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CHARACTERISTICS OF THE GROWTH ENTERPRISE
MARKET (“GEM") OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been established as a market designed to
accommodate companies to which a high investment
risk may be attached. In particular, companies may
list on GEM with neither a track record of profitability
nor any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the
emerging nature of companies listed on GEM and
the business sectors or countries in which the
companies operate. Prospective investors should be
aware of the potential risks of investing in such
companies and should make the decision to invest
only after due and careful consideration. The greater
risk profile and other characteristics of GEM mean
that it is-a market more suited to professional and
other sophisticated investors.

Given the emerging nature of companies listed on
GEM, there is a risk that securities traded on GEM
may be more susceptible to high market volatility
than securities traded on the Main Board and no
assurance is given that there will be a liquid market
in the securities traded on GEM.

The principal means of information dissemination on
GEM is publication on the Internet website operated
by the Stock Exchange. Listed companies are not
generally required to issue paid announcements in
gazetted newspapers. Accordingly, prospective
investors should note that they need to have access
to the GEM website at www.hkgem.com in order to
obtain up-to-date information on GEM-listed issuers.
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Corporate Information
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BNP Paribas Hong Kong Limited
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The Bank of East Asia Limited
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Financial Highlights

The following is a summary of the audited consolidated accounts of iSteelAsia Holdings Limited (the
“Company"” or “iSteelAsia”) and its subsidiaries (collectively the “Group” or “iSteelAsia Group”) for the

respective years as hereunder stated.

CONSOLIDATED PROFIT AND LOSS ACCOUNTS

Years ended 31st March

2000 2001 2002 2003 2004
HK$°000  HK$'000  HK$'000 HK$'000 HK$’000
Turnover 180,074 183,329 428,345 811,142 1,429,443
(Loss)/Profit before taxation (5,643) (112,034) (18,811) 8,464 (25,042)
Taxation (1,169) (20) 1,472 (1,840) (889)
(Loss)/Profit after taxation but
before minority interests (6,812) (112,054) (17,339) 6,624 (25,931)
Minority interests — — (1 (34) 220
(Loss)/Profit attributable to shareholders (6,812) (112,054) (17,340) 6,590 (25,711)
Dividends (Note 1) 9,000 — — — —
Notes:
1. No dividends have been paid or declared by the Company since its incorporation.

For the year ended 31st March 2000, a wholly-owned subsidiary of the Company’s substantial shareholder
declared and paid interim dividends amounting to HK$9,000,000 to its shareholder prior to the group
reorganisation. All dividends were paid out of the accumulated distributable profit of that subsidiary.

2. The consolidated profit and loss accounts of the Group for the years ended 31st March 2000 and 2001 were
prepared on the assumption that the current structure of the Group had been in existence throughout those
years.
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Financial Highlights

CONSOLIDATED BALANCE SHEETS

As at 31st March
2000 2001 2002 2003 2004
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000

Fixed assets 268 3,223 2,306 3,230 2,922
Website development costs 3,762 3,788 2,165 918 43
Long-term investments — 24,974 28,201 685 2,136
Deferred tax assets — — — — 4,483
Current assets 48,531 66,302 194,354 333,885 377,603
Current liabilities (62,942) (74,573) (215,660) (324,033) (374,542)
Shareholder loan, non-current portion (2,000) — — — —
Net assets/(liabilities) (12,381) 23,714 11,366 14,685 12,645

Capital and reserves:

Share capital 1 145,450 156,450 156,450 159,638
Reserves — 2,700 (4,608) (7,913) 13,904
Accumulated losses (12,382) (124,436) (141,776) (135,186) (160,897)
Shareholders’ equity/(deficit) (12,381) 23,714 10,066 13,351 12,645
Minority interests — — 1,300 1,334 —

(12,381) 23,714 11,366 14,685 12,645

Note:

1. The consolidated balance sheets of the Group as at 31st March 2000 and 2001 were prepared on the
assumption that the current structure of the Group had been in existence throughout those years.
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Chairman’s Statement
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On behalf of the Board of Directors, | am pleased
to present the audited consolidated results of
iSteelAsia Holdings Limited (the “Company” or
“iSteelAsia”) and its subsidiaries (collectively the
“Group” or "iSteelAsia Group”) for the year ended
31st March 2004.

Looking back, since the listing of iSteelAsia on April
2000, the Company experienced many challenges
like dot-com bubble burst, slow acceptance of
online steel trading, global economic slowdown and
the outbreak of SARS in the People’s Republic of
China ("PRC"), and even the historic price rises of
commodities and steel prices. It was not easy to
weather these challenges. The management has
initiated many efforts to adapt to these macro
volatilities, and try to identify and execute the right
strategy that is consistent with our stated objective
— to leverage on the core competencies of the
Company and offer a real value proposition to our
customers in the steel industry. As a testimony, the
Company is growing everyday and the turnover has
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reached over HK$1,400 million for the year under
review.

Steel consumption rate always has a close
correlation with the GDP. On 30th April 2004, the
International Iron and Steel Institute (lISI), one of
the largest and most dynamic industry associations
which serves as a world forum for the international
steel industry, changed its projections in world GDP
by updating the previous forecast from 2.2% to
the actual 2.6% in 2003, and increasing the
previous forecast from 3.1% in 2004 and no
predictions in 2005 to 3.8% in 2004 and 3.4% in
2005, respectively. Global consumption of finished
steel products is projected to increase by 6.2% or
53 million metric tonnes in 2004 and by 4.5% or
41 million metric tonnes in 2005 according to the
estimates made by the Economic Studies Committee
of 1ISI. The growth can be split into two separate
areas, China and the rest of the world. Steel
consumption in China is estimated to increase by
13.1% or 31 million metric tonnes in 2004 and by
10.4% or 27 million metric tonnes in 2005. China
has increased its share of global steel consumption
from 13.5% (87 million metric tonnes) in 1995 to
an estimated 30.3% (290 million metric tonnes) in
2005. China is currently projected to account for
61% (58 million metric tonnes) of the forecasted
two-year global increase of 94 million metric tonnes
in 2004 and 2005. These statistics and projections
are very encouraging to iSteelAsia, as the Company
has focused the China steel market. In the past
few years, presences have been established in
Beijing, Shanghai, Guangzhou, Tianjin, Shenzhen
and Chongging. In the current year, 2 more offices
have been opened in Wuxi and Le Chong. We
believed these offices are able to tap the biggest
opportunities of the China steel market as these
offices cover the most densely populated
industrialised areas with the highest average annual
income per capita. Turnover for the Group has
reached over HK$1,400 million in the year under
review. By comparing the turnover attained in the
first year of listing (2000/2001), the growth was
over sixfold in 4 years’ time.



Chairman’s Statement

It is obvious that China has the potential but at
the same time it also carries a high degree of
business risk. The bad debt and speculative motives
in stockholding in China are severe problems
commonly encountered. Although these problems
in the Company are not alarming, nevertheless, the
Company is exposed to them, as such, due and
careful consideration must be exerted in everyday
decision. We are building an information system to
carefully monitor these risks indicators to ensure
values of the shareholders are being protected.
Although we have a tough year in 2003/2004, we
will continue our best to focus on improving the
cost efficiency and effectiveness of the Company'’s
business.

OUTLOOK

The management is optimistic about the future of
the iSteelAsia Group. With China’s continuous
economic development and its accession into the
WTO, the steel industry in China will continue to
move from protective to be more market driven.
As stated by MEPS (International) Ltd., the leading
supplier of steel market information, “the growth
of the last few years in China has been fuelled
mainly by booming construction activity. If
investment in infrastructure slows down, steel
consumption will certainly be affected. That will
influence mainly the long products sector. In
contrast, carbon steel and stainless steel demand
growth is dependent less on building and
engineering and more on industrial activity. As
China continues to prosper as the “factory of the
world”, these products seem assured of favourable
prospects for expansion — unless other countries
decide to block imports of manufactured goods
from China.” Therefore, iSteelAsia will remain
careful and cautious in products selection and
offerings. The role of iSteelAsia as a value provider
to the end users will continue to be flexible and
will adapt as required to tap these market
opportunities in the future.

APPRECIATION

On behalf of the Board of Directors, | would like to
welcome Mr. Desmond Hay Ching Fu, Mr. David
Michael Faktor and Mr. Kennedy Ying Ho Wong to
join the Board as Chief Executive Officer, non-
executive director and independent non-executive
director during the year, respectively. Furthermore,
| would like to express my sincere gratitude to our
worldwide customers for their trust and support in
our products and services throughout the years. |
also wish to take this opportunity to offer my
appreciation to our shareholders for their
confidence in iSteelAsia, as well as our staff for
their dedication and diligence. From such
overwhelming commitment, we will continue to
pace our efforts towards the long-term development
of iSteelAsia.

Andrew Cho Fai Yao
Chairman

23rd June 2004
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Management Discussion and Analysis
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FINANCIAL AND BUSINESS PERFORMANCE

The management of iSteelAsia Holdings Limited (the
“Company” or "iSteelAsia”) and its subsidiaries
(collectively the “Group” or “iSteelAsia Group”)
reports its fourth year annual results after listing
for the financial year ended 31st March 2004. For
the year ended 31st March 2004, the iSteelAsia
Group recorded a turnover of approximately
HK$1,429 million, representing a 76.2% in growth
by comparing the results in last year. With an
exceptional impairment loss of the investment in
AcrossAsia Multimedia Limited (“AAM") of
approximately HK$20,414,000 by reclassifying the
amount from investment revaluation reserve (already
reflected in the Group’s prior years’ balance sheet,
as such no effect to the Group’s net assets value
from this reclassification) to profit and loss account,
the consolidated loss attributable to shareholders
for the year ended 31st March 2004 was
approximately HK$25,711,000. The investment net
book value of AAM shares was HK$0.187 per share
which represents the market price of AAM shares
as at 31st March 2004. Taking out the effect of
the impairment loss, the loss from operation was
approximately HK$5,297,000. For the year under
review, such operating result recorded was less than
satisfactory as compared to the profit attributable
to shareholders of approximately HK$6,590,000 for
the previous year ended 31st March 2003. Due to
the outbreak of epidemics of SARS in March 2003,
the first few quarterly results during the year ended
31st March 2004 had been severely affected,
especially the results of three months ended 30th
September 2003 (“Q2") and three months ended
31st December 2003 (“Q3"). As stated in the third
quarterly report, the first six months in particular, a
majority of iSteelAsia’s markets (namely,
Guangzhou, Tianjin and Beijing) were severely
affected by the unexpected epidemics of SARS in a
manner significantly worse than the management’s
expectation. Business activities and demands in
these cities halted and dropped to near zero due
to the inter-city quarantine restrictions, and in turn
adversely affected the market prices and also
customer demands of our steel products which
increased inventory stock-up costs as customers
were refrained from doing business. Fortunately,
with persistent management efforts, the customers’
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demands and sales prices had picked up again in
three months ended 31st March 2004 (“Q4") and
thus, greatly improved our results in Q4. As
compared to the loss of approximately
HK$6,442,000 for the nine months ended 31st
December 2003, the Group has successfully bucked
the loss trend into a profit by capturing a profit
attributable to shareholders of approximately
HK$1,145,000 in Q4. During the year under review,
the gross margin dropped in Q2 and rebounded in
Q4 (Q1 — 2.6%, Q2 — 1.8%, Q3 — 2.6% and
Q4 — 4.2%).

During the year under review, the Group had
extended its sales activities by setting 2 more offices
in the second tier cities such as Wuxi and Shunde
(Le Chong), which enhanced the ability to grow
market shares in China and further diversify the
existing customer bases. However, such strategy also
increased the operating cost of the Group. For the
year ended 31st March 2004, total cost excluding
cost of inventories sold, impairment loss of AAM
shares and finance costs (“Operating Cost”) was
approximately HK$36,573,000, representing an
increase of 11.1% as compared to that of last year.
The increase was mainly due to PRC market
expansion and additional selling and distribution
costs incurred which were necessary to support the
rapid growth in turnover. Using turnover as a base
factor, Operating Cost to turnover ratio had
decreased from 72.1% in early 2001 and stabilised
at around 2.6%, reflecting the Group’s successful
efforts in optimising its resources for economy of
scale to achieve business growth.

FINANCIAL RESOURCES AND LIQUIDITY

As at 31st March 2004, the iSteelAsia Group's
aggregate short-term bank borrowings, comprising
trust receipts bank loans and short-term working
capital bank loans, were approximately
HK$51,426,000 (2003: HK$57,134,000). The short-
term working capital bank loans amounted to
approximately HK$24,570,000 (2003:
HK$18,947,000) with interest rates ranging from
4.5% to 5.4% per annum (2003: 5.0% to 5.8%
per annum). As at 31st March 2004, the gearing
ratio (short-term bank borrowings divided by the
shareholders’ equity) was approximately 4.07 (2003:

~
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Management Discussion and Analysis

4.28). The decrease in the gearing ratio was due
to the decrease of short-term bank borrowings since
the level of inventory has decreased. As at 31st
March 2004, the iSteelAsia Group had aggregate
banking facilities of approximately HK$159,155,000
(2003: HK$122,540,000) offered by several banks
for overdrafts, loans and trade financing. Unused
facilities as at the same date amounted to
approximately HK$69,691,000 (2003:
HK$37,131,000). These facilities were secured by
(a) pledged bank deposits of approximately
HK$34,439,000 (2003: Nil); (b) corporate
guarantees provided by iSteelAsia and/or (c) the
iSteelAsia Group’s inventories held under trust
receipts bank loan arrangement.

Subsequent to 31st March 2004, a foreign bank
had granted the iSteelAsia Group a facility of
US$7.5 million.

CASH AND BANK DEPOSITS

As at 31st March 2004, bank deposits of
approximately HK$34,439,000 (2003: Nil) were
pledged as collateral for the Group’s banking
facilities.

As at 31st March 2004, the iSteelAsia Group's cash
and bank deposits amounted to approximately
HK$89,872,000 (2003: HK$49,240,000), of which
approximately HK$42,448,000 were denominated
in Renminbi and deposited with the banks in China.

INVESTMENTS

Investments for the Group only comprised equity
interests in Stemcor Holdings Limited (“Stemcor”)
and AAM.

Under a share subscription agreement with Stemcor,
Stemcor has granted the iSteelAsia Group a put
option under which the iSteelAsia Group may
require Stemcor to repurchase all of the shares
subscribed by the iSteelAsia Group for
HK$23,400,000 (equivalent to US$3,000,000). The
due date for exercising the put option has been
extended from 31st October 2002 to 31st October
2003 and further to 31st October 2004. On 13th
May 2004, the iSteelAsia Group exercised its put
option to sell its 3.5% equity interest in Stemcor
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for HK$23,400,000 which was satisfied by a nine-
month promissory note issued by Stemcor.

