NOTES ON THE FINANCIAL STATEMENTS
B 5 ok Y AE

(Expressed in Hong Kong dollars)

(LOBHATE)

1 Significant accounting policies

(a)

(b)

(c)

Statement of compliance

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

Basis of preparation of the financial statements
The measurement basis used in the preparation of the financial
statements is historical cost.

Subsidiaries

A subsidiary, in accordance with the Hong Kong Companies
Ordinance, is a company in which the Group, directly or
indirectly, holds more than half of the issued share capital, or
controls more than half the voting power, or controls the
composition of the board of directors.

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.

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 consolidated income statement.
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NOTES ON THE FINANCIAL STATEMENTS

5

(Expressed in Hong Kong dollars)

% gk B

(LOBHATE)

1 Significant accounting policies (continued)

(c)

(d)

(e)

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(g)).

Associates

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

An investment in an associate is accounted for in the
consolidated financial statements under the equity method and
is initially recorded at cost and adjusted thereafter for the post
acquisition change in the Group’s share of the associate’s net
assets. The consolidated income statement reflects the Group’s
share of the post-acquisition results of the associate for the year.
Unrealised profits and losses resulting from transactions
between the Group and its associate are eliminated to the extent
of the Group’s interest in the associate.

Fixed assets and depreciation

(i) Land and buildings are stated in the balance sheets at cost
less accumulated depreciation and impairment losses (see
note 1(g)). Except for certain land which has been fully
amortised in previous years, leasehold land is amortised in
equal annual instalments over the remaining term of the
lease, including the renewal period. The cost of buildings
and improvements thereto are depreciated on a straight-line
basis over their estimated useful lives, at annual rates of
between 4% and 5%.
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1 Significant accounting policies (continued)

(e) Fixed assets and depreciation (continued)

U]

(ii) Other fixed assets are stated in the balance sheets at cost
less accumulated depreciation and impairment losses (see
note 1(g)). Depreciation is calculated to write off the cost of
other fixed assets on a straight-line basis over their
estimated useful lives at the following annual rates:

Factory machinery and equipment 6 -25%
Fixtures, furniture and office equipment 9-33%
Motor vehicles 18 - 25%

(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 Group. All other
subsequent expenditure is recognised as an expense in the
period in which it is incurred.

(iv) Gains or losses arising from the retirement or disposal of a
fixed asset are determined as the difference between the
estimated net disposal proceeds and the carrying amount of
the asset and are recognised in the income statement on the
date of retirement or disposal.

Leased assets

Leases of assets under which the lessee assumes substantially
all the risks and benefits of ownership are classified as finance
leases. Leases of assets under which the lessor has not
transferred all the risks and benefits of ownership are classified
as operating leases.
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NOTES ON THE FINANCIAL STATEMENTS
o

(Expressed in Hong Kong dollars)

(LOBHATE)

1 Significant accounting policies (continued)

U]

(2)

Leased assets (continued)

(i) Assets acquired under finance leases
Where the Group acquires the use of assets under finance
leases, the amounts representing the fair value of the leased
assets, or, if lower, the present value of the minimum lease
payments, of such assets are included in fixed assets and
the corresponding liabilities, net of finance charges, are
recorded as obligations under finance leases. Depreciation is
provided at rates which write off the cost of the assets in
equal annual amounts over the term of the relevant leases
or, where it is likely the Group will obtain ownership of the
assets, the lives of the assets. Impairment losses are
accounted for in accordance with the accounting policy as
set out in note 1(g). Finance charges implicit in the lease
payments are charged to the income statement over the
period of the leases so as to produce an approximately
constant periodic rate of charge on the remaining balance of
the obligations for each accounting period.

(ii) Operating lease charges
Where the Group has the use of assets under operating
leases, payments made under the leases are charged to the
income statement in equal instalments over the accounting
periods covered by the lease term.

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:

e fixed assets; and

e interest in subsidiaries.

If any such indication exists, the asset recoverable amount is
estimated. An impairment loss is recognised whenever the
carrying amount of an asset exceeds its recoverable amount.
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1 Significant accounting policies (continued)

(g) Impairment of assets (continued)

(i)

(if)

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
flows 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

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine the
recoverable amount. A reversal of impairment losses is
limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognised in prior
years. Reversals of impairment losses are credited to the
income statement in the year in which the reversals are
recognised.

(h) Inventories

Inventories are stated at the lower of cost and net realisable

value.

Cost is calculated using the first-in, first-out method and

comprises all costs of purchase, costs of conversion and other

costs incurred in bringing the inventories to their present

location and condition.

Net realisable value is the estimated selling price in the ordinary

course of business less the estimated costs of completion and

the estimated costs necessary to make the sale.
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NOTES ON THE FINANCIAL STATEMENTS
o

(Expressed in Hong Kong dollars)

(LOBHATE)

1 Significant accounting policies (continued)

(h) Inventories (continued)

(i)

(0)]

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

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand,
demand deposits with banks, 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.

Provisions and contingent liabilities

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

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the
probability of outflow 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.

1

=

FTESFEE(B)

(h) 78

(i)

(0)]

(ﬁ)

HERFER - EREERA BRAER
Wﬁmﬁﬁi TfZT“ﬁ@@ZE@
BERFEZMABEINBELERZ
BAEMNFERRFAX - WirE 2 A 2351 F
EENSERERREFESE - AlREm
IR EAAS B A (R ER AR

RERBEELEERR
Re kB LESEEE RERITEFRER
RE  FR|ITZBAFREHm SR
PIEZIRE - WWFRE A B B MM
HMREMER2IRE - BARARZE
ERBREERTA - MARETEA B LG
=@EAR - 5EEATEEKIE¢1EL%&EE§$
SEHR S ERAEKE D 2 RITEINTIME
RengrPzHERREEEHIER o

BERIEEE
HEAEBARE BEZ EMFIEERRK
HERME  METZEEEREHRZEE
B 2 BIRING W RIEH AT S22 1
it EERZSEREENE < B E R
o 11 REBRFEEEEA - ARER
BITEEMRFREIRZIETIZEME -

T 5 2 78 4 P s 2 BRI 2 FI BE MR
1 - Y%ﬂ&i{fﬁﬁﬁ%@ﬁf’ﬁtﬂ—f £ fh
i EeRZEIREAREARE AR
WERREIRING 2 AT BE MEAR(E BIBR AN © 78
BIRERHERAKEHREEET AL
ERERAZEESE  TeRERNE
B BEROEHEERINEZ A ERE
BIIERSN



1 Significant accounting policies (continued)

(k) Revenue recognition

U]

Provided it is probable that the economic benefits will flow to

the Group and the revenue and costs, if applicable, can be

measured reliably, revenue is recognised in the income

statement as follows:

(i)

(if)

Sales of goods

Revenue arising from sales of goods is recognised on delivery
of goods to customers which is taken to be the point in time
when the customer has accepted the goods and the related
risks and rewards of ownership. Revenue excludes value
added or other sales taxes and is after deduction of returns.

Interest income

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

(iii) Dividends

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

Income tax

(i)

(ii)

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

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

1 ETESHBERE)

(k) B ARERR

(1

WAR SR EREENZE A ERAARE
B3 e ] SERTE AR AR (QRE ) 2
R - HER T EEERRTRRATE

= .
P -

(i) EYZHE
EMZHERAREDEREF BIE
FEMEY R EAEZRRRRNE
) B RERR o WA BB ER K EA
HERILMREIY 2 G1E

(ii) FLEHA
RITIF R FES A BIMARER H &7
2 NS 3E AR R AR ) iL A%
E@E/IL\ °©

(iii) B 8
KB EMIRE 2B SWATIRAR
W ER A B 2 B N T FE B R AR ©

frie

(i) FRMSHEEARHIENRERIE
BEMB B EE) - NEHIEKET
MREERB B EBHNBRERT
R - BRTERERRIR R ERL
IHE - BB REREENRER o

(i) AHFHBRZFRERBRURANGEE
HEARSBERERZMETEZTE
HAFEIFRIE - IIAEFEREMABIEZ
EAAIFAE -

L LES

G MEREBARLDE 2003/04 Annual Report —ZZ =

Vitasoy International Holdings Ltd.

73



NOTES ON THE FINANCIAL STATEMENTS
o

(Expressed in Hong Kong dollars) (BB E)

1 Significant accounting policies (continued) 1 EESTEE(B)

(I) Income tax (continued) (N FrE®t (&)

(iii) Deferred tax assets and liabilities arise from deductible and (i) IREF IR & = R B B Bl A &

74

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.

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.

(iv) Current tax balances and deferred tax balances, and

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

e in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a net
basis, or to realise the asset and settle the liability
simultaneously; or
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1 Significant accounting policies (continued)

(I) Income tax (continued)

(iv) (continued)

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

e the same taxable entity; or

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

(m) Employee benefits

(i)

(ii)

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.

Contributions to defined contribution retirement plans,
including the mandatory provident fund as required under
the Hong Kong Mandatory Provident Fund Schemes
Ordinance, are recognised as an expense in the income
statement as incurred, except to the extent that they are
included in the cost of inventories not yet recognised as an
expense.

(iii) The Group’s net obligation in respect of a defined benefit

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

TESFHEE(B)

() FrBH (&)
(iv) (&)

s BEREHBAEENAEMS @ EL
BENMABMARR KL
AT E R —IAW 2 S AR

s F—EMER: %L

s TRZEHER - SLEE
S EFERARBRLERIAAE
FRBETGRIERIAEER A
Yol 2 BEARREIE - #2058
ERBRARRBEEMBE
AHHBARE  NERREE
ZREBEAE

(m) & B 18 Al
(i) BN - SFAIEAL - BHFR - KRR

AEEIFSERA 2 RAINAEH
BERMERRG 2 FRERE - WA
TR AER R E I MELE AR
FE  BRREREREK -

SUEHFERNET B (BREEBRHIER
BB BIGRAIFTRE 2 RFIERTESR)
ZEBRTINEAR S B EBE
HRTHER - HEEIIARRERSX
M2 FERARZ FORAINELR -

(iii) ANERE B S E R ARG BIFAIE 2

BIFE - HEBAHERRNAHE
R AFE B ASRAH AR 75 P BRER 2 AR 2R
MEEREMAE - EEERERZA
MEnZ8 T PAYTRE - WHBRAERFHEE
EZAVEE - X RBEARE
7 (BIHA B A E R 1TE (£ 2 iR
MREER 2 KamX - HETERE
BB E MR AR B E B
e

L LES

G MEREBARLDE 2003/04 Annual Report —ZZ =

Vitasoy International Holdings Ltd.

