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Notes to the Accounts

Basis of preparation

Although the Group incurred a consolidated net loss
attributable to the shareholders of HK$76,976,000 for the
year ended 31st December 2003, and had net current
liabilities of HK$337,251,000 as at 31st December 2003,
the going concern basis has been adopted by the directors
in the preparation of these accounts after considering the
following:

(a) The adoption of various measures to continue to
improve the Group’s operational performance, including
expansion into new markets and the implementation of
cost controls.

(b) As disclosed in Note 21 to the accounts, certain bank
loans, with which the Group largely finances its day-to-
day working capital requirements, are due for repayment
in 2004. The Group is currently negotiating with its
bankers to roll over these loans and/or to extend their
repayment terms and for additional financing to meet
its estimated needs. Bank loans of approximately
HK$196,000,000 outstanding as at 31st December
2003, which matured before the date of approval of
these accounts, have subsequently been rolled over
for a further year and no loan facilities have been
withdrawn by the banks during this same period.

(c) The Group is also actively exploring the availability of
alternative sources of financing should its negotiations
with its current bankers not be fully successful. As
disclosed in Note 30 to the accounts, in February
2004, the Company issued 200,000,000 shares to
third-party investors at a price of HK$0.40 per share
through a placing and subscription arrangement. The
net proceeds from the subscription of HK$77,000,000
have been received by the Company and will be used
to increase the production capacity of and as general
working capital of the Group.

Principal accounting policies

The accounts have been prepared in accordance with
accounting principles generally accepted in Hong Kong and
comply with accounting standards issued by the Hong
Kong Society of Accountants (“HKSA”). They have been
prepared under the historical cost convention except that,
as disclosed in the accounting policies below, certain
properties are stated at fair value.
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2. Principal accounting policies (Cont'd)

In current year, the Group adopted Statement of Standard
Accounting Practice (“SSAP”) No. 35 “Government Grants
and Disclosure of Government Assistance” and SSAP No.
12 “Income Taxes” issued by the HKSA which are effective
for accounting periods commencing on or after 1st July
2002 and 1st January 2003, respectively.

The adoption of these new polices had no material effect
on amounts reported in the prior year.

(a) Group accounting
(i) Consolidation

The consolidated accounts include the accounts of
the Company and its subsidiaries made up to 31st
December.

Subsidiaries are those entities in which the
Company, directly or indirectly, controls the
composition of the board of directors, controls
more than half of the voting power or holds more
than half of the issued share capital.

All significant intercompany transactions and
balances within the Group are eliminated on
consolidation.

Minority interests represent the interests of outside
shareholders in the operating results and net
assets of subsidiaries.

In the Company’s balance sheet the investments
in subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of
dividends received and receivable.

(ii) Associated companies
An associated company is a company, not being a
subsidiary, in which an equity interest is held for

the long-term and significant influence is exercised
in its management.
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AR B PiEE

Notes to the Accounts

2. Principal accounting policies (Cont'd)
(a) Group accounting (Cont’d)

(ii) Associated companies (Cont'd)

The consolidated profit and loss account includes
the Group’s share of the results of associated
companies for the year, and the consolidated
balance sheet includes the Group’s share of the
net assets of the associated companies and
goodwill/negative goodwill (net of accumulated
amortisation) on acquisition.

Equity accounting is discontinued when the carrying
amount of the investment in an associated company
reaches zero, unless the Group has incurred
obligations or guaranteed obligations in respect of
the associated company.

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interest in the associates;
unrealised losses are eliminated unless the
transaction provides evidence of an impairment of
the asset transferred.

(iii) Translation of foreign currencies

Transactions in foreign currencies are translated at
exchange rates ruling at the transaction dates.
Monetary assets and liabilities expressed in foreign
currencies at the balance sheet date are translated
at rates of exchange ruling at the balance sheet
date. Exchange differences arising in these cases
are dealt with in the profit and loss account.

The balance sheet of subsidiaries and associated
companies expressed in foreign currencies are
translated at the rates of exchange ruling at the
balance sheet date whilst the profit and loss
account is translated at an average rate. Exchange
differences are dealt with as a movement in
reserves.
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2. Principal accounting policies (Cont'd)

(b) Intangible assets

()

(i)

(iii)

Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share
of the net assets of the acquired subsidiary at the
date of acquisition.

Goodwill on acquisitions that occurred prior to 1st
January 2001 was eliminated against reserves.
Any impairment arising on such goodwill is
accounted for in the profit and loss account.

Goodwill on acquisitions occurring on or after 1st
January 2001 is included in intangible assets and
is amortised using the straight-line method over its
estimated useful life. For all goodwill on acquisition
is generally amortised over 10 years.

Taxi licenses

Expenditure on acquired taxi licenses is capitalised
and amortised using the straight-line method over
their useful lives, but not exceeding 20 years. Taxi
licenses are not revalued as there is no active
market for these assets.

Research and development costs

Research costs are expensed as incurred. Costs
incurred on development projects relating to the
design and testing of new or improved products
are recognised as an intangible asset where the
technical feasibility and intention of completing the
product under development has been demonstrated
and the resources are available to do so, costs are
identifiable and there is an ability to sell or use the
asset that will generate probable future economic
benefits. Such development costs are recognised
as an asset and amortised on a straight-line basis
over a period of not more than 5 years to reflect
the pattern in which the related economic benefits
are recognised. Development costs that do not
meet the above criteria are expensed as incurred.
Development costs previously recognised as an
expense are not recognised as an asset in the
subsequent period.
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AR B PiEE

Notes to the Accounts

2. Principal accounting policies (Cont'd)

(b) Intangible assets (Cont’'d)

(iv) Impairment of intangible assets

Where an indication of impairment exists, the
carrying amount of any intangible asset, including
goodwill previously written off against reserves, is
assessed and written down immediately to its
recoverable amount. Such impairment loss is
recognised in the consolidated profit and loss
account.

(c) Property, plant and equipment

(i)

Investment properties

Investment properties are interests in land and
buildings in respect of which construction work and
development have been completed and which are
held for their investment potential, any rental
income being negotiated at arm’s length.

Investment properties are valued at intervals of not
more than three years by independent valuers.
The valuations are on an open market value basis
related to individual properties and separate values
are not attributed to land and buildings. The
valuations are incorporated in the annual accounts.
Increases in valuation are credited to the investment
properties revaluation reserve. Decreases in
valuation are first set off against increases on
earlier valuations on a portfolio basis and thereafter
are debited to operating profit. Any subsequent
increases are credited to operating profit up to the
amount previously debited.

Upon the disposal of an investment property, the
relevant portion of the revaluation reserve realised
in respect of previous valuations is released from
the investment properties revaluation reserve to
the consolidated profit and loss account.
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Principal accounting policies (Contd)

(c) Property, plant and equipment (Cont’d)

(i)

(iii)

Construction-in-progress

Construction-in-progress represents plant and
properties under construction and is stated at cost
less accumulated impairment losses. This includes
cost of construction, plant and equipment and
other direct costs as well as interest charges and
exchange differences arising from foreign currency
borrowings used to finance these projects during
the construction, installation and testing periods.

Construction-in-progress is not depreciated until
such time as the assets are completed and ready
for their intended use.

Other property, plant and equipment

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

42 HUALING HOLDINGS LIMITED

Notes to the Accounts

2. FTES

AR B BfaE

R (®)

(c) W% HBERRE(E)

(i)

(iii)

EEIR

ERIEEZETOREMME &2
TREKAERRGRERKIE - &
BIHAA  BERREREMEREX
AMERZEE L ASBMEANFE
EREAZEHBEME ZINEERME
EZERERE -

RZEEERTYARACHA - #F
ER TR RIE -
Hiys - BERKE
GRREMEREZIRN  EfWE -

BEREBEERABRRTERRA
WMEBRIAKR BEZRERHEBEE
o A8 B B BUB AN RE TR AL 1R #E
ERBZEERA - EVE  BERK
BRABERELEZXE  MEERE
REFERE  —REERAELERNE
mARPHIR - HWERKZIBERBEBTZ
AXHERRRAERZEANE  BE
R mmERZ &EM M - A&
AXHBEDE BERKRBZBEINK
o




AR B PiEE

Notes to the Accounts

2. Principal accounting policies (Cont'd)

(c) Property, plant and equipment (Cont’'d)

(iv) Depreciation

(v)

Leasehold land of other property, plant and
equipment is depreciated over the period of the
lease while other property, plant and equipment
are depreciated at rates sufficient to write off their
cost less accumulated impairment losses over
their estimated useful lives on a straight-line basis
after taking into account of the estimated residual
value. The expected useful lives are as follows:

Estimated useful lives

Land use rights

Buildings

Plant and machinery

Furniture, fixture and
electronic equipment

Motor vehicles

Computer equipment

Moulds and other equipment

50 years
10 years to 30 years
10 years to 20 years

5 years to 10 years
5 years to 10 years

5 years
2 years to 10 years

Impairment and gain or loss on sale

At each balance sheet date, both internal and
external sources of information are considered to
assess whether there is any indication that assets,
including construction-in-progress and other
property, plant and equipment, are impaired. If any
such indication exists, the recoverable amount of
the asset is estimated and where relevant, an
impairment loss is recognised to reduce the asset
to its recoverable amount. Such impairment losses
are recognised in the consolidated profit and loss
account except where the asset is carried at
valuation and the impairment loss does not exceed
the revaluation surplus for that same asset, in
which case it is treated as a revaluation decrease.

The gain or loss on disposal of a property, plant
and equipment other than investment properties is
the difference between the net sales proceeds and
the carrying amount of the relevant asset, and is
recognised in the consolidated profit and loss
account.
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Principal accounting policies (Contd)

(d)

(e)

()

(9)

(h)

Government grants

A government grant is recognised, when there is a
reasonable assurance that the Group will comply with
the conditions attaching with it and that the grant will
be received.

Grants relating to income are deferred and recognised
in the profit and loss account over the period necessary
to match them with the costs they are intended to
compensate.

Operating leases

Leases where substantially all the risks and rewards of
ownership of assets remain with the leasing company
are accounted for as operating leases. Payments made
under operating leases net of any incentives received
from the leasing company are charged to the
consolidated profit and loss account on a straight-line
basis over the lease periods.

Inventories

Inventories comprise stocks and work in progress and
are stated at the lower of cost and net realisable value.
Cost, calculated on the first-in, first-out basis, comprises
materials, direct labour and an appropriate proportion
of all production overhead expenditure. Net realisable
value is determined on the basis of anticipated sales
proceeds less estimated selling expenses.

