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NOTICE IS HEREBY GIVEN that the Annual General Meeting of the shareholders of Kader
Holdings Company Limited (the “Company”) will be held at 12/F, 22 Kai Cheung Road, Kowloon

Bay, Kowloon, Hong Kong on Friday, 28th May, 2004 at 10:30 a.m. for the following purposes:–

1. To receive and consider the Audited Financial Statements and Reports of the Directors and

Auditors for the year ended 31st December, 2003.

2. To elect directors and fix their remuneration.

3. To appoint auditors and authorise the directors to fix their remuneration.

4. As special business to consider and, if thought fit, pass with or without amendments, the
following resolutions as Ordinary Resolutions:-

(A) “THAT:–

(a) subject to paragraph (b) of this Resolution, the exercise by the directors of the

Company (the “Directors”) during the Relevant Period of all powers of the Company
to repurchase issued shares in the capital of the Company on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) or any other stock exchange on

which the shares of the Company may be listed and recognised by the Securities
and Futures Commission of Hong Kong and the Stock Exchange for this purpose,
and that the exercise by the Directors of all powers of the Company to repurchase

such shares, subject to and in accordance with all applicable laws, be and is
hereby generally and unconditionally approved;

(b) the aggregate nominal amount of shares of the Company repurchased by the
Company pursuant to the approval in paragraph (a) of this Resolution during the
Relevant Period shall not exceed 10 per cent of the aggregate nominal amount of

the share capital of the Company in issue at the date of passing this Resolution
and the said approval be limited accordingly; and

(c) for the purposes of this Resolution:

“Relevant Period” means the period from the passing of this Resolution until

whichever is the earliest of:–

(i) the conclusion of the next annual general meeting of the Company;

(ii) the expiration of the period within which the next annual general meeting of
the Company is required by the Bye-laws of the Company or any applicable

law to be held; and

(iii) the revocation or variation of this Resolution by an ordinary resolution of the

shareholders of the Company in general meeting.”
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(B) “THAT:–

(a) subject to paragraph (c) of this Resolution, the exercise by the directors of the
Company (the “Directors”) during the Relevant Period of all the powers of the
Company to allot and issue shares in the capital of the Company or securities

convertible into such shares, or options, warrants or similar rights to subscribe for
any shares of the Company or such convertible securities, and to make or grant
offers, agreements or options which might require the exercise of such powers be

and is hereby generally and unconditionally approved;

(b) the approval in paragraph (a) of this Resolution shall be in addition to any other

authorisation given to the Directors and shall authorise the Directors during the
Relevant Period to make or grant offers, agreements or options which would or
might require the exercise of such powers after the end of the Relevant Period;

(c) the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) by the

Directors pursuant to the approval in paragraph (a) of this Resolution, otherwise
than pursuant to (i) a Rights Issue (as hereinafter defined); or (ii) any option
scheme or similar arrangement for the time being adopted for the grant or issue to

officers and/or employees of the Company and/or any of its subsidiaries of shares
or rights to subscribe for shares in the Company; or (iii) any scrip dividend scheme
or similar arrangement providing for the allotment of shares in the Company in lieu

of the whole or part of a dividend pursuant to the Bye-laws of the Company from
time to time, shall not exceed the aggregate of 20 per cent of the aggregate
nominal amount of the share capital of the Company in issue at the date of passing

this Resolution and the said approval be limited accordingly;

(d) for the purposes of this Resolution:

“Relevant Period” means the period from the passing of this Resolution until
whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the Company;

(ii) the expiration of the period within which the next annual general meeting of
the Company is required by the Bye-laws of the Company or any applicable
law to be held; and

(iii) the revocation or variation of this Resolution by an ordinary resolution of the
shareholders of the Company in general meeting.
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“Rights Issue” means an offer of shares open for a period fixed by the Directors to
holders of shares of the Company or any class thereof on the register of members

on a fixed record date in proportion to their then holdings of such shares or class
thereof (subject to such exclusion or other arrangements as the Directors may
deem necessary or expedient in relation to fractional entitlements or having regard

to any restrictions or obligations under the laws of, or the requirements of any
recognised regulatory body or any stock exchange in any territory outside Hong
Kong).”

(C) “THAT conditional upon the passing of Resolutions No. 4(A) and 4(B) set out in the
notice of the meeting of which this Resolution forms part, the general mandate granted

under Resolution No. 4(B) above be extended by the addition of an amount representing
the aggregate nominal amount of shares repurchased by the Company pursuant to and
in accordance with the said Resolution No. 4(A) to the aggregate nominal amount of

shares that may be allotted or agreed conditionally or unconditionally to be allotted by
the Directors pursuant to and in accordance with the said Resolution No. 4(B)”

5. As special business to consider and, if thought fit, pass with or without amendments, the
following resolution as Special Resolution:–

“THAT the Bye-laws of the Company be amended as follows:

(A) by adding the following new definitions after the definition “corporate representative” in

Bye-law 1:

“associate” shall have the same meaning as defined by the rules, where applicable, of

any Designated Stock Exchange;

“Designated Stock Exchange” shall mean a stock exchange which is an appointed stock

exchange for the purposes of the Companies Act in respect of which the shares are
listed or quoted and where such appointed stock exchange deems such listing or
quotation to be the primary listing or quotation of the shares;

(B) by deleting the existing definition of “Clearing House” in its entirety in Bye-law 1 and
substituted by the following:

“Clearing House” shall mean a recognised clearing house within the meaning of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) or a clearing

house or authorised shares depository recognised by the laws of the jurisdiction in
which the shares of the Company are listed or quoted on a stock exchange in such
jurisdiction;

(C) by inserting the words “Without prejudice to Bye-law 89(C),” at the beginning of Bye-law
89(B);
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(D) by adding a new sub-paragraph (C) in the following wordings to Bye-law 89:
“Where any member is, under the rules of any Designated Stock Exchange, required to

abstain from voting on any particular resolution or restricted to voting only for or only
against any particular resolution, any votes cast by or on behalf of such member in
contravention of such requirement or restriction shall not be counted.”

(E) by deleting the words “in respect of any contract or arrangement in which he is directly
or indirectly interested” and substituting therefor the words “on any board resolution

approving any contract or arrangement or any other proposal in which he or any of his
associates has a material interest” in Bye-law 108(B)(ii);

(F) (i) by inserting the words “or his associates” immediately after the words “giving to him”
in Bye-law 108(B)(ii)(a); and (ii) by inserting the words “or any of his associates”
immediately after the words “lent by him” and immediately after the words “undertaken

by him” in Bye-law 108(B)(ii)(a);

(G) by deleting the words “himself” and substituting therefor the words “or his associates has

himself/themselves” in Bye-law 108(B)(ii)(b);

(H) by deleting Bye-law 108(B)(ii)(c) in its entirety and substituting therefor a new Bye-law

108(B)(ii)(c) in the following wordings:

“(c) any proposal concerning an offer of shares or debentures or other securities of or

by the Company or any other company which the Company may promote or be
interested in for subscription or purchase where the Director or his associates is/
are or is/are to be interested as a participant in the underwriting or sub-

underwriting of the offer;”

(I) (i) by deleting the word “is” immediately after the words “other company in which the

Director” and substituting therefor the words “or his associates is/are”; (ii) by deleting the
word “is” immediately after the words “shareholder or in which the Director” and
substituting therefor the words “or his associates is/are”; (iii) by deleting the words “the

Director together with his associates is not” and substituting therefor the words “the
Director and any of his associates are not in aggregate”; and (iv) by inserting the words
“(or any third company through which his interest or that of his associates is derived)”

immediately after the words “issued share capital of that company” in Bye-law
108(B)(ii)(d);

(J) (i) by inserting the words “, their associates” immediately after the words “relates both to
Directors”; and (ii) by deleting the words “as such any privilege or advantage not” and
substituting therefor the words “or his associates, as such any privilege or advantage not

generally” in Bye-law 108(B)(ii)(e);

(K) (i) by inserting the words “or his associates” immediately after the word “Director”

wherever it appears in Bye-law 108(B)(ii)(f); and (ii) by inserting the word “generally”
immediately before the word “accorded” in Bye-law 108(B)(ii)(f);
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(L) (i) by deleting the word “is” immediately before the word “interested” and substituting
therefor the words “or his associates is/are”; and (ii) by deleting the words “his interest”

and substituting therefor the words “his/their interest” in Bye-law 108(B)(ii)(g);

(M) by deleting the words “not less than seven and not more than twenty-eight days before

the date of the general meeting” in Bye-law 114 and adding the words “The length of
period, during which the aforesaid notices may be given, will be at least seven days
commencing no earlier than the day after the despatch of the notice of the general

meeting appointed for such election and ending no later than seven days prior to the
date of such meeting.” at the end of Bye-law 114.”

By Order of the Board
William Li Kai-wan
Company Secretary

Hong Kong, 16th April, 2004

Notes:

(1) A member entitled to attend and vote at the meeting convened by this Notice is entitled to appoint one or

more proxies to attend and, on a poll, to vote in his place. A proxy need not be a member of the

Company.

(2) To be valid, a form of proxy, together with any power of attorney or other authority (if any) under which it

is signed or a notarially certified copy of that power of attorney or authority, shall be deposited at the

Principal Place of Business of the Company at 22 Kai Cheung Road, Kowloon Bay, Kowloon, Hong Kong

not less than 48 hours before the time fixed for holding the meeting or any adjourned meeting.

