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NOTES TO ACCOUNTS

A B By EE

1. BASIS OF PREPARATION

1. REEE

The Group incurred a loss attributable to the shareholders of
HK$628,755,000 for the year ended 31st December 2004. In

addition, the Group had net current liabilities and net liabilities of
HK$640,983,000 and HK$202,014,000, respectively, as at 31st

December 2004. Nevertheless, the directors have adopted the going

concern basis in the preparation of these accounts based on the

following assumptions:

@

(b)

©

The successful implementation of new business strategies of
the Group to terminate the production of certain unprofitable
models and to dispose of certain off-strategy investments for

generating cash flows to the Group's operations.

The Group will succeed in negotiating with its bankers to roll
over the outstanding bank loans and/or to extend their
repayment terms to meet its future working capital and financial
requirements. As disclosed in Note 21 to the accounts, certain
bank loans, with which the Group largely finances its day-to-day
working capital requirements, are due for repayment in 2005.
Subsequent to the balance sheet date, bank loans of
approximately HK$149,000,000 have been rolled over for a
further year and none of the banks has withdrawn their facilities
extended to the Group. Nevertheless, the Group is also actively
exploring the availability of alternative sources of financing
should its negotiations with its current bankers not be fully

successful.

The Group will be able to obtain ongoing support from its

established suppliers to extend their credits to the Group.
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NOTES TO ACCOUNTS AR B M=t

1. BASIS OF PREPARATION (Continued) 1. R EE (&)

(d) Midea Group Company Limited (the “Midea Group"), the major (d) RXARIZEERR ENEEEFRA

shareholder of the Company, will assist the Group in obtaining
adequate additional banking facilities and in extending credits
from established and new suppliers. As disclosed in Note 30(a)
to the accounts, the Midea Group has injected a loan of
approximately HK$50,000,000 and has provided guarantee to a
bank for banking facilities of approximately HK$ 56,000,000
extended to the Group in the first quarter of 2005.

In the opinion of the directors, in light of the measures taken to
date and on the basis of the above-mentioned major
assumptions, the Group will have sufficient working capital to
finance its operation to maintain its operating existence in the
foreseeable future. Accordingly, the directors are satisfied that it

is appropriate to prepare the accounts on a going concern basis.

Should the Group be unable to continue as a going concern,
adjustments would have to be made in the accounts to reduce
the values of the 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 consequential effects of these
potential adjustments may have significant effect on the loss of
the Group for the year and the net liabilities of the Company
and the Group as at 31st December 2004.
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NOTES TO ACCOUNTS AR B M=t

2. PRINCIPAL ACCOUNTING POLICIES 2. TESFTBER

The accounts have been prepared in accordance with accounting
principles generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"). They have been prepared under the
historical cost convention except that, as disclosed in the accounting

policies below, certain properties are stated at fair value.

The HKICPA has issued a number of new and revised Hong Kong
Financial Reporting Standards and Hong Kong Accounting Standards
(“New HKFRSs") which are effective for the accounting periods
beginning on or after 1st January 2005. The Group has not early
adopted these New HKFRSs in the accounts for the year ended 31st
December 2004. The Group has already commenced an assessment
of the impact of these New HKFRSs but is not yet in a position to
state whether these New HKFRSs would have a significant impact on

its results of the operation and financial position.

(a) Group accounting

(i) Consolidation
The consolidated accounts include the accounts of the

Company and its subsidiaries made up to 31st December.

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

holds more than half of the issued share capital.

The results of the subsidiaries disposed of during the year
are included in the consolidated profit and loss account up

to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances

within the Group are eliminated on consolidation.

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

subsidiaries.
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NOTES TO ACCOUNTS AR B M=t

2. PRINCIPAL ACCOUNTING POLICIES 2. TESFTBER (&)

(Continued)

(a) EEE (&)

(a) Group accounting (Continued)

(i) Consolidation (Continued) () #AEERE (&)

In the Company's balance sheet the investments in
subsidiaries are stated at cost less provision for impairment
losses. The results of subsidiaries are accounted for by the

Company on the basis of dividends received and receivable.
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(i) Associated companies (i) BEal
An associated company is a company, not being a BEE N R RM B AR - £E
subsidiary, in which an equity interest is held for the long- FEHRBERRKRE  WHHE
term and significant influence is exercised in its management. EBAEERTENZRF

The consolidated profit and loss account includes the
Group's share of the results of associated companies for
the year, and the consolidated balance sheet includes the
Group's share of the net assets of the associated
companies and goodwill/negative goodwill (net of

accumulated amortisation) on acquisition.

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

guaranteed obligations in respect of the associated company.
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of the asset transferred.

In the Company's balance sheet, the investments in
associated companies are stated at cost less provision for
impairment losses. The results of associated companies
are accounted for by the Company on the basis of

dividends received and receivable.
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NOTES TO ACCOUNTS AR B M=t

2. PRINCIPAL ACCOUNTING POLICIES 2. TESFTBER (&)

(Continued)

(a) EEE &t ()

(a) Group accounting (Continued)

(iii) Translation of foreign currencies (i) shEpmE

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

cases are dealt with in the profit and loss account.

The balance sheet of subsidiaries and associated companies
expressed in foreign currencies are translated at the rates
of exchange ruling at the balance sheet date whilst the
profit and loss account is translated at an average rate.
Exchange differences are dealt with as a movement in

reserves.

(b) Intangible assets

()  Goodwill

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

acquisition.

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

loss account.

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

10 years.
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NOTES TO ACCOUNTS

AR B By EE

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

2. TEETBX (8)

(b) Intangible assets (Continued)

(i)

(i)

(v)

Taxi licenses

Expenditure on acquired taxi licenses is capitalised and
amortised using the straight-line method over their useful
lives, but not exceeding 20 years. Taxi licenses are not

revalued as there is no active market for these assets.

Gain or loss arising from disposal of taxi licenses is charged

to the consolidated profit and loss account as incurred.

Research and development costs

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

period.

Impairment of intangible assets

Where an indication of impairment exists, the carrying
amount of any intangible asset, including goodwill previously
written off against reserves, is assessed and written down

immediately to its recoverable amount.
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A B By EE

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

2. TESEBX (8)

(¢) Property, plant and equipment

0]

(in

Investment properties

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

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

operating profit up to the amount previously debited.

Upon the disposal of an investment property, the relevant
portion of the revaluation reserve realised in respect of
previous valuations is released from the investment
properties revaluation reserve to the consolidated profit

and loss account.

Construction-in-progress

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

the construction, installation and testing periods.

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

use.
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NOTES TO ACCOUNTS AR B M=t

2. PRINCIPAL ACCOUNTING POLICIES 2. TESFTBER (&)

(Continued)

(c) Property, plant and equipment (Continued) © Y% -BERRE (&)

(i) BtYz - BEREE
BRREMEREZTRESN - Hit

(i) Other property, plant and equipment

Property, plant and equipment, other than investment

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

costs of the property, plant and equipment.
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A B By EE

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

2. TESEBX (8)

(¢) Property, plant and equipment (Continued)

(iv) Depreciation

v)

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

value. The expected useful lives are as follows:

Estimated useful lives

Land use rights 50 years

Buildings 10 years to 30 years
Plant and machinery 10 years to 20 years
Furniture, fixture and electronic

equipment 5 years to 10 years
Motor vehicles 5 years to 10 years
Computer equipment 5 years

Moulds and other equipment 2 years to 10 years

Impairment and gain or loss on sale

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

asset, in which case it is treated as a revaluation decrease.
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NOTES TO ACCOUNTS

AR B By EE

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

2. TEETBX (8)

(¢) Property, plant and equipment (Continued)

(v) Impairment and gain or loss on sale (Continued)
The gain or loss on disposal of a property, plant and
equipment other than investment properties is the difference
between the net sales proceeds and the carrying amount
of the relevant asset, and is recognized in the consolidated

profit and loss account.

(d) Government grants

A government grant is recognised, when there is a reasonable
assurance that the Group will comply with the conditions

attaching with it and that the grant will be received.

Grants relating to income are deferred and recognised in the
consolidated profit and loss account over the period necessary

to match them with the costs they are intended to compensate.

(e) Operating leases

®

Leases where substantially all the risks and rewards of
ownership of assets remain with the leasing company are
accounted for as operating leases. Payments made under
operating leases net of any incentives received from the leasing
company are charged to the consolidated profit and loss

account on a straight-line basis over the lease periods.

Inventories

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

sales proceeds less estimated selling expenses.
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A B By EE

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

2. TESEBX (8)

(g) Trade receivable

Provision is made against trade receivable to the extent they are
considered to be doubtful. Trade receivable in the balance

sheet are stated net of such provision.

(h) Cash and cash equivalents

0,

)

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

call with banks.

Provisions for warranty

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

made.

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

repairs and replacements.
Employee benefits

(i) Employee leave entitlements
Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual
leave and long service leave as a result of services

rendered by employees up to the balance sheet date.
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NOTES TO ACCOUNTS

AR B By EE

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

2. TEETBX (8)

() Employee benefits (Continued)

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

local social security authorities.

The Group's contributions to the defined contribution

retirement schemes are expensed as incurred.

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

share premium.

(k) Deferred taxation
Deferred taxation is provided in full, using the liability method,
on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the accounts.
Taxation rates enacted or substantively enacted by the balance

sheet date are used to determine deferred taxation.

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

the temporary differences can be utilised.
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A B By EE

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

2. TESEBX (8)

(k) Deferred taxation (Continued)

0

Deferred taxation is provided on temporary differences arising
on investments in subsidiaries and associated companies,
except where the timing of the reversal of the temporary
difference can be controlled and it is probable that the

temporary difference will not reverse in the foreseeable future.

Contingent liabilities and contingent assets

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

be measured reliably.

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

recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain events

not wholly within the control of the Group.

Contingent assets are not recognised but are disclosed in the
notes to the accounts when an inflow of economic benefits is

probable. When inflow is virtually certain, an asset is recognised.
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NOTES TO ACCOUNTS AR B M=t

2. PRINCIPAL ACCOUNTING POLICIES 2. TESFTBER (&)

(Continued)

(m) Y 75 7E 8

(m)Revenue recognition

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

has passed.

