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CORPORATE PROFILE

Founded in 1983 and headquartered in Hong Kong, PEACE MARK has

been a leading manufacturer and distributor in the timepiece industry. PEACE

MARK'S business involves OEM, ODM, management and distribution of

licensed and own brand names, and after-sales services. The Group designs,

manufactures and distributes timepieces for international brandnames with

its major markets in the USA, Europe and Asia. The Group has its production

facilities located in Shenzhen, China and Bienne, Switzerland employing more

than 1,800 staff in total.
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Marketing, trading
and distribution

Peace Mark Limited
marketing worldwide

Inter Mark Worldwide Limited
distributing Umbro watches
worldwide

Core Group Structure

Peace Mark
(Holdings) Limited

Assembly, components
manufacturing and
electroplating

Assets / trademark

: After-sales services
holding

Guangzhou Watchsmith Timepieces
Servicing Co., Limited
operation in China for after-sales

Capricon Industrial (Shenzhen)
Co., Limited
holding of Xixiang factory

Capricon Company Limited
watch assembly factory

services

Gar Shun Enterprises
Development Limited
electroplating and ionized plating

Sky Type Limited
holding the assets for electroplating

and ionized plating factory
factory

Milus International S.A.
marketing and distributing
Milus worldwide

Montana Timepieces International
Limited
distributing Montana worldwide

Guangzhou Goldsmith Timepieces
Co. Limited
China distribution

Bensonic International Limited
Panama and Latin America distribution

Omni Watch & Clock Co., LLC.
US distribution

Epoch World Co. Limited.
Taiwan distribution

Eastern Group (Asia) Limited
Asia Pacific distribution

Pure Riches Industries Limited
metal components factory

World Grade Industries Limited
holding of properties

Aerostar Timewear International
Limited
holding of Aerostar trademark

Vico Industries Limited
stainless steel components factory

Cornell Worldwide International
Holdings Limited
holding of Cornell trademark
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Corporate Information

BOARD OF DIRECTORS

Executive Directors

Mr. Chau Cham Wong, Patrick (Chairman)
Mr. Leung Yung (Managing Director)

Mr. Tsang Kwong Chiu, Kevin

Mr. Man Kwok Keung

Mr. Cheng Kwan Ling

Independent Non-Executive Directors

Sir Oswald Cheung, CB.E., LL.D., D.Soc.Sc., J.P.
Ms. Susan So

Mr. Kwok Ping Ki, Albert

COMPANY SECRETARY

Mr. Tsang Kwong Chiu, Kevin, AHKSA, FCCA

HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS

Hong Kong Office

Unit 3, 12th Floor

Cheung Fung Industrial Building
23-39 Pak Tin Par Street Tsuen Wan

Hong Kong

OTHER OFFICES

US Office

140-58th Street Suite 6C
Brooklyn

New York 11220

Swiss Office
Route de Reuchenette 19
2502 Bienne

Switzerland
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China Office

107 Shui Ku Lu
Fenghuang Gang
Xi Xiang Baoan
Shenzhen

PRC

Taiwan Office

3/F., No. 317

Sec 3 Ho-Ping E. Road
Taipei

Taiwan

ROC

Panama Office
Apartado 2034
Zona Libre de Colon

Republic of Panama

WEBSITE

http://www.peacemark.com

REGISTERED OFFICE

Clarendon House, Church Street
Hamilton HM 11

Bermuda

STOCK INFORMATION

Listed on the Stock Exchange of Hong Kong Limited
Trading Code: 304

Limited



INVESTOR RELATIONS

Communications Department — general

Corporate Finance Department - financial information
Peace Mark (Holdings) Limited

Unit 3, 12th Floor Cheung Fung Industrial Building
23-39 Pak Tin Par Street Tsuen Wan

Hong Kong

Tel: (852) 2411 1212

Fax: (852) 2413 6332

PRINCIPAL BANK

Bank of China (Hong Kong)
BNP Paribas

China Construction Bank
ING Bank N.V.

HSH Nordbank AG

HVB AG

Natexis Banques Populaires

WestLB AG

AUDITORS

Chu and Chu

Certified Public Accountants
Suite 2302-7, ING Tower
308 Des Voeux Road Central

Hong Kong

LEGAL ADVISORS

Simmons & Simmons
35th Floor, Cheung Kong Center
2 Queen’s Road Central

Hong Kong

Corporate Information

Gallant Y.T. Ho & Co
4th Floor, Jarine House
1 Connaught Place

Hong Kong

SHARE REGISTRARS AND TRANSFER OFFICES

In Hong Kong:

Secretaries Limited

Ground Floor, Bank of East Asia Harbour View Center
56 Gloucester Road

Wanchai

Hong Kong

In Bermuda:

The Bank of Bermuda Limited
Bank of Bermuda Building

6 Front Street

Hamilton HM 11

Bermuda

PHOTOGRAPHER

Mr. Jackie Tam
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Events Calendar
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o Purchased Milus * Participated
brand and in Basel Fair communication
‘ . 2002 workshop
established Milus retreat held in
International S.A. Zhuhai,
China

August ¢ 02

e Successfully completed the

September ¢ 02

e Participated in Hong Kong Watch
Rights Issue — major and Clock Fair
shareholders increased equity

stake t0 51%

e Launched the new website:
www.peacemark.com

e Signed manufacturing contract

with Fila

November ¢ 02 December ¢ 02
e Appointed Mr. Kwok Ping Ki, e Interim result

Albert as Independent Non- announcement

Executive Director e Approved interim dividend
e Participated in the Shanghai of HK1.5 cents per share

Watch Fair 2002 with an alternative to scrip

dividend

March ¢ 03

e Participated in Hong Kong Jewellery Show
e Held a cocktail for 10th year of listing and 20th year of
establishment celebration at Hong Kong Club

s fesy e Peace Mark expanded 10,000 sq.ft. of office space to
accommodate the Group’s expansion plans

iR 1. ity -| * Completed and secured the sales channel in South America
| 'I:I | -: El .
Mh-..ﬁ&_ i
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Events Calendar

June ¢ 02

e (Obtained Pierre Cardin licence for the

July ¢ 02

e Umbro made its debut in
Asia for World Cup 2002

e Added Sergio Valente, Bill
Blass, Beverly Hills Polo

China market

e Mr. Leung Yung, the Group Managing
Director and Director of Hong Kong
Watch Manufacturer’s Association
Limited (“"HKWMA") also became
Secretary of HKWMA

Club and Aspen into the
Group’s brand portfolio

October ¢ 02

e Service center grand opening in
Guangzhou, China

e Grand opening of distribution
showroom in Guangzhou, China

e Launched Pierre Cardin in China

e launched Fiorucci watches in China

January ¢ 03

e Commenced Omni operations
in the United States

e Added Cornell and Aerostar to

February ¢ 03

e Additional major
Japanese watch brand
added to our

the Group’s brand portfolio customer portfolio

e |onized plating

division in full
operation
April » 03 May ¢ 03
e Participated in Basel and e Obtained
Zurich Fair distribution rights
e Re-positioned Milus and for Guangzhou,
rolled out public relation China from a world
events renowned sports
e Participated in Shanghai brand

investor roadshow 2003
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Financial Highlights

Turnover
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TURNOVER ANALYSIS

Turnover by Geographical Market

Latin America

0,
Europe 3%
19% /
Asia f
27%
USA 51%
Peace M ar k (Holdings)

Licences and OBM
10%

OEM
37%

ODM 53%

Turnover by Business
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Peace Mark Business Model

6. After-sales
services and repair

1. Design and product
engineering

A .A 2. Components
« % 5.Salesand v manufacturing
el :'. distribution

3. Assembly

4. Logistics support
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Presence

‘%L Headquarter

L] Distribufion office

Q) Production facility

@ Sales Agent
Sales Agents
North & Latin Americas Europe
Canada UK
United States France
Mexico Germany
Panama Switzerland
Peru Italy
Chile Russia
Turkey
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Asia & Australia Middle East

China
Hong Kong
Japan
Korea
Malaysia
Philippines

Singapore
Taiwan
Thailand
Indonesia
Australia

Dubai

Kumit

Oman
Saudi Arabia
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Chairman’s Statement

“We are proud of a scorecard that marks a legacy of

strong accomplishments.

Our results were not accidental and we are

dedicated to achieve CONtINUOUS gr OWth

and to stretch our business across the globe.”

12 Peace Mark (Holdings) Limited




We have just completed one of the most important and
successful years in Peace Mark'’s history. In March 2003,
we celebrated our 20th year of establishment, and our
10th listing anniversary on the Stock Exchange of Hong
Kong. Our turnover for the year also reached the billion-
dollar mark and we are ideally positioned to continue

this encouraging trend.

Despite the SARS outbreak and the sluggish global
economic conditions, we were still able to stand tall to
experience steady growth. Peace Mark continued to build
on the strong foundation stones established in the past.
Having successfully completed our vertical integration,
synergies and cost benefits are beginning to materialize
and we are consolidating our position as a leading player
within the watch industry. Efforts were also concentrated
on expanding our position in the global market. Our goal
is to ensure our long-term competitiveness and to

maximize shareholder value.

Looking back over the past 20 years, when we started as
a pure OEM manufacturer, our core competencies and
profitability have advanced considerably, and we have
successfully built a sound business model to become an
established ODM player in the industry. Furthermore, we
are now able to provide our customers with one-stop
services ranging from design and product engineering to
after-sales servicing. Looking ahead, we will continue to
implement sound business plans and grow strategically
through acquisitions and joint ventures in the years to
come. We will also continue to enlarge our brand portfolio
and brand management capabilities to become stronger

in the areas of OBM and distribution. We at Peace Mark

Chairman’s Statement

are proud of our accomplishments and we are dedicated
to achieving our mission to become a truly global

organization.

On behalf of the Board, | would like to take this
opportunity to express my sincere thanks to all our staff,
the management team and board members for their hard
work and dedication. Their commitment to the Group,
along with the support of shareholders, bankers,
customers and suppliers, has been crucial to our long-

term success.

« e

N .

Chau Cham Wong, Patrick

Chairman

Hong Kong
26 June, 2003

Annual Repor:t 13




Review of Operation

Mr. Leung Yung, Tommy — Managing Director

Throughout the year, Peace Mark Group’s management
team continued to improve the overall efficiencies of
existing and newly acquired operations while working
closely with each division to develop long-term goals
and strategies. These developments help us prepare for
the ever-changing business developments taking place
worldwide. The Group’s ultimate goal is to enhance
our future competitiveness within the global timepiece
marketplace and to improve our abilities to meet the

demands of our diverse customer groups.

14 Peace Mark (Holdings)

“Peace Mark is closely monitoring the progress of our
Vertical Integration Strategy. Streamlining operating
efficiencies between our manufacturing plants and
downstream operations have enabled us to provide our
existing and potential customers with unmatched one-
stop services ranging from product design and engineering

to after-sales follow-up and repairs.”

Limited



CHINA

Production Facilities

The Vertical Integration Strategy implemented over the
past few years is showing encouraging results.
Anticipated benefits such as margin improvements and
lower yield losses are beginning to materialize and we
are working closely with our production divisions to
monitor this progress. Thanks to our well-coordinated
and properly managed vertical integration process, we
are now in an excellent position to receive additional
Japanese orders, as we are able to monitor quality control
at every level of our vertically integrated production
process. Despite these positive results, we still make every
effort to ensure our continuous improvement in our
commitment to stay ahead of our peers. For example,
Peace Mark was a pioneer in the implementation of
ionized plating technology in the timepiece
manufacturing industry. This technology is currently being
fully exploited in our plating facility and we are producing
watches with superior aesthetics and appearance.
Additionally, we improved our component and mould-
making capabilities even further, to make sure that our
design and quality standards will meet the most stringent

expectations in the most efficient manner.

Review of Operation

After-Sales Services Center

To better position ourselves in the China market, Peace
Mark is planning to set up a network of after-sales
services centers for watches in China. The network will
be positioned and designed to serve the high-end market,
and for Swiss-made watches in particular. The PRC after-
sales services centers serves as a long-term strategic move
to partner world-renowned timepiece companies and the
Group has invited selected luxury brands to join forces
with Peace Mark to explore this huge potential market.
We have been negotiating with various luxury timepiece

companies for authorized service agency agreements.

In 2001/02, we sent our employees to Switzerland for
service and repair training. As a result, a major watch
movement manufacturer has issued certificates to our
employees in recognition of their professional timepiece
repairing skills. This demonstrates the tremendous
progress we have made in obtaining the necessary skills

in servicing Swiss luxury watches.

We have been operating two after-sales services centers
in Guangzhou since the end of 2002. The third after-
sales services center in Shenzhen will begin its operation

in July 2003. Fully equipped with Swiss equipment, the

after-sales services centers serve as pilot centers for Peace

A nnual R eport
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Review of Operation

Mark. The after-sales services centers also help to
facilitate and strengthen our negotiations with the
world’s leading brands, as we are able to demonstrate
that we have both the necessary hardware and software
capabilities to service high end watches. We expect
expansion plans for the after-sales services centers to
speed up towards the end of our negotiating processes
with the world’s luxury brands, as this will limit the

business risk for the service centers’ expansion plans.

We are also in the completion stages of setting up our

training center within our facility grounds in Xixiang,

China. This training center will help to support the
expansion needs of our after-sales services centers and

also our production facilities.

Distribution

With regard to our geographical penetration, we will
continue the expansion of our distribution network and
sales channels to enable us to sell our products through
local distributors to the retail level to capture maximum
profit. Having evaluated the market, we will limit the
possibilities of establishing our own retail stores in the

short term.

Peace M ark (Holdings)

~ established in Guangzhou in October 2

In the PRC market, through our pa thip with 18
reputable distributors with strong brand portfolios and
credit histories, over 100 sales points have been
established across the country. These distribution points
range from world-leading department stores to specialist
timepiece retail stores. Two brands, Pierre Cardin and
Montana, are currently available at these distribution

outlets and we are preparing to further introduce two

other brands, Umbro and Fiorucci, to these distribution

points shortly. A wholesale showroom was also

o, e
to display

our own brands angylicensed brand produc

_Ldolm.tward PeacelMark plans to r
pomts by the end of 2 To this end, we

wthe financial and ope
-

sely
peﬁ;nances of our PRC distributors as well as ap
strm&]t controls over them to ensure that all activities
are in line with the Group’s business expansion and brand

policies.

ASIA PACIFIC REGION

The Asian market is an important market of the Group
where we anticipate tremendous growth in the years to
come. Other than China, the Group has made significant
progress in the Asia Pacific region as we have
strengthened our business relationship with important
customers and business associates in key markets such
as Japan and Taiwan. Through our subsidiary companies,
our network of distributors and agents in Singapore,
Korea, Malaysia, Taiwan and Saudi Arabia is also growing
and we expect this to further promote our licensed brands

such as Umbro, Montana and Fiorucci.

Limited



During the final quarter of our 2002/03 financial year,
we were appointed as one of the authorized
manufacturers of a major Japanese watch brand. This
significant achievement further exemplifies the world-
class quality standards that we have achieved. We remain
committed to continually improving our manufacturing
and management standards to ensure that we can

maintain an edge over our competitors.