75



76

NOTES ON THE FINANCIAL STATEMENTS
o

(Expressed in Hong Kong dollars)

(LOBHATE)

1 Significant accounting policies (continued)

(m) Employee benefits (continued)

(iii) (continued)

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

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

(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; that benefit is discounted to determine the
present value and reduced by entitlements accrued under
the Group’s retirement plans that are attributable to
contributions made by the Group. The discount rate is the
yield at the balance sheet date on high quality corporate
bonds that have maturity dates approximating the terms of
the Group’s obligation. The obligation is calculated using the
projected unit credit method by a qualified actuary.

When the Group grants employees options to acquire shares
of the Company, 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.
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1 Significant accounting policies (continued)

(n)

(o)

(p)

Borrowing costs

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

Translation of foreign currencies

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

The results of foreign subsidiaries 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 subsidiary, the cumulative amount of
the exchange differences which relate to that foreign subsidiary
is included in the calculation of the profit or loss on disposal.

Related parties

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

1

FTESHE

(n)

(o)

(p)

mi+

BEEA

BREEMERE 2R EmBRAE
REBA AIARARERAGREEZEE
ZIEERATUEARIN - BEERAE
EAZHBAERSERRINESH °

ShsmE
FREAZINER LR 5 E A ZEXEBE

RBTL o MONESHE 2 SR EE R ARR
BEBZERBERETT o ERXBERA
B TEE

BN B R R 2 B TR F N2 I E R
BESET  MEERFBREARNRGE
BZERBE BT AttMELEZER
ERBAEL FETRE

EREEIRIEYNCIE 5%5&3%57\\

mﬁ%
BAR .z RIEE R =B MAGE

N

S o

o

B

=
=}

BMEAL

MAMBHREME - WAEEERENEE
ARSI S— AT - KBS — AL
%5 Z‘“%B&ﬁf’ﬁﬁjiﬁwa(iﬂ AL
REEA Futirfiae AR EE
BE—ATXR— T%'JYH BATE -
IS A TR RN B GRS - S
AT A AER AL E M AR

HEE)
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NOTES ON THE FINANCIAL STATEMENTS
o

(Expressed in Hong Kong dollars) (BB E)

1 Significant accounting policies (continued) 1 SETBHE (B)

78

(q) Segment reporting
A segment is a distinguishable component of the Group that is
engaged 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.

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

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

Unallocated items mainly comprise financial and corporate
assets, bank loans, corporate and financing expenses.

2 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 1st April, 2003, in order
to comply with SSAP 12 (revised) “Income taxes” issued by the
HKSA, the Group adopted a new policy for deferred tax as set out in
note 1(l). The effect of this change in accounting policy is not
material to the Group’s profit and net assets for both the current and
prior years, therefore the opening balances of retained profits and
the comparative information have not been restated.

(q) 2 EBHE
DETIIEARE BN ELBERE (lE 5
) M EREERIRBZAIEDED - M
% A] [ 53 F5 00 P TED 39 2 R B % [ g B L
DEBBFIE °

DEMA - i EE - BERABERRE
DEEEEE 2 IHB AR RE SR T %
DERZIEE - PN - DEEE R BT
B MRS M EIEEE ° DRBRA - X
- BENMBETR MEB R AR M
SEAARZEREHBE —BEH
RIEETE @ N EZ S SEARBSREALRS
TIHE =2 # 2 REMBZETARIN - o
B E B IR B AT b SR BIN AL RTSZ
ZBLMEFRMEESE -

N

A

DEBEAT N RFAELENRERSS®
Ri@d—F2 o EE (BREEV LETE
BE) Z XA HERR ©

ANECRB T 2ERUEIEEEE - R
TER  CERRMEER -

ERTBEEH

RBEFE AKX 2 g5t MG EE

TEZFMBERREMELEZRIATE © A
BEAHBEERRAE  WREZFABHR
AR RAS ARG AT BE IR - IR R - IR
ERBEEEA R EEZEEZEBENENE

T TR - A-TT=FNA—HE &
HEBEGAMASHRMZ SAEBENE
1257 (RMER]) [FrSH] - AEBEBELTH AR
W ZFNERTRRENMIEEL() - ARNERE
R HANFERIAEFEAREE 257
FEEZEEY  BORBEIIFONRE GAE
AN LA RS o



Interest income
Service fee
Rental income

Sundry income

2004

$'000 Tt
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(a) Finance costs:

Interest on bank loans
Finance charges on obligations
under finance leases

Staff costs:

Contributions to defined
contribution retirement plans
Defined benefit retirement
plans expenses
— retirement gratuities
(note 25(c)(ii))
— long service payments
(note 25(d)(ii))

Retirement costs

Salaries, wages and other benefits

Other items:

Cost of inventories

Depreciation

— assets held for use under
operating leases

— assets held for use under
finance leases

— other assets

Auditors’ remuneration

Operating lease charges

— hire of plant, machinery and
equipment

— rental of premises

Loss/(gain) on disposal of

fixed assets

(@) BAERIA :

RITERZFE
BMEHEEFZ
MEER

BIMA :

REBRFEARTEZ

R

RERMBEARETEIZ

&

— BRE
(FEE25(c)(ii))

-~ RERES
(FtEE25(d)(ii))

RIREAR
- TERHEMER

(c) HthEAE :

TFERA

e

— R EHERE
ERZEE

—RERERERE
ERZEE

—HibEE

EEDE 2

KEHEER

— AR - #aER
&

i /Eitkn

HERTEEZ
&8, (A7)

2004
$'000 Tt

3,601

239

4,097

219

19,367
408,981

19,541
409,044

428,348

428,585

1,073,560

2,542
976

108,646
2,420

1,879
27,148

1,156

1,066,827

2,892
823

106,882
2,244

5,594
22,075

(126)




6 Restructuring cost

This represented additional severance payments made during the
year ended 31st March, 2003 in relation to the restructuring of one

of the Company’s subsidiaries, Vitasoy USA Inc. in December 2001,

whereby its operations in the East Coast and West Coast were
integrated into one.

Compensation for traffic accident

In 2002, three death lawsuits and several injury claims were filed
against Vitasoy USA Inc. in relation to a traffic accident occurred in
2000. At 31st March, 2003, the Group had established a provision
of $2,342,000 for three unsettled injury claims, representing a
provision of $781,000 made during the year ended 31st March,
2003 and a provision of $1,561,000 brought forward from 2002.

During the year, two of the three injury claims were settled and the
provision for claims amounting to $101,000 was utilised. An
overprovision for these two injury claims of $1,464,000 was written
back to the income statement accordingly. At 31st March, 2004, a
provision of $777,000 was maintained for the remaining injury
claim.

Profit on disposal of an associate

The equity interest in an associate was sold in August 2002 for a
consideration of $14,000,000, giving rise to a gain on disposal of
$2,484,000 recognised during the year ended 31st March, 2003.

EARE

ZREREREARRAEF KB A A
Vitasoy USA Inc. REZ—ZEZ=F=A=1+

)

—BIEFESHZBINEHNE - NEBNR=T
T—F+-AB%A Tﬁi% AFEZEBE=

o

RBEIIZEES

R=ZTZE =4 » Vitasoy USA Inc. ¥ =R
THARSZRZERE J:ﬂ,%ffﬁﬁib’(‘f%@?\

TERE —RRBEINE - R=ZTT=F

=A=+—H ' "EEER=FRBERER
12,342,000t #fE - BREREBE_ZST=F
= A=T—HIEFEELHEE781,0007T
UKk BE ZTT —FEEMNAEL,561,0007T °

FR - ZRZERETFEFRRS MBS -

RIERBHAL01,000LE THA - MZAR

RIERE 2 HBERA],464,0007T 2 AR
aﬁﬁiﬁzi‘%ﬂq = 7I7_f|¢ A= + B -

HEBE QAT 2mEF

REBRBE A RHERAEREN ST =
& J\ALA14,000,000cRBEHE  #ERER5
wA2,484,0007T  WHREIE—ZZT=F=H
=T —HILFEERARK -
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Current tax - Provision for
Hong Kong Profits Tax

Tax for the year

(Over)-provision in respect of
prior years

Current tax — Overseas

Tax for the year

Under-provision in respect of
prior years

Deferred tax

Origination and reversal of
temporary differences

Effect of increase in tax rate
in March 2003 on
deferred tax balances

Share of associate’s taxation

TEBE-FE
FEviE
FRBIA
EFE 2 HBE
BB

REBIE - o
FRBIA
NEFE 2 BE
T

IR

R E KR
HRER

RZZET=F=A
ERE LA
IR TE 2 f 2

2004
$'000 Tt

36,943

(1,432)

(1,662)

(1,662)



Profit from ordinary activities
before taxation

Notional tax on profit from ordinary
activities before taxation, calculated
at the rates applicable to profits in
the countries concerned

Tax effect of non-deductible expenses

Tax effect of non-taxable revenue

Tax effect of unused tax losses not
recognised

Effect on deferred tax balances
resulting from an increase in tax
rate in March 2003

(Over)-provision in prior years

Actual tax expense

REEEFRBZ
B DL AT A

REHEBEREAN
MEHBREL

R A A1 A
hE 2 FE
TAMFRE 2 B = 2
IERHMAZ R E
REERT B ER
2B e
N-EE=F=#

BB A ERERE
B E

AL E R TE R R

ERBBEX M

2004
$'000 Tt

145,527 165,952

15,706
2,534
(4,881)

23,052

(1,392)

35,019




NOTES ON THE FINANCIAL STATEMENTS
ot R AR T A

(Expressed in Hong Kong dollars) (L4 &85 )

10 Directors’ remuneration

WEEHS

84

Directors’ remuneration disclosed pursuant to section 161 of the
Hong Kong Companies Ordinance is as follows:

RIBEEE A REHIE 16 L IEHRE 2 ESH e
T

2004
$'000 Tt

Fees e
Other emoluments Hibi &
Basic salaries, housing allowances, other
allowances and benefits in kind

Contributions to retirement plans RIRETEIEE R

— initial contributions — HHAAER

— normal contributions — 8 AH®R

Performance related and RFRBBEREIIE
discretionary bonuses B2 TEAT

EX#He FEFER -
HAh 28 & BYEf

1,277 1,278
11,551 9,605
- 3,050

526 497
4,357 3,978
17,711 18,408

Included in the Directors’ remuneration are fees of $551,000
(2003: $542,000) paid to the Independent Non-executive Directors
during the year.

