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SIGNIFICANT ACCOUNTING POLICIES

(a) 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 (“HKSA"), accounting principles generally
accepted in Hong Kong and the disclosure 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 Stock Exchange of Hong Kong
Limited. A summary of the significant accounting

policies adopted by the Group is set out below.

(b) Basis of preparation of the financial statements
(i)  Going concern basis

On 3 August 2000, the Company and all the then
bank lenders of the Group entered into a
restructuring agreement (“the Restructuring
Agreement”) regarding the payment of all Hong
Kong bank borrowings, totalling approximately
$399 million (“the Bank Borrowings”). The
Restructuring Agreement applies for a period of
five years and three months or up to an earlier
date when the Bank Borrowings are reduced to
$150 million. The Group is required to make
minimum fixed repayments of $24 million on an
annual basis. The Group has met this requirement
and has paid $152 million to its bank lenders since
the date of the Restructuring Agreement, except
that, as explained in note 21(d), certain quarterly
payments were agreed to be postponed during this
year. As part of the Restructuring Agreement, the
majority participating lenders may give 14 days’

notice to terminate the Restructuring Agreement.
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1 SIGNIFICANT ACCOUNTING POLICIES 1 ZETBER @)
(Continued)

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

(b) MIBHRANEREE ()

(b) Basis of preparation of the financial statements

(Continued)

(1)

Going concern basis (Continued)

As set out in an announcement of the Company
dated 14 May 2004, Partner Logistics Limited
("Partner Logistics”), a company controlled by Mr.
Tse Tat Fung, Tommy, the substantial shareholder
and a director of the Company purchased from
certain of the bank lenders Bank Borrowings to the
amount of $210 million. Of the amount, $196
million was purchased on 11 February 2004 and
the remaining balance of $14 million was purchased
after the year end on 2 April 2004. Subsequent to
the completion of these purchases, the outstanding
borrowings owed by the Group to the bank
lenders amounted to $38 million. It is also in the
announcement that a revised debt restructuring is
proposed for the outstanding borrowings owed to
the bank lenders and Partner Logistics. The following
is proposed:

e the outstanding borrowings due to the bank
lenders are to be repaid over a two to three
year period;

e the Group will not commence to repay the
outstanding debt due to Partner Logistics until
the borrowings due to the bank lenders are
reduced to a total of $15.9 million; and

e  Partner Logistics is to convert all or part of the
borrowings owed by the Group into share
capital of the Company.
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(b) Basis of preparation of the financial statements
(Continued)

(i)

(ir)

Going concern basis (Continued)

The directors believe that the ongoing support of
the bank lenders and Partner Logistics will continue
and the proposed debt restructuring and debt
conversion will be agreed. This will enable the
Group to continue in operational existence in the
foreseeable future. Accordingly, the directors are
satisfied that it is appropriate to prepare the
financial statements on a going concern basis,
notwithstanding the Group’s financial position as
at 29 February 2004. Should the Group be unable
to continue in business as a going concern,
adjustments would have to be made to restate the
values of assets to their recoverable amounts, to
provide for any further liabilities which might arise
and to reclassify non-current assets and liabilities as
current assets and liabilities, respectively. The effect
of these adjustments have not been reflected in
the financial statements.

Measurement basis

The measurement basis used in the preparation of
the financial statements is historical cost modified
by the revaluation of investment properties and
land and buildings, and the marking to market of
certain investments in securities as explained in the

accounting policies set out below.
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1 SIGNIFICANT ACCOUNTING POLICIES 1 2ETBR ()

(Continued)

(c) Subsidiaries © HEAT

A subsidiary is an enterprise controlled by the Company.
Control exists when the Company has the power,
directly or indirectly, to govern the financial and
operating policies of an enterprise so as to obtain
benefits from its activities.

An investment in a 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.

Minority interests at the balance sheet date, being the
portion of the net assets of subsidiaries attributable to
equity interests that are not owned by the Company,
whether directly or indirectly through subsidiaries, are
presented in the consolidated balance sheet separately
from liabilities and the shareholders’ equity. Minority
interests in the results of the Group for the year are also
separately presented in the profit and loss account.
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(c)

(d)

Subsidiaries (Continued)

Where losses attributable to the minority exceed the
minority interest in the net assets of a subsidiary, the
excess, and any further losses attributable to the
minority, are charged against the Group’s interest
except to the extent that the minority has a binding
obligation to, and is able to, make good the losses. All
subsequent profits of the subsidiary are allocated to the
Group until the minority’s share of losses previously
absorbed by the Group has been recovered.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less any impairment losses
(see note 1(i)).

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. In respect of subsidiaries:

- for acquisitions before 1 March 2001, positive
goodwill is eliminated against reserves and is
reduced by impairment losses recognised in the
profit and loss account (see note 1(i)); and

- for acquisitions on or after 1 March 2001, positive
goodwill is amortised to the consolidated profit
and loss account 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 1(i)).
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1

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Goodwill (Continued)
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. Negative goodwill is
accounted for as follows:

for acquisitions before 1 March 2001, negative
goodwill is credited to a capital reserve; and

for acquisitions on or after 1 March 2001, 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
profit and loss account 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 profit and loss account 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 profit and loss account.

In respect of any negative goodwill not yet recognised
in the consolidated profit and loss account, such
negative goodwill is shown in the consolidated balance
sheet as a deduction from assets in the same balance
sheet classification as positive goodwill.
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(d) Goodwill (Continued)
On disposal of a subsidiary during the year, any

(e)

attributable amount of purchased goodwill not previously

amortised through the consolidated profit and loss

account or which has previously been dealt with as a

movement on Group reserves is included in the

calculation of the profit or loss on disposal.

Investments in securities

The Group’s and the Company’s policies for investments

in securities other than investments in subsidiaries 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 profit and loss account, such
provisions being determined for each investment
individually.

Trading securities are stated in the balance sheet at
fair value. Changes in fair value are recognised in
the profit and loss account as they arise. Securities
are presented as trading securities when they were
acquired principally for the purpose of generating
a profit from short-term fluctuations in price or

dealer’s margin.
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1 SIGNIFICANT ACCOUNTING POLICIES 1 FEEFBER®

(Continued)

(e) Investments in securities (Continued)

(iii) 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 profit and loss account as

they arise.

(f) Fixed assets

(i) Fixed assets are carried in the balance sheets on

the following bases:

investment properties with an unexpired lease
term of more than 20 years are stated in the
balance sheet at their open market value
which is assessed annually by external qualified

valuers;

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(h)). 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(h)) and
impairment losses (see note 1(i)).
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f) Fixed assets (Continued)
(i) Changes arising on the revaluation of investment
properties and 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 profit and loss account, if and
to the extent that it exceeds the amount held
in the reserve in respect of that same asset, or,
solely in the case of investment properties, the
portfolio of investment properties, immediately
prior to the revaluation; and

— when a surplus arises on revaluation, it will be
credited to the profit and loss account, if and
to the extent that a deficit on revaluation in
respect of that same asset, or, solely in the
case of investment properties, the portfolio of
investment properties, had previously been
charged to the profit and loss account.

(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.
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(Expressed in Hong Kong dollars)

1

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f) Fixed assets (Continued)

(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 profit and loss account on
the date of retirement or disposal. On disposal of
an investment property, the related portion of
surpluses or deficits previously taken to the
investment properties revaluation reserve is also
transferred to the profit and loss account for the
year. For all other fixed assets, any related
revaluation surplus is transferred from the
revaluation reserve to retained profits.

(g) Leased assets

Leases of assets under which the lessor has not
transferred all the risks and benefits of ownership are

classified as operating leases.

(i)  Assets held for use in operating leases

Where the Group leases out assets under operating
leases, the assets are included in the balance sheet
according to their nature and, where applicable,
are depreciated in accordance with the Group's
depreciation policies, as set out in note 1(h).
Impairment losses are accounted for in accordance
with the accounting policy as set out in note 1(i).
Revenue arising from operating leases is recognised
in accordance with the Group’s revenue recognition
policies, as set out in note 1(p)(ii).
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(g) Leased assets (Continued)

(i)

Operating lease charges

Where the Group has the use of assets under
operating leases, payments made under the leases
are charged to the profit and loss account in equal
instalments over the accounting periods covered by
the lease term, except where an alternative basis is
more representative of the pattern of the benefits
to be derived from the leased asset. Lease incentives
received are recognised in the profit and loss
account as an integral part of the aggregate net
lease payments made. Contingent rentals are
charged to the profit and loss account in the
accounting period in which they are incurred.

(h) Depreciation

(i)

(ii)

No depreciation is provided on investment properties
with an unexpired lease term of over 20 years or
on freehold land.

Depreciation is calculated to write off the cost or
valuation of other fixed assets over their estimated
useful lives as follows:

— leasehold land is depreciated on a straight-line
basis over the remaining term of the lease;

— buildings are depreciated on a straight-line
basis over the shorter of their estimated useful
lives, being 40 years from the date of
completion, and the unexpired terms of the
leases; and
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Depreciation (Continued)

(i)

—  other fixed assets are depreciated on a straight-
line basis over their estimated useful lives as

follows:

Furniture, fixtures and
equipment 2 to 10 years
Plant and machinery 3 to 7 years
Motor vehicles 4 to 10 years
Impairment of assets
Internal and external sources of information are reviewed
at each balance sheet date to identify indications that
the following assets may be impaired 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

—  positive goodwill (whether taken initially to reserves
or recognised as an asset).

If any such indication exists, the asset’s recoverable
amount is estimated. An impairment loss is recognised
in the profit and loss account whenever the carrying
amount of an asset (including positive goodwill taken
directly to reserves) exceeds its recoverable amount.
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(@

Impairment of assets (Continued)

(i)

(ii)

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).

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 profit and loss account in the year
in which the reversals are recognised.
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Notes on the Financial Statements

B 7% =R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A29R ILFE
(Expressed in Hong Kong dollars) (A TTEIR)
1 SIGNIFICANT ACCOUNTING POLICIES 1 FEEFBER®
(Continued)
() Inventories () =F&

(k)

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.

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.

Properties held for sale

Properties held for sale are stated at the lower of cost
and net realisable value. Cost comprises all direct costs
incurred in connection with bringing the properties
held for sale to their current condition. Net realisable
value represents the estimated selling price in the
ordinary course of business less all costs to be incurred
to make the sale.

(k)
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Notes on the Financial Statements

B %5 3R R B &E

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(I) Cash equivalents

62

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.

(m) 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.

(i) Contributions to Mandatory Provident Funds as
required under the Hong Kong Mandatory Provident
Fund Schemes Ordinance and contributions to the
retirement schemes operated by the relevant
authorities for employees of the subsidiaries in the
People’s Republic of China (“PRC"), Taiwan and
Malaysia are recognised as an expense in the profit
and loss account as incurred, except to the extent
that they are included in the cost of inventories not
yet recognised as an expense.