THE AMERICAS

North America

The United States has always been one of the Group's
core markets and this trend is expected to continue in
the future. The ongoing market trend is for major
customers around the world to buy direct from
manufacturers who meet their standards and
requirements. As a step forward in developing the
Group's downstream business in the North American
region, the Group entered into a joint venture with a
long-term customer, Omni, to enhance marketing and

distribution in the U.S. market. The joint venture

operation, which officially began on 2 January, 2003,

Review of Operation

aims to integrate Omni’s existing customer base, sales
force, and other business assets with Peace Mark's
resources. Through the joint venture, the Group gained
over 17,000 sales points coupled with an experienced
sales team. The sales points cover major chain stores,
upscale department stores and drug chain stores in the
U.S., and serve as a well-established and comprehensive
distribution network as well as a nationwide logistics

set-up for the Group.

In short, the joint venture serves to complement Peace
Mark’s downstream expansion plans by facilitating,
marketing and distributing the various brands that the
Group owns or licenses, to the sales points. The Group
will continue to develop the distribution network within
upscale department stores to pave the way for our future
development plans for upscale brand names like Bill Blass
under our brand portfolio. By successfully forming the
joint venture, we not only avoid wasting time and
resources in developing our own distribution network,
but we can also enjoy higher profit margins through
joining hands with a business partner, whose proven
business model has been successful for the past twenty

years and more.

Latin America

Latin America is a lucrative market with immense upward
potential owing to its huge population. With a
combination of proper management controls and sound
strategy execution, the Latin American mass market can
become a noteworthy market in the Group’s ongoing
expansion plans. Despite the recent economic crisis, the
consumer market still stands strong, owing to the

disparity of wealth within the local population.

Annual Repor:t 17




Review of Operation

Through our associates in Latin America, we are currently
selling our own brands: Cornell and Aerostar, together
with our licensed brands: Umbro and Montana, directly
to major department stores and various chain store
outlets throughout the region. Similar to our distribution
business in PRC, we are teaming up with reputable
distributors with strong credit history and brand
management track records. We are also monitoring our
Latin America associates from a financial standpoint to

ensure that our business risk is minimized.

Looking forward, the Group will continue to expand
within the Latin America market by cooperating with
our business associates. As a logical extension, the Latin
America market may also become a secondary market
for our North American joint venture business, as mass-
market consumers generally tend to follow previous
trends set by the North American fashion and sports

brands.

EUROPE

Europe is the Group’s third most important market and
our business contacts within that particular region are
growing. While the OEM and ODM customer base
remains strong, demand for licensed and own brand
products are also growing. With the combination of the
strong Euro and our well-established fundamentals, Peace
Mark is positioned to gain a stronger foothold in the

European market.

The acquisition of the Milus brand name and other related
business assets was a significant strategic move for Peace
Mark to enhance its brand portfolio. Through this
strategic move, Peace Mark also capitalized on the design
and production expertise of the high-end brand names

as well as Milus’ sales and marketing channels worldwide.

The re-launch of the new Milus targets the luxury
timepiece sector. Milus International S.A. our Swiss
subsidiary, participated in the 2003 World Watch and
Jewellery Fair in Basel where the new Milus series were
exhibited. The re-launched models retain all the familiar
brand hallmarks with “perfect attention to detail” and
“an exceptional personal commitment in every area”.

Paul Junod, head of the design team, represents the

Peace M ar k

(Holdings)
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family name now in its third generation in the company
and upholds the distinctive Milus style. The new creations
incorporate the history of Montres Milus dating back
over 80 years with soft, clear forms, and that unique
extra touch. These new collections are tailored to the
wishes of today’s elegant women and men who like to
express their individual personalities by wearing unique

and sophisticated timepiece.

Based on our presence at the Basel Fair 2003 and the re-
launch of the Milus brand, the general impression has
been extremely positive, with promising signs for the
future prospects of the brand. Additionally, distributors,
media and opinion leaders have reaffirmed our
positioning concept to place the Milus brand on par with
the most valuable male brands with a focus on long-
established distribution networks in Europe, Middle East,
USA and Asia. The long-term plan to market the Milus
brand in the women’s luxury segment also received the

recognition of important opinion leaders.

Looking forward, the latest trends show that customers

are taking a growing interest in luxury products. Taking

this into consideration, Milus International S.A. will unite

Review of Operation

time and jewellery, and take luxury into a new era. With
a marketing plan focusing on a HIGHLY PERSONAL
strategy, Milus will aim to target elegant women and

men around the world.

FUTURE DEVELOPMENT AND PROSPECTS

Peace Mark will play an important role in the international
timepiece industry. Backed by solid financial support, we
are in a position to deliver top quality design,
manufacturing, distribution, and after-sales services,
unrivalled in the global marketplace. While focusing on
expanding our own brand and licensed products, Peace
Mark will also broaden our distribution network to better
serve our customers around the world. Exploring the
emerging PRC market is also crucial to our growth. We
are committed to becoming a global player, providing
our customers with unmatched products and services in

timepiece design, manufacturing, distribution, and after-

sales services.

A nnual R eport










Management Discussion and Analysis

Mr. Tsang Kwong Chiu, Kevin — Finance Director

“Strong foundations built in the past
enabled us to Stand tall against the

competitive market climate. These foundation

stones were not laid overnight.”

22 Peace Mark (Holdings) Limited




FINANCIAL PERFORMANCE

This year Peace Mark reported a consolidated turnover of
HK$1,119.1 million representing a year-on-year growth
of 19.4%. The increase was attributable to a series of
successful execution of business plans. Firstly, Omni Watch
and Clock Co., LLC, Peace Mark’s US marketing and
distribution arm, had commenced its operation since
January 2003 and facilitated Peace Mark to directly sell
its products to various chain retailers. Secondly, Milus
International S.A. started to have its full year operation
being accounted for despite no contribution was made
to the bottom line. Thirdly, orders received from Japanese
customers were very encouraging as the upgraded vertical
integrated production facilities were well equipped to
meet their stringent quality requirements. Finally, new
market penetration in China and Latin America was also

a contributory factor to the turnover performance.

Regarding margin enhancement, effects of Peace Mark's
vertical integration production began to materialize. Gross
margin improved from 14.5% in FY2002 to 17.3% this
year. Furthermore, higher production efficiency and
reduced components outsourcing yielded additional cost
saving. The gradual shift in the business mix also
contributed to improved margin. The following business
segment breakdown provides more information in this
respect. Finally, the partial implementation of downstream
distribution plans also explains the improved margin.
However, the results from distribution business would be

more apparent in coming years.

As a sign of strong operating income and cashflow,
earnings before interest, tax, depreciation and
amortization (“EBITDA") reached HK$129.9 million. Given

the above positive contributory factors, the combined

Management Discussion and Analysis

effect was a profit attributable to shareholders of HK$58.2
million after minority interest sharing of profit of HK$7.8
million. In short, the smooth and well-planned business

plans execution translated to the surge of bottom line.

SEGMENT INFORMATION

To facilitate the analysis of its business model, the business
had been divided into three main segments, namely, OEM,

ODM together with OBM and licenses.

The proportion of OEM, ODM and OBM plus licenses to
the Group's turnover were 37%, 53% and 10%
respectively for FY2003 and 42%, 53% and 5%
respectively for FY2002.

The proportion of OEM dropped by 5% but in fact
increased by HK$22.0 million in value. OEM orders were
mainly those orders for other watch brands and mass

market merchandizes.

In line with the growing market trend of requiring the
manufacturers to provide design for timewear for a wide
range fashion and sport brands, Peace Mark continued to
capitalize its strength in product design and engineering

thereby maintaining a 53% in the ODM segment.

OBM refers to own brand manufacturing and distribution
of Sergio Valente, Milus, Aerostar and Cornell. The profit
margin is generally higher than OEM and ODM. As a
defined strategy, Peace Mark will continue to add more
trademarks into its own brand portfolio. With regard to
licences, this area of business will also continue to grow.
Increasing number of fashion and sports brands are
working with manufactures for introducing watches as

fashion accessories. For FY2003, Peace Mark’s licensed
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Management Discussion and Analysis

brands included Umbro, Pierre Cardin, Fiorucci, Aspen,

Bill Blass, Beverly Hills Polo Club and Montana blu.

In terms of geographical segment, the US market,
representing 51% of the turnover, was the largest market
of Peace Mark. For this market, Peace Mark's target
segment was mass market merchandize. Its products were
being sold in major retail and drug chains stores. Bill
Blass was relaunched in June 2003 and would become

one of growth drivers in the years to come.

Turnover in Asia included OEM orders from Japanese
customers and sales of licenced products through over
10 appointed distributors across the region including but
not limited to Korea, Taiwan and Australia. Sales in the
China market commenced in October 2002. Though its
contribution was insignificant in FY2003, the potential of
this market could not be ignored. The management will
exercise strict operational and financial controls in order
to reap the benefits of selling in this market while

monitoring the business risks at its lowest level.

FINANCIAL POSITION

Fixed Assets increased from HK$292.9 million in FY2002
to HK$357.1 million in FY2003. Peace Mark had further
improved its production facilities both in Bienne,
Switzerland and China. In the US, through acquiring the
business undertakings from the US joint venture partner,
logistic and display facilities amounted to HK$25.9 million

was added to Fixed Assets.

Intangible Assets with cost of HK$61.7 million included
four own brands: — Sergio Valente, Milus, Aerostar and

Cornell.

24 Peace Mark (Holdings)

The Group's inventories stood at HK$227.7 million as at
31 March, 2003. The inventory turnover increased from
64 days in FY2002 to 76 days in FY2003. The increase
was a result of longer production cycle arising from vertical
integrated set up and higher level of buffer inventory for

distribution.

Trade receivables, net of provisions, were HK$162.4
million in FY2003, increased by HK$34.6 million when
compared to HK$127.8 million last year. Despite of
increased turnover, the trade receivables turnover
remained at 47 days. This improvement in trade
receivables was due to a stronger credit control over the

customers.

LIQUIDITY AND FINANCIAL RESOURCES

The cash and bank balances of the Group maintained at
approximately HK$207.6 million (FY2002: HK$154.4m)
while total financial indebtedness was approximately

HK$463.5 million (FY2002: HK$420.6 million).

The total financial indebtedness of approximately
HK$463.5 million, consists of term loans and a syndicated
loan of approximately HK$348.0 million, trade facilities
of approximately HK$113.3 million and obligations under

finance leases of approximately HK$2.2 million.

Within this financial indebtedness, approximately
HK$286.9 million will mature within one year, HK$126.8
million after one year but within two years and HK$49.8

million will mature after two years but within five.

Limited



As at 31 March, 2003, the gearing ratio of the Group,
calculated by dividing the financial indebtedness net of
cash and bank balances over shareholders’ equity, was

approximately 37.9%, improving from 48.6% in FY2002.

During FY2003, the Group had operating profit before
working capital changes of HK$127.1 million (FY2002:
HK$91.6 million) and cash generated from operations of

HK$118.1 million (FY2002: HK$32.5 million).

The current ratio of the Group as at 31 March, 2003 was
2.0 (FY2002: 2.8). The drop in the ratio was because a
portion of the syndicated loan amounted to HK$114.3

million had become short-term.

In view of the Group’s internally generated funds and
available banking facilities, the Directors believe that the
Group has adequate cash resources for working capital

requirements and its capital expenditure commitments.

CAPITAL STRUCTURE

During the year, the Company raised net proceeds of
approximately HK$62.1 million by way of a rights issue
on the basis of two rights shares for every one existing
share held. Upon completion of the rights issue,

367,822,300 shares were issued.

FUNDING AND TREASURY POLICIES

The Group's treasury policy is to manage the Group's
assets and liabilities to reduce its exposure to fluctuation
in foreign exchange and interest rates. In the normal
course of business, the Company enters into certain
derivative contracts to hedge its exposure to fluctuations
in interest rates and foreign currencies. These instruments

are executed with creditworthy financial institutions. Gains

Management Discussion and Analysis

and losses on these contracts are applied to offset
fluctuations that would otherwise impact the Company’s
financial results. Costs associated with entering into such
contracts are not material to the Company’s financial
results. About 85% of the Group’s borrowings were in
Hong Kong Dollars with the balance in Renminbi and US
Dollars. It is the Group’s treasury policy to manage its
foreign currency exposure whenever there is material

financial impact to the Group.

As at 31 March, 2003, all the Group's borrowings were
at floating rates with approximately HK$150 million of

borrowings being hedged by interest rate swaps.

MATERIAL ACQUISITIONS

An agreement dated 30 July, 2002, pursuant to which
Polywell Enterprises Limited, a wholly-owned subsidiary
of the Company agreed in a consideration of US$4.5m to
acquire 51% of the issued share capital of Omni
International Holdings Limited (which in turn 100% owns
Omni Watch and Clock Co., LLC) and to participate in

the distribution business in the United States.

In March 2003, three distributors in Latin America, namely,
Stefanie S.A., Bulova Del Peru S.A. and Cornell
Corporation Mexico S.A. de C.V. became associates of
the Group. After the acquisition, the Group extended its

distribution network in these markets.

EMPLOYEES AND THE REMUNERATION POLICY

As at 31 March, 2003, the Group employed a total of
approximately 1,800 employees worldwide. The Group
remunerates its employees based on their performance,
experience and prevailing industry practices. In addition,

the Group has established discretionary bonuses and
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employee share option schemes, to motivate and reward
employees to achieve the Company’'s business

performance targets.

CONTINGENT LIABILITIES

As at 31 March, 2003, the Group had contingent liabilities
in respect of bills discounted with recourse amounting to

approximately HK$68.0 million.

The Company has given corporate guarantees to banks
in respect of general banking facilities granted to

subsidiaries amounting to HK$929.2 million. The extent

of these facilities utilised by the subsidiaries at 31 March,
2003 amounted to approximately HK$261.2 million.

FINANCIAL INSTRUMENTS

The Company has entered into interest rate swaps to
manage its interest rate risk. At 31 March, 2003, the
total notional amount of such instruments was HK$201.0
million. The notional amounts of the outstanding interest
rate swaps indicate the contract size outstanding at the
balance sheet date and do not represent the amount at

risk.

i 4

i
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Mr. Chau Cham Wong, Patrick — aged 54, is the Chairman

and is responsible for overall strategic planning and business
development. Mr. Chau has over 29 years experience in the
timepiece industry. He served as the director of the Hong
Kong Watch and Clock Manufacturing Association from 1984
to 1993 and as the co-chairman of the Hong Kong Watch
and Clock Fair. He was also the former advisor and the
committee member of the Hong Kong Watch and Clock Trade
Advisory Council to the Hong Kong Trade Development

Council. He has been with the Group for over 12 years.

Mr. Leung Yung - aged 55, is the Managing Director and is
responsible for strategic planning, business development,
marketing and product research and development. He is the
Vice President of the Hong Kong Watch Manufacturers
Association Limited. He joined the Group since it was founded

and has over 36 years experience in the timepiece industry.