In addition to the above emoluments, certain Directors were granted
share options under the Company’s share option scheme. In the

absence of a ready market for the options granted, the Directors are
unable to arrive at a reliable assessment of the value of the options
granted to the respective Directors until the date they are exercised.

Included in basic salaries, housing allowances, other allowances and
benefits in kind are realised gains on exercise of share options
amounting to $2,982,000 (2003: $940,000).

Details of the share options granted to the Directors are disclosed
under the paragraph “Share option schemes” in the Report of the
Directors and note 26.

EEMERRAFEAXNTEIFNTES
Z#1%551,0007C (ZEZ =4 : 542,000
) ©

B R ES - B TERRBAR R 2 BRE
FHEIER B o AT 2 BB A IR
Bz Rt E ERREETE 2 B AT
EEMRA AR T ENESZBREZ
E=

EAFE - BERR - 2R REYRENE
BT R AR R M 23R 2 W#:2,982,0007T (&
TZ =4 : 940,0007T) °

BRTEE BREABEERESEREEN
[RS8 — B P 5E26 o



10 Directors’ remuneration (continued)

The Directors’ remuneration is within the following bands:

10EEME (B)

BN FATAR

$0 to $1,000,000

$1,500,001 to $2,000,000
$2,500,001 to $3,000,000
$3,000,001 to $3,500,000
$5,000,001 to $5,500,000
$6,500,001 to $7,000,000
$7,500,001 to $8,000,000

07c%1,000,0007T

1,500,0017t%2,000,0007T
2,500,001t %3,000,0007T
3,000,0017c£3,500,0007T
5,000,001t %5,500,0007T
6,500,0017t%27,000,0007T
7,500,001 %8,000,0007T

2004
Number A

6

N =

11 Individuals with highest emoluments 1MEEMEsAL

Of the five individuals with the highest emoluments, three (2003:
four) are Directors whose emoluments are disclosed in note 10. The

EREZEEMEALH =2 (CET=F:
WE) BESE  BHEZHMERHFELI0FRHE -

aggregate of the emoluments in respect of the five individuals with ZhameWe AL (BREES) 2o smn

the highest emoluments (including the Directors) is as follows:

T

2004
$'000 F 7t
Fees ik 321
Other emoluments Hibi <
Basic salaries, housing allowances, EXF¢ - BEEAM -
other allowances and HA)ERE R
benefits in kind EWEH 14,634
Contributions to retirement plans RIRET AR
— initial contributions —BHHRK =
— normal contributions —FAHK 534
Performance related and BRIBEHEEE
discretionary bonuses B2 AT 4,745
20,234

Included in basic salaries, housing allowances, other allowances and

benefits in kind are realised gains on exercise of share options
amounting to $3,483,000 (2003: $1,263,000).

EAXE S - BEEN - EMEMREDENE
FEA T BE AR AE 1 43R 2 U %£3,483,0007T (=

TZ =% :1,263,0007T) °

S BMEE R
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$2,500,001 to $3,000,000
$3,000,001 to $3,500,000
$5,000,001 to $5,500,000

$6,500,001 to $7,000,000
$7,500,001 to $8,000,000

Amount of consolidated profit
attributable to shareholders
dealt with in the Company’s
financial statements

Dividends from subsidiaries
attributable to the profits
of the previous year

Company'’s profit for the year
(note 29(b))

2,500,0017c%3,000,0007T
3,000,0017c%3,500,0007T
5,000,0017t%5,500,0007T
6,500,0017c%27,000,0007T
7,500,0017c%8,000,0007T

BEIARRA]
IRz
BERIENS
oN=pigil

M@ AR L —@E
B R R
Z BB

RNRAF 2 NEEHF
(Ft3E29 (b))

2004
Number A

2004
$'000 Tt

107,591

115,400

110,828

110,828




13 Dividends

(a) Dividends attributable to the year

13KRE

(@) mFERE

Interim dividend declared and paid
of 2.8 cents per share (2003:
2.8 cents per share) (note 29)
Final dividend proposed after the
balance sheet date of 5.7 cents
per share (2003: 5.7 cents per share)
Special dividend proposed after the
balance sheet date of 5.0 cents

2004
$'000 Tt

EEIRKE A RS

BR2.8(1I(ZFE=

HaR2.81l) (MHFE29) 27,581 27,275
REE BEEIRRARS

BRE.7II(ZEE=5:

5. 74L) 56,369 56,100
REE BEERERIRS

BR5.0MI(—EE=4:

per share (2003: 5.0 cents per share) =FH5.010) 49,447 49,211
133,397 132,586
The final and special dividends proposed after the balance sheet date REEE B IR ¥R 2 R AR BI AR B30 T
have not been recognised as liabilities at the balance sheet date. RRREERZAE -
(b) Dividends attributable to the previous year, approved and paid b) REFERHERZIFAZLFERE

during the year

previous year, approved

and paid during the year,

of 5.7 cents per share
(2003: 5.1 cents per share)
(note 29)

previous year, approved
and paid during the year,
of 5.0 cents per share
(2003: Nil cents per share)
(note 29)

2004
$'000 Tt

Final dividend in respect of the RARFEROER

Xtz EFE

REARR B

AR5 710

(ZTZT=F : §R5.11)

(MiFE29) 56,100 49,679

Special dividend in respect of the RARFEROER

Sz EFE

RIS

FA%5.01L

(ZZZ=F: §RZW)

(Ff7E29) 49,211 -

105,311 49,679

SEREFR
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NOTES ON THE FINANCIAL STATEMENTS
R

I

(Expressed in Hong Kong dollars) — (LIEEE)

14 Earnings per share 14 BREF

(a) Basic earnings per share (a) BREFXZEA
The calculation of basic earnings per share is based on the profit BAGEARE T THAR IR A R (55
attributable to shareholders of $116,025,000 (2003: 116,025,000t (ZZEZ =4 :
$139,378,000) and the weighted average number of 139,378,00070) R AFEAD BEITE R
983,839,000 ordinary shares (2003: 974,236,000 ordinary % 2 AnEF 1 I £983,839,000% (==
shares) in issue during the year. T=4F : 974,236,0000% L@ 5+ E -

(b) Diluted earnings per share (b) EREBFERA
The calculation of diluted earnings per share is based on the SIESE AT TR R A R (5 F
profit attributable to shareholders of $116,025,000 (2003: 116,025,000t (ZZZ =4 :
$139,378,000) and the weighted average number of 139,378,0007t) kshFiE BT HEER
991,510,000 ordinary shares (2003: 980,266,000 ordinary Fl 2 EimA% 2 R B IE L AR % 2 L@k
shares) after adjusting for the effects of all dilutive potential % #5991,510,0008% (ZEE=
ordinary shares. F : 980,266,000/% L i@AR) 514

(c) Reconciliation (c) ¥R

2004
Number of
shares

R
'000
T

Weighted average number of ordinary ~ FRAGHEFIER

shares used in calculating basic BF| 2 Eimik

earnings per share DnEF AR EL 983,839 974,236
Deemed issue of ordinary shares for 1R 2% PRI B AR A LA

no consideration arising from TERAE TS

share options BT EBR 7,671 6,030

Weighted average number of ordinary ~ FRUAGHE S HEEE
shares used in calculating diluted ARz Eimik
earnings per share DnEF RS 991,510 980,266




15 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 in
line with the Group’s internal management information reporting
system.

No business segment analysis of the Group is presented as all the
Group's turnover and trading result are generated from the
manufacture and sale of food and beverages.

15 78| E

AEERTIHAREZ WEABLHE © RAE
FEE A B2 B2 AHTERAAREZ N
ERARSREN - SULEREA RS
PIBZHAR -

I B R R R
BHEERREMRG  MER2EBHTIZE
# o

Australia and AR
Hong Kong &7 North America 3£ Mainland China B K New Zealand $77RM Unallocated KA E2EE Consolidated 25
2004 2004 2004
$000 ¥t $000 T $000 T

Revenue from external RENER

customers ZHA 1,219,888 1,198,715 441,602 466,123 499,299 486,617 108,633 76,772 - - 2,269,422 2,228,227
Other revenue HARA 6,646 7,497 248 - 6,290 320 - 1,992 6,824 7,375 20,008 17,184
Total revenue ELON 1,226,534 1,206,212 441,850 466,123 505,589 486,937 108,633 78,764 6,824 7,375 2,289,430 2,245,411
Segment result PBEE 186,974 189,282 (44,305 (35,401) 45,871 56,081 495 591 189,035 210,553
Unallocated operating income KA BALEMA

and expenses LER (36,551) (35,201)
Profit from operations fe] 152,484 175352
Finance costs BERA (8,421) (9,617)
Restructuring cost EXi7S - - - (1,213) - - - - - (1,213)
Compensation for TREN

traffic accident e - - 1,464 (781) - - - - 1,464 (781)
Profit on disposal of HEBER)

an associate iR - 2,484 - - - - - - - 2,484
Share of loss of ElEBER

an associate BB - (273) - - - - - - - (273)
Income tax FiEH (35,019) (27,760)
Minority interests LUBRER 5,517 1,186
Profit attributable to Rl

shareholders bt 116,025 139,378
Depreciation for the year TEENE 50,735 50,469 21,018 21,208 30,036 30,631 10,375 8,289 112,164 110,597
Segment assets AHEE 623,648 610,431 274,637 297,454 348,504 367,139 175,041 146,205 1,421,830 1,421,229
Unallocated assets FORZEAE 378,787 373,128
Total assets g 1,800,617 1,794,357
Segment liabilities HHaE 136,087 132,263 55,630 55,454 91,897 98,001 11,417 9,206 295,031 294,924
Unallocated liabilities FORZEE 214266 208,422
Total liabilities Rk 509,297 503,346
Capital expenditure incurred REEEEY

during the year AR 35213 23,542 10,802 18,422 19,930 4,098 527 1,364 66,472 47,426