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

rates applicable.

Operating lease rental income is recognised on a straight-line

basis over the terms of the lease.

(n) Borrowing costs

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

sale are capitalised as part of the cost of that asset.

All other borrowing costs are charged to the consolidated profit

and loss account in the year in which they are incurred.

(o) Segment reporting

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

reporting format.

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

equipment.
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2. PRINCIPAL ACCOUNTING POLICIES 2. TESHHEE (&)

(Continued)

(o) 7 EB# & ()
ERE S BRE - WEEDRRE
FHREARE - RAERARIER
X RAEMIENTH -

(o) Segment reporting (Continued)
In respect of geographical segment reporting, sales are based
on the countries in which the customers are located. Total

assets and capital expenditure are where the assets are located.

3. TURNOVER, REVENUE AND SEGMENT 3. EEE WNBZRDSEE
INFORMATION =

ARTA-MRERRAR - AKEZE
SEBREERWERESE - DIEAE -
i RN KA o AR 2 s

The Company is an investment holding company. The Group is
principally engaged in the manufacture and sale of household

electrical appliances, which include refrigerators, air-conditioners and

mini-refrigerators. Revenues recognised during the year are as T ¢
follows:
2004 2003
HK$'000 HK$'000
BT T ST T
Turnover =R
Sales of refrigerators KAE S 309,460 303,524
Sales of air-conditioners 7E A 5H B 1,158,219 1,005,654
Sales of mini-refrigerators INBY KRB 423,804 264,144
1,891,483 1,573,322
Other revenue HAb YA
Rental income HEWA 6,330 5,091
Less: expenses in respect of B HE WA Z KR
the above rental income (1,193) (351)
5,137 4,740
Government grants XA # B A 2,181 4,847
Sales of scrap materials &AL 5H & 8,745 2,807
Gain on disposal of taxi licenses HEHHAERRBR RS 11,518 =
Others H A 2,296 2,761
29,877 15,155
Total revenue PRl g 1,921,360 1,588,477
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NOTES TO ACCOUNTS

AR B By EE

3. TURNOVER, REVENUE AND SEGMENT
INFORMATION (Continued)

3. EXBE KBRS HE

B )

Primary reporting format - business segments
The Group is organised into three main business segments:

Refrigerator business — manufacture and distribution of a
broad range of refrigerators

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

Mini-refrigerator business — manufacture and distribution of a

broad range of mini-refrigerators

Other businesses of the Group mainly comprise holding of
investment properties and renting of cars and properties, neither of

which are of a sufficient size to be reported separately.
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*  The segment result of other business was mainly arisen from gain on

disposal of taxi licenses (Note 11).

O HMEBzoBEEREIERAEEHMEE

f AR 2 Y g (BPRE1T) e

gy Az ~
3. TURNOVER, REVENUE AND SEGMENT . EXE Bk HWE
INFORMATION (Continued) B E)
Air- Mini-
Refrigerator ~ conditioner refrigerator Other
business business business businesses Group
Nk
KEE ERER £% Rt %% &M@
2004 2004 2004 2004 2004
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BETR BT BETR BT
Turnover EER 309,460 1,158,219 423,804 - 1,891,483
Segment results SREE 07561)  (327629) 16,003 9,524* (509,663)
Unallocated costs RABKA (75,370)
Operating loss K BE (585,033)
Finance costs HKER (13,386) (14,866) (1,492) (52) (29,796)
Finance income unallocated RO BRA 5
Share of losses of N
associated companies B (1,405)
Loss before taxation HAIER (616,229)
Taxation HE (852) (4,288) (o71) (370) (6,481)
Loss after taxation Bk ER (622,710)
Minority interests LURRER (6,045)
Loss attributable to shareholders REEMGERE (628,755)
Segment assets AHEE 302,191 733,114 371,212 10,589 1,417,106
Interests in associated companies BN A R 27,658
Unallocated assets ROBREE 63,999
Total assets BEE 1,508,763
Segment liabilities AHMEE 454,325 931,181 248,971 5,208 1,639,685
Unallocated liabilities AORERE 17929
Total liabilities BafR 1,657,614
Capital expenditures AAHY N 20,786 13,295 8315 281 42,677
Depreciation e 21,812 36,825 10,380 361 69,378
Amortisation of intangible REEshe
assets other than gooduwill EVEESRH - - - 270 270
Amortisation of goodwil HEZBH 680
Other non-cash expenses/(income) ~ Ef 3R &1
Tt/ (BA)
— Write-down of inventories to ~-GFEKE
net realisable value K 9,597 8,740 1,195 - 19,532
— Provision / (Write-back of provision) — —F &k
for inventory obsolescence g/ (BE) 24,664 46,296 (227) - 70,733
— Provision for doubtful - BHRBARK
trade receivables £ 13,024 24,564 269 - 37,857
— Provision /(Write-back of provision)  — E 1 fE R R BR
for doubtful other receivables B/ (BE) 1,267 1,909 - (413) 2,763
— Impairment charge on property, -0% BER
plant and equipment REZREER 92,185 21,089 - - 113,274
— Deficit on revaluation of — BB A RERT
investment property not THEERE
covered by previous surplus MEEMRE - - - 70,264 70,264
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3. TURNOVER, REVENUE AND SEGMENT EXE WaEhkoHE
INFORMATION (Continued) ﬂ (%)
Air- Mini-
Refrigerator conditioner  refrigerator Other
business  business  business businesses Elimination Group
INBL ik #G
KFEER T=RES X% HiMEB 155 %E
2003 2003 2003 2003 2003 2003
HK$'000  HK$000  HK$'000  HK$F000  HKFOOO  HK$'000
BETIT AETr BETr #BETT BETr BETx
Turnover BER 303,524 1,005654 264,144 - - 1,573,322
Segment results DE A (40,355) 11,038 10,415 (4,803) - (23705)
Unallocated costs R EHKA (10,442)
Operating loss reEE (34,147)
Finance costs B %8 (11,981)  (22,939) (2,741) (20) 5357  (32,324)
Finance income unallocated KA EHABIA 42
Share of losses of 5B 2 A A
associated companies B (1,197)
Loss before taxation BAIE 1 (67,626)
Taxation BE (1,148)  (3112)  (1,795) (451) - (6506)
Loss after taxation %)Eé % EE (74,132)
Minority interests DR R (2,844)
Loss attributable R FEG B
to shareholders (76,976)
Segment assets DA E 674491 911513 243543 10,687 - 1,840,234
Interests in associated companies & A Al &= 29,063
Unallocated assets KO EE 144,129
Total assets BEE 2,013,426
Segment liabilities HEEE 653,001 790,297 134,540 5,317 - 1,583,155
Unallocated liabilities Pl =R 25,381
Total liabilities FR=R 1,608,536
Capital expenditures BRI H 9,948 16,662 13,861 44 - 40515
Depreciation e 25,800 37,082 11,800 470 = 75,152
Amortisation of intangible BB &Y
assets other than goodwil BEHH = - - 351 - 351
Amortisation of goodwill 7R B 680
Other non-cash Hh3EE @ 1%
(income)/expenses C:ONVS
(Reversal of)/write-down FEKE
of inventories (BER) /%M (9,684) 3,232 - - - (6,452)
(Write-back of provision)/ FERR
provision for inventory (BE) %
obsolescence (3,138) (1,150) 709 - - (3,579)
Write-back of provision for 2 5 R R R
doubtful trade receivables i Bl (1,872)  (14,672) (15) - - (16,559)
Provision for doubtful Hh JE IR B
other receivables % - - 1,988 - - 1,988
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3. TURNOVER, REVENUE AND SEGMENT . EXE-WERIHE
INFORMATION (Continued) & (')
Secondary reporting format - BT EHEEA—
geographical segments i B2 53 5B
The Group's three business segments are operated in five main AEE=BEBOBEATAEE2MHE
geographical areas: R
Mainland China — manufacture and sale of B K e - RAEHREERHHE

household electrical appliances

Europe — sale of household electrical BN - XAEHEIH
appliances
Other Asia-Pacific countries  — sale of household electrical HibsAME — ZFHAEHRSH
appliances
America — sale of household electrical =M - RASHEHH
appliances
Africa — sale of household electrical FEM - XABHEHH
appliances
There are no sales between the geographical segments. Analysis of bl 3 26 2 [0 M B EOE F) o i [E 55 6
financial information by geographical segment is as follows: ZHBERITMOT
Analysis of sales of refrigerators into domestic sales in Mainland it [ 1 5 B0 A T B B R AN B S O
China and export sales outside Mainland China by region is as RFEHED AT :
follows:
2004 2003
HK$'000 HK$'000

BT BET T

Domestic sales A& 223,093 238,660
Export sales HOHE
Europe B 57,002 36,380
Asia-Pacific 5K 26,291 27,958
America =M 1,880 248
Africa FEM 1,194 278
Total export sales HOEERE 86,367 64,864

Total AEr 309,460 303,524
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NOTES TO ACCOUNTS AR B M=t

3. TURNOVER, REVENUE AND SEGMENT 3. EEE - WNBEZRSEE
INFORMATION (Continued) o NC))

Analysis of sales of air-conditioners into domestic sales in Mainland Zih = Bl 5 W ES AFE BN B8

China and export sales outside Mainland China by region is as ZRHEESTWOT :
follows:
2004 2003
HK$'000 HK$'000

BT T BETT

Domestic sales A BH & 696,975 585,735
Export sales RS
Europe BOM 258,448 151,909
Asia-Pacific YN 121,084 149,069
America M 77247 118,184
Africa FE M 4,465 757
Total export sales A SHE AR 461,244 419,919
Total A &F 1,158,219 1,005,654

Analysis of sales of mini-refrigerators into domestic sales in Mainland

China and export sales outside Mainland China by region is as

®i [ 8 5 e P B B A AN B S DA
NEUKFESHE DT

follows:

2004 2003
HK$'000 HK$'000
BT T BT T
Domestic sales A BH & 78,033 73,578

Export sales RS
Europe BOM 131,800 23,106
America =M 113,106 69,319
Asia-Pacific YN 68,331 92,172
Africa FE M 32,534 5,969
Total export sales A SHE AR 345,771 190,566
Total A &F 423,804 264,144

HRAEEBES 2N T EZEERER
BARX M EAIR, 3 EERBARE - Et -
VESINEERBERER N ZHE D H
AR -

No geographical segment analysis on total assets and capital
expenditure is prepared as over 90% of the Group's total assets and

capital expenditures were located/incurred in Mainland China.
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4. OPERATING LOSS 4. REEIE

Operating loss is stated after charging and crediting the following: KEBHEDHARMBTINIER -

2004 2003
HK$'000 HK$'000
BETR BT
Charging: MR
Depreciation — owned property, plant and equipment TE-BENE HERHZE 69,378 75,152
Loss on disposal of property, plant and equipment REWE HERSEBEER 14,696 2,331
Impairment charge of property, plant and equipment ME - BE REREZREER
(included in cost of sales) (BEREEKE) 113,274 -
Deficit on revaluation of investment properties not covered BRE SR BGA THEZ
by previous surplus REMEEMHREAE 70,264 -
Staff costs including directors’ emoluments BREEEWEEAZEESH 82,645 88,828
Contributions to retirement schemes (Note 22) RINEFEIET (BT7E22) 8,382 8,181
Cost of inventories FERA 1,689,906 1,120,471
Write down of inventory to net realisable value FEKREER
(including in cost of sales) (BEREHEKSE) 19,532 =
Provision for inventory obsolescence FERRER
(included in cost of sales) (BERBEEKK) 70,733 =
Provision for doubtful trade and other receivables BHLEMEWHRIE 2 RIEERE 40,620 1,988
Operating leases rental for land and buildings ITHMREFLEEERS 15,295 7838
Auditors’ remuneration ZE B & 1,326 1,334
Provision for warranty (Note 20) EmREER (M 20) 15,677 19,415
Research and development costs MERFEEER 4,240 7779
Amortisation of intangible assets (Note 11) EREEEE ME)
— Goodwil -HE 680 680
~ Taxi licenses —HHERR 270 351
Impairment charge of goodwill (Note 11) B EERE (1) 3,401 -
Crediting: A
Net exchange gains B 5% U o 3,930 3,161
Gain on disposal of taxi licenses 6 B R 2 s 11,518 =
Reversal of provision for doubtful receivables JE S B SRR AR ) - 16,559
Reversal of write-down of inventories FERERD - 6,452
Reversal of provision for inventory obsolescence FERRER - 3,579
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AR B By EE

5. FINANCE COSTS, NET

5. WIEM - FE

2004 2003
HK$'000 HK$'000
BT T BETT

Interest on short-term bank loans EHRTERZAE 31,792 33,308

Interest income B WA (4,239) (2,969)

Bank handling charges R1TU B 2,238 1,943
29,791 32,282

6. TAXATION

6. BB

No Hong Kong profits tax has been provided as the Group did not

have any assessable profit under Hong Kong profits tax. PRC

enterprise income tax has been calculated on the estimated

assessable profit for the year at the rates of taxation prevailing in the

respective jurisdictions.

F A 7 5 (B 30 % SR EN (A e AR & B 1S X
WA - BRI SR BRI EE FAS T2
B XM EH I REASE 2 (5T R
MSRE M ZRITRHEH -

2004 2003
HK$'000 HK$'000
BETT BETT

Enterprise income tax

BERBH

6,481 6,506

The taxation on the Group's loss before taxation differs from the

theoretical amount that would arise using the taxation rate of the

home country of the Company as follows:

N6 B A A BR B Al B 48 2 B IE B R R BR A
ARRARLTERZHEEMTE 2B RmiE
ZEFEWMT

2004 2003
HK$'000 HK$'000
BETT BETT

Loss before taxation B %1 Al 5 18 (616,229) (67,626)
Calculated at the PRC statutory tax rate %2 /1 B 3% 7€ 1 28 330051 &

of 339 (2003: 33%) (ZET =4 : 330%) (203,356) (22,316)
Effect of different tax rates HEERZE 91,340 15,382
Expenses not deductible for FRIEE N TN ZE A

taxation purposes 207 7
Unrecognised deferred tax assets AERELEHREEE 118,290 13,433
Taxation charge HIE L 6,481 6,506

The unprovided deferred taxation as at 31st December 2004 was

detailed in Note 25.

K-BERMF+=A=+—B2RBHEE
SE B A RS MRS -
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7. LOSS ATTRIBUTABLE TO SHAREHOLDERS 7. REREMNLEIE

The loss attributable to shareholders is dealt with in the accounts of
the Company to the extent of approximately HK$385,950,000
(2003: HK$61,124,000).

AARRABIRE 2 RRELEBHR/BE
385,950,000 (Z T T =F : B
61,124,0007C) °

DIVIDEND

. BB

The directors do not recommend the payment of a dividend for the
year ended 31st December 2004 (2003: Nil).

HE-_ZTNF+-_A=+—HIEFE
ARRSBEREMBRE (ZTT=F:
) -

LOSS PER SHARE

. BREE

The calculations of basic and diluted loss per share are based on
Group's loss attributable to shareholders of approximately
HK$628,755,000 (2003: HK$76,976,000).

The basic loss per share is based on the weighted average number
of 1,559,091,205 (2003: 1,382,030,711) ordinary shares in issue
during the year.

The diluted loss per share is based on 1,560,037,062 (2003:
1,383,854,099) ordinary shares which is the weighted average
number of ordinary shares in issue during the year plus the weighted
average number of 945,857 (2003: 1,823,388) ordinary shares
deemed to be issued at the agreed exercise prices as if all

outstanding share options had been exercised.

BREAREESEESRERREEER
518 4% 1 628,755,0007T (- BEE =4 :
¥ 1576,976,0007T) 5T & -

BREANGEIIZFRNDETEER
#EF 15 %1,559,091,205( =TT =
1,382,030,711) fk st & -

hn

Z
e

BREEE18RIE1,560,037,062 (=TT =
F : 1,383,854,099) IR EmARETE - BIFR
BRTEAR METHEE - i ERERAH
BARITEZRRER RERESETEM
AR VE BB 31T 2 I T ¥ 8945,857 (=
TT =4 :1,823388) RE@BBRTH -
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10.DIRECTORS’ AND SENIOR MANAGEMENT’S NEEREREEAEMH
EMOLUMENTS &
(a) Directors’ emoluments (o) EEM =2
The aggregate amounts of emoluments payable to directors of FARRRMESE XN 2 E BTN
the Company during the year are as follows: T @
2004 2003
HK$'000 HK$'000

BT T BETT

Fees Gk 150 150
Other emoluments: B :
Basic salaries, housing allowances, HEAFE EEERL - Efb)ERL

other allowances and benefits in kind K EMH = 992 3,301
Contributions to pension schemes AEE(RAEES) EHZ

for directors (and past directors) RIKE R 99 93

1,241 3,544

Directors’ fees disclosed above include HK$150,000 (2003: T E s EERS e FEAIE S I
HK$150,000) paid to independent non-executive directors. TEE L 2 HIFHE 150,000 (=

T T =F : F#150,0007T) °

The emoluments of the directors fell within the following bands: TRHFEEHOARMT

Number of directors

Emolument bands B & 4 5l EEZ Y

2004 2003
Nil- HK$1,000,000 75 ¥ 07T — 7 ¥ 1,000,0007T 15 7
HK$1,000,001— HK$ 1,500,000 ¥% 5 1,000,001 7T — 7 # 1,500,0007T - 1
HK$1,500,001- HK$2,000,000 7% ¥ 1,500,0017T — 7 % 2,000,0007C - 1
None of the directors waived the right to receive emoluments BE-TT-FR-FTTOFT-A
during the years ended 31st December 2003 and 2004. ST-BLEFE  SEFHEMRRE

{A] 5 BN~
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10.DIRECTORS’ AND SENIOR MANAGEMENT'S NEEREREEAEMH
EMOLUMENTS (Continued) & (8)
(b) Five highest paid individuals b) ZEESHMA L
The five individuals whose emoluments were the highest in the AFEEESENLERSFMALEE
Group for the year include two (2003: two) directors whose ME(ZTE=F : WB)EF - HB
emoluments are reflected in the analysis presented above. The SEHN EXOH - HBA=H (ZTT
emoluments payable to the remaining three (2003: three) =F: ZR) R ATz#Mesm
individuals during the year are as follows: T
2004 2003
HK$'000 HK$'000

BET T BETT

Basic salaries, housing allowances, other ZEAR %€ - B ==

allowances and benefits in kind B2 R EYH = 1,366 1,359
Contribution to pension schemes RIK&HRK 57 259
1,423 1618
The emoluments of the remaining three (2003: three) HHBR=%(ZTZ=F : =Z8) K&
individuals fell within the following bands: AT ZBEAERMT :

Number of individuals
Emolument bands B < 48 5l A
2004 2003

Nil- HK$1,000,000 75 0T — 7 % 1,000,000 3 3
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11.INTANGIBLE ASSETS NEFEE
Group
RE
Goodwill Taxi licenses Total
BHE LAEMR wMmag
HK$'000 HK$'000 HK$'000
BT BBTR  ABTR
Year ended 31st December 2004 HE_TZTNF
+T-A=1t—RHLtEE
Opening net book amount Hi¥BR EFE 4,081 5,504 9,585
Amortisation charges (Note 4) REFZHEH (FTEE4) (680) (270) (950)
Impairment charge (Note 4) B ZE 4 (T EE4) (3,401) = (3,401)
Disposal KEERE - (5,234) (5,234)
Closing net book amount HREREDFE = = =
At 31st December 2004 RZZEZTWFE+=—RA=+—H
Cost DN 6,801 - 6,801
Accumulated amortisation and impairment 2 51 5 & R (B 2 & (6,801) = (6,801)
Net book amount REHE - - -
At 31st December 2003 RZEZE=F+-_RA=+—H
Cost X A 6,801 6,506 13,307
Accumulated amortisation R T EEH (2,720) (1,002) (3,722)
Net book amount AREF(E 4,081 5,504 9,585
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12.PROPERTY, PLANT AND EQUIPMENT