HZE200452 8290 I[FFE
(A TTHIR)

1

E g E_i_ J-‘E& % \f‘

) REZEEY

RehReEFBYMEIRITER
KR E -~ FHRRITNEAMS S
BB R RTFR - AR BRI
BEmEMIRERE - FLIRE
AR SR ESE MRS HK
B EAXNEEEDRERE
N WEBAR=(ERRNEE -
AREIRERERME  HER
REEEMOBEANEERMN
REE  YEKASERSEE
—EAEIRITIEX -

(m) EEER

i) e FELEL AFHFF
&R~ REREER RS IRIE
BEREMNSAEEELHK
A HEAEE RS RHER
BARBNEREARG - 10
BNRREEEBREADN
E¥REER - B LA
RIRHESE -

(i) REFECRFIERTESFE
BB BRI HOIRBIIE R
BaHRR AR EARKLM
B([FE]) - 5EREHRA
DZMERREE2EEH
BN PIE IR Z RN 25
B R - IR EAREER
R BEFF AR ARHER
AT EK AR BER
A o




Notes on the Financial Statements

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

1

(m) Employee benefits (Continued)

(iii)

(iv)

The Group's net obligation in respect of lump sum
long service amounts payable on cessation of
employment in certain circumstances under the
Hong Kong Employment Ordinance is the amount
of future benefit that employees have earned in
return for their service in the current and prior
periods. The obligation is calculated using the
projected unit credit method by a qualified actuary,
discounted to its present value, and the fair value
of any related plan assets is deducted. The discount
rate is the yield at balance sheet date on Exchange
Fund Notes that have maturity dates approximating
the terms of the Group’s obligations.

When the Group grants employees options to
acquire shares of the Company at nil 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.

(n) Income tax

()

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 profit and loss
account except to the extent that they relate to
items recognised directly in equity, in which case
they are recognised in equity.
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Notes on the Financial Statements
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

1

64

(n) Income tax (Continued)

(ii)

(iii)

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.

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.

1
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Notes on the Financial Statements

B 85 R R Y RE

HZE2004F2 B29H |[FFE

(BUBTEFIR)

1 SIGNIFICANT ACCOUNTING POLICIES 1 EESHEE ®)
(Continued)

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

(n) FrE%L (A
(i) (4&)

(n) Income tax (Continued)
(i) (Continued)

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).

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.

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.
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Notes on the Financial Statements

B 7% =R 3% MY &%
For the year ended 29 February 2004 B Z2004F2 290 1EFE
(Expressed in Hong Kong dollars) (AATTFIR)
1 SIGNIFICANT ACCOUNTING POLICIES 1 EESHEER®
(Continued)
(n) Income tax (Continued) (n) FIBHL (&)
(iv) Current tax balances and deferred tax balances, (iv) RNEARGEZETIIBAS6R R H &
and movements therein, are presented separately PEEHMIT - WEAT
from each other and are not offset. Current tax i - ANEAMREREE E
assets are offset against current tax liabilities, and REeEARRRAEEBE
deferred tax assets against deferred tax liabilities if, EITEEARNAFIEEER
and only if, the Company or the Group has the HAHABIEEE  WAFS
legally enforceable right to set off current tax AT R BT - A
assets against current tax liabilities and the following R LA 9> Bl #5588 7S B RN 3R S 75t
additional conditions are met: HAME
— in the case of current tax assets and liabilities, — FEBEEENER
the Company or the Group intends either to RARHAEE G ER
settle on a net basis, or to realise the asset FREELE - AR
and settle the liability simultaneously; or BHZEEMEEZE
&3
— inthe case of deferred tax assets and liabilities, — EEBEEENER
if they relate to income taxes levied by the EULEEME ENER
same taxation authority on either: B — SRR A T &
F—IERBREEE
4
—  the same taxable entity; or — R—EHREE K
- different taxable entities, which, in each — TRMERELS -
future period in which significant amounts LB EIER
of deferred tax liabilities or assets are B EEEF B KRE
expected to be settled or recovered, BERBEEERE
intend to realise the current tax assets EE S A FEIEER
and settle the current tax liabilities on & A A E Y
a net basis or realise and settle HEA - RFRE
simultaneously. EBHRNEHIBE
ER B BRI

BfE - skRIFEIR
ZAEMSEZE

& -
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Notes on the Financial Statements

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

1

(o)

(p)

Provisions and contingent liabilities

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 occurrence or
non-occurrence of one or more future events are also
disclosed as contingent liabilities unless the probability
of outflow of economic benefits is remote.

Revenue recognition

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 profit and loss account as follows:

(i)  Sale of goods
Revenue is recognised when the customer has
accepted the goods and the related risks and
rewards of ownership. Revenue excludes value
added tax or other sales taxes and is after
deduction of any trade discounts and returns.
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B %5 3R R B &E

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

1

68

(p) Revenue recognition (Continued)

(i)

(i)

(iv)

v)

Rental income from operating leases

Rental income receivable under operating leases is
recognised in the profit and loss account 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
granted are recognised in the profit and loss
account as an integral part of the aggregate net
lease payments receivable.

Commission, consultancy service and management
fee income

Commission, consultancy service and management
fee income are recognised when the related

services are rendered.

Dividends

— Dividend income from unlisted investments is
recognised when the shareholder’s right to
receive payment is established.

— Dividend income from listed investments is
recognised when the share price of the
investment goes ex-dividend.

Interest income

Interest income from bank deposits is accrued on a
time-apportioned basis by reference to the principal
outstanding and at the rate applicable.
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Notes on the Financial Statements

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

1

(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 profit and loss account.

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 profit and loss
account in the period in which they are incurred.

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.
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

1 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(t) Segment reporting

70

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 geographical segment
information as the primary reporting format. No business
segments analysis of the Group is presented as all the
Group’s turnover and trading result are generated from
the manufacture, sale and marketing of jewellery
products and provision of related agency services.

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.

Segment capital expenditure is the total cost incurred
during the year to acquire segment assets that are
expected to be used for more than one year.

Unallocated items mainly comprise financial and
corporate assets, interest-bearing loans, borrowings,
corporate and financing expenses and minority interests.
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Notes on the Financial Statements

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

2

B 85 R R Y RE

HZE2004F2 8290 IFFE
(A TTHIR)

TURNOVER 2 EHEEH
The principal activities of the Group are the manufacture, REBHEEXH SRS « HERKE
sale and marketing of jewellery products and provision of BIRE | e AR AR A R IR AR -
related agency services.
Turnover represents the sales value of jewellery products EREREHEAE P HRE AR
sold to customers and commission income. The amount of EEERAEBA - FARELE XS
each significant category of revenue recognised in turnover PR SIAEZ AR SN
during the year is as follows: N
2004 2003
$'000 $'000
Fr Tz
Sales of jewellery products KREEMHEE 939,161 945,666
Commission income el A 16,464 8,469
955,625 954,135
OTHER REVENUE 3 HilgA
2004 2003
$'000 $'000
Fr T
Rental income e WA 1,665 4,842
Interest income A B WA 130 200
Exchange gain b 3, & A 3,245 3,111
Consultancy service income A ) AR 75 M A 1,258 1,958
Others HAh 6,614 5,918
12,912 16,029




Notes on the Financial Statements

B %5 3R R B &E

For the year ended 29 February 2004

(Expressed in Hong Kong dollars)

4 PROFIT/(LOSS) FROM ORDINARY
ACTIVITIES BEFORE TAXATION

Profit/(loss) from ordinary activities before taxation is arrived
at after charging/(crediting):

HZE200452 8290 I[FFE
(ABTTLIR)

4 BBATEEXRBEF (BER)

BB EREBRN, (50 ) 2k
/GEA) ¢

2004 2003
$'000 $'000
Fx Tt
(a) Finance costs (a) BIIEEH
Interest on bank loans RITER R
and overdrafts BEZHFE 7,048 12,161
Interest on other loans Hith B A F) B 210 -
Interest on amount due FES D SRR
to a minority shareholder FIEHF S 77 78
7,335 12,239
2004 2003
$'000 $'000
Fr Tt
(b) Staff costs (b)y BIRAK
Contribution to defined AEHFERK
contribution retirement plan a1 8 4t 3R 3,462 4,042
Expense recognised in respect ERREARBE
of long service payments TR A X
(note 23(a)(ii) and (jii)) (B 5 23(a)(i) X (i) 522 4,481
Retirement costs RIRET B R AR 3,984 8,523
Salaries, wages and other benefits He - TENREMEF 112,770 124,003
116,754 132,526
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B 7% =R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)
4 PROFIT/(LOSS) FROM ORDINARY 4 BRBAIEEXBERF (BR)
ACTIVITIES BEFORE TAXATION (Continued) (#)
2004 2003
$'000 $'000
Fr T
(c) Other items (0 EMIEE
Cost of inventories FE KA 589,608 637,916
Auditors’ remuneration Z 2R B & 2,867 2,248
Depreciation e 11,222 12,957
Operating leases charges KEHEER
— land and buildings situated — BBzt
in Hong Kong REEEY) 41,706 42,802
— land and buildings situated —BBUINZ T
other than in Hong Kong NEEY) 3,611 8,116
(Gain)/loss on disposal of HEBTEE
fixed assets (=) Ei8 (42) 1,304
(Write back of provision)/provision (Bm),/ RESEDE
for properties held for sale VR (872) 910
Provision for inventories FEEB 5,205 22,433
Rentals receivable from properties FEWMER @B EE
less direct outgoings of ¥ i 167,0007T
$167,000 (2003: $300,000) (20034 : 300,0007T) (1,498) (4,542)
Cost of inventories includes $26,486,000 (2003: FEXRABEEEIXA  TEE
$45,444,000) relating to staff costs, depreciation expenses, A KeHEBARTFERBERN
operating lease charges and provision for inventories, which 26,486,0007T (20034F : 45,444,000
amount is also included in the respective total amounts J0) c BRAEENMERA RS ERY
disclosed separately above or in note 4(b) for each of these 4B ZES T EEA(D) FTFI RS XM AR
types of expenses. oo
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For the year ended 29 February 2004

(Expressed in Hong Kong dollars)

INCOME TAX IN THE CONSOLIDATED
PROFIT AND LOSS ACCOUNT

5

74

(a) Income tax in the consolidated profit and loss

HZE200452 8290 I[FFE
(A TTHIR)

5

mEBEBRAIRHAES

(a) REBBERATIAEHA :

account represents:

(i)

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 2004
financial statements. Accordingly, the provision for
Hong Kong Profits Tax for 2004 is calculated at
17.5% (2003: 16%) of the estimated assessable
profits for the year. Taxation for overseas subsidiaries
is similarly charged at the appropriate current rates

of taxation ruling in the relevant countries.

2004 2003
$'000 $'000
Fr T
Current tax — Provision for AHBIE -FEANESH
Hong Kong Profits Tax B
Tax for the year REFEFIA 2,647 496
Underprovision in respect NEFERETR
of prior years 13,261 2,475
15,908 2,971
Current tax — Overseas A BE - '
Provision for overseas taxation REZBINGIEEE
for the year 4,168 740
Deferred tax BT A
Origination and reversal of TREZENES
temporary differences Y (3,064) -
17,012 3,711

M200343 R ' BABNE
TS ER16% Am
£17.5% ° ZREFERRA
SENBEBEL  cEHRE
2004F WIS IR - ANE
BEEZRIMEHASHZ
Z . Bt - 2004F EHNE B
P B B IEAFENG
ETHERERL B A1 7 .5 %
(20034 : 16%) MBI Rt
H o BN A R BB IE A
HERA B KB R R IRAT B R
BOUTERTE -
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B 85 R R Y RE

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

HZE2004F2 B29H |[FFE

(ABTTHIR)

5 INCOME TAX IN THE CONSOLIDATED 5 HLZEBIRARNAEH @
PROFIT AND LOSS ACCOUNT (Continued)

(a) Income tax in the consolidated profit and loss

account represents (Continued):

(ii)

During the year ended 29 February 2004, certain
subsidiaries of the Group received from the Inland
Revenue Department (“IRD"”) additional assessments

(@) FEBBRFITNWABHRA
(#)

(i)

FEEZE2004%F2 A29H IEF
EA - AEBEETHEBAR
WR| I BHAEEENE

amounting to $13 million relating to certain FrRRARRERE S
offshore income and agents commission payments R S TS HE B PR B HH A0 AR

and promoter fees arising in prior years in respect
of which the IRD have challenged the tax treatment

SF AR 2%013,000,0000T ©
%P B it E 5 A BT B

adopted by the subsidiaries. The subsidiaries are in ARAFMERANRBEER
the process of gathering relevant information to 7% o MIB AR IEE LS ER
support the tax treatments adopted. The directors BRI SERANTEREER

believe that the information being gathered will
provide sufficient grounds to support the tax
treatments adopted. However, the directors consider
it prudent to establish a provision of $13 million in
respect of the above which has been charged to
the consolidated profit and loss account.