During the year ended 31st March 2004, the
iSteelAsia Group had received dividend income of
approximately HK$421,000 (2003: HK$311,000)
from Stemcor. The return on investment was
approximately 1.80% (2003: 1.33%).

In August 2001, the iSteelAsia Group acquired
approximately 0.23% equity interest in AAM at a
consideration of approximately HK$22,550,000
which had been satisfied in full by the issue and
allotment of iSteelAsia‘s ordinary shares. As at 31st
March 2004, the carrying value of the investment
in AAM was approximately HK$2,136,000 (which
is HK$0.187 per share, representing the market
price as at 31st March 2004) after a deficit on
revaluation of such investment of approximately
HK$20,414,000. Such deficit had already been
reflected in the iSteelAsia Group’s net assets value
and dealt with in the investment revaluation reserve
of the Group’s balance sheet in the prior years. As
at 31st March 2004, the Group had taken a
conservative approach to transfer the deficit from
the investment revaluation reserve to the profit and
loss account and recognised an impairment loss of
the investment in AAM of approximately
HK$20,414,000.

Treating it as a long-term investment, the
management has and will continue to closely
monitor AAM’s performance. Nevertheless, from an
operational side, the Directors believe that the
acquisition is beneficial to forming a strategic
relationship with a player of good connection in
the region.

FOREIGN CURRENCY EXPOSURE

The foreign currency exposure of the iSteelAsia
Group is mainly driven by its business operations.
The sales receipts are collected in Renminbi, United
States dollars and Hong Kong dollars depending
on the locations of the customers. On the other
hand, the steel products purchases are mainly
denominated in United States dollars and Renminbi.
Therefore, with a comparatively minimal fluctuation
in exchange rates between United States dollars
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with Renminbi and Hong Kong dollars, the
iSteelAsia Group considers the foreign currency
exposure is minimal for the year under review. The
iSteelAsia Group will continue to exert efforts in
managing its potential currency risk profile in the
future.

NUMBER OF EMPLOYEES, REMUNERATION
POLICIES AND SHARE OPTION SCHEME

As at 31st March 2004, the iSteelAsia Group
employed 80 (2003: 83) staff. Salaries and annual
bonuses are determined according to positions and
performance of the employees. The iSteelAsia Group
provides on-the-job training and training subsidies
to its employees in addition to pension schemes
and medical insurance. Total staff costs including
contribution to retirement benefit schemes incurred
during the year under review amounted to
approximately HK$15,232,000 (2003:
HK$14,870,000).

On 10th June 2002, the Company adopted a share
option scheme (the “New Scheme”) under which
the Company's Board of Directors may at its
discretion offer stock option to any employee/agent/
consultant or representative, including any executive
or non-executive director, of any member of the
Group or any other person who satisfies the
selection criteria as set out in the New Scheme.
The principal purposes of the New Scheme are to
provide incentives to participants to contribute to
the Group and/or to enable the Group to recruit
and/or to retain high-calibre employees and attract
human resources that are valuable to the Group.
The New Scheme shall be valid and effective for a
period of ten years commencing on the adoption
date (i.e. 10th June 2002). No options were granted
under the New Scheme up to the date of this
announcement. The New Scheme was adopted to
replace the old scheme, with all options granted
under the old scheme continue to be exercisable in
accordance with the old terms.
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Directors’ Profile

EXECUTIVE DIRECTORS (As at 31st March 2004)
Mr. Andrew Cho Fai Yao

Mr. Andrew Cho Fai Yao, aged 38, is the Chairman
of the Board. He primarily focuses on formulating
strategic business alliances for the Group. He has
been with the Group since the formal establishment
of the trading operation in April 1997. He
graduated from the University of California,
Berkeley with a bachelor degree in finance and
obtained a master of business administration degree
from the Harvard University Graduate School of
Business Administration. Mr. Yao has extensive
experience in the steel trading business and is the
chairman of Van Shung Chong Holdings Limited
(“VSC"). He serves as a member of Hong Kong
Housing Society and the chairman of the
construction material for Federation of Hong Kong
Industries. He also sits on the Shanghai People’s
Political Consultative Conference, deputy chairman
of Shanghai Youths Federation, deputy chairman
of the Hong Kong United Youth Association Limited
and director of the Shanghai Fudan University. Mr.
Yao is the brother of Ms. Miriam Che Li Yao.

12 / iSteelAsia Holdings Limited / 2003/04 Annual Report

Ms. Miriam Che Li Yao

Ms. Miriam Che Li Yao, aged 39, is the Deputy
Chairman of the Board and primarily focuses on
formulating strategic business alliances and
establishing arrangements with value-added service
providers. She has been with the Group since the
formal establishment of the trading operation in
April 1997. She is a certified public accountant in
the United States and received her bachelor of
science degree in accounting from the University
of Southern California. Ms. Yao is the director of
VSC and has many years of experience in the steel
industry. Prior to joining the VSC group in 1991,
Ms. Yao previously worked with an international
accounting firm and an international investment
bank. Ms. Yao is the sister of Mr. Andrew Cho Fai
Yao.

Mr. Desmond Hay Ching Fu

Mr. Desmond Hay Ching Fu, aged 48, is a Director
and the Chief Executive Officer of the Group. He
joined the Group in May 2000 and is now
responsible for managing the Group’s operations.
Mr. Fu has over 20 years of experience in China
related steel business and investment with several
multi-national steel companies including British Steel
Corporation (now known as Corus), TradeArbed
(now known as Arcelor) and Fletcher Challenge (the
biggest private company in New Zealand). Mr. Fu
holds a bachelor degree in Civil Engineering with
honor from the University of London.
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NON-EXECUTIVE DIRECTORS (As at 31st March
2004)

Mr. David Michael Faktor

Mr. David Michael Faktor, aged 43, is a Director.
He joined the Group in February 2004. In November
2000, he was appointed Managing Director
International Trading for the Stemcor Group, he
has been a director of Stemcor Holdings Limited
(“Stemcor”) since 1995. Stemcor’s principal business
is the international distribution of steel. Their
worldwide network of offices provides services for
all aspects of international steel trading, including
marketing, logistics, finance and after sales support.
Mr. Faktor is currently based in London, and is
responsible for the Stemcor Group’s trading
activities in the Far East, South Asia, Northern
Africa, Middle East, Caribbean and CIS.

Mr. Daniel Takuen Shih (resigned on 29th April
2004)

Mr. Daniel Takuen Shih, aged 52, is a Director. Mr.
Shih has over 20 years of experiences in
management, sales and marketing in the
information technology and industry application
areas with multinational corporations in the United
States, Japan, Korea, Hong Kong and Southeast
Asia. He joined the Group in March 2000. He has
been involved in setting up sales and marketing
channels, distributors, joint venture companies for
the offerings of e-commerce, EDI and value-added
network services throughout Asia Pacific. Mr. Shih
is specialised in the consulting fields of e-commerce,
Supply-Chain Management, and Information
Technology. He holds a masters degree in electrical
and computer engineering from University of
Cincinnati. Mr. Shih was the chief executive officer
of Cap Gemini Ernst & Young North Asia operation.

INDEPENDENT NON-EXECUTIVE DIRECTORS (As
at 31st March 2004)

Mr. Kennedy Ying Ho Wong

Mr. Kennedy Ying Ho Wong, J.P., aged 41, is a
Director. He joined the Group in August 2003. Mr.
Wong is a solicitor and a China Appointed Attesting
Officer. He is the managing partner of Philip K.H.
Wong, Kennedy Y.H. Wong & Co., Solicitors &
Notaries. He is a National Committee Member of
the Chinese People’s Political Consultative
Conference (year 2003-2008). He is also a director
of the following listed companies in Hong Kong -
Raymond Industrial Limited, China Overseas Land
& Investment Limited, Far Eastern Polychem
Industries Limited and Capinfo Company Limited.
Mr. Wong has a BA in Law from University of Kent
in United Kingdom.

Mr. Philip King Huen Ma

Mr. Philip King Huen Ma, aged 47, is a Director.
Mr. Ma is the group managing director of The
Sincere Company Limited, a listed company on the
Stock Exchange. He joined the Group in March
2000. Mr. Ma holds a masters degree in business
administration from McMaster University in Canada.
Mr. Ma is also very active in his community services
and was the Chairman of the Hong Kong Retail
Management Association (“HKRMA") from 1996-
2000. HKRMA is the major association representing
Hong Kong's retail industry with over 600 member
companies which employs over 200,000 people.
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Report of the Directors

The Directors have the pleasure of presenting their annual report together with the audited accounts of
iSteelAsia Holdings Limited (the “Company”) and its subsidiaries (together the “Group”) for the year
ended 31st March 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries are principally engaged in the trading of
steel products, provision of procurement services for steel products, operation of an e-commerce vertical
portal for the provision of online steel trading services and ancillary services, and investment holding.

SEGMENT INFORMATION
An analysis of the Group’s turnover and segment results by business segment and geographical segment
for the year ended 31st March 2004 is set out in Note 27 to the accompanying accounts.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st March 2004, the five largest customers of the Group accounted for approximately
26% of the Group's total turnover while the five largest suppliers of the Group accounted for approximately
35% of the Group's total purchases.

For the year ended 31st March 2004, Van Shung Chong Hong Limited (“VSCHL"), a subsidiary of Van
Shung Chong (B.V.I.) Limited (“VSC BVI"”) which is a substantial shareholder and an initial management
shareholder of the Company as defined in the Rules Governing the Listing of Securities on GEM of the
Stock Exchange (the “GEM Listing Rules”), was the largest supplier of the Group and accounted for
approximately 12% of the Group’s total purchases. VSCHL has granted the Group a normal credit period
with respect to such purchases and has agreed not to demand repayment of overdue balances but
charge interest on the overdue balances based on commercial lending rates.

Save as disclosed above, none of the Directors, their associates, or any shareholders (which to the
knowledge of the Directors owned more than 5% of the Company’s share capital) had a beneficial
interest in the Group's five largest customers and suppliers.

RESULTS AND APPROPRIATIONS
Details of the Group’s results for the year ended 31st March 2004 are set out in the consolidated profit

and loss account on page 35 of this annual report.

The Directors do not recommend the payment of a dividend and recommend that the accumulated losses
of HK$160,897,000 as at 31st March 2004 be carried forward.
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SHARE CAPITAL AND SHARE OPTIONS
Details of movements in share capital and share options of the Company are set out in Notes 22 and 24
respectively, to the accompanying accounts.

There are no provisions for pre-emptive rights under the Bye-laws of the Company or the laws of
Bermuda which would oblige the Company to offer new shares on a pro rata basis to existing shareholders.

RESERVES AND ACCUMULATED LOSSES
Movements in reserves of the Group and the Company during the year are set out in Note 25 to the
accompanying accounts.

As at 31st March 2004, the Company did not have any distributable reserves.

SUBSIDIARIES
Particulars of the Company’s subsidiaries are set out in Note 15 to the accompanying accounts.

FIXED ASSETS
Details of movements in fixed assets during the year are set out in Note 12 to the accompanying
accounts.

BANK BORROWINGS
Particulars of bank borrowings as at 31st March 2004 are set out in Note 19 to the accompanying
accounts.

PENSION SCHEMES
Details of the pension schemes are set out in Note 28 to the accompanying accounts.
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DIRECTORS
The directors who held office during the year and up to the date of this report were:

Executive directors

Mr. Andrew Cho Fai Yao, Chairman

Ms. Miriam Che Li Yao, Deputy Chairman

Mr. Desmond Hay Ching Fu, CEO (Appointed on 20th February 2004)
Ms. Drina C. Yue, CEO (Resigned on 20th February 2004)

Non-executive directors
Mr. David Michael Faktor

Ms. Lena Foo

Mr. Daniel Takuen Shih

Mr. Ralph David Oppenheimer

Appointed on 20th February 2004)
Resigned on 13th August 2003)
Resigned on 29th April 2004)
Resigned on 20th February 2004)

o~~~ —~

Independent non-executive directors

Mr. Philip King Huen Ma

Mr. Kennedy Ying Ho Wong (Appointed on 28th August 2003)
Mr. Yeung Kwok Keung (Resigned on 28th August 2003)

In accordance with Bye-law 86(2) of the Company’s Bye-laws, Mr. Desmond Hay Ching Fu, Mr. David
Michael Faktor and Mr. Kennedy Ying Ho Wong will retire and, being eligible, offer themselves for re-
election at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract with the Group commencing from 1st
April 2000 in both of the cases of Mr. Andrew Cho Fai Yao and Ms. Miriam Che Li Yao. The term of each
service contract is continuous. Mr. Desmond Hay Ching Fu joined the Group in May 2000 and was
appointed as an executive Director on 20 February 2004. Mr. Fu’'s service contract is valid for the
duration up to 31st December 2005. All the abovementioned service contracts can be terminated by not
less than three months’ notice in writing served by either party on the other without payment of
compensation other than statutory compensation.

Save as disclosed above, none of the Directors has a service contract with the Company which is not

terminable by the employing company within one year without payment of compensation other than
statutory compensation.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31st March 2004, the interests and short positions of the Directors and chief executives of the
Company in the shares, underlying shares and debentures of the Company or its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance (the “SFO") which were notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which a Director is taken or deemed to have under such provisions of the
SFO) or as recorded in the register required to be kept under Section 352 of SFO) or as otherwise notified
to the Company and the Stock Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules, were
as follows:

Long positions in the Shares and underlying shares of the Company

Attributable Number of Shares
interest to and approximate % Number of Number of Aggregate
Name Type of interest the Director of shareholding ~ Warrants options interest
(Note 1) (Note 2)
Mr. Andrew — Corporate deemed interest 163,367,600 (10.23%) 39,260,320 — 202,627,920
Cho Fai Yao interest held by (indirectly)
TN Development
(Note 3)
Corporate interest more than 159,811,344 (10.01%) 31,962,268 — 191,773,612
held by Huge Top one-third
(Note 4) (indirectly)
Corporate interest through Huge Top 301,026,000 (18.86%) 60,205,200 — 361,231,200
held by VSC BVI (indirectly)
(Note 5)
Corporate 100% (directly) 102,400,000 (6.41%) 20,480,000 — 122,880,000
interest held by
Right Action
(Note 6)
Personal interest 100% (directly) — (—) — 5,000,000 5,000,000
(Note 7)
726,604,944 (45.51%) 151,907,788 5,000,000 883,512,732
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING

SHARES AND DEBENTURES (Cont'd)

Long positions in the Shares and underlying shares of the Company (Cont'd)

Name

Ms. Miriam
Che Li Yao

Mr. Desmond
Hay Ching Fu

Mr. Daniel
Takuen Shih

Type of interest

Corporate
interest held by TN
Development
(Note 3)

— Corporate interest
held by Huge Top
(Note 4)

— Corporate interest
held by VSC BVI
(Note 5)

— Personal interest
(Note 7)

— Personal
interest
(Note 7)

— Personal
interest
(Note 8)

Attributable
interest to
the Director

deemed interest
(indirectly)

deemed interest
(indirectly)

through
Huge Top
(indirectly)

100% (directly)

100% (directly)

100% (directly)
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Number of Shares

and approximate % Number of Number of Aggregate
of shareholding ~ Warrants options interest
(Note 1) (Note 2)

163,367,600(10.23%) 39,260,320 — 202,627,920
159,811,344(10.01%) 31,962,268 — 191,773,612
301,026,000(18.86%) 60,205,200 — 361,231,200
— (—) — 7,500,000 7,500,000
624,204,944(39.10%) 131,427,788 7,500,000 763,132,732
— (—) — 11,750,000 11,750,000

- ) — 2,000,000 2,000,000
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Contd)
Long positions in the Shares and underlying shares of the Company (Cont'd)

Notes:
1. These shares are the ordinary shares (“Shares”) of HK$0.10 each in the issued share capital of the Company.
2. The warrants of the Company (“Warrants”) are listed and entitle the holders to subscribe in cash for Shares

at a subscription price of HK$0.10 each (subject to adjustment) and are exercisable between 18th June 2002
and 17th June 2005. These Warrants represent physically settled equity derivatives.