(3) An explanatory statement giving the details of item nos. 4 and 5 of this Notice in relation to the proposed

grant of general mandates to repurchase and issue shares of the Company, and amendments to Bye-

laws of the Company will be sent to Shareholders of the Company together with the 2003 Annual Report.



8

Chairman’s Statement

KA
D

ER
 H

O
LD

IN
G

S 
C

O
M

PA
N

Y 
LI

M
IT

ED

I have pleasure in presenting to our shareholders the annual report of Kader Holdings Company
Limited (the “Company”) and its subsidiaries (collectively the “Group”) for the year ended 31st

December, 2003.

The Board of Directors of the Company (“the Board”) announces that the audited consolidated

results of the Group for the year ended 31st December, 2003 recorded an operating turnover of
approximately HK$495.3 million. Profit from ordinary activities before taxation was HK$879,000
which is an improvement as compared to last year’s recorded loss of HK$28.7 million. In pursuing a

prudent financial management strategy, the Board has resolved not to recommend any payment of
dividend to the shareholders for the financial year under review.

2003 was a crucial year for Hong Kong. We faced severe challenges and experienced a very
difficult year. In the first half of the year, Hong Kong economy was dampened by the outbreak of
the SARS epidemic; while in the second half of the year, we experienced a V-shape recovery from

the lowest point.

During the most difficult period, the Group closely adhered to the advice of various health bodies

to take cautious precaution and policy to prevent the outbreak of the SARS epidemic within the
factory in the PRC. This cautious policy successfully protected the Group’s factory from the
adverse impact of the epidemic, and the influence to the Group’s production line was kept to

minimal.

In the second half of the year, Hong Kong’s economy progressively recovered from the setback of

SARS. Together with the significant improvement in global economic climate, there was visible
business growth. The Group is well prepared to meet this tremendous turning point and now it is
time to enjoy this fruitful result. The Group is pleased to announce that the Group’s turnover for the

year has increased by 40.3% as compared to the corresponding period of the preceding year.

Looking ahead, the strength of the economic recovery is still weak. Adverse factors like fluctuation

in production costs and the coming back of the SARS epidemic still exist. In particular, the Board is
much concerned about the coming election of the American President, the result of which will
probably affect the pace and policy of economic growth in the United States.

On the optimistic side, 2004 will be a prosperous year. The Hong Kong Government and the
Central Government carried out extensive economy planning and schedules to stimulate the

economy. With the implementation of the Closer Economic Partnership Arrangement (CEPA), the
launch of the Disney project, and the closer economic ties of Hong Kong with Pearl River Delta, the
Board anticipates that Hong Kong’s manufacturing industry will benefit and will recover from the

previous decline at a steady pace. The Group will continue to seize attractive development
opportunities and is confident to fulfill our goal in achieving a better performance in 2004.

Taking this opportunity, on behalf of the Board, I would like to thank our dedicated employees for
their contribution to the Group, our valuable shareholders for their continuous support, and our
loyal customers for their confidence in the Group.

Dennis Ting Hok Shou
Chairman

Hong Kong, 16th April, 2004



Management Discussion and Analysis

KA
D

ER
 H

O
LD

IN
G

S 
C

O
M

P A
N

Y 
LI

M
IT

ED

9

RESULTS

The Group’s turnover for the financial year ended 31st December, 2003 amounted to approximately
HK$495.3 million, representing an increase of 40.3% over that reported in the previous financial
year. The loss attributable to shareholders in the financial year of 2003 is approximately HK$5

million. (2002: loss of HK$39 million).

During last year, there were signs of gradual global economic recovery. In the United States, the

economy recovered steadily, while in the PRC, there was rapid business growth and the economic
climate was good. In Hong Kong, despite being adversely affected by the outbreak of the SARS
epidemic in the first half of the year, the economy progressively recovered during the second half

of the year. The Group, having its production plant based in the PRC, and its major customer base
from the United States, benefited from such improved economic situations. Despite facing keen
competition and harsh operational conditions, the Group achieved an increase of 40.3% in

business turnover as compared to the corresponding period of the preceding year.

BUSINESS REVIEW

Toys

During 2003, the Group was operating under keen competition and harsh operational conditions.
Raw material prices and other operational costs were high, while the PRC government had
tightened the labor laws and custom policies that resulted in increased production costs. Despite

all these unfavorable operating conditions, the Group recorded strong growth in OEM/ODM toys
business. During the period under review, the turnover for the OEM/ODM toys business amounted
to HK$198.8 million, an increase of 120% as compared to the corresponding period of last year.

During the outbreak of SARS in March 2003, the Group managed to keep the impact of the
epidemic to minimal and maintained the production line in good performance level. When the time

came for the economy to turnaround from the bottom, the Group is well prepared to meet the
opportunity. During year 2003, business orders in the OEM/ODM toys business had increased
tremendously, and the Group had successfully fulfilled its mission in producing high quality

products under tight delivery lead-time and exercised tight cost control.

Model Trains

During the period under review, turnover in model trains increased by 15% as compared to the
corresponding period of last year. The Group benefited from the recent economic growth in both

Europe and the United States, as well as from the Group’s continuous efforts in developing the
Group’s own brand name products. It is a global sign that there was growing demand for
collectibles, and the Group’s model trains were most welcome in the field of model train collectors

in both Europe and the United States.

In Europe, the Group’s own brand name product line, Graham Farish, is becoming more and more

popular in the market. It is anticipated that business from Graham Farish will be steadily
increasing.
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In the United States, several of the Group’s Bachmann products continue to be “Award of the Year”
in 2003, namely “Bachmann Spectrum Large Scale 2-6-0 Locomotive” was awarded Large Scale

Locomotive of the Year; “Bachmann Spectrum On30 Two Truck Shay Locomotive” was the award of
O-Scale Locomotive of the Year; “Bachmann Spectrum On30 Log Car, Woodside Dump Car, V
Dump Car” was awarded Narrow Gauge Wagon of the Year; and lastly, the “Bachmann Spectrum

Large Scale Heisler Locomotive” was awarded Large Scale Model of the Year. The Group is proud
of its continuous leading position in the model train industry.

Looking ahead, the Group will focus on developing its own brand name products, widening product
ranges and increasing market share.

Property Investment

During the period under review, the rental income of the Group dropped slightly, a decrease of 8%

as compared to the corresponding period of last year. The drop is mainly due to the termination of
several leases as a result of the adverse impact to Hong Kong’s economy during the outbreak of
the SARS epidemic in March 2003. However, the Group managed to secure new tenants and the

occupancy rate maintained at around 80% as of 31st December, 2003.

During the year under review, the Group placed great efforts in upgrading its rental properties,

studying various improvement plans, usage conversion plans etc., aiming to increase the
development potential of the premises. With the recent remarkable signs of recovery in the
property market, the Board anticipates the property investment will make a better contribution to

the Group’s revenue.

Investment Holding

During July 2002, the Group was brought into litigation arising from the termination of the agency
in relation to the management of the Resort at Squaw Creek (“the Resort”). In March 2003, the

Group reached a settlement with the disputing party, and in August 2003, the litigation ended. After
the settlement, the disputing party’s interest in the Resort was bought out, with funding from the
Ting family, the majority shareholder of the Group. The directors agreed that the settlement was in

the best interests of the Group.

During the year under review, the Resort had been operating under harsh conditions. Although the

US economy has shown steady improvement in year 2003, the hotel industry had little benefit from
this weak recovery. Consumer confidence was still weak while competition within the industry
remained keen. Occupancy rate and room rates both deteriorated due to keen competition, these

eventually lead to low profit margin and weak performance.

In April 2004, a new hotel operator, Destination Hotels & Resorts, was appointed to manage the

Resort. Although the Resort did not provide contribution in year 2003, the Group has great
confidence in the new management and believes that the performance of the Resort will improve
under the management of the new hotel operator.
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FINANCIAL REVIEW

Liquidity and Financial Resources

As at 31st December, 2003, the Group’s current ratio was 0.80 (2002: 0.83). The Group’s total bank

borrowings have decreased from approximately HK$278 million as reported last year to
approximately HK$250 million as at year-end. The financial gearing of the Group, based on the
total bank borrowings to the shareholder’s equity was maintained at 57% (2002: 64%). There is no

significant seasonality of borrowing requirements except during peak sales period when the
Group’s trade loans will be comparatively higher.

Capital Structure

During the year ended 31st December, 2003, there were no movements in the Company’s share

capital. The Group’s capital instruments are mainly composed of bank loans and directors’ support,
which are in HK dollars, sterling and US dollars at prevailing market rates.

Charges on Group Assets

As at 31st December, 2003, certain investment properties, leasehold land and buildings and other

assets of the Group with a total net book value of approximately HK$621 million (2002: HK$502
million) were pledged to banks to secure banking facilities granted to the Group.

Material Acquisitions and Disposals

There are no material acquisitions and disposals during the year ended 31st December, 2003. At

the moment, there are no major plans for material investments or capital assets.

Exchange Rate Exposure

Major assets, liabilities and transactions of the Group are denominated either in sterling, U.S.
dollars, Canadian dollars, Renminbi or Hong Kong dollars. During the year under review, the

exchange rate of US dollars and Renminbi against Hong Kong dollars was relatively stable while
sterling and Canadian dollars had appreciated. Both sterling and Canadian dollars formed part of
the Group’s revenue source, the Group benefited from the appreciation of these two currencies.