Trade receivable

Provision is made against trade receivable to the
extent they are considered to be doubtful. Trade
receivable in the balance sheet are stated net of such
provision.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance
sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash
on hand and deposits held at call with banks.
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Notes to the Accounts

2. Principal accounting policies (Cont'd)

(i)

(1))

Provisions for warranty

Provisions are recognised when the Group has a
present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources
will be required to settle the obligation, and a reliable
estimate of the amount can be made.

The Group recognises a provision for repairs or
replacement of products still under warranty period at
the balance sheet date. This provision is calculated
based on past history of the level of repairs and
replacements.

Employee benefits
(i) Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as
a result of services rendered by employees up to
the balance sheet date.

(ii) Retirement benefits obligation

The Group has arranged for its Hong Kong
employees to join the Mandatory Provident Fund
Scheme (the “MPF Scheme”), a defined contribution
scheme managed by an independent trustee. The
Group’s subsidiaries incorporated in Mainland China
make contributions to a state-sponsored defined
contribution scheme for the Group’s local staff on
a monthly basis pursuant to laws of the Peoples’
Republic of China (the “PRC”) and relevant
regulations issued by local social security
authorities.

The Group’s contributions to the defined contribution
retirement schemes are expensed as incurred.
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2. Principal accounting policies (Cont'd)

@

Employee benefits (Cont'd)
(iii) Equity compensation benefits

Share options are granted to directors and
employees. If the options are granted at the
market price of the shares on the date of the grant
and are exercisable at the price, no compensation
cost is recognised. When the options are exercised,
the proceeds received net of any transaction costs
are credited to share capital (nominal value) and
share premium.

(k) Deferred taxation

Deferred taxation is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the accounts. Taxation rates enacted or
substantively enacted by the balance sheet date are
used to determine deferred taxation.

Deferred tax assets are recognised to the extent that it
is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred taxation is provided on temporary differences
arising on investments in subsidiaries and associated
companies, except where the timing of the reversal of
the temporary difference can be controlled and it is
probable that the temporary difference will not reverse
in the foreseeable future.

In prior year, deferred taxation was accounted for at
the current taxation rate in respect of timing differences
between profit as computed for taxation purposes and
profit as stated in the accounts to the extent that a
liability or an asset was expected to be payable or
recoverable in the foreseeable future. The adoption of
the revised SSAP 12 represents a change in accounting
policy. The change in the accounting policy on deferred
taxation did not have material impact on the
consolidated accounts for the years ended 31st
December 2003 and 2002.
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AR B PiEE

Notes to the Accounts

2. Principal accounting policies (Cont'd)

(I) Contingent liabilities and contingent assets

(m

-~

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources
will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed
in the notes to the accounts. When a change in the
probability of an outflow occurs so that outflow is
probable, it will then be recognised as a provision.

A contingent asset is a possible asset that arises from
past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or
more uncertain events not wholly within the control of
the Group.

Contingent assets are not recognised but are disclosed
in the notes to the accounts when an inflow of
economic benefits is probable. When inflow is virtually
certain, an asset is recognised.

Revenue recognition

Revenue from the sale of goods is recognised on the
transfer of risks and rewards of ownership, which
generally coincides with the time when the goods are
delivered to customers and title has passed.

Interest income is recognised on a time proportion
basis, taking into account the principal amounts
outstanding and the interest rates applicable.

Operating lease rental income is recognised on a
straight-line basis over the terms of the lease.
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2. Principal accounting policies (Cont'd)

(n)

(o)

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get
ready for its intended use or sale are capitalised as
part of the cost of that asset.

All other borrowing costs are charged to the
consolidated profit and loss account in the year in
which they are incurred.

Segment reporting

In accordance with the Group’s internal financial
reporting the Group has determined that business
segments be presented as the primary reporting format
and geographical as the secondary reporting format.

Unallocated costs represent corporate expenses.
Segment assets consist primarily of intangible assets,
property, plant and equipment, inventories, receivables
and bank balances and cash, and mainly exclude
investment properties. Segment liabilities comprise
operating liabilities and exclude items such as taxation
and certain corporate borrowings. Capital expenditure
comprises additions to intangible assets and property,
plant and equipment.

In respect of geographical segment reporting, sales
are based on the countries in which the customers are
located. Total assets and capital expenditure are
where the assets are located.
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Notes to the Accounts

AR B PiEE

Turnover, revenue and segment information

www.hualing.com

EXBE WakoHEH

The Company is an investment holding company. The
Group is principally engaged in the manufacture and sale
of household electrical appliances, which include
refrigerators, air-conditioners and mini-refrigerators.

ARARR—BREERRAR - AEBZTEXEK
REENMBEREER  BFKME - ZHAKE)
BUkAE - AFEIBRZ WM T ¢

Revenues recognised during the year are as follows:

2003 2002
HK$°000 HK$°000
Turnover L T T BT T
Sales of refrigerators KA E 303,524 314,400
Sales of air-conditioners ERBIEE 1,005,654 745,207
Sales of mini-refrigerators NEL KRS H B 264,144 201,465
1,573,322 1,261,072
Other revenue EHfh 2B A
Rental income HERA 5,091 4,277
Less: outgoing in respect of the B s WA
above rental income Z AR (351) (209)
4,740 4,068
Government grants AT 4 B W A 4,847 3,026
Sales of scrap materials EEREE 2,807 5,261
Others H At 2,761 1,405
15,155 13,760
Total revenue U = 1,588,477 1,274,832
Primary reporting format — business segments FESEREFR XD
The Group is organised into three main business segments: EFRKE-"IBIFEELK L :
Refrigerator business — manufacture and distribution KFEET — RS Ry ETER 2K

of a broad range of
refrigerators

Air-conditioner business — manufacture and distribution
of a broad range of air-
conditioners

Mini-refrigerator business — manufacture and distribution
of a broad range of mini-
refrigerators

Other businesses of the Group mainly comprise holding of
investment properties and renting of cars and properties,
neither of which are of a sufficient size to be reported
separately.

Het

BEK - RERDHEBEZEINZZ=RHK

NEUKRE RS — BERDEERARZ /NI

SEEMEBIZAREREMERLANAE
K% MENRES TRAMER LY BERE -



3. Turnover, revenue and segment information (Contd)

Primary reporting format — business segments (Cont’'d)

@s to the Accounts BR B MfzE

3. BEHE WHERDBER (@)
FTEFPRELR—EBHH (B

Air- Mini-
Refrigerator conditioner refrigerator Other
business business business businesses Elimination Group
INEL KRG
KAEER ZREB X% HME® i ]
2003 2003 2003 2003 2003 2003
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT B8t #AETr AT BEFTT BETx
Turnover ] 303,524 1,005,654 264,144 - - 1,573,322
Segment results HBEE (40,355) 11,038 10,415 (4,803) - (23,705)
Unallocated costs AP EAKA (10,442)
Operating loss mEEE (34,147)
Finance costs BHER (11,981)  (22,939)  (2,741) (20) 5357 (32,324)
Finance cost unallocated APBEMBER 42
Share of losses of JEE % & D A
associated companies 1B (1,197)
Loss before taxation BAEE (67,626)
Taxation BB (1,148)  (3,112)  (1,795) (451) - (6,506)
Loss after taxation BeEBsa (74,132)
Minority interests DERRE = (2,844)
Loss attributable to
shareholders AR 3 15 5 18 (76,976)
Segment assets HHBEE 674,491 911,513 243,543 10,687 - 1,840,234
Interests in associated
companies RN 29,063
Unallocated assets APEEE 144,129
Total assets BEE 2,013,426
Segment liabilities SHEE 653,001 790,297 134,540 5,317 - 1,583,155
Unallocated liabilities Ao BE 25,381
Total liabilities BefE 1,608,536
Capital expenditure EAREXH 9,948 16,662 13,861 44 - 40,515
Depreciation e 25,800 37,082 11,800 470 - 75,152
Amortisation of intangible B & &4 2
assets other than goodwill &/ & & # $4 - - - 351 - 351
Amortisation of goodwill B ZEH 680
Other non-cash (income)/ HM3ERE
expenses (WA /=
— (Reversal of)/write-down of — 73 & ¥ &
inventories (BE) /& (9,684) 3,232 - - - (6,452)
— (Write-back of provision)) — 713 &5 &
provision for inventory (=) /
obsolescence EHE (3,138) (1,150) 709 - - (3,579)
— Write-back of provision -RE
for doubtful receivables # [l (1,872) (14,672) (15) - - (16,559)
— Provision for other — H i JE W
receivables RIEER - - 1,988 - - 1,988
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3. Turnover, revenue and segment information (Contd)

Primary reporting format — business segments (Cont'd)

www.hualing.com

3. BEHE -WHERDBER (@)
FESRRERR—EH 52 (&

Air- Mini-
Refrigerator conditioner refrigerator Other
business business business businesses Elimination Group
NEUK S
KFEER ZRER 2B HME® i £H
2002 2002 2002 2002 2002 2002
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETr BE®EFr B¥Tr BTt BETx
Turnover g 314,400 745207 201,465 - — 1,261,072
Segment results DEEE (135,307)  (159,509) 18,708 96,925 - (179,183)
Unallocated costs A A A (20,639)
Operating loss e EE (199,822)
Finance costs % B (21,676)  (18,117) (191) (251) 6,839  (33.396)
Finance cost unallocated APEABER (2)
Share of losses of
associated companies X lap: RN TR (6,663)
Loss before taxation B A B 18 (239,883)
Taxation Bm - (221)  (2,677) (339) - (3.237)
Loss after taxation Bii& 1 (243,120)
Minority interests DERRE = (7,239)
Loss attributable to
shareholders EN X k= (250,359)
Segment assets DHEE 407,170 768,713 261,517 13,975 - 1,451,375
Interests in associated
companies RN B 30,260
Unallocated assets RKABREE 194,675
Total assets BEE 1,676,310
Segment liabilities HHEE 423,784 587,529 165,163 4,028 - 1,180,504
Unallocated liabilities AHREE 23,012
Total liabilities mafE 1,203,516
Capital expenditure N I 10,347 26,404 64,619 744 - 102,114
Depreciation e 34,518 36,306 5,267 482 - 76,573
Amortisation of intangible BB B
assets other than goodwill & E % §5 - - - 537 - 537
Amortisation of goodwill i 7 680
Other non-cash (income)/ HER &M
expenses (A /=
— Reversal of write-down of — 77 &% &
inventories # [ (4,257) (786) - - - (5,043)
— (Write-back of provision)) —F &R X
provision for inventory (B mE)
obsolescence EE (927) 11,389 - - - 10,462
— Provision/(write-back of - &K
provision) for £/
doubtful receivables (¥ [E) 14,054 8,667 (20) - - 22,701
— Provision for other —HMEKFRRE
receivables EE - 10,376 - - - 10,376
— Impairment of property, -M%E BEX
plant and equipment B EEE 8,321 - - - - 8,321