3. As at 31st March 2004, TN Development Limited (“TN Development”) owns 163,367,600 Shares and
39,260,320 Warrants. Van Shung Chong (B.V.l.) Limited (“VSC BVI”) owns 54% of the issued share capital of
TN Development and Mr. Andrew Cho Fai Yao owns 10% of the issued share capital of TN Development. The
board of directors of TN Development only comprises Mr. Andrew Cho Fai Yao and Ms. Miriam Che Li Yao.
These interests of the aforesaid Directors in the securities of the Company were corporate interests.

All Shares held by TN Development are, or are intended to be, the subject of options exercisable, in certain
circumstances, by designated employees and founding members pursuant to the share option agreements
and the revenue option agreements, respectively as disclosed in the Company’s prospectus dated 14th April
2000. The sole purpose of TN Development is to provide an avenue to motivate the Company’s employees
and founding members while at the same time not incurring any dilution effect to the public investors of the
Company.

4. As at 31st March 2004, Huge Top Industrial Ltd. (“Huge Top”) owns 159,811,344 Shares and 31,962,268
Warrants. Mr. Andrew Cho Fai Yao directly holds 10% and indirectly through Perfect Capital International
Corp. (“Perfect Capital”) owns more than one-third of the issued share capital of Huge Top. Mr. Andrew Cho
Fai Yao owns the entire issued share capital of Perfect Capital. The board of directors of Huge Top only
comprises Mr. Andrew Cho Fai Yao and Ms. Miriam Che Li Yao. These interests of the aforesaid Directors in
the securities of the Company were corporate interests.

5. As at 31st March 2004, VSC BVI owns 301,026,000 Shares and 60,205,200 Warrants and Huge Top owns
approximately 47.15% of the issued share capital of Van Shung Chong Holdings Limited (“VSC"). Mr.
Andrew Cho Fai Yao and Ms. Miriam Che Li Yao are directors of VSC. VSC BVI is a wholly-owned subsidiary
of VSC. The board of directors of VSC BVI only comprises Mr. Andrew Cho Fai Yao and Ms. Miriam Che Li
Yao. These interests of the aforesaid Directors in the securities of the Company were corporate interests.

6. As at 31st March 2004, Right Action Offshore Inc. (“Right Action”) owns 102,400,000 Shares and 20,480,000
Warrants. Mr. Andrew Cho Fai Yao owns the entire issued share capital of Right Action and is also the sole
director of that company. These interests were corporate interests in the Company.

7. The interests of the Directors in the share options of the Company are separately disclosed in the section
headed “Share Option Scheme” below.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Contd)

Long positions in the Shares and underlying shares of the Company (Cont'd)

Notes: (Cont’d)

8. Employee options to purchase Shares from TN Development
Number of employee options
Exercised
Beginning during the End of
Name of year year year
Mr. Daniel Takuen Shih 2,000,000 — 2,000,000
Notes:

(i) Daniel Takuen Shih has been granted an option to purchase 2,000,000 Shares from TN Development,
at an exercise price per Share of HK$0.054, under a share option agreement dated 13th April 2000.
Each option may be exercised in whole or in part in the following manner:

(a) During the period starting from 13th April 2001 to 12th April 2002, the option may be
exercised up to one-third of such Shares.

(b) During the period starting from 13th April 2002 to 12th April 2003, the option may (to the
extent not exercised in accordance with (a) above) be exercised up to two-thirds of such Shares.

(c) During the period starting from 13th April 2003 to 12th April 2004, the option may (to the
extent not exercised in accordance with (a) and (b) above) be exercised in full.

(ii) All the above-mentioned options had been already lapsed with effect from 13th April 2004.
(i) All the above-mentioned options are unlisted and represent physically settled equity derivatives.

The Company adopted on 31st March 2004 “Rules 5.46 to 5.67 of the GEM Listing Rules — Model Code
for Securities Transactions by Directors” as the required standard against which Directors must measure
their conduct regarding transactions in securities of the Company according to Rule 5.46 of the GEM
Listing Rules.

Save as disclosed above, as at 31st March 2004, none of the Directors and the chief executives of the
Company or their respective associates had any interests or short positions in the shares, underlying
shares and debentures of the Company or its associated corporations (within the meaning of Part XV of
the SFO) which were notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which a Director is taken or deemed to have
under such provisions of the SFO) or 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 pursuant to the required
standards of dealings by Directors as referred in Rules 5.46 to 5.67 of the GEM Listing Rules.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in Note 8 to the accompanying accounts, no contract or arrangement of significance in
relation to the Group’s business to which the Company or any of its subsidiaries was a party and in
which any of the Company’s Directors had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

INTERESTS DISCLOSEABLE UNDER THE SFO AND SUBSTANTIAL SHAREHOLDERS

As at 31st March 2004, so far as is known to the Directors the following persons (other than the
Directors and chief executives of the Company the interests of which were disclosed above) had an
interest or short position in the Shares and underlying shares of the Company which were disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO (including interests or short
positions which a Director is taken or deemed to have under such provisions of the SFO) and/or were
directly or indirectly interested in 10% or more of the issued share capital carrying rights to vote in all
circumstances at general meetings of any other members of the Group:

Long positions
Number of Shares
and approximate % Number of  Aggregate
Name Type of interest of shareholding Warrants interest Notes

Substantial shareholders of the Company

VSC BVI — directly 301,026,000 (18.86%) 60,205,200 361,231,200
— indirect deemed interest 163,367,600 (10.23%) 39,260,320 202,627,920
through TN Development

464,393,600 (29.09%) 99,465,520 563,859,120 I

VSC — indirectly through VSC BVI 301,026,000 (18.86%) 60,205,200 361,231,200
— indirect deemed interest 163,367,600 (10.23%) 39,260,320 202,627,920
through TN Development

464,393,600 (29.09%) 99,465,520 563,859,120 1&2

Huge Top — directly 159,811,344 (10.01%) 31,962,268 191,773,612
— indirectly through VSC BVI 301,026,000 (18.86%) 60,205,200 361,231,200
— indirect deemed interest 163,367,600 (10.23%) 39,260,320 202,627,920

through TN Development

624,204,944 (39.10%) 131,427,788 755,632,732 1,2&3

Perfect Capital — indirectly through Huge Top 159,811,344 (10.01%) 31,962,268 191,773,612
— indirectly through VSC BVI 301,026,000 (18.86%) 60,205,200 361,231,200
— indirect deemed interest 163,367,600 (10.23%) 39,260,320 202,627,920

through TN Development

624,204,944 (39.10%) 131,427,788 755,632,732 1,2&3

TN Development — directly 163,367,600 (10.23%) 39,260,320 202,627,920 4
Other shareholder of the Company

Right Action — directly 102,400,000 (6.41%) 20,480,000 122,880,000
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INTERESTS DISCLOSEABLE UNDER THE SFO AND SUBSTANTIAL SHAREHOLDERS (Cont'd)
Long positions (Cont'd)

Notes:

1. VSC BVI owns 54% of the share capital of TN Development and is deemed to be interested in the 163,367,600
Shares and 39,260,320 Warrants held by TN Development as at 31st March 2004. VSC BVI directly owns
301,026,000 Shares and 60,205,200 Warrants as at 31st March 2004. VSC BVI is therefore directly and
indirectly interested in an aggregate of 464,393,600 Shares and 99,465,520 Warrants.

2. VSC owns the entire issued share capital of VSC BVI, VSC is therefore deemed to be interested in an
aggregate of 464,393,600 Shares and 99,465,520 Warrants.

3. Perfect Capital owns more than one-third of the share capital of Huge Top as at 31st March 2004. Huge Top
is beneficially interested in approximately 47.15% of the issued share capital of VSC as at 31st March 2004
and Perfect Capital and Huge Top are therefore deemed to be interested in the 163,367,600 Shares and
39,260,320 Warrants held by TN Development and the 301,026,000 Shares and 60,205,200 Warrants held
by VSC BVI as at 31st March 2004. As at the same date, Huge Top also directly owns 159,811,344 Shares
and 31,962,268 Warrants. Huge Top is therefore directly and indirectly interested in an aggregate of
624,204,944 Shares and 131,427,788 Warrants, and Perfect Capital is indirectly interested in the same
aggregate interests.

4. All Shares held by TN Development are, or are intended to be, the subject of options exercisable, in certain
circumstances, by designated employees and founding members pursuant to the share option agreements
and the revenue option agreements, respectively as disclosed in the Company’s prospectus dated 14th April
2000. The sole purpose of TN Development is to provide an avenue to motivate the Company’s employees
and founding members while at the same time not incurring any dilution effect to the public investors of the
Company.

Save as disclosed above, as at 31st March 2004, the Directors were not aware of any other person (other
than the Directors and chief executives of the Company the interests of which were disclosed above)
who had an interest or short position in the Shares and underlying shares of the Company which were
disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO (including
interests or short positions which a Director is taken or deemed to have under such provisions of the
SFO) and/or were directly or indirectly interested in 10% or more of the issued share capital carrying
rights to vote in all circumstances at general meetings of any other members of the Group.
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SHARE OPTION SCHEME

Under the terms of the Company’s share option scheme approved by the shareholders on 13th April
2000 (the "Old Scheme”), the Board of Directors of the Company may at their discretion, invite any full-
time employees of the Company or any of the companies of the Group, including any executive Directors,
to take up options to subscribe for Shares. The Old Scheme became effective upon the listing of the
Shares on 20th April 2000 and was terminated on 10th June 2002. A new share option scheme has been
adopted by the Company since 10th June 2002 (the “New Scheme”) to replace the Old Scheme to
comply with the current statutory requirements. The Company may grant options to the participants as
set out in the New Scheme. Summary of the Old Scheme and the New Scheme was as follows:

1. Purpose of the Old and
New Schemes

2. Participants of the Old and
New Schemes

Old Scheme

As an incentive to employees.

Any full-time employee including
any executive director of the
Group.

New Scheme
To provide incentives to
participants to contribute to the
Group and/or to enable the
Group to recruit and/or to retain
high-calibre employees and
attract human resources that are
valuable to the Group.

Employee/agent/consultant or
representative, including any
executive or non-executive
director, of any member of the
Group or any other person who
satisfies the selection criteria as

set out in the New Scheme.
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SHARE OPTION SCHEME (Cont'd)

3. Total number of Shares
available for issue under
the Old and New Schemes
and percentage of issued
share capital as at the date
of this annual report

4. Maximum entitlement of
each participant under the
Old and New Schemes

Old Scheme

68,250,000 Shares
(approximately 4.3% of issued
capital), being the
outstanding options unexercised
as at the date of this annual

report.

share

The total number of Shares
subject to the Old Scheme and
any other schemes must not, in
aggregate, exceed 10% of the
issued share capital of the
Company from time to time
excluding (i) Shares issued upon
the exercise of options granted
pursuant to the Old Scheme and
any other schemes; and (ii) any
pro rata entitlements to further
Shares issued in respect of those
Shares mentioned in (i) during a
specified period of 10 consecutive
years.

25% of the aggregate number of
Shares for the time being issued
and issuable under the Old
Scheme.
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New Scheme

The Company may initially grant
options representing
156,450,000 Shares under the
New Scheme (i.e. 10% of the
issued share capital of the
Company as at the date of
approval of the New Scheme and
approximately 9.8% of the issued
share capital as at the date of
this annual report).

The maximum number of Shares
which may be issued upon
exercise of all outstanding
options granted and yet to be
exercised under the New Scheme
and any other schemes of the
Company and/or its subsidiary
(including the Old Scheme) must
not exceed 30% of the Shares in
issue from time to time. No
options may be granted under
any schemes of the Company or
its subsidiary if this would result
in the 30% limit being exceeded.

The total number of Shares issued
and to be issued upon exercise
of the options granted to each
participant (including exercised,
cancelled and outstanding
options) within any twelve-month
period under the New Scheme
and any other share option
scheme(s) of the Company and/
or any subsidiary must not exceed
1% of the number of Shares in
issue.
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SHARE OPTION SCHEME (Cont'd)

5. The period within which
the Shares must be taken
up under an option

6. The minimum period for
which an option must be
held before it can be
exercised

7. The amount payable on
application or acceptance
of the option and the
period within
payments or calls must or
may be made or loans for
such purposes must be
paid

which

Old Scheme

Must not be less than three years
and not more than ten years from
the date upon the option is
accepted in accordance with the
Old Scheme but subject to the
provisions for early termination
contained therein.

No such minimum period
specified under the Old Scheme
but the Directors can grant
options at terms and conditions
as they may think fit to offer.

HK$1 is to be paid as
consideration for the grant of
option and the option shall be
accepted within 28 days from the
date of grant.

New Scheme

Must not be more than ten years
from the date of offer of grant
of the option.

No such minimum period
specified and an option may be
exercised in accordance with the
terms of the New Scheme at any
time during a period to be
notified by the Board of Directors
to each grantee.