The outcome of the above challenges by the IRD is
undetermined as at 29 February 2004. In the event
that the subsidiaries are not successful in defending
the tax treatments adopted, the Group may be
subject to significant additional tax liabilities and
possibly penalties over and above the additional
provision of $13 million noted above. The directors’
estimate of potential additional tax liabilities which
could arise should the offshore income claims fail is
$42 million. The directors consider that it is
impractical to estimate the potential amount of
additional tax liabilities arising if the IRD’s challenge
in respect of the agents commission payments and
promoter fees is successful. Furthermore, under
the provisions of the current tax legislation, the
above mentioned penalties may be up to three
times any tax under-reported as assessed by the
IRD.

% BERE  EEEED
BRI R AR IE S
RRANHEEE LA - A
M- EERENLEBRE
13,000,000 TTHEEREFIER
% - BARBELCALS
B@mENA °

200452 H298 - KB
HA FERNERERRA
28 o MRELMB AR
FTER R B 765 BRI 77 A TR
BT RN - AR
A OFR AN ECHE B OH Lot
13,000,000 T ESME HE HI A
BRI BEMSIR - EEE
STINREBEABEF AT RE
SR Al 8k IR MR INEE TS
B1&/5 42,000,000 T ° =5
RAEBER ETEEsT R
BREREBASNRRIEE
BRAMNE RS EmEEEIN
MIBEBENFIAESRE ° It
SN 1R BB B RTRIBUA RS -
LA _E$R 5 89 & 51 Al gE E R 7S
BatHEE R D W IBER =

g o
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For the year ended 29 February 2004 B Z2004F2 290 1EFE

(Expressed in Hong Kong dollars) (AATTFIR)

5 INCOME TAX IN THE CONSOLIDATED 5 HLEBIRARNWAEH @

PROFIT AND LOSS ACCOUNT (Continued)

(b) Reconciliation between tax expense and (b) FiBsBxEMEHEF (FHiE)
accounting profit/(loss) at applicable tax rates: BB AR R EWHE
2004 2003
$'000 $'000
Fr Ft
Profit/(loss) before tax BRATER S (EE) 36,129 (48,214)
Notional tax on profit/(loss) RZREREBRRERS
before tax, calculated at the BF,/ (FE) HEAR=E
rates applicable to profits/(losses) &t & B FL AT A F|  (E51E)
in the countries concerned K& &I 13,311 (2,317)
Tax effect of profits entitled AZEE2HEENETD
to tax exemption HIBRE (7,574) =
Tax effect of non-deductible AR R B 2
expenses 1,720 3,248
Tax effect of non-taxable revenue B ZET AW FE B & (2,007) (1,065)
Tax effect of prior year's tax losses ERAFEBRAANUEFE
utilised this year HENTIEZZ (7,297) (1,010)
Tax effect of temporary differences = ## 52 B B B = 2 79§ 18
not recognised wa 3,677 104
Tax effect of unused tax AN {5 A i1 B R B 58 Y AT 4
losses not recognised &5 18 /) B 1H 52 28 1,921 2,276
Underprovision in prior years NEFEREDTE 13,261 2,475
Actual tax expense BEEREHMREYH 17,012 3,711
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B 7% =R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)
6 DIRECTORS' REMUNERATION 6 EEMS
Directors’ remuneration disclosed pursuant to section 161 of RIBB (A RNEBD F 161155 E
the Hong Kong Companies Ordinance is as follows: EMemT
2004 2003
$'000 $'000
Fr T
Fees ke 1,593 1,650
Salaries and other emoluments e RE M 5,388 4,470
Discretionary bonuses B 7E {E 41 350 1,638
Retirement scheme contributions RRETE] 5K 26 36
7,357 7,794
Included in the directors’ remuneration were fees of EEMESRIEFAZN FBILIERIT
$1,440,000 (2003: $1,440,000) paid to the independent EEMME1,440,0007T (20034 ¢
non-executive directors during the year. 1,440,0007T) °
The remuneration of the directors is within the following LA TEEANES AT ¢
bands:
2004 2003
Number of Number of
directors directors
EZ A BEEAH
$0 to $1,000,000 07T £ 1,000,0007T 5 4
$1,000,001 to $1,500,000 1,000,0017T £ 1,500,0007T 1 -
$1,500,001 to $2,000,000 1,500,0017T £ 2,000,0007T 1 2
$2,500,001 to $3,000,000 2,500,0017T £ 3,000,0007T 1 -
$3,000,001 to $3,500,000 3,000,0017T £ 3,500,0007T - 1
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B 7% =R 3% MY &%

For the year ended 29 February 2004 EHZ2004F2 A29R I FE
(Expressed in Hong Kong dollars) (AATTFIR)

7 INDIVIDUALS WITH HIGHEST 7 BEMEAL

EMOLUMENTS

EFRANMEeERSMALE =
(2003F : =f1) REE ' AENHE
SEBEHNAWTES o BRI (20034 :

Of the five individuals with the highest emoluments, three
(2003: three) are directors whose emoluments are disclosed
in note 6. The aggregate of the emoluments in respect of

the other two (2003: two) individuals are as follows: M) ATHBS LT ¢
2004 2003
$'000 $'000
Fr Tt
Salaries and other emoluments HehHMEE 3,252 2,331
Discretionary bonuses ) 7E B4 256 779
Retirement scheme contributions RIRET B 24 24
3,532 3,134

The emoluments of the two (2003: two) individuals with the ZMAL (20034 : WAL BlemE AL
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highest emoluments are within the following bands: S EA T EER :
2004 2003
Number of Number of
individuals individuals
A A
$0 to $1,000,000 07t £$1,000,0007T - 1
$1,000,001 to $1,500,000 1,000,0017T £ 1,500,0007T 1 -
$2,000,001 to $2,500,000 2,000,0017T £ 2,500,0007T 1 1
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B 7% =R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A29R ILFE
(Expressed in Hong Kong dollars) (A TTEIR)
8 PROFIT/(LOSS) FOR THE YEAR 8 AFEERF(HH)
The consolidated profit/(loss) for the year includes a loss of REEREERN (BB BE—2B
$8,655,000 (2003: $43,895,000) which has been dealt with FIAA R BB 75 R K #98,655,0007T
in the financial statements of the Company. (20034F : 43,895,0007T) &18 °
9 PREFERENCE SHARES DIVIDEND 9 EERKRE
2004 2003
$'000 $'000
Fr T
Dividend on 6.5% convertible 6.5% &R RIEH AT K i
non-voting redeemable NERZEERRKRE
preference shares (note 28(a)) (Fff 3£ 28(a) - 5,665
No preference shares dividend is accrued in current year as RERLBRETBERKE - BE2E
all preference shares were redeemed in last year. Dividends BEREEELAFELD - £EFE - £
on 22,200 6.5% convertible non-voting redeemable SRERR B RETE20029F8A31H © %
preference shares of US$1,000 each had been accrued for f& 5. 5A22,200A%EIE 1,000 T 5 &
the first half year to 31 August 2002 in last year. 6.5% I EEIARR 10 B o
10 EARNINGS/(LOSS) PER SHARE 10 SRERN  (&i8)
(a) Basic earnings/(loss) per share (a) BREAERF, (EE)
The calculation of basic earnings/(loss) per share is BREAZR (B18) RIRBRAE
based on the profit for the year of $7,493,000 (2003: F[Z & H)7,493,0007T (20034 :
loss of $49,478,000) adjusting for the dividend for [E51849,478,0007T) * {EICHILE
preference shares of $Nil (2003: $5,665,000) and T (20034 : 5,665,0007T) &
391,889,263 ordinary shares (2003: 391,889,263 FNEEE17391,889,263 % L A%
ordinary shares) in issue during the year. (20034 : 391,889,263% L i@A%)
THE -
(b) Diluted earnings/(loss) per share (b) ERBHERR (BB
Diluted earnings/(loss) per share is not shown as all the HRPTEEE L ER GUEE RS
potential ordinary shares (i.e. the employee share R 1 EEEY R - RIES
options) are anti-dilutive. PSR EERT (&8 o
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

11

12

80

CHANGE 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 March 2003, in order to comply
with Statement of Standard Accounting Practice 12 (revised)
("SSAP 12 (revised)”) issued by the HKSA, the Group
adopted a new policy for deferred tax as set out in note
1(n). The adoption of SSAP 12 (revised) has no material
impact on the Company’s and the Group’s net assets and
results for the current and prior years.

SEGMENT REPORTING

Segment information is presented in respect of the Group’s
geographical segments. Information relating to geographical
segments based on the location of assets is chosen because
this is more relevant to the Group in making operating and
financial decisions. No business segments analysis of the
Group is presented as all the Group’s turnover and trading
result are generated from the manufacture, sale and
marketing of jewellery products and provision of related

agency services.

HZE200452 8290 I[FFE
(A TTHIR)

12

SETEERAERT

Rt
&iﬁ%%ﬁﬁﬁ%ﬁ@ﬁiZ%'
HATEEARZEEMAE R AT
RAEREBERORIBLE - LABES
REME - BEBBEEEHLRSESE
BEAERERA SRR - A==
F=A—Hi BTRHEBESAD
AEEMEOCETEBERDE 1255 K&
BED) KIREE - AEBERLEFRIESE
A THIEE(n) FrE T TR
KA TEESTBRERNA R RASE
EAFERNEFENEEFERE
BEHEATE

2B E

D EER RIRAKE MRS #R L
23t o BERBEEEMEME MIZHE
BRI R ZER - TREEER
HAREEELEERMBEREBEE
R ARAEENE XA NG ERE
BRERE - HERERERE B
REBENRERS - L EREHE
AR E 2 AR DA o
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B 75 R & MY &£

For the year ended 29 February 2004 HZE2004F2 A29R ILFE
(Expressed in Hong Kong dollars) (A TTEIR)
12 SEGMENT REPORTING (Continued) 12 7 ERERE (4

PRC Inter-segment

(including Hong Kong) Others elimination Consolidated
il 248
(BFEE) B HHUR GREE

2004 2003 2004 2003 2004 2003 2004 2003
§'000 §'000 §'000 §000 §'000 §'000 §'000 $'000

Revenue from external customers

Inter-segment revenue

Other revenue from external
customers

Total

Segment results

Finance costs

Cost of financial restructuring

Gain/(loss) on disposal and
revaluation of properties

(Gain on disposal of subsidiary

Write back of default interest for
unpaid dividend on
preference shares

Provision for diminution in value
of investments in securities

Write back of provision/(provision)
for other receivables

Provision for termination of
overseas business

Income tax

Minority interests

Profit/{loss) for the year
Depreciation for the year
Impairment loss for the year

Significant non-cash expenses
(other than depreciation)