3. Turnover, revenue and segment information (Contd)
Secondary reporting format — geographical segments

The Group’s three business segments are operated in five
main geographical areas:

Mainland China — manufacture and sale of
household electrical
appliances

Europe — sale of household electrical
appliances

Other Asia-Pacific — sale of household electrical

countries appliances

America — sale of household electrical
appliances

Africa — sale of household electrical
appliances

There are no sales between the geographical segments.
Analysis of financial information by geographical segment
is as follows:

Analysis of sales of refrigerators into domestic sales in
Mainland China and export sales outside Mainland China
by region is as follows:

@es to the Accounts BR B Mi&t

w

EEE W WEZRDBER (&)

REBIBHRELA—HED B

EE-"EEXBIBENTREAIEMRES :

B R BE - XAEREERDH
M - XBERDH
HibFAME — RAERDH
EJ - XAERDH
FEM - XBERDH

RS ZEAEEE LS - Hiwk D2 HH

EEOMWT :

123 [ B o3 §0 72 BB 9 R0 L AM OB ok AR 3

EofwT :

2003 2002

HK$’000 HK$’000

ok BT T

Domestic sales AEERS 238,660 272,552
Export sales A E

Europe BOM 36,380 17,865

Asia-Pacific CEWN 27,958 23,001

Africa IEM 278 352

America =M 248 630

Total export sales HREEeE 64,864 41,848

Total & &F 303,524 314,400
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Notes to the Accounts BR B KfizT

3. Turnover, revenue and segment information (Contd) 3. BEH WERIBEHR @)
Secondary reporting format — geographical segments (Cont'd) B BREFR —HED I (&)
Analysis of sales of air-conditioners into domestic sales in R =& HEFR AR B A O A ZE JE 4R
Mainland China and export sales outside Mainland China EamT
by region is as follows:
2003 2002
HK$°000 HK$’000
ok BT
Domestic sales RS 585,735 501,801
Export sales HREE
Europe B M 151,909 109,928
America E=M 118,184 69,137
Asia-Pacific EXR 149,069 59,324
Africa FEM 757 5,017
Total export sales HOEE®EE 419,919 243,406
Total &t 1,005,654 745,207
Analysis of sales of mini-refrigerators into domestic sales in Zin=E HEFR AR B A O /N B K
Mainland China and export sales outside Mainland China FHIHESTWMT :
by region is as follows:
2003 2002
HK$’000 HK$’000
BT T BT
Domestic sales RS 73,578 45,060
Export sales HREE
Europe B M 23,106 10,958
America =M 69,319 47,808
Asia-Pacific EXR 92,172 95,248
Africa FE M 5,969 2,391
Total export sales HREERE 190,566 156,405
Total & &h 264,144 201,465
No geographical segment analysis on total assets and HRAEBEBD N T ZEEBRBREAT HE
capital expenditure is prepared as over 90% of the Group’s IR/ BEHETERBERRE Bt - WEZ5 - BE
total assets and capital expenditures were located/incurred BERERATR 2R FER DA -

in Mainland China.



4. Operating loss
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Operating loss is stated after charging and crediting the &

@es to the Accounts

AR B BfaE

LERESHARMKTIER

following:
2003 2002
HK$’000 HK$’000
BT T BT T
Charging: Mk -
Depreciation — owned property, mME-8EWE -
plant and equipment W5 & 75,152 76,573
Loss on disposal of property, BEEWE BER
plant and equipment BEE=EN 2,331 8,312
Impairment of property, mME - -BELREEZ
plant and equipment AL - 8,321
Staff costs including directors’ PEEEMeERNZ
emoluments (Note 10) B8 i (ffFE+) 88,828 89,212
Contributions to retirement RIK & 5 &R
schemes (Note 22) MWeE=+=) 8,181 8,323
Cost of inventories FERR 1,120,471 945,481
Provision for inventory obsolescence GFERRER - 10,462
Provision for doubtful trade receivables B S EINHIE 2 RIREE - 22,701
Provision for doubtful other receivables H W IE 2 REIREE 1,988 10,376
Operating leases rental for land and
buildings T EREFELHEERS 7,838 12,218
Auditors’ remuneration % EXRD B & 1,334 1,411
Provisions for warranty (Note 20) EmREES (HE=+) 19,415 18,137
Research and development costs MEEFEEER 7,779 10,224
Amortisation of intangible assets (Note 11) ZE & E # & (M +—)
— Goodwill - A 680 680
— Taxi Licenses —HHEHR 351 537
Crediting: A
Net exchange gains P X% W &= 3,161 3,433
Reversal of provision for doubtful
receivables RERR D 16,559 -
Reversal of write-down of inventories FEKERED 6,452 5,043
Reversal of provision for inventory
obsolescence FEREREE 3,579 -
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5. Finance costs, net

www.hualing.com

MHEER FE

2003 2002

HK$’000 HK$’000

BT T BT

Interest on short-term bank loans BHETERZME 33,308 39,205
Interest income B dA (2,969) (7,216)

Bank handling charges AT B 1,943 1,409

32,282 33,398

Taxation 6. BIE

No Hong Kong profits tax has been provided as the Group
did not have any assessable profit under Hong Kong profits
tax. PRC enterprise income tax has been calculated on the
estimated assessable profit for the year at the rates of
taxation prevailing in the respective jurisdictions.

HRAKELERDEAEREBFNNEHEA
UL W EBEBEAEEMNEHER - PRICEMR
BRILBREBEAFZEHERBRANGRE L 2R
BERFFH -

2003 2002

HK$’000 HK$’000

ok BE T T

Enterprise income tax TEMRER 6,506 3,237

The taxation on the Group’s loss before taxation differs
from the theoretical amount that would arise using the
taxation rate of the home country of the Company as
follows:

Bk B Bl &5 1R

Loss before taxation

Calculated at the PRC statutory
tax rate of 33% (2002: 33%)

Effect of different tax rates MEEZRPE
Expenses not deductible for

taxation purposes Ba ez B
Unrecognised deferred tax assets ABEREEHBEE
Taxation charge T I8 32 H

The unprovided deferred taxation as at 31st December
2003 was detailed in Note 25.

AEEERGHAIBERZHBARRERAAAA
ATFAFRZHEMAE 2 RmRBZZHAOT

% B A R 33%A H
(ZE2Z —F : 33%)

2003 2002
HK$'000 HK$'000
BT BT T
(67,626) (239,883)
(22,316) (79,161)
15,382 14,781
7 13
13,433 67,604
6,506 3,237

W_BE=F+A=+— B2 REERLEHE
HERME=TE -



7.
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@es to the Accounts

AR B BfaE

Loss attributable to shareholders 7. RREALEE
The loss attributable to shareholders is dealt with in the STARRAIRE ZEEREE61,124000T (ZF
accounts of the Company to the extent of HK$61,124,000 — 4 : % 261,658,0007T) °
(2002: HK$261,658,000).
Dividends 8. RE
The directors do not recommend the payment of a dividend HE-ZE=F+=-/A= 'l' HIEFE - And
for the year ended 31st December 2003 (2002: Nil). WEREREMERES (ZEZ=F : &) -
Loss per share 9. BREE
The calculations of basic and diluted loss per share are BREALBEEEEERERREBGEEEEES
based on Group’s loss attributable to shareholders of #£76,976,0007T (=& F —F : #¥250,359,0007T)
HK$76,976,000 (2002: HK$250,359,000) HE -
The basic loss per share is based on the weighted average EREAREBERERFANDHITEBR 2 INE T
number of 1,382,030,711 (2002: 1,381,727,588) ordinary £71,382,030,711 (=== = : 1,381,727,588) I &t
shares in issue during the year. "o
The diluted loss per share is based on 1,383,854,099 Fi% % 58 &5 18 1R 95 1,383,854,099 (= T T — &
(2002: 1,383,094,294) ordinary shares which is the weighted 1 383,094,294) IR E @R E - BIFERB ETEMA
average number of ordinary shares in issue during the year Rz MEFITE - I EBRBABRITEZRRE
plus the weighted average number of 1,823,388 (2002: BEREREEEITEMBEEIERERTZNEF
1,366,706) ordinary shares deemed to be issued at the 15 £01,823,388 (— = £ — 4F : 1,366,706) % & i@ i%
agreed exercise prices as if all outstanding share options FE
had been exercised.
Directors’ and senior management’s emoluments 10.EERSREBEAEHE
(a) Directors’ emoluments (a) ESME
The aggregate amounts of emoluments payable to FRNARARNESEIN 2MEa@BOT -
directors of the Company during the year are as follows:
2003 2002
HK$’000 HK$’000
BT T BT T
Fees we 150 177
Other emoluments: His :
Basic salaries, housing allowances, EXFe  FEER -
other allowances and benefits in kind ~ E b 2 8t &2 & ¥ F &5 3,301 4,405
Discretionary bonuses 15 B 2 fE 4L - 82
Contributions to pension schemes for A=Z = (kAT EE)EH 2
directors (and past directors) RIK & K 93 71
3,544 4,735
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10. Directors’ and senior management’s emoluments
(Cont'd)

(a)

(b)

Directors’ emoluments (Cont'd)

Directors’ fees disclosed above include HK$150,000
(2002: HK$150,000) paid to independent non-executive
directors.

The emoluments of the directors fell within the following
bands:

www.hualing.com

10.EERSREEAEME (®)

(a) EE=MS (B)
T ECEERNERERBYIIENTES
SN 7 FRIE A 150,000 (2T —F B
#150,0007T) °

XNTFTEEZHMARMT

Number of directors

Emolument bands B < 48 1) FEAH

2003 2002
Nil — HK$1,000,000 7 ¥ 07T — 78 ¥ 1,000,0007T 7 7
HK$1,000,001 — HK$1,500,000 7 ¥ 1,000,0017C — /& #1,500,0007C 1 -
HK$1,500,001 — HK$2,000,000 7 ¥ 1,500,0017C — /& #2,000,0007C 1 1
HK$2,000,001 — HK$2,500,000 7 #2,000,0017T — /& #2,500,0007C - 1

None of the directors waived the right to receive
emoluments during the years ended 31st December
2002 and 2003.