Directors and Senior Management Profile

Mr. Tsang Kwong Chiu, Kevin — aged 36, is the Finance
Director and also the Company Secretary and is responsible
for the accounting, financial and company secretarial matters
of the Group. Mr. Tsang holds a Master Degree from the
University of Hull. He is a fellow member of the Association
of Chartered Certified Accountants and an associate member
of the Hong Kong Society of Accountants. Mr. Tsang has

more than 14 years experience in accounting and finance.

Mr. Man Kwok Keung - aged 56, is the Group’s Technical
Director and is responsible for product engineering. Mr. Man
holds a Bachelor Degree in Civil Engineering from the
University of Calgary, Canada and has more than 20 years
experience in production management in the timepiece

industry. He has been with the Group since it was founded.

Mr. Cheng Kwan Ling - aged 52, is a Director and is
responsible for the general management and finance of the
Group's operations in the PRC. Mr. Cheng holds a diploma
in management studies from the Hong Kong Polytechnic
University and the Hong Kong Management Association and
is a member of the British Institute of Management. He has
over 29 years experience in accountancy and general

management and has been with the Group for over 14 years.
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Directors and Senior Management Profile

Independent Non-Executive Directors

Oswald Cheung

Sir Oswald Cheung, C.B.E., LL.D., D.Soc.Sc., J.P. — aged 81, has been an honorary steward of The Hong Kong Jockey Club for 10
years and is a former member of the Hong Kong Legislative and Executive Councils. He has been a non executive Director of

the Company since 1993.

Susan So

Ms. Susan So - aged 50, is the managing director of Guo Ye Holdings Co., Limited and Guo Ye Enterprises Ltd., the principal
activities of which are investment holding and the provision of investment consultancy services covering, among others,
telecommunication, media, energy supply in the PRC. Ms. So has extensive management experience in relation to trade and
investment projects (including information technology, sales and marketing) in the PRC. She has been a director of a number of

listed companies in Hong Kong and a consultant of various companies in USA and PRC.

Kwok Ping Ki, Albert

Mr. Kwok Ping Ki, Albert — aged 69, is a former Director of the Electrical and Mechanical Services of the HKSAR Government
and retired in 1993. Mr. Kwok served as the Secretary and Director General of Hong Kong Institution of Engineers until
February in 2002. He holds a master’s degree in business administration. He has extensive experience in business administration

and in engineering professional practice.

Senior Management

Leung Chi Shing, Winson

Mr. Leung Chi Shing, Winson, Chief Factory Manager - aged 46, is
responsible for managing the watch production and the development of

our watch repair school in Shenzhen, the PRC. Mr. Leung holds a certificate

in watch repairing from Lee Wai Lee Technical Institute in Hong Kong. He
has over 25 years experience in product management in the timepiece

industry. He has been with the group for over 17 years.

Takehiko, Emi

Mr. Takehiko, Emi, Production Engineer — aged 59, is in charge of managing
quality control issues and operational issues for the assembly plant in China.
He is also responsible for technical support and staff training. Mr. Takehiko

is a certified 2nd class radio operator and also holds an electrical and

mechanical engineering degree from Kagoshima University. He has over 35
years of experience in production management and over 15 years related
experience in the timepiece industry. He has been with the group for over 5

years.
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Directors and Senior Management Profile

Yip Chi Hung, Samuel

Mr. Yip Chi Hung, Samuel, Operation Manager — aged 49, is responsible for
managing the timepiece operation of the Group. Mr. Yip is also the

management representative of ISO 9001 ensuring the Group's continuing

. compliance of the ISO 9001 standard. He has over 19 years experience in

the timepiece industry and has been with the Group since 1994.

Linard, Elisabeth

Ms. Linard, Elisabeth, Marketing Engineer — aged 29, is responsible for the
business development of Peace Mark in Europe. She also represents Peace

Mark towards its European customers and subsidiaries and ensures the

interface between Peace Mark and its contacts in Europe. Prior to joining
the Group, she was the New Products Project Manager for Concord, the
luxury watch brand of the Movado Group in Bienne, Switzerland. She holds

a French postgraduate engineering degree.

Tai Kwan Kong, Terry

Mr. Tai Kwan Kong, Terry, Head of Brandname Division - aged 52, is
responsible for the business development of the brandname division of the

Group. He is a former Director (1992-1995) of the Federation of Hong

Kong Watch Traders and Industries Ltd. And is also an organizing committee
member of HK Watch Q Mark. He has over 32 years experience in the

timepiece industry.

Yim Yugn, Jenny

Ms. Yim Yugn, Jenny, Sales Manger of Retail Operation - aged 51, is
responsible for the Group’s China sales and distribution development. She

has over 25 years expertise in timepiece production management and retail

development. Prior to joining the Group, Ms. Yim was the Chief factory

manager of a state owned enterprise namely _£/&F 8 — .
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Directors and Senior Management Profile

Senior Management

Chan Wai Pong, Gary

Mr. Chan Wai Pong, Gary, Head of Marketing — aged 34, is responsible for
the timepiece marketing function, in particular the US market, of the Group.
He has over 12 years experience in the timepiece industry. He has been

with the Group for over 8 years.

Fung Ka Hoi, Charles

Mr. Fung Ka Hoi, Charles, Vice President of Marketing — aged 38, is
responsible for the timepiece marketing function, in particular the Japanese
and European market, of the Group. He has over 21 years experience in the
timepiece industry and 10 years experience in the field of timepiece

production engineering.

Leung King Chak, King

Mr. Leung King Chak, King, Financial Controller — aged 35, is responsible
for the accounting and banking relationship functions of the Group. His
credentials include a degree of Master of Accountancy from the Chinese
University of Hong Kong and fellow membership of the Association of

Chartered Certified Accountants; and over 12 years experience in the

accounting profession in Hong Kong and Europe.

Fong Ho Yans, Sams

Ms. Fong Ho Yan, Sams, Corporate Finance Manager - aged 28, is
responsible for the Group’s corporate finance functions. Prior to joining the
Company, Ms. Fong worked for an international accounting firm. She
graduated from the Hong Kong Polytechnic University with a Bachelor’s
degree in Accounting. Ms. Fong is a member of both the Hong Kong
Society of Accountants and the Association of Chartered Certified

Accountants.
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Directors and Senior Management Profile

Leung Chi Wai, Joseph

Mr. Leung Chi Wai, Joseph, Project Manager — aged 59, is responsible for
the Group's production plant and project developments. Mr. Leung holds

an Architectural degree from the University of New South Wales. Prior to

joining the Group, he worked as a project consultant in Australia and

Indonesia. He has been with the Group since 1993.

de Jaillon, Hugues

Mr. de Jaillon, Hugues — aged 47, is the regional Chief Executive Officer in
the PRC. He is the person-in-charge of the after-sales services centers chain

stores for the Group. He has over 23 years experience in China trade,

headed numerous operations of manufacturing and trading organizations.
Prior to joining the Group, he was in charge of reshaping the PRC retail

activities in another Hong Kong listed company.

Chong Ko Fong, Jonathan

Mr. Chong Ko Fong, Jonathan - aged 36, is the regional Assistant General
Manager responsible for developing the after-sales services centers in the

PRC. He started his career as financial analyst with Revlon, then joined

Esprit Group to develop Red Earth brand in Hong Kong. Previously, he was
with Le Saunda Group to develop a new cosmetic brand in China, and was

responsible for image building and product sourcing to the sales operation.

Hsieh, Stephen

Mr. Hsieh, Stephen, aged 45, is the Chief Executive Officer of the Group’s
Taiwanese subsidiary. He is responsible for the brand name and retail outlets

development of the Taiwanese subsidiary. He has 20 years experience in

brand development and wholesale distribution. He also has over 5 years

experience in developing retail outlets.
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Directors and Senior Management Profile

Senior Management

32

Huang, Bernard

Mr. Huang, Bernard — aged 41, is the Chief Financial Officer of the Taiwanese
subsidiary company. He is responsible for accounting matters and developing
retail operation. He has 15 years experience in retail operation in Los Angeles
and Mexico and has 6 years experience in timepiece retail operations in

Taiwan.

Schneck, Robert

Mr. Schneck, Robert — aged 55, is the President and Chief Executive Officer
of Omni Watch & Clock Co., LLC. He is responsible for the overall business
development for the U.S. subsidiary. Mr. Schneck has over 35 years
experience in the timepiece importing and distribution industry and was the

recipient of several “Vendor of the Year” Awards. He also serves as the

Chairman of the United States Watch Council Membership Committee.

Rosenbaum, Louis

Mr. Rosenbaum, Louis — aged 52, is the Executive Vice President of Omni
Watch & Clock Co., LLC. His field of expertise includes marketing, product
development and finance. For the past 25 years he has been a top executive
in both the fashion and timepiece industries. Mr. Rosenbaum is a Chartered

Accountant and is a member of the United States Watch Council.

Dix, Douglas L.

Mr. Dix, Douglas L. — aged 54, is the Vice President of Sales of Omni Watch
& Clock Co., LLC. He is in charge of sales and marketing operation for the
retail chain outlets in the North America region. Mr. Dix served 17 years
with a major mass-market retailer both in store management and
merchandising management and has over 16 years industry experience.
Prior to joining the Group, he was a Division President of Advance Watch

Company.
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Directors and Senior Management Profile

Edocs, Jan

Mr. Edocs, Jan - aged 32, is the Chief Executive Officer of Milus International
S.A. and is responsible for the business development and marketing of the

Milus brand. Prior to joining the Group, he was the Sales-Marketing Director

(Switzerland) and International Sales Manager of VERSACE S.A..

Sieber, Barbara

Ms. Sieber, Barbara - aged 36, is the Marketing Director of Milus
International S.A. and is responsible for developing brand positioning and
marketing strategies for the brand. Prior to joining the Group, she was the

Marketing Director of Flik Flak — Swatch Group and Visual Marketing

Manager of Swarovski.

Triebold, Oliver

Mr. Triebold, Oliver — aged 37, is the Director of Milus International S.A.
and is responsible for the legal and compliance matters of the Group's
Swiss operation. He holds a Doctor’s degree in law, M.C.J. from New York

University. He is also the Attorney at law admitted to the Bar of Zurich.
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN THAT an Annual General Meeting (“AGM") of Peace Mark (Holdings) Limited (the "Company”)

will be held at Boardroom, World Trade Centre Club, 38th Floor, World Trade Centre, 280 Gloucester Road, Causeway

Bay, Hong Kong on 1 August, 2003 at 4:00 p.m. for the following purposes:

To receive and consider the audited financial statements of the Company, the reports of the directors (the “Directors”)
and auditors (the “Auditors”) of the Company for the year ended 31 March, 2003,

To declare a final dividend for the year ended 31 March, 2003;

To re-elect the Directors and to authorize the Board of Directors to fix their remuneration; and

To re-appoint the Auditors of the Company for the ensuing year and to authorize the Board of Directors to fix their

remuneration.

By Order of the Board
Tsang Kwong Chiu, Kevin

Company Secretary

Hong Kong
26 June, 2003

Registered Office:

Clarendon House

Church Street

Hamilton HM11

Bermuda

Notes:

34

A member entitled to attend and vote at the AGM may appoint a proxy to attend and vote instead of him. A proxy need not be a member of the
Company. A member who is the holder of two or more Shares may appoint more than one proxy to represent him and vote on his behalf. If more
than one proxy is so appointed, the appointment shall specify the number and class of shares in respect of which each proxy is so appointed.

In order to be valid, the form of proxy, together with the power of attorney or other authority (if any) under which it is signed or a notarially
certified copy thereof, must be deposited at the Company’s head office and principal place of business in Hong Kong at Unit 3, 12th Floor, Cheung
Fung Industrial Building, 23-39 Pak Tin Par Street, Tsuen Wan, Hong Kong for registration not less than 48 hours before the time appointed for
holding the AGM or any adjournment thereof. Completion and return of the form of proxy will not preclude you from attending and voting in
person at the meeting should you wish.

The register of members of the Company will be closed from Wednesday, 30 July, 2003 to Friday, 1 August, 2003, both days inclusive, during which
period no transfer of shares will be registered.

To be qualified for the above-mentioned final dividend, all transfers, accompanied by the relevant share certificates, must be lodged with the

Company’s share registrar in Hong Kong, Secretaries Limited at Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road,
Wanchai, Hong Kong not later than 4:00 p.m. on Tuesday, 29 July, 2003.
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The Directors are pleased to present their report and the audited
consolidated financial statements of Peace Mark (Holdings) Limited
(the "Company”) and its subsidiaries (together with the Company
hereinafter referred to as the “Group”) for the year ended 31 March,

2003.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Details of the
principal activities of the Group’s principal subsidiaries are set out

in note 18 to the financial statements.

SEGMENT INFORMATION

An analysis of the Group's segment information is set out in note 4

to the financial statements.

RESULTS AND APPROPRIATION

Details of the results of the Group for the year ended 31 March,
2003 are set out in the consolidated income statement on page 83

and the accompanying notes to the financial statements.

Particulars of dividends proposed and paid during the year are set

out in note 12 to the financial statements.

To celebrate the 10th listing anniversary of the Company on the
Stock Exchange of Hong Kong Limited, the directors also propose a
bonus issue of warrants to shareholders whose names appear on
the register of members of the Company on Friday, 1 August, 2003
on the basis of one warrant for every five shares held by such
shareholders. The bonus warrants will be issued in registered form
and will be exercisable at any time from 5 August, 2003 (being the
expected date of issue) until 4 August, 2005, both days inclusive.
Each bonus warrant will entitle the holder thereof to subscribe for
one new share at an initial subscription price of HK$0.65, subject

to adjustment in accordance with the terms of the warrants.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Wednesday, 30 July, 2003 to Friday, 1 August, 2003, both days
inclusive, during which period no transfer of shares will be effected.
In order to qualify for the proposed final dividend and Bonus Warrant
Issue, all share transfers accompanied by the relevant share
certificates must be lodged with the Company’s branch share
registrars in Hong Kong, Secretaries Limited of Ground Floor, Bank
of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong, for registration not later than 4:00 p.m. on Tuesday,

29 July, 2003.

RESERVES

Details of the movements in the reserves of the Group and the
Company during the year are set out in note 29 to the financial

statements.

DISTRIBUTABLE RESERVES

As at 31 March, 2003, the reserves of the Company available for
distribution, calculated in accordance with the Companies Act 1981
of Bermuda, amounted to approximately HK$398.3 million. In
addition, the share premium of the Company, in the amount of
approximately HK$76.7 million, may be distributed in the form of

fully paid bonus shares.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results of the Group for the last five financial
years and the assets and liabilities of the Group as at the end of the
last five financial years is set out on pages 166 to 167 of the

Annual Report.

CHARITABLE DONATIONS

Charitable donations made by the Group during the year amounted

to HK$397,000.