Segment assets
Unallocated assets

Total assets

Segment liabilties
Unallocated liabilities

Total liabilities

Capital expenditure incurred
during the year

RENREPHUA
ABARA
KESREPHEMLRA
B%

AHEERR

BHER

HHBERER
HERERNFUE/ (BE)
HERER R E
EOREREERRSZ
BAHE
ERRAAERRE

&0/ (RE) ERERTRE
BRIEBNEHER

HEH
LERRER

KERRH/ (58)
AEENE
AERHERR
REFREH (FERH)

-+
Ar
e

RELNERRR

899,086 844153 56,539 109,982 - - 955,625 954135
4383 10,402 - - (4383)  (10402) - =
9,606 13864 3,306 2,165 - 12912 16029
913075 868419 59,845 112,147 (4383) (10402) 968,537 970,164
41300 (20866) (3513  (8467) 37,181 (29.33%3)
(7,335)  (12,239)
(6,472)  (4,905)
1988 (1,880)
9,406 =
- 6,576
- (1,051)
755 (3276)
- (2100
(17012 B371)
(11,624) 2447
7493 (49478)
9990 11,240 1.232 1717
- 910 - 343
5254 30,045 - 2,167
733280 615302 16,056 46590 (134,674) (145497) 614,664 516395
3,281 =
617,951 516,395
320798 209318 110811 164353 (134,674) (145497) 296,935 228,174
267,885 253738
564,820 481,912
6,215 7417 2 523




Notes on the Financial Statements

B %5 3R R B &E

For the year ended 29 February 2004

(Expressed in Hong Kong dollars)

13 FIXED ASSETS

82

HZE200452 8290 I[FFE
(A TTHIR)

13 BEEE

(a) The Group (a) &A&KH
Furniture,
Land and fixturesand  Plant and Motor Investment
buildings equipment machinery  vehicles  Sub-total properties Total
tHR BA-%E  BER
BEY ET] HE ] Nt RENE a8
$'000 $'000 $'000 $'000 §'000 §'000 $'000
T i T T r i T
Cost or valuation: HAGME
At 1 March 2003 R2003E3A 18 42,948 113,646 19,467 5299 181,360 475 181,835
Eichange adjustments ER A% - 118 9 - 216 - 216
Additions BE - 4,500 1,737 - 6,237 - 6,237
Disposals if:3
-~ through disposal of subsidiary -FRHENBAR - (1808) (1,775 - (3,583) - (3,583)
- others —Eft - 38 - (1581 (543 - (54
Surplus on revaluation BB 2619 - - - 2619 55 2674
Less: Elimination of accumulated B MERTE
depreciation (1,000) - - - (1,000 - (1,000)
At 29 February 2004 R 200452A 298 44,567 112,605 19,527 3718 180,417 530 180,947
Representing: &
Cost A = 112,605 19,527 3718 135,850 - 135,850
Valuation - 2004 & - 20045 44567 - - - 44567 530 45007
44,567 112,605 19,527 3718 180,417 530 180,947
Aggregate depreciation: HEAE:
At 1 March 2003 #R2003£3A 1R - 94,586 16,926 4,670 116,182 - 116,182
Exchange adjustments ERSE - 107 88 - 195 - 195
Charge for the year REEHE 1,000 8779 1,005 438 11,222 -1
Written back on disposal i ER &M
- through disposal of subsidiary -BALERBAR - (1646)  (1,661) - (3,307) - (3,307)
- others —Eft - (3809 - (1581 (5390) - (539
Elimination on revaluation B (1,000) - - - (1,000) - (1,000)
At 29 February 2004 R 200452A29A - 98,017 16,358 3,527 117,902 - 117,902
Net book value: REFE:
At 29 February 2004 R 2004525298 44,567 14,588 3,169 191 62,515 530 63,045
At 28 February 2003 R 2003527 28R 42,948 19,060 2,541 629 65,178 475 65,653
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B 7% =R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)
13 FIXED ASSETS (Continued) 13 B EEE ®
(b) The Company (b) &A2F)
Furniture,
fixtures and
equipment
HH o #E
R#E
$'000
T
Cost: B :
At 1 March 2003 and 20033818 &
at 29 February 2004 7 2004F 2 A 29H 207
Aggregate depreciation: e
At 1 March 2003 7200338 1H 205
Charge for the year REEHE 2
At 29 February 2004 200452 A 29H 207
Net book value: BRENHE :
At 29 February 2004 7200442 8297 -
At 28 February 2003 7200342 A 28H 2
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i
For the year ended 29 February 2004 B Z2004F2 290 1EFE
(Expressed in Hong Kong dollars) (AATTFIR)
13 FIXED ASSETS (Continued) 13 BEEE ®)
(c) The analysis of net book value of properties is as () MEREFENINOT :
follows:
The Group
K&
2004 2003
$'000 $'000
Fr T
In Hong Kong EER
— Long leases —RHEMEE 2,783 2,710
— Medium-term leases —HHEE 42,314 40,713
45,097 43,423

84

(d) Investment properties of the Group were revalued at 29
February 2004 by an independent firm of surveyors,
Chung, Chan & Associates who have among their staff
Fellows of the Royal Institution of Chartered Surveyors,
on an open market value basis. The revaluation surplus
of $55,000 has been credited to the profit and loss
account. The carrying value of these investment

properties at 29 February 2004 is $530,000.

(e) The Group’s land and buildings held for own use were
also revalued at 29 February 2004 by an independent
firm of surveyors, Chung, Chan & Associates, on an
open market value basis. The revaluation surplus of
$1,982,000 has been credited to the profit and loss
account. The remaining surplus of $637,000 has been
transferred to the land and buildings revaluation reserve

of the Group (note 28(a)).

The carrying amount of the land and buildings held for
own use of the Group at 29 February 2004 would have
been $61,743,000 (2003: $63,165,000) had they been

carried at cost less accumulated depreciation.

(d)

(e)

REENREMEDN200442
R29B & BB AIERIT—EE
17 (EHD B I AERFAEAD
BefRe8)ETE M - A=
TN ARMEAEELEITE
& + A%55,000THEGHEER
FTABEE o WIREMEN2004
F2H29HBAREE A530,000

JG ©

REEFER AR T RIEEY)
INER2004F2 B29H &R B
BIERIT—EETANAHATES
HAEEITEL - A201,982,0007T
NE{BMREFTABRE  #8T
K& #42637,000 T B BRI RE
b R FESE Y E (R H (BT o
28(@a)) °

RINA SR E B AH i R 22
FEY IR AR E BT ERA
AR - BIJZE L+ 3 R B EEYIF 2004
F2A29BMEHTHEER
61,743,000 (20034 :
63,165,0007T) °
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HZE2004F2 8290 IFFE
(A TTHIR)

14 B AR

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

14 INTEREST IN SUBSIDIARIES

The Company

b NN

2004 2003

$'000 $'000

Fx Tt

Unlisted shares/capital EEMRGD S BEX

contributions, at cost A EEAR 708,072 708,072
Amounts due from subsidiaries JiE L Ff /BB 2 &) BR 3R 152,253 164,254
860,325 872,326
Less: Impairment loss W R (E B R (827,697) (827,697)
32,628 44,629

TRARFIIEAEENKE  BEX
BEAEATYENHBARFE - K
AEEREIN  FIBENRNHASE
R

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.

Proportion of

Place of ownership interest
establishment/ Particulars Frefkst =
incorporation of issued Group's held
and and paid effective by the held by Principal
Name of company operation up capital interest  Company subsidiary activity
B3/ S BETR AEEHG BHEARXR  AHKEAR

ARER RBEHE BRRAFE BERER 5E ¥E FEER

Beijing Tse Sui PRC Rmb 1,750,000 56.46% - 56.46% Jewellery

Luen Jewellery H and manufacturing

Company US$1,800,000 and trading

Limited (“BTSL") 1,750,000 A & % HERE

LRI RE 121,800,0003 7T BT

ARAR

(Mm@ )

Foyer Investment Hong Kong $10,000 100% = 100% Property

Limited BB 10,0007C holding and

ERRBEERAA investment

RENE

RE&EE

85



Notes on the Financial Statements
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

14 INTEREST IN SUBSIDIARIES (Continued)

Place of
establishment/

incorporation

and

Name of company operation

B3/ B 3L

AAER REEHH

Ho Loong Jewellery Hong Kong/

Casting Company PRC

Limited B/ HHE
MERESEERAA

Impromptus Asia Hong Kong

Pacific Limited 0

Infinite Assets British Virgin

Corp. ("IAC") Islands

("BVI")

RBRUHE

Queen Busy Hong Kong

Limited BB

Shanghai Tse Sui PRC

Luen Consultancy HE

Service Limited

("SH TSLCS")
HEHNRBEEBEAFRAR

(TEE#mBEEEA])

Particulars
of issued
and paid

up capital
BEATR

BRBRAFE

$2
2

$10,000
10,0007t

$275,254
275,2547C

$2
2T

US$140,000
140,000% 7T

HZE200452 8290 I[FFE
(A TTHIR)

14 B A TR (&)

Proportion of
ownership interest

FERERL =
Group's held

effective by the held by Principal
interest  Company subsidiary activity

ARG mALE  ANELR
BERER BE BB FEER
100% - 100% Jewellery
retailing
KEZTE
70% - 70%  Goldsmith
and jewellery
trading
RER
KEES
56.46% = 56.46%  Investment
holding
RERR
100% - 100% Property
holding
BENE
53.64% - 95%  Provision of

consultancy
services

fe B
R 1%
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

14 INTEREST IN SUBSIDIARIES (Continued)

Name of company

DNEER

Tse Sui Luen
Investment
(China) Limited
("TSL China")

Aim B & (P E)
ARAR
([@mB R E])

Tse Sui Luen
Jewellery
Company Limited
("TSU")
MEBREERAF
([HmBAE])

Tse Sui Luen
Jewellery
(Malaysia)
Limited
AMmEAE (FRAR)
ARAR

Tse Sui Luen
Jewellery Trading
& Distribution
Limited (“TSL
Trading”)

AImEAEEE R
AHERAA
([FmBEE])

Place of
establishment/
incorporation
and

operation
B3/ R L
REEHH

BV
RERZES

Hong Kong
Bk

Hong Kong/
Malaysia
B/
SRAEDR

Samoa

RS

Particulars
of issued
and paid

up capital
BRTR

BRBRAFE

US$6,863
6,863% T

$34,000
34,0007

$3,000,000
3,000,0007T

Us$1
(E3

B 85 R R Y RE

HZE2004F2 8290 IFFE
(A TTHIR)

14 fiB AR @)

Proportion of
ownership interest

FERERL =
Group's held

effective by the held by Principal
interest  Company subsidiary activity

AEEH BHEARXR  AHKEAR
B ER o] B FEEH
56.46% - 56.46%  Investment
holding
REER
100% - 100% Jewellery
manufacturing,
trading and
retailing
RERE -
EHREE
100% - 100% Jewellery
retailing
KEZTE
56.46% - 56.46% Jewellery
trading and
provision of

related agency
services
KEES
REHEIER
BRI RT
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B 7% 3R & Fff 5E
For the year ended 29 February 2004 B Z2004F2 290 1EFE
(Expressed in Hong Kong dollars) (AATTFIR)
14 INTEREST IN SUBSIDIARIES (Continued) 14 B RARER @
Proportion of
Place of ownership interest
establishment/ Particulars MAEERLE
incorporation of issued Group's held
and and paid effective by the held by Principal
Name of company operation up capital interest  Company subsidiary activity
B3/ 5 A L BETR AEEN BARXR  HWEAR
N ES-$:1 BRRAFE EREDR A BB FEER
TSL Investment BVI $1,000 100% 100% - Investment
(B.V.I.) Limited RBREZHES 1,0007T holding
REER
TSL Properties Management Hong Kong $1,000 100% = 100% Property
Limited Bk 1,0007T holding and
HIHENEERERAA investment
REME
RRE
15 OTHER FINANCIAL ASSET 15 Htt R EE
The Group
KE
2004 2003
$'000 $'000
Fr T
Investment security, at cost less provision =& 5% & - 2B AR B
— Membership and seat in the —SREBS S S
Chinese Gold and Silver K & 2
Exchange Society 500 500
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B 7% =R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)
16 PROPERTIES HELD FOR SALE 16 FEWZF
The Group
rEH
$'000
T
At 1 March 2003 72003 3H 1H 21,826
Disposals e (960)
Write back of provision R EE 872
At 29 February 2004 7200452 A 29H 21,738

(@) The analysis of the net book value of properties held for

sale is as follows:

(a) BEVMERMFENHTOT

The Group
xE
2004 2003
$'000 $'000
Fr Ft
In Hong Kong RN
— Medium-term leases — R HEE 17,883 18,011
Other parts of the PRC E /R B H i 75
— Long leases —RHHEE 1,770 1,730
— Medium-term leases —HHEE 2,085 2,085
3,855 3,815
21,738 21,826

At the balance sheet date, the property ownership

certificates in respect of the property interests held in
other parts of the PRC of $1,770,000 (2003: $3,815,000)
as stated above have not been issued by the relevant

PRC government authority.