Contingent Liabilities

As at 31st December, 2003, the Group did not have significant contingent liabilities except:

(a) Around May 2003, a Group company was bought into litigation with a supplier of resin

materials. The supplier has taken action against the Group company for settlement of a
trading debt amounting to HK$643,980. However, the Group company has counter claimed for
US$590,000 as the resin materials supplied did not meet the required specifications. The

directors believe the Group will not suffer any material loss as a result of these claims.
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(b) During the last quarter of 2003, a Mexican company commenced a law suit in the State of
Arizona against the Company based on their claims that the Company is a guarantor for a

Lease Agreement of factory premises occupied by Siempre Novedoso De Mexico (Sinomex)
S.A. de C.V. (“Sinomex”) as tenant (“Litigation”). Sinomex was a member company of the
Group that was disposed in mid 1996. The plaintiffs allege claims against Sinomex and the

Company of approximately US$5,000,000 for unpaid obligations of Sinomex under the Lease
Agreement.

In early January of 2004, the Company’s legal counsel filed a Motion to Dismiss the complaint
in the Litigation based upon the applicable law of Arizona and that of the location of the
property, Hermosillo, Mexico. In that Motion, the Company argues that the Arizona court has

insufficient subject matter and personal jurisdiction over the Company under the Guarantee
for the case to continue in that court, and as such, the case should be dismissed against the
Company. Plaintiffs have not responded to the Company’s Motion to dismiss as of this date.

Management having considered the Litigation with legal counsel to the Company, the
Directors believe that the Company’s Motion to Dismiss plaintiffs’ complaint is meritorious,

and that the Company has valid defenses to the claims of the plaintiffs. As such, the
Company intends to vigorously defend the matter. On that basis, the Company has not made
provision in relation to this claim.

EMPLOYEES AND REMUNERATION POLICIES

As at 31st December, 2003, the Group employed approximately 4,800 (2002: 5,100) full time
management, administrative and production staff in the United States, Europe, PRC and Hong
Kong. The Group remunerates its employees based on their performance, experience and

prevailing industry practice. In the area of staff training, the Group encourages and supports staff
to engage and participate in continuing studies or self-enhancement courses.

AUDIT COMMITTEE

The Audit Committee has met with the management to review the year-end financial statements

and consider the significant accounting policies, and to discuss with the management about the
Group’s internal control system.
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PROSPECTS

Looking forward, the Board anticipates that 2004 will be a year of recovery. As a matter of fact, the
official forecast of Hong Kong’s GDP growth is 6% for 2004. Total exports and imports of goods
grew by 11.7% and 11.5% respectively in 2003. The fiscal deficit and the unemployment rate are

expected to decline gradually. Local interest rates continue to stay at a low level, and the property
market is steadily recovering. All these basic economic conditions strengthened the operating
environment for Hong Kong’s manufacturing and export business.

On the other hand, competition has remained keen. Orders received are getting smaller in terms of
lot size, while shorter delivery lead-time is generally required. The Board also alerted the possible

harm to the Group’s profit margin caused by the recent price fluctuation on electronic components
and raw materials, like plastics, zinc alloy and packaging materials, etc.

However, the Group is always well prepared to strive for challenges and will closely monitor the
operational situation and adhere to cautious precaution policies. To reduce operational costs and
stay competitive, the Group will focus its strategies on cost control, enhancing product quality and

improving productivity. The Group also adopts a prudent approach on cash management and
continues to reduce stock level. Besides strengthening the core business, the Group also aims to
explore new products, deploying new knowledge and new technologies, as well as to widen

customer base.

The Board is cautiously optimistic to the future economic development, and is confident in leading

the Group to maintain its top position in the toys industry, to commit total satisfactory to the
customers and to provide high quality products to the market.

By the Order of the Board
Kenneth Ting Woo-shou
Managing Director

Hong Kong, 16th April, 2004
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The directors of the Company (the “Directors”) submit herewith their annual report together with
the audited financial statements for the year ended 31st December, 2003.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.

The principal activities of its subsidiaries are the manufacture and sale of plastic, electronic and

stuffed toys and model trains, property investment, investment holding and trading.

The analysis of the principal activities and geographical locations of the operations of the Company

and its subsidiaries during the financial year are set out in Note 10 on the financial statements.

SUBSIDIARIES

Particulars of the Company’s major subsidiaries at 31st December, 2003 are set out on pages 76
and 77 of the annual report.

DIVIDEND

The Directors do not recommend the payment of a dividend for the year ended 31st December,
2003.

FINANCIAL STATEMENTS

The loss of the Group for the year ended 31st December, 2003 and the state of the Company’s and

the Group’s affairs at that date are set out in the financial statements on pages 24 to 77 of the
annual report.

Movements in reserves during the year are set out in Note 27 on the financial statements.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five financial
years is set out on pages 79 and 80 of the annual report.
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MAJOR SUPPLIERS AND CUSTOMERS

The percentages of purchases and sales attributable to the Group’s largest suppliers and
customers are as follows:

2003 2002
% %

Purchases

– the largest supplier 5 6
– five largest suppliers combined 20 23

Sales

– the largest customer 16 6
– five largest customers combined 35 21

Except as disclosed under “Directors’ Interests in Contracts” below, none of the directors, their
associates or shareholders (which to the knowledge of the directors own more than 5% of the
Company’s share capital) were interested at any time in the year in the above suppliers or

customers.

DONATIONS

Donations made by the Group during the year amounted to HK$46,000 (2002: HK$4,000).

FIXED ASSETS

Movements in fixed assets during the year are set out in Note 11 on the financial statements.

PROPERTIES

Particulars of the major properties of the Group are shown on page 78 of the annual report.

BANK LOANS AND OVERDRAFTS AND OTHER BORROWINGS

Particulars of bank loans and overdrafts and other borrowings of the Group at 31st December,
2003 are set out in Notes 22 and 23 on the financial statements.

SHARE CAPITAL

There is no change in the authorised and issued share capital during the year.
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DIRECTORS

The Board of Directors during the financial year were:

Executive Directors: Non-Executive Directors:
Kenneth Ting Woo-shou Dennis Ting Hok-shou
William Li Kai-wan *Liu Chee-ming

*Moses Cheng Mo-chi

* (Independent Non-Executive Director)

In accordance with clause 189(ix) of the Company’s Bye-laws, Dr. Dennis Ting Hok-shou shall
retire by rotation at the forthcoming Annual General Meeting and, being eligible, offers himself for
re-election.

PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Non-Executive Chairman

Dr. Dennis Ting Hok-shou, OBE, JP, aged 70, has been the Non-Executive Chairman of the

Company since its incorporation in 1989. He has been a director of Kader Industrial Company
Limited since 1961.

Dr. Ting has served a number of trade organisations and public committees. At present, he is the
President of the Hong Kong Plastics Manufacturers’ Association, the Honorary President of the
Federation of Hong Kong Industries and the Chairman of the Board of Trustees of Hong Kong Shue

Yan College.

Dr. Ting is a director of H.C. Ting’s Holdings Limited which is a substantial shareholder of the

Company. He is a brother of Mr. Kenneth Ting Woo-shou.

Executive Directors

Mr. Kenneth Ting Woo-shou, JP, aged 61, has been the Managing Director and Chief Executive
Officer of the Company since its incorporation in 1989. He has been a director of Kader Industrial

Company Limited since 1971 and was appointed the Chairman in 1993. He is responsible for the
overall policy and development of the Group.

Mr. Ting currently serves as the Legislative Councilor representing the Federation of Hong Kong
Industries of the HKSAR, the Deputy Chairman of the Federation of Hong Kong Industries, the
President of the Hong Kong Plastics Manufacturers’ Association, the Chairman of the Vocational

Training Council - Plastics Training Board, the Honorary President of the Chinese Manufacturers’
Association of Hong Kong and the Honorary President of the Toys Manufacturers’ Association of
Hong Kong Limited. He is also a Director and Executive Committee Member of the Hong Kong

Plastics Technology Centre and a member of ICAC - Operation Review Committee, Information
Infrastructure Advisory Committee and The Council of The Hong Kong Polytechnic University.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT (continued)

Executive Directors (continued)

He also serves as a member of a number of other trade organisations and public committees such

as the Hong Kong Exporters’ Association and the Hong Kong General Chamber of Commerce. He
was also a member of the Selection Committee of the Hong Kong Special Administrative Region
and an Advisor of Hong Kong District Affairs to the Liaison Office of the Central People’s

Government in the Hong Kong Special Administrative Region.

Mr. Ting is a director of H.C. Ting’s Holdings Limited which is a substantial shareholder of the

Company. He is a brother of Dr. Dennis Ting Hok-shou.

Mr. William Li Kai-wan, aged 41, is a Fellow Member of the Chartered Association of Certified

Accountants and a member of the Hong Kong Society of Accountants. Mr. Li was appointed to the
Board in 1994 and is responsible for strategic planning and investments of the Group.

Independent Non-Executive Directors

Mr. Liu Chee-ming, aged 53, has been an Independent Non-Executive Director of the Company

since June 1998. Mr. Liu is the Managing Director of Platinum Securities Company Limited. Prior to
setting up Platinum, Mr. Liu was a member of the Executive Committee of Jardine Fleming
Holdings Limited where he had worked for 19 years. He was the head of Corporate Finance

Division between 1992 and 1996.

Mr. Liu was also a Governor of the Singapore International School between 1991 and 1994, and

has been a member of the Takeovers Appeal Committee and Takeovers Panel of the Securities and
Futures Commission since May 1995.