Five highest paid individuals
The five individuals whose emoluments were the

highest in the Group for the year include two (2002:
three) directors whose emoluments are reflected in the

HE_ZT-_FF-_ZTT=ZF+_-_A=+—HIt
FE G SEFHERETATH -

(b) TfuZEHFMAL
AEEEEALAESFHALRERE (=

TE_F:ZR)EF EMC#ENLEXD
fre Hp=2(CZEZ_F MB)BZSHFA

analysis presented above. The emoluments payable to TZHMESTWT
the remaining three (2002: two) individuals during the
year are as follows:
2003 2002
HK$’000 HK$’000
ok BT
Basic salaries, housing EX%He -  BEER -
allowances, other allowances and EmMEEREYHN S
benefits in kind 1,359 1,061
Contribution to pension schemes RIKe #a 259 138
1,618 1,199
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@es to the Accounts BR B Ffi&E
10. Directors’ and senior management’s emoluments 10.EERSREBEAEHE (B
(Cont’d)
(b) Five highest paid individuals (Cont'd) (b) EUESHFMA L (B&)
The emoluments of the remaining three (2002: two) HHp =% (222 : MA)mea Atz
individuals fell within the following bands: BeARmT :

Number of individuals

Emolument bands B < 48 7l N
2003 2002
Nil — HK$1,000,000 7 0T — 7% #1,000,0007T 3 2

11. Intangible assets M EBEEE
Group
£8

Goodwill  Taxi licences Total
EES i 7 B AR 48 &8
HK$’000 HK$’000 HK$’000

BET T BET T BET T

Year ended 31st December 2003 BHE-_ZT=F

+ZA=F+—BLEFE
Opening net book amount Y ERmFE 4,761 5,855 10,616
Amortisation charges (Note 4) ANE B (M) (680) (351) (1,031)
Closing net book amount HREREMEFE 4,081 5,504 9,585
At 31st December 2003 RZTE=F

+=-A=+—8©
Cost BN 6,801 6,506 13,307
Accumulated amortisation R ET# (2,720) (1,002) (3,722)
Net book amount SR OFE 4,081 5,504 9,585
At 31st December 2002 RZTETZF

+=-A=+—8©
Cost BN 6,801 6,506 13,307
Accumulated amortisation R ET# (2,040) (651) (2,691)
Net book amount SR OFE 4,761 5,855 10,616
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Notes to the Accounts B8R B KfzE
12. Property, plant and equipment 12.9% BERFXE
(a) Group (a) &
Furniture,
fixtures
and Moulds and
Investment ~ Construction- landand  Plantand electronic Motor ~ Computer other
properties  in-progress buildings ~ machinery equipment vehicles  equipment  equipment Total
- %ER RARAH
BEN%  EEIE 1HREF HBRREE ITEE RESEE F B 2%
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
A¥Tn  AETr B%Tn B¥Tn BEfr A%Tn BETR BETn BETx
Cost o valuation: HAE/
HZFE=F
At 1st January 2003 -F-H 168,000 1,789 259,297 564,674 62,595 19,049 15,490 177,226 1,268,120
Additions AE - 13,260 9,267 8,540 2,593 1,319 521 5,015 40,515
Transfers g% - (12,6%5) (82) 4,073 7,700 160 - 784 -
Disposals EE - - (122) (41,01) (516) (2,947) - - (44,656 )
Foreign exchange adjustments & 5 5% - (61) (1,20) (2,710) (228) (92) (107) (959)  (5362)
HZFE=F
At 31st December 2003 +ZA=t-H 168,000 2,353 267,155 533,506 72,144 17489 15,904 182,086 1,258,617
Representing: fx:
At cost RAH - 233 6745 533506 72,14 17,489 15904 182066 1,000,617
At valuation b 168,000 - - - - - - - 168000
168,000 2,353 267,155 533,506 12,144 17489 15,904 182,086 1,258,617
Accumulated depreciation and
impairment; ZHAERAE:
HZFE=F
At 1st January 2003 -F-H - (550) (62,288)  (280,753) (35,031) (12,956) (3,138)  (103742) (498,458
Charge for the year R - - (12.214)  (37,580) (5,459) (1342) (3.060)  (15437)  (75152)
Disposals EE - - 7 39,765 393 2,160 - - 42,325
Foreign exchange adjustments & 5 5% - - 178 664 432 75 56 445 1,850
HZFE=F
At 31st December 2003 +ZA=t-H - (550) (14.377)  (217,904) (39,665 ) (12,083) (6,142) (118734 )  (529435)
Net book value: BESE
HZFE=F
At 31st December 2003 +ZA=t-H 168,000 1,803 192,778 255,602 32,419 5426 9,762 63,332 729,182
e &k
At 31st December 2002 +ZA=t-H 168,000 1,239 197,009 283,921 27,564 6,093 12,352 73484 769,662
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12. Property, plant and equipment (Cont'd) 12. % BERRZRE @)
(b) Company (b) 27
Furniture,
fixtures and
electronic Motor
equipment vehicles Total
R HER
BEFERE B 48 &8
HK$’000 HK$’000 HK$’000

BET T BET T BET T

Cost: KR
At 1st January 2003 R-_ZEZ=F—F—H 686 1,869 2,555
Additions NE 13 - 13
Disposals BE (28) - (28)
RZEE=F
At 31st December 2003 +=-—A=+—8 671 1,869 2,540
Accumulated depreciation: RETiE
R-ZTET=F
At 1st January 2003 —B—A (394) (1,637) (2,031)
Charge for the year REFEHE (105) (113) (218)
Disposals BE 14 - 14
RZEE=F
At 31st December 2003 +=—A=+-—8© (485) (1,750) (2,235)
Net book value: EIDE R ]
RZZEE=F
At 31st December 2003 +=—A=+—8 186 119 305
RZTETZF
At 31st December 2002 +=-—A=+—8 292 232 524
(c) The Group’s land and buildings were held under leases (c) AEB 2 LtHFEREREFRATFHELYE
of 50 years and were located outside Hong Kong. ARFE  Z Tt ERBEMREAENIIME -
(d) Investment properties d) BEME
The investment properties represent 11 floors and 12 ZREMEANNRPEEMNTREREREZ T
car parking spaces in Guo Xin Building, located in —{EEE K+ — (@B - L FHAS0EF

Guangzhou, the PRC, with lease terms of 50 years.
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12. Property, plant and equipment (Cont'd)

(d) Investment properties (Cont’d)

The investment properties were revalued every 3
years. The investment properties amounted to
approximately $168,000,000 (2002: $168,000,000) were
revalued at 31st December 2001 by Vigers Hong Kong
Limited, independent qualified valuers. The deficit on
revaluation was offset against the property revaluation
reserve.

The directors are of the opinion that the carrying value
of the investment properties as at 31st December 2003
approximated the open market value.

At 31st December 2003, property, plant and equipment
with net book value of approximately HK$245,975,000
(2002: HK$95,916,000) were pledged as security for
the Group’s short-term bank loans.

13. Investments in subsidiaries

www.hualing.com

12.9%  BERSZE @

(d) ®REME (F)

REWES=FFAH— K - ZREVENE
168,000,000 (== Z =4 : 168,000,0007T) *
RZZEE—F+_A=+—"HHEBIEER
BB REEEERARNGE - EFRESE
MEEBEEGHREBEPEE -

EFEeRRASREMER_ZTT=F1_
A=+—AZKEEEEMERL -

8 % (B #9781 245,975,0000T (- T T — F ¢
95,916,0007T) 2 W1 ¥ - BMERZBEE BIER
FIEAREBEHRITERZER -

13. B RRE

Company
A F

2003 2002

HK$’000 HK$’000

ok A BT

Unlisted equity interests, at cost FELEmRG - EAAE 30,997 20,997
Due from subsidiaries JiE g I BB A B IR 583,000 586,843
613,997 607,840
Less: Provision W (302,225) (248,160)
311,772 359,680

The amounts due from subsidiaries are interest-free and JERHE AR RELA AR EEBRFERR T =

are not repayable within the next twelve months. AAER -




The particulars of the significant subsidiaries at 31st

December 2003 are:

13. Investments in subsidiaries (Cont'd)

Place of incorporation/

L HUALING
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13. B A RRE (@)

FEEMBRARAN-_ZZ=F+_A=+—HBz:#

BT

Particulars of issued

establishment and Principal activities and share capital/ Effective
Name kind of legal entity place of operation registered capital interest held
BALYE v £33 B RR A
INCES AREE TEEH BEATRGRKA &
DIRECTLY HELD:
EEBR:
China Refrigeration Industry Co., Ltd. ~ PRC, limited liability company Manufacture and sale of Registered capital 95%
(“China Refrigeration”) refrigerators in the US$10,000,000
PRC
TEEREXERAA HE - EREERA RAREEERS A ER 95%
(ThEAF]) SHIKRE 10,000,000% 7T
Hualing Technology Limited Hong Kong, limited liability Investment holding in 10 ordinary shares 100%
company Hong Kong of HK$1 each
EEAMBRBERRA B AREELH REBREAR i R 108% 100%
BRE®AT
Hualing Investments Limited Hong Kong, limited liability Investment holding in 2 ordinary shares 100%
company Hong Kong of HK$1 each
EEREBRAA EE BREERA REBREER TRk 100%
BRE®AT
Hualing International Limited Hong Kong, limited liability Trading in Hong Kong 2 ordinary shares 100%
company of HK$1 each
ZZERERAA EE BREERA NEEES B k2l 100%
BRE®AT
Hualing Refrigerant Engineering Hong Kong, limited liability Investment holding in 2 ordinary shares 100%
Limited company Hong Kong of HK$1 each
ERHRIRERARA BE AREELA REBREARR Egelivds 100%
BRE®AT
Hualing (Far East) Limited British Virgin Islands, Investment holding in 1 ordinary share 100%
limited liability company Hong Kong of US$1
2% (BR)ERRA RERUEHES REBREER TRR1K 100%
BEREARF FBR1ET
Hualing (Guangzhou) Electrical PRC, limited liability company Distribution of HUALING Registered capital 100%
Appliances Co., Ltd. brand products in the HK$10,000,000
(*Hualing Appliances”) PRC
EZZ (BN ESERAA hEEREERA RREHEER A ER 100%
(TE2FRA]) mhE 2 Em 7% #10,000,0007T
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13. Investments in subsidiaries (Cont'd)

Place of incorporation/

www.hualing.com

+= WEBRAAKRE (&)