12.9%  BMERKE

(a) Group (a) X £ &
Fumiture,
fitures and Moulds and
Ivestment Construction- ~ Landand ~ Plantand ~ electonic ~~ Motor ~ Computer other
properes  inprogress  buldings  machinery equipment  vehices  equipment  equipment Total
fffh
thk  BER  %ER RAR
REhz HERIE g7 BE ETRE nE EMRE EURE #g
HKS000  HKS000  HK$0OO  HKSOOO  HKSO0O  HKF00O  HKS000  HKS000  HK$000
AT EETn A¥Tr B¥Tr BBTn BBTR AEfn RETn AETR
Cost or valugton: mAfE/
At 1st January 2004 RZFEME-A-H 168,000 2353 267155 533506 72144 17489 15904 182066 1258617
Addiions RE - 19100 1470 1157 3044 837 433 106% 42677
Revaluation Efh (10264) - - - - - - - (70264)
Trangfers Ba - (10203) (49%8) 7512 23 (55) - 5 -
Disposal of subsiciries RENBAR - - - - (4) @®) - - ()
Other disposals EfRE - - (1645) (167)  (10%9)  (228) - (56)  (31,440)
Foreign exchange B A%
adustments = 66 485 1028 109 3 30 364 2114
At 31t December 2004 RZZSRET-A=1-A 97736 11316 247697 537531 76331 16,067 16,367 198501 1,201,552
Representing: % :
At cost RAfE - 1136 247697 537531 76337 16067 16367 198501 1,103,816
Arvlugtion & 97736 - - - - - - - 97
As at 31t Decernber 2004 RZZEMET=A=T-H 91736 11316 247697 531531 76337 16067 16367 198501 1201552
Atcost KAH - B3N 5BA06 T2 17489 15904 182066 1090617
Atvaluaton ffE 168,000 - - - - - - - 168,000
As at 31t Decernber 2003 RZES=E+Zf=1-H 168,000 2353 267155 533506 72,144 17489 15904 182,066 1,258,617
Accumulated depreciaion: ZAMERAAELEE
and impaimen:
At It January 2004 R-2EmE-B-A - (0) (M3T) (QTond)  (3965)  (12063)  (6142) (118734) (529435)
Cherge for the year KER - - (15505) (6837)  (555) (1281)  (2678) (17552)  (69378)
Impaiment chrge BEXH - - (430)  @8%) Qo) (130) - (190) (113274)
Disposals of subsiciries RENBAR - - - - 1l I - - 12
Other disposals EtEE - - 83 5789 917 1712 - U 1674
Foreign exchange B A%
adustments - W) 8 68 @) () @) ()
At 31t December 2004 RZZEMET=A=T-H = (550) (106,053) (347406) (47308) (11784)  (8832) (174459) (696392)
Net ook value: REFE
At 315t December 2004 RZFEMETZR=1-H 97736 10766 141644 190125 29,029 4,283 7535 24042 505,160
At 315t Decerber 2003 RZEE=E+-A=1-H 168,000 1803 192778 255602 32419 5426 9762 63332 729182
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12.PROPERTY, PLANT AND EQUIPMENT

12.9% > BERSKE &)

(Continued)
(b) Company (b) & 22 &]
Furniture,
fixtures and
electronic Motor
equipment vehicles Total
BH-#£EBR
ETRE RE Fok o]
HK$'000 HK$'000 HK$'000
BET T BET T BET T
Cost: B
At 1st January 2004 R_TTEME—A—A 671 1,869 2,540
Additions NE 281 - 281
Disposals BE (364) (556) (920)
At 31st December 2004 RZZZEMFE+_A=+—H 588 1,313 1,901
Accumulated depreciation: REHITE
At st January 2004 RZZEZTWFE—HA—H (485) (1,750) (2,235)
Charge for the year REFTR (96) (97) (193)
Disposals BE 316 534 850
At 31st December 2004 RZZEWNEF+=-A=+—H (265) (1,313) (1,578)
Net book value: BREHE -
At 31st December 2004 RZZBEZEMNF+__HA=+—H 323 - 323
At 31st December 2003 RZBEE=F+-_H=+—H 186 119 305

©

The Group's land and buildings were held under leases of 50

years and were located outside Hong Kong.

(0 AEEZzLHMREBFRA+FHELIH

ARE » R RBFAREE A

HE e
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12.PROPERTY, PLANT AND EQUIPMENT
(Continued)

12.9% > BMERKE (&)

(d) Investment properties

©

The investment properties represent 11 floors and 12 car
parking spaces in Guo Xin Building, located in Guangzhou, the

PRC, with lease terms of 50 years.

The investment properties were revalued every 3 years. The
investment properties amounted to approximately
HK$97,736,000 (2003: HK$168,000,000) were revalued at
31st December 2004 by Vigers Hong Kong Limited, an
independent qualified valuers. The deficit on revaluation was

charged to the profit and loss account.

The directors are of the opinion that the carrying value of the
investment properties as at 31st December 2004 approximated

the open market value.

At 31st December 2004, property, plant and equipment with
net book value of approximately HK$258,672,000 (2003:
HK$245,975,000) were pledged as security for the Group's
short-term bank loans (Note 21).

(d) REY =

©)

ZREMER/UNPEEMTEER
Ez+—A%E R+ (8% - 8L
FHIR505F o

REMEF=FFE—IR - ZRED
EXEHE97,736,0000T (ZTT =45 :
168,000,0007T) * R=ZEZTWE =
A=+—B BB 5 R RS H
BB ERDARE - EERER AR

EZRRAEFREVENR_ZTTHF
TZA=t-HZEREEERTER
I o

HE-_ZZNF+_-_A=1+—H &k
A FE B 258,672,000 (Z
=4 : 245975,000 7T) 2% - B&E
REBHEE RIEER  ERAEEREH
RITERZ R (HHE21) -
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13.INVESTMENTS IN SUBSIDIARIES 13.fBARKRE

Company
AT
2004 2003
HK$'000 HK$'000
BE T BETT

Unlisted equity interests, at cost JE MR - WK AE 30,997 30,997
Due from subsidiaries & L B 8 % R SR IR 649,562 583,000
680,559 613,997
Less: Provision o E (680,559) (302,225)
- 311,772
The amounts due from subsidiaries are interest-free and are not B AR RIEY AR B EEFTERRK
repayable within the next twelve months. T-EAARER -
The particulars of the subsidiaries at 31st December 2004 are: MBARIR-_ZTTNF+_A=+—HZ
FHIFEWT
Place of incorporation/ Particulars of issued
establishment and Principal activities and share capital/ Effective
kind of legal entity place of operation registered capital interest held
Name T/ B R TEEBR BRTR FEER
AREH AR EH F-b BERE B
DIRECTLY HELD:
BERE
China Refrigeration PRC, limited liability Manufacture and Registered capital 95%
Industry Co, Ltd. company sale of refrigerators US$10,000,000
(“China Refrigeration”) in the PRC
HEEEEXERAA mE - BREEAA R ERER S AfER 95%
(ZERAE]) kR 10,000,000% 7t
Hualing Technology Limited Hong Kong, limited Investment holding 10 ordinary shares 100%
liability company in Hong Kong of HK$1 each
EZRBEBRAR BE  ARAEAT NEBREERR Eakiok 100%

FREBIT
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13.INVESTMENTS IN SUBSIDIARIES (Continued) 13 B RARKE (&)

Place of incorporation/ Particulars of issued

establishment and Principal activities and share capital/ Effective
kind of legal entity place of operation registered capital interest held
Name 2R R TEEBR BRTR AR
RAREH AR BEWE BERE B
Hualing Investments Limited Hong Kong, limited Investment holding 2 ordinary shares 100%
liability company in Hong Kong of HK$1 each
EEREARAF BE BERAERRA REAREZR el el 100%
BREBIT
Hualing International Limited Hong Kong, limited Trading in Hong Kong 2 ordinary shares 100%
liability company of HK$1 each
ZEARERAA B8 AREEAHA RERES vl 100%
BRAKIT
Hualing Refrigerant Hong Kong, limited Investment holding 2 ordinary shares 100%
Engineering Limited liability company. in Hong Kong of HK$1 each
ERHRTRBERAH B BR REBREER Egeliolie 100%
BREBIT
Hualing (Far East) Limited British Virgin Islands, Investment holding 1 ordinary share 100%
limited liability company in Hong Kong of US$1
2% ERER RBRAES REAREZR TR 100%
BREERAA BRIET
Hualing (Guangzhou) PRC, limited liability Distribution of HUALING Registered capital 100%
Electrical Appliances Co,, Ltd. company brand products in the PRC  HK$10,000,000
("Hualing Appliances”)
£k (BN ERERA mE - FREEAR NAEHEEER A MER 100%
(EER7)) i 8 2 E 7 110,000,0007C
INDIRECTLY HELD:
RERE
Guangzhou PRC, limited liability Manufacture and sale Registered capital 100%
Hualing Air-conditioning & company of air-conditioners and US$20,000,000
Equipment Co,, Ltd. electronic appliances
(‘Air-conditioning”) in the PRC
EMNEZEHRBERRAA mE - AR NP ESER 7 # &R 100%
([Ex=H]) ZHRRE 20,000,000% 7T
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13.INVESTMENTS IN SUBSIDIARIES (Continued) 13 B RARKE (&)

