option premium

HAWA

RITERMBMA (BIEEEEE

income on dual currency option deposits) BT AR ERRE 2 L) 12,703 5,000
Commission income e A 577 4,838
Sales of scrap materials HEsREDR 852 1,690
Sundry income WA 2,295 2,933

16,427 14,461

Other net (loss)/gain Htt (858) WHFFE
Net gain/(loss) on sale of fixed assets HEBTEEKS (BE) F58 285 (202)
Net exchange (loss)/gain ER (B18) RS FE (1,118) 2,744
Others Hfth (97) -
(930) 2,542
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

4. PROFIT FROM ORDINARY ACTIVITIES BEFORE

TAXATION

Profit from ordinary activities before taxation is arrived at after charging/

(crediting):

(a)

(c)

Finance costs:
Interest on bank advances and other
borrowings wholly repayable

4. BRBUATIERFEHER

BRBAEREBBRIENL (FtA)

2003 2002

within five years ERITE R R H g EFS 166 3
Staff costs: BIMA :
Contributions to defined contribution
retirement plan RERFERARETEIR R 7,472 7,008
Expenses recognised in respect of defined ARG EIERNEA
benefit retirement plan (note 25(a)) (K17t 25(a)) 1,208 =
Retirement costs RONEHBIRC A 8,680 7,008
Salaries, wages and other benefits e TERHEAMETR 170,827 158,345
179,507 165,353
Other items: HfbIER :
Auditors’ remuneration 1% RN B & 2,830 1,958
Cost of inventories (note (i) GFERAE (KfaEG) 686,290 698,074
Depreciation (note (i) e (Kai) 17,539 18,491
Operating lease charges: CEHEERR -
— hire of plant and machinery — HEIEEE RS 53 -
— hire of other assets (including — HEEMEE (BEVEES)
property rentals) (note (i) (Btaai)) 22,258 21,759
Amortisation of negative goodwill arising BB A RIEEZ
on acquisition of subsidiary B REE (1,591) (1,591)
Amortisation of positive goodwill arising WEETYIIRE EAEZ
on acquisition of By
— subsidiary NG 1,898 89
— associate (note (ii)) —BERR) (HTaEdi) 717 717
Recovery of bad debts written off U 51 2 4 8 2 2 Bk (5,141) =
Provision for bad debts AR 645 792
Commission expenses BEMAx 11,336 6,776
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Notes on the Financial Statements i ##k3k i&

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

PROFIT FROM ORDINARY ACTIVITIES BEFORE
TAXATION (Continued)

Notes:

(i)

(ii)

Cost of inventories includes $164,845,000 (2002: $170,660,000) relating
to staff costs, depreciation expenses and operating lease charges, which
amount is also included in the respective total amounts disclosed separately
above or note 4(b) for each of these types of expenses.

Amortisation of positive goodwill in respect of associate is included in the
share of profits less losses of associates for the year.

INCOME TAX IN THE CONSOLIDATED INCOME
STATEMENT

(a) Taxation in the consolidated income statement represents:

4.

BRBLATIE R X KER (&)

Kt

(0]

(i)

FERAOEEEIRA  HEBARKEHAE
ERAMMN 164,845,000 T (Z2T 4 :
170,660,000 7t) * BREAHFEINE DA M
4b) P YIRS AR BT -

BHBENRZ EBEEHARFEREBER
B ABUER ©

REBBERAITNFAE

(a)

SGEBBERMRHOBIES

2003 2002

restated
]
Current tax — Provision for Hong Kong Profits Tax ~ ZXHIB{iE — FBRESBIEE
Tax for the year AREZRIE 8,489 6,340
Under-provision in respect of prior years UAFREEETR 223 108
8712 6,448
Current tax — Outside Hong Kong AEBIE — FEUMME
Tax for the year AEERIE 3,775 3,846
Over-provision in respect of prior years AFFEEHBE (37) -
3,738 3,846
Deferred tax ELEHRIE
Origination and reversal of temporary differences B {4 7= 2 4 N 80| 773 402
Effect of increase in tax rate on deferred tax BERERH-A—AZEERIE
balances at 1 January e 407 =
1,180 402
13,630 10,696

In March 2003, the Hong Kong Government announced an
increase in the Profits Tax rate applicable to the group’s operations
in Hong Kong from 16% to 17.5%. This increase is taken into
account in the preparation of the group’s 2003 financial
statements. Accordingly, the provision for Hong Kong Profits Tax
for 2003 is calculated at 17.5% (2002: 16%) of the estimated
assessable profits for the year. Taxation for subsidiaries outside
Hong Kong is charged at the appropriate current rates of taxation
ruling in the relevant countries.

) ]

RZBT=F=R" Elﬁﬁkﬁ**ﬁﬂﬁﬁﬁﬁﬂ
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

5. INCOME TAX IN THE CONSOLIDATED INCOME 5. R&E&8EZRAZAEH (&)
STATEMENT (Continued)

(a) Taxation in the consolidated income statement represents: (a) MEBRRATHBES: (&)

(Continued)

In accordance with the relevant regulations and the Enterprises RRA BRI R BIEAR R EMERE -
Income Tax Law applicable in the PRC, the PRC subsidiaries are R BIF B A BRI DATE & (R & E S et
exempted from Enterprise Income Tax for two years starting from TR P EMSE - WRER =FER
the first profit making year and thereafter subject to Enterprise GIRIEER R EMN T EMBHMN50% -
Income Tax at 50% of the standard tax rate for the following three REBE_ZTE=F+-_A=+—RHLEFE
years. During the year ended 31 December 2003, the PRC A - REH B AR BRIEERER27%(=F
subsidiaries are subject to Enterprise Income Tax at 50% of the TF 1 27%) H)50% BRSPS ©

standard tax rate of 27% (2002: 27%).

(b) Reconciliation between tax expense and accounting profit at (h) BBEABEMBEREEGHERZHR -
applicable tax rates:

2003 2002

Profit before tax FREERTR A 134,582 124,185

Notional tax on profit before tax, calculated

at the rates applicable to profits in the RREEEBERER TR
countries concerned HRAMETERBOEMNAZERE 14,459 10,934
Tax effect of non-deductible expenses AR H 2 FIBR & 460 345
Tax effect of non-taxable revenue BERBMAZRIBFE (1,068) (691)
Effect on opening deferred tax balances resulting  FfE A € 3 = 1 R M iR 1E
from an increase in tax rate during the year FriS TR BRI S eR B B & (407) -
Under-provision in prior years DEFEEBTR 186 108
Actual tax expense ERHIEL S 13,630 10,696
6 DIRECTORS’ REMUNERATION 6. EEME
Directors’ remuneration disclosed pursuant to section 161 of the Hong RIBEEHE CRRUEN) % 161 §5FRNEEE
Kong Companies Ordinance is as follows: N
2003 2002
Fees kS 244 240
Salaries and other emoluments e REAMMES 9,343 9,179
Retirement scheme contributions RIRET IR 853 326

10,440 9,745
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

DIRECTORS’ REMUNERATION (Continued)

One of the directors has waived his entitlement to certain remuneration
of $1,542,000 during the year ended 31 December 2003 (2002: $Nil).

Included in the directors’ remuneration were fees of $244,300 (2002:
$240,000) paid to the independent non-executive directors during the
year.

In addition, certain directors were granted options to subscribe for
shares in the company. Details of the share options granted and
outstanding in respect of each director as at 31 December 2003 are
set out under the paragraph “Share Option Scheme” of the report of
the directors and note 26.

The remuneration of the directors is within the following bands:

EEME (&)
—EEREREREE ST =F+ =A==+
—HIFERBZHETHE 1,542,000 (=&
TFTT) o

E=Me BTN TEILEITERNES
2443007 (ZZZ =4 : 240,000 T) °

UESN - BT EEERBERAEARBARRBML -
FEEFR_FTT=FF+_A=1t—HEERRH
AT ZBREFBENESTSMEE [ BAGE
sHEl] —BRMEE26 o

MEEA THEANES ABNT

2003 2002

$ 7T
Nil — 1,000,000

1,000,001 - 1,500,000
1,500,001 - 2,000,000
2,000,001 - 2,500,000
4,000,001 - 4,500,000

Z - 1,000,000

1,000,001 - 1,500,000
1,500,001 - 2,000,000
2,000,001 - 2,500,000
4,000,001 - 4,500,000

Number of Number of
directors directors
EEA™ EEAY

4 2

1
2 1
1 1
1 1

INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, four (2002: three)
are directors whose emoluments are disclosed in note 6. The aggregate
of the emoluments in respect of other one (2002: two) individual are
as follows:

BEEMEAL

ERUMEZRSHALF Wz (=ZF ?_i
=) REF - AENBSFERNME6
fth—fz (ZZZ=F : ML) /\iE’J@ﬂ%f@%ﬁﬁD
T

2003 2002

Salaries and other emoluments e hEMBE 1,634 3,059
Retirement scheme contributions IRIRET B R - 116
1,634 3,175
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

INDIVIDUALS WITH HIGHEST EMOLUMENTS (Continued)

The emoluments of the one (2002: two) individual with the highest
emoluments are within the following bands:

2003 2002

Number of Number of
individuals individuals
A A¥

$ 7T
1,000,001 - 1,500,000 1,000,001 - 1,500,000 - 1
1,500,001 - 2,000,000 1,500,001 - 2,000,000 1 1

7.