S ENFFR

=t 2
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Hong Kong
North America
Mainland China

Australia and New Zealand

Others

Cost:

At Tst April, 2003
Exchange adjustments
Additions

Disposals

At 31st March, 2004
Accumulated depreciation:

At Tst April, 2003
Exchange adjustments
Charge for the year
Written back on disposal
At 31st March, 2004
Net book value:

At 31st March, 2004

At 31st March, 2003

)
=M

SETNE
LYAISEATE
H i@

ERAE

HE

k3
R-ZZMEZA=+—H

FithE -

=
B
AERIE
HERED

RZZEME=A=1-R
REFE

RZZEME=A=1-R
RZZE=F=f=1-8

559,751
16,017
1,809
(37)

577,540

122,622

611

19,434
(33)

142,634

434,906

437,129

890,278
16,124
46,408
(7,689)

945,121

498,976

3,129

71,172
(6,482)

573,395

371,726

391,302

2004
$'000 Tt

1,446,038
495,662
147,782
115,495

64,445

2,269,422

126,004
214
14,456
(8,259)

132,415

212
12,772
(7,877)

1,417,389
517,768
143,955

83,495
65,620

2,228,227

1,636,764
32,352
66,472
(19,927)

1,715,661

771,311
3,951

112,164

(18,153)

869,273

846,388

865,453




Cost:

At st April, 2003
Additions
Disposals

At 31st March, 2004

Accumulated depreciation:

At st April, 2003
Charge for the year
Written back on disposal

At 31st March, 2004

Net book value:

At 31st March, 2004

At 31st March, 2003

WEEMFE=A=+-H
RitTE
R-ZE=£#MA-A
TEENE

HEREED
WEEMFE=A=+-H
REFE
WEEMFE=A=+-H

R-FE=FZA=1-A

164,471

164,471

110,399

117,154

325,327
14,995
(2,284)

338,038

251,557
24,174
(2,208)

273,523

48,321
3,276
(2,079)

601,919
22,182
(8,463)

616,238

396,753
38,408
(8,313)

426,848

189,390

205,166
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NOTES ON THE FINANCIAL STATEMENTS

ot AR T

(Expressed in Hong Kong dollars)

A

(LOBHATE)

16 Fixed assets (continued)

(c)

16 BEEE (&)

The analysis of cost of land is as follows: (c) LHHAEABEZAHMT :
The Group <58 The Company X2 7]
2004 2004
$’000 Tt $’000 Tt
In Hong Kong TEH
— medium-term lease — R EBFR A 185,045 185,045 77,014 77,014
Outside Hong Kong BB AN R
— freehold —IKAEERE 8,762 8,283 - -
— medium-term lease — R EBFRA 6,482 6,483 = -
— short-term lease —REEEY 1,385 1,385 = -
201,674 201,196 77,014 77,014

(d) The Group leases factory machinery and equipment under

(e)

finance leases expiring from three to five years. At the end of the
lease term the Group has the option to purchase the factory
machinery and equipment at a price deemed to be a bargain
purchase option. None of the leases includes contingent rentals.
The net book value of the factory machinery and equipment held
under finance leases of the Group at 31st March, 2004 was
$19,343,000 (2003: $5,559,000).

The Group and the Company leases out fixed assets under
operating leases. The leases run for an initial period of three
years, with an option to renew the lease after that date at which
time all terms are renegotiated. The leases do not include
contingent rentals.

The gross carrying amount of fixed assets of the Group and the
Company held for use in operating leases at 31st March, 2004
was $22,698,000 (2003: $22,698,000) and the related
accumulated depreciation charge was $11,240,000 (2003:
$8,698,000).

(d) AEERBER=20FAIBMzHERE

(e)

TR TS KR E - REE AR
REBEGEEENEEERBEZST TR
e KR - MEAEYEBELAHE
& o REAEEREHERH 2 TRKS
RBHER _EZENF=A=+—HZKRE
H{E7319,343,0007T (ZEZT =4 :
5,559,0007T) °

ARERARRNELHERHEEE

EoREHE—RVFRM=F YAA
REREIHREED  ERPTE GRS
AEHEE c SRKEHEYERBIENE

R-BETME=F=+—H ' KEARAK
REBBEEREREER 2 B EER
H#{E4522,698,0007T (T BT =4 :
22,698,0007T) * ARz BFHiTERER
11,240,0007c (ZZZ =4 : 8,698,000
JT) °



16 Fixed assets (continued)

(e) (continued)
The Group’s and the Company’s total future minimum lease
payments under non-cancellable operating leases are receivable
as follows:

16 BIE&EE (&)

(e) (B&)
REBRARRRBENAIBE 2 KLAE
FEM Z R E N FRAEFEINT

Within 1 year —FRA
After 1 year but within 5 years —FRERAFRA

The Group and the Company
AEEREAF

2004
$'000 Tt

1,296 1,296
540 1,836
1,836 3,132

(f) During the year, the Group acquired fixed assets with an
aggregate cost of $66,472,000 (2003: $47,426,000) of which
$13,550,000 (2003: $5,495,000) was acquired by means of
finance leases.

17 Interest in subsidiaries

() FAREEEBAKRES 66,472,000
(CEZT =4 : 47,426,0007T) ZEFEE
7 £%13,550,0007T (- BE=4 :
5,495,0007T) 2 EE EE T AR ER SN
XBEA °

17 MY B A A=

Unlisted investments, at cost ELEMRE - KN AE
Amounts due from subsidiaries (N ENEIDNE
Less: Impairment losses B REEE

The Company 782 7]

2004
$'000 Tt

93,072 93,072
833,459 851,191
926,531 944,263

(548,344) (463,345)

378,187 480,918

Included in amounts due from subsidiaries are balances totalling
$24,946,000 (2003: $69,431,000) which were unsecured, interest
bearing and with specified repayment terms. All the remaining
balances are unsecured, interest-free and have no fixed terms of
repayment. The entire balance is expected to be recovered after more
than one year.

Impairment losses on interest in subsidiaries represent the write
down of the carrying values of the investments to the net asset

values of the subsidiaries.

HB A TR REBIEEE24,946,0007T (ZZTZ
=1 : 69,431,0007T) Z &84 + ZEEHIE
AR - BT EF S RETRHERY - it
HHEERF RS REERTERE - BHE
BB R N EBIR— R UK E -

MR RS 2 REBREBRE 2 REEM
RENBARZEEFE -

S EMEER
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Vitasoy Holdings N.V.

Vitasoy International B.V.

Vitasoy (UK) Investments

Company Limited

Vitasoy USA Inc.

Shenzhen Vitasoy
(Guang Ming)
Foods and Beverage
Company Limited (note i)
Y (FEBR)
R mERHE R 2 A (D

Netherlands
Antilles
I 85I Hr

Netherlands

T

United
Kingdom
e

United States
of America

People’s
Republic
of China
REAR

HAE

US$6,100
6,100%7T

EUR22,500
EXZE22,500

US$12,061,000
Common stock
12,061,000% T
EEpali

US$25,400,000
Convertible
series A
preferred stock
25,400,000%7T
AIHARRARRE eIk

RMB80,000,000
AR#80,000,0007T

Investment
holding
REZER

Investment
holding
REZER

Investment
holding
REZER

Manufacture
and sale of soy

related products

EEREE
SREM

Manufacture
and sale of
beverages
FER

HHE S




17 Interest in subsidiaries (continued)

17 M2 R A (

%)

Vitasoy (China) Investments
Company Limited
L (FED IR EBR AR

Vitasoy (Shanghai)
Company Limited
(note ii)

HAban (H8)
BBRAE (M EEii)

Vita International
Holdings Limited

HHEIREE
BRAF

Vitasoy Australia Products
Pty. Ltd. (note iii)
(Bt i)

Vitasoja (Macau) Limitada
HeAbA CRFT) AR AR

Produtos De Soja
Hong Kong (Macau)
Limitada
BEXREmMORF) BARAA

Vitaland Services Limited
HEM R ARTE BR A A

Hong Kong
)

People’s
Republic
of China
FEAR

HAE

Hong Kong
)

Australia

M

Macau
P

Macau
P

Hong Kong
)

$20
207T

RMB191,476,367
AR#191,476,3677T

$20
207T

A$8,925,000
V class shares
8,925,000}8 LV
A$8,575,000
N class shares
8,575,000/82 7N %

MOP100,000

JEFIE100,0007T

MOP10,000
JRF9#10,0007T

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

100

100

100

100

100

100

100

Investment
holding
BAEER

Manufacture
and sale of
beverages
HER

HHE S

Investment
holding
WAEER

Manufacture
and sale of
beverages
HER

HHE S

Distribution
of beverages
ok LG

Dormant
TR

Operation of
tuck shops
BEBRANE

S BMEE R

Vitasoy International Holdings Ltd. #E#th 23 Bl B% &£ B & R 2 8 2003/04 Annual Report —=%

95



96

NOTES ON THE FINANCIAL STATEMENTS

ot R AR T A

(Expressed in Hong Kong dollars)

(LOBHEE)

17 Interest in subsidiaries (continued)

17 B2 RS (58)

The Hong Kong
Soya Bean Products
Company, Limited
BERBEMARAT

Vitasoy Distributors

Hong Kong
Gourmet Limited
BARBERARAT

(Singapore) Pte. Ltd.

Hong Kong
)

Singapore
TN

Hong Kong
)

$20
207T

$$2,500,000
IR
2,500,0007T

$20
207T

100 - Property
investment

ESS3=

100 - Dormant
EmE

- 100 Provision of
catering services

R RIS

All of these are subsidiaries as defined under note 1(c) and have

been consolidated into the Group financial statements.

Notes:

(i) Shenzhen Vitasoy (Guang Ming) Foods and Beverage Company Limited

(“Shenzhen Vitasoy”) is a sino-foreign equity joint venture established in

the People’s Republic of China and is to be operated for 20 years up to

2011.