The acceptance of an option, if
accepted, must be made within
28 days from the date of grant
with a non-refundable payment
of HK$10 in cash from the
grantee to the Company on
acceptance of the offer.
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SHARE OPTION SCHEME (Cont'd)

8. The basis of determining
the exercise price

9. The remaining life of the
Old and New Schemes

Old Scheme

The exercise price of an option
will be at least the highest of:

a. the closing price of the
Shares as stated in the
Stock Exchange’s daily
guotations sheet on the
date of offer of the grant
of the option, which must
be a business day,

b. the average closing price of
the Shares as stated in the
Stock Exchange’s daily
guotations sheets for the

business days

immediately preceding the
date of offer of the grant
of the option, and

five

C. the nominal value of the
Shares.

The Old Scheme was adopted on
13th April 2000 and was
originally effective until 12th April
2010. On 10th June 2002, the
Old Scheme was resolved by the
shareholders of the Company to
have been terminated thereon.
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New Scheme

The exercise price of an option
will be at least the highest of:

a. the closing price of the
Shares as stated in the
Stock Exchange’s daily
guotations sheet on the
date of offer of the grant
of the option, which must
be a business day,

b. the average closing price of
the Shares as stated in the
Stock Exchange’s daily
guotations sheets for the

business days

immediately preceding the
date of offer of the grant
of the option, and

five

C. the nominal value of the
Shares.

The New Scheme shall be valid
and effective for a period of ten
years commencing on the
adoption date i.e. 10th June
2002.
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SHARE OPTION SCHEME (Cont'd)
Details of movement in the share options to subscribe for Shares granted to and held by certain Directors
during the year ended 31st March 2004 under the Old Scheme were as follows:

Name Date of grant
Directors:—
Mr. Andrew  7th November
Cho Fai Yao 2000
Ms. Miriam 3rd July 2000
Che Li Yao
7th November
2000
Mr. Desmond  3rd July 2000
Hay Ching Fu
7th November
2000
Sub-total
Employees:—
In aggregate  3rd July 2000

7th November
2000

In aggregate

Sub-total

Total of Old Scheme

Exercise
price
per Share

HK$0.485

HK$0.360

HK$0.485

HK$0.360

HK$0.485

HK$0.360

HK$0.485

Vesting period

7th November 2000
to 7th November 2001

3rd July 2000

Number of options

to 30th September 2001 to 12th April 2010

7th November 2000
to 7th November 2001

3rd July 2000

to 30th September 2001 to 12th April 2010

7th November 2000
to 7th November 2001

3rd July 2000

to 30th September 2001 to 12th April 2010

7th November 2000
to 7th November 2001

Lapsed

Beginning during End of

Exercise period of year  the year year

‘000 ‘000 ‘000

8th November 2001 5,000 = 5,000
to 12th April 2010

1st October 2001 2,500 — 2,500

8th November 2001 5,000 = 5,000
to 12th April 2010

1st October 2001 250 — 250

8th November 2001 11,500 = 11,500
to 12th April 2010

24,250 — 24,250

1st October 2001 18,100 (1,000) 17,100

8th November 2001 49,650 (15,750) 33,900
to 12th April 2010

67,750 (16,750) 51,000

92,000 (16,750) 75,250
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SHARE OPTION SCHEME (Cont'd)

No options under the Old Scheme were granted, exercised or cancelled during the year. Upon termination
of the Old Scheme on 10th June 2002, no further options were granted thereunder but in all other
respects, the provisions of the Old Scheme remain in force and all options granted prior to such termination
continue to be valid and exercisable in accordance therewith. Up to the date of this annual report, no
options have been granted pursuant to the New Scheme. All the above-mentioned options are unlisted
and represent physically settled equity derivatives.

SPONSOR’S INTERESTS

ICEA Capital Limited (“ICEA") has been appointed by the Company as the sponsor to the Company from
16th August 2001 to 30th April 2003. Pursuant to the agreement dated 3rd August 2001 entered into
between the Company and ICEA, ICEA would receive a fee for acting as the Company’s retained sponsor
for the period from 16th August 2001 to 30th April 2003.

As notified by ICEA at 30th April 2003:

1. Neither ICEA nor its associates have any interest in any class of securities of the Company or any
other company in the Group (including options or rights to subscribe such securities);

2. No director or employee of ICEA who is involved in providing advice to the Company has any
interest in any class of securities of the Company or any other company in the Group (including
options or rights to subscribe such securities);

3. Neither ICEA nor its associates expect to have accrued any material benefit as a result of the
successful outcome of any transaction, including by way of example, the repayment of material

outstanding indebtedness and payment of any underwriting commissions or success fees; and

4, No director or employee of ICEA has a directorship in the Company or any other company in the
Group.
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CONNECTED TRANSACTIONS
Details of related party transactions are set out in Note 2 to the accompanying accounts.

During the year ended 31st March 2004, the Group has the following continuing connected transactions
(“the Transactions”) in accordance with Chapter 20 of the GEM Listing Rules. The Transactions had been
approved by the shareholders of the Company on 17th April 2003 and the details of the Transactions
had been disclosed in the circular of the Company dated 31st March 2003 (“the Circular”):—

1. Under the arrangement of a procurement services agreement dated 13th April 2000 entered into
between Metal Logistics Company Limited (“ML"), a wholly-owned subsidiary of the Company,
and VSCHL, a wholly-owned subsidiary of VSC BVI, a substantial shareholder of the Company, ML
agreed to provide and/or procure any of its subsidiaries, if applicable, to provide sourcing, purchasing
and quality control services on steel coils to the VSC Group’s (as defined below) coil centre
operation in return for a procurement service fee is calculated at the rate of US$5.00 per tonne for
the first 24,000 tonnes and US$2.00 per tonne in excess of 24,000 tonnes of steel coils sourced
which represents a similar rate chargeable for such service in the market. The amount payable by
the VSC Group has been capped at HK$2,800,000 for the year ended 31st March 2004 and at
HK$3,000,000 and HK$3,500,000 for the years ending 31st March 2005 and 31st March 2006
respectively according to the Circular.

2. Under the arrangement of a steel supply agreement dated 13th April 2000 entered into between
ML and VSCHL, the VSC Group (as defined below) agreed to source and supply steel to the Group
on and subject to the standard terms and conditions of purchase of the Group and the Group will
reimburse the VSC Group at cost (including, but not limited to, insurance, transportation,
warehousing costs incurred in respect of such supply, etc.). The total purchases made by the Group
from the VSC Group have been capped at HK$350 million for the year ended 31st March 2004
and at HK$410 million and HK$500 million for the years ending 31st March 2005 and 31st March
2006 respectively according to the Circular.

3. VSC (the holding company of VSC BVI) and its subsidiaries and its associated companies (collectively
the “VSC Group”) may from time to time source/procure/distribute/sell steel products via the
Group's iSteelAsia.com website, but there is no signed agreement between the VSC Group and the
Group regarding these transactions. For each of the three years ending 31st March 2006, the
annual sales of the VSC Group transacted via the trading platform at iSteelAsia.com have been
capped at HK$667 million per annum while the commission which may be earned by iSteelAsia.com
from the VSC Group has been capped at HK$10 million per annum according to the Circular.
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Report of the Directors

CONNECTED TRANSACTIONS (Cont'd)

The Directors, including the independent non-executive Directors, are of the view that the Transactions
are essential for the efficient and continuous operation of the Group. Given the Transactions will occur
on a regular and continuing basis, the Directors consider that it would not be practicable to announce,
or if necessary, obtain prior approval from the shareholders of the Company on each occasion they arise.
Accordingly, the Company convened and held a special general meeting on 17th April 2003 and the
ordinary resolution to approve the Transactions and the relevant caps for a further 3-year period ending
31st March 2006 was approved by the independent shareholders of the Company. Details of the
Transactions had been disclosed in this annual report as described in Rules 20.45(1) to (5) of the GEM
Listing Rules.

The independent non-executive Directors have confirmed that the Transactions have been entered into
(a) in the ordinary and usual course of business of the Group; (b) on normal commercial terms or on
terms no less favourable to the Group than terms available to or from independent third parties; and (c)
in accordance with the relevant agreements governing them on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a whole.

The auditors of the Company have also confirmed that the Transactions (a) have received the approval of
the Company’s Board of Directors; (b) are in accordance with the pricing policy of the Group if those
transactions involve the provision of goods or services by the Group; (c) have been entered into in
accordance with the relevant agreements governing the Transactions; and (d) have not exceeded the
respective caps agreed with the Stock Exchange.

COMPETING INTERESTS

Mr. Ralph David Oppenheimer, a non-executive Director of the Company had been resigned on 20th
February 2004, is the chairman and chief executive of Stemcor Holdings Limited (“Stemcor”) whose
business is principally engaged in international steel trading. Mr. David Michael Faktor, a non-executive
Director of the Company, is the director of Stemcor. Mr. Andrew Cho Fai Yao and Ms. Miriam Che Li Yao
are the Chairman and the Deputy Chairman of the Company, respectively, and also the chairman and the
deputy chairman of VSC, respectively and VSC is also engaged in steel trading business. The Directors
believe that there is a risk that such businesses may compete with those of the Group. However, the
Directors are also of the view that the invaluable experience of Mr. Oppenheimer, Mr. Faktor, Mr. Yao
and Ms. Yao in the steel industry will complement the development of the Group’s business.

Save as disclosed above, none of the Directors or the management shareholders of the Company or any

of their respective associates has engaged in any business that competes or may compete with the
business of the Group or has any other conflict of interests with the Group.
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PURCHASES, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES
Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s
listed securities during the year ended 31st March 2004.

CORPORATE GOVERNANCE

In the opinion of Directors, the Company had complied with the “Board Practices and Procedures” as set
out in Rules 5.34 to 5.45 of the GEM Listing Rules throughout the year under review, except that the
non-executive Directors are not appointed for a specific term. However, the non-executive Directors are
subject to retirement by rotation and re-election at the annual general meeting in accordance with the
Company's Bye-laws.

AUDIT COMMITTEE

The Company has established an audit committee with written terms of reference based upon the
guidelines recommended by the Hong Kong Society of Accountants. The audit committee held four
meetings during the year. The duties of the audit committee include reviewing the Company’s annual
reports and quarterly reviews and providing advice and comments thereon to the Board of Directors. The
audit committee is also responsible for reviewing and supervising the Company’s financial reporting and
internal control procedures. The audit committee comprises two independent non-executive directors,
namely Mr. Philip King Huen Ma and Mr. Kennedy Ying Ho Wong. These audited accounts for the year
ended 31st March 2004 of the Company now reported on have been reviewed by the Audit Committee.

AUDITORS
Arthur Andersen & Co were auditors of the Company for the year ended 31st March 2002.
PricewaterhouseCoopers were auditors of the Company for the years ended 31st March 2003 and 2004.

The accompanying accounts were audited by PricewaterhouseCoopers. A resolution for their re-
appointment as the Company’s auditors for the ensuing year is be proposed at the forthcoming annual
general meeting.

On behalf of the Board of Directors,

Desmond Hay Ching Fu
Director and Chief Executive Officer

Hong Kong, 23rd June 2004
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PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888
www.pwchk.com

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
iSTEELASIA HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the accounts on pages 35 to 72 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 accounts which give a true and fair view. In preparing
accounts which give a true and fair view it is fundamental
that appropriate accounting policies are selected and applied
consistently.

It is our responsibility to form an independent opinion, based
on our audit, on those accounts and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda, 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
accounts. It also includes an assessment of the significant
estimates and judgements made by the directors in the
preparation of the accounts, and of whether the accounting
policies are appropriate to the circumstances of the company
and of the group, consistently applied and adequately
disclosed.
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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 accounts are free
from material misstatement. In forming our opinion we also
evaluated the overall adequacy of the presentation of
information in the accounts. We believe that our audit provides
a reasonable basis for our opinion.

OPINION

In our opinion the accounts give a true and fair view of the
state of affairs of the company and of the group as at 31st
March 2004 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.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23rd June 2004
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Consolidated Profit and Loss Account

= a

B & X

For the year ended 31st March 2004 B Z —ZTZTMF=HA=+—HIFFZF

= X Turnover

85 & X AR Cost of sales

E 7 Gross profit

H A Other revenue

HERDEXH Selling and distribution expenses

— M RITH X B General and administrative expenses
— B EREEE Impairment loss of an investment

K (B8 B Operating (loss)/profit
&R Finance costs

BRELAT (B518) 8 A (Loss)/Profit before taxation
I Taxation

B BB R D BAXE (Loss)/Profit after taxation but
AT (B5B) /%K before minority interests

D BUIR R & Minority interests
A% B FE(L (B518) % A (Loss)/Profit attributable to shareholders

Zhk (B58) /& (Loss)/Earnings per share
—&EXR — Basic

K e
Note

3

10

11

—EENE —ZEET=F
2004 2003
FET FET
HK$’'000 HK$'000
1,429,443 811,142
(1,390,654) (764,035)
38,789 47,107
1,078 1,370
(7,891) (6,132)
(28,682) (26,794)
(20,414) (803)
(17,120) 14,748
(7,922) (6,284)
(25,042) 8,464
(889) (1,840)
(25,931) 6,624
220 (34)
(25,711) 6,590

HK(1.63) cents

HKO0.42 cents
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Balance Sheets
EEEBREBR

As at 31st March 2004 RZ-ZFEZFWHF=F=+—H

153
Note
FRBEE Non-current assets
ETEE Fixed assets 12
B E KA Website development costs 13
RHRE Long-term investment 14
BEREEE Deferred tax assets 21
NIBRARZIZE  Investment in subsidiaries 15
FERBEELE  Total non-current assets
RBEE Current assets
HHRE Short-term investment 14
FE Inventories 16
BERe Deposits for purchase

of inventories
BMFAERKSE  Prepayments and deposits
EUWERZREE  Accounts and bills receivable 17

BHBBAIHER  Pledged bank deposits 18
BeRAfM Cash and other bank
ROER deposits 18

THEELR Total current assets

RBEE Current liabilities
EHETEE Short-term bank borrowings 19
ENEZRRERE  Accounts and bills payable 2.8 20
H At e T 5008 Other payables

Eita Accruals
BKHE Receipts in advance
E&HE Taxation payable

THBEER Total current liabilities
RYEEFER Net current assets

FhBaE Non-current liabilities
FEUMBATIZIE  Amounts due to subsidiaries 15

BEFH Net assets

58 b N
Consolidated Company

ZEEME 3y 2 ZEEME “E3=F
2004 2003 2004 2003
FErn FAT FiEx FAT
HK$'000 HK$'000 HK$'000 HK$'000
2,922 3,230 — —

43 918 — —
2,136 685 2,136 685
4,483 — — —

- = 1 1

9,584 4,833 2,137 636
23,400 23,400 — —
131,082 155,229 — —
89,321 49,232 — —
12,735 19,359 53 —
31,193 37,425 — —
34,439 — 13,645 —
55,433 49,240 3,961 4,035
377,603 333,885 17,659 4,035
(51,426) (57,134) — —
(284,445) (232,003) — —
(517) (3,618) — —
(2,082) (1,872) (50) (50)
(30,065) (28,391) — —
(6,007) (1,015) — —
(374,542) (324,033) (50) (50)
3,061 9,852 17,609 3,985

- — (4,702) —
12,645 14,685 15,044 4,671
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EEABBXR
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[N
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B RS
LERRER

As at 31st March 2004 RZ-ZFEZEWNF=F=+—H

ge NG|
Consolidated Company
“EEME ZZT=F “EEIME ZTT=F
2004 2003 2004 2003
Kzt TEx TET FiEx TET
Note HK$'000 HK$'000 HK$'000 HK$'000
Representing:
Share capital 22 159,638 156,450 159,638 156,450
Reserves 25 (146,993) (143,099) (144,594) (151,779)
Shareholders" equity 12,645 13,351 15,044 4,671
Minority interests - 1,334 - —
12,645 14,685 15,044 4,671
FE EFFTHEH
Pk 1E 2 CSE |
Andrew Cho Fai Yao Desmond Hay Ching Fu
Chairman Director and Chief Executive Officer
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Consolidated Cash Flow Statement
ﬁ 'éu“ 1] € mE