Particulars of issued

establishment and Principal activities and share capital/ Effective
Name kind of legal entity place of operation registered capital interest held
FEff RS B R AN
ARG NEER TEEH BETRERKRA T &
INDIRECTLY HELD:
BESE !
Hualing Air-conditioning & PRC, limited liability company Manufacture and sale of Registered capital 100%
Equipment Co., Ltd. air-conditioners and US$20,000,000
electronic appliances
in the PRC
ENEZZRARBERAA HE - BREACRA P E B R 5 8 AfMER 100%
ERRRE 20,000,000 T
Guangzhou Hualing Electrical PRC, limited liability company Distribution of HUALING Registered capital 95.5%
Household Appliance Enterprise brand products in the RMB3,000,000
Co., Ltd. PRC
(“Hualing Household”)
EMEZRECEBRAA HE BREAERA MR EHEEE A ER 95.5%
([£%2%2]) mhEZ Em A R ¥%3,000,0007
Hefei Hualing Electrics Co., Ltd. PRC, limited liability company Manufacture and sale of Registered capital 50.05%
mini-refrigerators in the HK$74,260,000
PRC
ARELZSRERAA mE - FREERA P B R A ER 50.05%
D3N RKAE 7 1 74,260,0007T
Guangzhou Hualing Refrigeration PRC, limited liability company Manufacture and sale of Registered capital 96.25%
Co., Ltd. refrigerators in the PRC US$1,441,715
ENEZERERRA mE - FEREERA P B A ER 96.25%
D KA 1,441,7115% T
Growth Plus Properties Ltd. British Virgin Islands, Investment holding in the 1 ordinary share of 100%
limited liability company British Virgin Islands Us$1
Growth Plus Properties Ltd. EERLHE REBEZHE EREEEL 100%
ERAEARH REEZK = SEY
China Appliances.com Limited British Virgin Islands, Investment holding in the 1 ordinary share of 100%
limited liability company British Virgin Islands Us$1
HERELERRA RERUHES REBRUHS LER 1K 100%
ERAEARH REZK BhRi1xT
Chengdu Hualing Electrical PRC, limited liability company Distribution of HUALING Registered capital 99.77%
Household Appliance Co., Ltd. brand products in the RMB2,500,000
PRC
MHEEZEERDA mE - FREERAA R EHEEE i ER 99.77%
mhE 2z Em AR %2,500,0007C
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Place of incorporation/
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+= WBARKE (&)

Principal activities and

Particulars of issued
share capital/

Effective

Name kind of legal entity place of operation registered capital interest held
BALYE v £33 B RR
INCES AREE TEEH BEATRGRKA & @
INDIRECTLY HELD: (Cont'd)
BESE : (8)
Guangzhou Hualing Property PRC, limited liability company Property management in the Registered capital 95.5%
Management Co., Ltd. PRC RMB1,100,000
EMEZEXERRA HE - EREERA RAENEER A ER 95.5%
A K #1,100,0007T
Guangzhou Hualing Shopping PRC, limited liability company Distribution of HUALING Registered capital 95.5%
Mall Co., Ltd. brand products in the RMB500,000
PRC
BEMTEEESERAA HE - EREERA RREHEER A ER 95.5%
mhE 2 Em AR 500,000
Guangzhou Ma Hui Hualing Taxi PRC, limited liability company Taxi licence leasing in the Registered capital 57%
PRC RMB2,000,000
EMSeErhAER HE - EREERA RAELEERREE BRIEE 57%
A K #2,000,0007T
Hualing Technology (Investment) British Virgin Islands, Investment holding in the 1 ordinary share of 100%
Limited limited liability company British Virgin Islands us$1
EEMBR(RE)BRAA RERUEHES REBRAHE TRRK 100%
EREALA RERR Bhixn
Henan Hualing Electrical Household PRC, limited liability company Distribution of HUALING Registered capital 99.55%
Appliance Co., Ltd. brand products in the RMB5,000,000
PRC
AREEEEHEBRAA HEEREERA RREHEER A E R 99.55%
mhE 2 Em A #5,000,0007
Chongging Shuigang Hualing PRC, limited liability company Distribution of HUALING Registered capital 99.77%
Electrical Household Appliance brand products in the RMB3,000,000
Co., Ltd. PRC
EERAEATRHEARAA HE - EREERA A E E A AMER 99.77%
mhE 2 Em A K #3,000,0007
Guangdong Hualing Commercial PRC, limited liability company Manufacture and sale of Registered capital 100%
Air-conditioning Equipment Co., Ltd. air-conditioners in the RMB30,000,000
PRC
BREEZDAZAREERAA mE BEREAEAH RRERER BRIEEN 100%
D= A B #:30,000,0007T
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14. Interests in associated companies 14 BE N R
Group
S

2003 2002
HK$’000 HK$’000
ok BT
Share of net assets ERFEE 29,063 30,260

Investments at cost: wE - EKAE :
Unlisted equity interests, at cost LG - EAAE 39,760 39,760

The particulars of the principal associated companies at FEBRERARNR T =FF+_A=+—HzF
31st December 2003 are as follows: BT :
Place incorporation/ Effective
establishment and Particulars of interest held
Name kind of legal entity Principal activities registered capital indirectly
DNAETE AL B R BEITR MEHE
NAER TEXH BRBRA BHRER
Xi'an Dongling Refrigerating PRC, limited liability company Manufacture and sale Registered capital 25%
Compressors Co., Ltd. of refrigerator US$18,670,000
(“Xi'an Dongling”) COmpressors
ALXREHSBHEEERLAR HE AREERA BE RS HKRE A E R 25%
(AREE]) [ 4 18,670,000 7t
Guangzhou Hualing Polyfoam PRC, limited liability company Manufacture and sale Registered capital 19%
Co., Ltd. (“Hualing Polyfoam”) of polyfoam products US$1,000,000
BMELZBRENERRA hE BREMERDA BE RS HBR A E R 19%
([E&8K]) BHEM 1,000,000 7t
Beijing Wide Vision Network PRC, limited liability company Manufacture and sale Registered capital 33%
Co., Ltd. of computer hardware RMB3,000,000
and telecommunication
equipment
T RERRREB/GE hE BREMERDA HERDHER ERIEEN 33%
EENRARRA EUHMEMR A R % 3,000,0007T

All associated companies in the PRC are sino-foreign

equity joint ventures.
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BR B BEE
15. Inventories 15. 7 &
Group
=5
2003 2002
HK$’000 HK$’000
ok T T
Raw materials R A 210,419 182,545
Work-in-progress £ 2 36,867 13,082
Finished goods 8K Mm@ 302,614 200,969
549,900 396,596
At 31st December 2003, the carrying amount of inventories R-ZEZE=F+_A=+—H HEREFER

that are carried at net realisable value amounted to B R4A%E A5 122128,000T (ZEE —4F : &
HK$22,128,000 (2002: HK$22,640,000). #£22,640,0007T) °
16. Trade and other receivables 16. E 5 Rk H M FE IR
Group Company
58 N
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000
BT T BT T ok BT T
Trade receivables =N &
(Note (a)) (Mt 2 (a)) 246,949 132,460 - -
Notes receivable e E &
(Note (b)) (Mt 2 (b)) 31,490 48,283 - -
Prepayments and T8 BR R
other receivables H b & 3K 92,065 68,311 409 445
370,504 249,054 409 445
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Notes to the Accounts

16. Trade and other receivables (Contd) 16. E5 REMEWR (&)
(@) AEELRTFTEFPNERERSTHERE - Eitt
AEEBVEZENEZHBSR R_ZEZT=F
+-A=+—8 BSEWRZEERI TN

(a) No standard credit term policy was adopted by the
Group as the credit terms granted by the Group varied
towards different customers. At 31st December 2003,

the ageing analysis of the trade receivables was as N
follows:
Group Company
% A
2003 2002 2003 2002
HK$’000 HK$ 000 HK$’000 HK$ 000
BT T BT T BT T BT T
Within 1 year —F R 226,552 120,601 - -
In the second year —FUEEMFA 14,750 11,859 - -
Over 2 years M F £ 5,647 - - -
246,949 132,460 - -
(b) Notes receivable (b) EEWEE

The balance represents bank acceptance notes with ZARBANEARNIBRZRITERAERREE -

maturity periods within six months.

17. Prepaid value-added tax 17. BB EH

Hualing Household and Hualing Appliances have paid input
value-added taxes to the State Tax Bureau for the finished
goods purchased from China Refrigeration. In accordance
with the relevant PRC tax regulations, these value-added
taxes can be offset with the output value-added taxes
arising from the sales in the future but are not refundable.

EZFEREEQAARABATESAANHEKMA
BRBBE BN THEBEEE - RIFHEHBOES -
EEEERITARENRREEERNKEAREE
B BAARGE ©
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18. Trade and other payables 18. E 5 M H fth B
Group Company
e NS
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000

BT T BET T BT T BET T

Trade payables (Note (a)) 2 5 ENR
(Bt 3% (a)) 564,656 262,081 - -
Provision for staff welfare B TR A&
and bonus HEESD 8,398 12,688 8,163 7,712
Accruals TEiRE A 25,662 107,331 - -
Advances from customers SER g 115,616 107,866 - -
Notes payable (Note (b)) FE A E#; (F 3 (b)) 280,234 60,550 - -
Payable for property, plantand B E®W%E @ BE X
equipment = E TR 13,128 32,173 - -
Others H b 33,647 30,115 1,227 295
1,041,341 612,804 9,390 8,007
(a) At 31st December 2003, the ageing analysis of the (@ R—ZEZE=F+_-"A=+—H BFENMNXK
trade payables was as follows: ZERITIT
Group Company
£ H A7)
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000
BT T BT T BT T BT T
Within 1 year —F R 543,774 235,266 - -
In the second year —FUEEMFER 18,628 22,042 - -
Over 2 years FES 2,254 4,773 = -
564,656 262,081 - -
(b) Notes payable (b) BRI
The balance represents bank acceptance notes issued ZHREASBERIE ZRITEALESE  HEX
by the Group with maturity periods of less than six EANREH RZTET=F+=_A=+—80"
months. At 31st December 2003, the notes payable RENEBREERNOBRTEROAABE
were pledged by bank deposits of approximately 128,059,0007T (Z 2T —4F : /) o

HK$128,059,000 (2002: Nil).
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19. Taxes payable

20.

www.hualing.com

19. B (Y 1 1R

Group

REHE
2003 2002
HK$’000 HK$’000
ok BT T
Value-added tax HED 1,150 20,568
PRC enterprise income tax PR ERTIS 326 4,880
Others H 272 366
1,748 25,814

Provisions for warranty

The movement of warranty provision was analysed as
follows:

20.ERREER

HERREEBEH ZOMOT ¢

Group

REHE
2003 2002
HK$’000 HK$’000
ok BE T T
At 1st January 2003 R-_ZEZE=F—H—H 16,110 7,930
Charges for the year (Note 4) NEFR (HWeEm) 19,415 18,137
Less: Amounts utilised B EBANRIEA (18,126) (9,957)
At 31st December 2003 R-ZEE=F+=-_A=+—H 17,399 16,110

Hualing Appliances, provides free repair and replacement
services ranging from one year to three years after sales.
The cost of the warranty obligation under which Hualing
Appliances agrees to remedy defects in its products is
accrued at the time the related sales are recognised. As at
31st December 2003, the Group had provided for expected
warranty claims on household electrical appliance items
sold.