BeMEAL (&)
Z— (ZET—F : @) KRS A LM
SHENATEHER

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The consolidated profit attributable to shareholders includes a profit of
$90,357,000 (2002: $68,415,000) which has been dealt with in the
financial statements of the company.

Reconciliation of the above amount to the company’s profit for the
year:

2003 2002

PR R FEAL 22 R

BRE G RN EE—EEINARRRHBR
790,357,000 7t (ZZEZT =4 : 68,415,000
7T) A e

LAEREARRBAF SN 2 HIRAT

restated
2R
Amount of consolidated profit attributable to
shareholders dealt with in the company’s FIARR R RER A
financial statements AR R AL AR G i A2 R 90,357 68,415
Final dividend from subsidiary attributable to the Bt X RN AR
profit of the previous financial year, REAH AR EE
approved and paid during the year ANERAR 2 - 15,600
Company’s profit for the year (note 29) ARARARNEEmH (MaF29) 90,357 84,015

Dream International limited EMEERER A 8
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Notes on the Financial Statements i ##k3k i&

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

9. DIVIDENDS 9. RE
(a) Dividends attributable to the year (a) XFEERE
2003 2002
Interim dividend declared and paid of $0.030 B 5k & 4 Bk 8 &A% 0.030
(2002: $0.024) per share 7T (ZZEZ =4 :0.024 L) 19,755 15,600
Final dividend proposed after the balance sheet ~ W& BERZE D KA E S
date of $0.060 (2002: $0.064) per share 0.060 7T (=ZEZ =4 : 0.064 7T) 39,509 41,885
59,264 57,485
Note: Bt
The final dividend proposed after the balance sheet date has not been REEREEZ D RAKEBR S RNLEE A
recognised as a liability at the balance sheet date. REAE-
(b) Dividends attributable to the previous financial year, approved and (h) RFEREBHERZFZUEHRFERE

paid during the year

2003 2002

Final dividend in respect of the previous financial R4 REERE A K 215 B LAAE BA R

year, approved and paid during the year, FERIAKREER 0.064 7T
of $0.064 (2002: $0.048) per share (ZEZ % :0.048¥) 41,885 31,200
10. EARNINGS PER SHARE 10. EREF
(a) Basic earnings per share (a) EREXRER

The calculation of basic earnings per share is based on the profit BREAR BT R IZRBANF E R IR (SR T
attributable to shareholders of $120,952,000 (2002: 120,952,000 &0 (ZEZE_F :
$113,489,000) and the weighted average of 654,363,387 ordinary 113,489,0007T) RFERNE /T2 I#EFH
shares (2002: 633,972,625 shares after adjusting for the AR AL B 654,363,387 (ZBZE —4F ¢
capitalisation issue in 2002) in issue during the year. M- F2EMMEBEITELARE R

633,972,625 f%) =& o

(b) Diluted earnings per share (h) SRBERF
The calculation of diluted earnings per share is based on the profit RS R RIBEAR R BRI (SR T
attributable to shareholders of $120,952,000 (2002: 120,952,000 &t (=T = :
$113,489,000) and the weighted average number of ordinary 113,489,0007T) ME A BB AETE]
shares of 661,058,326 (2002: 637,260,609) shares after adjusting Tﬁﬁﬁi BB S EN TR L AR
for the effects of all dilutive potential ordinary shares under the 19 H 2 hnE 35 3 i AR AR 2166 1,058,326 %
company’s share option scheme. (_ T —4F : 637,260,609 %) 5THE -
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Notes on the Financial Statements B # Rk izt

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

10. EARNINGS PER SHARE (Continued)

(c) Reconciliations

2003 2002

Number Number
of shares of shares
RHEEE RHHE
Weighted average number of ordinary shares REATEERERRBFN
used in calculating basic earnings per share DnAEF I AR L 654,363,387 633,972,625
Deemed issue of ordinary shares for
no consideration BETHEREITZE 6,694,939 3,287,984

10. BRER
(c) ¥R

(%)

Weighted average number of ordinary shares
used in calculating diluted earnings per share

REstE R 7
B B A DN T IO AR

661,058,326 637,260,609

11. CHANGES IN ACCOUNTING POLICY

In prior years, deferred tax liabilities were provided using 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 1 January 2003, in order to comply with
Statement of Standard Accounting Practice 12 (revised) issued by the
Hong Kong Society of Accountants, the group and the company adopted
a new policy for deferred tax as set out in note 1(n). As a result of the
adoption of this accounting policy, the group’s and the company’s profit
for the year has been decreased by $1,180,000 and $46,000
respectively (2002: decreased by $402,000 and increased by $509,000
respectively) and the group’s and the company’s net assets as at the
year end have been increased by $4,585,000 and decreased by
$11,000 respectively (2002: increased by $4,417,000 and $35,000
respectively).

The new accounting policy has been adopted retrospectively, with the
opening balance of retained profits and reserves and the comparative
information adjusted for the amounts relating to prior periods as
disclosed in the consolidated statement of changes in equity.

1. EEFBERIVIEET

TEUREE @ BEFMEHABRRRNER T HH
SRTERBRIESEAZE - B EARNEEL
HE TR RERERORIERE - LBEE
h?&/‘ﬂ%o Ffs  EEFSHEELR AR
A BRI HR - AT RHEEEGRA
@ﬁﬁﬁﬁa’a (CEFHEBHER) F125% (KEFT) M
RE  AEBRARTH-_TT=F—A—Hi
TEBSEFTS T T EEAR T EHBUR (RM
1(n) - AR TEESHECR - AEERA
RAREEHFED R T 1,180,000 7Tt K&
46,0007t (ZZZ=F : 5 5lE4402,0007T &
#90509,00070) 5 MAKERARBEHEARF
HHZFEED R A4,585,000 7T K>
11,0007t (ZZFZ=4F : H 5B IN4,417,0007T
% 35,0007T) °

AEBEPRBEENNETBER - EFAER
ERXhEAEFEEENEE  HEERRR

TR R B 48 62 R LLECE RHE AR FE A AT 2D
BE o

n

Dream International Limited M BB AR 2 7
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars)

12. SEGMENT REPORTING

Segment information is presented in respect of the group’s business
and geographical segments. Business segment information is chosen
as the primary reporting format because this is more relevant to the

group’s internal financial reporting.

Business segments

The group comprises two main business segments:
—  plush stuffed toys
—  steel and plastic toys

Plush stuffed toys
E4ma

12.

Steel and plastic toys

tEREBHA

BE_FE=F+_H=+—HILFE COBETTEMST)

paiiE e
DEEHRRAEBNEBILE D EIEL 2
it o N ETE D BPE R AR R B R A ER A TS E $R
TEEERA  HERRRESHHBERNEER
He

R0 H
REBNEIEXBHHMT
- EHIA

- TBRZEBIA

Consolidated

FREE

Unallocated

AOBHE

2003 2002

Revenue from external customers

2003

2002

2002

RENREPRIMA 885,326 850,447 46,521 59,923 - - 931,847 910,370
Other revenue from external customers

RENAEFPHEMBKA 3,711 9,340 13 121 12,703 5,000 16,427 14,461
Total

e 889,037 859,787 46,534 60,044 12,703 5,000 948,274 924,831
Segment result

DEPEERL R 130,824 120,302 4774 4,369 - - 135,598 124,671

Profit from operations
mEER

Finance costs

BERA

Share of profits less losses of associates

FEGRE &N Rl R R

Taxation
Gl

135,598 124,671

(166) @)
(850) (483)
(13,630)  (10,69)

Profit attributable to shareholders
R B R A

120,952 113,489
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

12. SEGMENT REPORTING (Continued)

Business segments (Continued)

Plush stuffed toys

12. DERERE (&)
¥RHI (&)

Steel and plastic toys Consolidated

EAmA SEREBLA RERE
2003 2002 2003 2002 2003 2002

Depreciation in respect of fixed assets

for the year AEEETEENE 16,333 16,965 1,206 1,526 17,539 18,491
Amortisation of goodwill for the year REEHEEH 218 (874) 89 89 307 (785)
Significant non-cash expenses (other than  A#A3ER & &

depreciation and amortisation) (ERBERIN 645 792 - = 645 792
Segment assets DEEE 442,098 328,379 42,135 9,538 484,233 337,917
Interest in associates REE R R R R 4,59 4198 - = 4,59 4,198
Unallocated assets ROEEE 271,885 324,663
Total assets BAEHE 760,714 666,778
Segment liabilities HEaE 75,970 81,237 35,632 8,191 111,602 89,428
Unallocated liabilities FOEEE 53,835 51,508
Total liabilities AfEHE 165,437 140,936
Capital expenditure incurred REENEEN

during the year BEARFEY 159,647 21,961 239 2,686 159,886 24,647
Geographical segments & 2 5P

The group participates in several principal economic environments as
set out below.

In presenting information on the basis of geographical segments,
segment turnover is based on the geographical destination of delivery
of goods. Segment assets and capital expenditure are based on the
geographical location of the assets.

