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The registered office of the Company is located at Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda.

During the year, the Group was principally engaged in the
design, manufacture and sale of a wide range of toys. There
were no significant changes in the nature of the Group's
principal activities during the year.

Vision Century Group Limited (“Vision Century”), a company
incorporated in the British Virgin Islands, is the immediate
holding company of the Company. In the opinion of the
directors, the ultimate holding company of the Company is
Huang Group (BVI) Limited, a company incorporated in the
British Virgin Islands which is ultimately held by a discretionary
trust.
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At 31 March 2004, the Group had net current liabilities of
approximately HK$76,891,000. The Group incurred a loss from
operating activities of HK$27308,000 and reported a net cash
outflow from operating activities of HK$14,941,000 for the
year ended 31 March 2004.

In order to strengthen the capital base of the Group and to
improve the Group's financial position, immediate liquidity and
cash flow, and otherwise to sustain the Group as a going
concern, the directors of the Company have adopted the
following measures:

(a) Huang Worldwide Holding Limited, the immediate holding
company of Vision Century which was incorporated in the
British Virgin Islands, has undertaken to the Company,
during the period up to 31 October 2005, to provide
continuing financial support to the Group so as to enable
the Group to continue its day-to-day operations as a viable
going concern notwithstanding any present or future
financial difficulties experienced by the Group.
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(b) The directors of the Company are in active negotiations
with the Group's bankers and other creditors to reschedule
the repayment of certain borrowings due from the Group
and to seek their ongoing support to the Group.

(c) Vision Century has granted a credit facility of
HK$50,000,000 to the Company since 2 July 2003. At
31 March 2004, the loans from Vision Century amounted
to approximately HK$13,378,000. Subsequent to the
balance sheet date, Vision Century has undertaken that it
will not demand the Group to repay partly or wholly of
any advance made to the Group under the credit facility
before 31 October 2005 (note 20).

(d) The directors of the Company are considering various
alternatives to strengthen the capital base of the Company
through various fund raising exercises, including but not
limited to, a private placement, an open offer or a rights
issue of new shares of the Company.

(e) The directors of the Company have been taking actions
to tighten cost controls over factory overheads and various
general and administrative expenses, and are actively
seeking new investment and business opportunities with
an aim to attain profitable and positive cash flow
operations.

In the opinion of the directors of the Company, in light of the
measures taken to date, together with the expected results of
other measures in progress, the Group will have sufficient
working capital for its current requirements and it is reasonable
to expect the Group to return to a commercially viable concern.
Accordingly, the directors of the Company are satisfied that it
is appropriate to prepare the financial statements on a going
concern basis, notwithstanding the Group's financial and
liquidity position at 31 March 2004.
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Should the Group be unable to continue 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
effects of these potential adjustments have not been reflected
in the financial statements.

IMPACT OF A REVISED HONG KONG STATEMENT OF
STANDARD ACCOUNTING PRACTICE (“SSAP")
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The revised SSAP 12 “Income taxes” is effective for the first
time for the current year's financial statements. SSAP 12
prescribes the accounting for income taxes payable or
recoverable, arising from the taxable profit or loss for the
current period (current tax); and income taxes payable or
recoverable in future periods, principally arising from taxable
and deductible temporary differences and the carryforward of
unused tax losses (deferred tax).

The SSAP has had no significant impact for these financial
statements on the amounts recorded for income taxes.

However, the related note disclosures are now more extensive

than previously required. These are detailed in notes 11 and
24 to the financial statements and include a reconciliation

between the accounting loss and the tax credit for the year.
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Basis of preparation

These financial statements have been prepared in accordance
with Hong Kong Statements of Standard Accounting Practice,
accounting principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical cost
convention, except for the periodic remeasurement of certain
fixed assets as further explained below.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 March 2004. The results of subsidiaries acquired or
disposed of during the year are consolidated from or to their
effective dates of acquisition or disposal, respectively. All
significant intercompany transactions and balances within the
Group are eliminated on consolidation.

Minority interests represent the interests of outside shareholders
in the results and net assets of the Company’s subsidiaries.

Subsidiaries

A subsidiary is a company whose financial and operating policies
the Company controls, directly or indirectly, so as to obtain
benefits from its activities.
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The results of subsidiaries are included in the Company's profit MBARIZEERARRIZBREANED WKL E
and loss account to the extent of dividends received and W B AR o NGB AR 2w Ty AR AR

receivable. The Company's interests in subsidiaries are stated
at cost less any impairment losses.
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Joint venture companies BEAQAR

A joint venture company is a company set up by contractual BERADNEERENRTHEKRILZ AR Bt - &

arrangement, whereby the Group and other parties undertake SERHEME T LRET *IEZ%/%Kﬁf“ CR-WN

an economic activity. The joint venture company operates as a AABUERAARLE  MAKBEREME THE

separate entity in which the Group and the other parties have BHEP 2 H#H -

an interest.

The joint venture agreement between the venturers stipulates MAEEARYUZA e BB ARER T ZHE

the capital contributions of the joint venture parties, the duration B AEHRAERTIREEREEER &

of the joint venture and the basis on which the assets are to o BERAEBHERZER &TETT%%QF

be realised upon its dissolution. The profits and losses from K HHEEAREEZHELAISIRE R

the joint venture company's operations and any distributions ZIERRDE -

of surplus assets are shared by the venturers, either in

proportion to their respective capital contributions, or in

accordance with the terms of the joint venture agreement.

A joint venture company is treated as: BERNAZEEAFAMT -

(a) a subsidiary, if the Company has unilateral control, directly (@) WARAEENE Tﬁé&ﬁ SNAEEE
or indirectly, over the joint venture company; wE - SREMNER

(b) a jointly-controlled entity, if the Company does not have (b) MARARVEEFAERREREZEHE
unilateral control, but has joint control, directly or indirectly, WEESHEEREE LRAEGE  eRELR
over the joint venture company; ZH S

(c) an associate, if the Company does not have unilateral or (c) MARARVEERAERREHHNHLRET
joint control, but holds, directly or indirectly, generally not g EEESNEEEE IO R200 28
less than 20% of the joint venture company's registered RAFMBRRARBENHEHETEERATZE
capital and is in a position to exercise significant influence N GREBERT  H
over the joint venture company; or

(d) a long term investment, if the Company holds, directly or (d) MARFEEXREFEDRN20%2 68 R
indirectly, less than 20% of the joint venture company’s Al M AR A - A H AR R S A
registered capital and has neither joint control of, nor is HWBEETREAXE N  @RERPKRE -

in a position to exercise significant influence over, the
joint venture company.
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Related parties

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial
and operating decisions. Parties are also considered to be
related if they are subject to common control or common
significant influence. Related parties may be individuals or
corporate entities.

Impairment of assets

An assessment is made at each balance sheet date of whether
there is any indication of impairment of any asset, or whether
there is any indication that an impairment loss previously
recognised for an asset in prior years may no longer exist or
may have decreased. If any such indication exists, the asset's
recoverable amount is estimated. An asset's recoverable amount
is calculated as the higher of the asset's value in use or its net
selling price.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. An impairment
loss is charged to the profit and loss account in the period in
which it arises, unless the asset is carried at a revalued amount,
when the impairment loss is accounted for in accordance with
the relevant accounting policy for that revalued asset.

A previously recognised impairment loss is reversed only if
there has been a change in the estimates used to determine
the recoverable amount of an asset, however not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is credited to the profit and
loss account in the period in which it arises, unless the asset
is carried at a revalued amount, when the reversal of the
impairment loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.
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Fixed assets and depreciation

Fixed assets, other than construction in progress, are stated at
cost or valuation less accumulated depreciation and any
impairment losses. The cost of an asset comprises its purchase
price and any directly attributable costs of bringing the asset
to its working condition and location for its intended use.
Expenditure incurred after fixed assets have been put into
operation, such as repairs and maintenance, is normally charged
to the profit and loss account in the period in which it is
incurred. In situations where it can be clearly demonstrated
that the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use of
the fixed asset, the expenditure is capitalised as an additional
cost of that asset.

Changes in the values of fixed assets are dealt with as
movements in the fixed asset revaluation reserve. If the total
of this reserve is insufficient to cover a deficit, on an individual
asset basis, the excess of the deficit is charged to the profit
and loss account. Any subsequent revaluation surplus is credited
to the profit and loss account to the extent of the deficit
previously charged. On disposal of a revalued asset, the relevant
portion of the revaluation reserve realised in respect of previous
valuations is transferred to retained profits as a movement in
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Fixed assets and depreciation (Continued)

Depreciation is calculated on the straight-line basis to write off
the cost or valuation of each asset over its estimated useful
life. The principal annual rates used for this purpose are as
follows:

Medium term leasehold land

REIHE i

Buildings
BT

Leasehold improvements

GERES T

Moulds, plant and machinery

BE - BB RS

Furniture, fixtures, equipment and motor vehicles

BH - KE  RERAE

The gain or loss on disposal or retirement of a fixed asset
recognised in the profit and loss account is the difference
between the net sales proceeds and the carrying amount of
the relevant asset.

Construction in progress represents buildings under
construction, which is stated at cost less any impairment losses,
and is not depreciated. Cost comprises the direct costs of
construction during the period of construction. Construction in
progress is reclassified to the appropriate category of fixed
assets when completed and ready for use.

BEEERITE (&)
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Over the lease terms

K F 8

2% to 5%, or over the lease terms, whichever is
shorter

200 = 50k H 4 F B - R A

20% or over the lease terms, whichever is shorter
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12.5% to 15%
12.5%% 15%

20%
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Leased assets

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing.

Assets held under capitalised finance leases are included in
fixed assets and depreciated over the shorter of the lease
terms and the estimated useful lives of the assets. The finance
costs of such leases are charged to the profit and loss account
so as to provide a constant periodic rate of charge over the
lease terms.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessee, rentals
payable under the operating leases are charged to the profit
and loss account on the straight-line basis over the lease terms.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis and, in
the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of
overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion
and disposal.
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Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash

RERASEEY

mEalengRms  RehBReFEVER

and cash equivalents comprise cash on hand and demand FRASLEHER  RBAZ-—RE=EAA
deposits, and short term highly liquid investments which are IR AERERSENBERCAEEEDEA
readily convertible into known amounts of cash and which are R/ NzRASERBMERE  RARERKEER

subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months when acquired,
less bank overdrafts which are repayable on demand and form
an integral part of the Group's cash management.

For the purpose of the balance sheet, cash and bank balances
comprise cash on hand and at banks, including term deposits,
and assets similar in nature to cash, which are not restricted
as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the balance
sheet date of the future expenditures expected to be required
to settle the obligation. The increase in the discounted present
value amount arising from the passage of time is included in
finance costs in the profit and loss account.
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Income tax iEEE

Income tax comprises current and deferred tax. Income tax is
recognised in the profit and loss account or in equity if it
relates to items that are recognised in the same or a different
period, directly in equity.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences:

except where the deferred tax liability arises from the
initial recognition of an asset or liability and, at the time
of the transaction, affects neither the accounting profit
nor taxable profit or loss; and

in respect of taxable temporary differences associated with
investments in subsidiaries and interests in joint ventures
except where the timing of the reversal of the temporary
differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable
future.