For the year ended 31st March 2004 B Z=—TLTMFE=F=+—HIFFE

REEy
BemELZRERARE
EHHE
ENFHE
ENPELEAEH
EREFELEREH

BERDLRSRARE

REED
BR-AREZKE
REBTEE
HEBTEEMERA
REBURENE
EEARTEREM
B AR

RERYCASRL TR
BERDACRERAFE
MEED

RITERR

MERRRTER
EERBBRTER

ERMBRTER RS R

EN-RNBARZ
PERR

RARH RERL TR

RERBESEER 2N
ENcReRAeSEER

ERAeRAEEERRA

Operating activities
Net cash inflow generated from operations
Interest received
Interest paid
Mainland China enterprise income tax paid
Mainland China enterprise income tax refunded

Net cash inflow from operating activities

Investing activities
Dividend received from an investment
Additions of fixed assets
Proceeds from disposal of fixed assets
Additions of website development costs
Increase in pledged bank deposits
Translation adjustments

Net cash outflow from investing activities
Net cash inflow before financing activities

Financing activities
Issue of ordinary shares
New short-term bank loans
Repayment of short-term bank loans
Net decrease in trust receipts bank loans
Distribution paid to minority shareholders
of a subsidiary

Net cash outflow from financing activities

Increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year
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2004 2003

i3 FEx FE
Note HK$'000 HK$'000
26(3) 55,554 15,122
657 1,059
(7,922) (6,284)
(704) (825)

324 —

47,909 9,072

4 311
(1,021) (2,009)

142 60
(17) (59)

(34,439) —

(48) 8
(34,962) (1,689)

12,947 7,383

26(b)

68 —

68,480 32,962
(62,857) (25,595)
(11,331) (14,568)

(1,114) —
(6,754) (7,201)

6,193 182

49,240 49,058

26(c) 55,433 49,240




Consolidated Statement of Changes in Equity
REBRRERZEDHRR

For the year ended 31st March 2004 B Z —ZTZTMF=HA=+—HIFFZF

—EENFE _—_TT=F
2004 2003
Kt & FET FET
Note HK$'000 HK$'000
F U2 R Balance as at beginning of year 13,351 10,066
A% B FE(L (E518) % A (Loss)/Profit attributable to shareholders 25 (25,711) 6,590
E R Translation adjustments 25 (48) 8
—ERHAKREAQT Change in fair value of a long-term
BEZY investment 25 1,451 (3,313)
R —IEKH Investment revaluation reserve transferred
AR EE B H to profit and loss account upon
KESHREEER recognition of impairment loss of
EEmK a long-term investment 4 20,414 -
BITEBKRME Proceeds from issue of ordinary shares 22 3,188 —
FRZER Balance as at end of year 12,645 13,351
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Notes to the Accounts
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PRINCIPAL ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation
of these accounts are set out below:

(a) Basis of preparation

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 Society of Accountants (“HKSA"). They are prepared
under the historical cost convention except that, as
disclosed in the accounting policy below, investments are
stated at fair value.

Commencing from 1st April 2003, iSteelAsia Holdings
Limited (“the Company”) and its subsidiaries (together
“the Group”) have adopted the revised Statement of
Standard Accounting Practice (“SSAP”) 12 “Income taxes”
issued by the HKSA, under which deferred taxation is
provided in full on temporary differences arising between
the tax bases of assets and liabilities and their carrying
amounts in the accounts. In prior year, deferred taxation
was provided in respect of significant timing differences
between profit as computed for taxation purposes and
profit as stated in the accounts to the extent that a liability
or an asset was expected to be payable or recoverable in
the foreseeable future. The adoption of the revised SSAP
12 represents a change in accounting policy, which has
no significant effect on the Group’s results for the prior
accounting periods.

(b) Basis of consolidation
The consolidated accounts include the accounts of the
Company and its subsidiaries. The results of subsidiaries
acquired or disposed of during the year are included in
the consolidated profit and loss account from the effective
date of acquisition or up to the effective date of disposal,
as appropriate.

Any significant intercompany transactions and balances
within the Group are eliminated on consolidation.

The gain or loss on disposal of a subsidiary represents
the difference between the proceeds of the disposal and
the Group’s share of its net assets together with any
unamortised goodwill or negative goodwill and any related
cumulative foreign currency translation adjustments.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of
subsidiaries.
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1 PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(c)

(d)

(e)

Subsidiaries

Subsidiaries are those entities in which the Company,
directly or indirectly, controls more than one half of the
voting power; has the power to govern the financial and
operating policies, to appoint or remove the majority of
the members of the board of directors, or to cast majority
votes at the meetings of the board of directors.

In the Company’s balance sheet, investment in subsidiaries
is stated at cost less accumulated impairment losses. The
results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.

Contractual joint ventures

A contractual joint venture is an entity established
between the Group and one or more other parties for a
pre-determined period of time, with the rights and
obligations of the joint venture partners being governed
by a contract. If the Group is able to govern and control
the financial and operating policies of the contractual
joint venture so as to obtain benefits from its activities,
such joint venture is considered as a subsidiary and is
accounted for as such.

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated
depreciation and accumulated impairment losses. Major
expenditures on modifications and betterments of fixed
assets which will increase their future economic benefits
are capitalised, while expenditures on repairs and
maintenance are expensed when incurred. Fixed assets
are depreciated on a straight-line basis at rates sufficient
to write off their cost less accumulated impairment losses
over their estimated useful lives. The principal annual rate
is 20%.

The depreciation methods and useful lives are reviewed
periodically to ensure that the methods and rates of
depreciation are consistent with the expected pattern of
economic benefits from fixed assets.

The gain or loss on disposal of a fixed asset is the
difference between the net disposal proceeds and the
then carrying amount of the relevant asset, and is
recognised in the profit and loss account.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(f)

(9)

(h)

Website development costs

Costs directly associated with the development of specific
websites, which include external direct costs of materials
and services consumed in developing or obtaining an
internal-use website, are capitalised. The capitalisation of
such costs ceases no later than the point at which the
websites are substantially completed and ready for their
intended purpose. Website development costs are
amortised on a straight-line basis over a period of three
years, which represents the expected useful life of the
website. The Company’s Directors and the Group's
management review and evaluate the recoverability of
the carrying value of website development costs
periodically by reference to certain external factors,
including, but not limited to, anticipated future revenue
to be generated from the website and changes in
technology.

Research and other development costs relating to website
development and website maintenance costs are expensed
as incurred.

Investments

Investments, which are held for non-trading purpose, are
stated at fair value at the balance sheet date. Changes in
fair value of individual investments are credited or debited
to the investment revaluation reserve until the investments
are sold or otherwise disposed of or until the investments
are determined to be impaired. Upon disposal, the
cumulative gain or loss, representing the difference
between the net disposal proceeds and the carrying
amount of the relevant investments, together with any
surplus/deficit transferred from the investment revaluation
reserve, is dealt with in the profit and loss account. When
there is objective evidence that individual investments are
impaired, the cumulative loss recorded in the investment
revaluation reserve is taken to the profit and loss account.

Inventories

Inventories 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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1 PRINCIPAL ACCOUNTING POLICIES (Cont’d)

()

()

(k)

Accounts receivable

Provision is made against accounts receivable to the extent
they are considered to be doubtful. Accounts receivable
in the balance sheet are stated net of such provision.

Impairment of assets

Assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
amount of one of these asset may not be recoverable.
Whenever the carrying amount of an asset exceeds its
recoverable amount, an impairment loss representing the
difference between the carrying amount and the
recoverable amount of an asset is recognised in the profit
and loss account. The recoverable amount is the higher
of an asset’s net selling price and value in use. The net
selling price is the amount obtainable from the sale of an
asset in an arm’s length transaction less the cost of
disposal, while value in use is the present value of
estimated future cash flows expected to arise from the
continuing use of an asset and from its disposal at the
end of its useful life.

Reversal of an impairment loss of an asset recognised in
prior years is recorded when there is an indication that
the impairment loss recognised for the asset no longer
exists or has decreased. The reversal is recorded in the
profit and loss account.

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.

Deferred taxation is provided on temporary differences
arising on investments in subsidiaries, 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.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

U]

(m)

(n)

Provisions

Provisions are recognised when the Group has a present
obligation, legal or constructive, as a result of past events
and it is probable that an outflow of resources will be
required to settle the obligation, and a reliable estimate
can be made of the amount of the obligation. Provisions
are reviewed regularly and adjusted to reflect the current
best estimate. Where the effect of the time value of
money is material, the amount of a provision is the present
value of the expenditure expected to be required to settle
the obligation. Where the Group expects a provision to
be reimbursed, the reimbursement is recognised as a
separate asset only when the reimbursement is virtually
certain.

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, they 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.

Revenue recognition

Revenue is recognised when the outcome of a transaction
can be measured reliably and when it is probable that
the economic benefits associated with the transaction
will flow to the Group. Revenue is recognised on the
following bases:
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1 PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(n)

(o)

(p)

Revenue recognition (Cont’d)

(i) Sales revenue
Revenue from sales 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.

(i) Commission from procurement and online steel
trading services
Commission from procurement and online steel
trading services is recognised when the services are
rendered.

Dividend income
Dividend income is recognised when the right to
receive payment is established.

(iii)

Interest income

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

(iv)

Advance payments received from customers prior to
delivery of goods and provision of services are recorded
as receipts in advance.

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. Employee entitlements to sick
leave and maternity leave are not recognised until
the time of leave.

(ii) Pension obligations
The Group's contributions to defined contribution
retirement schemes are expensed as incurred.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset that
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
profit and loss account in the period in which they are
incurred.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)
(g) Operating leases

(r)

(s)

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 are charged to the profit and loss account
on a straight-line basis over the period of the relevant
leases.

Foreign currency translation

Individual companies within the Group maintain their
books and records in the primary currencies of their
respective operations (“functional currencies”). In the
accounts of the individual companies, transactions in other
currencies during the year are translated into the
functional currencies at the applicable rates of exchange
prevailing at the time of the transactions; monetary assets
and liabilities denominated in other currencies are
translated into the respective functional currencies at the
applicable rates of exchange in effect at the balance sheet
date. Exchange gains or losses are dealt with in the profit
and loss account of the individual companies.

The Group prepares consolidated accounts in Hong Kong
dollars. For the purpose of consolidation, all assets and
liabilities of subsidiaries with functional currencies other
than Hong Kong dollars are translated into Hong Kong
dollars at the applicable rates of exchange in effect at
the balance sheet date; all income and expense items are
translated at the applicable average exchange rates during
the year. Exchange differences arising from such
translation are dealt with as movements of cumulative
foreign currency translation adjustments.

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 segments as the secondary reporting format.

Unallocated costs represent corporate expenses. Segment
assets consist primarily of all of fixed assets, inventories,
receivables and other operating assets. Segment liabilities
consist primarily of all of the Group’s operating liabilities.
Capital expenditure comprises additions to fixed assets,
website development costs and short-term/long-term
investments.
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(s)

(t)

Segment reporting (Cont’d)

In respect of geographical segment reporting, turnover is
based on the destination of delivery of goods or the
location for the provision of services. Total assets and
capital expenditure are classified where the assets are
located.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet
at cost. For the purpose of the cash flow statement, cash
and cash equivalents comprise cash on hand, deposits
held at call with banks, cash investments with a maturity
of three months or less from date of investment and
bank overdrafts.

RELATED PARTY TRANSACTIONS

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

(a)

The Group purchased inventories of approximately
HK$155,716,000 (2003: HK$287,413,000) from Van
Shung Chong Hong Limited (“VSCHL"), a related
company, during the year ended 31st March 2004, and
had an outstanding payable to VSCHL of approximately
HK$205,611,000 as at 31st March 2004 (2003:
HK$210,202,000) of which approximately
HK$198,417,000 (2003: HK$197,853,000) was overdue.
VSCHL has granted to the Group a normal credit period
and has agreed not to demand repayment of overdue
balances but charges interest on such balances based on
commercial lending rates.
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2 RELATED PARTY TRANSACTIONS (Cont’d)
(b) Details of significant transactions with related parties were:

Name of related party/ —EENF —EE=F
Nature of transaction 2004 2003
FET FAT

HK$'000 HK$'000

Van Shung Chong Hong Limited (i)
— Purchases made by the
Group (see Note 2(a)) 155,716 287,413
— Commission from
procurement services

earned by the Group 1,894 1,552
— Interest charged to the Group

(see Note 2(a)) 5,672 4,616
— Administrative fees charged

to the Group 360 360

CFY Enterprises Limited (i)
— Rental expense charged
to the Group 198 600

Note:

(i) Van Shung Chong Hong Limited and CFY Enterprises Limited
are wholly-owned by Van Shung Chong (B.V.l.) Limited, a
substantial shareholder of the Company.

() The amount due to related companies arising from
transactions described in Note 2(b) were included in
accounts payable. Details of such balances are as follows:

—EEME —ET=F

Name of related company 2004 2003
FET FAETT

HK$'000 HK$'000

Van Shung Chong Hong Limited (i) 205,611 210,202

Note:

(i) The balance is unsecured, repayable within ordinary credit
term and bore interest at commercial lending rates for overdue
balances.