REBETIBEE EEERFETLE -

ERIME HAEEES - SRR EREIRMEN
HS A MLERE - HBEEREAHLZAIAE
BRI B -

Dream International Limited M BB AR 2 7
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Notes on the Financial Statements Bt #&® &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

12. SEGMENT REPORTING (Continued) 12. DERERE (&)

Capital expenditure

Turnover Segment assets incurred during the year

EATA SEREBTA FEERELENEREL
2003 2002 2003 2002 2003 2002
North America EEM 399,942 448 414 493 2,733 70 39
Japan =F:N 371,540 300,643 - - - -
Europe BUM 93,400 47918 - - - -
South Korea 2 40,733 47,374 174,118 - 134,547 4,681
Hong Kong 00 - - 39,310 94,889 - 2,796
PRC (other than Hong Kong) HE (AR - - 270312 240,295 25,269 17,131
Others Het 26,232 66,021 - - - -

931,847 910370 484,233 337,917 159,886 24,647

HR IR B it 5 2 SRR B N RO L ()3 SR
RER - BT EE F i as N ERUHEL 5

of the profit contribution from each of the above geographical locations. L

There is no major disparity in the ratios between turnover and profit in
relation to the above geographical locations, hence no analysis is given
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

13. FIXED ASSETS 13. BEEE
(a) The group (a) &£H
Office
Land use equipment,
rights and Leasehold Plant and furniture Motor
buildings improvements machinery  and fixtures vehicles Total
BAZ
Tty BN
ERER HE I¥EE HAR
BEY MEEE Rz EE%E "E EH
Cost or valuation:
BASE :
At 1 January 2003
RZEE=45-f—H 40,879 16,809 79,528 17,049 8,153 162,418
Additions
#E
— through acquisition of subsidiary (note 30)
- BRARENRBAR (A 30) - - - 1,134 1,629 2,763
- others
- Hft 2,784 4,426 9,875 2,748 962 20,795
Disposals
HE - (1,990) (4,671) (3,339) (1,682) (11,682)
Transfer from construction in progress (note 14)
BRATRIE (Wi 14) 3,630 - 341 - - 3971
At 31 December 2003
R=FT=F+-A=1—H 47,293 19,245 85,073 17,592 9,062 178,265
Representing:
%
Cost
KA - 19,245 85,073 17,592 9,062 130,972
Valuation - 2003
“TE-FfE 47,293 - - - - 47,293
47,293 19,245 85,073 17,592 9,062 178,265
Aggregate amortisation and depreciation:
BRRTEASE:
At 1 January 2003
RZEE=45-A—H 2,432 11,449 39,694 12,693 5,531 71,799
Charge for the year
AEEHAR 2,063 3,018 9,033 2,008 1,417 17,539
Written back on disposal
k22| = (1,990) (4,661) (3,122) (1,412) (11,185)
At 31 December 2003
RZEZ=F+-RA=1+—H 4,495 12,477 44,066 11,579 5,536 78,153
Net hook value:
HRERE
At 31 December 2003
WZZFT=F+-A=+-H 42,798 6,768 41,007 6,013 3,526 100,112
At 31 December 2002
RZFT-F+-A=1-H 38,447 5,360 39,834 4,356 2,622 90,619

Dream International Limited M BB AR 2 7



Notes on the Financial Statements B 7 k3 i &+
For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)
13. FIXED ASSETS (Continued) 13. EIEEE (&)
(b) The company (b) A&AF
Office
equipment,
furniture
Leasehold Plant and Motor and
improvements ~ machinery vehicles fixtures Total
BAE
B3N
HE T¥$HE HAR
MERE R "E BEH#E st
Cost: A
At 1 January 2003 NZZEZE=F—HF—H 14,170 24,180 3,768 12,409 54,527
Additions 5i2] 4,065 5914 379 2,051 12,409
Disposals HE (1,990) (4,421) (783) (3,071) (10,265)
At 31 December 2003 R-ZZ=F+-F=+—H 16,245 25,673 3,364 11,389 56,671
Aggregate depreciation:  {TE#%E :
At 1 January 2003 NZEZE=F—F—H 9,518 20,300 2,586 9,541 41,945
Charge for the year AEERAY 2,701 3,191 710 1,441 8,043
Written back on disposal & B[ (1,990) (4,411) (783) (3,069) (10,253)
At 31 December 2003 HRZZEZE=F+-F=+—H 10,229 19,080 2,513 7913 39,735
Net hook value: BREFE
At 31 December 2003 R-ZZ=F+-F=+—H 6,016 6,593 851 3,476 16,936
At 31 December 2002 HRZZEZE-_F+-F=+—H 4,652 3,880 1,182 2,868 12,582
(c) The analysis of net book value of land use rights and buildings is (c) TERAEREBEYREFENIFNOT :
as follows:
2003 2002
Outside Hong Kong BBREHN
— medium-term leases —hHEEE 42,798 38,447
84 - 85 i =
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

13. FIXED ASSETS (Continued)

(d) The group’s land use rights and buildings held for own use were
revalued at 30 November 2001 by Mr. Raymond Ho Kai Kwong
who is an associate member of the Hong Kong Institute of
Surveyors and a qualified surveyor of Vigers Hong Kong Ltd., at
their open market value. The revaluation surplus of $701,000
has been transferred to the land use rights and buildings
revaluation reserve of the group.

The valuation at 31 December 2003 was performed by the
directors of the company, who are not qualified valuers, with
reference to the relevant market indices. In their opinion, there
have been no significant changes in the value of land and buildings
since 31 December 2002.

The carrying amount of the land use rights and buildings held for
own use of the group at 31 December 2003 would have been
$42,171,000 (2002: $37,513,000) had they been carried at cost
less accumulated depreciation.

13. BIEEE (&)

(d) AEERHER RO EREEENER
“ER - A=tRERTEAEME
Sea8REEE (BE) BRATNEER
RERMATHESLEE - ARFRTERAEELETT
Efh - RET01,0007TH E A HE E D
REER T AN EEYE-FE

R-TT=F+_A=1+—RETZMHET
HARRESE (WA ERMMER) 254
FATISEEURIEL - WRADIBRIEEY 2
BEA-_ZTT_F+_A=1t—HEIEE
RER# -

BRI B R B A i AR IRy

RERARERAITERAN » RliELetit
EREREEYN TR =F+_A=1+—

BHBRES%EEA 42,171,000 T (=2
—4 :37513,0007T) °

14. CONSTRUCTION IN PROGRESS 14. £EIRE
At 1 January n—HA—H 282 113
Additions e 3,689 7,308
Transfer to fixed assets (note 13(a)) EWERARTEE (Kt 13(a) (3,971) (7,139)
At 31 December R+=—A=+—8H - 282

Dream International Limited M BB AR 2 7
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

15. GOODWILL 15. HE
Negative Positive
goodwill goodwill Total
=Lk ERE et

Cost: R
At 1 January 2003 R-ZEZE=F—H—H (18,960) 888 (18,072)
Additions (note 30) BE (K7 30) - 108,581 108,581
At 31 December 2003 R-_EE=F+_HA=+—H (18,960) 109,469 90,509
Accumulated amortisation: E-fe: £
At 1 January 2003 RZTT=F—A—H 6,183 (89) 6,094
Amortisation for the year AR S 5 1,591 (1,898) (307)
At 31 December 2003 R_BEE=F+-A=+—H 7,774 (1,987) 5,787
Carrying amount: RES
At 31 December 2003 RZEE=F+-"A=+—H (11,186) 107,482 96,296
At 31 December 2002 RZZEZE-_F+-_A=+—H (12,777) 799 (11,978)
Negative goodwill is amortised to the consolidated income statement EEEETFNRERFIRNGABRREE - E
on a straight-line basis over ten years. Positive goodwill is amortised to BENM T ETRAFNRERENGEBRRE

the consolidated income statement on a straight-line basis over ten to i o
fifteen years.

16. INTEREST IN SUBSIDIARIES 16. KR A B R

2003 2002

Unlisted shares, at cost IEETRD (FRANA) 111,064 111,064
Loan to subsidiary BYHB AR ZER 140,556 =
251,620 111,064

86 - 87

The loan to a subsidiary is unsecured, interest free and has no fixed
repayment term.

The following list contains only the particulars of subsidiaries which
principally affected the results, assets or liabilities of the group. The

class of shares held is ordinary unless otherwise stated.

All of these are controlled subsidiaries as defined under note 1(c) and
have been consolidated into the group financial statements.

h

RTHBARZEREER  REREETEE
R

TRAEEAREENFEE - BEFXBER EX
HENMBARFE - REEFHEIN - FiFHE
KRR 019 BT mAR o

iE LT B8 N R R IR 1(C) PR SR TE B9 A% 1 B /8
RAE - WEAREENUBEREDEREFE
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

16. INTEREST IN SUBSIDIARIES (Continued)

16. RIBARINKRE (&)

Particulars
of issued and
fully paid
Place and up capital/
incorporation registered Attributable Principal
Company name and operation capital equity interest activity
BE#TR
BRRAE
FE AR 3L /e
REEH R 1t B BEAFE e FEEK
C & H Toy of United States US$1,000,000 100% Trading of
America, Inc. # of America plush stuffed toys
xH 1,000,000 Z 7T BEEEMITE
J.Y. Toys Co., Limited Hong Kong US$1,500,000 100% Trading and
manufacture of
steel and
plastic toys
BB EDEABRAA BE 1,500,000 37t BE RS
CBREBITA
J.Y. International Hong Kong US$500,000 100% Trading of
Company Limited plush stuffed
toys and
investment
holding
BB 500,000 27T BEEMAIA
RITE IR
*Jung Yoon Toys (Shanghai) PRC UsS$420,000 100% Manufacture of
Co., Limited # plush stuffed toys
*IEEImA (B8) HEd 420,000 7T SUEERIA
BRAT #
*C & H Toys (Suzhou) PRC US$9,200,000 100% Manufacture
Co., Ltd. # of plush fabrics
and plush
stuffed toys
*HEEtA (FMN) FE 9,200,000 7T SBEE MM
BRAT # RESIA
Dream INKO Co., Ltd South KRW100,000,000 100% Design,
Korea development
and trading of
plush stuffed toys
L 100,000,000 82 & 100% REt - RBER

*

the Laws of the PRC.