Place of incorporation/

Particulars of issued

establishment and Principal activities and share capital/ Effective
kind of legal entity place of operation registered capital interest held
Name /R ER TEEBR BRTR R
AREH ATk E BEBE BERE B
Guangzhou Hualing PRC, limited liability Distribution of HUALING Registered capital 95.5%
Electrical Household company brand products in the PRC RMB3,000,000
Appliance Enterprise Co,,
Ltd. ("Hualing Household")
EMNEZZELEARAA TE - BREEAF R BHEEER &R 95.5%
(TEERZE]) i i 2 B i AR #3,00000070
Hefei Hualing Electrics PRC, limited liability Manufacture and sale Registered capital 50.05%
Co, Ltd. company of mini-refrigerators RMB91,200,000
in the PRC
AREEZESERAA mE - BREEAF iNGHETE S g &R 50.05%
D 3H/NEKAE AE#91,200,0007C
CGuangzhou Hualing PRC, limited liability Manufacture and sale Registered capital 96.25%
Refrigeration Co,, Ltd. company of refrigerators in the PRC US$1,441,715
EMNEZZRERAA hE - BREEAR R B EE R AMER 9625%
7 kA6 1441715% 7T
Growth Plus Properties Ltd. British Virgin Islands, Investment holding in 1 ordinary share 100%
limited liability company the British Virgin Islands of US$1
Growth Plus Properties Ltd. RERZES REBRELES L@R1R 100%
BREERARA REER BRI1ZT
China Appliances.com Limited British Virgin Islands, Investment holding in 1 ordinary share 100%
limited liability company the British Virgin Islands of US$1
HEXERFRA RBRAES NEBRRES ERR IR 100%
BREERAA REZR BRIET
Chengdu Hualing Electrical PRC, limited liability Dormant Registered capital 99.77%
Household Appliance Co,, Ltd. * company RMB2,500,000
KBEEREERAA* hE - BREEAR BEXY AMER 99.77%
AR %2,500,0007T
Guangzhou Hualing Property PRC, limited liability Property management Registered capital 95.5%
Management Co,, Ltd. company in the PRC RMB1,100,000
EMEZBZERAF hE - BREEAR R EYEER &R 95.5%

AR 1,100,000
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13.INVESTMENTS IN SUBSIDIARIES (Continued) 13 B RARKE (&)

Place of incorporation/

Particulars of issued

establishment and Principal activities and share capital/ Effective
kind of legal entity place of operation registered capital interest held
Name 2R R TEEBR BRTR AR
RAREH AR mEhy BERE B
Guangzhou Hualing Shopping PRC, limited liability Dormant Registered capital 95.5%
Mall Co.,, Ltd* company RMB500,000
BMNTEEE SRR AR HE - BREEAF BEEXH AMER 95.5%
AR #500,0007T
Guangzhou Ma Hui PRC, limited liability Dormant Registered capital 57%
Hualing Taxi * company RMB2,000,000
EMFegridEn hE - EREEAH BEEH BRI 57%
AR #2,000,0007T
Hualing Technology British Virgin Islands, Investment holding in the 1 ordinary share 100%
(Investment) Limited limited liability company British Virgin Islands of US$1
EERR(RE)AERAR RBRAES NEABRRES TR 100%
BREERAT REER BRIZET
Chongging Shuigang Hualing PRC, limited liability Dormant Registered capital 99.77%
Electrical Household company RMB3,000,000
Appliance Co,, Ltd*
ERRABELASREE HmE - BREEAF BEXH A MER 99.77%
BRRAA* A& #3,000,0007T
Guangdong Hualing PR, limited liability Manufacture and sale Registered capital 100%
Commercial Air-conditioning company of air-conditioners RMB30,000,000
Equipment Co,, Ltd. in the PRC
EREZTRERREFRAF HmE - BREEAF iNGRICTE S g A MER 100%
DHEH AR #30,0000007
*  As at 31 December 2004, these subsidiaries were to be closed and *

under the process of deregistration.

IS
»

“EENE+-_A=+—H - LB
B TRMY EEMIEEHTE -

o
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14.INTERESTS IN ASSOCIATED COMPANIES 1456 & N AR
Group
.3
2004 2003
HK$'000 HK$'000

BETR BETT

Share of net assets

B FEE 27,658 29,063

Investments at cost:

RE - BRAE

Unlisted equity interests, at cost JE LM - EAAE 39,760 39,760
The particulars of the principal associated companies at 31st FEBREARAN_TENF+A=+—
December 2004 are as follows: HZ#FFBmT :

Place of incorporation/ Particulars of Effective

establishment and issued capital/  interest held
Name kind of legal entity Principal activities registered capital (Indirectly)

AR B R BBTK MRS
NEIEE ARER FEXH BERA ERER
Xi'an Dongling Refrigerating PRC, limited liability Manufacture and sale Registered capital 25%

Compressors Co., Ltd. company of refrigerator US$18,670,000

("X'an Dongling") COMPressors
ARREZSBERERAA RE BREEAA SUE R kR RNV 25%

(MARRE]) B 18,670,000% 7T
Guangzhou Hualing Polyfoam PRC, limited liability Manufacture and sale Registered capital 19%

Co,, Ltd. ("Hualing Polyfoam”) company of polyfoam products US$1,000,000
BMEZRAREHNERRA RE - EREEAA SUE R 2 #HBIK A A 19%
([#%8mK]) BHER 1,000,000% 7T
All associated companies in the PRC are sino-foreign equity joint FIEEFRBEKIZEBERRARTINGE
ventures. s
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15.INVENTORIES 1578
Group
rEE
2004 2003
HK$'000 HK$'000
BT BT
Raw materials R 140,152 210,419
Work-in-progress ERm 15,886 36,867
Finished goods AL oh 188,306 302,614
344,344 549,900
At 31st December 2004, the carrying amount of inventories that are RZZTZNE+-A=+—8  FEKA
carried at net realisable value amounted to approximately BRI ERRAAFEAE78,101,0007T (=
HK$78,101,000 (2003: HK$22,128,000). TT =4 : %%22,128,0007T) °
16.TRADE AND OTHER RECEIVABLES 16.8 5 K H b F& W =X
Group Company
rE NN
2004 2003 2004 2003

HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT

Trade receivables (Note (a)) 2 5 WK (BT 5E (a)) 204,611 246,949 - =
Notes receivable (Note (b)) FE W R % (FY3E (b)) 25,983 31,490 - =
Prepayments and FARERTR

other receivables H & Y R 109,321 92,065 565 409

339,915 370,504 565 409
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16.TRADE AND OTHER RECEIVABLES 16.EZREMEKRIR (&)

(Continued)

(@) No standard credit term policy was adopted by the Group as
the credit terms granted by the Group varied towards different
customers. At 31st December 2004, the ageing analysis of the

trade receivables was as follows:

(@) AEEETEPHNERERE AR -
B 1tk AN 52 [ 9 AR A RO (5 A BOR - Y
“ZENE+_R=+—H B5E
Wk Z BRER DATEA T

Group Company
e AR HE
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BY%TR  BET
Within 1 year —FR 202,632 226,552 - -
In the second year —FUEEWEA 1,979 14,750 - =
Over 2 years N A - 5,647 - -
204,611 246,949 - =
(b) Notes receivable (b) FE ik E &
The balance represents bank acceptance notes with maturity ZERFE AN E A AR H 2 R AR E
periods within six months. S -
17. PREPAID VALUE-ADDED TAX 178 B EH

Hualing Household and Hualing Appliances have paid input value-
added taxes to the State Tax Bureau for the finished goods
purchased from China Refrigeration and Air-conditioning. In accordance
with the relevant PRC tax regulations, these value-added taxes can
be offset with the output value-added taxes arising from the sales in

the future but are not refundable.

ERREREEAAABETEARALRE
ZZEF R m B R B T ERE
BN - REPEBBOER - ZFEETA
FFME R R EE A SH IR EN - 8
PNARIE ©
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18.TRADE AND OTHER PAYABLES 18.EZ RHEMENR
Group Company
rE b NN
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
BETT BET T BET T BET T
Trade payables (Note (a)) B 5 Rk (FiT5E () 586,348 564,656 - =
Provision for staff welfare and bonus B TR REEES 1,918 8,398 1,918 8,163
Accruals HRRE M 86,908 25,662 - -
Advances from customers T8 I AR 3K 105,423 115,616 - -
Notes payable (Note (b)) FANESAGEAG))) 212,152 280,234 - =
Payable for property, BEWE BER
plant and equipment BT AN 15,034 13,128 - -
Others HAth 7,866 33,647 4,249 1,227
1,015,649 1,041,341 6,167 9,390

(a) At 31st December 2004, the ageing analysis of the trade

payables was as follows:

@ RNZEZEMOF+_R=+—H E5
R R ZERE DT

Group Company
KE PN

2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
BET T BT T BET T BT T
Within 1 year —F R 542,133 543774 - -
In the second year —FUEERMEA 27,215 18,628 - -
Over 2 years S 17,000 2,254 - -
586,348 564,656 - —

(b) The balance represents bank acceptance notes issued by the
Group with maturity periods of less than six months. At 31st
December 2004, the notes payable were pledged by bank
deposits of approximately HK$101,254,000 (2003:
128,059,000).