EHEeRAHRREMELTHRE - AEHNE
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Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax assets and unused tax
losses, to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences,
and the carryforward of unused tax assets and unused tax
losses can be utilised:

except where the deferred tax asset relating to the
deductible temporary differences arises from the initial
recognition of an asset or liability and, at the time of the
transaction, affects neither the accounting profit nor taxable
profit or loss; and

&%t (&)

EERAEERMEANRERZELREE A
ZHBEEANMBABR  AEHER - HEUAR
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BREEZEBAHRERER ZETEH A
BERIN : &

in respect of deductible temporary differences associated e MRMBARARIZRERGEAFIZERES
with investments in subsidiaries and interests in joint ZT?Dﬂﬁﬁﬁﬁﬁ-:ﬁﬁﬁ% BT IR & B2 A
ventures, deferred tax assets are only recognised to the ERNEZEREAA N BERARKED RAIEA

extent that it is probable that the temporary differences
will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences
can be utilised.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised.
Conversely, previously unrecognised deferred tax assets are
recognised to the extent that it is probable that sufficient taxable
profit will be available to allow all or part of the deferred tax
asset to be utilised.

RRATENARHERZRDRER -

BEXERBEEZRAENSEEE AR @ X
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EFRIREERE R LA B WERT A M &P A S E
DIRIEN IR E E R E) A B RER o

Deferred tax assets and liabilities are measured at the tax BEENBEEERBENEERERIARBERL
rates that are expected to apply to the period when the asset HEEHERATE  RRNEEAEHEXER

is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the
balance sheet date.
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Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with
ownership, nor effective control over the goods sold; and

(b) interest income, on a time proportion basis taking into
account the principal outstanding and the effective interest
rate applicable.

Employee benefits

Paid leave carried forward

The Group provides paid annual leave to its employees under
their employment contracts on a calendar year basis. Under
certain circumstances, such leave which remains untaken as at
the balance sheet date is permitted to be carried forward and
utilised by the respective employees in the following year. An
accrual is made at the balance sheet date for the expected
future cost of such paid leave earned during the year by the
employees and carried forward.

Employment Ordinance long service payments

Certain of the Group's employees have completed the required
number of years of service to the Group in order to be eligible
for long service payments under the Hong Kong Employment
Ordinance in the event of the termination of their employment.
The Group is liable to make such payments in the event that
such a termination of employment meets the circumstances
specified in the Employment Ordinance.

LON: 34

U A T 34 7 5 B 4 T ) T R 454
T F it 5 B T AR

7 25 K B

(@ KEEmHEE  WREEEZIERRLE
REBBEER > BASEYERE —RE
REGEREB EERICEERZAN

IR - &

(b) MEWA - Bﬁ&ﬁﬁ$%ﬁ& Az EBR
%JTHZE‘J'FﬁH:WJ%—'—u 5L

BERA

HEBF R
$$@@ﬁﬁﬁéﬁ§@ﬁiﬁﬁﬁk1ﬁ f 5F
B-EETERAT REEBNMARERZREAAR
HREE HABREEET —HEEEER - REE
B AEEeEERFRNZAREEZEFR
HiZ TREAR R AR —THE ST KIE -

1E 18 1R 0| R B IR 7% &
AREETEECEZETEEBRBHIMBRE 2R
BER  AEBRREERBEEAKLEZERIR
B WERBRZIRLNTARBERAIMREZ
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EREHEEBE (B)

Employee benefits (Continued)

Employment Ordinance long service payments (Continued)

A provision is recognised in respect of the probable future
long service payments expected to be made. The provision is
based on the best estimate of the probable future payments
which have been earned by the employees from their service
to the Group to the balance sheet date.

Retirement benefits scheme

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the "MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the profit and
loss account as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an independently
administered fund. The Group's employer contributions vest
fully with the employees when contributed into the MPF
Scheme, except for the Group’s employer voluntary
contributions, which are refunded to the Group when the
employee leaves employment prior to the contributions vesting
fully, in accordance with the rules of the MPF Scheme.

BE®A (&)

ER &0 RER B2 (&
AEEEREF A RAEAIN 2 RBRY E #
R—ERE ZARBREENREELAERRL
Z B AL A AR R BR 4 2 AR {51 AT BREUZ R
REBRBE Z2&ZSHEAE o

BIKE TGS
AEERERHIEAESFEGISESERSZ
BRI ERTES RIKEFIE 8l ([BEEE]) 2
BEEE-—EERHER BB E - HFTK
BREEAFM AN LLAE  UREBRES
B2 RPN BN ABER - RERFTEZE
ENEAKEZEEIRREE  YTHBUEEE
2EE - KBBBEFE 2GR BAKEREE
Z BB (R AT 1B B 1 (R 5K 2 2R B A Bl B A
SERRLDS AEEREZHRRABES
AHRRAN2HNAGFRERA




55 XIN CORPORATION LIMITED
BT B R =S = ¥ A R R &

NOTES TO FINANCIAL STATEMENTS
L i

31 March 2004

4.

—EEMFE=A=1—-H

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.

#£8% 2004 ANNUAL REPORT

EREHEEBE (B)

Employee benefits (Continued)

Share option scheme

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group's operations. The
financial impact of share options granted under the share option
scheme is not recorded in the Company's or the Group's
balance sheet until such time as the options are exercised,
and no charge is recorded in the profit and loss account or
balance sheet for their cost. Upon the exercise of share options,
the resulting shares issued are recorded by the Company as
additional share capital at the nominal value of the shares,
and the excess of the exercise price per share over the nominal
value of the shares is recorded by the Company in the share
premium account. Options which are cancelled prior to their
exercise date, or which lapse, are deleted from the register of
outstanding options.

Foreign currencies

Foreign currency transactions are recorded at the applicable
exchange rates ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies at the balance
sheet date are translated at the applicable exchange rates
ruling at that date. Exchange differences are dealt with in the
profit and loss account.

On consolidation, the financial statements of overseas
subsidiaries are translated into Hong Kong dollars using the
net investment method. The profit and loss accounts of
overseas subsidiaries are translated into Hong Kong dollars at
the weighted average exchange rates for the year, and their
balance sheets are translated into Hong Kong dollars at the
exchange rates ruling at the balance sheet date. The resulting
translation differences are included in the exchange fluctuation

reserve.

BE®A (&)
B 2

ZRNEEBEELERZAER2EASZERE
W REBREASIRIZBEREZMEZEL
B ARRRIZAKEEZEEARGR  BEEBR
RETERL BRERAEEABRALENR
HRA - REEREETER - BT ZROAXR
RERBRMD ZEELEASBIMIA - FREMNDZ
TEEBRBKRNEEZEHEANR A ARDE
Bk o RITEE B HAA0 S SH S 1R B 2 RE B R 1T
{66 8 PO & R M1 A B SC 8% o
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 4. EEEHBEME (&)

(Continued)

Foreign currencies (Continued) SN (E

For the purpose of the consolidated cash flow statement, the BmeReRERME  BINNBRARIZHER
cash flows of overseas subsidiaries are translated into Hong ERBENEBZEXRERET - BINHEBR
Kong dollars at the exchange rates ruling at the dates of the AREFEETHEECRERERFAZ NEF
cash flows. Frequently recurring cash flows of overseas HEXBERETT -

subsidiaries which arise throughout the year are translated

into Hong Kong dollars at the weighted average exchange

rates for the year.

SEGMENT INFORMATION 5. 2¥E&EH

Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by business
segment; and (ii) on a secondary segment reporting basis, by
geographical segment.

The Group's operating businesses are structured and managed
separately, according to the nature of their operations and the
products they provide. Each of the Group's business segment
represents a strategic business unit that offers products which
are subject to risks and returns that are different from those of
the other business segments. Summary details of business
segments are as follows:

(a) the toddler cars segment manufactures and trades
children’s ride-on cars featuring working horns and turning
wheels;

(b) the cycling segment manufactures and trades children’s
bicycles, tricycles and scooters; and

(c) the other toys segment comprises the manufacture and
the trading of pre-school toys, plastic utensils and other
fashionable toys.

In determining the Group's geographical segments, revenues
are attributed to the segments based on the location of the
customers, which are North America, Europe, Central and South
America, Asia Pacific region, Middle East and other regions.
Assets are attributed to the segments based on the location of
the assets.

DEERDEMELAZ®R : VF—HEHREE
DEEBHE  RNF_B2RELEDHEME D

#e

AEBEREXEBIRBERE 2 EB L R
HZERDIEBLER -AEESEBKHHE
REEQzZEBREREEMEL > B 2RAR R
BB DR RS EEBEC - B D E 25
BHRENT :

(@) BETEIBEERGAREREEREREE » &
MAEREZZ RN RATEE) s BEL

(b) WEBELIBEXBAREREEREER =
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5. SEGMENT INFORMATION (Continued) 5. 7EEN (&)
There are no intersegment sales and transfers among the EBoBvHBE  RHEREE -

business segments.

(a) Business segments (a) X2 HE
The following tables present revenue, loss and certain TREIAEBEREB IR ZKRA BER
asset, liability and expenditure information for the Group's ETEE BEERAXER -

business segments.

Group Toddler cars Cycling Other toys Consolidated
A%E BfE WEE Bt g4

2004 2003 2004 2003 2004 2003 2004 2003
“ERME —TT-F "RENE —TT-F —FRWE “TT-F -—FTINF —TT=F

HK$'000  HK$'000  HK$'000 ~ HK$'000 ~ HK$'000  HKS'000  HK$'000  HK$'000
TEn  ThAT TEx TEL  TEx  TERn  TEx  TEX

Segment revenue: AERA
Sales to external PREFZ
customers HER 11,078 15355 6,867 12,176 4,586 10,561 22,531 38,092
Other revenue A A 333 274 207 218 140 179 680 671
11,411 15,629 7074 12,394 4,726 10,740 23211 38,763
Segment results PEEE (7364)  (5779) (5593  (5091)  (3911)  (9518) (16,868)  (20,388)
Interest income and MEWAR
unallocated gains AP BN 897 4,405
Unallocated expenses AARAX (11,337)  (17,400)
Loss from operating activities 8% £ &1 (27,308)  (33,383)
Finance costs MBER (4951)  (5380)
Gain on debt restructuring, B B4 M
net of expenses (R ) - 77,031
Profit/(loss) before tax BREAER/(BR) (32,259) 38268
Tax TE 836 (836)
Profit/(loss) before Rt PBRRER
minority interests AR/ (B8) (3142) 37432
Minority interests SERRER 525 =

Net profit/(loss) from REEEARES
ordinary activities i/ (&)
attributable to shareholders %% (30,898) 37432
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5. SEGMENT INFORMATION (Continued) 5. 7EEN (&)
(a) Business segments (Continued) (a) ¥¥2E (&)
Group Toddler cars Cycling Other toys Consolidated
AEH BfE WEE Bt & &E
2004 2003 2004 2003 2004 2003 2004 2003

SEEMF “TTSF CPRMF -TISF SSEME CFISF SFEIME I
HK$'000 ~ HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
THn AR TER  TER  TER  TER  TER  TER

Segment assets NREE 6,278 7,291 5,285 7,799 6,224 7694 17787 22,784
Unallocated assets ROREE 87,995 86,167
Total assets BEE 105,782 108,951
Segment liabilities BN 5,865 6,277 4,156 6,127 4,830 6,044 14,851 18,448
Unallocated liabilities RORERE 81,593 101517
Total liabilities gafk 96,444 119,965