Mr. Moses Cheng Mo-chi, JP, aged 54, was appointed an Independent Non-Executive Director of
the Company in March 1999. Mr. Cheng is a Senior Partner of P.C.Woo & Co., a firm of solicitors
and notaries in Hong Kong. Mr. Cheng was a member of the Legislative Council of Hong Kong

between 1991 and 1995. He is the Founder Chairman of the Hong Kong Institute of Directors of
which he is now the Honorary President and Chairman Emeritus. He also serves on the boards of
various listed companies as an independent non-executive director.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for election at the forthcoming Annual General Meeting has an
unexpired service contract with the Company or any of its subsidiaries which is not determinable
by the employing company within one year without payment of compensation, other than normal

statutory obligations.
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DISCLOSURE OF INTERESTS

Directors’ and Chief Executives’ Interests and Short Positions in the Share Capital of the
Company and the Associated Corporations

As at 31st December, 2003, the interests and short positions of the directors and the chief
executives of the Company in the shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of the Securities and Futures Ordinance

(“SFO”)) as recorded in the register required to be kept under section 352 of the SFO or as
otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by Directors of Listed

Companies contained in the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) were as follows:

Interests in the Company

Number of Ordinary Shares of HK$0.10 each

Personal Family Corporate Total number % of total

Name of Directors Interests Interests Interests of shares held issued shares

Kenneth Ting Woo-shou 93,865,385 586,629 (i) 244,175,800 (ii) 338,627,814 50.89%

Dennis Ting Hok-shou 9,692,817 275,000 (iii) 236,969,800 (iv) 246,937,617 37.11%

William Li Kai-wan – – – – –

Liu Chee-ming – – 1,000,000 1,000,000 0.15%

Moses Cheng Mo-chi 11,000 – – 11,000 0.002%

Notes:

(i) The spouse of Mr. Kenneth Ting Woo-Shou is the beneficial shareholder.

(ii) Included in the “Corporate Interests” above were 209,671,000 shares of the Company held by its

substantial shareholder, H.C. Ting’s Holdings Limited, in which Messrs. Dennis Ting Hok-shou and

Kenneth Ting Woo-shou together have a controlling interest; and 34,504,800 shares of the Company held

by its substantial shareholder, Glory Town Limited, in which Mr. Kenneth Ting Woo-shou has a controlling

interest.

(iii) The spouse of Dr. Dennis Ting Hok-Shou is the beneficial shareholder.

(iv) Included in the “Corporate Interests” above were 209,671,000 shares of the Company held by its

substantial shareholder, H.C. Ting’s Holdings Limited, in which Messrs. Dennis Ting Hok-shou and

Kenneth Ting Woo-shou together have a controlling interest.
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DISCLOSURE OF INTERESTS (continued)

Interests in associated corporations

Name of No. of shares held % of interests
associated Beneficial Class of Personal Family Corporate in associated
corporation interests shares Interests Interests Interests corporation

Allman Holdings Kenneth Ting Ordinary – – 920 (i) 63.89%
Limited Woo-shou shares of

US$1.00 each

Pacific Squaw Kenneth Ting Ordinary – – 1,000 (ii) 100%
Creek, Inc. Woo-shou shares of

US$1.00 each

Squaw Creek Kenneth Ting Not applicable (iii) – – – 72% (iv)
Associates, LLC Woo-shou

Squaw Creek Kenneth Ting Not applicable (iii) – – – 8% (v)
Associates, LLC Woo-shou

Notes:

(i) These interests are held by Tyrol Investments Limited which is wholly owned by Mr. Kenneth Ting Woo-

shou.

(ii) These interests are held by Allman Holdings Limited. Mr. Kenneth Ting Woo-shou’s beneficial interests in

Allman Holdings Limited was disclosed in Note (i) above.

(iii) Squaw Creek Associates, LLC does not have issued share capital, percentage of interest in SCA

represents interest in capital account balance.

(iv) These interests are held by Pacific Squaw Creek, Inc., Mr. Kenneth Ting Woo-shou’s beneficial interests

in Pacific Squaw Creek, Inc. was disclosed above.

(v) These interests are held by Ting Corporation which is wholly owned by Mr. Kenneth Ting Woo-shou.

All the interests stated above represent long positions. As at 31st December, 2003, no short
positions were recorded in the register required to be kept under section 352 of the SFO.

Save as disclosed above, as at 31st December, 2003, none of the directors or chief executives of
the Company nor their spouses or children under 18 years of age has interests or short positions in
the shares, underlying shares and debentures of the Company or any of its associated

corporations, as recorded in the register required to be kept under section 352 of the SFO or as
otherwise notified to the Company pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies.

Directors’ Rights to Acquire Shares or Debentures

At no time during the year was the Company or any of its subsidiaries a party to any arrangement
to enable the directors of the Company to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate.
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Substantial Shareholder’s Interests

As at 31st December, 2003, save for certain directors’ interests in the share capital of the
Company as disclosed above, no other person was recorded in the register kept by the Company
under section 336 of the SFO, as having an interest of 5% or more of the issued share capital of

the Company.

DIRECTORS’ INTERESTS IN CONTRACTS

The Group has interests in associates, Allman Holdings Limited, Pacific Squaw Creek, Inc. and
Squaw Creek Associates, LLC, in which Mr. Kenneth Ting Woo-shou has beneficial interests.

During the year, the Group had dealings in packaging printing with New Island Printing Company
Limited (“New Island”) which are carried out at arm’s length and in the ordinary course of business

of the Group. Mr. Kenneth Ting Woo-shou was interested in these transactions as a non-executive
director and shareholder of New Island. Purchases from New Island during the year amounted to
HK$5,972,000 which accounted for approximately 3.5% of the Group’s total purchases.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS(ES)

During the year and up to the date of this report, Messrs Kenneth Ting Woo-shou and Dennis Ting
Hok-shou, Shareholders and Directors of the Company, are considered to have interests in
Qualidux Industrial Company Limited, a company engaging in toys manufacturing long before the

listing of the Company on The Stock Exchange of Hong Kong Limited, which competes or is likely
to compete with the business of the Group pursuant to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.

As the Board of Directors of the Company is independent from the board of the above mentioned
company and none of the above Directors can control the Board of the Company, the Group is

capable of carrying on its business independently of, and at arm’s length from, the business of
such company.

DISCLOSURE UNDER CHAPTER 13 OF THE LISTING RULES

As at 31st December, 2003, the Group had certain financial assistance to affiliated companies

which is disclosed below in accordance with Chapter 13 of the Listing Rules.
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Advances to Affiliated Companies

As at 31st December, 2003, the Company advanced a total sum of HK$79,707,000 to its affiliated
companies, the details of which are as follows:-

Interest Rate Amount of Advances
Affiliated Companies of Advances as at 31/12/2003

HK$’000

Allman Holdings Limited and its subsidiaries Interest-free 63,324
Mango Designs, LLC Interest-free 1,976

Hip Wah Industrial (Development) Limited Interest-free 7,462
The Melville Street Trust Interest-free 6,945

79,707

All the said advances were unsecured, repayable on demand and were funded by internal
resources and/or bank borrowings and were made for the purpose of providing investment funds
and/or working capital.

Set out below is a proforma combined balance sheet of the above affiliated companies as at 31st
December, 2003 (being the latest practicable date for determining the relevant figures) required to

be disclosed under Chapter 13 of the Listing Rules:–

Proforma Combined Balance Sheet as at 31st December, 2003

HK$’000

Fixed assets 824,994

Other non-current assets 3,621

Net current liabilities (67,997)

Bank loans and shareholders’ loans – long term (518,965)

Surplus in shareholders’ funds 241,653

The aggregate of the Group’s advances to affiliated companies as at 31st December, 2003
amounted to HK$79,707,000 which represents approximately 8.4% of the Group’s total assets as
at 31st December, 2003.
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PURCHASE, SALE OR REDEMPTION OF SHARES

There has been no purchase, sale or redemption of the Company’s shares by the Company or any
of its subsidiaries during the year ended 31st December, 2003.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s Bye-laws or the laws in Bermuda.

CODE OF BEST PRACTICE

The Company has complied throughout the year with the Code of Best Practice as set out in
Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited except that independent non-executive directors are not appointed for a specific term as

they are subject to retirement by rotation at Annual General Meetings in accordance with clause
189 (ix) of the Company’s Bye-laws.

AUDITORS

A resolution for the reappointment of KPMG as auditors of the Company is to be proposed at the

forthcoming Annual General Meeting.

By the Order of the Board

Kenneth Ting Woo-shou
Managing Director

Hong Kong, 16th April, 2004
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To the shareholders of Kader Holdings Company Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 24 to 77 which have been prepared in
accordance with accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company’s directors are responsible for the preparation of financial statements which give a
true and fair view. In preparing financial statements which give a true and fair view it is
fundamental that appropriate accounting policies are selected and applied consistently, that
judgements and estimates are made which are prudent and reasonable and that the reasons for
any significant departure from applicable accounting standards are stated.

It is our responsibility to form an independent opinion, based on our audit, on those financial
statements and to report our opinion solely to you, as a body, in accordance with section 90 of the
Bermuda Companies Act 1981, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong
Kong Society of Accountants. An audit includes examination, on a test basis, of evidence relevant
to the amounts and disclosures in the financial statements. It also includes an assessment of the
significant estimates and judgements made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the Company’s and the
Group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance
as to whether the financial statements are free from material misstatement. In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial
statements. We believe that our audit provides a reasonable basis for our opinion.