(ii) Vitasoy (Shanghai) Company Limited is a wholly foreign owned subsidiary

established in the People’s Republic of China and is to be operated for

50 years up to 2045.

(iii) The Group has an interest in 51% of the equity of Vitasoy Australia

Products Pty. Ltd..

SRR EBHRMTELCOMMREZHBAR
8 WEIAAREZ MBHREEFE -

ez

() R Ol RBRHBRAE (DRI
fegl) RRNPEARKMBEMKRIZ BN
BRERE KREPR-_1TF E-T——F
IF e

(i) #feg (58) BRARARNRHPEARKMEE
MARZZINERENBAR - EEHRA+EF -
E-TNREEFIE-

(iii) A% E #5745 Vitasoy Australia Products Pty. Ltd.
51% 2 MR ANHEzS ©



18 Inventories 18 &8
The Group & H The Company 42 7]
2004 2004
$’000 Tt $’000 Tt
Raw materials B 126,749 106,870 61,136 47,418
Finished goods 5K fh 85,286 103,140 34,824 40,538
212,035 210,010 95,960 87,956

Included in the inventories of the Group are raw materials of
$21,217,000 (2003: $16,793,000) and finished goods of
$484,000 (2003: $671,000) stated net of provisions, in order to
state these inventories at the lower of their cost and estimated net
realisable value.

Included in raw materials of the Company are inventories of
$4,589,000 (2003: $2,907,000) stated net of a provision, in order
to state these inventories at the lower of their cost and estimated net
realisable value.

19 Trade and other receivables

REEZFEBERE21,217,000T (222
=4 : 16,793,0007T) & 26K m484,0007T
(ZZZ =% : 671,0007T) B BEBIE -
B ERZETEE Z AR A5 Al 235 FE (A
MR 2 BRI R ) ABR ©

RNARZ BREEFEAS,589,0000 (Z2F
=4 : 2,907,0007T) B MR EESIER - §1F
RZEGFEZ ARG A IR E (ARE
R BIREERE) A -

19 JE Wi AR 5% K HL fth & WK

The Group S5

The Company 782 7]

2004 2004
$'000 Tt $’000 Tt
Trade debtors and bills receivable FEUIRF & BN EIE 257,925 263,543 185,651 184,366
Deposits, prepayments and E® - BRRIER
other debtors E A FEUGR 31,777 28,979 8,032 9,684
289,702 292,522 193,683 194,050

S EMEER
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NOTES ON THE FINANCIAL STATEMENTS
R

(Expressed in Hong Kong dollars) — (LIEEE)

19 Trade and other receivables (continued) 19 FEUWRBR TR R E fth B IR (88)
The ageing analysis of trade debtors and bills receivable (net of FEUER R R BN 4% (B HBR REZBEREE) 2 BR
provisions for bad and doubtful debts) is as follows: EROMTAT :
The Group 5 H The Company 242 7]
2004 2004
$'000 F it $’000 Tt
By date of invoice A ZE R HETE
0 - 3 months TE={EA 227,949 230,466 156,932 152,830
4 — 6 months mEREA 29,697 32,794 28,719 31,536
Over 6 months NEAME 279 283 - -
257,925 263,543 185,651 184,366
The credit terms given to the customers vary and are generally based BTIEFPZEEHSETR  —REEERE
on the financial strength of the individual customer. In order to FPZBBAEE - ABENEEEKIRRZE
effectively manage the credit risks associated with trade debtors, ERK AEETEHTEREPEM

credit evaluations of customers are performed periodically.

20 Amounts due from subsidiaries 20 Fff B A TR
The amounts due from subsidiaries are unsecured, interest-free and WBARXKRZRHAEERREE  BEETE
have no fixed terms of repayment. The entire balance is expected to FH o 2EERAIER —FAEE -

be recovered within one year.



Cash at bank and in hand RTEGEREFRS
Bank deposits maturing within =1{& A R Z|H3 2
3 months RITIER

Cash and cash equivalents R&KBEEEER
Bank deposits maturing after R=AAKER—FA

3 months but within 1 year  BIHIZ $R171F 5K
Bank deposits maturing after A —43H 2
1 year RITIER

2004
$'000 Tt

74,480

226,144

300,624

56,596

93,397

450,617

51,853

263,058

314,911

10,000

100,000

424,911

2004
$'000 ¥t

18,047

216,722

234,769

56,173

93,397

384,339

13,995

227,869

241,864

10,000

100,000

351,864




Within 1 year

After 1 year but within 2 years
After 2 years but within 5 years

Secured
Unsecured

2004
$'000 F 7t

—ER 161,617

—FREMFA
MERERFA

180,678

2004
$'000 F 7t

23,545
157,133

180,678

157,139

180,708

28,058
152,650

180,708




Trade creditors and
bills payable

Accrued expenses and
other payables

By date of invoice

0 - 3 months
4 — 6 months
Over 6 months

2004
$'000 ¥t

JE AR &
FENRE
Rt &M &
HARER R

151,486

144,767

296,253

2004
$'000 ¥t

ABEZHEGFE
ZE=1EA 149,627

==y {E A 446
FRAEA A £ 1,413

151,486

151,786

145,419

297,205

148,427
2,186
1,173

151,786

2004

$'000 ¥t

84,288

58,848

143,136

2004
$'000 Tt

84,030

61,131

145,161




NOTES ON THE FINANCIAL STATEMENTS
R

(Expressed in Hong Kong dollars) — (LIEEE)

24 Obligations under finance leases 24 MEHEZER
At 31st March, 2004, the Group had obligations under finance RZZETWNF=A=+—H0 ' 2EEREHE
leases repayable as follows: HEREEZEBFWOT

2004
Present Interest
value of the expense Total
minimum relating  minimum
lease to future lease

payments periods  payments
BERE  BRAREE SEEE
fI%2RE  ZRERX et
$'000 Tt $'000 Tt $'000 T

Within 1 year —FR 6,287 694 6,981 2,297 217 2,514
After 1 year but within 2 years —FERBRER 3,235 423 3,658 1,760 61 1,821
After 2 years but within 5 years MEEBIER 5,708 330 6,038 92 2 94
8,943 753 9,696 1,852 63 1,915

15,230 1,447 16,677 4,149 280 4,429
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25 Employee retirement plans

The Group operates and participates in a number of defined

contribution and defined benefit retirement plans in Hong Kong and

certain overseas countries.

(a) Defined contribution retirement plans

(i)

(ii)

The Group operates a defined contribution retirement plan,
Vitasoy International Holdings Limited Staff Provident Fund,
which is available for all eligible staff employed by the
Group in Hong Kong and Macau before 1st August, 2000.
The plan is funded by contributions from employees and the
Group, both of which contribute sums representing 5 - 7.5%
of basic salaries. Forfeited contributions are credited to
members’ accounts in accordance with the rules of the plan.
The plan is administered by trustees with the assets held
separately from those of the Group.

Staff employed by the Group in Hong Kong not joining the
above defined contribution retirement plan are required to
join the Group’s mandatory provident fund plan under the
Hong Kong Mandatory Provident Fund Schemes Ordinance.
The mandatory provident fund plan is a defined contribution
retirement plan administered by an independent corporate
trustee. Under the plan, the Group and its employees are
each required to make contributions to the plan at 5% of the
employees’ relevant income, subject to a cap of monthly
relevant income of $20,000. Contributions to the plan vest
immediately.

Employees in the subsidiaries in the People’s Republic of
China (the “PRC”) are members of the central pension
scheme operated by the PRC government. The Group is
required to contribute a certain percentage of employees’
remuneration to the central pension scheme to fund the
benefits. The only obligation for the Group with respect to
the central pension scheme is the associated required
contribution under the central pension scheme.

(iii) For employees in Australia, contributions are made by the

Group to a registered superannuation fund for its employees,
at 9% of the employees’ salaries. The assets of the scheme
are held separately by an independent administered fund.

25 E SR KET &

REBEERARE TEIERRL RS2 INZE
FUEHF R

FERMENRGTE -

(a) 5 7E SRR AR 8

()

(ii)

(iii)

REBERMER-_ZZZTFN\H—H
ZREEEMRFRERAEE 2§
AR E TR — B FE HRURINGHE
(A BER R EARARBE AR
&) - Zat2lZ B2 RBEEE R AKE
ZHR - EFHREBERIEFZ5-
7.5% ° R YA FIGIRIEFT 812 157 Al
ARTEIRE ZBRF » &t BIRA1ER
AERE  FIREENEREEZEE
DFRIE °

FENASE I AL R R
TR EIZEBRE - WARER
ARG AEEEBIGPIZ MAKE
ZBRFEIEREEFE - BEIERTESR
R —EAEHRTOENETE > B8
SEEFFEAEE - RIBZETE > K
SEFEEESSRESERKA (BRE
WAZ &R FBR7%20,0007T) Z 5%A)
TR o RT3 N 2 kBN £
R o

RIARE ARFLAE ([FRE ) 2 B
AR ZEEH2INEP BRI Z
RRBRAREFE - NEEAZRES
& Z R —BD AT REARSFEIH
K o NEE LR RERE A BIFTANE
T2 ME—BERMAF REAREFHEIH

Eo
N

ENEETTE - AEEARESFM
Z9%[A—IHREE 8 M%< fEMf R AR
ESH - B BEERBUERZE
ENFFA °

TINEF R
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NOTES ON THE FINANCIAL STATEMENTS
ot R AR T A

(Expressed in Hong Kong dollars) (L4 &85 )

25 Employee retirement plans (continued)

(a) Defined contribution retirement plans (continued)

(iv) Eligible employees in the United States of America are
covered by a defined contribution retirement plan under
section 401(k) of the Internal Revenue Code. The plan
provides for voluntary employee contributions, which
represent a salary deferral for U.S. income tax purposes, of
up to 100% of each employee’s salary, subject to a cap of
US$12,000. The Group also contributes an annual amount
in respect of each employee’s self contribution. The amount
of the Group’s annual contribution is limited by the lesser of
(i) 50% of each employee’s annual contribution, and (ii) 2%
of each employee’s gross annual salary.