(b) ZABEAREEFRE 2 RITHEALES
HEANEAREE - R_TTNE+
ZR=+—8 ' AEMZEERREN
RITIE A BB 101,254,000 (=
T LT =4F : 5% 128,059,0007T) °
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19.TAXES PAYABLE 19.FE {5 Bi 18

Group

K&
2004 2003
HK$'000 HK$'000
BT T T T
Value-added tax HER 257 1,150
PRC enterprise income tax PR EER 2,442 326
Others HAb 152 272
2,851 1748

20.PROVISIONS FOR WARRANTY 0. EmMREEE

HEMREEBEZS ZOMMOT :

The movement of warranty provision was analysed as follows:

Group

RE
2004 2003
HK$'000 HK$'000

BT T BETT

At 1st January 2004 R-_ZEZTWMFE—HF—H 17,399 16,110
Charge for the year (Note 4) AEFRE (FFaE4) 15,677 19,415
Less: Amounts utilized B EBARIE (13,670) (18,126)
At 31st December 2004 RZZEZTNMFE+=—A=+—H 19,406 17,399
Hualing Appliances, provides free repair and replacement services EERNRRHERER E=F22E4
ranging from one year to three years after sales. The cost of the EREHEBRYE  EEARRREHER

g
Ao AR 745 1 2 A 2 BN TA AR R 2 m 8 5 1
WLE‘IH‘I-TTE R-_ZZEE+_H=+—8
AEBHDHECRAERFTRTEMZ
REEME -

warranty obligation under which Hualing Appliances agrees to
remedy defects in its products is accrued at the time the related
sales are recognised. As at 31st December 2004, the Group had
provided for expected warranty claims on household electrical

appliance items sold.
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21.BANK LOANS 2188 1TER
Group
AEE
2004 2003
HK$'000 HK$'000

BT T BET T

Short-term bank loans, secured MHSRTTER  BEER 564,169 510,637
Long-term bank loans RHEIRITER 42,305 28,151
606,474 538,788
At 31st December 2004, the Group's bank loans were repayable as RZTTMFE+A=+—H ' XEER
follows: TERERBRAET :
2004 2003
HK$'000 HK$'000

BETR BETT

Within one year —F AR 564,169 510,637

In the second year F-ER 42,305 28,151
606,474 538,788

Interests of the bank loans are charged on the outstanding balances HRAT B R SRR A K (B2 85 2 2.94%

at interest rates ranging from 2.94% to 6.696% per annum (2003: £6.696% 6 (ZTZ=F : FF|FE3.69%

3.69% to 5.84% per annum). %5.84%) °©

Property, plant and equipment with net book value of approximately AEBERERBRTERERNET

HK$258,672,000 (2003: HK$245,975,000) have been pledged as ¥ BERZENEEFAENABE

security for the Group's short-term bank loans. 258,672,000 (Z T E =4 : B

245,975,0007T) °

As of the date of approval of the accounts, short-term bank loans of HEARKRBHAERS  KNEBERBTHH
approximately HK$149,000,000 have been renewed and will be #£149,000,000TT R BIRITER * ZEE

due for repayments in 2006. KRBT RFEPEE -
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22.PENSIONS 2.EKE

The Group has arranged for its Hong Kong employees to join the
Mandatory Provident Fund Scheme (the “MPF Scheme"), a defined
contribution scheme managed by an independent trustee. Under
the MPF Scheme, each of the group companies (the employer) and
its employees make monthly contributions to the scheme at 5% of
the employees’ earnings as defined under the Mandatory Provident
Fund legislation. The contributions from each of the employer and
employees are subject to a cap of HK$1,000 per month and
thereafter contributions are voluntary. For the year ended 31st

December 2004, no contribution was forfeited.

The Company's subsidiaries established in the PRC participate in the
local retirement schemes of the PRC. Pursuant to the relevant
regulations, the Group is currently required to make a monthly
contribution equivalent to 15% to 28% of the monthly salaries in
respect of its full-time and temporary employees. The aggregate
amount of the Group's contributions (net of forfeited contributions)
for the year ended 3 1st December 2004 amounted to approximately
HK$8,382,000 (2003: HK$8,181,000).

AEBERHAEEZEREEZ N A
BB R IEAE R KRR EH K& - s&
ERES 8 ([REESFE) o REERS
MRABEAPIRE - ARE (BE) RAK
Bz EEHAEEAKES AFN5%NER®
BEREHR - EERE S FHE G IE A
ERAREAER1,000T - BRI EAE
ZHREBEREE #HE_TTMEL+—
AH=1+—B  HEBRESHRLHK -

AN 55 E R AR B B N7 ) T A A2 B AR B AR
RINSEE - BEBEABIGK  AEERA
BASZMEENZBRERE T A% 15%
228%Z R c RBEZZZTWEFE+A
=+—HIEFE  AEBZ#HFL2%E (B
HMERR U Z HEK) ) 7% #8,382,0007T (=
TT =4 : A&%8,181,0007T) °
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23.SHARE CAPITAL AND SHARE OPTIONS 23. 8 AN K BE B R
(a) Share capital (a) RZ&
Authorised
EE R A
Ordinary shares of HK$0.1 each
ZEREREEBK0IT

Number of shares ('000 ) HK$'000
RHOEE (FR) BT T

At 31st December 2004 and 2003 R-_ZZTWM R —_TT=4F
+—H 1,600,000 160,000

Issued and fully paid
ERTRARKRAK
Ordinary shares of HK$0.1 each
EERSREEEYIT
Number of shares ("000) HK$'000
BRHHBE (FR) BETT

At 1st January 2003 R-_ZTEE=F—H—H 1,381,876 138,188
Exercise of share options eRtditiie 3 160 16
At 31st December 2003 R-ZFT=F+=-A=+—8 1,382,036 138,204
Issue of shares* BT A * 200,000 20,000
Exercise of share options 17150 M Ak
(Note 23(b)) (MzE=1+=(®b)) 6,000 600
At 31st December 2004 R-_ZEZEWMF+=-_A=+—H 1,588,036 158,804
*  On 13th February 2004, the issued share capital of the Company * WR-ZTTME—_F+=H ARFRZEHE
was increased to approximately HK$158,804,000 by issuing TRAEER —BEESERABLHE  UT
200,000,000 ordinary shares to third party investors at a price of fRAEo40TMEBE=ZFHREEET
HK$ 0.40 per share through a placing and subscription arrangement. 200,000,000 % ¥ i i M 1 = 4 % K&
These shares rank pari passu with the existing shares. 158,804,0007T ° ZE#ET 2R M ERE

B ZFARSFER
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23.SHARE CAPITAL AND SHARE OPTIONS 3B ARBERE (&)

(Continued)

(b) Share options (b) BIRE

The share option scheme adopted by the Company on 26th
November 1993 (“1993 Share Option Scheme") expired on
25th November 2003. A new share option scheme (“2003
Share Option Scheme”) was approved by the shareholders at
the Annual General Meeting on 27th June 2003 and was
adopted thereafter. 1993 Share Option Scheme was terminated
immediately upon the adoption of 2003 Share Option Scheme.
The options granted under 1993 Share Option Scheme will

remain in force and effect.

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

upon which such option is deemed be granted and accepted.

RARR—AN=F+—A=+H
R BEESE (AN =F8BK
BB DR _ZET=F+—A=+1a
Bfm - FREREAE (2T =F
BREE D ER=_TT=F A=
- B AR B R & HE /I BIHR A -
“ER=FBREFERAE NN
=FEBREECEARL - MRE
—NMN=FBRET SR L 2 BRE
MEKA -

BE-NAN=FERESE - A28
ERREBRETASEZHITES
REBUREARADG ZRG - xS
ZAOARRRR—AANFERAZ+
A HBEITRAZ20045E @ R)E
ERERT 1B 7R A B8 B 2 7R 1 A AR 7R
EREKZ A EERAR R B BETRA
E{E 858 2 10% (T B 48 B T{E R AR 4
mET2 kD) - RIRBHESETE -
EMFERRG 2 MESZER LS
AR 7 B B BT A B2 5 B Ik 72 & 7S B
EBRGAERAR ([BRA]) 275
WM B2 80% (AR =& RLE) o BEF
—NN=FBRETE - BREATR
HUWRIER M REMZ B AR ERR
BEFEIFTE o
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23.SHARE CAPITAL AND SHARE OPTIONS 3 AREBIRAE (&)

(Continued)

(b) Share options (Continued) (b) B (&)

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

as follows:

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

discretion within the above categories.

R —NAN=FEARET S0 B R R
REa EmARE T E [EREE
ZHE  ARARZBZ=FAZ
THBERIE-NAN=FERETEIL
RO —ZZ=FHEREE - FB5W
T

T -_FREREFIZEN =5
FEAREAHE - BEMNEBET &
ZB2HEE  BIERAEERRR 2

KEs - MREARRERE
7 MY WE &/%A¥//\%ﬁaﬂ
THEERBEE - —TT=FEK
BBz EERBEALBEREE
EX(BEATESRIFMTES) R
BE  AEBEERIFERHEAAL
ARBEERRLEES  AAF
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23.SHARE CAPITAL AND SHARE OPTIONS 3B ARBERE (&)

(Continued)

(b) Share options (Continued) (b) R (&)

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

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

the Company.

HiRE T =FBRETERER
BRI E A BB ARE T 8B K B R
T 2 PR M R AT HARE 1 Al AR 21T
ZEERHEE @ TEBEARARD
R ZBEITRAZ3I0%  RIE-FF
= FBRETE RA R FHE A H A
ARFEET B TR 2 IR ER AT
ERA] TR RBETZRMDEE - T
BHRBRAATNR-_ZEE=F A=+
+HBEEITRMD Z10%  HEARAE A
ERRASERKRRUEEHF T
= FERETEIT Z10%MREE c R=
TR =+ _fA=+—0  AQFH
R—NAN=FERETE TR LEOE
% #6,960,0008% i# R 171 + [FF&F A 3%
1TRE AR AR (9 48 815 138,203,640 ° 7%
HFARRTNR-_TEE=FA=+
+HE BTG 2 10% °

PEERE BRI EE+ @A 5
RE-_ZE=FBEREAZRAAF
Ef AR B MR 2EALE
Hz BT DR T ET
ZRHEE - NMEBEENKEBRHE
BT 2 1% © FE— FR B IR
B ERERAERRNAARKRER
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23.SHARE CAPITAL AND SHARE OPTIONS 23 AR ERRE (&)

(Continued)

(b) Share options (Continued) (b) B (&)

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

approval in general meeting of the Company.

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

business day; and (iii) the nominal value of the share.

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

No share options were granted, cancelled or lapsed under the

share option schemes of the Company during the year.