Other segment Eos

information: BH
Depreciation ik 950 928 1,592 1,670 1,231 1235 3,773 3,833
Unallocated amounts *oWeHE 6,831 10,963
10,604 14,796

Other non-cash LR e

expenses % 341 102 212 947 144 742 697 2,391
Capital expenditure ERRX 6 - 167 27 - 4 173 3]
Unallocated amounts ROEEE 685 893
858 924
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5. SEGMENT INFORMATION (Continued) 5. 7EEN (&)
(b) Geographical segments (b) HEDE
The following tables present revenue and certain asset TREJIAEBRMWESBIWARETE
and expenditure information for the Group's geographical EEFXER -
segments.
Group
558 Asia Pacic regon
Central and (including Hong Kong Middle East
North America Europe South America and Mainland China) ~~~ and other regions Consolidated
EXE
1M i GEEY) (BEERRMERE)  4RRAMME &&
1004 2003 1004 2003 2004 2003 2004 2003 2004 2003 2004 2003
CRERE CRRCF CREME CRICF CEREME CTRCE CERME CTRCF CERME CRRSE CERpE CRRE
HKS000 ~ HKS000  HKS000 ~ HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000 — HKSI000
T Ter  TEn TEn  TEn TR fAn TEn fEr TR TER TEn
Segment revenue: AERA -
Slestoetemd aomers AREFZEEE 4205 54 8315 139 3969 1051 481 9308 a0 23 2SI 3809
Group
558 Asia Pacic regon
Central and (including Hong Kong Middle East
North America Europe South America and Mainland China) ~~ and other regions Consolidated
EXE
1M i GEEY) (BEERRMERE)  YRRAMME &&
1004 2003 1004 2003 2004 2003 2004 2003 2004 2003 2004 2003
CRRME CRICE CREME CFRSF CRRME CRECF CERME CRICF CERME CRR-F CRIME CRACE
HKS000 ~ HKS000  HKS000 ~ HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000 — HKSI000
fhn o Ter  TEn TEn  TAn TR fAn o TEn  fEr . TEn  TER TER
Other segment information:  AEER -
Segment assefs HERR W 2% 38 269 8 105069 108297 0 10578 10895
Cepitl expendire BRRR 858 o 858 o
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EXRERBA

Turnover represents the net invoiced value of goods sold, after

allowances for returns and trade discounts.

An analysis of turnover, other revenue and gains is as follows:

Turnover
Sale of goods

Other revenue
Interest income
Other

Gains

Revaluation surplus on land
and buildings

Exchange gains, net

Write back of provision for bad
and doubtful debts

Waiver of accounts payable

Waiver of interest accrued on
finance leases

Waiver of a director's remuneration
accrued (note 9)

Hp e A
B WA
Hit

i 22
THREFZ
B AR
B s - FER
AERBERED

AR %
BB 2 Eat
MEF %

iz —UEEMeHE

(Bt 5£9)

EXBECNREERBEZT N2 ELENER

HME -

ERE HitWARKESTAT :

2004 2003
—gemE —TT=F
HK$'000 HK$'000
T THT
22,531 38,092
15 78

509 921

524 e

- 82

28 124

53 435

832 1,922

140 109

- 1,405

1,053 4,077
1,577 5,076




S§ XIN CORPORATION LIMITED
BT B R =5 = ¥ 5 R R =

NOTES TO FINANCIAL STATEMENTS

BY %5 R AR M A

31 March 2004 =—EEWMF=A=+—A

7. LOSS FROM OPERATING ACTIVITIES

REXBER

#£8% 2004 ANNUAL REPORT

The Group's loss from operating activities is arrived at after

charging/(crediting):

Cost of inventories sold
Depreciation (note 14)

Provision for bad and doubtful debts:

Trade receivables
Other receivables

Minimum lease payments under
operating leases in respect of
land and buildings

Auditors’ remuneration

Staff costs (excluding directors’
remuneration — note 9):

Wages and salaries
Retirement benefits scheme
contributions

Exchange gains, net

Revaluation deficit/(surplus) on land

and buildings
Provision for inventories
Loss on disposal of fixed assets

BEEFEKA
e (ME14)
RIERBME
B U E 5 IR 5K
H ftb & U 5ROR

ERLHEEFLES
MEETZ
xEHEL

% 2B B &

EIRATRIEES
e — HiFEo) -

TEEE®
BRREF AT I 5X

B e - FER

T REF
BB (BR)
FREZEE
HEBEEERBR

Cost of sales includes approximately HK$10,917,000 (2003:
HK$18,145,000) relating to staff costs and depreciation which
are also included in the respective total amounts disclosed

separately above for each of these types of expenses.

At 31 March 2004, the Group had no forfeited contributions
available to reduce its contributions to retirement benefits

schemes in future years (2003: Nil).

AEBEREXBEREME, GIA) AT ZE

2004 2003
HK$'000 HK$'000
FER FET
14,444 22,657
10,604 14,796
- 1,556
B 307
- 1,863
41 407
800 750
7,841 10,841
171 153
8,012 10,994
(28) (124)
697 (82)
- 528
81 —

HEXRABEEBEIRARITE X4
10,917,000 L (ZEZE =4 : 18,145,000 /&
) ERER EXEEANRSYDRIHE 2 B

R

R-ZTWPF=ZA=1t—H AEETEDRK

it
TT=F )

A R R F EHRGE KR AR 8 2 R (=
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8. FINANCE COSTS 8. MBEAR
Group
rEE
2004 2003
—EENE 2 —TT=F
HK$'000 HK$'000
FTEx FET
Interest on bank loans, overdrafts HARAFANEZHEEZ
and other loans wholly repayable RITER - BEXX
within five years HaERFE 4,222 4,701
Interest on convertible note BMRERRESFE
and bonds 705 574
Interest on finance leases BMEBENNE 24 105
4,951 5,380
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9. DIRECTORS' REMUNERATION

#£8% 2004 ANNUAL REPORT

EEME

Directors' remuneration for the year, disclosed pursuant to the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited and Section 161 of the Hong Kong
Companies Ordinance, is as follows:

Fees: e
WITES
Independent non-executive directors B FEHITE S

Executive directors

Other emoluments of executive WMITES2HM
directors: % :
Basic salaries, other allowances EAFHS  Ha 2K
and benefits in kind EY A=

Retirement benefits scheme
contributions

The remuneration of all directors fell within the band of nil to
HK$1,000,000 for the years ended 31 March 2004 and 2003.

There was no arrangement under which a director waived or
agreed to waive any remuneration during the year. During the
year ended 31 March 2003, a director waived his remuneration
of HK$1,405,000.

LN R R VRS

BEEBMERIMERAAZSF LMARE
BRARGIE161RRECAFEEEMEFEN
T

Group

TEE
2004 2003
“BEME _TT=F
HK$'000 HK$'000
FHET FETT
240 220
240 220
1,344 1,500
67 72
1,411 1,572
1,651 1,792

HE-_ZTEMER-_ZTTE=F=ZFA=+—HItF
B -FBEEZEZM&H N TZZE1,000,0008 T2
HERIA o

AREEATEESEHRENS R EZRNENE
LB BE_ETE=F=A=T—HILEE -
—ZEEZRREME 1,405,0008 T °
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9. EEM<E (&)

10.

During the year, no emoluments were paid by the Group to
any of the directors as an inducement to join, or upon joining
the Group, or as compensation for loss of office (2003: Nil).

FIVE HIGHEST PAID EMPLOYEES

FR - AEERERTAESINMEERRS
WEMAREBINBEFMARNEER NS
SEEBBEE(CST=F &) -

10. AV RS HESR

The five highest paid employees during the year included four
(2003: two) directors, details of whose remuneration are set
out in note 9 above. Details of the remuneration of the
remaining (2003: three) non-director, highest paid employee
for the year are as follows:

A% &
BN
LN R R

Basic salaries, other allowances and
benefits in kind

Retirement benefits scheme
contributions

The remuneration of all non-director, highest paid employees
fell within the band of nil to HK$1,000,000 for the years
ended 31 March 2004 and 2003.

During the year, there were no bonuses paid to or receivable
by any of the five highest paid employees of the Group (2003:
Nil). No emoluments were paid by the Group to any of the
five highest paid employees as an inducement to join, or
upon joining the Group, or as compensation for loss of office
(2003: Nil).

- HARRL R

FAZANERFHFEEZT @ AN (ZFTT=F:
M) REE  REZMEHIBFC IR LXK T
9o BT (ZFT=5F: =) FEFZFIHE
BZMEHBOT :

Group

rRHE
2004 2003
—BENFE _—TT=F
HK$'000 HK$'000
TR TET
247 833
12 42
259 875

HE - ZTENEN_—_ZTE=F=F=1+—HItF
B EHEEZ2EaHFEEZHMEHONTERE
1,000,000/ 70 < 48 R A ©

FA - AKRERERENAURSHEE (ZET
=F  8) INREAEMEL - NEEBERT
AN EEHEEINME ARSI KENEELE
B EAMBEAEER 2 R BEBHECTE
=F :|)o
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11. TAX 11. Bi1E
No Hong Kong profits tax has been provided as the Group did HRFATEREEEZERRTAEN  HAEHE
not generate any assessable profits arising in Hong Kong during WERBEMNEHEE (ZET=F : &) - RE
the year (2003: Nil). Taxes on profits assessable elsewhere foe v BRBUAMRIE - ERBEABZRITE
have been calculated at the rates of tax prevailing in the Bl - TRKEN  BAEERLEXEH BERZH
countries in which the Group operates, based on existing REt&E o

legislation, interpretations and practices in respect thereof.

2004 2003
—EENE —TT=F
HK$'000 HK$'000
THER FHET
Group: AEE -
Deferred tax credit/(charge) EEFERER, (FAX)
(note 24) (PFf7E24) 836 (836)
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1. B\ (&)

A reconciliation of the tax credit/(expense) applicable to profit/

(loss) before tax using the statutory rates for the countries in
which the Company and its subsidiaries are domiciled to the

tax credit/(expense) at the effective tax rates are as follows:

Profit/(loss) before tax
Tax at the applicable tax rates

Income not subject to tax

Expenses not deductible for tax

Tax losses utilised from previous
periods

Tax loss not recognised

Tax credit/(charge) at the Group's
effective rate

BRBATE A, (E1R)

BERBRFE ZHA

BARBBA
AR HI#E F X
) A AE R 2
B &R
AERMBER

BEAKEERREFE
ZBREREE S (FX)

12. NET LOSS FROM ORDINARY ACTIVITIES ATTRIBUTABLE

TO SHAREHOLDERS

RBAR T RAKEA AR AR 2% B
B2 BB AER (BR)E A2 BARE/ (B
%) RERERHEH A2 HER B,/ () 2 1K
m :

Group
TEE
2004 2003
“BEME _TT=F
HK$'000 HK$'000
T FHT
(32,259) 38,268
5,645 (6,123)
1,564 8,856
(192) (1,522)
88 12,296
(6,269) (14,343)
836 (836)

12. RREEBEEXZBERFR

The net loss from ordinary activities attributable to shareholders
for the year ended 31 March 2004 dealt with in the financial
statements of the Company, was HK$7,853,000 (2003:

HK$49,662,000).