(b) Defined benefit retirement plans
At 31st March, 2004, the Group and the Company recognised
employee retirement benefit (assets)/liabilities in respect of the
following defined benefit retirement plans:

25 EEEMKREE (B)

(a) REMBKEBWRGE (B
(iv) EE 2 & &% g B R ¥ Internal

Revenue Code5401 (k)&= — B E
HEFRARETEIRIE - ZArEIHERE
BREFEED BRER(HERAL
BMsBREERERZHE) « e
EREEHH2100% © HELA12,000%
TRLER - AEEIHEEEE 2 H#
REIRFEHR - AEE 2 BFEHRE
ATRSIMERZBESEAR - ()VF
ZREBZ2FHHZ50% : K(i)FH
BEZ2EHEHEI2% -

(b) RERAEBAKEE
RZTZEWFE=A=+—H ' AEEKXK
AR TR ERFIEA EIERERR
KB (BE) AafE

The Group 2~ &£ The Company <2 7]
2004 2004
$’000 it $’000 Tt
Retirement gratuities BIRE
(note (c)) (FaE(c)) (510) (1,461) (668) (1,567)
Long service payments =HIRES
(note (d)) (FF7E(d)) 4,113 4,572 3,977 4,466
3,603 3,111 3,309 2,899
Represented by: & -
Employee retirement & B RIKAER
benefit assets BE (510) (1,461) (668) (1,567)
Employee retirement 1E B RIKAER
benefit liabilities BE 4,113 4,572 3,977 4,466
3,603 3,111 3,309 2,899
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25 Employee retirement plans (continued) 25 EER K8 (B

(c) Retirement gratuities (c) B &

Employees of the Group in Hong Kong and Macau, who have
completed a prescribed minimum period of services and joined
the Group before a specific date, are entitled to retirement
gratuities upon retirement age. The gratuity is based on the last
month’s salary and the number of years of service.

A funded defined benefit retirement plan, Vitasoy International
Holdings Limited Defined Benefit Scheme, was established for
the retirement gratuities. The defined benefit retirement plan is
administered by an independent corporate trustee, with assets
held separately from those of the Group. The plan is funded by
contributions from the Group in accordance with an independent
actuary’s recommendation.

The latest actuarial valuation of the plan was at 31st March,
2004 and was prepared by qualified staff of Towers Perrin, who
are members of the Society of Actuaries of the United States of
America, using the projected unit credit method. The valuation
indicates that the Group’s obligation under this defined benefit
retirement plan is 137% (2003: 98%) covered by the plan
assets held by the trustee.

REBEFBENRFI BB ERBFEZE
B —BRAETE 2 AR HIR KRN e E B # 2 A
MAREE - HREERAF iR E EIUR
RE - SEETHEMRAFRRGEE
M

ZERBIRK AL — TR E B S E R AR KA B4
B EE AR A RSERMETE o %
RAE ARG B BB R RETEAE
2 HBEESAEEZEENRGE © %
FtEIRASERRBIEER 2 2R E

IR o

Zat Bl 2 B EMENIRZEENFE=

A=+—H EETowers PerrinZ & E18H: 8
(REBEREMSEe g 8) KABE BN
EEIE#EAT ﬁ%ﬁ1ﬁfﬁ%ﬁm$%lﬁﬁﬁi
AERMBAREEIFERBITZEEHES
137% (ZZEZ =4 : 98%) ZIE-EARA
ZETBIEERRE o

L LES
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NOTES ON THE FINANCIAL STATEMENTS
R

(Expressed in Hong Kong dollars) (L4 &85 )

25 Employee retirement plans (continued)

(c) Retirement gratuities (continued)
(i) The amounts recognised in the balance sheets are as

25 EER A& ()

(c) Bk & (8)
(i) REERBERERZEHE

follows: LU
The Group 5 H The Company 242 7]
2004 2004
$’000 Tt $’000 Tt
Present value of wholly 2HENMEE
funded obligations ZEE 54,248 49,632 52,919 48,609
Fair value of plan assets T EIEEZ AFEE (74,154) (48,466) (72,704) (47,612)
Net unrecognised actuarial RERZIEE
gains/(losses) Wz, (E518) F58 19,396 (2,627) 19,117 (2,564)
Employee retirement & B RIKAER
benefit assets BE (510) (1,461) (668) (1,567)

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

ARG THBR— F IR : A
- BRI & B 1242 RS R B
REMEBRRIR TR 2 - 55
W AREE 8 5K SR+ = 1B PORR FER 2 6 45
AT -



At 1st April

Contributions paid to
the plan

Benefits paid

Expense recognised in
the income statement
(note 5(b))

At 31st March

Current service cost
Interest cost

Expected return on plan assets
Net actuarial losses/(gains)

recognised

2004

$'000 ¥t

REA—H
IEHEl

35
EHER
SRR
Wi X
(B 2£5(b)

R=A=+—8

A RIEHA

2R A

FHEIEE 2 BRI

ERREEER
(zs) F 8

(1,461)

(2,650)

2004
$'000 Tt
46,784 (1,567)

(561,158) (2,537)
(1,184) =

4,097 3,436

(1,461) (668)

2004
$'000 F 7t

3,602
1,936
(1,946)

45,914

(50,274)
(1,184)




Cost of sales

Marketing, selling and
distribution expenses

Administrative expenses

Other operating expenses

Actual return on plan
assets — gain/(loss)

Discount rate at 31st March

Expected rate of return on
plan assets

Future salary increases

2004
$'000 F 7t

sHEIEE 2 BIR B
— sk (B518)

2004

R=ZA=+—R2Z¥rEX
sHEIEE 28R

[a]
RATFH B LR




25 Employee retirement plans (continued)

(d) 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 plans that are attributable to
contributions made by the Group. The Group does not set aside
any assets to fund any remaining obligations.

An actuarial valuation of long service payments was also carried
out at 31st March, 2004, by qualified staff of Towers Perrin,
who are members of the Society of Actuaries of the United
States of America, using the projected unit credit method.

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

25 EEEMKREE (B)

(d) RMBRHE

RETRREEN - AEERAEETER
TRIIEAASAEEREELAFZRE
BAEES N —FBFA - MAXNZE
BT B S REAMEHFMERBFEM

E - WARRERDRAR IR AR BR ARG B R5T
MERAKBEPEHRZ #R - NEEY
AR EENREBRITERNRBEERT
ZEE °

EHRES TN R EME= A=+ A
EiTowers Perrinz & A ILE (5ZEIE
MEer & 8) RAREE B ERETE
HAEE -

(i) REERBRERZSEWT ¢

Present value of unfunded & EF 2

The Group S5

$'000 Tt

The Company 782 7]
2004
$’000 F it

obligations A 2,137 5,138 1,780 4,895

Net unrecognised actuarial REERIEE
gains/(losses) Wz, (&518) $58 (566) 2,197 (429)
4,113 4. 572 3,977 4,466

S ENFFR
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2004 2004
$'000 7% $'000 F T

At 1st April RMA—H 4,466
Expense recognised in  fEIBzhER LR

the income statement 237 §%

(note 5(b)) (Ft5E5(b)) 219 209

Benefits paid B EH (55) (698)

At 31st March R=A=+—H 4,572 3,977

2004
$'000 F 7t

Current service cost A RBEBCAR

Interest cost FLBR A

Net actuarial losses/(gains) DHERIEE R,
recognised (Wz) 558




2004

$'000 T T

Cost of sales

Marketing, selling and

distribution expenses
Administrative expenses
Other operating expenses

2004

Discount rate at 31st March RZAZ+—HZIEER

Future salary increases R BN bR




NOTES ON THE FINANCIAL STATEMENTS
o

(Expressed in Hong Kong dollars) (BB E)

26 Equity compensation benefits 26 IR AFHEREF

The Company adopted a share option scheme on 9th March, 1994
(the “Old Share Option Scheme”) whereby the Directors of the
Company were authorised, at their discretion, to invite employees of
the Group, including Directors of any company in the Group, to take
up options to subscribe for ordinary shares of $0.25 each in the
Company. The exercise price of options was determined by the
Directors of the Company and was the higher of (i) the nominal
amount of the shares and (ii) an amount not less than 80% of the
average of the closing prices of the shares on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) for the five business
days immediately preceding the date of offer.

On 4th September, 2002, the Company terminated the Old Share
Option Scheme and adopted a new share option scheme (the “New
Share Option Scheme”) for a period of 10 years commencing from
that date. Under the terms of this scheme, the exercise price of the
options is determined by the Directors of the Company and is the
highest of (i) the closing price of the shares on the date of grant; (ii)
the average closing price of the shares on the Stock Exchange for the
five business days immediately preceding the date of grant; and (iii)
the nominal amount of the share.

No further options will be granted under the Old Share Option
Scheme upon its termination and all outstanding options granted
thereunder shall continue to be valid and exercisable in accordance
with the terms of the Old Share Option Scheme.

Under the Old Share Option Scheme and the New Share Option
Scheme, there is no minimum period for which an option must be
held before it can be exercised, but the Directors of the Company are
empowered to impose at their discretion any such minimum period
at the date of offer. The options are exercisable for a period not to
exceed 10 years from the date of grant. Each option gives the holder
the right to subscribe for one share.