OPINION

In our opinion, the financial statements give a true and fair view of the state of affairs of the
Company and of the Group as at 31st December, 2003 and of the Group’s loss and cash flows for
the year then ended and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants

Hong Kong, 16th April, 2004
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Note 2003 2002
Restated

HK$’000 HK$’000

Turnover 2&10 495,325 353,049

Other revenue 3(a) 7,391 14,177
Other net expense 3(b) (2,880) (3,788)

Changes in inventories of finished goods
and work in progress 743 13,401

Cost of purchase of finished goods (13,254) (11,981)
Raw materials and consumables used (172,269) (95,430)
Staff costs (137,352) (120,092)

Depreciation and amortisation expenses (21,057) (23,605)
Other operating expenses (129,664) (120,501)

Profit from operations 26,983 5,230

Finance costs 4(a) (16,731) (19,959)
Share of loss of associates (9,373) (13,979)

Profit/(loss) from ordinary activities before taxation 4 879 (28,708)

Income tax 5 (6,209) (10,734)

Loss from ordinary activities after taxation (5,330) (39,442)
Minority interests – –

Loss attributable to shareholders 7 (5,330) (39,442)

Loss per share
Basic 8(a) (0.80¢) (5.93¢)

Diluted 8(b) N/A N/A

The notes on pages 32 to 77 form part of these financial statements.
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Note 2003 2002
Restated

HK$’000 HK$’000

Non-current assets
Fixed assets

– Investment properties 11 412,801 407,281
– Other property, plant and equipment 11 112,535 113,459

525,336 520,740
Investments in associates 13 171,552 88,817
Investment in a jointly controlled entity 14 – –

Other non-current financial assets 15 1,734 88,718
Intangible assets 16 – –
Deferred taxation 25(b) 9,334 5,856

707,956 704,131
------------------ ------------------

Current assets

Current investments 17 144 158
Inventories 18 144,138 158,906
Properties held for resale 19 4,672 4,672

Tax recoverable 25(a) 2,978 3,191
Trade and other receivables 20 71,860 72,604
Cash and cash equivalents 21,796 9,090

245,588 248,621
Current liabilities

Bank loans and overdrafts 23 (210,299) (219,941)
Trade and other payables 21 (83,537) (67,993)

Obligations under finance leases 24 (6,019) (5,871)
Tax payable 25(a) (8,807) (8,137)

(308,662) (301,942)

Net current liabilities (63,074) (53,321)
------------------ ------------------

Total assets less current liabilities carried forward 644,882 650,810
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Note 2003 2002
Restated

HK$’000 HK$’000

Total assets less current liabilities brought forward 644,882 650,810

Non-current liabilities

Interest-bearing borrowings 22 (167,358) (178,941)
Rental deposits (5,656) (2,456)
Obligations under finance leases 24 (1,163) (7,193)

Deferred taxation 25(b) (27,286) (25,967)
Accrued employee benefits (1,887) (2,389)

(203,350) (216,946)
Minority interests – –

NET ASSETS 441,532 433,864

CAPITAL AND RESERVES

Share capital 26 66,541 66,541

Reserves 27 374,991 367,323

441,532 433,864

Approved and authorised for issue by the Board of Directors on 16th April, 2004.

Kenneth Ting Woo-shou William Li Kai-wan
Director Director

The notes on pages 32 to 77 form part of these financial statements.
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Note 2003 2002
HK$’000 HK$’000

Non-current assets
Investments in subsidiaries 12 609,664 571,361

Investment in a jointly controlled entity 14 – –

609,664 571,361
------------------ ------------------

Current assets
Cash and cash equivalents 61 21

Current liabilities
Trade and other payables 21 (366,568) (330,898)

Net current liabilities (366,507) (330,877)
------------------ ------------------

Total assets less current liabilities 243,157 240,484
------------------ ------------------

Non-current liabilities
Amounts due to subsidiaries (39,821) (40,655)
Accrued employee benefits (265) (268)

(40,086) (40,923)
------------------ ------------------

NET ASSETS 203,071 199,561

CAPITAL AND RESERVES

Share capital 26 66,541 66,541

Reserves 27 136,530 133,020

203,071 199,561

Approved and authorised for issue by the Board of Directors on 16th April, 2004.

Kenneth Ting Woo-shou William Li Kai-wan
Director Director

The notes on pages 32 to 77 form part of these financial statements.
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Note 2003 2002
Restated

HK$’000 HK$’000

Shareholders’ equity at 1st January

As previously reported 457,705 492,257
Prior period adjustment arising from changes

in accounting policy for deferred tax 9 (23,841) (24,010)

As restated 433,864 468,247
------------------ ------------------

Surplus on revaluation of investment properties
As previously reported 719

Prior period adjustment arising from changes
in accounting policy for deferred tax 9 (45)

Surplus on revaluation of investment

properties, net of deferred tax
(2002: as restated) 27 8,189 674

Exchange differences on translation of the
financial statements of foreign entities 27 4,810 4,436

Net gains not recognised in the income statement 12,999 5,110
------------------ ------------------

Net loss for the year:
As previously reported (39,656)
Prior period adjustment arising from changes in

accounting policy for deferred tax 9 214

Net loss for the year (2002: as restated) (5,330) (39,442)
------------------ ------------------

Movements in capital reserve:

Write off of goodwill 27 (1) (51)
------------------ ------------------

Shareholders’ equity at 31st December 441,532 433,864

The notes on pages 32 to 77 form part of these financial statements.
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2003 2002
Note Restated

HK$’000 HK$’000

Operating activities
Profit/(loss) from ordinary activities before taxation 879 (28,708)

Adjustments for:
Depreciation of fixed assets 21,057 21,109

Impairment loss in respect of fixed assets 2,984 5,982
Amortisation of intangible assets – 2,496
Finance costs 16,731 19,959

Dividend income (1) (7)
Interest income (51) (211)
Share of loss of associates 9,373 13,979

Waiver of amount due to related company – (4,056)
Loss from partnership 1,853 1,409
Net (gain)/loss on sale of fixed assets (203) 85

Unrealised loss on listed investments 14 96
Unrealised gain on revaluation of investment

in Squaw Creek Associates, LLC (a) (1,727) (685)

Write off of goodwill (1) (51)
Foreign exchange loss 5,518 3,931

Operating profit before changes in working capital 56,426 35,328

Decrease/(increase) in inventories 14,768 (2,167)
Decrease in trade and other receivables 744 1,438

Increase in creditors and accrued charges 16,889 5,026
Decrease in rental deposits received (443) (395)
(Decrease)/increase in accrued employee benefits (502) 422

Cash generated from operations 87,882 39,652

Tax paid

Hong Kong profits tax paid (1,542) (953)
Overseas tax paid (6,178) (11,622)

Net cash from operating activities 80,162 27,077
------------------ ------------------
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2003 2002
Note Restated

HK$’000 HK$’000

Investing activities
Payment for purchase of fixed assets (18,406) (18,573)
Proceeds from sales of fixed assets 215 178
Proceeds from sales of land held for resale (b) – 28,333

Interest received 51 856
Dividend received 1 7
Capital element of distributions from partnership 7,511 7,642

Increase in investment in associate (a) – (1,950)
Increase in amounts due from associates (13,372) (6,842)
Increase in interest in Squaw Creek Associates, LLC (a) (584) (1,248)

Increase in amount due from partnership – (982)

Net cash (used in)/from investing activities (24,584) 7,421
------------------ ------------------

Financing activities
Proceeds from new bank loans 291,796 261,509
Repayment of bank loans (328,406) (284,165)
Net increase/(decrease) in bank overdrafts 6,621 (21,776)

Proceeds from finance lease transaction
for owned assets – 15,000

Capital element of finance lease rentals paid (5,882) (4,595)

Proceeds from new advances from shareholders – 900
Increase in amounts due to related companies

and related parties 2,437 570

New loans from a director 7,019 19,000
Interest paid (16,396) (17,821)
Interest element of finance lease rentals paid (474) (656)

Net cash used in financing activities (43,285) (32,034)
------------------ ------------------

Net increase in cash and cash equivalents 12,293 2,464

Cash and cash equivalents at 1st January 9,090 6,417

Effect of foreign exchange rates changes 413 209

Cash and cash equivalents at 31st December 21,796 9,090
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NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Major non-cash transaction

(a) During the year ended 31st December, 2003, the Group’s associate company purchased additional

shareholding in Squaw Creek Associates, LLC (“SCA”) and SCA also became an associate of the
Group. At this point, the Group’s investment in SCA was reclassified from other securities to
investments in associates. Further details are set out in Notes 13 and 15.

(b) During the year ended 31st December, 2002, the Group entered into the following non-cash
transactions:

(i) The Group entered into an agreement with an associate such that the amount due to an
associate of HK$87,360,000 was settled by offsetting the same amount due from another

associate.