RARBDYBEREANREBEZHE —_ZTZTNF
A=+t HUHFEZRREEBBEKEEF
¥4 57,853,000 70 (ZZE =4F : 49,662,000/8
JT) °©
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13. EARNINGS/(LOSS) PER SHARE 13. BRERA (FB)

The calculation of basic loss per share is based on the net
loss attributable to shareholders for the year of HK$30,898,000
(2003: net profit of HK$37432,000), and the weighted average
of 728,666,188 (2003 (restated): 236,329,878) ordinary
shares in issue during the year, as adjusted to reflect the open
offer during the year.

Diluted loss per share amount for the year ended 31 March
2004 has not been disclosed as the convertible note and
bonds outstanding during the year had anti-dilutive effect on
the basic loss per share for the year.

Diluted earnings per share amount for the year ended 31
March 2003 has not been disclosed as the share options and
convertible note and bonds outstanding during that year had
no dilutive effect on the basic earnings per share for that year.

BREABEIREAFEZREELEBRFE
30,898,000 T (Z 2 T = F : & 7 )F &
37,432,000 7C) R K ABUARMAFFETZA
RBEEFAEBERTEBERME T AH
728,666,188 (T T =F (K EF) :
236,329,8780%) 5t & -

RREBEE_TENF=A=1T—HIEFEHKIT
FEARBRREREFEAFECEREANBERA
REBEEXE HUIBRBEAFELEREES

18 e

RREBE_TE=F=A=1T-HIEFERHRKIT
ERERELIAREREIESFHZFEZERA
ABNARBEYE  QUBREZFEZLER
HBERR -
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31 March 2004

BY %5 R AR M A

—EEMFE=A=1—-H

14. FIXED ASSETS 14. BE&EE
Group KE
Furniture,
Medium term fixtures,
leasehold Moulds, equipment
land and Leasehold plant and and motor  Construction
buildings  improvements machinery vehicles in progress Total
hHEE BE BE.  BK#H-KE.
IHRET NELE BERHM RERAE ERIE BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR
Cost or valuation: RAGME
At beginning of year £9 76,150 22,574 88,175 4,630 32,288 223817
Additions iE] /N - 156 337 365 = 858
Deficit on revaluation ELRYop (3,960) - - - - (3,960)
Disposals mE - (110) - (19) - (129)
At 31 March 2004 RZFEME
=A=t-H 72,190 22,620 88,512 4976 32,288 220,586
Accumulated depreciation ZRMER
and impairment; BE -
At beginning of year £9 - 21,946 68,924 3,501 32,288 126,659
Provided during the year ENER 2,858 509 6,645 592 - 10,604
Reversal upon revaluation ELRY3:{E) (2,858) - - - - (2,858)
Disposals mE - (44) - (4) - (48)
At 31 March 2004 RZEEME
=A=t-H = 22411 75,569 4,089 32,288 134,357
Net book value: BREHE -
At 31 March 2004 RZFZME
=A=t-H 72,190 209 12,943 887 = 86,229
At 31 March 2003 R-FF=F
=A=t-H 76,150 628 19,251 1,129 = 97158
Analysis of cost or valuation: RS EEA :
At cost AR AR E - 22,620 88,512 4,976 32,288 148,396
At 31 March 2004 et 3k
valuation =ZA=t-H
L3R 72,190 - - - - 72,190
72,190 22,620 88,512 4976 32,288 220,586
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31 March 2004 =—EEWMF=A=+—A

14. FIXED ASSETS (Continued) 14. BEEE (&)
Company RN F]
Furniture,
fixtures,
equipment
and motor
vehicles
BRI £E -
RERAE
HK$'000
FET
Cost: DN
At beginning of year and FMER_ZETMNF=A=+—H
at 31 March 2004 615
Accumulated depreciation: RIEHE -
At beginning of year F 1) 381
Provided during the year FREE 193
At 31 March 2004 R_ZFEMF=A=+—~H 574
Net book value: FREHE :
At 31 March 2004 R_ZFEMF=A=1+—~H 41
At 31 March 2003 R_ZFE=F=A=t+—~H 234
All the Group's medium term leasehold land and buildings are AEBZHFHEELHRBF 2 HUREAR N
situated outside Hong Kong. All the Group's leasehold land he RZTTNF=A=+—H BIUEXELE
and buildings were revalued by Knight Frank Hong Kong Limited, RIGEMTRS (BER) ARARIBRNEEENR
a firm of independent professionally qualified valuers, on a HE BHAEECAAHELHMRETF  HE
depreciated replacement cost basis as at 31 March 2004 at H1MEA/72,190,0008 T (ZZ2EZE=F :
HK$72,190,000 (2003: HK$76,150,000). 76,150,000 7T) ©
For the current year, a total revaluation deficit of HK$697,000 RAEER BB B%E697,000/8 T 5 E R
representing the shortfall of the revalued amounts under the BEEERE ELHSEEL  CRERMEEZE
then carrying values of the revalued assets, on an individual ¥ BIBRENR - F—FF 82,0008 TERG
asset basis, has been debited to the profit and loss account. ARG E O AR E AL SEEE
In the prior year, a total revaluation surplus of HK$82,000 TEH DRERNESEZEE . REXESA
representing the excess of the revalued amounts over the BE o

then carrying values of the revalued assets, on an individual
asset basis, was credited to the profit and loss account.
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14. FIXED ASSETS (Continued)

BY %5 R AR M A

31 March 2004 =—EEWMF=FA=+—A

14. BIEEE (&)

A total revaluation deficit of HK$405,000 (2003: HK$42,000)
representing the shortfall of the revalued amount under the
then carrying value of certain revalued assets, on an individual
asset basis, has been debited to the fixed asset revaluation
reserve.

Had the Group’s revalued leasehold land and buildings been
stated at cost less accumulated depreciation, their carrying
amounts would have been approximately HK$57,907,000
(2003: HK$60,665,000).

Certain leasehold land and buildings with an aggregate carrying
value of HK$43,700,000 (2003: HK$45,400,000) at 31 March
2004 were pledged to secure bank borrowings advanced to
the Group as set out in note 19 to the financial statements.

Pursuant to various sale and purchase agreements (the “S&P
Agreements”) entered into between the Group and an
independent third party, during the years 1998 and 1999, the
Group acquired certain leasehold land (the “Land”) in Mainland
China with a carrying value of HK$28,676,000, (2003:
HK$29,000,000) at 31 March 2004. Pursuant to the S&P
Agreements, the Group is required to pay annual fees of
HK$118,000 in respect of the Land commencing from 2008
up to 2048 with a 20% increment for every five years starting
from 2008.

The Group has not yet obtained the land-use rights certificate
for the Land. Having consulted with the Group’s Mainland
China lawyers, the directors considered that the Group has the
right to use the land. After the payment of a land premium of
approximately HK$10.4 million and attending the necessary
administrative procedures, the Group should be able to obtain
the land use rights certificate for the Land.

EHE AL R EE405,0008 7T (ZFZ = F : 42,000
B NEERETEREERABEZEGRSHE
o BRENEEZREE  ABETCEEEHER
Mk o

WAEBREGZHAELTHEEFTUR KR ERE
ESIER - AERBEERLA57,907,0008 T(=
ZE=F : 60,665,000 TT). °

B MR T 10FTE - AEBERBETR=Z
TME=A=+—HRMAEBMEZE43,700,000% T
(ZZT =4 : 45,400,000/ 7T) 2 HE+ it 12
FEAURGE FASBE ZRITER

—NMANEER—AANFHRB  BREASE R
BUF=EIUZ2ZHEEHZ([EE HE]) -
AEERPEAMKESE THELH ([&ZL
) ZIHR _FETNFEF=ZA=+—HZEA
/528,676,000 L (Z 2T =4 : 2900000@%

)  cBEBEEERZ AT /\EFHRHBEZE
mMNFRL $%@M%%im§ﬁiﬁnsmo
B WEBZTENFEERFIEN20% °

AREBYAGRZ L ES T MERES - £ H
AEBHBEME  EERA - AKBEHEFE
FAZ Lt i o R L5 {8 49 10,400,000 7T &
MEMEZTRFER  ASERABHNZ L
Z L EFAREE -
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15. INTERESTS IN SUBSIDIARIES

15. RINB QA 2 E&

Unlisted shares, at cost

Less: Provision for impairment O ERE
Due from a subsidiary LNE=PNCIEA
Less: Provision o B

The amount due from a subsidiary included in the Company's
current assets is unsecured, interest-free and has no fixed

terms of repayment.

JEEmRAD - AR AER

Company
NN

2004 2003
HK$'000 HK$'000
FER TET
68,709 68,709
(68,709) (68,709)
200,204 189,618

(167,530) (167,526)

32,674 22,092

32,674 22,092

AARRBZRBEEZHME AR RFKAEE
W REREERTEERY -
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15. INTERESTS IN SUBSIDIARIES (Continued)
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NOTES TO FINANCIAL STATEMENTS
B 7% R YA

31 March 2004

15. RMBAR 2R (48)

—EEMFE=A=1—-H

Particulars of the Company's principal subsidiaries are as

follows:
Place of
incorporation/
registration
Name and operations
B3 5
=E REBHH
Hung Cheong British Virgin
Holdings Limited Islands (“BVI")/
Hong Kong
HEERARAA EBRAHE/
b
Able Market Profits Limited BVI
HERLES
Xin Toys Factory Limited BVI/
(Formerly Hung Cheong Hong Kong
Toys Factory Limited)
#elin AR A R A A EBRABE/
(R B &3t A A RAQ A b
Hung Cheong Toys Hong Kong
International Limited
(HHCT")
BB

HEIABEAR A A
([ &

Nominal

value of issued
ordinary

share capital
BRTZ
ERRBRAEE

Ordinary
US$2,004

TR
2,004% 7T

Ordinary
US$1
1€ 7T

Ordinary
US4

Ordinary
HK$1,000
Non-voting
deferred
HK$200,000*
1,000/ 7T
BERER
BER R
200,000/8 7T *

ARBEEMBEARIZERMT :

Percentage of
equity attributable
to the Company

RQ T EAL
BRAEZA DL
Direct Indirect

B i 5

100 -

100 -

- 100
- 100

Principal
activities

TEEK

Investment
holding

REZRK

Investment
holding
& &R

Manufacturing
and trading of
toy products
It B E m

Dormant

TEXY
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15. INTERESTS IN SUBSIDIARIES (Continued) 15. RMBLARZER (&)
Place of Nominal
incorporation/ value of issued Percentage of
registration ordinary equity attributable Principal
Name and operations share capital to the Company activities
B3z 5 R B#TZ XA EA
=L REEM R EERKRAEE REEZBED L TEXH
Direct Indirect
BEE e %

Xin Toys International Limited Hong Kong Ordinary - 100 Trading of

HK$2 toy products

el AEBRAR A A BB L EEmMAEM
27T

Huang Chiang Chen Hong Kong Ordinary - 100 Property

Hung Cheong Plastics HK$1,000 holding
Factory Company Limited Non-voting
deferred
HK$10,000*

BLERESZERBM BB ERELs MERH
BRAA 1,000 7T
BERER
BER
10,0007 7T *

Gadgets Yard Limited Hong Kong Ordinary - 51 Trading of

("Gadgets Yard") HK$10,000 toy products

REFRA A b L EEmMAEM
([7R%]) 10,0007 7T

Xin Procurement & Singapore Ordinary - 51 Supply of

Trading Pte. Ltd. S$2 equipment,

("Xin Procurement”) goods and

services for

vessels

03 L HERFBEH

2% I3 7T Bfl - Em

K AR5
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31 March 2004 =—EEWMF=FA=+—A

15. RMBAR 2R (48)

16.