ARARR—NNAMFE= AN BRB—BERE
=HEl ([ERRMERTE) Bt AARZES
SERENBEFRIEEZER (BREAKE
B MERAR 2 ER) ZRRBREARBAR
AIEAEEO.257T 2 B3l - B Z1TEE
MARRZEFEERBERATMERZRS
F (MR ZEERG) T PREROR BARE
BRI AEEXAEEBMERIMA
BRAR] ([BERXAT]) 2 U T E280% e

RZZZ-FAAMAB - NRARIEEBRE
stE| - SWER— IR AR B ([# B ARt
2l - BMHARI0F - AFRME BER ° IRIF
ZETEIZIER - BRIEZTRERAARES
BEE ATI=FF &R : (MRNHINER
th B EIZ WiE ¢ (DB REERE BB LG
EREEE BB RSS2 FHRmE - &
(i Z EfE

ARARHR R L E B IR T BRIEZL
X TATIRBAHE - M ATARIEZAT B PTIR H
ZARITEBBRE DGR AR WA RBEREK
RERT B Z IR -

RIBEREER 8 Mo tEst 8 - BRvES
ARATRA —BR&EEHME T AT - EARQF]
ZERREFENZL B BB IMER SR
BER - BAE 2 TTREINSBER T B R
FtZTF - BREBREZSBEADEERE—
P fstn o



26 Equity compensation benefits (continued)

(a) Movements in share options

26 RAMEREF (B)

() BREZ2S

At 1st April RIWA—H
Granted during the year REARD

Exercised during the year (note 28)  WERTTE (FizE28)

Lapsed on expiry of exercise period — F7T18 A JE jm b 5K

Forfeited on grantees ceasing RERATHBIER
employment with the Group REEFRZIL

At 31st March R=A=+—H

Options vested at 31st March

R=A=1T—BERZBRE

2004

Number E E
'000 LA T 5t

23,609 31,848
13,954 -
(8,784) (4,448)
(134) -
(273) (3,791)
28,372 23,609
14,418 23,609

(b) Terms of unexpired and unexercised share options at balance
sheet date

b) REERERGEEFHZRERMRRITE
BREZFE

28/6/1998 1/8/1998 to 31/7/2003
4/7/2000 7/9/2000 to 31/8/2005
1/4/2003 1/4/2004 to 31/3/2013

$1.193
$1.688

2004

Number & H
'000 BAF &t

$1.104 - 5,946
14,418 17,663
13,954 -
28,372 23,609

SEREFR
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26 Equity compensation benefits (continued)

(c) Details of share options granted during the year

26 RAMEREF (B)

(c) FARHBREZFE

1/4/2004 to 31/3/2013 $1.688

2004

Number & E
'000 BAF &t

13,954 -

(d) Details of share options exercised during the year ended 31st
March, 2004

) RBE-ZZENF=A=+—-HLEFE
TREBREZFE

1/4/2003 to 6/6/2003 $1.104 $1.663
5/5/2003 to 4/3/2004 $1.193 $1.686

6,416 5,812
3,545 2,972
9,961 8,784

Details of share options exercised during the year ended 31st
March, 2003

REBE-ZEE=F=-A=+—HIEET
fERRE B

23/4/2002 to 18/3/2003 $1.104 $1.641
3/5/2002 to 7/3/2003 $1.193 $1.480

3,487 3,158
1,539 1,290
5,026 4,448




26 Equity compensation benefits (continued) 26 RAFHERER (B)

(e) Details of share options lapsed or forfeited during the year (e) AFRAMB RN 2 BREFES

2004

Number & E
'000 LA T &t

1/8/1998 to 31/7/2003 $1.104 134 1,189
7/9/2000 to 31/8/2005 $1.193 273 2,602
407 3,791
(f) Share options granted subsequent to the balance sheet date (f) REEHEREZBRE
On 1st April, 2004, 8,556,000 share options were granted to R-ZENFNA—H - AEIR2HEER
eligible participants under the New Share Option Scheme, with BRI AR R E B T A 5RHE 8,556,000
exercise period from 1st April, 2005 to 31st March, 2014 and ER%(n < B IRE - TE IR — ST AFN
exercise price of $1.904. A—BZE-_Z—WNE=A=+—8 " 17
_ g
8/41.9047C ° I3
&
27 Income tax in the balance sheet 2 EEEERZBHR N
M
(a) Income tax in the balance sheets represents: (a) EEEBRZABHINARK:
The Group &M The Company Z& 2 7
2004 2004
$'000 F it $’000 Tt

Provision for Hong Kong ~ REEEFHE

Profits Tax for the year FIS T 36,943 36,178 34,798 33,656
Provisional profits tax paid &4t~ FEAFISH (29,089) (25,286) (26,742) (22,816)
7,854 10,892 8,056 10,840

Overseas taxation EBINETE 1,219 1,573 = -
9,073 12,465 8,056 10,840
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27 Income tax in the balance sheet (continued)
(b) Deferred tax assets and liabilities recognised:
(i) The Group

The components of deferred tax (assets)/liabilities
recognised in the consolidated balance sheet and the
movements during the year are as follows:

21 EERBERZHAEH (B
(b) ERBEEHREERAME :
(i) A%H

RIFEBEERBRERZBELEHEA (B
BE) /BERFRNZEHNT

At 1st April, 2002 “TE-EMA—H 17,597 - (7,877) (1,442) 8,278
Charged/(credited) WA BERE

to consolidated nk/

income statement A 8,035 (4,044) (2,729) (5,293) (4,031)
At 31st March, 2003 —EZ=f=fA=+-H 25,632 (4,044) (10,606) (6,735) 4,247
At 1st April, 2003 “EE=FMA—H 25,632 (4,044) (10,606) (6,735) 4,247
Charged/(credited) WA BERE

to consolidated nk/

income statement A 2,162 (6,275) 1,102 1,349 (1,662)
At 31st March, 2004 —EENE=/A=+—H 27,794 (10,319) (9,504) (5,386) 2,585




27 Income tax in the balance sheet (continued)
(b) Deferred tax assets and liabilities recognised: (continued)
(i) The Company

The components of deferred tax (assets)/liabilities
recognised in the Company’s balance sheet and the
movements during the year are as follows:

21 BEERBERZAB/HR (B)

(i) N7

(b) EEBEEHEEERAE : (B

RARRIEER BRER ZELTNIA
BE) ABERFRAZEHNOT

At 1st April, 2002 “TE-EMA—H 12,305 (2,585) (1,442) 8,278
Charged/(credited) to REREE
income statement HIEYAGIN! 1,336 (74) (5,293) (4,031)
At 31t March, 2003 —EF=£=A=+-H 13,641 (2,659) (6,735) 4,247
At 1st April, 2003 “ET=FMA—H 13,641 (2,659) (6,735) 4,247
Charged/(credited) REREE
to income statement M/ GA) (2,457) 675 1,485 (297)
At 31st March, 2004 —EENE=/A=+—H 11,184 (1,984) (5,250) 3,950
The Group <58 The Company A2 7]
2004 2004
$'000 Tt $'000 Tt
Net deferred tax assets REEBER
recognised on the TR IEIET IR
balance sheets BEFRE (1,365) - - -
Net deferred tax liabilities NE&EE &R
recognised on the TR IEIET IR
balance sheets BEFRE 3,950 4,247 3,950 4,247
2,585 4,247 3,950 4,247

SEREFR
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27 Income tax in the balance sheet (continued)
(c) Deferred tax assets not recognised

The Group has not recognised deferred tax assets of

21 BEERBERZAB/HR (B)

$139,807,000 (2003: $120,529,000) in respect of tax losses

of $443,885,000 (2003: $388,347,000).

Included in unrecognised tax losses, an amount of

$108,933,000 (2003: $114,903,000) will expire in five years

while the remaining balance of $334,952,000 (2003:
$273,444,000) does not expire under current tax legislation

28 Share capital

(c) RERZELEHRREE

RS BN ERERE RN B &R
443,885,0007C (=TT =4 :
388,347,0007t) Z BIEFIIEE B
139,807,000 (ZEZE =4 :
120,529,0007T) °

BEIRTHG] - EMRERB IS EIET A
108,933,0007T (ZZZ =4 :
114,903,0007T) R AFAEm « Hik
334,952,000t (ZZFZ =4 :
273,444,0007T) RS E BT 2 HE
e

28 B&

Number of
shares

B
'000
T

Amount
&#
$'000
T

Authorised: ZBERE :
Ordinary shares of $0.25 each ~ &RE{E0.25; T2 LAk 3,200,000 800,000 3,200,000 800,000
Issued and fully paid: EBTREHERE :
At 1st April HIA—H 977,044 244,261 972,596 243,148
Shares issued on exercise of RERERETEMETZ

share options (note 26(a)) Bt (FifsE26(a)) 8,784 2,196 4,448 1,113
At 31st March R=A=+—H 985,828 246,457 977,044 244,261

During the year, options were exercised to subscribe for 8,784,000

ordinary shares in the Company (2003: 4,448,000 ordinary shares).

The net consideration was $9,955,000 (2003: $5,022,000) of
which $2,196,000 (2003: $1,113,000) was credited to share

capital and the balance of $7,759,000 (2003: $3,909,000) was

credited to the share premium account (note 29).

FARAREARDFEBRS, 784,000 (=F
T =4 1 4,448,00008 L RAR) 2 EARAERETT
{# - FT3RIEF58/59,955,0007t (Z 2T =
4 : 5,022,0007T) © HH2,196,0007T (==
T=4:1,113,0007T) BEEEARA - Hék
7,759,0007T (ZEZ =4 : 3,909,0007T) &
B = ER (FiEE29) °



At 1st April, 2002
Transfer from capital reserve
to retained profits
Premium on shares issued on exercise
of share options (note 28)
Exchange differences on translation
of the financial statements
of foreign subsidiaries
Final dividend approved in respect of
the previous year (note 13(b)
Interim dividend declared in respect
of the current year (note 13(a))
Profit for the year

At 31st March, 2003

At st April, 2003
Transfer from retained profits to
legal reserve
Transfer from capital reserve
to retained profits
Premium on shares issued on exercise
of share options (note 28)
Exchange differences on translation
of the financial statements
of foreign subsidiaries
Final dividend approved in respect of
the previous year (note 13(b))
Special dividend approved in respect
of the previous year (note 13(b))
Interim dividend declared in respect
of the current year (note 13(a))
Profit for the year

At 31st March, 2004

R-EB-EMA-R
BEAREEEE
el
ATFBREREIRG
FiEE ZAE (113228)
HENBAR
SBERAEEL
EfzH
BEFENEL
RS (TFEL3(0)
HEFEERL
BERE (130
KERRA

RoER=F=f=1-0

R-FEZEMA-H
aRBETEES
iy
BERREEEE
el
ATFBREREIRG
FEE ZEE (13228)
HENBAR
SHERAEEL
EfzH
BEFENEL
RS (TFEL3(0)
BEFENEL
HRIRE (TREL3(0)
HEFEERL
BERE (it 130)
KEERR

RoZEMF=A=1-H

267,574 104,175

(4,087)

271,483 100,088

271,483 100,088

(4,087)

219,242

1,101 (32,277) 589,314

4,087

(49,679)