(ii) Certain land held for resale was sold for cash consideration of RMB30,000,000 and residential

units in the PRC initially valued at RMB5,000,000. These residential units are included in
“properties held for resale” as at 31st December, 2002 and 2003.
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Notes on the Financial Statements (Continued)

11. FIXED ASSETS

The Group

Land and buildings Investment properties
 

In Outside In Outside
Hong Kong Hong Kong Equipment Sub-total Hong Kong Hong Kong Sub-total Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Cost or valuation:

At 1st January, 2003 14,131 25,247 419,634 459,012 346,350 60,931 407,281 866,293

Exchange differences – 1,444 1,838 3,282 – – – 3,282
Additions – – 18,406 18,406 – – – 18,406
Disposals – – (290) (290) – – – (290)

Surplus/(deficit) on
revaluation (Note (b)
below) – – – – (400) 5,920 5,520 5,520

At 31st December, 2003 14,131 26,691 439,588 480,410 345,950 66,851 412,801 893,211
---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------

Representing
Cost 14,131 26,691 439,588 480,410 – – – 480,410
Valuation - 2003 – – – – 345,950 66,851 412,801 412,801

14,131 26,691 439,588 480,410 345,950 66,851 412,801 893,211
---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------

Accumulated depreciation:
At 1st January, 2003 5,896 8,119 331,538 345,553 – – – 345,553

Exchange differences – 178 1,256 1,434 – – – 1,434
Charge for the year 306 611 17,265 18,182 – 2,875 2,875 21,057
Impairment loss

(Note (c) below) – – 2,984 2,984 – – – 2,984
Written back on disposals – – (278) (278) – – – (278)
Written back on revaluation

(Note (b) below) – – – – – (2,875) (2,875) (2,875)

At 31st December, 2003 6,202 8,908 352,765 367,875 – – – 367,875
---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------

Net book value:
At 31st December, 2003 7,929 17,783 86,823 112,535 345,950 66,851 412,801 525,336

At 31st December, 2002 8,235 17,128 88,096 113,459 346,350 60,931 407,281 520,740
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Notes on the Financial Statements (Continued)

11. FIXED ASSETS (Continued)

(a) Land and buildings comprise:
2003 2002

HK$’000 HK$’000
At net book value:

In Hong Kong
Medium-term leases 7,929 8,235

Freehold outside Hong Kong 17,783 17,128

(b) Investment properties comprise:
2003 2002

HK$’000 HK$’000
At valuation:

In Hong Kong

Medium-term leases 345,950 346,350

Outside Hong Kong
Short-term leases 10,000 11,500

Medium-term leases 34,841 34,841
Freehold 22,010 14,590

66,851 60,931

The investment properties of the Group at 31st December, 2003 were revalued by Surpass
Company Limited and Johnston, Ross & Cheng Limited, external professional valuers, on an
open market basis, by either making reference to comparable sales evidence in the market, or

otherwise, by capitalising the income derived from the leased properties at an appropriate rate
of return.

The net revaluation surplus of HK$8,395,000 (2002: HK$719,000) was credited to the
investment properties revaluation reserve (Note 27).

(c) Impairment loss

During the year, the Group’s directors assessed the recoverable amount of the Group’s

moulds. Based on this assessment, the carrying value of certain of those moulds was written
down by HK$2,984,000 (included in “Other operating expenses”).
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Notes on the Financial Statements (Continued)

11. FIXED ASSETS (Continued)

(d) Equipment comprises plant and machinery, furniture and fixtures, moulds and tools, vehicles
and pleasure craft.

(e) Certain fixed assets of the Group were mortgaged to various banks to secure banking facilities
granted to the Group. Details are disclosed in Note 23.

(f) The Group leases production plant and machinery under finance leases expiring in three years.
At the end of the lease term the Group has the option to purchase the equipment at a price
deemed to be a bargain purchase option. None of the leases includes contingent rentals. The

net book value of fixed assets included an amount of HK$1,955,000 (2002: HK$2,444,000) in
respect of assets held under finance leases.

(g) The Group leases out investment properties under operating leases. The leases typically run
for an initial period of one to three years, with an option to renew the lease at which time all
terms are renegotiated. None of the leases includes contingent rentals.

The carrying amount of the investment properties of the Group held for use in operating leases
was HK$412,801,000 (2002: HK$407,281,000).

The Group’s total lease payments under non-cancellable operating leases are receivable as
follows:

The Group
2003 2002

HK$’000 HK$’000

Within 1 year 16,713 17,624

After 1 year but within 5 years 16,633 10,146

33,346 27,770

12. INVESTMENTS IN SUBSIDIARIES

The Company
2003 2002

HK$’000 HK$’000

Unlisted shares, at cost 244,480 244,819

Add: Amounts due from subsidiaries 607,122 583,780
Less: Impairment losses (241,938) (257,238)

609,664 571,361

Details of the major subsidiaries at 31st December, 2003 which principally affect the results or
assets of the Group are shown on pages 76 and 77.
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Notes on the Financial Statements (Continued)

13. INVESTMENTS IN ASSOCIATES

The Group
2003 2002

HK$’000 HK$’000

Share of net assets 82,323 22,482
Amounts due from associates 79,707 66,335

Goodwill 9,522 –

171,552 88,817

Details of the major associates at 31st December, 2003, which principally affect the results or

assets of the Group, are as follows:

Proportion of
Form of Place of ownership interest held
business incorporation by the by Principal

Name of associates structure and operation Company Subsidiary activities

Allman Holdings Limited Incorporated British Virgin Islands – 36% Investment holding

The Melville Street Trust Incorporated Canada – 27.3% Property investment

Mango Designs, LLC Incorporated USA – 30% Marketing and

distribution

Squaw Creek Associates, LLC Incorporated USA – 10% Resort operation

(See below)

During the past two years, the Group has been involved in a litigation arising from the termination of

the agency in relation to the management of the resort owned by Squaw Creek Associates, LLC
(“SCA”). The dispute has been settled during the year. On 19th August, 2003, the Group’s
ownership interest in Allman Holdings Limited (“Allman”) decreased from 50% to 36% and Allman’s

ownership interest in SCA increased from 36% to 72%. Together with the ownership interest held by
the Group’s subsidiary of 10%, the Group’s effective interest in SCA is approximately equal to 36%.
On this date SCA became an associate of the Group.

Goodwill of HK$9,707,000 arose when the Group changed its ownership interest and SCA became
an associate. The goodwill represents the excess of the carrying value of the investment

immediately prior to the change over the Group’s share of the fair value of the identifiable assets
and liabilities acquired. In accordance with the Group’s accounting policy, the goodwill is amortised
through the consolidated income statement (included in “share of loss of associates”) over its

estimated useful life of 20 years.
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Notes on the Financial Statements (Continued)

13. INVESTMENTS IN ASSOCIATES (Continued)

Prior to becoming an associate, similar to the Group’s interest in SCA held under investments (see
Note 15), Allman’s interest in SCA had been stated at market value in equity accounting for Allman’s
results. The valuation of the resort owned by SCA was performed by an independent firm of

professional valuers using an income capitalisation approach. The resultant unrealised loss on
revaluation attributable to Allman up to 19th August, 2003 was HK$5,936,000 (2002:
HK$13,444,000). Of this loss attributable to Allman, the Group’s 50% share, amounting to

HK$2,968,000 (2002: HK$6,722,000), has been reflected in the share of loss of associates in the
Group’s consolidated income statement.

14. INVESTMENT IN A JOINTLY CONTROLLED ENTITY

The Group The Company
2003 2002 2003 2002

HK$’000 HK$’000 HK$’000 HK$’000

Share of net assets – –

Unlisted shares, at cost 68,151 68,151
Less: Impairment loss (68,151) (68,151)

– –

Details of the Group’s investment in a jointly controlled entity are as follows:

Proportion of
Form of Place of Particulars of ownership
business incorporation issued and paid interest held by Principal

Name structure and operation up capital the Company Subsidiary activity

Jinlong Kader Incorporated China Registered 50% – Manufacture

Electric Appliance capital of electrical fans
Company Limited US$20,000,000
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Notes on the Financial Statements (Continued)

15. OTHER NON-CURRENT FINANCIAL ASSETS

The Group
2003 2002

HK$’000 HK$’000

Interest in partnership 1,634 10,998
------------------ ------------------

Investment securities
Unlisted equity securities 100 100

------------------ ------------------

Other securities – at market value
Interest in Squaw Creek Associates, LLC (“SCA”) – 77,620

------------------ ------------------

1,734 88,718

SCA owns and operates a resort in USA. During the year, SCA became an associate of the Group
as discussed in Note 13. Prior to this, the valuation of the resort owned by SCA was performed by
an independent firm of professional valuers using an income capitalisation approach and the related

share of the unrealised gain on revaluation attributable to the Group prior to SCA becoming an
associate was HK$1,727,000 (2002: HK$685,000), which is reflected in the Group’s consolidated
income statement for the year.

16. INTANGIBLE ASSETS

The Group
2003 2002

HK$’000 HK$’000

Patents acquired

Cost at 1st January and 31st December 12,464 12,464
------------------ ------------------

Accumulated amortisation
At 1st January 12,464 9,968

Charge for the year – 2,496

At 31st December 12,464 12,464
------------------ ------------------

Net book value – –
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Notes on the Financial Statements (Continued)

17. CURRENT INVESTMENTS

The Group
2003 2002

HK$’000 HK$’000

Trading securities – at market value
Equity securities listed in Hong Kong 144 158

18. INVENTORIES

The Group
2003 2002

HK$’000 HK$’000

Raw materials 32,072 47,583
Work in progress 5,395 6,917
Finished goods 106,671 104,406

144,138 158,906

The amount of inventories (included above) carried at net realisable value is HK$11,651,000 (2002:
HK$937,000). In addition, finished goods inventories are stated net of a general provision of

HK$4,180,000 (2002: HK$2,180,000) made in order to state those inventories at the lower of cost
and estimated net realisable value.