#  Subsidiaries not audited by KPMG.

These are wholly-owned foreign investment enterprises registered under

BEEEMITA

RBTFEEGIEMA A2 EINRE B2 -

W HFHEGE G EL BB A E] o

Dream International Limited M BB AR 2 7



Notes on the Financial Statements B8Rk ki &
For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)
17. INTEREST IN ASSOCIATES 17. REEE R TIIRE
The group The company
rEE AT
2003 2002 2003 2002
Unlisted shares, at cost FEETRG (FRAAAKE) - - 1,248 =
Share of net assets EHEEFE 2,445 1,330 - -
Goodwill e 2,151 2,868 - -
4,596 4,198 1,248 -
Details of associates are as follows: BE AT ZHEBOT :
Place of Particulars Proportion of ownership interest
Form of incorporation of issued group’s held
Name of business and and paid effective by the held by held by Principal
associate structure operation up capital interest company subsidiary associate activity
28T HEERELL A
BN T WERE MR kRBR AKEHN ARAE  HWELAR  BEAR
=8 X REEHE RAFE BEER ZEsZ ] s e EEER
Sung Won Incorporated  South Korea 20,000 36% - 36% - Trading of
Industries ordinary plush
Inc. shares of stuffed toys
KRW5,000
each
T L % 20,000 REMK BE
5,000 §2 ] EAmE
ZEER
Kedington Incorporated British 800,000 20% 20% - - Investment
Enterprises Virgin ordinary holding
Inc. Islands shares of
US$1 each
afky RERZEHS 800,000 & RAER
SR1ER
ZEBR
Yuan Lin Incorporated PRC Registered 20% - - 100%  Manufacture
Toys capital of of plush
(Suzhou) US$1,000,000 stuffed
Co., Ltd toys
TR (BM) s FE 1,000,000 7T SUEEHIMA
BRAA Z R
88 - 89 ﬂl,
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

19.

20.

18. INVESTMENT SECURITIES 18. BE®SH
2003 2002
Golf club memberships, at cost ESRAREEHE (RRA)
— through acquisition of subsidiary (note 30) — FRWENE AR (K 30) 11,313 =
PLEDGED BANK DEPOSITS 19. BIXIPRITER
As at 31 December 2003, bank deposits of the group and the company RZTZE=F+=-A=+—8  AEBEAQH
were pledged to secure banking facilities granted by certain banks. LRI RERIBERTES TIRITEEZE
They include long-term bank deposits of $62 million (2002: $78 million) R - ZEROTERBERPRITEX
which were pledged to the extent of 141% (2002: 141%) of the 62,000,0007T (ZZT T =4 : 78,000,0007T)
outstanding bank loans which amounted to $36,524,000 at 31 ERBR=_ZEZT=F+-_A=+—HHKEEZ
December 2003 (2002: $33,054,000). 36,524,0007T (ZZFZF =4 : 33,054,0007T) iR
TERZ 141% (ZZTT2F : 141%) H#H -
As at 31 December 2002, short-term bank deposits of $4 million of RZZBZ_F+_A=+—H AEERAEARQ
the group and the company were also pledged to secure import and 2 52 B#R1T17 5% 4,000,000 DTT’EZ%}SME%:F
foreign exchange facilities granted by certain banks. RITA D RINE HIREE 2 KR o
INVENTORIES 20. &
The group The company
AEE PN
2003 2002 2003 2002
Raw materials R 70,525 56,856 31,598 29,244
Work in progress &M 23,292 25,105 11,381 12,494
Finished goods ZURK 33,800 21,592 18,610 9,558
127,617 103,553 61,589 51,296
Raw materials of the group and the company are stated net of general AEBRARQRZEMESBIE R — R 2EE
provisions of $3,146,000 (2002: $3,146,000) and $2,313,000 (2002: 3,146,000 7t (ZZFZ =4 : 3,146,000 7T) K&
$2,313,000) respectively, made in order to state these inventories at 2,313,0007C (ZZZ =4 : 2,313,000) - BAsK
the lower of their cost and estimated net realisable value. LA ET AT R R EME T ERR SRR

Notes on the Financial Statements Bt &R &M =

LR -

Dream International limited EMEERER A 8



Notes on the Financial Statements i ##3k ii &

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

subsidiaries and associates are unsecured, interest free and repayable
on demand.

Deposits include an amount of $15,394,000 (2002: $Nil) paid to the
ultimate holding company in respect of a lease entered into by Dream
INKO Co., Ltd.

Included in trade and other receivables are trade debtors and bills
receivable (net of specific allowances for bad and doubtful debts) with
the following ageing analysis.

21. Trade and other receivables 21. FEWERFR R H A FE UL
The group The company
bS] P ON
2003 2002 2003 2002
Trade debtors, bills receivable, MRS - I
deposits and prepayments ®eRBNZK 133,503 114,293 43,705 68,776
Amount due from ultimate
holding company B FEERARTIER 22 29,176 - 28,306
Amounts due from fellow subsidiaries ERIREENGERE 9,502 8,576 1,167 716
Amounts due from associates EBEARFB 5,368 3,396 2,893 3,396
Amounts due from subsidiaries ENHBARFUE - = 15,423 9,631
148,895 155,441 63,188 111,325
Amounts due from ultimate holding company, fellow subsidiaries, FEMSARIZREAR] - ARWBARE - WEBAR K

BERNRFEAREER  RERANBELEE
2 o

%4 4558 Dream INKO Co., Ltd 5732 2 FH4Y
T FHREIERAE 2 15,394,000 T (ZZF
—fF: '—?E) °

B LSRR % LAt B MK R B2 5 B U R % PR M SR 4%
(EMBAEIRERER) - EREOMTAOT ¢

The group The company
S -- | NG|

2003 2002 2003 2002

Current KE 65,051 51,446 26,065 42,497

1 to 3 months BEZEABH1ZE3I3EA 12,851 25,864 8,133 14,626
More than 3 months but EEZASEA3IEA

less than 12 months BLR12{8R 8,440 7,579 91 1,023

Over 1 year PREAHRE—F 15 = - =

86,357 84,839 34,289 58,146

Trade receivables, which generally have terms of 14 to 90 days, are
recognised and carried in the balance sheets at original invoice amounts
less provisions for overdue debts which are considered by the directors
to be doubtful.

#

90 - 91

FEWERR (—REAH 14 REOXREEH) KRR
BRE - BEEF R SRR B IEIRPTELE
B RNEEABRAERRIIE -
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

22. CASH AND CASH EQUIVALENTS

22. BERBEEEY

The group The company
S | b NG|
2003 2002 2003 2002
Deposits with banks and other RITRE A
financial institutions HETR 141,129 193,511 126,451 181,689
Cash at bank and in hand BAEZRES 64,056 44 572 31,632 25,351
205,185 238,083 158,083 207,040

During the year, the company entered into dual currency option deposit
contracts with certain banks and consequently was exposed to foreign
exchange risk to the extent of the amount invested for such deposits.
As at 31 December 2003, the company had placed deposits under
such contracts in the total amount of US$4,549,000 (equivalent to
$35,316,000) (2002: US$5,697,000 (equivalent to $44,435,000),
JPY300,000,000 (equivalent to $19,710,000) and EUR1,242,000
(equivalent to $10,174,000)) with banks.

In the opinion of the directors, the dual currency option deposits were
placed to enhance the return on the company'’s surplus cash while the
exchange risk in relation to the deposits was within an acceptable level.

23. TRADE AND OTHER PAYABLES

FA - ARBEETRITATLESTER (B2
) FREL - A RS INE L IamE - M
RENZEFRAZCBRR - BREZSFEH R
“EE=F+-A=+—H FRAERITHE
4,549,000 &7t (HH%R 35,316,000 ) (=&
T4 : 5,697,000 %7 (HHZER 44,435,000
7t) ~ 300,000,000 HIEl (#8557 19,710,0007T)
$.1,242,000 B #& (%5 10,174,0007T)) Z
T -

BEEZRA  RIVEBEER (RER) FRANE
ERBARBRINAS ZEIR - MFHTE R
SNEE SRR R BRI AT R K

23. FENBRAR R H RN

The group The company
S | PN

2003 2002 2003 2002

Creditors and accrued charges BN ERRESER 94,067 83,581 26,343 41110
Amount due to ultimate holding company BRI A FFE 480 3,742 - =
Amounts due to fellow subsidiaries ERRZMBRARZE 1,563 181 - 162
Amounts due to subsidiaries R B ARIZE - - 56,679 51,316
Amounts due to associates & ARFUR 3,720 1,924 3,720 =
99,830 89,428 86,742 92,588

Amounts due to ultimate holding company, fellow subsidiaries,
subsidiaries and associates are unsecured, interest free and repayable
on demand.

e RASTER AR - ARMEBATE - MBARR
e A RIFIAREERR - 2R RAREREE

o

o
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Notes on the Financial Statements i ##3k ii &

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

23. TRADE AND OTHER PAYABLES (Continued) 23. ERNERRREMENR (&)
Included in creditors and accrued charges are trade creditors and bills FERERFR R IEST B R B IR R R E IR
payable with the following ageing analysis: ERREHITAT :
The group The company
S 3| PN