EFERRRHEMER E=F2RBHEERT
HEHIRT - FE QA E R HE MG &R Mm%
EZRARBRERHERRETRE -R_FFT
=F+-A=1T—H AEBRHCHEZRAE
REATRTHEAZREERE -
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21. Bank loans 21. RITE
Group
&
2003 2002

HK$’000 HK$’000

BT T BT T
Short-term bank loans, secured HHETER  BER 510,637 491,876
Long-term bank loans RERITER 28,151 38,592

538,788 530,468
At 31st December 2003, the Group’s bank loans were RZEZ=ZF+-_A=+—H AEERFTER
repayable as follows: EEBRAOT

2003 2002

HK$’000 HK$’000

BT T BT T
Within one year —F RN 510,637 491,876
In the second year F-FERN 28,151 38,592

538,788 530,468
Interests of the bank loans are charged on the outstanding BITERZ FMEERBEERTE 23.69%%5.84%
balances at interest rates ranging from 3.69% to 5.84% per ZHE(ZZEZT_F : FREE31%ET7.02%) °
annum (2002: 5.31% to 7.02% per annum).
Property, plant and equipment with net book value of AEBDRAEEHBRTEXRERNETYE - K
approximately HK$245,975,000 (2002: HK$95,916,000) have B R ENREFELD RBE245,975,000T (= F
been pledged as security for the Group’s short-term bank T — 4 : % %95,916,0007T) °
loans.
Subsequent to year-end, short-term bank loans of EZETNFEY - REBERE T 455 196,000,000
approximately HK$196,000,000 have been renewed and THREHRTENR  ELEERER_ZTHFI
will be due for repayments in 2005. HEE -
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22. Pensions

The Group has arranged for its Hong Kong employees to
join the Mandatory Provident Fund Scheme (the “MPF
Scheme”), a defined contribution scheme managed by an
independent trustee. Under the MPF Scheme, each of the
group companies (the employer) and its employees make
monthly contributions to the scheme at 5% of the employees’
earnings as defined under the Mandatory Provident Fund
legislation. The contributions from each of the employer
and employees are subject to a cap of HK$1,000 per month
and thereafter contributions are voluntary. For the year
ended 31st December 2003, no contribution was forfeited.

The Company’s subsidiaries established in the PRC
participate in the local retirement schemes of the PRC.
Pursuant to the relevant regulations, the Group is currently
required to make a monthly contribution equivalent to 15%
to 28% of the monthly salaries in respect of its full-time and
temporary employees. The aggregate amount of the Group’s
contributions (net of forfeited contributions) for the year
ended 31st December 2003 amounted to approximately
HK$8,181,000 (2002: HK$8,323,000).

23. Share capital and share options

www.hualing.com

22, Rk €

AEEERHASEZEERES N —HBEL
EEABENBRERNGE - et BT E
(R &) - REBIERBEEIIHRE -
AEE(RE) RAKBZEEVEASAKEEA
FrHsNERBIES MK - BEREEFHEHINE
TR LR BE AER1,000T - SRS REME
ZHyERRELE BE_ZETE=F+_HA=+
— B HERESRBOLU -

AEBRPBEIRIHT AR EPEEAMERS
ETE - RBEBRBER  AEEREASAXNAE
REBREFETAHF15%E28%2 K - RE
E_TT=F+-_A=+—HILFE £XEEBEZ
R AARE (B MBRIZ U 2 L 50) 49k % 8,181,000
L (ZZZ ZF : F1%8,823,000L) °

23 RAKRERE

(a) Share capital (a) B
Authorised
Ordinary shares of HK$0.1 each
VA TE IR AR
TRREREEEET
Number of shares ('000) HK$’000
RmHe B (Fik) BE T
At 31st December 2003 and 2002 RZEE=R=_FTT_F
+=—A=+—8 1,600,000 160,000




23. Share capital and share options (Cont'd)

(a)

(b)

Share capital (Cont'd)
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23. AN B R (8

(a)

B A (&)

Issued and fully paid
Ordinary shares of HK$0.1 each

BBEITRERKAE
TERBREMESBEIT

Number of shares ('000) HK$’000

fme s (F&) BT T

At 1st January 2002 R-_EE-_F—F—H 1,380,516 138,052
Exercise of share options 1715 8 A B 1,360 136
At 31st December 2002 R_ZEZE_F+-_A=+—H 1,381,876 138,188
Exercise of share options (Note 23(b)) 77 & 88 B% # (K 5 = + = (b)) 160 16
At 31st December 2003 RZZEZE=F+=-A=+—H 1,382,036 138,204

Share options

The share option scheme adopted by the Company on
26th November 1993 (“1993 Share Option Scheme”)
expired on 25th November 2003. A new share option
scheme (“2003 Share Option Scheme”) was approved
by the shareholders at the Extraordinary General
Meeting on 27th June 2003 and was adopted thereafter.
1993 Share Option Scheme was terminated immediately
upon the adoption of 2003 Share Option Scheme. The
options granted under 1993 Share Option Scheme will
remain in force and effect.
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ARABAR—NWA=F+—A=+"BEKZ
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23. Share capital and share options (Cont'd)

(b) Share options (Cont'd)

Pursuant to 1993 Share Option Scheme, for incentive
purpose, the Company is authorised to grant options to
executive directors and employees of the Group to
subscribe for shares in the Company, subject to a
maximum of (i) 20% of the issued share capital of the
Company in issue as at 25th June 1999 plus (ii) the
nominal amount of share capital of the Company
repurchased by the Company subsequent to the
amendments up to a maximum equivalent of 10% of
the aggregate nominal amount of the share capital of
the Company in issue, excluding shares issued on
exercise of options. The subscription price would be
determined by the directors, and would not be less
than the higher of the nominal value of the shares and
80% of the average of the closing prices of the shares
quoted on The Stock Exchange of Hong Kong Limited
(“HKSE”) on the five trading days immediately preceding
the date of offer of the option. An option may be
exercised under 1993 Share Option Scheme at any
time during the period commencing on the date upon
which such option is deemed be granted and accepted.

Due to the expiration of 1993 Share Option Scheme,
and to be in line with Chapter 17 (Share Option
Schemes) of the Listing Rules, the Company terminated
1993 Share Option Scheme and adopted 2003 Share
Option Scheme on 27th June 2003 as follows:

The purpose of the 2003 Share Option Scheme is for
the Company to attract, retain and motivate talented
participants to strive for future developments and
expansion of the Group and to provide the Company
with a flexible means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits
to the participants. Eligible participants of the 2003
Share Option Scheme include the directors (including
executive directors and non-executive directors) or
employees of the Group, consultants or advisors of the
Group, substantial shareholders or employees of
substantial shareholders of the Company, associates
of directors or chief executives or substantial
shareholders of the Company, employees or directors
of suppliers or customers of the Group, discretionary
objects of a discretionary trust established by employees
or directors of the Group, as to be determined by the
board at its absolute discretion within the above
categories.

www.hualing.com

23. RAR B R E (&)

(b) HERRE (FE)

RE-NAN=FBEEE  TRAAEEER
HERETASECATEERERURE
ARARMZBGH  ERRZROARAR — N
NNFRAZTRHACETRAE Z20%AE -
R(VEFEBERIERAARER 2 AR F KK
HERZAUASNRARREHTRATMELR
BMZ10% (T EERTEERLRBEMRTZ
Bfn) - REEHESETE @ ETFERRD
ZEEHEERIEREBRMNABERSZA
BhEBEBMAXZMARRR ([BRM])
ZTPHRTHEZ80% (ABEmERE) - RIE
—NAN=FEREFTE  BERETNERR
ERHRER 2 B RRBEERETEITE -

HR-AN=FEREFENMRRR/TA
ERRAUNETLERBRESE ] ZRE - &
RAR_TBE=FRA-+ERLILT N
N=FBEEFEALRKT _TT=FER
#ErE o BT

—TRFREREFEZEN  BEREAR
AR  BMEBEMNEBESIBRZ2EE - 1B
NEBRAEERRZEBRREER  UREXR
NAEERE  BE BY #HER GBT2
HERMNITEBEERBLEE - —TT=F8
BREFEZEERZEALBEASEES
(BRUTESRIERTER) HRE £ 5%
EERAEEAERAL AR ETERRS
HEEE ARAAZEFE  SMITBABRBHE
BERRZEMBEA  AEBZEMAHERD
FEFPZEMNREREST  AKEZEME
E CEERUZERERZENZERS

CREFGELUAALTPERBBEREZ
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23. Share capital and share options (Cont'd)

(b) Share options (Cont'd)

The maximum numbers of shares which may be issued
upon the exercise of all outstanding options granted
and yet to be exercised under 2003 Share Option
Scheme and any other share option schemes adopted
by the Company must not in aggregate exceed 30% of
the shares in issue from time to time. The total number
of shares which may be issued upon the exercise of all
options to be granted under the 2003 Share Option
Scheme and any other share option schemes of the
Company must not in aggregate exceed 10% of the
shares of the Company in issue as at 27th June 2003,
but the Company may seek approval of its shareholders
in general meeting to refresh the 10% limit under 2003
Share Option Scheme. As at 31st December 2003, the
Company had outstanding 6,960,000 share options
which were all granted under 1993 Share Option
Scheme and the total number of shares issuable for
options was 138,203,640. It represented 10% of the
Company’s shares in issue as at 27th June 2003.

The total number of shares issued and to be issued
upon exercise of the share options granted under 2003
Share Option Scheme and any other share option
schemes of the Company to each participant in any 12-
month period up to the date of grant must not exceed
1% of the shares in issue at the date of grant. Any
further grant of share options in excess of this limit is
subject to the approval of shareholders in general
meeting of the Company.