70 Peace Mark (Holdings)

Limited H#ERHR

EENEROBFERER

ARV -_ZZ=FLA=1tH(EH)ZE
“ZZ=F)\A-RB(EYH) (BREEMX)
EEhEROBPRELTE HHBTER
BRNEZREE - RRMKBERER 8 R
ALEBTANRBEENER AR _ZF
ZFELAZThB(EH D) THMEEIER SR
BERMBFXHERBEKE  EXAQRE
EENBRNBPETLIRMEREREERD
A it RE BT E LITES6RRERTE
RO o

i h
AEER  ARBRAAAFEZEBERT
B B 3529 o

A] 7K f 8

RZZEZE=F=ZA=+—H REEZEE-AN
—FRAEHE AR A DREENHE
398,300,000/ 7T ° Btoh + ANA R 2 B inim E 4T
£76,700,000/8 7T * WA AR Z FA 5
iR e

FFEMBHME

REBRBERTEVBRFEZXERERBE
FTEVRFELFEAZEERBBEBEINA
FHRF166E167H °

i

3™

REBRFRIED 2 BEEFHAE397,0008 T ©

(&£®) AR 2F



FIXED ASSETS

During the year, the Group spent approximately HK$101.7 million

on the acquisition of fixed assets.

Details of the movements in the fixed assets of the Group during

the year are set out in note 15 to the financial statements.

INTANGIBLE ASSETS

Details of the movements in the intangible assets of the Group

during the year are set out in note 16 to the financial statements.

SUBSIDIARIES

Particulars of the principal subsidiaries of the Company are set out

in note 18 to the financial statements.

SHARE CAPITAL

During the year, the Company raised equity capital by way of rights
issue. The net proceeds of the rights issue of HK$62 million were

used as follows:

e about HK$24 million for establishing a distribution arm in the

United States;

e about HK$10 million for promoting the Group's licensed

products through the distribution arm aforementioned;

e about HK$17 million for developing its distribution network in

the PRC; and

e the remaining balance for the use as the general working capital

of the Company.

Details of these and other movements in the share capital of the
Company during the year are set out in note 28 to the financial

statements.
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BORROWINGS

Particulars of the Group’s and Company's borrowings and obligations
under finance leases are set out in notes 25 and 26 to the financial

statements respectively.

RETIREMENT SCHEME BENEFITS

Details of retirement scheme benefits are set out in note 3(p) (ii) to

the financial statements.

SUBSEQUENT EVENTS

Details of the subsequent events of the Group which took place
subsequent to 31 March, 2003 and up to the date of the report are

set out in note 38 to the financial statements.

DIRECTORS

The Directors of the Company during the year and up to the date

of this report were:

Executive Directors

Mr. Chau Cham Wong, Patrick (Chairman)
Mr. Leung Yung (Managing Director)

Mr. Tsang Kwong Chiu, Kevin

Mr. Man Kwok Keung

Mr. Cheng Kwan Ling

Independent Non-Executive Directors

Sir Oswald Cheung, CB.E., LL.D., D.Soc.Sc., J.P.

Ms. Susan So

Mr. Kwok Ping Ki, Albert (appointed on 19 November, 2002)
The Honorable Lau Wong Fat, G.B.S., J.P.

(resigned on 1 January, 2003)
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In accordance with article 86(2) of the Company’s Bye-laws, Mr.
Kwok Ping Ki, Albert, who was appointed by the Board of Directors,
shall hold office until the forthcoming annual general meeting and,
being eligible, offer himself for re-election. Pursuant to articles 87(1)
and 87(2) of the Company’s Bye-laws, Mr. Man Kwok Keung shall
retire and offer himself for re-election at the forthcoming annual

general meeting.

The terms of office of Independent Non-executive Directors are

subject to retirement by rotation in accordance with the Bye-laws.

DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

Biographical details of the Directors of the Company and of the
senior management of the Group are set out on pages 27 to 33 of

this report.

DIRECTORS' SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming
Annual General Meeting has an unexpired service contract with the
Group, which is not terminable by the Group within one year without
payment of compensation, other than normal statutory

compensations.
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DIRECTORS' INTERESTS IN SECURITIES

As at 31 March, 2003, the interests of the Directors and their
associates in the securities of the Company, as recorded in the
register maintained by the Company pursuant to Section 29 of the
Securities (Disclosure of Interests) Ordinance (the “SDI Ordinance"”)
or as otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to Section
28 of the SDI Ordinance and the Model Code for Securities
Transactions by Directors of Listed Companies in the Rules Governing
the Listing of Securities on the Stock Exchange (the "Listing Rules”)

were as follows:

EECzESER
R-FFZF=A=+-B ZEFREHE
AT BEES (BB M) ) (5 5E3 15
B1)) %29 BERHN AR AFEZERMAN
RIER BRSO 28HURE BB A X B
BRAF ([BRF])EH ETRA((ETR
B R ETAAEERTES RS 0EETE
BRITHERAT RE R ZESMT -

NSSN

Number of Ordinary Shares

ERREA
Personal Corporate Number of
Directors interests interests share options
= BAES DEER BREHA
Mr. Chau Cham Wong, Patrick FEEEB %% 60,039,963 196,321,413 (note a) -
(ita)
Mr. Leung Yung 2 BEAE - 255,274,988 (note b) -
(iFb)
Mr. Tsang Kwong Chiu, Kevin &85 4 5,750,000 - -
Mr. Man Kwok Keung N - - 1,035,000
Mr. Cheng Kwan Ling EpymE A 235,000 - -
Notes: i

a.  This represents the interest held by A-ONE INVESTMENTS LIMITED, a company

owned as to 50.45% by Mr. Chau Cham Wong, Patrick.

b. 58,953,575 shares are held by United Success Enterprises Limited which is wholly
owned by Mr. Leung Yung. The balance of 196,321,413 shares are held by A-
ONE INVESTMENTS LIMITED, a company owned as to 49.55% by Mr. Leung

Yung.
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Save as disclosed above and other than certain nominee shares in
subsidiaries of the Company being held by the Directors in trust for
the Company, as at 31 March, 2003, none of the Directors, chief
executives or their associates had any personal, family, corporate or
other interests in any securities of the Company or any of its
associated corporations as defined in the SDI Ordinance, and none
of the Directors and chief executives, or their spouse or children
under the age of 18, had any right to subscribe for the securities of

the Company, or had exercised any such right during the year.

SHARE OPTION SCHEME

Share options are granted to the Directors, employees and other
eligible persons under the Share Option Scheme of the Company
(the "Scheme") adopted on 24 January, 2002. Details of the Scheme

are set out in note 30 to the financial statements.

SUBSTANTIAL SHAREHOLDERS

As at 31 March, 2003, the register of substantial shareholders
maintained under Section 16(1) of the SDI Ordinance showed that
the following shareholders had interests of 10% or more in the

issued share capital of the Company:
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AREBRER-ZT-_F—A-THARHZ
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RERATREBRE - Z5HE 2 FHIBH R
BIEMFE30

EFERR

R-FZZF=A=1+-0 REBHHEE
HEAE16EFEZEERRBEMAT -
THIRERARFIRAFEAER10%A E -

Name Number of Shares %
£/ A ROHE Bt
Mr. Chau Cham Wong, Patrick 60,039,963* 10
EREEE

United Success Enterprises Limited** 58,953,575% 9
A-ONE INVESTMENTS LIMITED*** 196,321,413* 31
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* Identical to those disclosed above as Directors’ Interests in Securities.
**  United Success Enterprises Limited is wholly-owned by Mr. Leung Yung.

*** A-ONE INVESTMENTS LIMITED is beneficially owned as to 50.45% by Mr. Chau

Cham Wong, Patrick and 49.55% by Mr. Leung Yung.

Save as disclosed above, the Company has not been notified of any
other interests representing 10% or more of the Company's issued

share capital as at 31 March, 2003.

DIRECTORS'
DEBENTURES

RIGHTS TO ACQUIRE SHARES OR

Apart from the share option scheme as disclosed above, at no time
during the year was the Company or any of its subsidiaries a party
to any arrangements that enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate and none
of the directors, their spouses or their children under the age of 18,
had any right to subscribe for the securities of the Company, or had

exercised any such right during the year.

DIRECTORS' INTERESTS IN CONTRACTS

No contract of significance to which the Company nor any of its
subsidiaries was a party and in which a Director of the Company
had a material interest, whether directly or indirectly, subsisted at

the end of the year or at any time during the year.
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CONNECTED TRANSACTIONS

The details of the transactions made during the year were set out in

note 14 to the financial statements according to the Listing Rules.

On 6 June, 2002, A-ONE INVESTMENTS LIMITED ("A-ONE"), an
investment holding company owned as to 50.45% by Mr. Chau
Cham Wong, Patrick and 49.55% by Mr. Leung Yung, entered into
an underwriting agreement (the "Underwriting Agreement”) with
the Company regarding the then proposed rights issue of the
Company as stated in the announcement dated 6 June, 2002. Since
A-ONE is an associate of both Mr. Chau Cham Wong, Patrick and
Mr. Leung Yung who are the substantial shareholders and executive
directors of the Company, the Underwriting Agreement is a
connected transaction for the Company which is exempted from
shareholders’ approval requirements pursuant to Rule 14.24(b)(c) of

the Listing Rules.

Save as disclosed above, there were no other transactions which
needed to be disclosed as connected transactions in accordance

with the requirements of the Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March, 2003, the five largest ultimate
customers to whom the goods were exported by the Group together
accounted for not more than 50% of the Group’s turnover for
which the largest ultimate customer accounting for not more than
10%, and the five largest suppliers of the Group accounted for not
more than 95% of the Group’s purchases for which the largest

supplier accounting for approximately 46%.

Save as disclosed above, none of the Directors, their associates nor
any shareholder who, to the knowledge of the Directors own more
than 5% of the Company’s share capital, had an interest in any of

the five largest suppliers or customers.
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PROPERTIES

Details of the properties of the Group as at 31 March, 2003 are set

out on pages 164 to 165 of this report.

PURCHASE, SALE OR REDEMPTION OF SHARES

During the year, the Company repurchased 1,000,000 ordinary shares
of the Company in the Stock Exchange of Hong Kong Limited at an
aggregate consideration of HK$420,000 before expenses. The
repurchased shares were subsequently cancelled. The repurchase
was effected by the Directors for the enhancement of shareholders

value in the long term. Details of the shares repurchased are as

follows:

Month of Number of Shares
repurchase repurchased
BEZ A% FriEE 2 RGHAE
March 2003 1,000,000
—EE=F=A

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s

listed securities during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws although there are no restrictions against such rights under

the laws in Bermuda.
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AUDIT COMMITTEE

Under the Listing Rules and with reference to “A Guide for the
Formation of an Audit Committee” issued by the Hong Kong Society
of Accountants, the Company established an audit committee (the

“Audit Committee”).

The existing members of the Audit Committee include the three
Independent Non-Executive Directors of the Company. Amongst the
committee’s principal duties are to conduct regular meetings with
the Executive Directors in order to review the Company’s financial
reporting process and internal controls as well as to consider the

scope and nature of the audit.

CODE OF BEST PRACTICE

None of the Directors of the Company is aware of any information
that would reasonably indicate that the Company is not, or was not
for the year ended 31 March, 2003, in compliance with the Code of
Best Practice as set out in Appendix 14 of the Listing Rules except
that Independent Non-Executive Directors are not appointed for a
specific term as they are subject to retirement by rotation at the
Annual General Meeting of the Company in accordance with the

Company’s Bye-laws.
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AUDITORS

The financial statements for the year ended 31 March, 2003 were
audited by Messrs. Chu and Chu, Certified Public Accountants. A
resolution will be submitted to the forthcoming Annual General

Meeting of the Company to reappoint them as auditors.

On behalf of the Board
REE=S

« -~ Oa

~ .

Chau Cham Wong, Patrick
BEE

Chairman

TE

Hong Kong

26 June, 2003
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CHU anada CHU

Certified Public Accountants
A Member of AGN International

To the Shareholders of
Peace Mark (Holdings) Limited

(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 83 to 163 which
have been prepared in accordance with accounting principles

generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The Company’s directors are responsible for the preparation of
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view it is fundamental
that appropriate accounting policies are selected and applied

consistently.

It is our responsibility to form an independent opinion, based on

our audit, on those statements and to report our opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements
made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the
circumstances of the Company and 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 financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial
statements. We believe that our audit provides a reasonable basis

for our opinion.

OPINION

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

Ordinance.

~_—f/€§>1-— - -~4E;“‘—-'

Chu and Chu
Certified Public Accountants
RKE - REIEEF BB
X e

Hong Kong
26 June, 2003
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Consolidated Income Statement fF8&F

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

2003 2002
Note HK$'000 HK$'000
B TR FET
(Restated)
(BEE7)
Turnover =E 2] 5 1,119,099 937,010
Cost of sales SHE R A (925,476) (801,344)
Gross profit EF 193,623 135,666
Other revenue H 5 19,668 12,915
Distribution costs 2 AR (43,979) (23,207)
Administrative expenses TR X (70,351) (64,156)
Other operating expenses Hh &M% (5,332) (12,247)
Profit from operations B R 6 93,629 48,971
Share of loss of a jointly controlled entity — FE{5—HEHEHI ¥ E1E (6,194) -
Finance costs B K AN 7 (13,407) (9,264)
Profit before taxation BR B A= A 74,028 39,707
Taxation i I8 11 (7,995) (4,577)
Profit after taxation BRE B F 66,033 35,130
Minority interests DER R (7,834) 1,267
Profit attributable to shareholders IR EREF 10 58,199 36,397
Dividends s 12 17,739 =
Earnings per share BREF 13
Basic (cents) EAR ) 13.80 18.18
Diluted (cents) 53 () 13.79 N/AT i

The notes on pages 92 to 163 form part of these financial statements.
FNENEZME L ENBRE 2 — 51D
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AS AT 31 MARCH, 2003
R-FF=F=F=1+—H

2003 2002
Note HK$'000 HK$'000
Bt FET TFHETT
Non-current assets FRBEE
Fixed assets & & E 15 357,070 292,942
Intangible assets BVEE 16 60,912 43,851
Goodwill kS 17 19,381 11,714
Interest in an associate Bk 2 N B M 2 19 29,738 =
Interest in a jointly REREHI B E
controlled entity 2 20 9,535 -
Other financial assets HivemEE 21 29,236 15
505,872 348,522
Current assets REBEE
Inventories FE 22 227,715 156,058
Trade and other receivables B 5 M EHAEWGRIA 23 342,478 342,888
Cash and bank balances BeRBTERF 207,568 154,380
771,761 653,326
Current liabilities nEAE
Trade and other payables B 5 kE b fE T 5RIA 24 90,471 28,237
Syndicated loan REER 25 114,286 -
Other interest-bearing borrowings HbaT B &0 25 171,882 205,597
Obligations under finance leases BE M E AR 26 773 252
Tax payable e IE 11 4,204 2,236
381,616 236,322
Net current assets RBEETRE 396,145 417,004
Total assets less current liabilities BEERRBDERS 902,017 765,526
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AS AT 31 MARCH, 2003
R-FF=F=H=1+—H

Consolidated Balance Sheet fRFEEE&BE

2003 2002
Note HK$'000 HK$'000
ft 5t FET FHET
Non-current liabilities EnRBEME
Syndicated loan — Due after one year REEHR - —FREE 25 85,714 200,000
Other interest-bearing borrowings Hfth 5+ B A K
— Due after one year — —F1R 3 H 25 89,486 14,766
Obligations under finance leases MEMEEAE
- Due after one year — — 1R 5 H 26 1,390 25
Deferred taxation BT IE 27 6,756 3,396
183,346 218,187
Minority interests SERFEER 43,149 -
Net assets EEFE 675,522 547,339
Capital and reserves MR A R k4
Share capital 7R 28 63,090 18,391
Reserves & 29 612,432 528,948
Shareholders’ funds RRES 675,522 547,339

The notes on page 92 to 163 form part of these financial statements.