2003 2002 2003 2002
Within 1 month BREAHIEAR 37,344 22,845 8,229 11,210
After 1 month but within 3 months BREAM1EAKEIEAR 5,585 1,346 1,405 88
After 3 months but within 6 months FEZAMIMAKECER 1,798 1,346 - -
After 6 months but within 1 year EEZEAMCEARE—FRN 24 953 - =
Over 1 year BEREABEA—F 918 = - =

45,669 26,490 9,634 11,298

24. BANK LOANS AND OVERDRAFTS 24. RITERRIEX
At 31 December 2003, the bank loans and overdrafts were repayable R-TEZE=F+_A=+—H  RTEFREX
as follows: HEFRERAT
The group The company
i .| N

2003 2002 2003 2002
Within 1 year or on demand —FRSRERNE 44,333 8,030 36,524 222
After 1 year but within 2 years —FRERFAR - 33,054 - 33,054

44,333 41,084 36,524 33,276

At 31 December 2003, the bank loans and overdrafts were secured as RZTZE=F+-A=+—1  RBITERKEX
follows: AR
The group The company
bS] | b NG|
2003 2002 2003 2002

Unsecured bank overdrafts EEHRITES - 222 - 222
Bank loans RITER

— secured —HHA 36,524 33,054 36,524 33,054

— unsecured — KA 7,809 7,808 - =

44,333 41,084 36,524 33,276

The bank loans were secured by certain bank deposits as disclosed in RITERIVIRM 19 Friti LA S THRITERIER
note 19. A o

92 - 93 % 'k'-
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

25. EMPLOYEE RETIREMENT BENEFITS
(a) Defined benefit retirement plan

Following the acquisition of a subsidiary, Dream INKO Co., Ltd,
the group participates in a defined benefit retirement plan which
covers the group’s Korean employees. A portion of the group’s
liability under this plan is covered by deposits with an insurance
company in South Korea.

The latest independent actuarial valuation of the plan was at 31
December 2003 prepared by qualified staff of Watson Wyatt Hong
Kong Limited, who are members of the Society of Actuaries of the
United States of America, using the projected unit credit method.
The actuarial valuation indicates that the group’s obligation under
the defined benefit retirement plan is 39% covered by the plan
assets.

(i) The amounts recognised in the balance sheets are as follows:

25. EERKER
(a) SREFZEARTE

U BE T /& 2 &) Dream INKO Co., Ltd & -
REE A EEREE 2 H T8 R E RN
5T o NEBERZFTEIT 2 BHEaETIATT
R —EEBRRR AR 2B -

B B2 B R E R ERE TR EERNE
MERAAIZAERKEER (REHAR
Society of Actuaries of the United States of
America 2 88) RZEE=F+=-A=+
— R {ERTEHRRERA BT - FBEMA
BEREERAEENERETFEE T '
ERFTEEEBE 2 39% °

(i) REERBEXRAERZEHBLT -

The group The company
AEE NG|
2003 2002 2003 2002
Present value of obligations B HE 18,135 = 4,505 =
Fair value of plan assets HEBEZARER (7,033) - - -
Net unrecognised actuarial gain AERBERRFE 670 = - =
11,772 - 4,505 -

The plan assets represent the deposits placed with the
insurance company.

A portion of the above liability is expected to be settled after
more than one year. However, it is not practicable to segregate
this amount from the amounts payable in the next twelve
months, as future contributions will also relate to future
services rendered and future changes in actuarial
assumptions and market conditions.

FHEIBERFRNMRR AR ZIFR

#in Lt B ERPHN —FR BB
& o AT - BRORRESKIRE B RIR
ey IRF M B R BHE R i r &
AR - S EEEBEERE T (&
HEVENBEE D FL AT
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Notes on the Financial Statements Bt #&® &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars)

25. EMPLOYEE RETIREMENT BENEFITS (Continued)

(a) Defined benefit retirement plan (Continued)

(i)

(iif)

Movements in the net liability recognised in the balance

BE_FE=F+_H=+—HILFE COBETTEMST)

25. BERKER (&)

(a) REFZEBINGE ()
(i) REEREBERAERZ BEFEZLE

sheets are as follows: JN
The group The company
AEE NG|
2003 2002 2003 2002

At 1 January »—A—AH - = - =
Addition through acquisition BRKEHERAEM

of subsidiary (note 30) (HaF30) 8,500 = - =
Payments to employees and S FIEE RRRAR

insurance company ZHE (3,795) - (1,165) =
Expense recognised in the RBERAERZ I

income statements (note 4(b)) (st 4(b)) 1,208 = 456 =
Transfer from other provision (note) g HmER () 5,859 = 5,214 =
At 31 December W+=A=+—H 11,772 = 4,505 -
Note: Prior to the acquisition of Dream INKO Co., Ltd, the group BfeE - # U8 Dream INKO Co., Ltd B * ZAEE A

made contributions in respect of its expatriate Korean
employees in Hong Kong and PRC to the retirement plan
operated by the ultimate holding company. The group had
no further obligations for the payment of retirement
benefits associated with this plan beyond the contributions
made.

Expense recognised in the consolidated income statement
is as follows:

HEFTRB R P #EES [ B RAER
RERILZRIRFHBIEH R - BATTEH 2
BRI AREAARGE T L EE AR
PR BAE

(iii) RAFE Bz R AR XM -

The group
rEE
Current service cost REE RGN AR 1,051 =
Interest cost FEEH 205 =
Actuarial expected return on plan assets FFEIBEEZ FEAREE IR (48) -
1,208 -
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

25. EMPLOYEE RETIREMENT BENEFITS (Continued) 25. RERKEF (&)
(a) Defined benefit retirement plan (Continued) (a) REFFZBINTE (&)
(iii) Expense recognised in the consolidated income statement (iii) Re&ZE B ZAERZ T . (&)

is as follows: (Continued)

The expense is recognised in the following line item in the STHREEBERAERABIATIE
consolidated income statement: B
The group
AEH
Administrative expenses THAX 1,208 =
The actual return on plan assets (taking into account all EIEEZEROR (KT RErEE
changes in the fair value of the plan assets excluding EAREE (TREEMREKZH#
contributions paid and received) was net income of $39,000. K) 2#8) AU AFE 39,000 7T °
(iv) The principal actuarial assumptions used as at 31 December (iv) RZZBE=F+_H=+—HEHZ
2003 are as follows: FERBERBZWT :
The group and
the company
REE R AR A]
Discount rate BhIR % 5.25%
Expected rate of return on plan assets AT EIEE 2 TEEE R R 5%
Future salary increases R IR BN 1R 4% — 8%
(b) Defined contribution retirement plan (h) EFEMTBRAREE
(i) The group operates a Mandatory Provident Fund Scheme () ANEBZRBESE GREIEQAESFTE
(“the MPF scheme”) under the Hong Kong Mandatory 1&B) METABREEE REIEG)
Provident Fund Schemes Ordinance for employees employed EAMNEEREHEATERE
under the jurisdiction of the Hong Kong Employment ([BFELETE]) - RESFTEE—E
Ordinance. The MPF scheme is a defined contribution TERERGERNRTE - ABURTEAE
retirement scheme administered by independent trustees. 2o RIFRESFTE - BEREEY
Under the MPF scheme, the employer and its employees ARRIES 2 HEABRI5% REtEIE
are each required to make contributions to the scheme at HHER MEARBABZLRA
5% of the employees’ relevant income, subject to a cap of 20,000 7t ° &SI fEL AR BN
monthly relevant income of $20,000. Contributions to the RELERBERBA -

scheme vest immediately.

Dream International Limited M BB AR 2 7



Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

25. EMPLOYEE RETIREMENT BENEFITS (Continued) 25. EEEKERN (&)

96

97

(b) Defined contribution retirement plan (Continued)

(i) As stipulated by the regulations of the PRC, the group
participates in various defined contribution retirement plans
organised by the relevant authorities for its PRC employees.
The group is required to make contributions to the retirement
plans which are calculated based on certain prescribed rates
and the salaries, bonuses and certain allowances of its PRC
employees. The group has no other material obligation for
the payment of pension benefits associated with these plans
beyond the annual contributions described above.

26. EQUITY COMPENSATION BENEFITS

The company has a share option scheme which was adopted on 22
January 2002 whereby the directors of the company are authorised, at
their discretion, to invite employees of the group, including directors of
any company in the group, to take up options to subscribe for shares
of the company. The exercise price of the options was the highest of (i)
the nominal value of the shares, (ii) the closing price of the shares on
the SEHK on the date of grant and (iii) the average closing price of the
shares on the SEHK for the five business days immediately preceding
the date of grant. The options vest after one year and are exercisable
for a period to be notified by the directors to each option-holder upon
the grant of option, such period not to exceed ten years from the date
on which the option is granted. Each option gives the holder the right
to subscribe for one share and the consideration paid by each holder
for the options granted is $1.00.