Share options granted under the 2003 Share Option
Scheme to director, chief executive or substantial
shareholder of the Company, or to any of their
associates, are subject to approval of the independent
non-executive directors of the Company (excluding any
independent non-executive director who is also the
grantee of the options). In addition, any share options
granted to a substantial shareholder or an independent
non-executive director of the Company, or to any of
their associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate
value (based on the closing price of the Company’s
shares at the date of each grant) in excess of
HK$5,000,000, within any 12-month period up to and
including the date of such grant, are subject to
shareholders’ approval in general meeting of the
Company.
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23. AN B RE (')

(b) BRRE(H)

ERE —_ZE=FEREFEREAQREMA
HmEREFESEREBHRTEZMEN
RAOFEHEMIEET 2 ESROHE - T
BHBEARRTREZBEEITRAZ30%- R
—EECFBEREFEIRA R AT R EA
BREFEETREBREFSETFREE
ME BT R FPRERETZRG A
g T EBRBBARANR_ZEE=F A -+
+tHEBETRDI10%  HEADFATERERK
SRR EE T ST = FEREL 2
TZ10%RE R _BET=F+_-_A=+—
B ARARAR—AA=ZFERESE TR
A9 B % 4 6,960,0000% & AR 17 1F + [F BF A 2%
1TEE RS FERR 1D 42 #1 5 138,203,640 - :Z T A
AKRARR - ZEE=FNA-_TLtHEETK
72 10% °

RBERHAMEEA+—@EANE[ RE
—ET=FEREFERARREMEME
BEFEHAS2BRATIROIZBRERTRE
ROERGTHEROTZENDAE  THEER
REAMERETEN Z1% - £ - FREEL
HRBZEREAEBERNARARRKE
#HE -

BE_ZT=FEREFSENAQRFTNES
BRABRABREFERERFETABHEA
THREEREEERRRBLIFERITESE (T
BRETEANRAERERARA 2B IERITE
E)HEE o A REEZE B IEEA T
“EAEE WERMARAREBRENXIE T
ERTEETRHFETABEA LR E ZEM
BRES R ZBRMAH - BBRARQ AT
FEBITIRM01%IZ AR R RMD RS E D
HE WM EE 2 @2 EEH B %% 5,000,000
T BIBEBRBRERARRBRBEASHE -




Notes to the Accounts BR B KfizT

23. Share capital and share options (Cont'd)

(b) Share options (Cont'd)

The exercise price of the share options will be at least
the highest of (i) the closing price of the Company’s
shares as stated in daily quotations sheet of HKSE on
the date of the offer for grant, which must be a
business day; (ii) the average closing price of the
Company’s shares as stated in HKSE’s daily quotations
sheet for the five business days immediately preceding
the date of the offer for grant, which must be a
business day; and (iii) the nominal value of the share.

The share options granted may be exercised at any
time during the period commencing immediately after
the date on which the option is deemed to be granted
and accepted and expiring on a date to be determined
and notified by the board of directors which shall not
be more than 10 years from the date on which the
share option is deemed to be granted and accepted.
2003 Share Option Scheme shall be valid and effective
for a period of 10 years commencing on 27th June
2003.

No share options were granted, cancelled or lapsed
under the share option schemes of the Company
during the year.
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(b) BRE (&

REBNZRBE EEAUATZES
(WERHHAEAY (ZELBAREXRA) BN
REREBRABERT A ZWHE  (I)E
BEROEE BB L EE R B RONER
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BT AREBREZTENERESS
ETAN SERBERERRERDRESR
ZHBTHBBTE —TT=FBRESE
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A 2R AR e
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@es to the Accounts  BR B BifzE
23. Share capital and share options (Cont'd) 23. AR K BB IR RE (@)
(b) Share options (Cont'd) (b) BERREE (&)
Movements of the share options granted under the FRN - ARAFAREBE - =FBRESE=
1993 Share Option Scheme during the year are as B ERE2ZESHNT :
follows:

Options Options Lapsed/  Options held

Options held granted  exercised  cancelled at 31st Exercise
at fst during during during  December price Exercisable  Exercisable
Name January 2003 the year the year the year 2003 HKS  Grant date from untl
BREZE RBREHE EREHE BREZE ERELE
2003 £n £n B R2003E %8 %8 T
4 1718 i i KR/dE nAENA Er RHAH i )
Directors: £z
Zhang Xin Hua R 800,000 - - - 800,000 0930 30091997 30/91997  30/9/2007
Lo Wing Sang,
Vincent Big 2,000,000 - - - 2,000,000 0244 17122000 17212000 17/2/2010
1,000,000 - - - 1,000,000 0.211 5/712000 5/712000 41712010
Chan Wai Dune (3 2,000,000 - - - 2,000,000 0244 17022000 177212000 17/2/2010
1,000,000 - - - 1,000,000 0.211 5/712000 5/712000 41712010
Employees 8 320,000 - (160,000) - 160,000 0.211 5/712000 5/712000 41712010
7,120,000 - (160,000) - 6,960,000
Exercise date was 13th January 2003. At the date TERMAE_ZZ=F—A+=H " £EK
before the options were exercised, the market value TR —RB - BRmERBK26T -
per share was HK$0.26.
Options exercised on 13th January 2003, resulted in RZZZE=F-AT=BARZERE U
160,000 (2002: 1,360,000) shares being issued at BIBABI2MT(CET —F : BRBE
HK$0.211 (2002: HK$0.244, HK$0.211 and HK$0.225 0.2447t * 0.2117T }% 0.2257T) % 17 160,000 (=
respectively), yielding proceeds after transaction costs T T = :1,360,000) % o FEHIFRAZ S (30
(net of deferred income taxes) of HK$31,000 (2002: FrIREFTIS BL) 18 2 BT 15 3K 18 &7 15 31,0007T
HK$300,000). ZZET ZF : B ¥ 300,0000T) °

76 HUALING HOLDINGS LIMITED



www.hualing.com

Notes to the Accounts B8R B KfzE
24. Reserves 24. fF &
Enterprise
Share General expansion Exchange  Accumulated
premium  reserve fund fund reserve losses Total
—REH rEER
R E g % B 2 EE ke
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT BETT
(a) Group (a) &
Balances as at i g2
1st January 2002 —A—B#E 509,219 33,477 16,958 28,497 (44,526) 543,625
Issue of ordinary shares BTEAER 173 - - - - 173
Share issue expenses BIER (9) - - - - 9)
Profit appropriation 7 E 9 B - 3,884 - - (3,884) -
Translation difference
during the year AEEEREER - - - (158) - (158)
Loss attributable to
shareholders [l 5 FE 15 B 48 - - - - (250,359) (250,359)
ZTECF
Balances as at +-BA=+—H
31st December 2002 B 509,383 37,361 16,958 28,339 (298,769) 293,272
Issue of ordinary shares BTEAER 18 - - - - 18
Share issue expenses BIER (3) - - - - 3)
Translation difference AEEER
during the year =8 - - - (977) - (977)
Loss attributable to [ 5 FE 1
shareholders [ - - - - (76,976) (76,976)
—TT=F
Balances as at +-BA=+—H
31st December 2003 B 509,398 37,361 16,958 27,362 (375,745) 215,334
(b) Company (b) 27
Balances as at —ZEFZ
1st January 2002 —F-B#%8 509,219 - - - (20,585) 488,634
Issue of ordinary shares BTEAER 173 - - - - 173
Share issue expenses BIER (9) - - - - 9)
Loss for the year AEEE - - - - (261,658) (261,658)
ZTEZF
Balances as at +-BA=+—H
31st December 2002 thEE 509,383 - - - (282,243) 227,140
Issue of ordinary shares BIEAER 18 - - - - 18
Share issue expenses BIER (3) - - - - 3)
Loss for the year AEEE - - - - (61,124) (61,124)
—TT=F
Balances as at +-BA=+—H
31st December 2003 thEE 509,398 - - - (343,367) 166,031




24. Reserves (Cont'd)

(c) The Company’s PRC subsidiaries are required to
follow the laws and regulations of the PRC and their
articles of association. These subsidiaries are required
to provide for certain statutory funds, namely, general
reserve fund and enterprise expansion fund, which are
appropriated from net profit after taxation but before
dividend distribution based on the local statutory
accounts prepared in accordance with accounting
principles and relevant financial regulations applicable
to enterprises established in the PRC. These PRC
subsidiaries are required to allocate at least 10% of its
net profit to the reserve fund until the balance of such
fund has reached 50% of its registered capital. Such
appropriations are determined at the discretion of the
directors. The general reserve fund can only be used,
upon approval by the relevant authority, to offset
accumulated deficit or increase capital.

25. Deferred taxation
Deferred taxation is calculated in full on temporary

differences under the liability method using taxation rates
applicable to the companies comprising the Group.

L HUALINGHOELDINGS ELIVHTED

@es to the Accounts BR B Mi&t

24. & (&)

() ARAEFEZMEBEARABRTE LR
MBRERBENARERMAA - LEHER
RARBETEETES  DHARBEEZR
CEERES  HERRRERFREDIK
AN IR - R B RPEAMEE
Rz e ERREREMBERMEIEZ AR
METERE - WEPBZHEBARNKEARN
FRBR&EDI10%IAFEES  BEXRHE
HEeRBpEEHEMEANS0%A L - HFE
BRYAHEFENREET #HEESEEEH
ERMEREN BIERERTBRIEMNE
o

25, IE %t Fi 18

ERERBAZBREAAEEINEEREZRAKEIE
TRRERAZHEAEMRS -

Temporary differences are mainly arising from: HEREFERE
2003 2002
HK$’000 HK$’000
BT BT T
Accumulated losses of some of the
subsidiaries carried forward HoMBraz ReTEE 381,227 294,889
Provisions for inventory obsolescence GFERRER 10,859 21,945
Write down of inventory to net
realisable value GEKEER 7,006 13,458
Provisions for doubtful receivables RIREE 46,646 104,562
Others H 28,142 24,898
473,880 459,752
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25. Deferred taxation (Cont'd)

The potential deferred tax assets not provided for in the
accounts were as follows:

www.hualing.com

25 EIE R IE (@)

AERBETBEBEZEERERAEEESROT ¢

2003 2002
HK$’000 HK$’000
BT T BT T

Accumulated losses of some of the
subsidiaries carried forward OB AR RETERE 123,349 95,591
Provisions for inventory obsolescence FERRERS 1,801 3,389

Write down of inventory to net

realisable value FEKEER 1,724 2,673
Provisions for doubtful receivables RIRERE 11,189 26,052
Others H A 8,041 4,966
146,104 132,671

At the balance sheet date, there was no material unprovided
deferred tax liabilities. Deferred tax assets arising from
above temporary differences have not been recognised as
it is uncertain that future taxable profit will be available
against which the temporary differences can be utilised.