(27,275)
139,378

(31,683) 655825

(31,683) 655825

(777)

4,087

(56,100)
(49,211)

(27,581)
116,025

(26975) 642,268

937,556

594

(49,679)

(27,275)
139,378

1,004,483

1,004,483

4,708

(56,100)

(49,211)

(27,581)
116,025

1,000,083




At 1st April, 2002

Transfer from
capital reserve to
retained profits

Premium on shares
issued on exercise
of share options
(note 28)

Final dividend
approved in
respect of the
previous year
(note 13(b))

Interim dividend
declared in
respect of the
current year
(note 13(a))

Profit for the year
(note 12)

At 31st March,
2003

R-EZ-EWA—H 267,574 104,175 1,101
BEREE
L3 E
REEF
RITERERE
mETRH
FEEZH(E
(M 28)
REEE
i

P

it

(3= 13(b))
RAEE
Bk

R

BRE

(MizE 13(a))
RERRT
(M7 12)

RZTE=F
=A=+-H 271,483 100,088 1,101

603,353

(27,275)

110,828

641,314

978,464

(27,275)

110,828

1,016,247




At 1st April, 2003

Transfer from
capital reserve to
retained profits

Premium on shares
issued on exercise
of share options
(note 28)

Final dividend
approved in
respect of the
previous year
(note 13(b))

Special dividend
approved in
respect of the
previous year
(note 13(b))

Interim dividend
declared in
respect of the
current year
(note 13(a))

Profit for the year
(note 12)

At 31st March,
2004

R-EZ=ENA—A
BEREE
L E
REEF
BITERERE
EE)
FEEZH(E
(HizE28)

REEE
i
PR
BE
(F3£13(b))

REEE
Bz
155
e
(F3£13(b))

RAEE
Bk
R
e
(f3£13(a))

KERRT
(MizE12)

271,483 100,088

RZETWEF

=RA=+-H 279,242

1,101 641,314 1,016,247

(27,581) (27,581)

115,400 115,400

1,101 627,909 1,006,514




122

NOTES ON THE FINANCIAL STATEMENTS
o

(Expressed in Hong Kong dollars) (BB E)

29 Reserves (continued)

(c) (i)

(ii)

The application of the share premium account and the
capital redemption reserve is governed by sections 48B and
49H respectively of the Hong Kong Companies Ordinance.

As part of the restructuring of the Group in February 1994,
the Company disposed of a property to a former subsidiary
and consideration was received in the form of cash and
another property. A total gain, representing the difference
between the historical carrying value of the property
disposed of and the fair value of the consideration received,
resulted.

The gain arising from this transaction was divided into
realised and unrealised portions in the ratio of the amount of
cash and the fair value of the property received (“the
property”). The unrealised gain was taken to capital reserve
and is realised on depreciation of the property. During the
year, $4,087,000 (2003: $4,087,000) is transferred from
capital reserve to retained profits.

(iii) The legal reserve has been set up by Shenzhen Vitasoy and

(iv)

Vitasoja (Macau) Limitada in accordance with regulations in
the People’s Republic of China and Macau respectively.

The exchange reserve has been set up and will be dealt with
in accordance with the accounting policy adopted for
translation of the financial statements of foreign subsidiaries
(note 1(0)).

29 ik (8)

() (i) BinmERNEENBE G2 BED
RIR BB R ANEDIEA8B K A9HRES

o

i

(i) ERAEEN—NNOFE - AT
Bz —#bn - AAER— AT
ARME—HYE  KEURE RS
—IAMEAT - BilEiEPT I E MR
EsRmAEEESRAEATHERZE
o

ZIBAR S 2 Wtk B WER & R
(M) RFEEZLHDREER
NAREHED - REFWEDFTAR
M - YRR ERER -
RARFEEA - 4,087,000 (ZFF=
% : 4,087,00070) B B AR EERE
RERA ©

(iii) YA TE i 8 FRUAR | A At 473 N e (b ) O
F) BRRAR D RIREHEARKME
NOBP 2 EBIRRSL

(iv) AEE AR A R E BN B R R
BATE R 2 SRR RS R E
& (f5E1(0) °



29 Reserves (continued) 29 f#ME (B)

(d) Reserves available for distribution (d) AItD RS

The Company 782 7]

2004
$'000 Tt

General reserve — R fE 2,261 2,261

Retained profits R A 627,909 641,314

630,170 643,575

30 Commitments 30 & iE
(a) At 31st March, 2004, the total future minimum lease payments (a) R=ZEZEMF=A=1+—H0  REFTH
under non-cancellable operating leases are payable as follows: H2REHERN ZRRBEEF BTN
T
The Group 7~ £

2004
Plant and
machinery

S EOEE

Land and and

buildings others
TR 5 B

BF HEERHM

$'000 Tt $'000 Tt

Within 1 year —FR 22,781 996 19,893 570

After 1 year but —F1&E
within 5 years AFER 12,538 2,028 8,114 546
After 5 years AFE 32 = - -
35,351 3,024 28,007 1,116
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30 Commitments (continued) 30 & IE (B)

(a) (continued) (a) (B&)

The Company &2 7]
2004
Plant and
machinery
Land and and

buildings others
TR 5 B

BF  HEERHM

$'000 Tt $'000 Tt

Within 1 year —FR 910 - 861 -
After 1 year but —&F&E
within 5 years AFA - = 41 -
910 - 902 -
The Group leases a number of properties and items of plant and AEERBGCEHERRAZEY KRS
machinery and others under operating leases. The leases HEMERIH R RAMEE - ZSEHE—RY)
typically run for an initial period of one to seven years, with an THRHE—FELF  WAEEEREEDH
option to renew the lease when all terms are renegotiated. None HEEH - ERAB T ENEE ©
of the leases includes contingent rentals. BEKEREVTRIEEHSE -
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30 Commitments (continued)

(b) Capital commitments outstanding at 31st March, 2004 not
provided for in the financial statements were as follows:

30 &% (%)

(b) R=ZZMF=A=1—H ' REMER
RAEBEZRCTERREBEABOT -

The Group S5

The Company 782 7]

2004
$’000 Tt $’000 Tt
Contracted for EHEY 7,799 1,371 4,128
Authorised but not EHLEE
contracted for RETAY 59,189 63,024 42,748 34,649
61,138 70,823 44,119 38,777
31 Contingent liabilities 3N EAE

(a) At 31st March, 2004, the Company had contingent liabilities in
respect of the following:

(a) XRAFR=—_ZSZEMNF=A=1+—HZRE
a&E0T :

HRTTRETHEAR
RHEEREER
e 2 JER

Guarantees issued in respect
of facilities granted by banks
to certain subsidiaries

2004
$'000 T 7t

124,064 131,920

(b) The Company has given undertakings to certain wholly-owned
subsidiaries to provide them with such financial assistance as is
necessary to maintain them as going concerns.

(b) ARBIIFAGEAE T 2EME A RRHEH
IR B A REIR IR B AR RS 2 0E 1 -

S EMEER
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32 Material related party transactions

(a)

(b)

(c)

The products of the Group are distributed by a related party in
Australia and a management fee is charged as a consideration of
the provision of services. The management fee is calculated
based on a pre-determined percentage of the gross sales of
products distributed by the related party, which is on normal
commercial terms and are on terms comparable to the prevailing
market rate. Total management fee charged by the related party
for the year amounted to $3,322,000 (2003: $2,353,000). The
amount due to the related party as at 31st March, 2004
amounted to $358,000 (2003: $1,579,000).

The Group has purchased raw milk and milk products from a
related party in the People’s Republic of China (the “PRC”). The
unit price of the milk products is pre-determined in an
agreement entered into between the Group and the related party,
and will be revised by reference to the prevailing market price of
similar products in Hong Kong and the PRC. Total purchases
from the related party amounted to $3,517,000 (2003:
$5,286,000) during the year. The amount due to the related
party as at 31st March, 2004 amounted to $766,000 (2003:
$126,000).

There were no material transactions with Directors except for
those relating to remuneration as set out in note 10, and share
options and shareholdings as set out in the Report of the
Directors.

The transactions (a) and (b) also constitute connected transactions

under the Listing Rules.

33 Post balance sheet events

(a)

(b)

On 1st April, 2004, share options of 8,556,000 were granted to
eligible participants under the New Share Option Scheme, with
exercise period from 1st April, 2005 to 31st March, 2014 and
exercise price of $1.904. Further details of the New Share
Option Scheme are set out in the Report of the Directors and
note 26.

Subsequent to the balance sheet date the Directors proposed a
final dividend and a special dividend. Further details are
disclosed in note 13.

N2ERBE

33

ALEXRS

(a) AEEZEMB—BEREATEMNS
i ZEHEEATREURSE - ERIRMH
AR#%E < KB - RIS B DIRIRZ B EEAL
ol EmBEEREAEEZE DL
E XA TIA—REEER RS
RTEMS ZIERMETE - 22@EAL
AN FUER 2 AR 75 B 48 586 43,322,000
TL(ZEZT =4 :2,353,00070) ° R=F
TME=A=t+—HENZEHEEALTZ
R #£358,0000T (ZTT =4 :
1,579,0007T) °

(b) AEEE—RESEARKLE ([FE])
ZRENTERBAR I T R RSE L -

PiRElm e BAED A mAKEEZ
MEALAI 2 HADHELEEE  YE§2

EEBRTEREERZ MEELAE -
FAMZAEATIREBEZEREE
3,617,0007T (ZZZ =4 : 5,286,000

T e REZTME= A=+—RHEMNZE
BATZHIEAE766,0007 (ZEE =4

126,0007T) °

(c) FRIMFELOPTH 2 Bl E R EFE RS S

ZBRE N SN - N BN EEE R
TEAEAR S
RIBEEMARA - (a) R(b)IER ZIREAKEIER

5 o
mEBRER

(a) R=ZZTNFMNA—H &R HER
BT RE R AT B 78,556,000 44 %
o TEHRE ST RFENA—BE=T
—MME=A=+—HIt ' TFEER1.904
7T o BT ERERT B 2 — PR BER
EZgmEERNTE26 -

() E=gR
FERIARE. « #E—

BHA 2 REZRERARE R

HRIEHNHELS