(a) Movements in share options

(b) ERHFRMKGE (F)

(i) RIFHEDER - AEE 2 EIE KA
RES BRSPS BE RN
stEl - ARBARZERINGTE - %
ETHEELXREGEREZHS
TEAL R E T RRE R 3R © BR EXCAR
AR ESFRZETBIEL I - K
5[5 37 8 HL {th 32 A< AR AR 4 ) B K
¥ o

26. REEHEHEER

RARR-ZZ-_F—A-+-REHN—IEER
HERTEl - Bt - AR REFERENBEFLE
BES (BRFEAKEIAKEARZES) KX
BREARBARBBRL - BhEZITEERO
BOEEE - (DRORBEERTEBREE
Bt 22 P R4S RO MR T MB B (i) B D IR R IR BB AR A AR
T& B AR % A ER BB R PSR FIEU
ME=BEZ &R  BREERT AR —
FREB - WAINEEARLBIERASSE
R A A BIRNTTE - M RN SEBRR
HBREE B 5 - RAARRESEBER
ERBE R - MEBRFEARRER ZBER
BT 1.00 T2 KA -

(a) BREZZH

2003 2002

Number Number

=] =]

At 1 January wn—A—H 30,550,000 -
Issued B BT 2,600,000 30,550,000
Exercised BT (8,480,000) -
Lapsed on departure of option holders E B ABER QB m AR (3,640,000) =
At 31 December BW+—A=+—H 21,030,000 30,550,000
Options vested at 31 December R+-—A=+—RAEEZBRE 685,000 =
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

26. EQUITY COMPENSATION BENEFITS (Continued) 26. RAEZHEERN (&)
(b) Terms of unexpired and unexercised share options at balance sheet (b) REEBREHE - RITEHERENGRRK
date
2003 2002
Date granted Exercise period Exercise price Number Number
BFES fTREHAR TEE #H 4]
7 February 2002 7 February 2003 $1.18 18,430,000 30,550,000
to 7 February 2012
—ZEE_F_H+tH e S ) R =
—E—_F_A+tH
15 April 2003 15 April 2004 $1.43 2,600,000 -
to 15 April 2013
—EE-FWA+HA “ZETNFNA+RRAE
—=FmMA+AHA
21,030,000 30,550,000
In respect of the options granted, the maximum percentage of HRE B 2B - UTADKRERA{TE
the share options which may be exercised is determined in stages BiEZEEDL :
as follows:
On or after 1st year anniversary 30%
BH—AF 2 % 30%
On or after 2nd year anniversary another 30%
BHEMES 2 B K& H5h30%
On or after 3rd year anniversary another 40%
BRE=@EFZBxHE H5M40%
(c) Details of share options granted during the year, all of which were (c) RAEFERHZEBRE(ZDHARZER
granted for a nominal consideration EREE) #18
2003 2002
Exercise period Exercise price Number Number
TR TEE #H A
7 February 2003 to
7 February 2012
—EE=F-RtHE= —#=ZR+tH $1.18 - 30,550,000
15 April 2004 to 15 April 2013
—ETNFENA+RAE-_E—=FMNA+HH $1.43 2,600,000 -

2,600,000 30,550,000

Dream International limited EMEERER A 8
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

26. EQUITY COMPENSATION BENEFITS (Continued)

(d) Details of share options exercised during the year

26. RAEZHEER (&)
(d) RERTEZBREFE

Market value

Exercise per share at Proceeds
Exercise date TR price exercise date received Number
RITEBH 2
TEE ZBRME SRR A
13 May 2003 —TE=FHA+=H $1.18 $1.42 5,258 4,456,000
11 August 2003 == N\A+—H $1.18 $1.82 4,519 3,829,000
14 October 2003 —ZZE=F+A-+mA $1.18 $1.88 230 195,000
10,007 8,480,000

27. INCOME TAX IN THE BALANCE SHEETS

(a) Current taxation in the balance sheets represent:

27. BEEBERATZAEH
() BERBEBRMRZAMAEHRS

The group The company
A58 £47
2003 2002 2003 2002
Provision for Hong Kong
Profits Tax for the year REERBFSHER 8,489 6,340 8,000 6,000
Provisional Profits Tax paid B EHFEH (2,225) (1,265) (2,096) (982)
6,264 5,075 5,904 5,018
Balance of Profits Tax provision
relating to prior years A FE NS R ERHE R 16,482 12,591 16,482 12,591
Taxation outside Hong Kong BB AIMb & £ IE 3,227 3,084 - -
Less: Tax reserve certificates purchased
under order of the Commissioner of B EEERRRIESE
Inland Revenue (note) A @ERE (MaE) (16482)  (10,489)  (16482)  (10,489)

9,491 10,261 5904 7,120

Note: As at 31 December 2003, tax reserve certificates totalling Btat - RZZZT=F+-_A=+—8 ~AFREE

98

99

$16,482,000 were purchased by the company pending the
resolution of certain enquiries raised by the Hong Kong Inland
Revenue Department (“IRD”) relating to the years of assessment
1998/99 to 2002/2003. Based on the information available to
date, the directors of the company consider the tax provisions
included in the financial statements in the aggregate amount
of $16,482,000 for the above years of assessment are adequate
after taking into account the nature of the enquiries raised by
the IRD and the bases upon which the company’s assessable
profits for the years of assessment prior to 1998/99 have been
agreed with the IRD.

HFEIE 16,482,000 T2 Wi - AFEE
BBE (HR1) =N/ NWhRBRE
BEZZZ- /E=RBFERBOBNE
HER o REBEBEARR ILATRG 2 ERAT
R ARDERLERBBRBER M
B ARARBR—AN S NARREE
A FERT RS NPT R E T B R B RO R 2R -
RAT DR E RS IRR AEL B
16,482,000 TZ EHTIEFTE °
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

27. INCOME TAX IN THE BALANCE SHEET (Continued)

(b) Deferred tax assets and liabilities recognised:

(1)

27. EEEBRAIRZABH (&)
(h) ERAEEHHEEERAR

The group (i) ZEE
The components of deferred tax (assets)/liabilities recognised REEBBERABRZELERE (B
in the balance sheet and the movements during the year are E) /AEHEE UWERFAZES
as follows: R
Depreciation Defined Provision Other
allowances Tax losses benefit for  short-term
in excess of related brought retirement retirement temporary
depreciation forward plan  allowances differences Total
EBREREN THEA RERH HitEH
REZHE BREE BIRGHE  RAKEER ERER @t
Deferred tax arising from:
RE T BIE ZERERE :
At 1 January 2002
R-ZZ-%#-f-H
- as previously reported
- FEERE - - - - - -
- prior period adjustments
— R E 896 (4,260) = (507) (948) (4,819)
- as restated
-BER 896 (4,260) = (507) (948) (4,819)
Charged/(credited) to consolidated income statement
REsABREAIIR/ (GHA) (195) 152 - (291) 736 402
At 31 December 2002 (restated)
RZZZ=F+=-A=1—H (EH) 701 (4,108) = (798) (212) (4,417)
At 1 January 2003
R-ZZ=%-f—H
- as previously reported
- LEERE - - - - - -
— prior period adjustments
— iR 701 (4,108) = (798) (212) (4,417)
- as restated
-BEH 701 (4,108) = (798) (212) (4,417)
Reclassification
EEipaE = - (657) 657 - -
Addition through acquisition of subsidiary (note 30)
BRYCENB AT Mz 30) 38 - (347) = (1,039) (1,348)
Charged/(credited) to consolidated income statement
WEABRERNGIY/ (GTA) (502) 240 @) 141 1,304 1,180
At 31 December 2003
WZEE=F+-A=t-H 237 (3,868) (1,007) - 53 (4,585)
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For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

27. INCOME TAX IN THE BALANCE SHEET (Continued) 27. EEABERATZAEH (&)
(b) Deferred tax assets and liabilities recognised: (Continued) (h) ERRELBELEEREE (&)
(i) The company (i) ARF]
The components of deferred tax (assets)/liabilities recognised REEBBRANERZELTE (&
in the balance sheet and the movements during the year are E) /JBEER  URNERNZ&E
as follows: W
Depreciation
allowances Defined Provision Other
in excess of benefit for short-term
related retirement retirement temporary
depreciation plan allowances differences Total
BBEETE RERZ Hibie
NRERE BIRGTE RINSER ERER @
Deferred tax arising from: ~ RE FAISE ZIEERIA -
At 1 January 2002 RZZZ-4-A—-H
- as previously reported - FEERE - - - - -
— prior period adjustments  — A #iHE 1,077 - (372) (231) 474
- as restated -BER 1,077 - (372) (231) 474
Credited to income
statement RERERGTA (464) - (45) - (509)
At 31 December 2002 RZZZ-F+=A=1+—H
(restated) (E%) 613 - (417) (231) (35)
At 1 January 2003 RZZZT=%-F—-H
— as previously reported - LEERE - - - - -
— prior period adjustments  — Aij#i A% 613 - (417) (231) (35)
- as restated -BER 613 = (417) (231) (35)
Reclassification ENNE - (417) 417 = =
Charged/(credited) to REREA
income statement 5%/ (GtA) 117 23 = (94) 46
At 31 December 2003 RZZZ=4+-A=1—H 730 (394) - (325) 11

100 - 101 ! ™
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27. INCOME TAX IN THE BALANCE SHEET (Continued)
(b) Deferred tax assets and liabilities recognised: (Continued)
(ii)  The company (Continued)

27. BEABRFIRZABE (&)
(h) CHIAEEHEEEREE (£
(i) ZAnal (&)

The group The company
S | b NG|
2003 2002 2003 2002
Net deferred tax asset
recognised on the REEBERER
balance sheet ZIEEFTS B EFE (4,596)  (4,580) - (35)
Net deferred tax liability
recognised on the REEBERER
balance sheet ZIREFSIR A EFE 11 163 11 =
(4,585) (4,417) 11 (35)

28. SHARE CAPITAL

28. RZ&

2003 2002

No. of No. of
shares' 000 Amount shares’ 000 Amount
BEE ¢E RHEA kx|
(F&) (FR)
Authorised: EERA
Ordinary shares of US$0.01 SREE0.01 ETLER 5,000,000 390,000 140,000 10,794
Increase in authorised capital (note (i) EIEERA (Kaa) - - 4,860,000 379,206
5,000,000 390,000 5,000,000 390,000
Issued and fully paid: BEEIRAZRA -
At 1 January R—A—H 650,000 50,574 140,000 10,794
Shares issued under share
option scheme BIEERE BB TR 8,480 661 = =
Capitalisation issue (note (i)) BAET (Baa) - - 347,500 27,105
New issue on public offer (note (ii) ARBE BT (M) - - 162,500 12,675
At 31 December R+=-A=+—H 658,480 51,235 650,000 50,574

Notes:

(i)  Pursuant to a written resolution passed by the shareholders on 22 January
2002, the authorised share capital of the company was increased from
US$1,400,000 to US$50,000,000 by the creation of a further
4,860,000,000 shares. In addition, $27,105,000 (US$3,475,000) standing
to the credit of the share premium account (after taking into account the
share premium arising from the new issue and placing of the company’s
shares pursuant to the listing of the company’s shares on the SEHK) was
applied in paying up in full at par 347,500,000 shares of US$0.01 each
for allotment and issue to the shareholders in proportion to their then
holdings.