*

The non-voting deferred shares carry no rights to dividends other
than a fixed non-cumulative dividend at the rate of 5% per
annum on the excess of the net profit over
HK$1,000,000,000,000 that the company may determine to
distribute in respect of any financial year. On a winding-up, the
holders of the non-voting deferred shares are entitled, out of
the surplus assets of the company, to a return of the capital
paid-up on the non-voting deferred shares held by them, after a
total sum of HK$1,000,000,000,000 has been distributed in
such a winding-up in respect of each of the ordinary shares of
the company. Save as described above, the holders of the non-
voting deferred shares are not entitled to any participation in
the profit or surplus assets of the company and shall not be
entitled to receive notice of or to attend or vote at any general

meeting of the company.

The above table lists the subsidiaries of the Company which,

in the opinion of the directors, principally affected the results

for the year or formed a substantial portion of the net assets
of the Group. To give details of other subsidiaries would, in

the opinion of the directors, result in particulars of excessive

length.

INVENTORIES

*OEREERTEROZFEE A AREUBARRNE
BB+ 2R B A 88 R T 125% & R R & 8 1
Sis 71 % 28 1,000,000,000,0007 7t 2 2158 2 [E /& 3F
ZRKRE BRIz BERZRETRMHEFEA
ERWMRE - FRN - ERZREERMHESR
AEERAASRETEARE DR A& H
1,000,000,000,000/ L1  IRIBRERB 2B
SRETERGD  BEARIZESREETEEEESA
ER R LRI BEREERETEROITEA
ERSZNAIZBMIFIREE  RRTEER
RARZRRAGEE  IHEZEASUES

ERE-

HERA  LRFNZADANBAAERER
IREELIEYE SBNAEEEETEY
TEHH - HERA FAHAKHEBELAEEK
BEBATE -

Raw materials JRE
Work in progress = X i
Finished goods K m

The carrying amount of inventories carried at net realisable
value included in the above balance was nil (2003: HK$67,000)
at the balance sheet date.

16. B &
Group
TEE
2004 2003
“BEME _TT=F
HK$'000 HK$'000
FET FETT
2,101 1,943
484 43)
2,450 4,016
5,035 6,391

NEEH Lill&EBeRTEATEEFEAR
Z2EEZREE(ZTEZT =F : 67,00087T) °
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17. ACCOUNTS RECEIVABLE 17. BUERR
The Group's trading terms with its customers are mainly on BREEF—RTBEEEMNREIN  AEEREETF
credit, except for new customers, where payment in advance ZEBSBRFUEERE EEH—KRAHE—E
is normally required. The credit period is generally for a period A MEERXFAUAERE=EA - BE2EF,Y
of one month, extending up to three months for major ERaEERE =mREEESTHRAANE
customers. Each customer has a maximum credit limit. Overdue B o

balances are reviewed regularly by senior management.

An aged analysis of the accounts receivable at the balance REER @ mEZBPRBGREER 2 EYRERR
sheet date, based on invoice date, and net of provisions, is as REc DT T
follows:
Group
rEE
2004 2003
—EEME —TT=F
HK$'000 HK$'000
THER FHET
Within 30 days 30HA 1,148 1,018
31 to 60 days 31E60H A 209 106
61 to 90 days 61Z90H A 68 1
91 to 180 days 91Z£180H A - 436
Over 180 days #3180 H - 15
1,425 1,576
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18. ACCOUNTS PAYABLE

S§ XIN CORPORATION LIMITED
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NOTES TO FINANCIAL STATEMENTS
B 7% R YA

31 March 2004 =—EEWMF=FA=+—A

18. B IR

An aged analysis of the accounts payable at the balance sheet

date, based on invoice date, is as follows:

Within 30 days
31 to 60 days
61 to 90 days
91 to 180 days
Over 180 days

308 A
31E60HA
61290H
91Z180H K
i@ 180H

REEH  REZBPZEHMKRFEKEK D0

T

Group

rEE
2004 2003
—eEmE ~TT=F
HK$'000 HK$'000
TERT TR
822 336
1,305 404
179 247
132 206
9,101 11,444
11,539 12,637
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19. INTEREST-BEARING BANK AND OTHER BORROWINGS 19. AN FE 2 B 176K H 8=
Group Company
r5E KAF
2004 2003 2004 2003
—ERNE —TT=-F —_FEENMF —TT=F

HK$'000 HK$'000 HK$'000 HK$'000
FTERx TAT FTEx TAT

Bank loans — secured RITE R — B 24,299 26,869 - =
Other loans — unsecured H B 5 — EIH - 20,400 - 20,400
24,299 47269 - 20,400

Current portion of finance lease BVHIZ D v B G E

payables (note 22) &I (Mt 5 22) - 966 - -
24,299 48,235 - 20,400
All the Group’s bank loans and other loans at 31 March 2004 R-ZZEZEMFE=A=+—BAREEZMERTE
are repayable within one year or on demand. REEMERIREAR —FRNERXEERE
3% o
At 31 March 2004, the banking facilities of the Group were R-ZZEZEMF=A=1+—0 AEEZRITRE
supported by: AT RBERER
(i) certain leasehold land and buildings of the Group in () AEERMEAELA43,700,0008 T (=TT =
Mainland China with an aggregate carrying value of % : 45,400,000/&7C) 2 & THE AMEE T
approximately HK$43,700,000 (2003: HK$45,400,000) R BT (f3E14) © R
(note 14); and
(i) corporate guarantees executed by certain subsidiaries of (i) XARETHERRIIEL 2 RRIER -

the Company.
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20. LOANS FROM A SHAREHOLDER 20. " URFRREHEZER
The loans from a shareholder are unsecured, bear interest at *ﬁﬁﬁ%?‘i’rf ZERNGEER  FERBEES
the prime lending rate in Hong Kong plus 3% per annum and RBEERMXMIERNEREFEE -
are repayable on demand.
Subsequent to the balance sheet date, the shareholder has REERE  ZRERAHFIGERFEER_-Z
undertaken that it will not demand the Group to repay partly TRAF+A=T—HRAEBER X 2R TAE
or wholly of the loans advanced to the Group before 31 B &3 (i F2(c))
October 2005 (note 2(c)).

21. LOAN FROM A MINORITY SHAREHOLDER 21, —UPHRRBEMHZEX

The loan from a minority shareholder is unsecured, interest-
free and has no fixed terms of repayment.

—ROBRERE I ERYEER - L REE
RN -
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22. FINANCE LEASE PAYABLES 22. ENMEHRANRE
The Group leased certain of its plant and machinery, and REAFEEAR AEBEBEEETHRE - #5809
motor vehicles during the year and these leases were classified B HEHAOBIERERLD -

as finance leases.

The Group had fully settled the finance lease payments during RAFEERN AEEEZEEREHEE MR
the year and had no future lease payables under finance leases —EEMFE=A=+—H TEREEHTZAH
at 31 March 2004 as follows: BRENESMAT
Group
rEE
Present value of
Minimum lease minimum lease
payments payments
EARERES EABEESRE
2004 2003 2004 2003

—EENE —TE-F —EENE —TET-F
HK$'000 HK$'000 HK$'000 HK$'000
FTHET FET FTHET FAT

Total minimum R—FRNER
finance lease payments HKEREHeERE
payable within one year - 990 - 966
Future finance charges ARBEER - (24)
Total net finance lease FEf B E A RIB
payables FEEE - 966
Portion classified as current SRR BERD
liabilities (note 19) (B 5E19) - (966)
Long term portion RS - -
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23 IRREERES
ARBEHTNIAREZEELES

23. CONVERTIBLE NOTE AND BONDS

The Company had the following outstanding convertible note
and bonds:

() REBEASERANEEZEEERRT (TR

(i) Pursuant to a bank compromise agreement entered into

by the Group and the Group's Hong Kong bankers (the
“Bank Group”) on 1 February 2002, the Bank Group was
issued convertible bonds with an aggregate principal
amount of HK$6,500,000 by the Company on 16 May
2002, as part of the consideration for the releasing and
discharging of the Group from all of its obligations and
liabilities in respect of its bank borrowings advanced by
the Bank Group. The convertible bonds bear interest at
the rate of 5% per annum and are repayable by three
equal instalments on each anniversary of the issue of
convertible bonds. The interests are payable semi-annually.
The first and second instalments were settled by the
Company on 16 May 2003 and 16 May 2004, respectively.
The third instalment of the convertible bonds are repayable
on 16 May 2005, subject to terms and conditions pursuant
to the convertible bonds instruments which the Company
is presently unable to meet. Accordingly, the convertible
bonds have been considered by the directors to be
repayable on demand and have been classified as current
liabilities in the balance sheet as at 31 March 2004,
Pursuant to the convertible bonds instruments, the
convertible bonds are convertible to the shares of the
Company at a conversion price of HK$0.01 per share at
any time during the period from the issue date up to and
including 16 May 2005. As a result of the completion of
the share consolidation on 30 December 2002 and the
open offer of the Company's shares on 23 September
2003, the conversion price of the convertible bonds was
adjusted to HK$0.2432 per share. The Company may at
any time, after the issue of the convertible bonds, redeem
all or part of the convertible bonds at a value equivalent
to 105% of the outstanding principal amount of the
convertible bonds.

BN —_ZZ_F_A— B ZRTEZ®H
W BER_ZT_FRA T+ BEARRD
A # 1T AN & #4258 6,500,000/ T 2 A 2 % (&
5 EREBRKBRASEHRBEERT 2R
TERMEAREZZ2BEARABZHI R
B ZABRKREFFESE - FHH = HRA
BREFBTHREBEBEEZHEERE - FIEF
EEIAF—R - EHRE_BHHAQA D
RZEZE=FRA+"AR=-_ZETENFAHA
TABEE -ABRRESHF2FE=HHREAR
—ZEERFRA+BEE  HEAFEAR
MRAEF IR TE 2 ER R AGH R A R IR AR
EREGRRIGEHE) - At - EFRRATREK
BEFBEERKEEAE RZTTMFE=A
S+—BZEERBERAYERRBEE -
BEBRBRESRXE  IRREFATRET
HREZ(kBIE) —TETERFAAT+AALE
HE AR ABROOIBITZ A REL LA
RKARRG - ARE_BEZE_F+-_A=+
BERBEHAHRE-_EE=FLA_-1+=
HEKAABRERABIRG  I2RERZ
HRB|ECABREEGR0.24328 T - AR AT
RABRRESFETRERERAERATRRE
HFAREERS 1050 BEBERRRESZ
FiBESE D o
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23. CONVERTIBLE NOTE AND BONDS (Continued)
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23. TRREBRES: (&

(it)

Pursuant to a compromise agreement entered into
between the Company and an entity (the “PRC Entity")
owned by the local government in Mainland China in
respect of the settlement of its claim, the PRC Entity was
issued a convertible note in the principal amount of
HK$16,000,000 by the Company on 30 July 2002. The
convertible note is repayable on the second anniversary
of its issuance and bears interest at 3% per annum,
payable semi-annually. The convertible note is convertible
to shares of the Company at a conversion price of HK$0.01
per share at any time during the period from the issue
date up to and including 30 July 2004. As a result of the
completion of the share consolidation on 30 December
2002 and the open offer of the Company's shares on 23
September 2003, the conversion price of the convertible
note was adjusted to HK$0.2432 per share. The Company
may at any time, after the date of issue of the convertible
note, redeem the whole or any part of the convertible
note at par value.