(b) Write back of provision for properties held for sale is

made by reference to the valuation of the properties

carried out by an independent firm of surveyors,
Chung, Chan & Associates, as at 29 February 2004 on

an open market value basis.

REER - EAEBEBATEPID
ARt A& B 7 B E A3 5
#HH1,770,0007T (20034 ¢
3,815,0007T) ) ¥ A2 25 H S b
EREGREERE -

(b) BEMGFEDELEBRL2ELHR
BRI RNTT — — B =1772004
F2R29B U AHAMEAEET
LA ER ML
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B %5 3R R B &E

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

16 PROPERTIES HELD FOR SALE (Continued)

(0)

The Group leases out properties held for sale under
operating leases. The leases typically run for an initial
period of one to two years, with an option to renew
the lease after that date at which time all terms are
renegotiated. Lease payments are usually adjusted
annually to reflect market rentals.

The gross carrying amounts of properties held for sale
of the Group held for use in operating leases were
$12,345,000 (2003: $12,630,000) and the related
provisions were $711,000 (2003: $1,091,000).

The Group’'s total future minimum lease payments
under non-cancellable operating leases are receivable

HZE200452 8290 I[FFE
(A TTHIR)

16 FEWE @

(0)

AEENKEZHERHFEY
X GUEHE-—RVT/HE—F
EMF  TAAEEREAESIHA
®REH  ERMA GG EHN
EE - HENTERESEFA
B ARBRTSEEE

AEERAECEHENTEYE
RBRME 4% 512,345,000 7C
(20034 : 12,630,0007T) * A
PR SR A711,0007T (2003
4 :1,091,0007T) °

AEERBETABERNGEHEE
ERERENRIERENREL

as follows: BT
The Group
rE
2004 2003
$'000 $'000
Fi Fi
Within 1 year 14F A 104 868
17 INVENTORIES 17 &8
The Group
3
2004 2003
$°000 $'000
Fr Tt
Raw materials JR 49,952 43,754
Work in progress E& M 67,380 21,794
Finished goods K 183,161 147,428
Finished goods — consigned outward &K G — EIN T & 109,503 77,543
409,996 290,519
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B 85 R R Y RE

For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)

17 INVENTORIES (Continued) 17 &8 @)

As at 29 February 2004, the Group had consigned finished
goods to the licensees, Beijing Hua Long Rui Lin Economic
and Trading Company Limited (“Hua Long”) and Beijing Rui
Feng Da Lin Jewellery Co., Ltd. (“Rui Feng”), both established
in the PRC, amounting to $97,093,000 and $12,410,000
respectively. The licensees are responsible for distributing
the consigned finished goods to the shop outlets operating
under the trade names of “Tse Sui Luen” in the PRC. As at
29 February 2004, the Group had an amount due from Hua
Long and Rui Feng amounting to $30,199,000 and
$1,290,000 respectively. Since the Group cannot supervise
the activities of the licensees, the directors consider that it is
possible that the Group may not be able to recover
possession of all or certain of these consigned finished
goods in the event that the licensees are unable to meet
their financial obligations. The directors are not aware of
any circumstances that lead the Group to believe that the
licensees are unable to meet their financial obligations.

Included in raw materials and finished goods are inventories
of $12,870,000 (2003: $12,517,000) and $77,682,000
(2003: $89,031,000) respectively, stated net of provisions
made in order to state these inventories at the lower of their
cost and estimated net realisable value.

200462 298 - NEBESFIAE
£(97,093,0007574112,410,0007CH) &Y
K& T MEEER B AR P
RZFERAE - -t REERBEEE
RAR ([FERE]) ML RIR RS
BRAR ([FHE]) o FLR A iR
RAERBERTEEXNGBOHEERLEF
B LA [F3R | A B2 TEAER o R
20042 A29H & EFEMIRIEH AL
EMRZDHNA30,199,000TH
1,290,0007T ° EARSKE A LABSE &
LRAI IR ERENEE - EFRA
A R R IR A A R EE
BEAE - REERTRE T 8EEUE F1 A 3k
HOZETERKm EFTAREE
A B AR5 E LR iR FE A
EREABEMBEEER

R R R BB 2 B B 15 B R B
H7FE12,870,0007C (20034 :
12,517,0007T) }.77,682,0007T (2003
£ :89,031,0007T) * LASKIRAK A Bk fly
ST IFERE P BRI




Notes on the Financial Statements

B 7% =R 3% MY &%

For the year ended 29 February 2004 B Z2004F2 290 1EFE

(Expressed in Hong Kong dollars) (AATTFIR)

18 TRADE AND OTHER RECEIVABLES 18 JE W B ok B2 L B WK
Included in trade and other receivables are trade debtors B FE A B W AR 0 % EL At B MR R Y FE
(net of provisions for bad and doubtful debts) with the AR (B MR RIBAREE) BUERE 5
following ageing analysis: HIRUNNE

The Group
rEH
2004 2003
$'000 $'000
Fr T
0 to 30 days 0ZE 30K 30,779 17,690
31 to 60 days 31 X£60 X 6,370 25,321
61 to 90 days 61K 290K 8,336 4,684
Over 90 days AR 902 2,360
Total trade debtors JiE Uit B TR 48 5E 46,387 50,055
Other receivables, deposits and HMERR - &

prepayments PEEENEN 32,755 33,475
79,142 83,530
Apart from retail customers, the Group allows an average REEERIN  AEBATHMER

credit period of 75 days to other customers. 75 RHERIRER ©
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B 7% 3R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)
19 CASH AND CASH EQUIVALENTS 19 RERAECEEY
The Group
rEE
2004 2003
$'000 $'000
Fr Tt
Cash at bank and in hand HITFRARR S 39,277 53,200
Cash and cash equivalents in the BEBRERATONRER
balance sheet ReEEY 39,277 53,200
Secured bank overdrafts (note 21(a)) BEMRTEZ (BF5E210) - (4,260)
Cash and cash equivalents in the REMERATINIE 2
cash flow statement REEEEY 39,277 48,940
20 TRADE AND OTHER PAYABLES 20 FEERFNR AR
Included in trade and other payables are trade creditors with BIED FE AN BR R B EL A FE SR IN Y FE
the following ageing analysis: MR BRE DT
The Group
rEH
2004 2003
$'000 $'000
Fr T
0 to 30 days 0Z 30Kk 67,737 28,447
31 to 60 days 31X ZE60K 17,814 16,498
61 to 90 days 61K 290K 27,997 9,330
Over 90 days FEiEBI0K 58,912 52,705
Total trade creditors JFE T BR R 48 58 172,460 106,980
Other payables and accruals HEMEMNRESER 113,408 101,676
285,868 208,656
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B %5 3R R B &E

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

21 BANK LOANS AND OVERDRAFTS

94

(a)

At 29 February 2004, the bank loans and overdrafts

HZE200452 8290 I[FFE
(A TTHIR)

21 |RITERREX

(a)

M2004F2 A298 @ RITEFRR

were analysed as follows: BEXHERITAT
The Group
AEE

2004 2003
$'000 $'000
Fr Tt
Secured bank overdrafts (note 19) B IR17E X (B 5E19) - 4,260
Secured bank loans BEFRTER 51,677 249,478
51,677 253,738

Pursuant to the Restructuring Agreement set out in
note 1(b)(i), the majority participating lenders may give
14 days’ notice to terminate the Restructuring
Agreement. Accordingly, the bank borrowings are
classified as current liabilities at 29 February 2004.

As set out in note 1(b)(i), certain of the bank lenders of
the Bank Borrowings assigned all their rights, title and
interests in the indebtedness due to them by the Group
amounting to $195,731,000 to Partner Logistics on 11
February 2004.

Subsequent to the balance sheet date, the rights, title
and interests in the indebtedness due to a bank lender
of the Bank Borrowings by the Group amounting to
$14,000,000 was assigned to Partner Logistics on 2
April 2004.

(b) MRIFMEE1(b)(I) PAELAIE AR

= R ERAREL14KE
MMz EA T - Ak - »
20042 A29 B IIRTTE RS &
mENEE o

TFZAKTEE1(b)(i) PTEL - 72004452
B118 » FERITEROEER
TR A S E E MR
195,731,000 CEFHIFT B R
FrEEREZEZETPartner

Logistics °

HHEHE% - R 2004F4F28 - A
SEBEN—RBITERAERE
$8774£14,000,0007T K& HI4E
A - B Kb 8E 5% TPartner

Logistics °
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B 85 R R Y RE

HZE2004F2 8290 IFFE
(A TTHIR)

21 BRITEHRES ©®

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

21 BANK LOANS AND OVERDRAFTS (Continued)

(d) According to the letters dated 21 May 2003, 2 October (d) #R¥#%200345H21H - 2003410
2003, 20 November 2003, and 19 March 2004 issued HA2H - 2003411 H20H %2004
by the representative of the participating lenders, all F3IA19BBERANREKE LD

the lenders conditionally agreed to postpone the
quarterly loan payments due by the Group during the
year ended 29 February 2004. According to a letter
issued by the representative of the participating lenders
on 14 June 2004, all the lenders have agreed to
postpone the repayment due on 31 May 2004 to 31
August 2004 or completion date of a revised debt
restructuring deed, whichever is earlier.

B - FTEERAGKERE
EHZE2004F2 A29R IEFEE
BAEENZEEEITER - BB
20046 A 14 AEREARTEL
BEH - FTAERARSTER
£ EF 200445831 HZE20045F
8A31 A EHEAEZLITKA
B ERHARZE -

22 OTHER LOANS 22 HEK
Hib B ARESPartner LogisticsH) &
EHER - At EFEF BN AN
HMIEE1(0)(0) K21 -

Other loans represent the secured loans due to Partner
Logistics. Details of the other loans are set out in note 1(b)(i)
and 21 on the financial statements.