Finished goods inventories of HK97,464,000 (2002: HK$52,265,000) were pledged to banks to
secure banking facilities granted to the Group. See Note 23.

19. PROPERTIES HELD FOR RESALE

During 2002, certain land held for resale was sold for cash consideration of RMB30,000,000 and

residential units in the PRC initially valued at RMB5,000,000. These residential units are included in
“properties held for resale” as at 31st December, 2002 and 2003. There was no gain or loss on the
sale.
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Notes on the Financial Statements (Continued)

20. TRADE AND OTHER RECEIVABLES

The Group
2003 2002

HK$’000 HK$’000

Debtors and prepayments 71,860 72,304
Amount due from a related party – 300

71,860 72,604

The amount due from a related party is unsecured, interest free and has no fixed repayment terms.
During the year, the Group has made full provision against the amount due from this related party.

All trade and other receivables are expected to be recovered within one year.

Included in debtors and prepayments are trade debtors (net of specific allowance for bad and
doubtful debts) with the following ageing analysis:

The Group
2003 2002

HK$’000 HK$’000

Current 50,584 55,741
1 to 3 months overdue 10,530 7,147

More than 3 months overdue but less than 12 months overdue 2,344 922
More than 12 months overdue 774 490

64,232 64,300

Debtors are due within 30 days from the date of billing. Debtors with balances that are more than 3
months overdue are requested to settle all outstanding balances before any further credit is granted.
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Notes on the Financial Statements (Continued)

21. TRADE AND OTHER PAYABLES

The Group The Company
2003 2002 2003 2002

HK$’000 HK$’000 HK$’000 HK$’000

Amounts due to directors 12,160 11,392 – –
Amounts due to shareholders 2,174 1,648 – –

Amounts due to related companies 3,355 799 – –
Amounts due to related parties 2,130 2,130 – –
Creditors and accrued charges 61,940 46,603 660 580

Rental deposits 1,778 5,421 – –
Amounts due to subsidiaries – – 365,908 330,318

83,537 67,993 366,568 330,898

Amounts due to directors and amounts due to shareholders represent interest on advances from
them included under non-current interest-bearing borrowings (Note 22) and are repayable semi-
annually or monthly.

Amounts due to related companies and related parties are unsecured, interest free and have no
fixed term of repayments.

All trade and other payables are expected to be settled within one year.

Included in creditors and accrued charges are trade creditors with the following ageing analysis:

The Group
2003 2002

HK$’000 HK$’000

Due within 1 month or on demand 14,219 8,718
Due after 1 month but within 3 months 6,909 3,458
Due after 3 months but within 6 months 383 735

Due after 6 months but within 12 months 833 64

22,344 12,975
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Notes on the Financial Statements (Continued)

22. NON-CURRENT INTEREST-BEARING BORROWINGS

The Group
2003 2002

HK$’000 HK$’000

Bank loans (Note 23) 39,273 57,875
Advances from directors 75,573 68,554

Advances from shareholders 47,206 47,206
Amounts due to related companies 5,155 5,155
Amount due to a related party 151 151

167,358 178,941

Amounts due to directors, shareholders, related companies and related party are unsecured,
interest bearing at 3% or prime less 0.5% to prime plus 0.5% and repayable after 31st December,

2004.

23. BANK LOANS AND OVERDRAFTS

At 31st December, 2003, bank loans and overdrafts were repayable as follows:

The Group
2003 2002

HK$’000 HK$’000

Within 1 year or on demand 210,299 219,941
------------------ ------------------

After 1 year but within 2 years 13,389 18,440

After 2 years but within 5 years 20,328 33,858
After 5 years 5,556 5,577

39,273 57,875
------------------ ------------------

249,572 277,816
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Notes on the Financial Statements (Continued)

23. BANK LOANS AND OVERDRAFTS (Continued)

At 31st December, 2003, bank loans and overdrafts were secured as follows:

The Group
2003 2002

HK$’000 HK$’000

Bank overdrafts
– secured 46,489 36,086
– unsecured 13,775 17,557

60,264 53,643
------------------ ------------------

Bank loans
– secured 144,216 197,459

– unsecured 45,092 26,714

189,308 224,173
------------------ ------------------

249,572 277,816

At 31st December, 2003, certain investment properties, leasehold land and buildings and other

assets of the Group with net book value of HK$621,170,000 (2002: HK$502,108,000) were
mortgaged to various banks to secure banking facilities granted to the Group. Details are as follows:

The Group
2003 2002

HK$’000 HK$’000

Investment properties 402,801 395,781
Land and buildings 25,712 25,363

Inventories 97,464 52,265
Other assets 95,193 28,699

621,170 502,108
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Notes on the Financial Statements (Continued)

24. OBLIGATIONS UNDER FINANCE LEASES

At 31st December, 2003, the Group had obligations under finance leases repayable as follows:

2003 2002

Present Interest Present Interest
value of expense Total value of expense Total

minimum relating minimum minimum relating minimum

lease to future lease lease to future lease
payments periods payments payments periods payments

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Within 1 year 6,019 162 6,181 5,871 502 6,373
------------- ------------- ------------- ------------- ------------- -------------

After 1 year but within 2 years 1,163 10 1,173 6,022 211 6,233

After 2 years but within 5 years – – – 1,171 12 1,183

1,163 10 1,173 7,193 223 7,416
------------- ------------- ------------- ------------- ------------- -------------

7,182 172 7,354 13,064 725 13,789

25. INCOME TAX IN THE CONSOLIDATED BALANCE SHEET

(a) Current taxation in the balance sheet represents:

The Group
2003 2002

HK$’000 HK$’000

Provision for Hong Kong Profits Tax for the year 963 1,135
Provisional Profits Tax paid (932) (525)

31 610

Overseas taxation payable 5,798 4,336

5,829 4,946

Representing:
Tax recoverable (2,978) (3,191)

Tax payable 8,807 8,137

5,829 4,946
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Notes on the Financial Statements (Continued)

25. INCOME TAX IN THE CONSOLIDATED BALANCE SHEET (Continued)

(b) Deferred tax assets and liabilities recognised:

The components of deferred tax (assets)/liabilities recognised in the consolidated balance

sheet and the movements during the year are as follows:

Depreciation
allowance in Investments

excess of Revaluation Revaluation in Provisions Future
related of of other partnership and benefit of

Deferred tax arising from: depreciation properties securities /associates allowances tax losses Others Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1st January, 2002
– as previously reported 10 – – – (1,263 ) (1,873 ) (2,682 ) (5,808 )

– prior period adjustments 1,675 9,953 13,895 – – – (1,513 ) 24,010

– as restated 1,685 9,953 13,895 – (1,263 ) (1,873 ) (4,195 ) 18,202

Charged/(credited) to
consolidated income statement (281 ) 391 274 (959 ) (617 ) 939 2,112 1,859

Charged to reserves (Note 27) 45 – – – – – – 45
Exchange difference 7 – – – – (2 ) – 5

At 31st December, 2002 (restated) 1,456 10,344 14,169 (959 ) (1,880 ) (936 ) (2,083 ) 20,111

At 1st January, 2003
– as previously reported 70 – – (959 ) (1,880 ) (936 ) (25 ) (3,730 )
– prior period adjustments 1,386 10,344 14,169 – – – (2,058 ) 23,841

– as restated 1,456 10,344 14,169 (959 ) (1,880 ) (936 ) (2,083 ) 20,111
Charged/(credited) to

consolidated income statement (415 ) 1,225 691 (1,068 ) (759 ) 936 (2,976 ) (2,366 )
Transfer – – (14,860 ) 14,860 – – – –
Charged to reserves (Note 27) 206 – – – – – – 206
Exchange difference 1 – – – – – – 1

At 31st December, 2003 1,248 11,569 – 12,833 (2,639 ) – (5,059 ) 17,952
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Notes on the Financial Statements (Continued)

25. INCOME TAX IN THE CONSOLIDATED BALANCE SHEET (Continued)

(b) Deferred tax assets and liabilities recognised: (Continued)

The Group
2003 2002

Restated
HK$’000 HK$’000

Net deferred tax asset recognised on the balance sheet (9,334) (5,856)
Net deferred tax liability recognised on the balance sheet 27,286 25,967

17,952 20,111

(c) Deferred tax assets not recognised

The Group and the Company have tax losses of HK$158,427,000 (2002: HK$179,065,000) and
$3,795,000 (2002: $3,306,000) which have not been recognised as deferred tax assets. The

tax losses do not expire under current tax legislation in Hong Kong.