Convertible bonds issued BIITREZ

to the Bank Group repayable JEZKEE

on demand ]k E S
Convertible note issued BIITHPEMEZ

to the PRC Entity repayable AR—FAEBERZ
within one year AR EE

NERRBBEZHD

Portion classified as current
liabilities

Non-current portion

(i) REARRE-—FKBPEANMBNES 2E
F([PEPE])REEERET L2 ZHH
o HPECER-_TTE-_FLA=THER
AR 1T % 516,000,000/ 7T 2 A R =
B ZAMRREBRANBETRE_RF A
B FEAFBEIE B¥FIMN—K-T
BRREBEARBTABHESE (REE)ZEE
ME+ R =118 189 AR A SRR 0.0178
TZABEBERBEAARRRRG - AREZT
T-FFT A=+ HEARGEHRE=T
E=ZFNAFTZHERARAABREALARARK
- AIRREFCHBRECEAEEZESR
0243287 c AR A A RAI KR EREITH
HeERRAEBERL I RRER B HT
A&7 o

2004 2003
“BEME _TT=F
HK$'000 HK$'000
4,333 6,500
16,000 16,000
20,333 22,500

(20,333) (6,500)
- 16,000
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24, EEHIE

The movements in deferred tax liabilities during the year is as
follows:

BEEHRBABENAFREZEBHNT :

Deferred tax liabilities EZEBBEEE
Group 2004 2003
FEE —zemE —zz-g
HK$'000 HK$'000
FER FHET
At beginning of year F 1)) 836 -
Deferred tax charged/(credited) RAFEEZBREENR,
to the profit and loss account (ANBR) 2 B 1A
during the year (note 11) (B &ETT) (836) 836
At 31 March 2004 R-_ZETMEF=A=+—H - 836

The Group's deferred tax provision at 31 March 2003 comprised
mainly the effect of accelerated tax depreciation.

The Group has tax losses arising in Hong Kong of
HK$37,984,000 (2003: HK$27,887,000) that are available
indefinitely for offsetting against future taxable profits of the
companies in which the losses arose. Deferred tax assets have
not been recognised in respect of these losses as they have
arisen in subsidiaries that have been loss-making for some
time.

The Company had no unprovided deferred tax at the balance
sheet date (2003: Nil).

REERBBEE 2 HIARER37,984,0008 T
(ZZTT =% :27,887,000/870) * AJ &R FE
R EEB AR ZARERT RN - XEE
VTERZEEERAELEHEEE ARSEBR
THESSEEBEELWBRAREE -

GEHE - ARRIREIAAREBELENA (=
FE) -

«HF’%
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25. SHARE CAPITAL 25. KRR
2004 2003
—EENE —TT=F
HK$'000 HK$'000
FER FAT
Authorised: EERA
10,000,000,000 10,000,000,000 /%
(2003: 1,500,000,000) (Z T =4 : 1,500,000,0008%)
ordinary shares of HK$0.01 each ERMmECOIB T EBI 100,000 15,000
Issued and fully paid: EETRBRRA
1,102,720,190 1,102,720,190/%
(2003: 215,525,638) (ZZTZT =% :215,525,6388%)
ordinary shares of HK$0.01 each ERMmECOIB T LB 11,027 2,155

The following changes in the Company's authorised and issued

share capital took place during the years ended 31 March
2003 and 2004:

0)

(it)

On 6 May 2002, the convertible note of HK$3,000,000
issued to Join Asia Enterprise Limited, an independent
third party not connected with the Group, was converted
into 200,000,000 ordinary shares of HK$0.01 each in
the Company at a conversion price of HK$0.015 per share.
The excess of the principal amount of the convertible
note upon conversion over the nominal value of the shares
issued, amounted to HK$1,000,000, was credited to the
share premium account.

Pursuant to an ordinary resolution passed at a special
general meeting held on 13 May 2002, the authorised
share capital of the Company was increased from
HK$100,000,000 to HK$300,000,000 by the creation of
an additional 20,000,000,000 shares of HK$0.01 each.

ARBAZEERBBETRANRBE_ZTT=FR
—EENF=A=+—HUEFEZEHUT:

() RZZEZE-_FHANH BEArAEEHEHE
CEBYFE=FETrEBRARERT L
3,000,000/ T A] AR EH AT IR0.0158 7T
ZHBERBAAARSRAENELY
200,000,000/ Z @R o KRB AT RBREERAR
TREBACEETRGNEE 2 Z5 1,000,000
TEF AR &ER -

(i) RE-_ZETE-_FRAT-HERRENKRE
FRBr—HETRARAZER  RRABIZEATER
7N # 1 3% 20,000,000,0004% & f% EI1E 0.0 178
7T Z K% 0 B 100,000,000% T # =
300,000,0007% 7T °
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25. B& (&)

(iii)

(v)

V)

(vi)

On 16 May 2002, the subscription agreement entered
into by the Company and Vision Century was completed
which resulted in the issue of 3,000,000,000 ordinary
shares of HK$0.01 each in the Company at a price of
HK$0.01 per share. Cash proceeds of HK$30,000,000,
before related expenses, were received by the Company.

On 29 May 2002, the Company effected an open offer
and 4,025,905,140 new ordinary shares of HK$0.01 each
in the Company were issued. Cash proceeds of
approximately HK$40,259,000, before the related
expenses, were received by the Company.

Pursuant to various compromise agreements entered into
by the Group with certain trade and other creditors during
the year ended 31 March 2003, the Company issued
1,066,440,000 ordinary shares of HK$0.01 each at prices
ranging from HK$0.01 to HK$0.015 each to those trade
and other creditors. The excess of the debt amounts settled
by way of the Company's shares issued over the nominal
value of the shares issued, amounting to approximately
HK$342,000, was credited to the share premium account.

Pursuant to special and ordinary resolutions passed at a
special general meeting of the Company held on 30
December 2002, a capital reorganisation (the “Capital
Reorganisation”) involving, inter alia, the following was
implemented:

(a) a consolidation of every fifty issued and unissued
shares of HK$0.01 each into one consolidated share
(the “"Consolidated Share”) of HK$0.50 each;

a reduction of the nominal value of each issued
Consolidated Share from HK$0.50 each to HK$0.01
each by the cancellation of HK$0.49 per share and
the credit arising therefrom amounting to
HK$105,607,000 (the “Capital Reduction”);

(b)

(i) R

(iv)

V)

(vi)

—ZEE_FFHA+/5H AR 7 EHVision
CenturyET_LZ= Ewmik  BUEARQ T
BRR0.01 BT 2 BI8EAT 3oooooooooﬂleK
NEIFREECOIEBLZZAR - KA
1B 30,000,000/ T2 B & Wz (R0 »EHE F%
ER) o

RZZEZE-_FRAA=-t+NIH  ARABRZEKA
BB E - I 3£1T74,025,905,1 40X N A 7l &AL
HE0OIB T ZHMEBI - AR A E WERL

40,259,000 T2 IR & W 25 (AR FAERE &
) -
BEAEBEETESINEMBEREARER

TEE=F=ZA=1+—BHIFETLZ% D
ZHeE  ARELER0.01EBITE0.015%
TZERMZEEIRE %}\?fﬂ
1,066,440,000/k & IR EE0.018 T 2 &

B o RRRIBEBEITRM a;az%fiﬁkgﬁt
BEBITROEEC ZRH342,0008 L E 5T
AR REE -

BER-_TZ-_F+_A=THEITZAEAR
AREENARE LBBZERRER RS
ROBASHE(BRAZA]) BER F$R(H
hEE) THEE:

() SE+BREREMEO.01ETLZEETR
REFTRG A4 A — REREE0.50%
T2 ARG (ARG

BBAHEER0AETRNEEEZER
105,607,000 T H%Hﬁa%éfﬁmmﬂx
MZEEXERS0BTHREFK
0.01&7T (AR AEIR])

(b)
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25. SHARE CAPITAL (Continued) 25. & (&)

(c) the cancellation of the entire amount standing to the
credit of the share premium account of the Company
and a transfer of the credit arising therefrom to the
contributed surplus account of the Company (note
27(b));

(d) the cancellation of the existing authorised and
unissued share capital of the Company to
HK$15,000,000 1,500,000,000
consolidated shares of HK$0.01 each, ranking pari
passu in all respects with the existing share capital

comprising

of the Company; and

(e) the application of the credit arising from the Capital
Reduction and the credit arising from the share
premium cancellation were applied in full, together
with the amount standing in the contributed surplus
to eliminate the accumulated losses of the Company.

(vii) On 28 July 2003, the Company entered into share

subscription agreements with Mr. Lo Ming Chi, Charles
("Mr. Lo") and Mr Yu Wai Man (“Mr. Yu"), two executive
directors of the Company. Pursuant to these share
subscription agreements, 18,068,000 and 7,024,000 new
ordinary shares of HK$0.01 each in the Company were
issued at a subscription price of HK$0.0796 per share to
Mr. Lo and Mr. Yu, respectively, as full settlement of the
outstanding balances owed to them by the Company of
approximately HK$1,997,000 at 31 March 2003. The
excess of the subscription price over the nominal value of
the shares issued amounted to approximately
HK$1,746,000 was credited to the share premium account.

(viii) Pursuant to a resolution passed at a special general

meeting held on 3 September 2003, the authorised share
capital of the Company was increased from
HK$15,000,000 to HK$100,000,000 by the creation of
an additional 8,500,000,000 shares of HK$0.01 each.

(0 EHAXABRMEERER 2K
R URELEZERBARRRZHA
B8R (B EE27(b))

d) THEARARBEERRZFITIRA
15,000,000 7T (84% 1,500,000,000%
BREBCOIAETLEMB I EELRRF
BERNAREWN 24 HRHD): Kk

(e) S RUANHRE £ 2 #E AR N R #H AR 10 i (B
EEZER SRAABKBHANE
HWARRcREEE -

(i) RZEZE=F A=+ N\B ' ARAFHERM
ARARHITESSHERE ([BREER
B E(REE]D aT_LHXﬁw,\%WJ o 1R
BREROABEHZ DRRREE
on.0796,%7_cﬁﬂ%§’i$&ﬂ%§%$%§ﬁ
18,068,0008% % 7,024,000 i A1 7] & E B
0OVBLzFERER ERZBEEAAA
RZEE=F=A=1+—HERBEEZKRE
BEH%)1,997,0008 7T - REEBBEET
RO EEZEHAE1,746,0008 T © EFF AR
DB -

VIDBRER-_ZE=FHLA=ZHRBTZREEF
RELEBB —BRER  ARRAZEER
AN FE 138 25 8,500,000,0000% & JX I {E0.0178 7T
Z B » 815,000,000 T 1 % 100,000,000
BT o
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(ix) RZZEZE=FNANA=-FT=R " KXRGAZKQ

(ix) On 23 September 2003, the Company effected an open
offer with assured allotments of four offer shares for every
one share of HK$0.01 each held by shareholders as at 3
September 2003 and issued a total of 862,102,552 new
ordinary shares of HK$0.01 each at a issue price of
HK$0.06 per share. Cash proceeds of approximately
HK$51,726,000, before the related expenses, were
received by the Company. The excess of the offer price
over the nominal value of the shares issued amounted to
approximately HK$43,105,000 was credited to the share
premium account.