23 EMPLOYEE BENEFIT OBLIGATIONS 23 EEEANEK

(a) RIMBRES

(a) Long service payments

Under the Hong Kong Employment Ordinance, the
Group is obliged to make lump sum payments on
cessation of employment in certain circumstances to
certain employees who have completed at least five
years of service with the Group. The amount payable is
dependent on the employees’ final salary and years of
service, and is reduced by entitlements accrued under
the Group's retirement plan that are attributable to
contributions made by the Group. The Group does not
set aside any assets to fund any remaining obligations.

REBEBERBIED) - WRAE
BEETER TELEERERSE
BRBELAFHRLET - &
AABEFANTARELE T
XNRBRBE - BSORIR
B2 eBRE TSR FH TR
BEHHE - YMHRBFPIERSE
BIRIRFTEI P RIEE ST AR
BN D - AEELEBR
FREEAXNESRNEL S
A o

95



Notes on the Financial Statements

B %5 3R R B &E

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

23 EMPLOYEE BENEFIT OBLIGATIONS (Continued)

(a) Long service payments (Continued)
(i) The amount recognised in the consolidated balance

HZE200452 8290 I[FFE
(ABTTLIR)

(a) RERKE (&)

\

23 EERFAZEL &

() HEHEEERBERERNE

sheet is as follows: AT :
The Group
REH
2004 2003
$'000 $'000
Fr Tt
Present value of unfunded FEEAE TR

obligations " IR (E 9,570 11,192

(i) Movements in the net liability recognised in the

(il EREEERERERNE

consolidated balance sheet are as follows: EFREEHNT -
The Group
rEH
2004 2003
$'000 $'000
T T
At beginning of the year FHHTE 11,192 8,471
Expense recognised in the EEmEER
profit and loss account ofs:atus] 522 4,481
Employer contributions/ EBEHR
benefit payments 2 AR (2,144) (1,760)
At end of the year FREREE 9,570 11,192
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

23 EMPLOYEE BENEFIT OBLIGATIONS (Continued)

(a) Long service payments (Continued)

(iii) Expense recognised in the consolidated profit and

loss account is as follows:

B 85 R R Y RE

HZE2004F2 8290 IFFE
(A TTHIR)

23 EEEAZE®K @
(a) REBES (B

(i) EiREBEERERNSZ M
T~

2004 2003

$'000 $'000

Frx Tt

Current service cost NEERBE KA 43 41

Interest cost MEER 665 573
Net actuarial (gains)/losses ERREE (W)

recognised VA ti-b (186) 3,286

Losses on curtailment and R RS
settlements Z B8 - 581
522 4,481

The expense is recognised in the following line

BRI HRETIIGABE

items in the consolidated profit and loss account: *IEHAHER
2004 2003
$'000 $'000
Fr it
Cost of sales HE KR 90 616
Selling expenses HEEMR 332 3,070
Administrative expenses THEA 100 795
522 4,481
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B %5 3R R B &E

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

23 EMPLOYEE BENEFIT OBLIGATIONS (Continued)

98

(a) Long service payments (Continued)

(iv) The principal actuarial assumptions used as at 29
February 2004 (expressed as weighted average) are

as follows:

HZE200452 8290 I[FFE
(A TTHIR)

23 EEEAE®K @

(a)

EHBHS (%)

() 120042529 BEMIE
EREER CAETHBE
W :

The Group operates a Mandatory Provident Fund
Scheme (“the MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF Scheme is a
defined contribution retirement scheme administered
by independent trustees. Under the MPF Scheme, the
employer and its employees are each required to make
contributions to the scheme at 5% of the employees’
relevant income, subject to a cap of monthly relevant
income of $20,000. Contributions to the scheme vest

immediately.

The Group also operates defined contribution retirement
benefits schemes for all qualifying employees in the
PRC, Taiwan and Malaysia with contributions to the
schemes at 7%, 2% and 12% of the gross salaries
respectively. The assets of the schemes are held
separately from those of the Group in funds under the
control of independent trustees.

2004 2003
Discount rate xR 6% 6%
Future salary increases KRR £ TR
— year 2003 to 2004 — 20034F % 20044 3% 1%
— year 2005 and thereafter — 2005 3 LA 18 3% 3%
(b) Defined contribution retirement plan (b) REMEKETE

REETNZRESCREMEAES
FTEVERDHRTE - BIBEES
IR BB EE A A (R B 52 758
MATEEFE ([RERETED -
BRI EIR — AR E R FGEIR
FTEl - HBUMZEATE - R
BoaEesEl - EEMEEHE
ZBEERBARNS% [5HE
e (B S ARAEREA S L
R %%20,0007T ° [AIFTEI1EH A
HENESR BT E R BAER o

REETRATEH - A& RERA
DB AERMERRY — AR
EHFRANGTE - MZETEX
RHOHEFABEFE - AERSE
RS E THSBENT %
2% K12% ° HEIMEEBIR
AEENEERA  THBIX
AT -
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B 7% 3R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)
24 AMOUNTS DUE TO MINORITY 24 BRDEREFNIE
SHAREHOLDERS
The amounts are unsecured, interest bearing at Hong Kong 20034 H)1,702,0007C 2 %2 B -
Prime Rate and not expected to be settled within one year LRI AEER - LEERESHE
except an amount of $1,702,000 in 2003 which was STERENFERTER —FREE -
interest free.
25 INCOME TAX IN THE BALANCE SHEET 25 EERBRATHAEHR
(a) Current taxation in the balance sheet represents: (a) BEESEBEXRFIRNAAEES !
The Group
rEH
2004 2003
$'000 $'000
Fr Tz
Provision for Hong Kong Profits Tax REZBBNSH
for the year B 2,647 496
Provisional profits tax paid ENEHAET (338) (423)
2,309 73
Overseas taxation 8 SN T8 4,036 2,407
Balance of profits tax provision LA & B AIE T
relating to prior years BEES 13,688 2,383
20,033 4,863
Representing: (A
Tax recoverable A 4 B 618 (144) (264)
Tax payable JE 1~ 718 20,177 5,127
20,033 4,863
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B %5 3R R B &E

For the year ended 29 February 2004

(Expressed in Hong Kong dollars)

25 INCOME TAX IN THE BALANCE SHEET
(Continued)

100

(b) Deferred tax assets and liabilities recognised

HZE200452 8290 I[FFE

(AR TTIIR)

25 EERBERATONAER @

(b) ERAELEHAEENEME :

The Group REE
Depreciation
allowances
in excess  Revaluation
of related of Tax
depreciation properties losses Total
BB
HETEN
HEXBHE MEER B B
$'000 $'000 $'000 $'000
T T TIT TIT
At 1 March 2002 and at 72002438 1H K&

28 February 2003 200342 A 28H = = = =
At 1 March 2003 R 200363H 1R - - - -
Charged/(credited) to EREBEER

consolidated profit 552/ (5F )

and loss account 252 - (3,316) (3,064)
Charged to reserves EREEX

(note 28(a)) (Ffi 5% 28(a)) - 221 - 221
At 29 February 2004 200442 5 29H 252 221 (3,316) (2,843)




Notes on the Financial Statements

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

25 INCOME TAX IN THE BALANCE SHEET
(Continued)

(b) Deferred tax assets and liabilities recognised

B 7% 2R 3% M &F
HZE2004F2 8290 IFFE

(A TTHIR)

25 AEAMRFTNAMEH @

(b) ERRELEHAEENEME :

(Continued) (&)
The Group
REE
2004 2003
$'000 $'000
Fr T
Net deferred tax asset recognised HEHABEBER
on the consolidated TEREIEER IR
balance sheet EEFE (3.143) =
Net deferred tax liability recognised ZE4ABEBER
on the consolidated TEREIEER IR
balance sheet BEFE 300 -
(2,843) -

(c) Deferred tax assets not recognised
The Group has not recognised deferred tax assets in
respect of tax losses of $106,543,000 (2003:
$190,378,000) and temporary differences of
$96,033,000 (2003: $75,019,000). The tax losses do
not expire under current tax legislation.

() FERWELHBEE
ANEE B 15 7R 5k A %K1 06,543,0007T
HIFL1E (20034 : 190,378,000
JT) K& AT NAF 296,033,000
(20034F : 75,019,0007T) ERE
BRIEERRIBAE - BIRBRITH
E BEBIBTRIERRA
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Bt %%

% ¥R M 5

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

26

102

EQUITY COMPENSATION BENEFITS

The Company has a share option scheme which was
adopted on 26 November 2003 whereby the directors of
the Company are authorised, at their discretion, to invite
participants of the share option scheme to take up options
to subscribe for shares of the Company. The exercise price
of options is the highest of the nominal value of the shares,
the closing price of the shares on The Stock Exchange of
Hong Kong Limited (“the Stock Exchange”) on the date of
grant and the average closing price of the shares on the
Stock Exchange for the five business days immediately
preceding the date of grant. The option period will not be
more than ten years from the date of grant of the option
and the Company’s board of directors may at its discretion
determine the minimum period for which the option has to
be held or other restriction before the exercise of the
subscription right attaching thereto. Each option gives the
holder the right to subscribe for one share.

HZE200452 8290 I[FFE
(A TTHIR)

26 HEZFTENER]

NAFIF2003F 11 A26 HEA—1BE
%wkﬁﬂ Bt - ARBIEFER
%MI BRI RIRGT B 2 E
m$$ AR B RAERE o RIR
%%ﬁﬁ%%hﬁmﬁﬁﬁ~hﬁm
RIRERTEREEEHERSME
R A ([HERR Pl ) 8215 RO UL T (B R IR
PREERARIER T B HA R (&%
BEMRMRSEH FHEmE=4a+
M= EE RBB T SBRRTH
&1+ - ARBESANIBERET
ERARNE AT ZE 15 A SR AR 1 B D RE )
HEMEBS - BIERAREZRTEAS
R — R, -

(a) Movement in share options (a) RRESH
2004 2003
Number Number
gE HE
At beginning of the year FHHTE 26,590,000 30,895,000
Lapsed B R (26,590,000) (4,305,000)
At end of the year FRHT - 26,590,000
Options vested at 29 February/28 #2H29H, 2A28H R E
February RELEE BB A AR AR - 26,590,000
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

26 EQUITY COMPENSATION BENEFITS (Continued)

(b) Terms of unexpired and unexercised share options

Bt % % B 3T
# 2200442 A29R ILFE

(A TTHIR)

26 M EHER ()

(b) REHEBREBARTELRR

at balance sheet date REFH
Exercise Exercise 2004 2003
Date granted period price Number Number
BFEH TR TEE HE HE
15 September 1999 15 March 2000
—AhhENA+AR to 19 August 2003
—TTTF=RA+HABE $0.25
—ZEZ=FN\A+NHE 0.257T - 26,590,000
27 SHARE CAPITAL 27 AR
2004 2003
No. of No. of
shares Amount shares Amount
‘000 $'000 ‘000 $'000
RHBEE &1 2B
TR Tr Tk Tt
Authorised: EERA
Ordinary shares of HARMEEO0.257T
$0.25 each T R 1,080,000 270,000 1,080,000 270,000
Issued and fully paid: ERITRARKRA :
Ordinary shares gl
At 1 March and at R3F1B R
29 February/ W2A298
28 February 2A28H 391,889 97,972 391,889 97,972
6.5% convertible 6.5% % 1% 2K
non-voting redeemable A 5, ¥ K f& [E]
preference shares ZBER
At 1 March R3A1H - - 22 171,916
Redemption of BERED

preference shares -

- (22) (171,916)