Approved and authorized for issue by the Board of Directors on 26

June, 2003, and signed on its behalf by:

« QO

D .

Chau Cham Wong, Patrick
g
Chairman
TE

FRE163E Z MM FEIERE 2 —2MHm o

EREFER _TT=F At A#EYL
RETIE  AETIALRERE

Yl Z iy SR

Leung Yung
R B
Managing Director

BEFTTE
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AS AT 31 MARCH, 2003
R-FF=F=F=1+—H

2003 2002
Note HK$'000 HK$'000
Bt FET TFHETT
Non-current assets FRBEE
Interests in subsidiaries MERRER 18 737,718 628,672
Current assets REBEE
Other receivables H e W5k IA 50 =
Cash and bank balances Be MR1TTEF 1,017 183
1,067 183
Current liabilities REEE
Accruals and other payables [EET BB R EMENTKIE 665 1,000
Syndicated loan iREE T 25 114,286 -
114,951 1,000
Net current liabilities REBEEFE (113,884) (817)
Total assets less current liabilities BEERRBERS 623,834 627,855
Non-current liabilities FRBEE
Syndicated loan — Due after one year REEH——F&IE 25 85,714 200,000
Net assets BEEFE 538,120 427,855
Peace Mark (Holdings) Limited BEEF (£®) R A7




AS AT 31 MARCH, 2003
R-FF=F=H=1—H

Balance Sheet EE&ExR

2003 2002
Note HK$'000 HK$'000
ff &t FET FET

Capital and reserves IR A R & 6
Share capital R 28 63,090 18,391
Reserves f# 29 475,030 409,464
Shareholders’ funds RERES 538,120 427,855

The notes on pages 92 to 163 form part of these financial

statements.

Approved and authorized for issue by the Board of Directors on 26

June, 2003, and signed on its behalf by:

« e QOa

| == °

Chau Cham Wong, Patrick
B g
Chairman

]

FFE163B 2 M IS HRE 2 — 2D °

EREEEN _ZT=F AT RA#AEL
RETIE  YHTIALRERES

el S

Leung Yung
2B
Managing Director
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R epor t F§ 87

A nnual




Consolidated Statement of Changes in Equity fRS i R8E%

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

2003 2002
HK$'000 HK$'000
FET FAET
Shareholders’ equity at the beginning of the year FINREAESR 547,339 461,057
Realization of unrealized holding loss of REERARERRE
investments in securities upon disposal LREBRBERER = 17,885
Unrealized holding loss of investments in securities FEEFRBZAZEER (4) -
Capital reserve written back upon disposal of R E B A Rl
subsidiaries ZEREE = 32,000
Exchange differences on translation of: BMERELZR
- the financial statements of foreign entities — MBI R BB RS 86 =
Net gains not recognized in the income statement ARG RFBRF R 82 49,885
Net profit for the year AEEHF 58,199 36,397
Dividends approved during the year FRREZRE (8,276) -
Movements in share capital: RAE
Shares issued under rights issue REBERRET2RH 36,782 =
Shares issued under share option scheme REBREEIZT 2R 5,543 =
Shares issued under scrip dividend BREARK SR EET KRR 2,474 =
Shares repurchased and cancelled REAEVES P ) (100) -
Net share premium received B R 5 B F 5 33,479 -
78,178 =
Shareholders’ equity at the end of the year FRERRES 675,522 547,339

The notes on pages 92 to 163 form part of these financial statements.
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FOR THE YEAR ENDED 31 MARCH, 2003

Consolidated Cash Flow Statement &R &%

ER

HE_—TE=F=A=1—HILFE
2003 2002
Note HK'000 HK’000
i FET F&T
(Restated)
(BEE51)
Operating activities REEE
Profit before taxation BR 350 A1 i A 74,028 39,707
Adjustments for: HE
Depreciation ne 36,311 31,440
Amortization of goodwill BHmE 719 617
Realization of negative goodwill BEEERE (4,101) =
Amortization of intangible assets BiEETEE 5,399 3,344
Interest expenses FlBFAX 13,407 9,264
Interest income FE WA (5,128) (5,090)
Gain on partial disposal of a jointly & — 2R Rl
controlled entity TELDER 2 WHE (63) =
Share of loss of a jointly controlled entity — fE{5 — R 5l £ &8 6,194 =
Gain on sale of fixed assets HEETEEE s (80) (37)
Loss on disposal of intangible assets HEEVEEZBRE = 5
Loss on disposal of investment securities ~ HEREEZER 2 EE = 10,823
Loss on disposal of club debenture HERMERZER = 1,499
Write-off of current assets BN A E R 442 =
Operating profit before changes HEECEPHAI 2
in working capital | 127,128 91,572
Increase in inventories FEEM (28,118) (30,260)
Decrease (Increase) in trade B 5 R E A sk
and other receivables > (32 h0) 15,073 (43,665)
Decrease in pledged fixed deposits at bank & #3182 817 F H77 208 - 11,625
Increase (Decrease) in trade B 5 & E it B FRIA
and other payables 2 (R ) 47,403 (7,274)
(Decrease) Increase in trust receipt loans  EERIEEFRCF D) £ (43,384) 10,491
Cash generated from operations mETEMGE R 118,102 32,489
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Consolidated Cash Flow Statement &R ERER

FOR THE YEAR ENDED 31 MARCH, 2003
BE-ST=F=-A=1—HLFE

2003 2002
Note HK'000 HK'000
[t et FET T
(Restated)
(BEE51)
Tax paid BFE
Hong Kong profits tax paid BEREBHNER (2,667) (419)
Net cash from operating activities ReETHMEZRSFRE 115,435 32,070
Investing activities REED
Payment for purchase of fixed assets BAETEEEZHA (75,475) (83,834)
Proceeds from sales of fixed assets HEBTEEMGHE 211 202
Payment to acquire intangible assets BARVEEHE = (39,208)
Advances to a jointly controlled entity BE T —HRAE %‘Jm% (15,348) =
Advance to an associate Y FHE DA (6,338) =
Repayment from a jointly controlled entity —EZEH| % 28X 1,589 =
Payment for purchase of subsidiaries, U BE Bt BB A B 2 BUIA
net of cash acquired B0k FTYCR & 31 (54,872) =
Net cash inflow from incorporation oy =N R v K
of subsidiaries MAEE 222 =
Payment for investment in an associate REN—HERAZHE (23,400) -
Payments to increase interests
in subsidiaries EEHEL W’é %2 58 = (31,500)
Proceeds from disposal of HE—WBA
a subsidiary, net of cash acquired Fr{S3A - E?D R PR
Bé 32 122 -
Proceeds from disposal of
investments in securities HEBAREEZA - 30,046
Loan to minority shareholders EXTFLERE (2,328) =
Other investments HixE (29,225) -
Interest received REE RS 5,128 5,090
Net cash used in investing activities REZBHFMAZRSFE (199,714) (119,204)

Peace Mark (Holdings) Limited BEEF (£®) R A7




Consolidated Cash Flow Statement ffSRE&RER

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

2003 2002
Note HK'000 HK’000
i FET FHT
(Restated)
(BEE51)
Financing activities il & EE
Capital element of finance ENREHERS
lease rentals paid ZEARE R (704) (480)
Interest element of finance ENRERERS
lease rentals paid Z B2 n (121) (180)
Proceeds from rights issue AR 1S SRR 66,208 =
Premium paid on repurchase of shares BERGOZNZEE (322) -
Proceeds from shares issued BERERET 2T
under share option scheme i < TR 11,113 =
Nominal value of shares repurchased BRERRMD 2 HE (100) =
Rights issue expenses charged B mE MG 2
against share premium R X (4,141) =
Drawdown of term loans REUEHER 125,639 62,574
Repayment of bank loans BERITEX (46,201) (19,001)
Proceeds from syndicated loan REEFHEZAE = 200,000
Repayment of syndicated loan EREEER - (85,000)
Proceeds from new finance lease REETEEEZHHME
on existing fixed assets MBEMSHIAE 2,590 =
Interest paid ERFIE (13,286) (9,084)
Interim dividend paid ERHERE (2,851) =
Net cash from financing activities METBREZREFE 137,824 148,829
Net increase in cash and BeRBEEZEEY
cash equivalents ek I 53,545 61,695
Cash and cash equivalents at FORHEER
the beginning of the year Re%EY 153,999 92,304
Cash and cash equivalents at FRERER
the end of the year BeZEY 33 207,544 153,999
The notes on pages 92 to 163 form part of these financial FRE163E ML ENBRE 2 —2h

statements.
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003

gzEx—

92

—EE-F-F=1+—HIFE

GENERAL

Peace Mark (Holdings) Limited (the “Company"”) was incorporated
in Bermuda as an exempted company with limited liability. Its

shares are listed on The Stock Exchange of Hong Kong Limited.

The Company is an investment holding company. The principal
activities of the Company’s subsidiaries are set out in note 18

to the financial statements.

ADOPTION OF NEW AND REVISED STATEMENTS OF
STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted the following new
and revised Statements of Standard Accounting Practice
("SSAPs") issued by the Hong Kong Society of Accountants:
SSAP 1 (Revised) Presentation of financial statements
SSAP 11 (Revised) Foreign currency translation
SSAP 15 (Revised) Cash flow statements
SSAP 34 Employee benefits

SSAP 1 (Revised) requires the Group to present a new
statement “Statement of changes in equity”. The new

statement reconciles movements of the equity from the

beginning to the end of a year.

SSAP 15 (Revised) prescribes the revised format of the cash
flow statement in which the cash flows during the year will
only be classified by operating, investing and financing
activities. These changes have not had any material effect on
the results for the current or prior accounting years and,
accordingly, no prior year adjustment has been required.
Comparative figures have been restated in order to achieve a

consistent presentation.
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FOR THE YEAR ENDED 31 MARCH, 2003

gzEz—

—EE-F-A=-t—HIFE

ADOPTION OF NEW AND REVISED STATEMENTS OF
STANDARD ACCOUNTING PRACTICE (Continued)

Save as aforesaid, the adoption of other new and revised
SSAPs as outlined above does not have material impact on
results reported in the current or prior year, though the
terminology used and certain disclosures have been revised in

line with the new requirements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance
with Statements of Standard Accounting Practice issued by
the Hong Kong Society of Accountants, accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention,
modified with respect to the measurement of investments in
securities and leasehold properties, as further explained in
the respective accounting policies below. A summary of the
significant accounting policies adopted by the Group is set

out below:

(a) Basis of consolidation

The consolidated financial statements of the Group
include the financial statements of the Company and its
subsidiaries. A subsidiary is a company whose financial
and operating policies are under the Company’s control,
directly or indirectly, so as to obtain benefits from its
activities. The results of subsidiaries acquired or disposed
of during the year are consolidated from or to their
effective dates of acquisition or disposal. The equity
and net income attributable to minority shareholders’
interests, representing the interests of outside
shareholders, are shown separately in the Group's

balance sheet and income statement, respectively.

A nnual
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003

BHE—

3.

94

EE=F=FH=1—HIFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Peace

Basis of consolidation (Continued)

Intragroup balances and transactions and resulting
unrealized profits are eliminated in full. Unrealized losses
resulting from intragroup transactions are eliminated
unless cost cannot be recovered. Consolidated financial
statements are prepared using uniform accounting
policies for like transactions and other events in similar

circumstances.

In the Company’s financial statements, investments in
subsidiaries are carried at cost less any accumulated
impairment losses. The results of the subsidiaries are
included in the income statement to the extent of

dividends received and receivable.

Associates and jointly controlled entities

An associate is a company, not being a subsidiary or a
joint venture, in which an equity interest is held, or the
long-term and significant influence is exercised in its
management. A jointly controlled entity is an entity
which operates under a contractual arrangement
between the group or company and other parties, where
the contractual arrangement established that the group
or company and one or more of the other parties share

joint control over the economic activity of the entity.

The consolidated income statement includes the Group's
share of the results of associates and jointly controlled
entities for the year, and the consolidated balance sheet
includes the Group's share of the net assets or liabilities of
the associates and jointly controlled entities and also
goodwill/negative goodwill (net of accumulated amortization

and accumulated impairment losses) arising on acquisition.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE-ST=F=A=1—HLFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Associates and jointly controlled entities
(Continued)

In the Company’s balance sheet, the investments in
associates and jointly controlled entities are stated at
cost less provision for impairment losses. The results of
associates and jointly controlled entities are accounted
for by the Company on the basis of dividends received

and receivable.

Goodwill

Goodwill arising on acquisition of subsidiaries represents
the excess of the cost of acquisition over the Group's
interest in the fair values of the identifiable assets and
liabilities of the subsidiaries at the date of acquisition.
Goodwill is carried at cost less accumulated amortization
and accumulated impairment losses. Goodwill is
capitalized and amortized on a straight-line basis over
the shorter of its estimated useful life or 20 years. The
amortization charge for each period is recognized as an

expense.

Goodwill arising from transactions completed prior to 1
April, 2001 is written off directly against reserves and is
reduced by impairment losses. Any impairment loss

identified is recognized as an expense.

Notes to the Financial Statements B4R &5t
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Peace

Goodwill (Continued)

On disposal of an interest in a subsidiary, the attributable
amount of goodwill not previously amortized through
the consolidated income statement or which has
previously been dealt with as a movement on group
reserves is included in the calculation of the profit or

loss on disposal.

Negative goodwill

Any excess, as at the date of the transaction, of the
Group's interest in the fair values of the identifiable
assets and liabilities acquired over the cost of the

acquisition, should be recognized as negative goodwill.

Negative goodwill is recognized in the income statement

as follows:

(@) to the extent that negative goodwill relates to
expected future losses and expenses that are
identified in the Group’s plan for the acquisition
and can be measured reliably, that portion of
negative goodwill is recognized as income when

the future losses and expenses are recognized.

(b)  the amount of negative goodwill not exceeding
the fair values of acquired identifiable non-
monetary assets is recognized as income on a
systematic basis over the remaining weighted
average useful life of the identifiable acquired

depreciable/amortizable assets.

M ar k (Holdings)

Limited H®%F

TEETHRERE (&

(c)

BE (')
HEMBARZERE - ZALAR
PR BERTHEHLZAMENE

EEBET AR AREEHE
B DA ALERZESA -

aEE
ARBEAKSERERKE B MR
b EREERRE L ATE
B A 2 2

BRENERSERT AT AR

7
e

@) WERBMENEAKEUNRE
AEFEEA RENEEE
CERPAREBEBRAXA
B 2B ERETINE
ROR SR B 18 I B 2 B R AR S
WA e

(b) FLAEBABEARERZIE
EREEZAVEEZERD
B IRAERZERBAR
EREHFTE BHEZHT
MEFHERFHAN - BE
IR ARA -

(&£®) R 2F



FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Negative goodwill (Continued)

(c)  the amount of negative goodwill in excess of the
fair values of acquired identifiable non-monetary

assets is recognized as income immediately.