FEE BRCREEBEARER-_ZTZT=
FAA=ZAEHE—"REREBECOIETLL
BmERBEMBREERD - AARIRETE
Fh%0.06/8 T ITA 862,102,552 % &R M
BOOIEBTTZHERK - ARRIEBES UMK
##751,726,000% ¢ CRHMBHAEBR) - %
EEEBAMBETROMEBEZEN A
43,105,000 T - EFF ARMDBRER °

A summary of the transactions during the years ended 31
March 2003 and 2004 with reference to the above movements

in the Company's authorised and issued ordinary share capital

is set out below:

HE-PP=FR-PENF=A=+—ALF
TR AR TSR RE BT ERRRA
EHIRHBEAIMT

Authorised share capital EER A
Number of
authorised shares
EERMDEE
Notes '000 HK$'000
B 5 T % T
At 1 April 2002 R-ZFEET—FPAH—H 10,000,000 100,000
Increase in authorised share capital v TE B 75 #2 40 (i) 20,000,000 200,000
Share cancellation & 15 7 85 (vi)(d) (28,500,000) (285,000)
At 31 March 2003 and R_EE=ZF=ZA=+—H8K
1 April 2003 —EE=FMA—H 1,500,000 15,000
Increase in authorised share capital v TE B 75 #2 40 (viii) 8,500,000 85,000
At 31 March 2004 R-ZEENF=F=+—H 10,000,000 100,000
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Issued capital

1 April 2002

Shares issued on conversion
of a convertible note

Shares issued on share
subscription

Shares issued on open offer
Shares issued on settlement
of certain trade and
other creditors
Share consolidation
Capital reduction
Share issue expenses

Share premium cancellation

At 31 March 2003
and 1 April 2003

Shares issued on share
subscription

Shares issued on open offer
Share issue expenses

At 31 March 2004

Share options

Details of the Company's share option scheme is included in

Notes
B =
RSB EER
FrE 11 2 X 1n 0)
1)] ) E%ﬁﬁizf'ﬂ
2B 5 (iif)
RREEMET KRG (iv)
BEETEZR
H A e R R
FrE 1T 2 X n v)
B & B (vi)(a)
B A B (vi)(b)
BinETER
17 4 B 7t 38 (vi)(c)
RZZT=F=f E+
R—_EZ=FNA—
17] ) E%Fﬁ?s%'ﬂ
2B (vil)
AREEMET KRG (ix)

R ETER

R-_ZFENF=-A=1—H

note 26 to the financial statements.

EBITRA
Share
Number of Issued premium

shares in issue capital account Total
ERTROHUE BERTRE ROEER #E
HK$'000 HK$'000 HK$'000

TAET TAET TAET

2,483,936,760 24,839 44,397 69,236
200,000,000 2,000 1,000 3,000
3,000,000,000 30,000 = 30,000
4,025,905,140 40,259 = 40,259
1,066,440,000 10,664 342 11,006
(10,560,756,262) - - -
= (105,607) = (105,607)
- - (4,273) (4,273)
- - (41,466) (41,466)

215,525,638 2,155 = 2,155
25,092,000 251 1,746 1,997
862,102,552 8,621 43,105 51,726
- - (1,548) (1,548)
1,102,720,190 11,027 43,303 54,330
BRE

ARREBE S FBHR U B RRM 26 -
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26. B RAEST &

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Eligible participants of the Scheme include the
Company's directors, including independent non-executive
directors, other employees of the Group, suppliers of goods or
services to the Group, customers of the Group, the Company's
shareholders, and any minority shareholders in the Company's
subsidiaries. The Scheme became effective on 30 December
2002 and, unless otherwise cancelled or amended, will remain
in force for 10 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time. The maximum number of shares
issuable under share options to each eligible participant in the
Scheme within any 12-month period, is limited to 1% of the
shares of the Company in issue at any time. Any further grant
of share options in excess of this limit is subject to shareholders’
approval in a general meeting.

Share options granted to a director or substantial shareholder
of the Company, or to any of their associates, are subject to
approval in advance by the independent non-executive directors.
In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the
Company, or to any of their associates, in excess of 0.1% of
the shares of the Company in issue at any time or with an
aggregate value (based on the price of the Company's shares
at the date of the grant) in excess of HK$5,000,000, within
any 12-month period, are subject to shareholders’ approval in
advance in a general meeting.

ARBRAEBKETE ([ZAHE]))  ZFEZA
WEQ$EEM$&W¢ﬁ BlzaER2EE

TEBEE® - ZAS2AERSEERBEAN
ATZi%( BEUFNITES)  AKEEM
BE  AKREZEMIMRBUER  AREZE
B~ ARARKRRRARR AN B AR Z DK
c ZATEIRN—FTE_FEF_A=1THEN K
FERTTHHEKERT  BRBERBSEZBEFTI0

>&3’f

_FH

BEREZ AR 2 RITEBRERE R %
EFRBRERTER ZBERZHEER AR B EMA
BRI E #1722 10% ° RIFZETE) - REM 12
EAHEA EENAERSEARR ZBRERN
BIZBROHBERS T BBEARBEREREE
BTN 21% - E— TR LB BZR G 2 BEE
ﬁﬁk%%h%ﬁ?ﬁ&

BFARAEEUFTERRABFSEMBEA L
ZERERSR N IERNTEE S RHE o 1A -
BF AR EERERBUFATESRBESFE
MEE AT 2 EAERE - WA ER12(E A B E
ﬁ?@$@ﬁ?1ﬂﬂﬁ—iyﬁﬁﬁﬁéﬁﬂﬁ1ﬁ20 Y%k B EE
(R H B A QR 2 REF H) i 185,000,000
T BB RERBRRARSE L -
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26. SHARE OPTION SCHEME (Continued) 26. BRETE (&)

100

The offer of a grant of share options may be accepted within
30 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, and commences after a certain vesting period and
ends on a date which is not later than five years from the date
of the offer of the share options or the expiry date of the
Scheme, if earlier.

The exercise price of the share options is determinable by the
directors, but may not be less than the higher of (i) The Stock
Exchange of Hong Kong Limited (the “Stock Exchange") closing
price of the Company's shares on the date of the offer of the
share options; and (ii) the average Stock Exchange closing
price of the Company's shares for the five trading days
immediately preceding the date of the offer.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

No share option has yet been granted under the Scheme up
to 31 March 2004.

?ﬁﬁﬁﬂxﬁéZL%TEAL HE 5308 M
7¥K?*/\/E§1‘J‘%&51‘Uﬂﬁm,\b%m %
ﬁ%ﬂxﬁéZfﬂi%Eﬂé% FERARL
e xﬁﬁﬁﬂﬂgﬁﬁﬂfﬁT ENRF & E &
/%EI (AREERE) RIE -

BREZITFEERESET BTEEROAA
AROREEREEREARNCEABRERIM
ERAR (B RAT]) 2WmE : R(i)A2D ARG
REEZZBHANAEAR S BEB Rz FHK
ME(URSERE) -

BEREYEERTESAEAESD
SREZIER -

KBS A BRRA

BE_ZTWUF=A=1t—HB1  LEREZX
SR BRI RE AAE -
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27. RESERVES 27. f#&
(a) Group (a) AKH
The amounts of the Group's reserves and the movements RERERA—FEAEEZHEREEEHH
therein for the current and prior years are presented in BN BRRFISE LG RREH K -

the consolidated statement of changes in equity on page
48 of the financial statements.

The Group's contributed surplus originally represented the
difference between the nominal value of the shares of
the subsidiaries acquired pursuant to the Group's
reorganisation on 17 February 1998, over the nominal
value of the Company's shares issued in exchange therefor.

Pursuant to the capital reorganisation implemented during
the year ended 31 March 2003, the credits arising from
the capital reduction and cancellation of share premium
account and the amount standing in the contribution
surplus account were applied to eliminate the accumulated
losses of the Group.

AREZBABBRRERE-NAANFZA
TEHETZEEEAMKE Z B AR K
MZEE  BARRBRRBZERDMmET
ZEOHEEZER -

j{ETﬁ@i—??fﬁﬁ A=Z+—BLEE#
TZRAER - BRAHDR LT HRG 5 E R
EEZ?EEE&%W\%%EE?H%%%ZF%Z
ZEEBE -
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27. RESERVES (Continued) 27. % (&)
(b) Company (b) &4 H
Share
premium  Contributed Accumulated
account surplus losses Total
R 13 5 B BB 2EEE CE
Notes HK$'000 HK$'000 HK$'000 HK$'000
k3 FEL FEL FEL FEL
At 1 April 2002 R-ZZEE-_&EWH—AH 44,397 68,509 (206,552) (93,646)
Shares issued RBABRKREE
on conversion FETZRG
of a convertible note 25(i) 1,000 - - 1,000
Shares issued EBEETEHRAM
on settlement AN
of certain trade BT ZRG
and other creditors 25(v) 342 - - 342
Share issue expenses [R5 # 11 & (4,273) - - (4,273)
Share premium R 7 4 (B =T 4R
cancellation 25(vi)(c) (41,466) 41,466 - -
Elimination of ZREEREH
accumulated losses 25(vi)(e) - (109,975) 215,582 105,607
Net loss for the year AEEZERESE - - (49,662) (49,662)
At 31 March 2003 R_ZEE=F=A=t—H
and 1 April 2003 RZEZ=FMA—H - - (40,632) (40,632)
Shares issued on RO RBEMET RN
share subscription 25(vii) 1,746 - - 1,746
Shares issued on AREEMBTZRND
open offer 25(ix) 43,105 - - 43,105
Share issue expenses X3 # 11 F (1,548) - - (1,548)
Net loss for the year AEEZERES - - (7,853) (7,853)
At 31 March 2004 RZZETEMEF=A=+—H 43,303 - (48,485) (5,182)
The contributed surplus of the Company originally represented RAFIZBABKRRIERE EX QB MiiEEE
the excess of the then combined net asset value of the HME Bz MBARER 2 EHEETE  Ba
subsidiaries acquired pursuant to the Group's reorganisation ARARRBZEEEMETZRAEEZH
referred to in (a) above, over the nominal value of the B o

Company's shares issued in exchange therefor.
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28. mMAEBRERERMEE

Major non-cash transactions

The Group had the following major non-cash transactions during

the year:

0)

(it)

During the year, Speed Up Developments Limited (“Speed
Up"), an independent loan provider of the Group, has
assigned its entire interest in other loans of
HK$20,400,000 together with the accrued interest of
HK$1,578,000 owed by the Group at 31 March 2003 to
Vision Century, which did not result in any cash flow
(note 33(i)).

As further set out in note 25(vii) to the financial
statements, on 26 September 2003 the Company issued
25,092,000 new ordinary shares of HK$0.01 each at a
subscription price of HK$0.0796 per share to two executive
directors of the Company, as full settlement of the
outstanding balances owed to them by the Company of
approximately HK$1,997000 at 31 March 2003.