BE_TT=FERESE AR
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23.SHARE CAPITAL AND SHARE OPTIONS 3B AREEBEIRAE (&)
(Continued)
(b) Share options (Continued) (b) R (&)

Movements of the share options granted under the 1993 Share

Option Scheme during the year are as follows:

FA - ARBREBE-NAN=FBRE
AR ZEREZEBHOT

Qptions Options
held at Qptions Options Lapsed/ held at
It granted exercised cancelled Ilst Evercise
January during during during December price Brerdsable ~ Exercisable
Name 2004 the year the year the year 2004 HKS  Grantdate from un
BREHR  MREEE  EREHR  BREEME  MRREEE
H-350E R Ef B R-28ME ikl s ks
3] -R-# i g KM/HE tZAZt-B A RiHAR B z
Diectos; £
Thang Yin Hua RIE 800000 = = = 800000 0930 3091997 30/9/1997 30/9/2007
LoWing Sang Bt
Vincent 2,000,000 = (2,000000)¢ = = 0244 17/2/2000 17/2/2000 17/2/2010
1,000,000 = (1,000000)* = = 021 5/1/2000 5/1/2000 4712010
Chan Wi Dune Rtk 2,000,000 = (2,000,000 = = 0244 17/2/2000 17/2/2000 17/2/2010
1,000,000 = (1,000,000 = = 021 5/1/2000 5/1/2000 4712010
Employees = 160,000 = = = 160,000 021 5/1/2000 5/1/2000 472010
6,960,000 = (6,000,000) = 960000

*  Exercise date was 22nd November 2004. At the date before the
options were exercised, the market value per share was HK$0.38.
Mr. Lo Wing Sang, Vincent had resigned as the director since 22nd
December 2004.

**  Exercise date was 25th November 2004. At the date before the
options were exercised, the market value per share was HK$0.41.

Options exercised on 22nd November 2004 and 25th
November 2004, resulted in 6,000,000 (2003: 160,000)
shares being issued at HK$0.244 and HK$0.211 (2003:
HK$0.211), yielding proceeds after transaction costs (net of
deferred income taxes) of approximately HK$1,397,000 (2003:
HK$31,000).

Kok

TERBHA-ZETNF+—A=+=
B EERESEN—B  BRWE
AABK038T c BEEXRHEA-ZT
MEF+ A+ _HBEARESE -

AEARR-EENF+—A=THh
B EBBRETEA—R > SRME
REKO4IT -

RZZZEMF+—A=-+-_BER=_ZZTN
F+—RA=-+RATFEZEBRE AT
BAB#0244% 0211 T (BT =F : B

75 #0.2117t) 176,000,000 (

TEE =

— ==

160,000) & ° FEHIFR R SR A (FBRIEE P
BE) B Z T3
T =4 : B 31,0005T) °©

A4 &7 ¥ 1,397,0007C
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24.RESERVES 24.f# &
General Enterprise
Share reserve expansion Exchange Accumulated
premium fund fund reserve losses Total
—RfEE CERR
R 17 % 8 2 He ENRfFHE RAER B
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETIT BETr BETn BETT BETr BETrx
(a) Group (@ =&
Balances as at —ET=F
1st January 2003 —A—B&%%E 509,383 37,361 16,958 28,339  (298,769) 293,272
Issue of ordinary shares BT ERAR 18 - - - - 18
Share issue expenses KRHETER (3) - - - - (3)
Translation difference AEEERER
during the year - - - (977) - (977)
Loss attributable to e e
shareholders - - - - (76,976)  (76,976)
Balances as at —TEE=F+_H
31st December 2003 =+ —H#%% 509398 37,361 16,958 27362  (375745) 215334
Issue of ordinary shares BITLEAR 60,798 - - - - 60,798
Share issue expenses KA ETER (2,761) - - - - (2,761)
Translation difference AEEERER
during the year = = = 206 = 206
Reserves transferred R EHHEE
to profit and loss account & FR i B 8 (A 8
upon disposal of ZE=IE
taxi licenses - (5,640) - - - (5,640)
Loss attributable to % 3R R 1 &5 B
shareholders = = = - (628,755) (628,755)
Balances as at —TEWME+ R
31st Decernber 2004 “+—B#E 567435 31721 16958 27568 (1,004,500) (360,818)
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24.RESERVES (Continued) 24148 ()

General Enterprise
Share reserve expansion Exchange Accumulated
premium fund fund reserve losses Total
—RiEE LERE
IR 4 75 B S EE ENFRE ZRiEBR L]
HK$'000  HK$000  HK$000  HKFO00  HK$000  HK$'000
BETT BETr BETr BETT BETr BEETx

(b) Company (b) &A"A A
Balances as at —ET=F—-A—H

Ist January 2003 AR 509,383 - - - (282,243) 227140
Issue of ordinary shares BITERAR 18 - - - - 18
Share issue expenses BrETER (3) - - - - (3)
Loss for the year KEEE - - - - (61,124) (61,124)
Balances as at —EE=F+_H

31st December 2003 =+—HB#E 509,398 - - - (343367) 166,031
Issue of ordinary shares BTTER 60,798 = = = = 60,798
Share issue expenses KD EITER (2,761) - - - - (2,761)
Loss for the year REEE - - - - (385950) (385,950)
Balances as at “ETMEFTZA

31st December 2004 =+—H&%% 567435 - - - (729317) (161,882)
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24.RESERVES (Continued)

24.5% 18 (&)

(c) The Company's PRC subsidiaries are required to follow the laws
and regulations of the PRC and their articles of association.
These subsidiaries are required to provide for certain statutory
funds, namely, general reserve fund and enterprise expansion
fund, which are appropriated from net profit after taxation but
before dividend distribution based on the local statutory
accounts prepared in accordance with accounting principles and
relevant financial regulations applicable to enterprises established
in the PRC. These PRC subsidiaries are required to allocate at
least 109% of its net profit to the reserve fund until the balance
of such fund has reached 50% of its registered capital. Such
appropriations are determined at the discretion of the directors.

The general reserve fund can only be used, upon approval by

(© AABEFREZHEBREAZRFE
HUERARE RESH AR ZERMA o
ZEMBRARERBE T EEES
DRAAFEESRECERERES B
B RB BB RETAR B 2 R 741 12
B ZEFBREEPEAEEER

SEER REET B ERMEEL
AEERE o WEPR 2B QA
W E AT R IR B S 2> 100051 A (£
© HERRFEESEHREEZHEM
BARH)50%ALE o IWERKAEEN
HEEE - REESECEHEE Rt
Efein ] AIEE I RET BB SIL NE

the relevant authority, to offset accumulated deficit or increase PN
capital.
25.DEFERRED TAXATION 25 3 $E Bt 1/

Deferred taxation is calculated in full on temporary differences under
the liability method using taxation rates applicable to the companies

comprising the Group.

Temporary differences are mainly arising from:

EERIR 2 BRA B EARE TR ZRA
SEETNTARERZHEXFERS -

SERETRERA
2004 2003
HK$'000 HK$'000

BET T BETT

Accumulated losses of some of BB AR Z
its subsidiaries carried forward 2t &8

Provision for inventory obsolescence FERIKERE

Write down of inventory to net 15 & Rk = 7] &
realisable value RFE

Provision for doubtful receivables R AR

Others HAth

601,326 381,227
81,590 10,859
26,540 7,006
86,459 46,646

134,588 28,142

930,503 473,880
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25.DEFERRED TAXATION (Continued) 25.3E FE Bi 15 ()

AERBPBECECRERIREESR

The potential deferred tax assets not provided for in the accounts

amounted to:

mr

2004 2003
HK$'000 HK$'000
BETT BT
Accumulated losses of some of its o E A A

subsidiaries carried forward 25t k518 195,789 123,349
Provisions for inventory obsolescence FERIREE 13,867 1,801

Write down of inventory to net 5 & Rk = 7] &
realisable value 5 FE 6,625 1,724
Provision for doubtful receivables RERERE 20,944 11,189
Others HAh 27,169 8,041
264,394 146,104

REERABRA  UEEBRNREHELT
BIRE(E o R THEE R K2 D Al T
T MaAEREREEEZZAR -
FTCAE £ 2t 52 8 By 2 R EE A VIR FE TR IR B
EARRIER -

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

temporary differences can be utilised.

R-TEWE+= A=+ —BREHZE
EREAEIBAMLT -

The expiry date of deferred tax assets not provided as at 31st

December 2004 is as follows:

2004 2003
HK$'000 HK$'000

BET T BT T

Expire within 1 year —F A E|H 25,920 8,481
Expire in 1 ~ 2 years —Z W F F 8 24,977 25,920
Expire in 2 ~ 3 years Y 2 = 4F 5| 51 30,682 24,977
Expire in 3 ~ 4 years = Z Y4 5| 8 30,517 30,682
Expire in 4 ~ 5 years /b ZE f F 5 A 80,870 30,517
No expiry date EEH A 71,428 25,527
264,394 146,104

According to Provisional Regulations on PRC Enterprise Income Tax BHRBECEMGHRETEMNE T —F - K
5 B RS2 A B O BT /BB X B 2 S 4R AT 45 5

RRERRREFZ ERBAE -

No.11, tax losses of the PRC subsidiaries of the Group can be carried

forward to offset future assessable profit for a period of 5 years.
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26.CONSOLIDATED CASH FLOW STATEMENT 26.RERETMER
(a) Reconciliation of operating loss to net cash (o) EBEBREKLEELZR
(outflow)/ inflow generated from operations & (FH)  TAFEE K
#*
2004 2003
HK$'000 HK$'000

BT T BET T

Loss before taxation

Adjustments:
Depreciation
Amortisation of intangible assets
Impairment of goodwill
Share of loss of associated companies
Impairment of property, plant and equipment
Deficit on revaluation of investment
properties not covered by previous surplus
Loss on disposals of property, plant
and equipment
Gain on disposal of taxi licenses
Provision for warranty
Government grants
Interest income
Interest expense
Bank handling charges
Effect of foreign exchange translation

Al E1E (616,229) (67,626)
AE
e 69,378 75,152
A EEH 950 1,031
SR AR 3,401 =
JEH &R R B 1,405 1,197
& 7 & =R E 2 113,274 =
RAELEMBHRA THEEZ