48 / iSteelAsia Holdings Limited / 2003/04 Annual Report



Notes to the Accounts
BR B M &

EEERBA 3  TURNOVER AND REVENUE
WARIA TR Revenues recognised are as follows:
—EEME —ET=F
2004 2003
FET FAET
HK$'000 HK$'000
EEIWA Sales revenue 1,416,236 799,970
KERE LM E SRS A Commission from procurement and
online steel trading services 13,207 11,172
FERaE ] Total turnover 1,429,443 811,142
& B A Dividend income 421 311
A E WA Interest income 657 1,059
1,078 1,370
LN Total revenue 1,430,521 812,512
—EHRERERIE 4  IMPAIRMENT LOSS OF AN INVESTMENT
REBEZZEZNFEF=A=+—HIHF During the year ended 31st March 2004, the Group considered
B AEEZSEI-ERAKREZAT the decline in fair value of its long-term investment to be
1B T~ B M 3R R (B B $8. 49 20,414,000 impaired and recognised an impairment loss of approximately
L At REEHFHEEZBEAMLY HK$20,414,000. In this connection, the deficit in the investment
20,414,000 TE R EEZ EEBR X - revaluation reserve of approximately HK$20,414,000 was

transferred to the profit and loss account.
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5 OPERATING (LOSS)/PROFIT

Operating (loss)/profit is determined after charging and crediting

the following items:

After charging—

Staff costs (including directors’
emoluments) (see Note 7)
Operating lease rental in respect
of premises paid to
— a related company
(see Note 2(b))
— others
Depreciation of fixed assets
Loss on disposal of fixed assets
Amortisation of website
development costs
Write-off of and provision for bad
and doubtful debts
Provision for inventories
Net exchange loss
Auditors’ remuneration

After crediting—

Dividend income from an investment
Interest income from

— bank deposits

— overdue trade receivables
Net exchange gain

6 Finance costs

Interest on bank loans wholly
repayable within five years

Interest on amount due to a
related company (see Note 2(b))
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—EENE —TT=f
2004 2003
FET FAETT
HK$'000 HK$'000
15,232 14,870
198 600
1,656 1,052
1,069 905
118 120

892 1,306

439 715

420 3,889

— 46

438 438

421 311

657 504

— 555

376 —
—EEMNE —EFE=F
2004 2003
FET FAETT
HK$’000 HK$'000
2,250 1,668
5,672 4,616
7,922 6,284
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7 STAFF COSTS (INCLUDING DIRECTORS’ EMOLUMENTS)

Salaries and allowance

Bonus

Pension costs — defined
contribution schemes
(see Note 28)

—EENE —TT=fF
2004 2003
FET FiET
HK$’000 HK$°000
12,556 14,239
2,376 320

300 311

15,232 14,870

8 DIRECTORS’ AND SENIOR EXECUTIVES" EMOLUMENTS
(a) Directors’ emoluments

Fees for non-executive directors
Other emoluments for
executive directors
— Salaries and allowances
— Discretionary bonuses (i)
— Retirement contributions

Note:

—FENF T =F
2004 2003
FERT T
HK$’000 HK$'000
35 50

3,863 3,383
1,440 100

21 24

5,359 3,557

(i) The executive directors were entitled to discretionary bonuses.
Ms. Drina C. Yue received HK$1,160,000 of discretionary bonus
while Mr. Desmond Hay Ching Fu received HK$280,000 of
discretionary bonus during the year, which were determined
with reference to their contribution and the financial
performance of the Group.

During the year, two executive directors, Mr. Andrew Cho

Fai Yao and Ms.

Miriam Che Li Yao, waived their

emoluments of individual amounts HK$636,000 (2003:
Nil) and HK$560,000 (2003: Nil), respectively. No incentive
payment for joining the Group or compensation for loss
of office was paid or payable to any director during the

year.
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8 DIRECTORS’ AND SENIOR EXECUTIVES’

(Cont’d)

(a) Directors’ emoluments (Cont’d)
Analysis of directors’ emoluments by number of directors

and emolument ranges is as follows:

EMOLUMENTS

—EENEF —EE=F
2004 2003
Executive directors
— Nil to HK$1,000,000 2 —
— HK$1,000,001 to HK$1,500,000 — 3
— HK$1,500,001 to HK$2,000,000 1 —
— HK$2,000,001 to HK$2,500,000 1 —
Non-executive directors
— Nil to HK$1,000,000 4 3
Independent non-executive directors
— Nil to HK$1,000,000 3 2
11 8

During the year, the executive directors received individual
emoluments of approximately HK$2,492,000 (2003:
HK$1,285,000), HK$1,806,000 (2003: Nil), HK$546,000
(2003: HK$1,182,000) and HK$480,000 (2003:
HK$1,040,000). The non-executive directors and
independent non-executive directors received individual
fees of approximately HK$10,000 (2003: HK$10,000),
HK$10,000 (2003: HK$10,000), HK$6,000 (2003: Nil),
HK$4,000 (2003: HK$10,000), HK$4,000 (2003:
HK$10,000), HK$1,000 (2003: Nil) and Nil (2003:
HK$10,000).

(b) Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group for the year include two (2003: three)
directors whose emoluments are reflected in the analysis
presented in Note 8(a) above. The emoluments paid/
payable to the remaining three (2003: two) individuals

were as follows:

—ZENF —EFE=F

2004 2003

FET FAETT

HK$'000 HK$’000

Basic salaries and allowances 1,925 2,194
Retirement contributions 36 24
Bonuses 553 —
2,514 2,218
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DIRECTORS’ AND SENIOR EXECUTIVES' EMOLUMENTS
(Cont’d)
(b) Five highest paid individuals (Cont’d)

The emoluments fell within the following band:

—FENF T =F

2004 2003

Nil to HK$1,000,000 3 —
HK$1,000,001 to HK$1,500,000 — 2
3 2

TAXATION
The Company is exempted from taxation in Bermuda until 2016.

No provision for Hong Kong profits tax has been provided as
the Group had no assessable profit arising in or derived from
Hong Kong during the year.

The subsidiaries established in Mainland China are subject to
Mainland China enterprise income tax at rates ranging from
15% to 33% (2003: 15% to 33%).

The amount of taxation charged to the consolidated profit and
loss account represents:

—FENF T =F
2004 2003
FET F¥ET
HK$’000 HK$'000
The Company and subsidiaries —
Current taxation
Hong Kong profits tax — =
Mainland China
enterprise income tax
— Current year 6,262 1,840
— Overprovisions
in prior years (890) —
Deferred taxation relating to the
origination and reversal of
temporary differences (4,483) —
889 1,840
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BLIE (@)

A8 2 BB E R RRBNEE (K
EEFEME) 2RISR EFE2®
HEOBEAMERRHENT

Braian (BE) aF

EEEMEHHEEI175%
—EET=F : 16%)TE
&

— H AR R AR R

— BARBZBA
— TAMBZ T

— AR ZELEHRAEE

— %@L/(HU*EEM\
MIBEE

— BEBFEZSERE
kR Z BiA

BEREL (BE), HEF
BREMLERE (B518) EF B ER AR
ARIERE 2 E1E%14,680,000%8 7T (=
T =4 : %5 H1,678,000/ L) °

SR (B8 EF
HE-_TZTNE=A=+—HItFEZ
BREAREERERERLGE R
#925,711,0008 L (Z 2 =F : /& Fl
6,590,000/ 7T) & F AW E 17 E @A N
HESF 8 491,575,814,0000% (ZEZ =
£ :1,564,500,0000%) 5+ & -

R TR R AR 1T {6 2 R R A o % P e A O
BEER AU EZ27BREE (B
8) B -

TAXATION (Cont’d)

The taxation on the Group’s profit before taxation differs from
the theoretical amount that would arise using the profits tax
rate of Hong Kong, the home country of the Group, and the
reconciliation was as follows:

—EENEF —TT=F
2004 2003
FET FAET
HK$°000 HK$'000
(Loss)/Profit before taxation (25,042) 8,464
Calculated at Hong Kong profits
tax rate of 17.5% (2003: 16%) (4,382) 1,354
Effect of
— different tax rates in other
jurisdictions 146 (682)
— income not subject to taxation (37) (635)
— expenses not deductible for
income tax purposes 3,591 917
— deferred tax assets not
recognised 3,031 886
— reversal of previously
unrecognised deferred
tax assets (570) —
— Qverprovisions in prior years (890) —
Taxation charge 889 1,840

10 (LOSS)/PROFIT ATTRIBUTABLE TO SHAREHOLDERS
The consolidated (loss)/profit attributable to shareholders
included a loss of approximately HK$14,680,000 (2003: profit
of HK$1,678,000) dealt with in the accounts of the Company.
11  (LOSS)/EARNINGS PER SHARE

The calculation of basic loss per share for the year ended 31st
March 2004 is based on the consolidated loss attributable to
shareholders of approximately HK$25,711,000 (2003: profit of
HK$6,590,000) and the weighted average of approximately
1,575,814,000 (2003: 1,564,500,000) ordinary shares in issue
during the year.

No diluted (loss)/earnings per share is presented as the
outstanding warrants and share options were anti-dilutive.
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12 BEEE 12 FIXED ASSETS
#Eh Movements were:
=a
Consolidated
—EEINEF
2004
HEME
5 R EM
Leasehold WAERE RE
improvements Office Motor e
and furniture equipment vehicles Total
FETT FETT FETT FET
HK$°000 HK$°000 HK$'000 HK$°000
A Cost
F 4] Beginning of year 797 2,744 1,590 5,131
NE Additions 63 88 870 1,021
k= Disposals (209) (417) — (626)
F IR End of year 651 2,415 2,460 5,526
E i Accumulated
depreciation
) Beginning of year 351 1,367 183 1,901
REFFE Charge for the year 129 507 433 1,069
k= Disposals (118) (248) — (366)
F R End of year 362 1,626 616 2,604
REFE Net book value
FR End of year 289 789 1,844 2,922
) Beginning of year 446 1,377 1,407 3,230
13 PIEF R 13 WEBSITE DEVELOPMENT COSTS
BH A - Movements were:
wE
Consolidated
—EEINEF —ETET=
2004 2003
FET FET
HK$'000 HK$°000
A Cost
F 7)) Beginning of year 33,347 33,288
NE Additions 17 59
F End of year 33,364 33,347
Bt #HERRE Accumulated amortisation and
impairment
) Beginning of year 32,429 31,123
N 8 Amortisation for the year 892 1,306
F End of year 33,321 32,429
BREFEE Net book value
F IR End of year 43 918
) Beginning of year 918 2,165
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INVESTMENTS
RE PN
Consolidated Company
ZEENFE —TT=F ZTENF _—_TT=F
2004 2003 2004 2003
FET FET FET T
HK$'000 HK$°000 HK$'000 HK3$°000
22,550 22,550 22,550 22,550
(20,414) (21,865) (20,414) (21,865)
2,136 685 2,136 685
25,925 25,925 — —
(2,525) (2,525) — —
23,400 23,400 — _

14 RE 14
REKRE Long-term investment
RES L™ Listed shares

Z W19 (i) in Hong Kong (i)

B AR At cost

NFEZHE Change in fair value

3% 3 B At quoted market value
EHERE Short-term investment
I £ T B% 19 (ii) Unlisted investments (ii)

DN At cost

25 REEE Accumulated

impairment loss

0]
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BREZ EBROBRERLETRRAR
R ZARNHEREREBRNESR
BHAERZMBERAR AR LT
DRRERAAEIEREREERE
B BIREBBERBKRY  BEEF
BEERTS - BARRES RBARE R
TER °

FE AR (7D 2 #% & $5 7A Stemcor Holdings
Limited ([Stemcor]) 493.5% /% A1z ©
Stemcor/TR EBEFMAKL 2 ARG - £B
XBREEHNMER  UERREMES
BESRERHEXRE - A5ERESE
—HEHRGHE BRHAEETEX
StemcorL/( 23,400,000 7t (#8 & R
3,000, 0002 77) B B 4 % [ 2 8 2 7
7 3.5%Stemcorf¥ AN #E 25 o ZK%.—HE"
EStemcor T2 BIEIRE IR REE
% 515,000,000 8 2 BHIk =TT
ZFOA=TH (UREERE) RTE
l}l—/\‘\:ﬁi i—f—ﬁ + EIT?EHZIEWZJ
HEE - BE_TTE=F+=-A++t
EI Stemcor R ANE B 2 [H 2 — DT

CIIEHEER—FE_TTWNF+
H +—B R=ZFEZTMFRA+=
B - NEBEB17{FEZ 84 - FitStemcor
B R — 3R % 523,400,000% T (10
73,000,000 7T) 2 L8 A SR T
rEH -

Notes:

0]

Investment in listed shares represents investment in shares in
AcrossAsia Multimedia Limited, a company incorporated in the
Cayman Islands and whose shares are listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited. AcrossAsia
Multimedia Limited is principally engaged in the provision of cable
television, broadband internet and network services, mobile network
services, information technology integration and solution services
and retail services.

Investment in unlisted shares represents a 3.5% equity interest in
Stemcor Holdings Limited (“Stemcor”), a company incorporated in
the United Kingdom, which is principally engaged in the trading of
steel products and the provision of specialist services to the steel
and metals industries. The Group holds a put option under which it
may require Stemcor to repurchase all of the Group’s 3.5% equity
interest in Stemcor for HK$23,400,000 (equivalent of US$3,000,000).
Such put option is exercisable by the Group no earlier than the date
on which the amount of shareholders’ equity of Stemcor falls below
£15,000,000 as shown in the management accounts of Stemcor
from time to time or 30th April 2002, whichever is earlier, and no
later than 31st October 2003. Pursuant to a supplementary agreement
dated 17th December 2003 between Stemcor and the Group, the
exercise period was extended for one year to 31st October 2004.
On 13th May 2004, the Group exercised such put option and, in
this connection, Stemcor issued to the Group a nine-month
promissory note amounting to HK$23,400,000 (equivalent of
US$3,000,000).
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15 RIBARIZRE 15 INVESTMENT IN SUBSIDIARIES
KA T
Company
—EENEF —ET=
2004 2003
FET FET
HK$'000 HK$’000
LW - K AE Unlisted shares, at cost 3,500 3,500
FE R B 1B A /) 3R B Due from subsidiaries 130,132 139,754
R ENGIE S Due to subsidiaries — (3,907)
133,632 139,347
R REDREEIE Less: Accumulated impairment losses (133,631) (139,346)
1 1
BB ARFIEAERE  2ERE The amounts due from subsidiaries are unsecured, non-interest
ZEE AR BEE DRI R RER - bearing and not repayable until the subsidiaries are financially
ERHBARRIBEAERT  AERE capable to do so. The amounts due to subsidiaries are
BE E B UK - unsecured, non-interest bearing and without pre-determined
repayment terms.
R-ETENE=FA=+—HTENER Details of the principal subsidiaries as at 31st March 2004
AZEFBHOT : were:
AEEEMSZ
% 7S R £
&F 8 B 2 Elalad())
R AR & i B BEETR Percentage of
Place of HERAR equity
£ incorporation Issued and fully attributable to FEEK
Name and operations paid share capital the Group (i) Principal activities
Business Across Business EEBEAES (E 100% =B E R
Asia Holdings (B.V.I.) Limited British Virgin Islands  US$1 Investment holding
EETHBATEER ARG FRHAH 60,0003 7T 100% i 1 & B
Chongging iSteelAsia Trading ~ Mainland China US$60,000 Trading of steel
Company Limited (i)
i-AsiaB2B Group Limited (i) KBRS 125 7T 100% ‘EER
British Virgin Islands ~ US$1 Investment holding
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15 RHE AR 2RE &) 15  INVESTMENT IN SUBSIDIARIES (Cont’d)
AEEEMLZ
BR < #E 2
=E i AR 32 ER:A())
R A8 i B EEITR Percentage of
Place of # R R AR equity
£ incorporation Issued and fully attributable to FTEEK
Name and operations paid share capital the Group (i) Principal activities
Tl (PEDREFARAR REREXHES 1%E7T 100% REER
ISA (China) Investment Limited British Virgin Islands ~ US$1 Investment holding
ISA Group Holdings Limited KEBEXHS 10,000 7T 100% REER
British Virgin Islands  US$10,000 Investment holding
iSteel Holdings (B.V.L.) Limited HBELEE 12E7T 100% -y
British Virgin Islands ~ US$1 Investment holding
TSNS EFRS A & 2787 100% REBEFEELHRA
(B%) BRAA Hong Kong HK$2 INGEEVEIYS e
iSteelAsia (Hong Kong) Limited HWERMESD
Operation of an
e-commerce
vertical portal
business for
online steel trading
iSteelAsia Limited EERLAHS 10T 100% KEEBFEHEHM
British Virgin Islands ~ US$10 AP Uk A #ETT
WLEEMES
Operation of an
e-commerce
vertical portal
business for
online steel trading
0 8] W 7 B 1R R P B = B P 100,000 [9 #& 100% W E S
FEREERA A Macau MOP 100,000 Trading of steel

iSteelAsia Logistics Macao
Commercial Offshore
Company Limited

BN T 2 8 5B R A Rl () A 200,000 7T 100% M E 5
iSteelAsia (South China) Mainland China US$200,000 Trading of steel
Company Limited (i)
iSteelAsia (Stemcor) RBRZHS 12E7T 100% -l
Holdings Limited British Virgin Islands ~ US$1 Investment holding
MetalAsia Holdings Limited RBRZHS 2,000% 7T 100% -l
British Virgin Islands  US$2,000 Investment holding