29. PLEDGE OF ASSETS

FTEXBEERS
RAFEEARN AEEZETUTEEFRER
5

() XEER - AEE 2B ERREMHRESSpeed
Up Developments Limited ([ Speed Upl) E #
EHRAEER —_TZ=F=A=1+—8BKH
2 H 4t B 520,400,000 70 & [F] fE 51 F &
1,578,000/ JT 2 % 20 # % ¥ & T Vision
Century BE UV EEHEMRE RE (M 5

33(i))
(i) WHMBHREMT250INFAE  R-TT=4F
NAZ+"8  ARFRIEREEFRK0.0796

B ITRIMAL AR A B #1117 E F #1725,092,000
BEBREBECOVBLZHERAK  EAE2H
BEARANR - ZEZ=ZF=ZA=1+—HERX
BE 2 REBE$41,997,0008 T °

29. BEEIKH

Details of the Group's bank and other borrowings, which are

secured by assets of the Group, are included in notes 14 and
19 to the financial statements.

AREUNREEEEFEERA CRITRAEMERZ
15 BRI BRRMIE 14519
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30. OPERATING LEASE ARRANGEMENTS 30. BREBORH

104

The Group leases certain of its office properties and a staff
quarter under operating lease arrangements. Leases for the
properties and the staff quarter are negotiated for terms of
two years.

At 31 March 2004, the Group had total future minimum lease
payments under non-cancellable operating leases falling due

AEERBSSAARHEEETRAZNER
—EEIEE - WEREIREHENER A
e o

R-ZZEZEMF=A=+—H0  AKRERETATH
HREHOBRATFHIBMc ARZEHER

as follows: CER N
Group
rEE
2004 2003
—EENE —TT=F
HK$'000 HK$'000
FTHER FAT
Within one year —FR 295 248
In the second to fifth years, inclusive F_EFLF (BREEMF) 128 -
423 248

In addition, pursuant to various agreements entered into
between the Group and an unrelated party in Mainland China,
the Group is required to pay annual fees of HK$1 18,000 in
respect of certain leasehold land of the Group in Mainland
China, with a carrying value of HK$28,676,000 at 31 March
2004, commencing from the year 2008 up to the year 2048
with a 20% increment for every five years (note 14).

AN - BIBEAEEEAEAM , —BEBEAL
AEZEZERE  ASEARASEBRETEAM
ZETHET M NFE118,0008 T+ B@E i
RM-_ZEEME=ZA=+—Bz2HKEEA
28,676,000 HAR—_TETNFRLE-TH
NELE SRFHRBELM20% (BT 5E14) °
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31. COMMITMENTS 31. &M
Neither the Company nor the Group had any significant capital ARARAEERNEE B EEAERERNAE
commitments at the balance sheet date (2003: Nil). (ZZZ2=F 8| -

32. PENDING LITIGATIONS 32. MARTHZFA

Claims for outstanding trade debts were brought by several
suppliers and other miscellaneous creditors against the Group
in prior years in respect of goods supplied and services provided
for, together with interests, costs and/or other relief, of
approximately HK$2,129,000 in aggregate. A full provision
thereof has been made in these financial statements.

In the opinion of the directors, adequate provisions have been
made by the Group in respect of all the above claims in the
Group's financial statements at 31 March 2004.

RAEFEETHREBLEMERANCHEE
mEFRERBERFS  KAR /HEMEL
B 492,129,000 TRAAEER KK EEREE
SHERRE - RAPBHRER AT Bk FH 2 B
o

EFRA AREER-FEMF=A=+—A
ZHBRRAR L2 BREE IR 2B -
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33. RELATED PARTY TRANSACTIONS
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33. AHEALRS

Save as disclosed elsewhere in these financial statements, the

Group also had the following related party transactions during
the year:

0)

(it)

106

As further set out in notes 2(c) and 28(i) to the financial
statements, on 2 July 2003, Vision Century granted a
credit facility to the Company of HK$50,000,000 to
surrogate the amount due from the Company at that
date, which covered the loans assigned from Speed Up
of HK$20,400,000, additional loan balances of
HK$20,000,000 then granted to the Company and the
accrued interest thereon. The interest expense incurred
by the Group during the year in respect of the loans from
Vision Century amounted to HK$1,888,000. Vision Century
has undertaken that it will not demand the Group to
repay partly or wholly of any advances made to the Group
under the Credit Facility before 31 October 2005.

As further set out in notes 25(vii) and 28(ii) to the
financial statements, two executive directors of the
Company subscribed for 25,092,000 new ordinary shares
of HK$0.01 each in the Company at a subscription price
of HK$0.0796 per share as full settlement of the
outstanding balances owed to them by the Company of
approximately HK$1,997,000 at 31 March 2003 pursuant
to a subscription agreement dated 28 July 2003, which
was completed on 26 September 2003.

R IRERE M A D
WTEBRBEALRS :

FIRBEEN  AEETTE

() mBABImKRMT2(c) R28)E - RZET
=%+ A=A - Vision Century® ¥ A& A 7
50,000,000 T ZEE@ME + WEARQFE

BRZBEZER - BiESpeed UpEiE 2 B
20,400,000 7T - AR B HEER 2 BINE
X EREE 20,000,000/ T R A BE 2 FEETFI B o
7K = @ 4 A 3t Vision CenturyiRft 2 ERE L
7 B 7% 1,888,000 It ° Vision Century B

HEBET e _ZEERFTA=T—HAZE
IZIR%@ EBEENEBERBEEEREREECE
RZHBAHEE -

(i) fnBF 7R M 5E25(vii) R 28(i) s« 1RiE—
R _BEE=F+ A+ NBHFILZRE R
Z O RMUARARTESRREEBER
0.07967% T R 8 25,092,000% A A 7 & I &
BOOIEBTZHERK EAZHEEAR
AR-—ZEE=F=A —+fa,%M§z%ka
BEA#41,997,0008 7T - RBEEDIN -
TET=FNAZ+BEK -
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(iii)

(v)

V)

On 24 September 2003, Vision Century subscribed for
625,676,760 ordinary shares of the Company of HK$0.01
each at a subscription price of HK$0.06 per share issued
under the open offer of the Company.

Pursuant to a shareholders’ agreement entered with the
Group on 20 December 2003, a minority shareholder of
Gadgets Yard advanced HK$5,880,000 to Gadgets Yard
as the initial working capital. The terms of the advancement
are set out in note 21 to the financial statements.

On 20 February 2004, the Group entered into a
shareholders’ agreement (the “Xin Procurement
Agreement”) with Huang & Co (Singapore) Pte. Ltd.
("HCSPL"), a company incorporated in Singapore with
limited liability, to form Xin Procurement in Singapore
with limited liability. HCSPL is wholly-owned by New
Century International Pte. Ltd. (“New Century”), a company
incorporated in Singapore with limited liability. New
Century is in turn wholly owned by the parents of Mr.
Wilson Ng and Mr. Ng Wee Keat, both of whom are
executive directors of the Company and also directors of
HCSPL. Pursuant to the Xin Procurement Agreement, the
Group and HCSPL owned 51% and 49% of equity
interests in Xin Procurement, respectively. On 20 February
2004, Xin Procurement entered into a supply agreement
(the “Supply Agreement”) with HCSPL whereby Xin
Procurement has been appointed as a supplier of HCSPL
for the supply of certain office equipment and office
supplies, machinery, parts, lubricating oil and bunker for
two vessels. By virtue of Mr. Wilson Ng's and Mr. Ng Wee
Keat's parents’ interests in HCSPL, the formation of Xin
Procurement and the transactions contemplated under
the Supply Agreement constitute connected transactions
of the Company under Rule 14.26 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited. Xin Procurement has not commenced its

operations during the current year.

(i) R

(iv)

V)

“ET=FAR-+TMA REARAZ

Eﬂﬁé’% ' Vision CenturyiZ REE B &R 1T
R 0.068BTRBEARTEREBEOCOIET
2 EMik625,676,760% °

BEAEANR _ZETE=F+_-_A=-t+tH:L
ZBREHZE REZLERERNRER X
5,880,000/8TC " ERITEEER - BRZ
fERE N B R M EE21 o

RZZETEMFE_A_+H AEEERFHM
WML 2B R 2D B Huang & Co

(Singapore) Pte. Ltd.([HCSPL]) 873 — AR &R
& ([Xin Procurementtfag |) + BA RO HT 00 3%

B — A BR A A — Xin Procurement ¢ HCSPL
H R ¥ D3R FE M A SZ 2 B PR 22 BINew Century
International Pte. Ltd.([New Century]) & &
A > New Century Al R EER T ERFTES
FE(MULA /A RFHITES RHCSPLE
) ZRXEE2EHE © RIEXin Procurementif
&+ AL E KHCSPLA B # & Xin Procurement
Z51% K490 R iEm - R—_TTHFE_A
—+H  Xin Procurement&2 HCSPLET 32 — 17 i
EHm=E(I#HrEBE]) - &L - Xin
Procurement®, & & £ AHCSPLEE EE T A
ERERBAZTAG MERFBHERZ
ez T %E&L”*ﬂZf fER - REBEE
BHMARSMBERABES LmHAE14.26
M*E%EE%%E&EE%%EZQ#%
HCSPLZ # %5 » A Y Xin Procurement M £t & 13
BETZRGBRAARBZBERS ° Xin
Procurement]ﬁ/\zliﬁrr']ifiﬁ-ﬂllu/\ﬁiWM
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33. RELATED PARTY TRANSACTIONS (Continued) 33. EHMEALRE (&)

(vi) As further set out in note 2(a) to the financial statements, (vi) B RER KT sE2(@)FT#, ¢ Vision CenturyZ
Huang Worldwide Holding Limited, the immediate holding B ##2 & 2 flHuang Worldwide Holding
company of Vision Century, has undertaken to the LimitedBEMARBAR% » EEHE_ZTTRF
Company, to provide continuing financial support to the THA=+—RILEE  BEELTASEE
Group so as to enable the Group to continue its day-to- BxE NEXAEEERHRKH AR Y
day operations as a viable going concern notwithstanding HRER - DAEEERTEFEREATZ
any present or future financial difficulties experienced by FEELE o
the Group up to 31 October 2005.

34. POST BALANCE SHEET EVENTS 4. HERREE

35.

Save for the post balance sheet events disclosed elsewhere in
the financial statements, on 16 May 2004, the Company settled
the second instalment of the convertible bonds issued to the
Bank Group of approximately HK$2,167,000.

COMPARATIVE AMOUNTS

BREERREMLorBBE2EERZREEN B
—EENFERA+TAE  ARAEEETTEREE
Z A ES 2B —BFRIA#) 2,167,000/ T °

35. Lk REF

36.

As further explained in note 3 to the financial statements, due
to the adoption of revised SSAP 12 during the current year,
the presentation of certain items in the financial statements
have been revised to comply with the new requirements.

APPROVAL OF THE FINANCIAL STATEMENTS

MRS ERAR M LI AL - HEAFERALER
SR EBENF 129 MBERRAETHBEZZ
SIACIERER] - WRHEHATE -

36. MEMBERR

108

The financial statements were approved and authorised for
issue by the board of directors on 26 July 2004.

EEeXN _TTOFELA -t NBERETHBER
R AETE