KEMESHRE 70,264 =
HEME - BKER

BEECPS 14,696 2,331
HE R EE R K (11,518) =
EmRERE 2,007 1,289
BT 4 B W A (2,181) (4,847)
B U A (4,239) (2,969)
MBS 31,792 33,308
RITFEE 2,238 1,943
SNEEIE 2 2 (847) 2,535

Operating (loss)/profit before

working capital changes carried forward

RELBETRI RS

]
(FE518) /a Fl (325,609) 43,344
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26.CONSOLIDATED CASH FLOW STATEMENT 26 EHERER (B)

(Continued)

(a) Reconciliation of operating loss to net cash (o) BEFRHEALEEL 2T
(outflow)/ inflow generated from operations & (ORH) A FELE K
(Continued) & (&)

2004 2003
HK$'000 HK$'000

BT BT T

Operating (loss)/ profit before working AL EEREHAI2

capital changes brought forward m (B8 a7 (325,609) A%, 544
Decrease/(increase) in inventories FE®ML (8 205,556 (153,304)
(Increase)/decrease in due from JRE Uiz [ Bt~ R FRIE

related companies (g m) (1,243) 477
Decrease/(increase) in trade and B 5 & H i FE WK

other receivables B (38 0) 30,589 (121,450)
Decrease/(increase) in prepaid AT E

value-added taxes B (38 0) 4,474 (19,021)
Increase/(decrease) in due to JE {5 B B~ R 3RIE

related companies i, G ) 3,974 (9,060)
(Decrease)/increase in trade and B 5 R E b EAR

other payables CR A/ #&in (29,926) 428,537
Increase/(decrease) in other H th A B K45 00,

taxes payable ORt4) 1,103 (19,512)
Net cash (outflow)/inflow generated REEEZR®

from operations i)/ RAFE (111,082) 150,011
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26.CONSOLIDATED CASH FLOW STATEMENT 6. ERERER (B)
(Continued)
(b) Analysis of changes in financing during the year b) X FEBEEEZE T
wmT
Share capital
including premium Bank loans Minority interests
R 5 R 5 EE RITEXR DR RER

2004 2003 2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$HO00 HK$000 HKE000

At 1st January Rn—A—H 647602 647571 538,788 530,468 51,352 41,334
Minority interests' in DR R A

share of loss and BB R

exchange reserves R - - - - 6,045 2,844
Issue of ordinary shares %17 & i@ % 81,398 34 - = - =
Share issue expenses 1T ) & (2,761) 3) - - - -
Proceeds from new IR0

borrowings - — 589,552 571,630 - -
Repayment of loans BEER - (521,866) (563,310) - -
Dividends [ie=) - - - - (4,234) -
Cash injection by a DERRR

minority shareholder BEEA - - - - - 7174

At 31st December W+—A=+—H 726,239 647602 606,474 538788 53,163 51,352
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27. CONTINGENT LIABILITIES 27. S RE &
Group Company
KE VNN |
2004 2003 2004 2003

HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETR BETT

Discounted letters of credit BEREZBERBRR
with recourse EHRE 34,885 26,260 - =
Bills of exchange discounted/ BEREZBERE
endorsed with recourse HEESR 217,186 1,385 - =
252,071 27,645 - -
Management anticipates that no material liabilities will arise from the EEEE LMRE A EEE 2 ERES
above discounts of letters of credit or bill or bills endorsement which ERURKEREERTEELAERNEE -
arose in the ordinary course of business.
28.COMMITMENTS 28. 7K I
(a) Capital commitments for purchases of (o) BEY*X BERREZ
property, plant and equipment: BXRE -
Group
RE
2004 2003
HK$'000 HK$'000

BETT BETT

Contracted but not provided for B 418 R BAE 60,009 4,140
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28.COMMITMENTS (Continued) 28. 7 IE (&)
(b) Commitments under operating leases (b) FEHERIE

As at 31st December 2004, the Group had future aggregate
minimum lease payments under non-cancellable operating

leases for land and buildings as follows:

W-_ZEZEME+=-_A=+—8 " A&
ERETABB L REF LS
BEmMRRRZ N 2 HEREHR4E
BT

2004 2003
HK$'000 HK$'000
BETT BT T

Not later than one year F—FR 1,778 8,837

Later than one year and not E—FkZE
later than five years ERLFRN 81 -
1,859 8,837

(c) The Company did not have any material commitments as
at 31st December 2003 and 2004.

© AARARZZTZT=FR-_ZZTWEF+
“A=tT - HUEEFREREARE -
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29.RELATED PARTY TRANSACTIONS .BHAE RS

Save as disclosed elsewhere in this set of accounts, the material BRERREREMMEFEE RSN - K

related party transactions are as follows:

(a) Balances with related companies:

SEEREBEIRSFEDOT :

(@) HEBARZBRBEWT

Group Company
rE ERAH
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
BETT BB BETT BT T
Due from related companies: & U A Bk A ]
- Yungang Plastic Company Ltd. —EREHERAA
("Yungang Plastic"), a company (EBEH) ~5E
in which the Group had a 5142501 25
14.25% equity interest - 116 - -
~ Foshan Midea Household —BILUTENRAESR
Appliance Co,, Ltd* BER A
("Midea Household (ENKRE])
Appliance”) 527 - - -
~ Foshan Midea Refrigerator N
Co,, Ltd* ("Midea Refrigerator”) BARDA
(IX#9kAE1) 714 - - -
~ Guangdong Midea —-ERENEA
Commercial Air Conditioner ERFRE
& Equipment Co,, Ltd* BARDA
("Midea Commercial EokEERE
Air Conditioner") 118 - - -
1,359 116 - =

*  These are the related parties controlled by the ultimate holding

company of the Company.
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29.RELATED PARTY TRANSACTIONS (Continued) 0.BH IS (8)

(@) Balances with related companies (Continued): () HEEAM AR ZAENAT (F) :
Group Company
xE PN
2004 2003 2004 2003

HK$'000 HK$'000 HK$'000 HK$'000
BETR BETT BETT BETT

Due to related companies: FE T BARE A A ¢
— Yungang Plastic —ERBEH - 1,497 - -
— Xi'an Dongling, an associated ~ — P % )% -
company —HE R A 3,735 4,674 - -
— Hualing Polyfoam, an — BN
associated company —HE R A 98 2,621 - -
— Guangzhou Finance —BEEABEERAA
Company Limited (HAEmE)*
("Guangzhou Finance”) * - 468 - 461
— Foshan Weishang — R L B e R EE
Technology Industrial ER (£H)
Development (Holding) BRA T
Company Limited (TfB L] )
("Foshan Weishang")** 9,401 - - -
13,234 9,260 - 461
*  Guangzhou Finance, a wholly-owned subsidiary of Guangzhou * BERREMNBEREEEEAR([E
International Trust and Investment Corporation (“GZITIC"), the MIEFED 2B EZEROFLRE - BME
former controlling shareholder of the Company. FERZA R A LART A ERRARER -
**  Foshan Weishang, a related party in which the ultimate holding o HBILER - AARARRKERA RS
company of the Company had significant impact. EREEAZEMMBER@E T -
The balances due from/to related companies are interest free FEU e REE A R EE R B BAE

and are repayable on demand. BAER o
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29.RELATED PARTY TRANSACTIONS (Continued)  29.BBf 5 X 5 (&)

(b) Significant related party transactions, which were carried out in (b) EFFEEEHE N EEE R RETH
the normal course of the Group's business are as follows: BARSMT ¢
Group
&
2004 2003
HK$'000 HK$'000

BET T BETT

Purchases from Hualing Polyfoam mEZARREE R 3,674 4612
Purchases from and processing mMESLBHREE R

charges paid to Yungang Plastic R TE 1,071 1,931
Purchases from Xi'an Dongling MR RZEREEm 75 278
Sales to Yungang Plastic mEBERIEE - 2,369
Sales to Midea Household Appliance MENREHEE R 450 -
Sales to Midea Refrigerator MZERKEHEE SR 1,499 =
Sales to Midea Commercial I 3% /) 7 R == 8

Air Conditioner HESm 101 -
The above transactions with related parties are conducted in the iR B R A S A ER Y e
ordinary course of business at market price similar to those offered ERFIRETE=HE=75 KR

to/from third parties. EEARET o
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30.SUBSEQUENT EVENTS

30.AHEBRE I

Save as dislosed in other notes to the accounts,

@

(b)

In the first quarter of 2005, the Midea Group has injected a
loan of approximately HK$50,000,000 and has provided
guarantee to a bank for banking facilities of approximately
HK$56,000,000 extended to the Group.

On 4th January 2005, a consulting company (the “Plantiff”) has
lodged an accusation of breach of consultancy contract against
a PRC subsidiary of the Group. The compensation fee claimed
by the Plantiff was approximately HK$ 2,820,000. In the
opinion of legal counsel, it is too early to estimate the likelihood
of an unfavourable outcome. The directors are of the opinion
that even if the accusation is valid, there will be no material
adverse effect on the financial position of the Group and

consequently no provision has been made in these accounts.

BRERE HMMEmmEEI

@

(b)

R-ZZEZERFE—F  ENEERAK
= EIR 4975 50,000,0007T 2 (B 5K
WiBBRRITHER  RETFAEEL
75 56,000,000 Z SRITIEE °

RZZTZTRF—AWEA - —HEMA
A ([READ) B®ERBRE Lm R4
5 E — R B R A AR AR ER o IR
HAREZEEERLAE2,820,000
T ERERRA A BERERZ
AR EZME c ERRE - AlfE
ERERHFAN BT eHAEEZH
BIRIER ERERTHFE - Bt
WAER AR B NE L B o

31.ULTIMATE HOLDING COMPANY

3L.BRERADE

The shares of the Company held by Guangzhou International Group

Co,,

Limited, the former ultimate holding company, were transferred

to Midea International Corporation Company Limited, a subsidiary of
Midea Group, on 11th November 2004. The directors regard Midea

Group, a company incorporated in the PRC, as being the ultimate

holding company from 11th November 2004 on.
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32.APPROVAL OF ACCOUNTS

32.EEEB

The accounts were approved by the board of directors on 22nd April
2005.
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