Negative goodwill arising on the acquisition of an
associate is deducted from the carrying amount of that
associate. Negative goodwill arising on the acquisition
of subsidiaries is presented separately in the balance

sheet as a deduction from assets.

Investments in securities

Investments in securities are recognized on a trade-date
basis and are initially measured at cost. At subsequent
reporting dates, debts securities that the company has
the expressed intention and ability to hold to maturity
(held-to-maturity securities) are measured at amortized
cost, less any impairment loss recognized to reflect
irrecoverable amounts. Any discount or premium on the
acquisition of a held-to-maturity security is aggregated
with other investment income receivable over the term
of the instrument so that the revenue recognized in
each period represents a constant yield on the

investment.

Investments other than held-to-maturity debt securities
are classified as securities for trading purposes and other

securities.

3.
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Peace

Investments in securities (Continued)

Where securities are held for trading purposes,
unrealized gains and losses are included in net profit or
loss for the year. For other securities, unrealized gains
and losses are dealt with in equity, until the security is
disposed of or is determined to be impaired, at which
time the cumulative gain or loss is included in net profit

or loss for the year.

Fixed assets and depreciation

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

an additional cost of the fixed asset.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE-ST=F=A=1—HLFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)

Fixed assets and depreciation (Continued)

Advantage has been taken of the transitional relief
provided by paragraph 80 of SSAP 17 (Revised)
“Property, plant and equipment” from the requirement
to make regular revaluations of the Group’s land and
buildings which had been carried at revalued amounts
prior to 30 September, 1995, and accordingly no further
revaluation of land and buildings is carried out. In
previous years, surplus arising on the revaluation of these
assets was credited to the revaluation reserve. Any future
deficit in value of these assets will be dealt with as an
expense to the extent that they exceed the balance, if
any, on the revaluation reserve relating to a previous
revaluation of the same asset. On the subsequent sale
or retirement of a revalued asset, the attributable

revaluation surplus is transferred to accumulated profits.

Depreciation is provided to write off the cost or valuation
of fixed assets over their estimated useful lives. With
effect from 1 April, 2002, the Group revised the annual
depreciation rates and the depreciation method of
certain categories of fixed assets corresponding to the
change in estimate of the useful lives and the expected
pattern of consumption of economic benefits of those
fixed assets as set out below. The directors believe that
the change in accounting estimate will result in more
appropriate presentation of events and transactions in

the financial statements.
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3.
(Continued)

(f)

Peace

Fixed assets and depreciation (Continued)

Freehold land
KAFERETH

Leasehold land

MEL#

Buildings

Leasehold improvements

HENERE

Other assets

HEE

2003

Nil

Over the term of lease

EHEHFH

2% straight line method or
over the term of lease
whichever is shorter

BREREZ2%SRBHFH
ABEE RB%E)

20% reducing balance method

WIERERBIEZ220%

20% reducing balance method

RIERERBIEZ220%

As a result of this change in accounting estimate, the

Group's profit for the year has been increased by

HK$7,549,000.

The useful lives of assets and depreciation method are

reviewed periodically.

The gain or loss arising on the disposal or retirement of

a fixed asset is the difference between the net sale

proceeds and the carrying amount of the relevant asset,

and is recognized in the income statement.
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2002

Nil

Over the term of lease

BHENOFH

2% - 4% straight line method

REREZ2% - 4%

2% - 20% straight line method

REEELZ2% - 20%

20% straight line method
BREAEL20%
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f)

Fixed assets and depreciation (Continued)

Properties under construction are stated at cost less
accumulated impairment losses. This includes cost of

construction, plant and equipment and other direct costs.

Properties under construction are not depreciated until
such time as the assets are completed and ready for

their intended use.

Intangible assets

Intangible assets are measured initially at cost. Intangible
assets are recognized if it is probable that the future
economic benefits that are attributable to the asset will
flow to the enterprise, and the cost of the asset can be

measured reliably.

Subsequent expenditure on an intangible asset after its
purchase or its completion is recognized as an expense
when it is incurred unless it is probable that the
expenditure will enable the asset to generate future
economic benefits in excess of its originally assessed
standard of performance and can be measured and
attributed to the asset reliably in which case it will be

added to the cost of the intangible asset.

After initial recognition, intangible assets are measured
at cost less accumulated amortization and any

accumulated impairment losses.
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

3.

102

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Intangible assets (Continued)

Intangible assets mainly comprise the following:

(i)

(i)

(iif)

Technical know-how

The costs of acquiring technical know-how in
connection with product development for the
licensed products manufactured by the Group are
capitalized and amortized on a straight-line basis

over the terms of the relevant licenses.

Licenses

The cost of licenses represents the upfront cost
payable and is amortized on a straight-line basis
from the date of commencement of its economic

use to the end of the terms of the licenses.
Trademark

Trademark is stated at acquisition cost and is
amortized on a straight-line basis over its expected

future economic life of 20 years.

The amortization period and the amortization
method are reviewed annually at each financial

year end.

(h) Impairment of assets

At each balance sheet date, the Group assesses whether

there

is any indication that fixed assets, intangible assets,

interests in subsidiaries, interest in an associate and

interest in a jointly controlled entity have suffered an

impairment loss. If such an indication exists, the

recoverable amount of the asset is estimated in order

to determine the extent of the impairment losses, if

any.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h)

Impairment of assets (Continued)

The recoverable amount is the higher of the net selling
price and value in use of an asset. The net selling price
is the amount that could be obtained from the sale of
an asset in an arm’s length transaction less the costs of
the disposal, while value in use is the present value of
estimated future cash flows expected to arise from the
use of the asset and from its disposal at the end of its

useful life.

If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount.
Impairment losses are recognized as an expense
immediately, unless the relevant asset is carried at
revalued amount, in which case the impairment loss is
firstly charged against the related revaluation reserve to
the extent of the amount held in the revaluation reserve

with any excess recognized as an expense.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, which is restricted
to the carrying amount that would have been determined
had no impairment loss been recognized for the asset
in prior years. A reversal of an impairment loss is
recognized as income immediately, unless the relevant
asset is carried at a revalued amount, in which case the
reversal of the impairment loss is treated as a revaluation

increase.
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

3.

104

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Peace

Inventories

Inventories are stated at the lower of cost and net
realizable value. Cost, calculated on the first-in first-out
basis, comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to
their present location and condition. Net realizable value
is the estimated selling price in the ordinary course of
business less the estimated costs of completion and the

estimated costs necessary to make the sale.

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

which the reversal occurs.

Deferred taxation

Deferred taxation is provided under the liability method
in respect of timing differences between profit as
computed for taxation purposes and profit as stated in
the financial statements to the extent that it is probable
that a liability or an asset will crystallize in the

foreseeable future.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k)

Foreign currencies

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

income statement.

On consolidation, the transactions of overseas
subsidiaries, associate and jointly controlled entity are
translated into Hong Kong dollars at an average rate
whilst the balance sheets are translated at the applicable
rates of exchange ruling at the balance sheet date. The
resulting translation differences are included in the

exchange fluctuation reserve.

Provisions and contingencies

A provision is recognized when the Group has a present
legal or constructive obligation as a result of a past
event, it is probable that an outflow of resources
embodying economic benefits will be required to settle
the obligation, and a reliable estimate of the amount of
obligation can be made. Expenditures for which a
provision has been recognized are charged against the
related provision in the year in which the expenditures
are incurred. Provisions are reviewed at each balance
sheet date and adjusted to reflect the current best
estimate. Where the effect of the time value of money
is material, the amount provided is the present value of
the expenditures expected to be required to settle the

obligation.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Peace

Provisions and contingencies (Continued)

Contingent liabilities are not recognized in the financial
statements. They are disclosed unless the possibility of
an outflow of resources embodying economic benefits
is remote. A contingent asset is not recognized in the
financial statements but disclosed when an inflow of

economic benefits is probable.

Revenue recognition

Provided it is probable that the economic benefits
associated with a transaction will flow to the Group
and the revenue and costs, if applicable, can be
measured reliably, revenue is recognized on the following

bases:

(i)  Sale of goods

Revenue is recognized when the significant risks
and rewards of ownership of goods have been

transferred to the customers.

(i)  Rendering of services

Service income is recognized as services are

rendered.

(iii)  Rental income

Rental income is recognized on a straight-line basis

over the respective terms of the leases.

(iv) Interest income

Interest income is recognized on a time proportion
basis on the principal outstanding and at the rates

applicable.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Revenue recognition (Continued)

(v)  Sale of investments in securities

Sale proceeds of investments in securities are
recognized on a trade-date basis when contracts

are executed.

Leases

Finance leases
A finance lease is a lease that transfers substantially all
the risks and rewards incident to ownership of an asset.

Title may or may not eventually be transferred.

The Group recognizes finance leases as assets and
liabilities in the balance sheet at amounts equal, at the
inception of the lease, to the fair value of the leased
property or, if lower, at the present value of the
minimum lease payments. In calculating the present
value of the minimum lease payments the discount factor
used is the interest rate implicit in the lease, when it
can be determined. Otherwise, the Group’s incremental
borrowing rate is used. Initial direct costs incurred are
included as part of the asset. Lease payments are
apportioned between the finance charge and the
reduction of the outstanding liability. The finance charge
is allocated to periods during the lease term so as to
produce a constant periodic rate of interest on the

remaining balance of the liability for each period.

A finance lease gives rise to depreciation expense for
the asset as well as a finance cost for each accounting
period. The depreciation policy for leased assets is the

same as that for depreciable assets that are owned.
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
—FF=F=H=—HLFE

gzEx—

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n)

Peace

Leases (Continued)

Operating leases

An operating lease is a lease other than a finance lease.

Leases of assets under which substantially all the risks
and rewards of ownership are retained by the lessor are
classified as operating leases. Lease payments under an
operating lease are recognized as an expense on a

straight-line basis over the lease term.

Off balance sheet financial instruments

Off balance sheet financial instruments arise from swap
transactions undertaken by the Group in the interest

rate markets.

The accounting for these instruments is dependent upon
whether the transactions are undertaken for trading

purposes or to hedge risk.

Transactions undertaken for trading purposes are marked
to market and the gains or losses arising are recognized
in the income statement. Transactions designated as
hedges are valued on an equivalent basis to the assets,
liabilities or net positions that they are hedging. Any
profits or losses are recognized in the income statement
on the same basis as those arising from the related
assets, liabilities or net positions. Unrealized gains on
transactions which are marked to market are included
in “Trade and other receivables” in the balance sheet.

Unrealized losses on transactions which are marked to

market are included in “Trade and other payables”.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE-ST=F=A=1—HLFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p) Employee benefits

(i)

(ii)

Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognized 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 recognized until the time of leave.

Retirement benefits

The Group contributes to a defined contribution
retirement scheme which is available to all
employees. Employees are required to contribute
each month an amount equal to 5% of the basic
monthly salary and contributions are made by the
employer at 5% of the employee’s basic monthly
salary. The assets of the scheme are held separately
from those of the Group in an independently
administered fund. The Group's contributions to
this scheme are expensed as incurred and may be
reduced by contributions forfeited by those
employees who leave the scheme prior to vesting

fully in the contributions.
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p) Employee benefits (Continued)

(ii)

Peace

Retirement benefits (Continued)

A mandatory provident fund scheme (MPF) was
established under the MPF Ordinance in December
2000. Since the Company has obtained exemption
for its existing retirement schemes, all staff were
offered the choice of switching to the MPF scheme
or staying in existing schemes. Where staff elected
to join MPF, both the Company and staff are
required to contribute 5% of the employees’
relevant income (capped at HK$20,000 per
month). Staff may elect to contribute more than
the minimum as a voluntary contribution. The
Group's contributions to this mandatory provident

fund scheme are expensed as incurred.

The Group also contributes to employees pension
schemes established by municipal government in
respect of certain companies in Mainland China.
The municipal government undertakes to assume
the retirement benefit obligations of all existing
and future retired employees of the Group.
Contributions to these schemes are charged to

the income statement as incurred.
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Notes to the Financial Statements B4R &5t

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3. TEEHEHRBE (&

(Continued)
EERA (&)
(iii)  FERRIEFT

(p) Employee benefits (Continued) (p)

(ifi)  Share option scheme

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

deleted from the register of outstanding options.
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003

gzEx—

—EE-F-F=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q)

Pl Peace

Related parties

Two 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.

Cash equivalents

Cash equivalents are short-term, highly liquid
investments which are readily convertible into known
amounts of cash without notice and which were within
three months of maturity when acquired, less advances
from banks repayable within three months from the
date of the advance. Cash equivalents include

investments and advances denominated in foreign

currencies provided that they fulfill the above criteria.

Segments

A segment is a distinguishable component of the Group
that is engaged either in providing products (business
segment), or in providing products within a particular
economic environment (geographical segment), which
is subject to risks and rewards that are different from
those of other segments. In accordance with the Group's
internal financial reporting, the Group has chosen
business segment information as the primary reporting
format and geographical segment information as the

secondary reporting format.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE-ST=F=A=1—HLFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

Segments (Continued)

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis to
that segment. Segment revenue, segment expenses and
segment performance include transfers between
segments. Such inter-segment pricing is based on similar
terms as those available to unaffiliated customers for
similar products. Those transfers are eliminated upon

consolidation.

Segment capital expenditure represents the total cost
incurred during the year to acquire segment assets (both
tangible and intangible) that are expected to be used

for more than one period.

Unallocated items mainly comprise financial and
corporate assets and liabilities, interest-bearing loans,

borrowings and corporate and financing expenses.

SEGMENT INFORMATION

In accordance with its internal financial reporting policy, the

Group has determined that business segments should be

presented as primary reporting format. However, business

segments are not presented because the Group's turnover

and operating profit were contributed solely by manufacture,

trading, distribution and related service income of timepiece

products.

Geographical segments are presented as secondary reporting

format, segment revenue is based on the final destination of

goods sold. There are no sales between the segments.
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

4. SEGMENT INFORMATION (Continued) 4. DWEHR (&
Segment assets and capital expenditure are based on the DHEERERAT INEEBAEERR
geographical location in which the assets are located at the e [ 7R B AE o

balance sheet date.