At 29 February/ MW2A298
28 February 2H28H -
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B 7% =R 3% MY &%
For the year ended 29 February 2004 B Z2004F2 290 1EFE
(Expressed in Hong Kong dollars) (AATTFIR)
28 RESERVES 28 f#fE
(a) The Group (a) &AKH
Land and
buildings Capital
Share  Special  Capital revaluation  Exchange redemption Accumulated
premium  reserve  reserve  reserve  feserve  reserve losses Total
t#E
BEN EXEE
ROERE HHBE E2RE EfEE EXRE B% ZiFE 4%
$'000 $'000 §000 $'000 §000 $'000 §000 §000
T T T T T T T T
At 1 March 2002 R2002E351R 86,037 336,362 98,141 22,967 (7755) 13119 (755,864)  (206,993)
Revaluation deficit EfiBR - - - (463) - - = (463)
Revaluation reserve realised on LENEmER
disposal of property LEEGE - - - (982) - - 9?2 -
Bxchange differences on translation R EHB AR
of the financial statements of HhERZ
subsidlaries EXEE - - - - 765 - - 765
Exchange reserve realised on deemed ~ E{EHEHBA A
disposal of subsiciaries BR7EARE - - - - (44) - - (44)
Loss for the year TEEEE - - - - - - (19478)  (9478)
Dividends note 9) & (FE9) - - - - - - (68)  (865)
Redemption of preference shares BEELR - - - - - AT916 - 17916
Increase in share of minorty interests S &R R EERHELE
in net tangible assets of subsidiaries  HIE AT AR - - - - - (3,096) - (30%)
Bxpenses for redemption of preference  EAE %
shares &R - - - - - (11,066 - (11,066)
Wite back of accrued dividendon ~~~ BRELR
preference shares ke&m - - - - - - 934 393
At 28 February 2003 R2003527 28R 86,037 336,362 98,141 21522 (7.034) 170873 (770,651)  (64,750)
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B 7% =R 3k MY &
For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)
28 RESERVES (Continued) 28 & @)
(a) The Group (Continued) (a) A&EBE #)
Land and
buildings Capital
Share  Special  Capital revaluation  Exchange redemption Accumulated
premium  reserve  reserve  reserve  feserve  reserve  losses Total
tHE
ESY ey [
ROEE HARE E2RE EfRE EXRE fif ZiEA ag
§000 §000 $'000 §000 $'000 §000 §000 $'000
OB ®m B B W B T
At 1 March 2003 R2003E37 18 86,037 336,362 98,141 21522 (7.034) 170873  (770651)  (64,750)
Revaluation surplus (note 13(e)), netof ~ E (A& 84 (& 13(e) 1k
deferred tax (note 25(o)) - - - 416 - - - 416
Revaluation reserve realised on disposal  (HENEMER 2
of property - - - (526) - - 526 -
Exchange differences on translation of  EFBARH KRR
the financial statements of subsilaries 2 E % % & = - - - 35 - - 35
Capital reserve realised on HEARREMER
liquidation of subsidiaries - - (149) - - - - (149)
Exchange reserve realsed on HENBARMER
disposal of a subsidiary - - - - (7117) - - (117)
Profit for the year RERRH - - - - - - 749 7493
At 29 February 2004 R 2004528297 86,037 336,362 97,992 1,412 (7486) 170873  (762.632)  (57.442)
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28 RESERVES (continued)
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(@) The Group (Continued)
Accumulated losses of the Group can be analysed as

HZE200452 8290 I[FFE
(A TTHIR)

28 f#fE @

(a) A%HE (&
REEZ REHEEINAT -

follows:
2004 2003
$'000 $'000
T Tt
Company and its subsidiaries ANRAE R EHB AR (762,632) (768,957)
Associates B 2 X 7] - (1,694)
(762,632) (770,651)

(ii)

The special reserve of the Group arose from the
difference between the nominal amount of the
share capital and share premium of the subsidiaries
at the date on which they were acquired by the
Group and the nominal amount of the ordinary
share capital issued as consideration for the
acquisition.

The capital reserve, land and buildings revaluation
reserve and exchange reserve have been set up and
will be dealt with in accordance with the accounting
policies adopted for business combination,
revaluation of land and buildings and foreign
currency translation (note 1).

(i AEBEZEHFEDEER
ME R AWM AREWEE R
Z BT B B B A 5 (B B
RYPERE 2T E R
RHEZZHR °

(i) BARMEE LHREEYSE
R RELFEIER
Mo WEREREBE G
Bttt REEY RINE R
HRTERARE SRR (EE1)
BEIRIE L -
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B 7% 3R & Y &E
For the year ended 29 February 2004 HZE2004F2 A290 IEFfE
(Expressed in Hong Kong dollars) (A TTEIR)
28 RESERVES (Continued) 28 f#E ®
(b) The Company (b) &AT]
Capital
Share Contributed redemption Accumulated
premium surplus reserve losses Total
BEARED
BRHEE BRHBK % RIER R
$'000 $'000 $'000 $'000 $'000
T T T T T
At 1 March 2002 R2002F3H51H 86,037 532,336 13,119 (846,906)  (215,414)
Loss for the year KEFEEE - - - (43,895) (43,895)
Dividends (note 9) BB, (B 5 9) - - - (5,665) (5,665)
Redemption of & 5]
preference shares BER - - 171,916 - 171,916
Expenses for fE [
redemption of (=Fl
preference shares =3 - - (11,066) = (11,066)
Write back of accrued TEHR 18 55 R
dividend on % &
preference shares # [ — — - 39,374 39,374
At 28 February 2003 20034
2H28H 86,037 532,336 173,969 (857,092) (64,750)
At 1 March 2003 200338 1H 86,037 532,336 173,969 (857,092) (64,750)
Loss for the year KEEEE = = = (8,655) (8,655)
At 29 February 2004 4 20044F
2H29H 86,037 532,336 173,969 (865,747) (73,405)
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28 RESERVES (continued)
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(b) The Company (Continued)

(i)

(ii)

The contributed surplus of the Company arose
from the difference between the consolidated net
assets of the Group’s subsidiaries acquired pursuant
to a group reorganisation at the date on which the
reorganisation became effective, and the nominal
amount of the Company’s ordinary shares issued
under the reorganisation.

Under the Companies Act 1981 of Bermuda (as
amended), the contributed surplus account of the
Company is available for distribution.

However, the Company cannot declare or pay a
dividend or make a distribution out of contributed
surplus if:

(@) itis, or would after the payment be, unable to
pay its liabilities as they become due; or

(b) the realisable value of its assets would thereby
be less than the aggregate of its liabilities and
its issued share capital and share premium

accounts.

The aggregate amount of reserves available for
distribution to shareholders of the Company at 29
February 2004 was $Nil (2003: $Nil).

HZE200452 8290 I[FFE

(AR TTIIR)

(b) AT (4

(i)

(ii)

RARZEBBBRTIELS
SHEMBRRNEAERA
MRS EEAREBE 2R
REREFERASHEETL
ARBEBREABEZZR

BEBRE1981FRAE
(#&18E7])  ARRIZEHA
BMRERA] DI T AR -

BETIERT - KRR
ENEZRHRIEIGUREE
IRSRENRE 2 - DIk
BEHES

() EBNRER @ AQF
T RES S T ALY B
BfE =X

(b) AAREEMAIEIRE
ERMEREARE - B
BT A R A& 10 i (B BR
ZHAN o

20042 F29H -« WA
DB FAR B KRR Z B
(20034 : 4) ©
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29 HEME AT

For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

29 DISPOSAL OF SUBSIDIARY

On 24 September 2003, the Group disposed of a subsidiary,
Tivoli Jewelry Company Limited, satisfied in cash.

AEEMN20035F9 A24 B K E — R
BAa —— Tivoli Jewelry Company

Limited WWHRER &L (B ©

2004
$'000
Fr
Net liabilities disposed of: HEMNBEEFE:
Fixed assets EEE 276
Inventories FE 12,973
Trade and other receivables JE L2 AR R R L fth FE 3K 9,486
Cash at bank and in hand HITFRER 48
Bank overdrafts RITEL (4,526)
Trade and other payables JE 11 BR R R L fth JE 5 3K (6,164)
Current taxation NPT (1,714)
Amount due to minority shareholder JEf D HAR R KA (19,008)
Exchange reserve realised on disposal 1 & 1 8 35 89 & i (% & (777)
Net identifiable assets and liabilities AHBEERAGEFE (9,406)
Gain on disposal of subsidiary & BT B A Rl M e 9,406
Cash consideration received, satisfied by 1% BX IR 4
cash (Note) RAE (55) -
Less: Cash of the subsidiary disposed of 33 : &M B A A HIE & (48)
Bank overdrafts of the subsidiary HE KB A A
disposed of RIRITE X 4,526
Net cash inflow in respect of the LERB AR
disposal of the subsidiary WEMANFE 4,478

Note: Nominal cash consideration of $2 was received from the disposal.

i RS2 ERRRER(E
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30 COMMITMENTS

At 29 February 2004, the total future minimum lease

payments under non-cancellable operating leases are payable

HZE200452 8290 I[FFE
(A TTHIR)
30 &L

A2004F2 A298 - HRIETARBREY
KEHEFBRENNREREMNK

as follows: RRABEAT
The Group The Company
rE AN
2004 2003 2004 2003
$'000 $'000 $'000 $'000
Tr T Fr Tt
Within 1 year 15K 36,747 44,257 4,080 7,200
After 1 year but within 1F1&EFA
5 years 27,922 57,245 3,570 7,650
64,669 101,502 7,650 14,850

31

110

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. Lease payments are usually adjusted

to reflect market rentals upon renegotiation of the terms of

the lease.

CONTINGENT LIABILITIES

(a)

At 29 February 2004, the Company has issued
guarantees to banks and financial creditors in respect
of general banking and other credit facilities extended
to certain subsidiaries of the Company amounting to
$248,427,000 (2003: $251,433,000).

As explained in note 5(a)(ii), as at 29 February 2004, tax
treatments adopted by the Group relating to certain
offshore income and agents commission payments and
promoter fees arising in prior years are being challenged
by the IRD. In the event that the Group is not successful
in defending these challenges, the Group may be
subject to significant additional tax liabilities and
possibly penalties.

31

AEBNKSHEHRRBIWE - &
LHERIOLE/E—FE=F I
BEREEEIMBRED  ERNM
BIEFHREFHREE - HEMNKER
FERNEREOGRREAR - LR
mHHEE

HEAE

(@) M2004%F2H29H @ AARFR
TRVBEEAG TED B R
A—MRBAREMERBER
B mRTT R EEEAELE
248,427,000 (20034 :
251,433,0007T) FOFELR ©

(b) IEZOFTEE 5(a)i) A EREE - 722004
F2H298 - REEFRNEFE
WETHFRARREAS S H
HEBHEERNNISEIE A
REBHERHER - MRAEES
ELETE B IR U R A
NEE K BEINERIEANERSE

BEFIETFN
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

32 PLEDGE OF ASSETS

(a)

(0)

At 29 February 2004, under the Restructuring Agreement
as disclosed in note 1(b)(i), debentures were executed
by the Group in favour of its bankers and financial
creditors charging, by way of fixed and floating
charges, all of the undertakings, properties and assets
of the Company and 17 of its subsidiaries as security
for, inter alia, all obligations and liabilities, actual or
contingent, from time to time owing by the Group to
the bankers and financial creditors. Rental revenue of
the Group is also charged in favour of the Group's
bankers.

At 29 February 2004, the Group pledged the capital
contribution to a subsidiary of the Group amounting to
US$235,000 and all the benefits accruing to the
pledged equity interest of 11.625% of the subsidiary to
the Group’s bankers and financial creditors as security
for, inter alia, all obligations and liabilities, actual or
contingent, from time to time owing by the Group to
the bankers and financial creditors.