(ii)  In February 2002, 162,500,000 shares were issued at an issue price of
$1.20 each upon the listing of the company’s shares on the SEHK.

izt -

() WBER-TE-_F-—A-+-AKKRRBANE
HRZE - NAREBILH 4,860,000,000 AR
% BEAER AR 1,400,000 ETEME
50,000,000 7T © 2 RE NG IRE AR S R BT
347,500,000 B &I E{E 0.01 E TS T E R
R ORESEERELR) - 427,105,000 7T
(3,475,000 % 7T) 2BRDHEBRERSE (K&t
RAAAREEAHIAM LA ENRRES
REENRNRE) 2EAZI RS RBETR
D4RTETE ©

(i) E=FFT-_F-F  ARAUFKRIEITEL20T
BB P LTI ETT 162,500,000 AR A% 1H ©
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

29. RESERVES 29. f#fE
(a) The group (a) &KEH
Revaluation
reserve -
General Land use
Share reserve rights and Retained

premium fund buildings profits Total
(note (if) (note (i) (note (i)
T fERE
—& REEY

RPEE wEE EfhfkE REET ag

(Ara(ii) (KeE () (Hiz(ii)

At 1 January 2002 RZTE=F—-F—H

— as previously reported - FFEHE 20,817 8,204 701 238,577 268,299

— prior period adjustment —EREMER

in respect of deferred AR
tax (note 11) (FaE11) = = = 4819 4819

- as restated -BER 20,817 8,204 701 243,39 273,118
Dividends approved in REERIABR £

respect of the previous —FERRE

year (note 9(b)) (HizE9(b)) - - = (31,200) (31,200)
Transfer between reserves ELHE - 3,758 - (3,758) -
Premium on shares issued REAREE

pursuant to public offer BIRH 5B 182,325 = = = 182,325
Public offer expenses AREERY (19,759) - - - (19,759)
Capitalisation issue BB (27,105) - - - (27,105)
Realisation of revaluation

reserve Bih#ES - - 37) 37 -
Profit for the year

(as restated) AERER (EH) = = = 113,489 113,489
Dividends declared in

respect of the current AEEEERRE

year (note 9(a)) (HizE 9(a) - - = (15,600) (15,600)
At 31 December 2002 W-EE-_#+-A=t+—-H 156,278 11,962 664 306,364 475,268
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

29. RESERVES (Continued)
(a) The group (Continued)

29. f##& (&)
(a) &8 (&)

Revaluation
reserve -
General Land use
Share reserve Exchange rights and Retained
premium fund reserve buildings profits Total
(note (ii)) (note (i)) (note (ii))
THhERE
& REEN
R EE HEe ErifhiE BfhfiE REEF aE
(Wiz i) (HrzE() (Bizki)
At 1 January 2003 RZZZ=5-A-H
— as previously reported - LEERE 156,278 11,962 - 664 301,947 470,851
— prior period adjustment —BEMER
in respect of deferred ZHIHHRE
tax (note 11) (e 11) - - - - 4417 4417
- as restated -BER 156,278 11,962 664 306,364 475,268
Dividends approved in respect of ~ AEERBEBR F—
the previous year (note 9(b)) FENRE (HEb) = - - - (41,885) (41,885)
Transfer between reserves Edqlat - 2,523 - = (2,523) =
Premium on exercise of share options TR IE 2 R E 9,346 - - - - 9,346
Realisation of revaluation reserve  EfEHESR - - (37 37 -
Profit for the year RERF &R - - - - 120,952 120,952
Dividends declared in respect AEEEERRE
of the current year (note 9(a)) (K 9(a) - - - - (19,755) (19,755)
Exchange differences on translation #E/§5 5
of financial statements of BRE
foreign entities EANERZR - = 116 = = 116
At 31 December R-ZE=F
2003 +-A=1+-H 165,624 14,485 116 627 363,190 544,042
Notes: Wi -
(i)  According to the PRC laws applicable to wholly-owned foreign (i) WRBEANRZEIINRBRECZEZHBEERE KA

(ii)

investment enterprises, the PRC subsidiaries of the company are AIZ BB ARERY —REES  WEDE

required to set up a general reserve fund and appropriate at least
10% of their annual net profits after taxation, as determined under
PRC accounting regulations, to the general reserve fund until the
balance of the fund equals to 50% of the respective enterprise’s
registered capital. This fund can be used to make good losses and to
convert into paid-up capital.

The application of the share premium account is governed by section
48B of the Hong Kong Companies Ordinance. The revaluation reserve
has been set up and will be dealt with in accordance with the
accounting policy adopted for the revaluation of land use rights and
buildings held for own use (note 1(g)).

(i)

HFRRBR AN GRh BRI E) 210%
HEAREEAN  BEERBIERBENEEH
REFMEARZ50% 1L - LR ER B IERH
R RERAMRRARE -

B aEROAEZEEE (REIKDG) %488
HATEEE - ARAIEREMHEE - L SREH
EEFHER AL AR PIRBR &5t
BRI Lk (M L)
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

29. RESERVES (Continued)

29. f#E (&)

(b) The company (h) AAH
Share Retained
premium profits Total
B EE REBEFI ko)

At 1 January 2002 RZZEZE_F—-H—H

— as previously reported — FFERS 20,817 198,765 219,582

— prior period adjustment in —IEREFTEHL

respect of deferred tax (note 11) Z RIS (M 11) - (474) (474)

— as restated —BE®R 20,817 198,291 219,108
Dividends approved in respect NEEREBR E—FE

of the previous year (note 9(b)) RARE. (KzF 9(b)) - (31,200) (31,200)
Premium on shares issued RIBAFEEET

pursuant to public offer Bt 2 miE 182,325 = 182,325
Public offer expenses PRABERY (19,759) = (19,759)
Capitalisation issue BT (27,105) - (27,105)
Profit for the year (as restated) RNEEEF (FR) - 84,015 84,015
Dividends declared in respect of REEEEIRKRE

the current year (note 9(a)) (et 9(a) - (15,600) (15,600)
At 31 December 2002 RZBZT-_F+-_A=+—H 156,278 235,506 391,784
At 1 January 2003 RZTE=F—HA—H

— as previously reported — L FERE 156,278 235,471 391,749

— prior period adjustment in —iEREFTISHR

respect of deferred tax (note 11) Z BB (M 11) = 35 35

— as restated —BER 156,278 235,506 391,784
Dividends approved in respect of REERHEBR E—FE

the previous year (note 9(b)) RBRE (BaF 9(b)) - (41,885) (41,885)
Premium on exercise of share options EATEREREEL =B 9,346 = 9,346
Profit for the year NEE 5 F = 90,357 90,357
Dividends declared in respect of REEEEIRKRE

the current year (note 9(a)) (Kt 9(a) = (19,755) (19,755)
At 31 December 2003 R-BZ=F+-A=+—H 165,624 264,223 429,847
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

29. RESERVES (Continued)

(b) The company (Continued)

At 31 December 2003, the aggregate amount of reserves available n=
for distribution to shareholders of the company was $264,223,000 PN/
(2002: $235,506,000). After the balance sheet date the directors
proposed a final dividend of $0.060 per share (2002: $0.064 per
share), amounting to $39,509,000 (2002: $41,885,000). This
dividend has not been recognised as a liability at the balance

sheet date.