2003
Segment Capital
Turnover  Segment results assets expenditure
EEL PHEE THEE EREY
HKS$ 000 HK$'000 HK$'000 HKS$000
TET FET FET FET
United States of America EJ5 568,502 74,919 175,194 686
Asia S 301,038 39,166 970,938 69,679
Europe BN 210,391 28,403 52,478 5,110
Latin America T EM 39,168 7,156 24,112 -
1,119,099 149,644 1,222,122 75,475
Other revenue Ho iz 19,668
Unallocated expenses RPBRX (75,683)
Finance costs B A (13,407)
Share of loss of a jointly controlled entity ~ FE{5—£R#EHC£HE (6,194)
Profit before taxation B i A A 74,028
Unallocated assets KOREE 60,911
Total assets BEE 1,283,633
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Notes to the Financial Statements B4R &5t

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

4. SEGMENT INFORMATION (Continued) 4. DEER (&)
2002
Segment Capital
Turnover — Segment results assets expenditure
et PEEE PHEE BARY
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
United States of America EJE 508,467 61,063 108,886 -
Asia b 222,542 26,671 78,739 39,208
Europe BN 206,001 24,725 617,580 83,834
937,010 112,459 805,205 123,042
Other revenue Hthlis 12,915
Unallocated expenses AAREZ (76,403)
Finance costs BT RK A (9,264)
Profit before taxation BBt AnE 7 39,707
Unallocated assets KOREE 196,643
Total assets BEE 1,001,848
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

5. TURNOVER AND OTHER REVENUE 5. EXBRHMWE
(@) Turnover (a) X%
Turnover represents the amounts received and receivable EEBENEFARNEERIREP
for goods sold, less discounts and returns, and for EEHBRIMERE RIBH®RE 2
services rendered by the Group to outside customers B K e IR o
during the year.
(b) Other revenue (b) Hflukzm
2003 2002
HK$'000 HK$'000
FET FAT
(Restated)
(BE5)
Interest income FEWA 5,128 5,090
Rental income He WA 4,130 1,252
Realization of negative goodwill BlEER 4,101 -
Exchange gain G 1,523 2,917
Sundry income KA 4,786 3,656
19,668 12,915
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Notes to the Financial Statements B4R &5t

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

6. PROFIT FROM OPERATIONS 6. RKEHRF
Profit from operations has been arrived at after charging the s A E R T 5B IE
following:
2003 2002
HK$'000 HK$'000
FET FET
Auditors’ remuneration ZEEE &
— Current year —REE 908 762
— Underprovision in prior years —UREFEERETR 35 50
Depreciation of tangible fixed assets BEVEEEENE
- Owned assets -HEEE 34,857 29,060
— Assets under finance leases -HEHEEE 1,454 2,380
Amortization of intangible assets BHELEE 5,399 3,344
Amortization of goodwill 72 55 719 617
Loss on disposal of investments in securities H&FA5RE EE - 10,823
Staff costs, including directors’ emoluments ETHKA (RIEEEME)
—  Wages, salaries and benefits in kind I8 HeLkEYADS 44,846 39,954
—  Pension costs: defined contribution BRI — EREERETE
plans, net of forfeited contributions AR B R U fit 3R
(note 9) (H1i9) 1,080 923
Minimum lease payment in respect of RBELEREYE 2 RIE
properties under operating leases HEFIE 1,079 447
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

7. FINANCE COSTS 7. BB
2003 2002
HKS$'000 HK$°000
FET THET
Interest on: A

Term loans, syndicated loan and BERAFRAZHERE L

bank overdrafts wholly repayable EHER  BEER
within five years RIB1TEX 13,286 9,084
Obligations under finance leases B e EAE 121 180
13,407 9,264

8. DIRECTORS’ AND EMPLOYEES" EMOLUMENTS

Particulars of the Directors’ and the five highest paid

(a)

8. EEREEMS

EERAUERTMEE ZMEFEN

employees’ emoluments are as follows: T 8
Directors’ emoluments (a) EEME
2003 2002
HK$'000 HK$'000
FET FET
Directors’ fees: EEHE
- Executive —HIES = =
— Non-executive —FHTES 250 190
250 190
Other emoluments (Executive Directors): Hn B4 (BTE%)
Salaries and other benefits He R EMEH 3,500 3,744
Pension scheme contributions RIREFTEI TR 156 156
3,656 3,900
3,906 4,090

Peace M ar k

(Holdings)

Limited H®%F

(&£®) R 2F



Notes to the Financial Statements B4R &5t

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

8. DIRECTORS AND EMPLOYEES EMOLUMENTS 8. EEREEMSE (&)

(Continued)

During the year, 7,820,000 options (2002: Nil) were FR - ARFAREERESERT
granted to three Directors of the Company under the = REE7,820,0000 BE (= Z
Share Option Scheme (Note 30). The emoluments of ToF:m) (530 - EFH&

the Directors are within the following bands: NFETFEE :
2003 2002
Number of Number of
Directors Directors
EZAY EEIN
Nil to HK$1,000,000 £ %1,000,0007 1T 8 10
HK$1,000,001 to HK$ 1,500,000 1,000,001 7L & 1,500,00078 7T 1 1
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

DIRECTORS" AND EMPLOYEES' EMOLUMENTS 8.

(Continued)

(b) Employees’ emoluments

During the year ended 31 March, 2003, the five highest

paid individuals included three Directors (for the year

ended 31 March, 2002, the five highest paid individuals

included four Directors), details of whose emoluments

are set out in note 8(a) to the financial statements above.

The emoluments of the remaining individuals for the

year are as follows:

ESkEEME (&

A=+—HL#F
B ANGRHATHEE=NE

#=A=+—8H
EFE  AfusmH ALHERmA
REZR)  HMeFHBHN £
BwEM T8 c FREBALLZ
MemT :

2003 2002

HK$'000 HK$'000

FET FET

Salaries and other benefits He R EMEH 1,575 650
Pension scheme contributions LN 19 12
1,594 662

The emoluments of the two (2002: one) individuals ML (=

with the highest emoluments are within the following ENFTINEE -

bands:

T —f)RSHEMIALZH

2003 2002

Number of Number of

individuals individuals

A A&

Nil to HK$ 1,000,000 % 1,000,00058 7T, 1 1
HK$1,000,001 to HK$1,500,000 1,000,001 7L £ 1,500,000/ JT 1 =
2 1

Peace M ar k

(Holdings)
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

9. RETIREMENT BENEFIT SCHEME COSTS 9. ERAKEBRIGFEIRA
Retirement benefit scheme costs amounting to HK$1,102,000 AEBFAXN 2 BRRBHNFEKER
(2002: HK$996,000) were paid by the Group during the year. 1,102,000 7T (ZZ T = F : 996,000/
Forfeited contributions totalling HK$22,000 (2002: HK$73,000) TT) © FRB Rz A 22,0005 7T
were refunded during the year. (ZEZT=F : 73,00087) B FRE °
10. PROFIT ATTRIBUTABLE TO SHAREHOLDERS 10. BREREAGEF
Of the Group's profit attributable to shareholders, a profit of A& B 2 IR s FI| P /2%140,363,000
HK$40,363,000 (2002: loss of HK$15,342,000) has been dealt BILZRA (ZFE ZF ¢ 15,342,000%
with in the financial statements of the Company. TZEBE)ERARR 2 BHREFE
38 o
11. TAXATION 11. BIE
(@) Taxation in the consolidated income statement (@) HEHZEMERAZFIEE
represents:
2003 2002
HKS$'000 HK$'000
FHET TFET
Hong Kong Profits Tax BENEH
Current year REF 4,119 2,868
Underprovision in prior year BEFEREBENR 516 56
Deferred taxation (Note 27) EERIE (Mat27) 3,360 1,653
7,995 4,577
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Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

11. TAXATION (Continued) 1. BiE (&)
(b) Tax payable in the consolidated balance sheet (b) HEEEERRAZENRIAS :
represents:
The Group
rEE
2003 2002
HK$000 HK$°000
FET F&T
Hong Kong Profits Tax EBFIEH
Provision for Hong Kong profits REEBANEH
tax for the year BE 4,119 2,868
Provisional profits tax paid ERZEHMER (473) (1,402)
Balance of profits tax payable in FEERMMER
respect of prior year HE R 558 770
4,204 2,236
Hong Kong Profits Tax is calculated at the prevailing BB NGB AR E E 5 ERTDR
rate of 16% (2002: 16%) on the estimated assessable MIRBITHERI16% (ZTEE_F -
profits for the year. 16%) 5t & °
Details of deferred taxation are set out in note (27) to BREERE FBANTBRE
the financial statements. BiaE27 o
12. DIVIDENDS 12. RE
2003 2002
HK$'000 HK$'000
FET FHET
Interim dividend of HK1.5 cents per share A EAR% B & /% 1.5/8 11l
(2002: Nil) (T : #&) 8,276 —
Final dividend of HK1.5 cents per share KRR S E AR5
(2002: Nil) (T % : #&) 9,463 -
17,739 -

WPl Peace Mark (Holdings) Limited BEEF (£®M) R 27




Notes to the Financial Statements B4R &5t

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

12. DIVIDENDS (Continued) 12. RE (&)
A final dividend in respect of 2003 of HK1.5 cents per share REERE  EZCRBRE_TT=F
amounting to approximately HK$9,463,000 was proposed by ERBAKRBEFSRIEWN  BFELH
the Directors after the balance sheet date. The proposed 9,463,000 7T ° B K& ARSI &EA
dividend has not been accounted for until it is approved at R EEERERRAFAS HEE -

the forthcoming Annual General Meeting.

13. EARNINGS PER SHARE 13. BREF
The calculation of the basic and diluted earnings per share is FRERREERZF THIRE T EE T
based on the following data: g:
2003 2002
(Restated)
(BE5)
(a)  Basic earnings per share FREXZF
Profit attributable to shareholders H% B P& A )4 A
(in HK$'000) (F#&mT) 58,199 36,397
Weighted average number of shares A& {3 il F15&
(in '000) (F&) 421,755 200,186
Basic earnings per share (cents) FRERZF (L) 13.80 18.18
(b)  Diluted earnings per share FREER T
Profit attributable to shareholders % B FE {1 V4 A
(in HK$'000) (F#&7T) 58,199 36,397
Weighted average number of shares A& {3 N4 -F 152
(in '000) (F3h) 421,755 200,186
Potential dilutive shares (in ‘000) BIEEER M (T 428 =
Adjusted weighted average number 4% S EE NiE T 15 £
of shares (in ‘000) (F&h) 422,183 200,186
Diluted earnings per share (cents) GREE AR () 13.79 N/A 38 F
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

14.

124

RELATED PARTY AND CONNECTED TRANSACTIONS

On 6 June, 2002, A-ONE INVESTMENTS LIMITED (”A-ONE"),
an investment holding company which is owned as to 50.45%
by Mr. Chau Cham Wong, Patrick and 49.55% by Mr. Leung
Yung, entered into an underwriting agreement (the
“Underwriting Agreement”) with the Company regarding the
rights issue of the Company. Since A-ONE is an associate of
both Mr. Chau Cham Wong, Patrick and Mr. Leung Yung
who are the substantial shareholders and executive directors
of the Company, the Underwriting Agreement is a connected
transaction for the Company which is exempted from
shareholders’ approval requirements pursuant to Rule
14.24(b)(c) of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited.

On 28 August, 2001, EganaGoldpfeil has reached an
agreement with United Success Enterprises Limited (“United
Success”), a company wholly owned by Mr. Leung Yung, for
the sale of 367,830,000 shares (or equivalently 18,391,500
shares after the share consolidation on 25 January, 2002
whereby every 20 issued shares were consolidated into 1
consolidated share) of par value of HK$0.10 each which
represents approximately 10% of the share capital of the

Company at a consideration of HK$49,800,000.

Peace M ar k (Holdings)

14.

Limited H®%F

BBMATIREBERS
R-ZFE_FXAAA AHEEEER
IR S5 BIBEA50.45% K 49.55% &
Z B R A B A-ONE INVESTMENTS
LIMITED ([A-ONEJ) EAREE g AR 7] 2
R EEM A —HBH R ([0 G
#]) - ARA-ONERAAA R Z FEREHR
HITESEARREERRREECHEA
T BRHEBZRARARZHERS %
BRGDRBEEEHERIMAERAAF
% EMRAIE14.24(0)(c) 1 EE R IE A
Rk -

R_ZEZ-—FNA-Z+NBH
EganaGoldpfeill ER R EE 2 BRABZ R
AJUnited Success Enterprises Limited
(TUnited Success]) K — R - JARK
{849,800,00078 7T ! &367,830,000/% &
REE0. 10 T2y (REER —FF
“E-RAZT+aBETRRHEH - 820
BEETROEH RS —RAHERMNEZ
18,391,5008 B f7) » AR BERAL
10% °
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

14.

RELATED PARTY AND CONNECTED TRANSACTIONS
(Continued)

Upon completion of the sale of said shares in the issued share
capital of the Company by EganaGoldpfeil to United Success,
the shareholding held by EganaGoldpfeil and its associates (as
defined in the Listing Rules) in the Company was decreased
from approximately 16.5% to approximately 6.5%. Thereafter,
that is effective from 28 August, 2001, EganaGoldpfeil ceased
to be connected party to the Company under the Listing Rules
and the trading transactions between the Group and
EganaGoldpfeil do not constitute connected transactions of

the Group.

Pursuant to SSAP 20, 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. After the
sale of the shares by EganaGoldpfeil to United Success,
EganaGoldpfeil was ceased to be related party to the Company,

also on 28 August, 2001.

14.

A nnual

Notes to the Financial Statements B4R &5t

ABALREERS (£)

EganaGoldpfeil 52X 4] United Successiti &
ARABEBITRAD Z LR H1Z -
EganaGoldpfeil R KB A+ (X R LT
RADRARR Z I HE - B#H16.5% FEk
EH6.5% 1% MR-_TT—F)\A
—+/\H# - EganaGoldpfeil R E AR A
ARE ETARRCBEAL - MARAR
EganaGoldpfeil 2 i 2 %X 5 I DK
AEEZHERS -

BREGFTERERE20%  WMEP—F
AR NEEIREESN S - H5—
HEFLHBREEREREITEEKR
v BN B/ BBBAL-
EganaGoldpfeilMUnited Successit & %
31 + EganaGoldpfell MR =T Z—F N\
AZ+NBTABRRRAIZHEBAL -
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

14. RELATED PARTY AND CONNECTED TRANSACTIONS

(Continued)

During the year, the Group had the following material

transactions with its related parties:

Sale of goods to EganaGoldpfeil

[AIEganaGoldpfeil &

and its subsidiaries HitBRRHER
Purchase of raw materials from [RIEganaGoldpfeil &
EganaGoldpfeil and its subsidiaries HIfBAREER
Rental income from a subsidiary [AIEganaGoldpfeilZ
of EganaGoldpfell IR RWERES
Trade purchases from a jointly A — £ EE S b2
controlled entity EH B 5 5KE
Rental income from a jointly ) — L[R2 ) 1B 25
controlled entity WERAE € WA
Notes:
() Sale and purchase transactions with EganaGoldpfeli and its subsidiaries

were in relation to timepiece related transaction and were effected on

normal commercial terms.

(ii) The rental income is in relation to the letting of the factory premises of

the Group in the PRC for the production activities of EganaGoldpfeil’s

leather business. The rental income was negotiated at arm'’s length.

(iii) These transactions are conducted on the basis determined by parties

concerned.

Wl Peace Mark

(Holdings)

Limited

14.