At 29 February 2004, the Group pledged all rights,
titles and interests in 56.46% of the entire share capital
of IAC and TSL China and all benefits accruing to the
pledged equity interest to the Group’s bankers and
financial creditors as security for, inter alia, all obligations
and liabilities, actual or contingent, from time to time
owing by the Group to the bankers and financial
creditors.

B 85 R R Y RE

HZE2004F2 8290 IFFE
(A TTHIR)

32 EEEM

(a)

200442 A298 © RIEME
1(b)(i) Frillz BB HE + AEE
DA EREE - AARARIRE17
FME AR ZFTB XL - MER
& EBBETE RFEEMT TR
TR S ERAMERER - DE
BEPBEAEE TR RIRITR
MEEANREERSLHER
BEREFHERG - AEEZ2H
S ES TR T AR @ 2 4R -

200452 H29R - AEEITER
—HI B A F]H9235,000% T HE
BMERZMBATN11.625%
B IRAR AN R P 25T 80— D A
@R T ASERIT R BE
A AERERBREREET
R RIBIT RV GEEANAEE
BRetsk B aERERHERSD -

R2004%2F29H - AEEILH
A C AN 3t 3 BB R B 48 18 KRR A
56.46% EI—IHER] - BT HER
i REEIFR AR 25
B — R R T AN SR E B R 1T
LEIHBERAN - MEAEPBIE
RE BRI R RIT RIS EREA
BB ER KA B EREBH
EHRE -
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(Expressed in Hong Kong dollars)

33 CONNECTED AND RELATED PARTY
TRANSACTIONS

112

(a)

During the year ended 29 February 2004, two
subsidiaries of the Company, TSL Trading and BTSL sold
and consigned finished goods to Hua Long amounting
to $185,950,000 (2003: $51,442,000) and Rui Feng
amounting to $9,433,000 (2003: $Nil). During the year
ended 28 February 2003, TSL Trading and BTSL also
sold and consigned finished goods to Beijing Zhong
Shang Tse Sui Luen Economic and Trading Company
Limited (“Zhong Shang”) amounting to $126,650,000.
The transactions were carried out by way of cost-plus
pricing arrangement in the normal course of business

of the subsidiaries.

Hua Long, Rui Feng and Zhong Shang were licensees of
Tse Sui Luen Jewellery (China) Limited and distributed
the consigned finished goods to shop outlets operating
under the trade names of “Tse Sui Luen” in Mainland
China. There was no monetary consideration paid by
the licensees in respect of using the trademark licenses.

During the year ended 29 February 2004, TSL Trading
received commission, depending on the nature of the
products, amounting to $15,347,000 (2003:
$3,217,000), $1,117,000 (2003: $Nil) and $Nil (2003:
$5,252,000) from Hua Long, Rui Feng and Zhong
Shang for their respective confirmed purchases from
BTSL.

HZE200452 8290 I[FFE
(A TTHIR)

33 EERBHBALIRS

(a)

REZE2004F2 A29H IEFE
A ¢ AN R R E B A R i
BBk P2 28 RN b i B e o B iRl EE B
MmEEERTEHK M
185,950,0007C (20034 :
51,442,0007T) #19,433,0007T
(2003%F : ) - PNEE20034F2
F28RIEFER - i ik & 6
b 5 i B B 7 10 b R AR P A B
KEBERAR ([FR]) EERE
ERIAKAR126,650,0007T © FELLAT
RSB ARELE XK BRE
R AR S DK T (B R AT o

FERE  IE AP 1S A i Bk
BT (FER) ARARMNRARE
RERE  AaRIETERKMD
HEEDBE AN A IRE] R
BREHER - RARARERE
BAEABEMEASER

E o

REZE2004F2 A29 R IEFE
A AR B BEERE  ImIEAD
FrEERALRHIGBEENE
M PRRERMERE=ER
AJUEA £ 15,347,0007T (2003
£ :3,217,0007T) * 1,117,0007T
(20034 : #%) F1ZJT (20034 -
5,252,0007T) °
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For the year ended 29 February 2004
(Expressed in Hong Kong dollars)

33 CONNECTED AND RELATED PARTY
TRANSACTIONS (Continued)

(a) (Continued) (a) (&

During the year ended 29 February 2004, SH TSLCS
provided consultancy services to sale outlets of Hua
Long, Rui Feng and Zhong Shang in return for fees
amounting to $1,176,000 (2003: $889,000), $82,000
(2003: $Nil) and $Nil (2003: $1,069,000) respectively.
During the period up to 30 April 2003, the consultancy
services fees were charged at a progressive percentage
up to 5% of turnover of the relevant retail outlets if the
turnover of the retail outlets to which the consultancy
services are rendered exceed certain thresholds. From 1
May 2003 onwards, the consultancy services fees are
charged at 0.4% of turnover of all the retail outlets.

During the year ended 29 February 2004, Tse Sui Luen
Jewellery Consultancy Service Limited (“TSLICS”) and
BTSL paid Hua Long consultation fee amounting to
$729,000 (2003: $Nil) for Hua Long’s advice of public
relation matters to TSLICS and BTSL.

During the year ended 28 February 2003, TSLICS also
paid Zhong Shang consultation fees amounting to
$546,000 for Zhong Shang’s advice in respect of public
relation matters to TSLICS.

Hua Long, Rui Feng and Zhong Shang are companies
controlled by Mr. Qi Jian Hong (“Mr. Qi”) who is a
substantial shareholder and a director of the two
subsidiaries of the Company, IAC and TSL China, and is
also a director of a subsidiary of TSL China, BTSL. The
licensing, sales, consignment, commission and
consultancy service arrangements therefore constituted
connected transactions under the Listing Rules.

HZE2004F2 A29HIEFER -
EEInB RS AAR BN
MZEEE -~ ImlE & R RS SR (it
BERERDE 25 KkEWEHR
1,176,0007T (20034F : 889,000
JT) ~ 82,0007T (20034 : &) It
ZJT (20034 : 1,069,0007T) °
MREZE2003F4 30 1ERYHAR
A ERERANEETEERE
EBTZR5% HEET DU
B - M R RIS T & R 4
B SR N AR TEEEA A
SSEEREER - B2003F58 18
i BERERNATEEHE
E2M0.4% YEE °

HZE2004F2R29B LFER -
B EBEE RS ER AR
([Em B EE R AR A% ) BRAL TR AT 3
BB ERE MR S A R ATIREA A
HUAREBABR  REEE
#HEFA729,000T (20034 :
) -

EHZE2003F2 A28 IEFE
A i R R RIS B P R (R R%
AAIFTIRHHARBESED
HomMAPBRAEINERNER
546,0007T °

- InEFNREEHERT L
A ([BEAED 6] MBELED
AN EmENEA T ——IACH
AR ENEERRMNES
7 7% 7 B B R B — R B /28 2 A1k
R ES - Bk - RAHE
BEHER - €8 78  fAeM
FEM RIS B Ze BERE B E T AR BIE
EMRAERLS -
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33 CONNECTED AND RELATED PARTY
TRANSACTIONS (Continued)

114

(a)

(Continued)
The independent non-executive directors of the Company
have reviewed these connected transactions and

confirmed that such transactions were:

e entered into the ordinary and usual course of
business of the Group;

e conducted either on normal commercial terms or, if
there is no available comparison, on terms that are
fair and reasonable so far as the shareholders of
the Company are concerned;

e in accordance with the Licensing and Consignment
Terms (as defined in the circular dated November
2003), master supply agreement, comprehensive
services agreement, and other terms governing the
continuing connected transactions that are fair and
reasonable and in the interests of the shareholders
of the Company as a whole; and

e within the respective limits as set out in the circular
dated 6 November 2003.

As set out in note 1(b)(i), Partner Logistics acquired all
the rights, title and interests in the indebtedness due to
certain of the bank lenders of the Bank Borrowings by
the Group under the Restructuring Agreement
amounting to $195,731,000 and $14,000,000 on 11
February 2004 and 2 April 2004 respectively. Partner
Logistics is a company controlled by Mr. Tse Tat Fung,
Tommy, the substantial shareholder and a director of
the Company. At 29 February 2004, the outstanding
loans due to Partner Logistics amounting to
$195,731,000.

HZE200452 8290 I[FFE
(A TTHIR)

33 BERBEBALIRS @

(a)

6=
AARHBUIIFATEZCLE
BlELRIER S » WHERELR
SEETINER THETT

s EAKEM—RMAEERH
BRRPFETT

 RIEFBEERET  H(HER
Z [FIERZ 2 PAVELLB) 1R8N
ARBERMEBRAFHNE
B GRTETT

o RRAEIEERATEIRRK
(122003F 11 A6 HE L AR
EAE) « BEEGE &
RIS % - AR E AR E
SEMER SN ATENEE
AIETRETT » WAEEERE EFF
BANRRENES &

o R2003F11H6HZELRE
HRTE AR BN ELT

BMIZE1(b)(i) FT#L © Partner
Logistics/ 200442 A11 8
20044 A28 - D RllfE AR LR
TEFNE#ERITREA R
A8195,731,000 LM
14,000,0007T BI(E TS K FT A &
- BEERENER cPartner
Logistics/2 — B ZANA BIEARAR R
RESHEE S ERGINAT -
7200442 A298 - fEffPartner
LogisticsMAREREERE
195,731,0007T °
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33 CONNECTED AND RELATED PARTY
TRANSACTIONS (Continued)

HZE2004F2 8290 IFFE
(A TTHIR)

33 BENRBEBRALIRS @

() On 17 June 2002, the Group entered into conditional () M2002%F6H178  AEEFE

agreements with the preference shareholder, the China
Retail Fund, LDC (“"CRF"), for redemption of the
preference shares, which among other things, include
an issue of shares by two subsidiaries of the Company,
IAC and TSL China, to CRF and Best Accurate
International Limited (“Best Accurate”). The agreements
also provided that a shareholder’s loan agreement be
entered into between IAC and a wholly-owned subsidiary
of the Company, TSLJ. The details of the transactions
have been set out in the circular to shareholders dated
8 August 2002.

Best Accurate owned 22.5% of the issued share capital
of IAC and TSL China before the transaction. CRF and
Best Accurate respectively own 24% and 19.54% of
the two subsidiaries after the transaction. CRF and Best
Accurate are the substantial shareholders of the two
subsidiaries. Best Accurate is wholly-owned by Mr. Qi
who is also a director of IAC, TSL China and a
subsidiary of TSL China, BTSL. The issue of shares and
the shareholder loan agreement, therefore, constitute
connected transactions as defined by the Listing Rules.
The transactions were approved by the shareholders
and completed on 31 August 2002.

5148 45 AR BB SE R )45 B A AR
R RES ([CRF])ERK B 1K1
e - HPBREEARR M E
MEBAT —— IACK Bt
BT T CREFEER R BRR
AR (MEE]) - S5 - B Ett
& IACEARRINZENEA
AR R E i 5] — D R E
AR - BARZHFIEEER
200258 A8 HHIAR R IMEN A o

TERZ ZHETTRI + (AR AIACHIZN
IBAR B EY22.5% B BT -
ER 55 % » CREFIEER| S
R % B A E1/24% AN
19.54% MRAHEz © MAK M
BB AR EZRE - ARE
EHBEEEL2EHRE  MBLE
thRIAC ~ HiTmR B R Ak
B —EfEARMNES - BRG
BAINMRRER ) K T
RAFMERNEAER S o BER
SEESIRRELLE - WH2002F
8A31H5ER °
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