58 / iSteelAsia Holdings Limited / 2003/04 Annual Report




Notes to the Accounts

ik B K&

15 REBARZIRE @)

=1

Name

TBYREEBRAF

Metal Logistics
Company Limited

THHEERES (L&)

B R A A (i)
Shanghai iSteelAsia

International Limited (ii)

I EE 8 T A R 2 7 (i)
Shenzhen iSteelAsia Trading
Company Limited (i)

RS IR [ 22

B E %A R 2w (i)

Tianjin iSteelAsia

International Limited (ii)

SHBERAA

Ya Gang Wang Co. Limited
FAMHEF (LB)

AR 2 Al (i)
Yu Tai Steel

(Shanghai) Co. Ltd. (ii)
RGEHBEGR AR (i)

REMREMEBRAF (i)

Kz

15 INVESTMENT IN SUBSIDIARIES (Cont’d)

=E i AR 32
R b B
Place of
incorporation
and operations

b
Hong Kong

R B A HE
Mainland China

FR B A e
Mainland China

R A HE
Mainland China

RERZES
British Virgin Islands

FR B A e
Mainland China

FR B A e
Mainland China

FR B A e
Mainland China

BBITR
BRRAE
Issued and fully
paid share capital

4%ETT
HK$4

200,000 7T
US$200,000

2,000,000% 7T
HK$2,000,000

200,000 7T
US$200,000

17T
US$1

200,0003% 7T
US$200,000

4,000,000A R #&
RMB4,000,000

1,000,000 A R #
RMB1,000,000

Notes:

(i) i-AsiaB2B Group Limited Z J& 15 B 2K 2 7] (i)
HERE  HUWBAR ZKRMAIBE

’A e

(i) UEETRPBEAMKILZIIERE - &

EHATERTFEE-F——F3=

TH=F -

(iiy WEDRPEANMEALZBRAAF - K (iii)

EMATE-+EEE-2——F3=

T=—Fe

(if)

AEEEMLZ
BR < #E 2
ER:A())
Percentage of
equity
attributable to
the Group (i)

100%

100%

100%

100%

100%

100%

100%

80%

FEXH

Principal activities

W E SR
T2 2R B8 AR 75
Trading of steel
and provision
of procurement
services

WM E 5

Trading of steel

WM E s
Trading of steel

WM E 5

Trading of steel

BEER

Investment holding

MW E S

Trading of steel

MW E S

Trading of steel

MW E S

Trading of steel

The shares of i-AsiaB2B Group Limited are held directly by the
Company. The shares of the other subsidiaries are held indirectly.

These are wholly foreign owned enterprises established in Mainland
China to operate for periods ranging from 10 to 50 years up to

2011 to 2052.

These are limited liability companies established in Mainland China
to operate for periods ranging from 10 to 20 years up to 2011 to

2021.
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REBRATR Z2®RE @)

T EN T EYEREE Y £
ERAEEEEZEY ABHEEH B
DAl AARIZBEERAEE Y EEE
REARREMHBEAR ZF B E SR
BRITE »

BE-TEMF=A=1+-ALFERM
ZERBRIP - BB A A (T 2 5
G2 -

FE
GFERREEZRBEZRMER - K=
TEMEFE=A=+—H r #7,329,000
BT (ZEZT =4 : 67,209,000/ 7T) Z
GFEMNUA R FEIER -

ETHEERERREBRITERSE (B
Krat31) o

BREREEE
REBZHE—RELRZERE
B BRITENEFEAEERTNT
30HZE90HMEEHRTE - BN
FEBENERED>TUOT :

0Z90H
91HE180H
181H Z=2708
271%Z365H
iB38365H

15 INVESTMENT IN SUBSIDIARIES (Cont’d)
The above summary lists the principal subsidiaries which
principally affected the results or formed a substantial portion
of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the Company’s Directors
and the Group's management, result in particulars of excessive
length.
None of the subsidiaries had any loan capital in issue at any
time during the year ended 31st March 2004.
16 INVENTORIES
Inventories consisted of rolled flat steel products for trading
purposes. As at 31st March 2004, inventories of approximately
HK$7,329,000 (2003: HK$67,209,000) were stated at net
realisable value.
Certain inventories were held under trust receipts bank loans
(see Note 31).
17 ACCOUNTS AND BILLS RECEIVABLE
The Group generally requires sales to be settled by cash upon
delivery, with some limited cases granting a credit period of
not more than 30 to 90 days. Ageing analysis of accounts and
bills receivable was as follows:
F)
Consolidated
—EENF —TE=F
2004 2003
FET FET
HK$’000 HK$'000
0 to 90 days 29,869 35,393
91 to 180 days 1,376 1,883
181 to 270 days 497 —
271 to 365 days — 222
Over 365 days 2 284
31,744 37,782
Less: Provision for bad and
doubtful receivables (551) (357)
31,193 37,425




Notes to the Accounts
BR B M &

18 }Eﬁ&ﬁﬁ TER
AZETNF=F=+—H " tEALE
ERITEEERRIASEERARRZ
RITER D BI434,439,0008 T (==
T =4 : #) 1713,645,0008 T (ZZTF
=4F : ) (AHfaE31) °

R-BEENE=A=+—H KxEEx
He NMIRTTIERK 442,448,000/ ¢ (=

T T =4 : 18,960,000/ 7T) A A
RE  ZEETRERBTS BB LR

LB HEXHTEARRITERE °

19 FHRITHEE

ERUBIERITER
%_L /Hﬂ fE T‘I E /Tx)\

AEERTREFBCHT
3 @

L

PIARBBRTERIAPEARES
ﬁo

20 BENRARERE
FERIRARFEZRESTOT

0Z90H
91ZE 180H
181%270H
271%365H
12 248

18 CASH AND BANK DEPOSITS
As at 31st March 2004, bank deposits of the Group and the
Company of approximately HK$34,439,000 (2003: Nil) and
HK$13,645,000 (2003: Nil), respectively, were pledged as
collateral for the Group’s banking facilities respectively (see
Note 31).

As at 31st March 2004, cash and bank deposits of
approximately HK$42,448,000 (2003: HK$18,960,000) were
denominated in Chinese Renminbi, which is not a freely
convertible currency in the international market and its
exchange rate is determined by the People’s Bank of China.

19 SHORT-TERM BANK BORROWINGS

Fry

Consolidated
—EENF —ET=F
2004 2003
FET FAETT
HK$'000 HK$’000
Trust receipts bank loans 26,856 38,187
Short-term bank loans 24,570 18,947
51,426 57,134

Details of the Group’s banking facilities are set out in Note 31.

All of the short-term bank loans were denominated in Chinese
Renminbi.

20 ACCOUNTS AND BILLS PAYABLE
Ageing analysis of accounts and bills payable was as follows:

mE

Consolidated
—EENEF —EE=F
2004 2003
FET F¥ET
HK$°000 HK$'000
0 to 90 days 86,032 126,888
91 to 180 days 36,927 67,157
181 to 270 days 56,354 37,958
271 to 365 days 61,534 —
1 to 2 years 43,598 —
284,445 232,003
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21 ERERE 21 DEFERRED TAXATION

FEERBEBNNBEEEAREEM X
175% (ZFZ=4F : 16%) 2 BB A5
REREERBEE -

EEBEEE (X B R BUERR)
ZBBWT :

R_ZZTNFE=R=+—H

R-ZZWE=A=+—H AEEF
*%ﬁZLLﬁEEE%BﬁNﬂW%
TT(ZZEZT =4 : 12,071,000 T) °
TREARFFRIEEE (AZ ﬁ@m%%
BRE) ZREEE  ZSFBANER
HAfE IR Y o

R-ZBZMFE=A=+— B W EERE
HEERBEE(ZTT=F : &)
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Deferred taxation are calculated in full on temporary differences
under the liability method using a principal taxation rate of
17.5% (2003: 16%).

The movement on the deferred tax assets, arising primarily

from cumulative tax losses, is as follows:
wE
Consolidated
FAT
HK$’000
At 1st April 2002 and 2003 —
Deferred taxation credited
to profit and loss
account 4,483
At 31st March 2004 4,483

As at 31st March 2004, the Group had an unprovided deferred
tax assets of approximately HK$15,679,000 (2003:
HK$12,071,000), primarily representing the tax effect of
cumulative tax losses (subject to agreement by relevant tax
authorities) which can be carried forward indefinitely.

As at 31st March 2004, there was no offsetting of balances
against the deferred tax assets (2003: Nil).
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22 AR 22 SHARE CAPITAL
#Eh Movements were:
—EENF —ETE=
2004 2003
igrig 4= HE %17 8 B H1A
Number of Nominal Number of Nominal
shares value shares value
TR FET T FET
‘000 HK$'000 ‘000 HK$'000
EE (BREE Authorised
0.10% 7T (Ordinary shares
2 EBR) of HK$0.10 each) 4,000,000 400,000 4,000,000 400,000
BEEITRAR Issued and fully paid
(B ®E{E0.10 (Ordinary shares
BTz LR of HK$0.10 each):
F4 Beginning of year 1,564,503 156,450 1,564,500 156,450
A 17 R AR HE B Issue of shares upon
i 217 i 0 exercise of warrants
(Kt a£23) (Note 23) 681 68 3 —
& 88 R 3w Issue of shares for
BEATIR M (i) settlement of
payable (i) 31,200 3,120 — —

F R End of year 1,596,384 159,638 1,564,503 156,450

Bt - Note:

() Ro_TEE=&+8 AAFIRER0.10 (i) In October 2003, 31,200,000 ordinary shares were issued to AFAC
% 70 8£7731.200,000 A% 238 IR T AFAC, Equity, L.P. ("AFAC") at HK$0.10 each to settle an amount of
Equity, L.P. (“AFAC*) - B3 LA 1% 7~ 4 @ approximately HK$3,j20,000 (equivalent of US$400,000) payable
R EES AT ([E5485]) B84 by the Group to McKinsey & Company, Inc. Hong Kong (“McKinsey
3,120,000% 7T (#82# 400,0002 1) > HK"). Both AFAC and McKinsey HK are members of the McKinsey
KRBT - AFACRE S B AESH Groue.

SEZKE -
23 PR RESs 23. WARRANTS
HEh A Movements were:
AREEHE
Number of warrants
SRITEM
Subscription F9)
ETHH THEH price per Beginning T FER
Date of issue Exercise period share of year Exercised End of year
BT F5 F5 F15
HK$ ‘000 ‘000 ‘000
—EE_FRA-_+=H —ZTEE-_FXAt+/N\HB=ZE
23rd May 2002 —EERFAAT LR
18th June 2002 to
17th June 2005 0.10 312,897 (681) 312,216
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AERER @
M- EBEE-_FRA-+=H  ~AFE
8317 49312,900,0001) R AL FE B4 T
HRR  ZREASREESRARET ARG
B —DRREE - SHRBEZEE
FEHEEAERN - ATESR.10E T
(A] FHAE) AR RE—REE0.10%8
TZERE - AR —EE-FNA+
NEBEE-ZZERFNA+EERATE -
 E_EENFE=A=+—HLEFE
A 681,000 RBER(ZZTZ =
F 13,0000 RIXIEE) BEEITEARE
KA F681,0000 D (ZEZT=F
3,0000% 8% 5) - R{E % 468,000/ T
ZEET =4 : 3007T) o

R8I

REBEARNRA 2 BRESS ([
gl) ARRARTAKEZ EAE
g REA - BREIKKE (BREEAHN
TEERFENTES) URBARRZ
B MASBBTHERTAREZ
B EIE.230% (TTE B AR P 3 1T IX
RERIN) - ITEEBBEAARZESE
EERKIBEATIIFHERERE
(WAERBZBRORIEER FTEREE A
EEBMAXZMBRARMIZ KT
B (WA RBZBENRERRIX TE
BEAHIAEARZBEEEBRARS
PRER ARG 2 FHWRDE  Kiii)
ARAF BN EESRK010ETT © &t
EBRAUBE ESH S MAAAER
IR T BN AT IRER RKITHE

23

24

WARRANTS (Cont’d)

On 23rd May 2002, the Company issued approximately
312,900,000 warrants to its shareholders on the basis of one
warrant for every five ordinary shares of the Company at no
charge. The warrants entitle the holders to subscribe in cash
for ordinary shares of HK$0.10 each in the Company at a
subscription price of HK$0.10 each (subject to adjustment)
and are exercisable between 18th June 2002 to 17th June
2005. During the year ended 31st March 2004, 681,000
warrants (2003: 3,000) were exercised to subscribe for 681,000
shares (2003: 3,000) of the Company at a consideration of
approximately HK$68,000 (2003: HK$300).