30. ACQUISITION OF SUBSIDIARY

2003

Net assets acquired:

29. ##& (&)
(h) AT (&)

EE

30. WEEKIE L F

P AR EEFE -

TT=F+-A=+—H  AHHET
B ER A Rt e
(ZZTZ—4 : 235,506,000 7T)
BEABEZDRAIKREER0.060 7T
—TZT=-F:8R0.064 )
39,509,000 7t (—
T0) ° B BREE

TE 4 : 41,885,000

BFE /A 264,223,000 7T

v At

= X

B ARERRAE -

Fixed assets (note 13(a)) BEE&E (Maf13(a) 2,763
Investment securities (note 18) WEFES (K17 18) 11,313
Deferred tax assets (note 27(b)) BIEFMBREE (e 27(b) 1,348
Trade debtors, bills receivable, deposits FEUERER - BRI - Re

and prepayments RIBRR 61,710
Cash at bank and in hand RITFRRBE S 123,154
Creditors and accrued charges FETBR R R FEET & (165,026)
Current taxation RERFTTS %R (1,189)
Defined benefit retirement plan (note 25(a)) REM=RIKETE (K72 25(a) (8,500)

25,573

Positive goodwill arising on consolidation (note 15) FATEREANIERE (Mt ls) 108,581
Total purchase price paid, satisfied in cash

(including expenses capitalised) LIRS EMNBNEE (BIEANMERAR) 134,154
Less: cash of the subsidiary acquired B BT BRI B A RIS (123,154)
Net cash outflow in respect of

the purchase of subsidiary BAKNEB A MRS R T 11,000
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Notes on the Financial Statements i ##3k ii &

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

31. COMMITMENTS 31. &¥E

(@) M=FTT=F+_A=+—RKENMIK

(a) Capital commitments outstanding at 31 December 2003 not

106

107

g

(b)

(c)

provided for in the financial statements were as follows:

R TSR NIRRCERR EAREN T

The group The company
K5H YN
2003 2002 2003 2002
Contracted for 2E4) 4,694 2,921 4,694 212

At 31 December 2003 the total future minimum lease payments
under non-cancellable operating leases in respect of properties
are payable as follows:

(b)

REZZZ=F+_A=1+—R ' RETAIHF
B R ERE RIRE N SEBRENREE
e

The group The company
S -- | b NG|
2003 2002 2003 2002
Within 1 year 15X 22,718 19,782 14,944 13,927
After 1 year but within 5 years 1 FE%BSER 31,182 30,164 21,683 27,210
After 5 years 5 F1% - 3,205 - 3,204
53,900 53,151 36,632 44,341

The group leases a number of properties under operating leases.
The leases typically run for an initial period of one to three years,
with an option to renew the lease when all terms are renegotiated.
None of the leases includes contingent rentals.

During the year, the company entered into a long-term structured
deposit contract with a bank and committed to place a total of
US$15,000,000 (equivalent to $116,445,000) over a period of 3
years to July 2005. At 31 December 2003, an aggregate amount
of US$8,000,000 (equivalent to $62,104,000) was placed with
the bank.

(c)

AEFENEEHERREOME - BLEE
—RONTHR1IE3IF  WEREREED
HRR®REY - RAKEHESTREaRER

REERN - AARER—ERITAI LA RE
A FRENALAHEE_TTRAFEARLE
E‘D3¢WT¥%&ZE\#\15,000 00037t (H8%
7116,445,0007T) - R=ZZEZ=F+=_A
=t—B BFRZROTZEREHRR
8,000,000 7t (%5 62,104,0007T) °
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Notes on the Financial Statements Bt &R &M =

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

32. MATERIAL RELATED PARTY TRANSACTIONS
During the year, the group entered into the following transactions with RER - AREBEGEE A T#T IR S

its related parties:

(i)

(ii)

The group acquired 100% equity interest in Dream INKO Co., Ltd () AEEFAREEZLIERAFIC&H Co., Ld
from the shareholders of the group’s ultimate holding company,
C & H Co., Ltd, for a consideration of $134,154,000.

2003 2002

Sales to:
The ultimate holding company:
—C & H Co., Ltd (note 34(ii))
Fellow subsidiaries:
— Jung Yoon Textiles (Private) Ltd
- C & H Lanka (PVT) Ltd
— Gina World Co., Ltd
— Dream INKO Co., Ltd (note (a))

(ii)

32. ERBBALRS

Z BRER Y& Dream INKO Co., Ltd 100% A%
Kz - (R 134,154,000 7T °

HET :
AR A
— C &H Co., Ltd (H7E 34(ii)) 246,171 454,886
BREMBAR :
— Jung Yoon Textile (Private) Ltd 176 -
— C & H Lanka (PVT) Ltd - 1,469
— Gina World Co., Ltd 14,866 37,106
— Dream INKO Co., Ltd (ff5#(a)) 62,692

323,905 493,461
Associates: i NET I
— Sung Won Industries Inc. — Sung Won Industries Inc. 25,867 11,261
— Yuan Lin Toys — IR (BRM)
(Suzhou) Co., Ltd BRAT] 480 =
26,347 11,261

Dream International limited EMEERER A 8
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Notes on the Financial Statements Bt &R R M=

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE —EE=4#+— H=-1—H I F/E (L EE T L& HT)

32. MATERIAL RELATED PARTY TRANSACTIONS (Continued) 32. EXBBALRS (&)

RER - REE D EERMA TET T IR S

During the year, the group entered into the following transactions with

its related parties: (Continued)

2003 2002

(&)

(iii) Purchases from: (i) HREER
The ultimate holding company: RAEERAR] -
- C&H Co., Ltd — C & H Co., Ltd 44,798 105,526
Fellow subsidiaries: EEAENGE
— C & H Lanka (PVT) Ltd — C & H Lanka (PVT) Ltd - 2,525
- Jung Yoon Textiles (Private) Ltd — Jung Yoon Textile (Private) Ltd - 5,312
— Dream INKO Co., Ltd (note (a)) — Dream INKO Co., Ltd (Kf#£(a)) 11,562 =
56,360 113,363
Associates: Bt AR -
— Sung Won Industries Inc. — Sung Won Industries Inc. 996 10,268
— Yuan Lin Toys — THITR (BFM)
(Suzhou) Co., Ltd BRAT 3,907 =
4,903 10,268
(iv) Sales commission paid/payable to: (v) B/ EA&OEERS
The ultimate holding company: REIERRAR]
- C&H Co., Ltd — C &H Co., Ltd 3,318 1,822
Fellow subsidiary: EELENGE
— Dream INKO Co., Ltd (note (a)) — Dream INKO Co., Ltd (Kt(a)) 3,031 =
6,349 1,822
(v) Sales commission received/receivable from: (v) B/ EUHEERS
The ultimate holding company: BRI AR] -
- C&H Co., Ltd — C &H Co., Ltd 517 4,838
Fellow subsidiary: RZEKBRA :
— Dream INKO Co., Ltd (note (a)) — Dream INKO Co., Ltd (K:E(a)) 38 =
555 4,838
(vi) Rentals paid/payable to: i) B/ EMAESE
The ultimate holding company: REERAR]
- C&H Co., Ltd — C &H Co., Ltd 1,164 -
(vii) Processing fees paid/payable to: (i) B/ EAMIE
Associate: Bt AR
— Yuan Lin Toys (Suzhou) Co., Ltd — TMITR (B&MN) BRAA 10,331 =
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32.

33.

34.

S5

Notes on the Financial Statements B # Rk izt

For the year ended 31st December 2003 (Expressed in thousands of Hong Kong dollars) #ZE - EZE=4#+— H=-1—H I F/E (L EE T L& HT)

MATERIAL RELATED PARTY TRANSACTIONS (Continued)
Notes:

(a) Dream INKO Co., Ltd was incorporated on 1 August 2003 as part of the
restructuring of the businesses of C & H Co., Ltd. It was acquired by the
group on 30 September 2003. The transactions with Dream INKO Co., Ltd
included in this note relate to those entered into prior to 30 September
2003.

(b)  The directors of the company are of the opinion that the above transactions
with related parties were conducted in the ordinary course of business on
normal commercial terms.

POST BALANCE SHEET EVENTS

After the balance sheet date the directors proposed a final dividend.
Further details are disclosed in note 9.

COMPARATIVE FIGURES

(i)  Certain comparative figures have been adjusted as a result of the
change in accounting policy for deferred taxation, details of which
are set out in note 11.

(ii) As disclosed in the company’s announcements dated 29 August
2003 and 8 September 2003 and the group’s interim report for
the six months ended 30 June 2003, certain sales to C & H Co.,
Ltd for the year ended 31 December 2002 were misclassified as
sales to third parties and not disclosed as related party translations
in the 2002 financial statements of the group. The sales amount
to C & H Co., Ltd for the year ended 31 December 2002 should
be $454,886,000 and this amount has been included in note 32
on the financial statements.

ULTIMATE HOLDING COMPANY

The directors consider the ultimate holding company at 31 December
2003 to be C & H Co., Ltd., which is incorporated in the Republic of
Korea.

32. ERBEBALRE (&)
st

(a) Dream INKO Co., Lid 3R =TT =F)\A—Hz*
AL - EAC & H Co., LId¥TEEH 2 —E615 °
HERZZZ=FHA=+AHAEERE - KK
A FTEEEDream INKO Co., Lid 2 X ZER—F
E=FNA=+ARILEGR -

(b) ARREERE  LHERMATZRFTINE
%%ﬁ%i@&ﬂiﬂ RIER R ©

33. HEBEEE
EENHEERRERDIRRBIRE - BRFIEH
RPFEEQ °

34, BB F
(i) MMESRTTRERELEMEHRAEETER @ &
-E PHEREFEEL AR - BB

511 -

ru

(i) FOAARAHA—ZZ=F/\A=+NHAH
k22 =FNLANBRTIZEZ M AR
AEEHIE—TT=FA=FTHIEEA
ZHERERER  HE—TT-F 1+ A
=+—HILFEHEHETC&HCo., Lidz&
TERERDERRIE=FCHE - BWE
EAREE T — FHIS IR 8 5R R
ALRG - REE-_TT_F+_A=+—
IHFEHEETFC & HCo., Lid2&%EEA
454,886,0007T * %< 58 E SN M Bk
Mz 325 -

35. RAER AT

BEE=RR REE=F+_A=+—HNHKRK
T%Hﬁ@ﬂ?%ﬁé‘ﬁﬁ&ﬁafﬂﬁﬁkiﬁ’\] C & H Co.,
Ltd. °
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