26. SHARE CAPITAL

2003 2002
Number of Number of

shares shares
(’000) HK$’000 (’000) HK$’000

Authorised:
Ordinary shares of HK$0.10 each 1,000,000 100,000 1,000,000 100,000

Issued and fully paid:
At 1st January and 31st December 665,412 66,541 665,412 66,541
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Notes on the Financial Statements (Continued)

27. RESERVES
The Group The Company

2003 2002 2003 2002
Restated

HK$’000 HK$’000 HK$’000 HK$’000

Investment properties revaluation reserve
At 1st January

– as previously reported 13,264 12,545 – –
– prior year adjustment in respect

of deferred tax (Note 9) (3,735) (3,690) – –

– as restated 9,529 8,855 – –

Surplus arising on revaluation
(Note 11(b)), net of deferred tax
(Note 25(b)) (2002: restated) 8,189 674 – –

At 31st December 17,718 9,529 – –
-------------- -------------- -------------- --------------

Exchange reserves
At 1st January 234 (4,202) – –
Exchange translation differences on

translation of financial statements
of overseas subsidiaries 4,810 4,436 – –

At 31st December 5,044 234 – –
-------------- -------------- -------------- --------------

Contributed surplus
At 1st January and 31st December 169,994 169,994 175,594 175,594

-------------- -------------- -------------- --------------

Capital reserve
At 1st January 10,816 10,867 9,347 9,347
Write off of goodwill (1) (51) – –

At 31st December 10,815 10,816 9,347 9,347
-------------- -------------- -------------- --------------

Share premium
At 1st January and 31st December 109,942 109,942 109,942 109,942

-------------- -------------- -------------- --------------

Revenue reserves
At 1st January

– as previously reported 86,914 126,570 (161,863) (135,179)
– prior year adjustment in respect

of deferred tax (Note 9) (20,106) (20,320) – –

– as restated 66,808 106,250 (161,863) (135,179)

(Loss)/profit for the year (2002: restated) (5,330) (39,442) 3,510 (26,684)

At 31st December 61,478 66,808 (158,353) (161,863)
-------------- -------------- -------------- --------------

Total reserves at 31st December 374,991 367,323 136,530 133,020
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Notes on the Financial Statements (Continued)

27. RESERVES (Continued)

Exchange reserves and revenue reserves of the Group are retained as follows:

The Group
Exchange reserves Revenue reserves

2003 2002 2003 2002
Restated

HK$’000 HK$’000 HK$’000 HK$’000

By the Company and its subsidiaries 5,021 (716) 129,034 124,723

By associates 23 950 9,887 19,528
By a jointly controlled entity – – (77,443) (77,443)

Total at 31st December 5,044 234 61,478 66,808

Apart from the above, all other reserves of the Group are retained by the Company and its
subsidiaries.

The capital reserve, contributed surplus, exchange reserves and investment properties revaluation
reserve have been set up and will be dealt with in accordance with the accounting policies adopted
for goodwill/discount arising on subsidiaries, associates and jointly controlled entities, foreign

currency translation and the revaluation of investment properties (Note 1).

The Company’s reserves available for distribution to shareholders at 31st December, 2003 are as

follows:

The Company
2003 2002

HK$’000 HK$’000

Contributed surplus 175,594 175,594
Revenue reserves (158,353) (161,863)

17,241 13,731
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Notes on the Financial Statements (Continued)

28. COMMITMENTS

(a) Capital commitments outstanding at 31st December, 2003 not provided for in the financial
statements were as follows:

The Group
2003 2002

HK$’000 HK$’000

Contracted for 159 449

At 31st December, 2003 and 2002, the Company did not have any capital commitments.

(b) At 31st December, 2003, the total future lease payments under non-cancellable operating
leases are payable as follows:

The Group
Land and buildings Others
2003 2002 2003 2002

HK$’000 HK$’000 HK$’000 HK$’000

Within 1 year 11,691 4,298 124 212
After 1 year but within 5 years 6,760 4,756 294 423
After 5 years – 296 – –

18,451 9,350 418 635

At 31st December, 2003 and 2002, the Company did not have any commitments under
operating leases.

The Group leases a number of properties and equipment under operating leases. The leases
typically run for an initial period of one to ten years, with an option to renew the lease when all

terms are renegotiated. None of the leases includes contingent rentals.
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Notes on the Financial Statements (Continued)

29. CONTINGENT LIABILITIES

At 31st December, 2003, there were contingent liabilities in respect of the following:

(a) The Company has issued guarantees to banks to secure banking facilities of subsidiaries

amounting to HK$449,798,000 (2002: HK$416,898,000).

(b) The Company has issued letters of support in connection with certain wholly owned

subsidiaries with deficiencies in shareholders’ funds of HK$198,006,000 (2002:
HK$179,509,000) as at 31st December, 2003.

(c) Litigation

(i) Around May 2003, a Group company was bought into litigation with a supplier of resin

materials. The supplier has taken action against the Group company for settlement of a
trading debt amounting to HK$643,980. However, the Group company has counter
claimed for US$590,000 as the resin materials supplied did not meet the required

specifications. The directors believed the Group will not suffer any material loss as a
result of these claims.

(ii) During the last quarter of 2003, a Mexican company commenced a law suit in the State of
Arizona against the Company based on their claims that the Company is a guarantor for a
Lease Agreement of factory premises occupied by Siempre Novedoso De Mexico

(Sinomex) S.A. de C.V. (“Sinomex”) as tenant (“Litigation”). Sinomex was a member
company of the Group that was disposed in mid 1996. The plaintiffs allege claims against
Sinomex and the Company of approximately US$5,000,000 for unpaid obligations of

Sinomex under the Lease Agreement.

In early January of 2004, the Company’s legal counsel filed a Motion to Dismiss the

complaint in the Litigation based upon the applicable law of Arizona and that of the
location of the property, Hermosillo, Mexico. In that Motion, the Company argues that the
Arizona court has insufficient subject matter and personal jurisdiction over the Company

under the Guarantee for the case to continue in that court, and as such, the case should
be dismissed against the Company. Plaintiffs have not responded to the Company’s
Motion to dismiss as of this date.

Management having considered the Litigation with legal counsel to the Company, the
Directors believe that the Company’s Motion to Dismiss plaintiffs’ complaint is

meritorious, and that the Company has valid defenses to the claims of the plaintiffs. As
such, the Company intends to vigorously defend the matter. On that basis, the Company
has not made provision in relation to this claim.
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Notes on the Financial Statements (Continued)

30. EMPLOYEE RETIREMENT BENEFITS

In Hong Kong, the Group has a defined contribution pension scheme (“ORSO scheme”) for all
qualifying employees. Effective from 1st December, 2000, all Hong Kong based employees are also
covered under a Mandatory Provident Fund (“MPF”) scheme, and the existing ORSO scheme has

been modified to provide extra benefits for existing and new employees. The amount of employer’s
and employees’ contributions to the ORSO scheme are reduced by the amount required to be paid
to the MPF scheme. The contributions to the ORSO scheme are supplementary contributions, over

and above the minimum MPF requirements. The assets of the ORSO scheme are held separately
under a provident fund managed by an independent trustee. Pursuant to the rules of the ORSO
scheme, the employees are required to make contributions to the ORSO scheme calculated at 5% of

their basic salaries on a monthly basis whilst the employer’s contributions are varied with the
number of years of service of the employees from 5% to 10% of the basic monthly salary. The
employees are entitled to 100% of the employer’s contributions to the ORSO scheme and the

accrued interest after 10 complete years’ service, or at an increasing scale of between 50% to 90%
after completion of 5 to 9 years’ service.

Where there are employees who leave the ORSO scheme prior to vesting fully in the contributions,
in accordance with the rules of the ORSO scheme, the forfeited employer’s contributions shall be
used to reduce the future contributions of the employer. At the balance sheet date, the total amount

of forfeited contributions which are available to reduce the contributions payable in the future years
was HK$Nil (2002: HK$ Nil).

Employees in the People’s Republic of China are covered by a retirement insurance policy.

Employees in United States of America are covered by a profit sharing plan under Section 401(k) of

the Internal Revenue Code covering all eligible employees. The plan provides for contributions from
both the employer and eligible employees. Employer’s contributions are voluntary and are
determined each year at the discretion of management.

As regards employees in Europe, contributions are made by the employer to a money purchase
defined contribution scheme for certain of its employees. The assets of the scheme are held

separately by an independent administered fund.
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Notes on the Financial Statements (Continued)

31. MATERIAL RELATED PARTY TRANSACTIONS

(a) One of the directors of the Company is also a director and shareholder of a supplier which sold
packaging and printing materials to the Group under the same terms as those available to
other customers in the ordinary course of business. Total purchases from the supplier

amounted to HK$6,486,000 (2002: HK$5,944,000) during the year. The amount due to the
supplier at the year end amounted to HK$1,325,000 (2002: HK$224,000).

(b) During the year, the Group had net interests in certain associates and certain investments
amounting to HK$177,459,000 (2002: HK$86,607,000) and HK$Nil (2002: HK$77,620,000)
respectively in which a director of the Company has beneficial interests. The investment

became an associate during the year and further details are given in Notes 13 and 15 on the
financial statements.

(c) During the year, the Group has obtained funding from certain directors, shareholders, related
companies and related parties to finance its operations. Details of the terms of the advances
and the balances outstanding are disclosed in Notes 4, 21 and 22 on the financial statements.

(d) During the year, the Group has provided funding to a related party. Details of the terms of the
advances and the balance outstanding are disclosed in Note 20 on the financial statements.

(e) The Group has provided funding to associates. Details of the balance outstanding are
disclosed in Note 13 on the financial statements.

(f) In 1998, the Group agreed to pay HK$12,464,000 to a company controlled by a director and
shareholders of the Company for obtaining the licence to use certain technologies and know-

how for the manufacture and sale of car battery products according to an agreement signed in
1996. As at 31st December, 2002, this related company waived the outstanding balance of
HK$4,056,000 due by the Group. Thus, the income from waiver of amount due to related

company of HK$4,056,000 was taken up by the Group during the year of 2002.

32. COMPARATIVE FIGURES

Certain comparative figures have also been adjusted as a result of change in accounting policy for
deferred taxation, details of which are set out in Note 9.