SHARE OPTIONS

The Company has a share option scheme (“the New Scheme”)
under which it may grant options to any person being an
employee, agent, consultant or representative (including
executive directors and non-executive directors) of the Group
to subscribe for shares in the Company, subject to a maximum
of 30% of the nominal value of the issued share capital of the
Company from time to time, excluding for this purpose shares
issued on the exercise of options. The exercise price will be
determined by the Company’s Board of Directors and shall be
the highest of (i) the closing price of the Company’s shares
quoted on The Stock Exchange of Hong Kong Limited on the
date of grant of the options; (ii) the average closing prices of
the Company’s shares quoted on The Stock Exchange of Hong
Kong Limited on the five trading days immediately preceding
the date of grant of the options; and (iii) the nominal value of
the Company’s shares of HK$0.10 each. The New Scheme was
adopted to replace the old scheme, with all options granted
under the old scheme continue to be exercisable in accordance
with the old terms.
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24 ﬁ%ﬂﬁg (4&) 24 SHARE OPTIONS (Cont’d)
BREZZHNOT Movements of share options were:
BREZE
Number of share options
BRITHEE
Subscription F4
&5 B H 1T = 51 price per Beginning xR FH
Date of grant Exercise period share of year Lapsed End of year
BT F7 F7 F17
HK$ ‘000 ‘000 ‘000
—EETFLA=H —EE_F+A—H=E
3rd July 2000 —E-ZTFWA+=H
1st October 2002
to 12th April 2010 0.360 20,850 (1,000) 19,850
—ZEEETF+—HFtH —EZ-_F+—ANBZE
7th November 2000 —ZE—ZFFPWA+_H
8th November 2002
to 12th April 2010 0.485 71,150 (15,750) 55,400
92,000 (16,750) 75,250
25 f#fE 25 RESERVES
o)
Consolidated
LSRG
. Cumulative
) REEMRHE foreign e
R A2 E EXFZE  Investment currency 2AER
Share Capital revaluation translation Accumulated BE
premium reserve reserve adjustments losses Total
BT BT FAT BT FAT FAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZZTZFMWA—H Asat st April 2002 11,099 2,700 (18,552) 145 (141,776)  (146,384)
A% 2R {1 34 7 Profit attributable to
\ shareholders — — — — 6,590 6,590
—ERHAKEATE Change in fair value of
23 a long-term investment — — (3,313) = — (3,313)
ER B Translation adjustments — — — 8 — 8
R-ZZT=F As at 31st
=H E‘I‘_— H March 2003 11,099 2,700 (21,865) 153 (135,186) (143,099)
BREMER Loss attributable to
\ shareholders — — — — (25,711) (25,711)
—ERHAKEATE Change in fair value of
2% } a long-term investment — — 1,451 = — 1,451
ERA—ERBRE  Investment revaluation
BEBEMHBEE reserve transferred to
EERBEBEE profit and loss account
B & upon recognition of
impairment loss of
) a long-term investment — — 20,414 — — 20,414
ER AR Translation adjustments — — — (48) — (48)
R-ZZEMEF As at 31st
=H=1+-H March 2004 11,099 2,700 — 105 (160,897) (146,993)
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25 f#fE 2

RZEE-FEMA—H
A% 2R {1 )4 7

—BRERELTEHED

R-EP=£=A=1-7
REREER

~EEHREATESD
HER—AEHRE R
BEMmAAE:

AMAREE
HEBBERER

R-ZZERF=A=1-H

As at 1st April 2002

Profit attributable to
shareholders
Change in fair value of

a long-term investment

As at 31st March 2003

Loss attributable to
shareholders

Change in fair value of

a long-term investment

Investment revaluation

reserve transferred to
profit and loss account

upon recognition of
impairment loss of

a long-term investment

25 RESERVES (Cont’d)
NG
. Company
REEMHHE .

B4 5 E Investment ESf
Share revaluation  Accumulated @
premium reserve losses Total
FET FET BT FET
HK$'000 HK$'000 HK$'000 HK$'000
11,099 (18,552) (142,691) (150,144)
— — 1,678 1,678
— (3,313) — (3,313)
11,099 (21,865) (141,013) (151,779)
— — (14,680) (14,680)
— 1,451 — 1,451
— 20,414 — 20,414
11,099 — (155,693) (144,594)

As at 31st March 2004
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26
(a)

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Reconciliation of (loss)/profit before taxation to net cash

inflow generated from operations was as follows:

(Loss)/Profit before taxation

Interest income
Interest expense
Dividend income

Depreciation of fixed assets
Loss on disposal of fixed assets

Amortisation of website
development costs

Impairment loss of an investment
Operating profit before working

capital changes

Decrease/(Increase) in inventories
Decrease/(Increase) in prepayments

and deposits

Increase in deposits for purchase

of inventories

Decrease in accounts and bills

receivable

Increase in accounts and bill payable
Increase/(Decrease) in other payables
Increase/(Decrease) in accruals
Increase in receipts in advance

Net cash inflow generated from

operations
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—ZEENE T =4F
2004 2003
FB T FET
HK$°000 HK$’000
(25,042) 8,464
(657) (1,059)
7,922 6,284
(421) (311)
1,069 905
118 120
892 1,306
20,414 803
4,295 16,512
24,147 (91,718)
6,624 (12,934)
(40,089) (46,313)
6,232 35,016
52,442 91,636
19 (1,940)
210 (1,417)
1,674 26,280
55,554 15,122
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26 %Aﬁﬁumﬁﬁﬁ‘f%‘f 26 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
(%) (Cont’d)
(b) BEEBDHIWOT (b)  Analysis of changes in financing is as follows:
BRA R =
% 17 3% 8 BITEE 8
Share capital Short-term MREREH
and share bank Minority

premium borrowings interests

THET THET TH&T
HK$°000 HK$'000  HK$'000

A= $|7_E| A—H As at 1st April 2002 167,549 64,335 1,300
g SR 1T /T>}\ New short-term bank loans — 32,962 —
BEESAERITER Repayment of short-term
bank loans — (25,595) —
FEE B RITE SR D F & Net decrease in trust receipts
bank loans — (14,568) —
—EfBARZ —% Share of profit by a minority
A BRI AR s shareholder of a subsidiary — — 34
R-_EBEE=F=A=+—H As at 31st March 2003 167,549 57,134 1,334
E 1T R HERE T B 1T AR D Issue of shares upon exercise
(B Htzt22%23) of warrants (see Notes 22
and 23) 68 — —
E B &R ETRG Issue of shares for settlement
(EWEZZ) of payable (see Note 22) 3,120 — —
IR HRITE R New short-term bank loans — 68,480 —
HEEHETER Repayment of short-term
bank loans — (62,857) —
FE B RITE SR D F & Net decrease in trust receipts
bank loans — (11,331) —
—EfBAR .z —% Share of loss by a minority
DGR E(LE5 1R shareholder of a subsidiary — — (220)
EfN—ERBAEZ Distribution paid to minority
DYRE 2w shareholders of a subsidiary — — (1,114)
R-ZZEZENE=A=+—H As at 31st March 2004 170,737 51,426 —
(0 HekHAELFEIHER : (c) Cash and cash equivalents
RZZEZEME=HA=+—H &R Cash and cash equivalents represent cash and other bank
e RESFEBEERRRERA deposits of approximately HK$55,433,000 as at 31st
ftb 8R 7777 5K #955,433,0007% 7T (= March 2004 (2003: HK$49,240,000).
TT =4 : 49,240,000 L) °
(d) FRERH (d) Non-cash transaction
RZZBEZE=F1+H  ARQAKE In October 2003, 31,200,000 ordinary shares were issued
f%0.107% JT 3 1731,200,000/% & to AFAC at HK$0.10 each to settle an amount of
BRY FAFAC @ LABDB REE R approximately HK$3,120,000 (equivalent of US$400,000)
B 55 A2 493,120,000 7T (18 payable by the Group to McKinsey HK. Both AFAC and
% 52 400,000% 7T) 2 K & B K McKinsey HK are members of the McKinsey Group.
IH o AFACRE S RESHE
B 2KE o
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27 7 EEHR 27 SEGMENT INFORMATION
(a) EESHE (a) Primary segment
AEBES=HEEXBHE — # The Group is organised into three major business segments
MBS  HBRERIEEZER - — steel trading, procurement services and investment
MMESEBIFAEREEM holding. The steel trading business segment derives
EEXWA - KERBEBEHSEA revenue from the sale of goods. The procurement services
BRREEA MBS 2 e business segment derives commission income from
WA - BREEREBDE 2 A procurement and online steel trading services. The
REREWA - BEBHBZH investment holding business segment derives revenue from
MR dividend income. Analysis by business segment is as
follows:
—EEME
2004
HME S R g% REER
Steel Procurement Investment HE
trading services holding Total
FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000
“EE — ¥4 Turnover — Sales to
REHE external customers 1,420,927 8,516 — 1,429,443
DEEE Segment results 2,024 1,066 (52) 3,038
Hip A Other revenue 657 — 421 1,078
—BEOERA Impairment loss of
BB &5 18 a long-term investment — — (20,414) (20,414)
ADBEEEER  Unallocated corporate
expenses (822)
R EE Operating loss (17,120)
BBER Finance costs (7,922)
18 Taxation (889)
BREi{& B ARG DB Loss after taxation but
MR AIEE  before minority interests (25,931)
BRE Assets
DHEE Segment assets 358,000 859 28,198 387,057
ROBREE Unallocated assets 130
387,187
B Liabilities
PEERE Segment liabilities (373,448) (16) (50)  (373,514)
KPBEEEE Unallocated liabilities (1,028)
(374,542)
BEARY Capital expenditure 1,021 17 — 1,038
& N N Depreciation and amortisation 1,069 892 — 1,961
FEFHRLHME  Significant non-cash
expenditure (other than
SRR IN) depreciation and
amortisation) 769 91 20,414 21,274
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(a)

TESE(B)

EEE — B
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EE S

R ON
—HEHRE
BB & 1R
APEEEER

]
BBER
B

BB R ARG DB
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e R
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(FER
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27 SEGMENT INFORMATION (Cont’d)

(a)

Turnover — Sales to
external customers

Segment results

Other revenue

Impairment loss of a
short-term investment

Unallocated corporate
expenses

Operating profit
Finance costs
Taxation

Profit after taxation but
before minority interests

Assets
Segment assets
Unallocated assets

Liabilities
Segment liabilities
Unallocated liabilities

Capital expenditure

Depreciation and amortisation

Significant non-cash
expenditure (other than
depreciation and
amortisation)

Primary segment (Cont’d)

—TE=F
2003

W ES R AR 7 REER
Steel  Procurement Investment B
trading services holding Total
FET FET FET F&T
HK$'000 HK$'000 HK$'000 HK$'000
799,970 11,172 — 811,142
9,343 6,157 (325) 15,175
1,048 — 322 1,370
— — (803) (803)
(994)
14,748
(6,284)
(1,840)
6,624
308,659 2,350 24,271 335,280
3,438
338,718
(319,083) — — (319,083)
(4,950)
(324,033)
1,881 187 — 2,068
600 1,611 — 2,211
4,411 193 803 5,407

’
————
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27 7EER #® 27

(b)

RED

AEEBZTEEHETREBER
TERM - HWE S B EXR
DHRERMESERNEZ BN
M RBRIEPAET Z RIS FTE
weE - B EREWRAZETFE
R R REREBMAZESR &

SEGMENT INFORMATION (Cont‘d)
Secondary segment

The Group's activities are conducted predominantly in
Hong Kong and Mainland China. Turnover by geographical
segments is determined on the basis of the destination
of shipment of goods for steel trading, location of service
performed for procurement services, location of sellers
for online commission income, and location of the short-

(b)

A B R MERE ° &t term/long-term investments for dividend income. Analysis
EOBZOMAT by geographical segment is as follows:
—TENEF
2004
AR
] Mainland Hith wmE
Hong Kong China Others Total
FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000
BT — HHN  Turnover — Sales to
BERHE external customers 39,029 1,390,414 — 1,429,443
DEEE Segment results (21,072) 11,678 (6,904) (16,298)
AOBEE%EER Unallocated corporate
expenses (822)
LB E e Operating loss (17,120)
BE Assets 49,393 309,416 28,378 387,187
BEARFZ Capital expenditure 260 759 19 1,038
—EE-F
2003
B A
BB Mainland HAb R
Hong Kong China Others Total
FET FET FET FET
HK$’000 HK$°000 HK$°000 HK$'000
BT — HHN  Turnover — Sales to
BERHE external customers 75,218 735,924 — 811,142
DEEE Segment result (840) 21,860 (5,278) 15,742
AOBEE%EER Unallocated corporate
expenses (994)
7 g F Operating profit 14,748
BE Assets 41,464 272,768 24,486 338,718
BEARAXZ Capital expenditure 259 1,770 39 2,068
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g - RIBEREDFE > AEEREEER
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WPBEAM AR AREASETH
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28

29

PENSION SCHEMES

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 and its
employees make monthly contributions to the scheme generally
at 5% of the employees’ earnings as defined under the
Mandatory Provident Fund legislation. The monthly
contributions of each of the employer and employees are
subject to a cap of HK$1,000 and thereafter contributions are
voluntary.

As stipulated by rules and regulations in Mainland China, the
Group contributes to state-sponsored retirement plans for its
employees in Mainland China. The employees contribute
approximately 6% to 20% of their basic salaries, while the
Group contributes approximately 14% to 22.5% of such salaries
and has no further obligations for the actual payment of
pensions or post-retirement benefits beyond these contributions.
The state-sponsored retirement plans are responsible for the
entire pension obligations payable to retired employees.

During the year ended 31st March 2004, the aggregate amount
of the Group’s contributions to the aforementioned schemes
was approximately HK$300,000 (2003: HK$311,000).

OPERATING LEASE COMMITMENTS

Total commitments payable under various non-cancellable
operating agreements in respect of rented premises are analysed
as follows:

me
Consolidated
—EENF —EE=
2004 2003
FET FAT
HK$°000 HK$'000
Amounts payable
— Not later than one year 683 1,433
— Later than one year and not

later than five years 572 1,235
1,255 2,668
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HEA BIER49146,545,0008 T (ZEF
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31) c RRRIZEZRAEB 2 EEE
BHTEAZEER(REBEEL) -
MELEAGE -

RITAME
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Q;F‘Eﬁﬁﬁ TZEY  ERREZMEZ
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CONTINGENT LIABILITIES

As at 31st March 2004, the Company had provided guarantees
of approximately HK$146,545,000 (2003: HK$101,200,000) to
banks in respect of the banking facilities granted to its
subsidiaries (see Note 37). The Company’s Directors and the
Group’s management anticipate that no material liabilities will
arise from such guarantees which arose in the ordinary course
of business.

BANKING FACILITIES

As at 31st March 2004, the Group had aggregate banking
facilities of approximately HK$159,155,000 (2003:
HK$122,540,000) from several banks for overdrafts, loans, and
trade financing. Unused facilities as at the same date amounted
to approximately HK$69,691,000 (2003: HK$37,131,000). These
facilities were secured by:

(i) pledge of the Group’s and the Company’s bank deposits
of approximately HK$34,439,000 (2003: Nil) and
HK$13,645,000 (2003: Nil), respectively (see Note 18);

(i)  pledge of inventories held under trust receipts bank loan
arrangements (see Note 16); and

(iii) guarantees provided by the Company (see Note 30).

SUBSEQUENT EVENT

On 13th May 2004, the Group exercised its put option to sell
its 3.5% equity interest in Stemcor for HK$23,400,000
(equivalent of US$3,000,000), which was satisfied by a nine-
month promissory note amounting to HK$23,400,000
(equivalent of US$3,000,000) issued by Stemcor (see Note 14).

APPROVAL OF ACCOUNTS
The accounts were approved by the board of directors on 23rd
June 2004.