The expired date of deferred tax assets not provided as at
31st December 2003 is as follows:

NEEREBERA  YESANKRBEBRETEHER
e MR THRESRESAIEENNGEG MK
GREBEEREZMNE  AALERRERE
TEANEEHBEERKER

W-BT=F+-A=+—BREHLEEHE
AEHMAMT :

2003 2002

HK$°000 HK$’000

ok BT T

Expire within 1 year —F R EH 8,481 3,183
Expire in 1 — 2 years — 2 W F 3 5 25,920 8,481
Expire in 2 — 3 years M ZE = F 5 8 24,977 25,920
Expire in 3 — 4 years = Z Y4 3 5 30,682 24,977
Expire in 4 — 5 years mE R F 30,517 30,682
No expire date fm 2 B A 25,527 39,428
146,104 132,671

According to Provisional Regulations on PRC Enterprise
Income Tax No.11, tax losses of the PRC subsidiaries of
the Group can be carried forward to offset future assessable
profit for a period of 5 years.

BRBRCXAERETRASE - K AEEX
VRFBEOKEAR 2 ERA &SR LENREK
AFZERRAMMNE -
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BRE M5
26. Consolidated cash flow statement 26. ZFEHEERER
(a) Reconciliation of operating loss to net cash inflow from (a) EEBEMALEEFH 2 RERAFHEEESR
operating activities:
2003 2002
HK$’000 HK$’000
BT T BT T
Loss before taxation i BB 18 (67,626) (239,883)
Adjustments: T E
Depreciation we 75,152 76,573
Amortisation of intangible assets mivEEHE 1,031 1,217
Share of losses of associated
companies REBERNT ZEB 1,197 6,663
Impairment of property, plant and
equipment EE & ERE - 8,321
Loss on disposals of property,
plant and equipment LEEREEEEEIE 2,331 8,312
Provision for warranty EmRERB 1,289 8,180
Provision for impairment in value for HEENAREZ
associated companies B - 934
Government subsidies XA 4 B (4,847) (3,026)
Interest income FE WA (2,969) (7,216)
Interest expense FMEXZE 33,308 39,205
Bank handling charges WITFEE 1,943 1,409
Effect of foreign exchange translation M5 [E i, 57 2 2,535 122
Operating profit/(loss) before working & & & & B p 2
capital changes R, (BE) 43,344 (99,189)
(Increase)/decrease in inventories FE GLm /7)& 4 (153,304) 238,645
Decrease in due from related JE Wi 8 Bk & &) RRIE R
companies 477 2,441
(Increase)/decrease in trade and 2 5 & H b JE WK
other receivables () /D (121,450) 135,981
Increase in prepaid value-added taxes ¥ i 1% (& 7% i‘ﬁ 7JD (19,021) (18,574)
Decrease in due to related companies & 15 B8 Bt 2 &) 3% 38 5l (9,060) (1,559)
Increase/(decrease) in trade and 25 R EAM }7§ 1‘1‘ FoA
other payables # 0, CRl ) 428,537 (71,889)
Decrease in other taxes payable H Ath f& 1~ B FOR (19,512) (23,297)
Net cash inflow generated
from operations KEEEZHESRAFRE 150,011 162,559
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AR B PiEE

26. Consolidated cash flow statement (Cont'd)

(b) Analysis of changes in financing during the year

www.hualing.com

26.

Share capital

RERERER (B

(b) "EEREBBESHOMAOT :

including premium Bank loans Minority interests
R R Bk % B RITER LERRER
2003 2002 2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT BETT
At 1st January ®w—B—H 647,571 647,271 530,468 535,074 41,334 34,095
Minority interests’ in i G EN 3
share of loss and BERER
exchange reserves i - - - - 2,844 7,239
Issue of ordinary shares %17 % & it 34 309 = - = -
Share issue expenses ~ E{TR 1D E (3) (9) - - - -
Proceeds from new
borrowings HREX - - 571,630 533,086 - -
Repayment of loans BEEX - - (563,310) (538,592) - -
Cash injection by a PEBRE
minority shareholder BeEA - - - - 7174 -
At 31st December ®w+-A=+—H 647,602 647,571 538,788 530,468 51,352 41,334
27. Contingent liabilities 21. NAREE
Group Company
% 2 A
2003 2002 2003 2002
HK$’000 HK$’000 HK$°000 HK$’000
BT T BT T BT T BT T
Guarantees for bank BB AR Z
loans of subsidiaries HITERAIEER - - - 22,523
Discounted letters of EEEREREZE
credit with recourse BMBEEAE 26,260 - = -
FRREZ
Bills of exchange discounted/ B AR
endorsed with recourse HEEER 1,385 155,056 - -
27,645 155,056 - 22,523

Management anticipates that no material liabilities will arise
from the above bank and other guarantees which arose in
the ordinary course of business.

EEER LAKXREREEB2RITERREM

ERTEELEERAE -
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28. Commitments 28. &I
(a) Capital commitments for purchases of property, plant (a) BEWE  BEREZEZERKE

and equipment:

Group
£ HE
2003 2002
HK$’000 HK$’000
BT T BT T
Contracted but not provided for BEENERERE 4,140 6,802
(b) Commitments under operating leases (b) &= EAE
As at 31st December 2003, the Group had future RZZEZ=F+-_A=+—H SEREDT
aggregate minimum lease payments under non- AEE s T HREREF2EEHEMRARARE
cancellable operating leases for land and buildings as NrmEBEENREBROT -
follows:
2003 2002
HK$’000 HK$’000
BT T BT T
Not later than one year F—FNR 8,837 4,012
Later than one year and not later
than five years F—FREZFLEFENRN - 5,935
8,837 9,947
(¢) The Company itself did not have any material () RAFRIRZZEE-_F+-_A=+—AR=%
commitments as at 31st December 2002 and 2003. E=F+_A=t+—AVEFTRAEREE-
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29. Related party transactions

Save as disclosed elsewhere in this set of accounts, the
material related party transactions are as follows:

(a) Balances with related companies:

www.hualing.com

29.

BB RS

BEARBETFEMHMERE 2RI AEEE
REABAIXZHBENOT ¢

(a) BB LR Z ZHEMOT

Group Company
% A A
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000
ok BT ok BE T
Due from related companies: FE U BB A A
— Yungang Plastic Company Ltd. — &/ %8 ¥}
(“Yungang Plastic”), R A A
a company in which the (EHBBE) -
Group had a 14.25% rEEFE
equity interest 14.25%% &= 116 583 - -
— Hualing Polyfoam, —EZ B
an associated company — g QR - 10 = -
116 593 - -
Group Company
% A A
2003 2002 2003 2002
HK$’000 HK$’000 HK$°000 HK$’000
ok BT ok BE T
Due to related companies JE 1< B Bt & A
- Yungang Plastic —EBEH 1,497 8,124 = -
— Xi’an Dongling, an associated — 78 % 8% -
company — g QR 4,674 5,602 = -
— Hualing Polyfoam — EZ K 2,621 2,034 - -
— Guangzhou Finance —HEREVS
Company Limited R A A
(“Guangzhou Finance”) * (BfEE) > 468 2,560 461 2,553
9,260 18,320 461 2,553

*

Guangzhou Finance, a wholly-owned subsidiary of Guangzhou
International Trust and Investment Corporation (“GZITIC”),
the former controlling shareholder of the Company.

The balances due from/to related companies are
interest-free and are repayable on demand.

O HEEREEMNEREEREAR(EMERD 2
BEBROFRF - BEMNELARA R AR AER

%R

U N BB A RBELEARRBNE
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Notes to the Accounts Bk B BifzE
29. Related party transactions (Cont'd) 2. BEE AR 5 (&)
(b) Significant related party transactions, which were carried (b) EFXBHEANFHEBAHLAETHNEAR
out in the normal course of the Group’s business are S0
as follows:
Group
S
2003 2002
HK$’000 HK$’000
BT T BT T
Purchases from Hualing Polyfoam MEZEZBARRESE R 4,612 5,638
Purchases from and
processing charges paid to MEBEHREE®
Yungang Plastic ZfMIE 1,931 9,297
Purchases from Xi’an Dongling MAZREEZREE® 278 1,018
6,821 15,953
Sales to Yungang Plastic mMEBBHEE 2,369 -
30. Subsequent events 30 FEBESEIE
On 30th January 2004, Able Profit Investment Limited. RZZEZTWF—-—A=+H » XA F -+ Able Profit
(“AP”), Profit Upsurge Limited (“PU”), a wholly owned Investment Limited ([AP]) - RAPZ £ & F 22 A]Profit
subsidiary of AP, and the Company entered into a placing Upsurge Limited ([PU]) B2 f2 & 3R 5T 37 BL & 175 -
agreement with placing agents, pursuant to which AP and Bt - APRPUR B 1z TR B & I 15 0.407% 7T 2 Bl
PU have agreed to place or procure the placing through the BB H 5l E e (35 B i & R 22 % 80,000,000
placing agents of 80,000,000 placing shares and fi% % 120,000,0000% B2 & B 0 F N MR BE =77
120,000,000 placing shares respectively, to not less than B HE - BRI - AP PURAKRQTIEIZRE WD
six third-party investors, at a placing price of HK$0.40 per # BBt - APRPUEB &R E A SRR ER D
placing share. At the same time, AP, PU and the Company 0408 L2 B1E + D AIREHIRFE A se B K FI8
entered into a subscription agreement, pursuant to which R 2 AL 72 E580,000,0000% F 120,000,0004% 72 88 A%
AP and PU have conditionally agreed to subscribe, or e
procure whom they may direct, to subscribe for 80,000,000
and 120,000,000 subscription shares respectively at a
price of HK$0.40 per subscription share.
The placing shares and the subscription shares represent EEROERRBERNDERATBBEEZETRALY
approximately 14.47% of the existing issued share capital 14.47%S AR RS REBIE N IE B BITIRA L) 12.64%
of the Company or approximately 12.64% of the issued ZEATLRABER _ZTNF_A+=HREK °
share capital of the Company as enlarged by the RARBUEREE Z P FIEFHEA) 28 877,000,000
subscription. The placing and the subscription were T A EERERARNEE ZEE N RIERAR
completed on 13th February 2004. The net proceeds from EE—MEEES o

the subscription of approximately HK$77,000,000 have
been received by the Company and will be used to
increase production capacity and as general working
capital of the Group.
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32.

Notes to the Accounts BR B KfizT

Ultimate holding company

The shares of the Company held by GZITIC, the former
ultimate holding company, were transferred to Guangzhou
International Group Co., Limited (“GIG”) on 29th May 2003.
The directors regard GIG, a company incorporated in the
PRC, as being the ultimate holding company from 29th May
2003 onwards.

Approval of accounts

The accounts were approved by the board of directors on
22nd April 2004.
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31.

32.

RAERERLQE

HESKERARBEMEEABZENER=-F
FEFAA-TAAEERTEMNEREEEAERA
A(TEMER)) BEERA/AE_FFT=FRA=
TR ARRZERERARSESTBEEM
ALz BN BB e
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