[m}
an

#t

LN

HE F

ABALREERS ()

<FH

t

><\

(i)

(i)

(i)

(iif)

(iif)

fifat :

(ii)

(iii)

AR
\%:

i

HEMBRARTUNTERXR

2003 2002
HK$ 000 HK$000
FET FE T
= 6,462

= 48

= 347

6,089 =
2,652 =

HiEganaGoldpfell REMBARIETZEE
RETIEREFEBRERS  WIRIE
P SRR AT o

HE WA KA & B AT AR B2 B

E%#EganaGoldpfeil 27 B4 EEK{E
Ao BEWAMRERERAR -

WERGTRTNE T REE 2 BEHET -
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FOR THE YEAR ENDED 31 MARCH, 2003
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15.

Notes to the Financial Statements B4R &5t

FIXED ASSETS 15. BIE&EE
The Group
A%
Properties Freehold and Leasehold
under  Leasehold improve- Plant and
construction  properties ments  machinery Other assets Total
HE KAEER HE BERE
ME HEWE UERE RKE HtEE @5t
HK$'000 HK$'000 HK$'000 HK3$000 HK$'000 HK$'000
FET FET FET FBT FET T8
Cost or valuation B A fh B
As at 1 April, 2002 RZTE-F
mA—H 35,577 111,516 67,780 154,335 21,223 390,431
Additions NE - 20,550 42,412 13,352 25,362 101,676
Disposals & - - = (1,649) (520) (2,169)
Reclassification BENAE (35,577) 72,615 (37,038) — - —
As at 31 March, 2003 RZZTT=F
—A=t+—H = 204,681 73,154 166,038 46,065 489,938
Comprising B
At valuation fhfE - 14,000 - - - 14,000
At cost 2% - 190,681 73,154 166,038 46,065 475,938
As at 31 March 2003 R-ZZT=F
=A=+—H = 204,681 73,154 166,038 46,065 489,938
Accumulated depreciation BIEFE
As at 1 April, 2002 RZTTZF
mMA—A = 9,236 17,409 55,609 15,235 97,489
Provided for the year —~ REEZ B = 4,858 7,610 21,235 2,608 36,311
Eliminated on disposal & B i 8 - - - (679) (253) (932)
As at 31 March, 2003 RZZZT=F
—A=t+—H = 14,094 25,019 76,165 17,590 132,868
Carrying value BREE
As at 31 March, 2003 RZZTT=F
—A=+—H = 190,587 48,135 89,873 28,475 357,070
As at 31 March, 2002 RZZTZT_4F
=H=+—H 35,577 102,280 50,371 98,726 5,988 292,942
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15.

128

FIXED ASSETS (Continued)

One of the leasehold properties of the Group was revalued as
at 31 March, 1995, on an open market value basis by Messrs.

Jones Lang Wooton Limited, independent registered surveyors.

At 31 March, 2003, had the leasehold properties of the Group
been carried at historical cost less accumulated depreciation,
their carrying value would have been approximately

HK$185,996,000 (2002: HK$93,723,000).

The carrying value of the leasehold properties includes an

amount of approximately HK$49,418,000 (2002:
HK$43,267,000) in respect of an industrial waste management

system implemented in an electroplating factory of the Group.

The carrying value of properties held by the Group comprises:

15.

BE&E (&)
AEERT - ERENERBL NS
ARETERAFZ-NANEFZA=T
— Bz ARTEEEE -

R-EE=F-A=+—-0  MAEEA
EYMEZERBERABERRERZBITE -
FIZEHENECEREAERNA
185,996,000 T (= F T — &
93,723,000/ 7T) °

HEVEEHFELREAEBEER

R 7 TERBERETE Z44949,418,0007%5
T(ZEE =4 : 43,267,0007T) ©

AEEMBYELERERS

The Group
TEE
2003 2002
HK$°000 HK$'000
FET FHET
Leasehold properties: HEME
Held in Hong Kong, medium-term leases REBRTHANERE 15,956 16,343
Held in People’s Republic of China, R E AR EFBIZ
medium-term leases REELGEE 169,802 83,902
Freehold properties: KAEREYE
Held outside Hong Kong NEBAIMNLEE R 4,829 2,035
190,587 102,280

Peace M ar k (Holdings)
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15. FIXED ASSETS (Continued)

16.

15. BIEEE (&)
R-ZZ=E=f=1+—R0 A£EURH

As at 31 March, 2003, the carrying value of the Group's fixed

assets held under finance leases was approximately

HK$3,404,000 (2002: HK$776,000).

INTANGIBLE ASSETS

Notes to the Financial Statements B4R &5t

EHERACERERECRAENR
3,404,0008 7T (ZFF =% : 776,000/

L) °

16. B EE

The Group
x5E
Technical
Know-how License Trademark Total
THEAR e [ @t
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Cost B
As at 1 April, 2002 —“EE-FMWA—H 7,140 15,000 39,208 61,348
Additions 2 - - 22,460 22,460
As at 31 March, 2003 e R = 7,140 15,000 61,668 83,808
Amortization B
As at 1 April, 2002 —EE-&FPWHA—H 5,660 11,837 - 17,497
Provided for the year REERE 846 2,498 2,055 5,399
As at 31 March, 2003 —EE=F=f=+—H 6,506 14,335 2,055 22,896
Carrying value REFE
As at 31 March, 2003 —EE=F=A=1+—H 634 665 59,613 60,912
As at 31 March, 2002 —EE_F=f=+—H 1,480 3,163 39,208 43,851
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17(A). GOODWILL 17(A). B &
The Group
rEH
2003 2002

HK$'000 HK$'000

FET TE T
Cost B AR
At the beginning of the year F4 12,331 =
Additions 120 8,386 12,331
At the end of the year FR 20,717 12,331
Accumulated amortization EYt &
At the beginning of the year F) 617 -
Provided for the year FREE 719 617
At the end of the year FR 1,336 617
Carrying value BRE FHE
At the end of the year FHR 19,381 11,714
In the opinion of the Company’s Board of Directors, the ARREFEERR KRBT =F=A=
underlying value of goodwill as at 31 March, 2003 was not T-ARBZHEBABREDTIRERE
less than its carrying value. 8 -

Kl Pecace Mark (Holdings) Limited BEEF (£®M) R 27
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17(B). NEGATIVE GOODWILL 17(8). B & &
The Group
rEE
2003 2002
HK$000 HK$°000
FET F& T
Cost 5%
At the beginning of the year E47 = =
Additions 2 4,101 -
At the end of the year FR 4,101 =
Accumulated amortization R
At the beginning of the year F ) = =
Provided for the year F R = =
Realization for the year FRER 4,101 =
At the end of the year FR 4,101 -
Carrying value BREFHE
At the end of the year Fr - -
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18. INTERESTS IN SUBSIDIARIES 18. B A F#ER

The Company

P N/N|

2003 2002
HK$'000 HK$'000
FET FE T
Unlisted shares, at cost FEEmRMD - KA 51,398 51,398
Amounts due from subsidiaries JE W Bt B 2 B I8 686,320 577,275
Amount due to a subsidiary e — K WY B 2 Bl kI8 - (1)
737,718 628,672
The balances with subsidiaries are unsecured, non-interest HfB ARz & AEERR £ B REA

bearing and not repayable within the next twelve months. RARRTZEARER
As at 31 March, 2003, the underlying value of interests in R-ZBZ=F=A=+—0 24K
subsidiaries is, in the opinion of the Directors, not less than BRA#ERZBAEETD PR AR AR

the carrying value in the books of the Company. BANZREE -

kYA Pecace Mark (Holdings) Limited BEEF (£®M) R 27
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18. B A TR (&

ARAIR-_FE=F=A=+—HZZE

18. INTERESTS IN SUBSIDIARIES (Continued)

Details of the Company’s principal subsidiaries at 31 March,

2003 are as follows: fAEARFEMAT :
Issued and
fully paid Percentage of
Place of capitall equity interest Principal
incorporation/ registered held by place of Principal
Name of subsidiary registration capital the Company operation activities
AR/ BRIRAR ERAMEZ IE X
KWEARER By R/ EREA RERD EXhY %
Direct Indirect
¢ LS
% %
Aerostar Timewear British Virgin USs1 = 51 United States Timepiece trading
International Limited Islands Ordinary and marketing
ZERAES 1ZTERR *H BB RERE
Bensonic International British Virgin Us$100 = 51 United States Investment holding
Limited Islands Ordinary
ZERAES 100X & RR X REZR
Capricon Company British Virgin Us$100 = 100 The People’s Investment holding
Limited Islands Ordinary Republic of China
EBRNES 100X & RR PEARLNE RERR
Capricon Industrial The People’s HK$10,849,000 = 100 The People’s Property
(Shenzhen) Co., Ltd. Republic of China Republic of China investment
SEHER (R ARAF hEARATE 10,849,000/ hEARANE nERE
Cornell Worldwide British Virgin USs1 = 51 United States Timepiece trading
International Holdings Limited Islands Ordinary and marketing
ZERUES 1ZTERR *H BB RERE
Epoch World Company Taiwan NTD10,000,000 = 60 Taiwan Timepiece
LimitedA distribution, trading
and marketing
A #72%10,000,0007 RE B 85

i§i:3:
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Name of subsidiary

] PEEE

Fiorucci Timewear
(Far East) Limited

Fulltop Limited

Guangzhou Goldsmith
Timepieces Company Limited

ENEERHERAT

Guangzhou Watchsmith Timepieces

Servicing Company Limited

BMEEESEERR

Inter Mark Worldwide
Limited
SERRARAT

Peace

Place of
incorporation/
registration
AR/
B

British Virgin
Islands

RERUES
British Virgin
Islands

AERIES

The People’s

Republic of China

hEARKATNE

The People’s

Republic of China

REARANE

Hong Kong

B

(Holdings)
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18. INTERESTS IN SUBSIDIARIES (Continued)

Issued and

fully paid
capitall
registered

capital
BRARMR
R/ EREA

Us$1
Ordinary
IXTERR
Us$1
Ordinary

1ETEER

RMB500,000

AK#500,0007T

RMB100,000

AR%100,0007

HK$100
Ordinary
10078 L& RRK

Limited H®%F

18. MBATIERE (&

Percentage of
equity interest
held by

the Company
AREfEL
RERAL

Direct Indirect
Ef B
% %

= 100

= 100

= 100

(% ™)

Principal
place of

operation
IE
EXBH

Hong Kong

Bk

Switzerland

Wt

The People’s
Republic of China

hEARKATNE

The People’s
Republic of China

hEARANE

Hong Kong

B

ER 2T

Principal
activities
Iz
£

License
holding
RRRTE

Trademark and
property holding
BERNERE

Timepiece
wholesaling

and marketing

BafE R R

Provision of
after sales
service and
timepiece
components
REERRH
REHER

Timepiece distribution

i iloH
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18. INTERESTS IN SUBSIDIARIES (Continued) 18. iIB A RIHER (&)

Issued and
fully paid Percentage of
Place of capitall equity interest Principal
incorporation/ registered held by place of Principal
Name of subsidiary registration capital the Company operation activities
iR/ BROTRAE AREREL IE iE
KWEAREE BR Y R/ EREA RERAL EXuE %
Direct Indirect
E# A%
% %
Milus International S.A.A Switzerland CHF760,000 - 100 Switzerland Timepiece
manufacturing and
trading
Wt 760,005 LR Wt B RERES
Montana Timepieces Hong Kong HK$100 = 51 Hong Kong Timepiece
International Limited Ordinary trading and
marketing
B% 100ETEBR B B EHRER
Omni Watch & Clock State of New York, US$8,698,090 - 51 United States Timepiece
Co., LLC.A United States distribution, trading
and marketing
FEROM 8,698,090 T *H Bitnd 85
R#ER
Peace Mark (B.V.I.) Limited British Virgin HK$10,000 100 - British Virgin Investment holding
Islands Ordinary Islands
RERGES 1000087 LR ZBRUES REER
Peace Mark Limited Hong Kong HK$100 = 100 Hong Kong Timepiece
Ordinary trading and
HK$10,000 marketing
Non-voting
deferred*
BEENERAA &R 1008 E @R Bk B EHRERE
10,0007
BRERY
B *

A nnual

R epor t F§ 135




Notes to the Financial Statements B4R &5

FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

18. INTERESTS IN SUBSIDIARIES (Continued)

136

Name of subsidiary

] PEEE

PM License Management
Limited
FRAREEERAT

Pure Riches Industries
Limited

Sinotop Investment

Limited

Sky Type Limited

ZAERAA

Vico Industries Limited

World Grade Industries
Limited
tHEXER AR

Peace

M ar k

Place of
incorporation/

registration
AR/
B

British Virgin
Islands

RERIES

Hong Kong

British Virgin
Islands
RBRUES
Hong Kong

B

Hong Kong

B

Hong Kong

B

(Holdings)

Issued and

fully paid
capitall
registered

capital
BRARMR
R/ EREA

Us$100
Ordinary
100% 7T & B

HK$2,760,000
Ordinary

2,760,000/ 7T
Rk

Us§1
Ordinary
IXTERR

HK$10,000
Ordinary
10,0008 T 53R

HK$100
Ordinary

1008 T SRR
HK$10,000

Ordinary
10,0008 T &R

Limited H®%F

18. MY RIER (i

Percentage of

equity interest

held by

the Company
AREfEL
RERAL

Direct Indirect
¢ A%
% %

= 100

= 100

= 100

= 100

Principal
place of

operation
IE
EXBH

British Virgin
Islands

RERIES

The People’s
Republic of China

hEARAANE

Hong Kong

B

Hong Kong

Bk

The People’s
Republic of China

BEARERNE

Hong Kong

B

(&£®) R 2F

Principal
activities
Iz
£

License
holding
RRRTE

Manufacturing
of timepiece
components

WERHER

Investment holding

REER

Asset holding

RBEE

Manufacturing
of timepiece
components

BN

Property
investment
ESE
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

18. INTERESTS IN SUBSIDIARIES (Continued) 18. B A Bz ()

* The deferred shares, which are not held by the Group, practically carry o WHAAEEFFHZELR D + BRI ERE
no rights to dividends or to receive notice of or to attend or vote at ZERE BRI E R A RRA &2
any general meeting of the subsidiary or to participate in any distribution BESHBEAGRRE  TEEREREER
on winding up. E 5

A Companies not audited by Chu and Chu, Certified Public Accountants. A AR FEEETRNRKE « KEIESF A ER
The financial statements of the subsidiaries not audited by Chu and &%z A A] o WM ZESERIAKE « K
Chu, Certified Public Accountants reflect total net assets and total ElFEErh BB ER 2 B A A B R ER
turnover constituting approximately 7.9% and 1.1% respectively of the M43 B F B R AR E 58D I 1R & 48
related consolidated totals. #97.9% K% 1.1% °

The above table listed the subsidiaries of the Company which, EHeRA LR ARTISHED

in the opinion of the Directors, principally affected the results AT ELERERMNEELERERE

of the year or formed a substantial portion of the net assets EFEEBESALH @ThE .

of the Group. To give details of other subsidiaries would, in NEMHBEAREEERMTE -

the opinion of the Directors, result in particulars of excessive

length.
None of the subsidiaries had any loan capital outstanding at REREAEEEABR - K BD A
the year end, nor at any time during the year. AT AR EBEERA o
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

19. INTEREST IN AN ASSOCIATE 19. BBE N R ER
The Group
rEE
2003 2002
HK$'000 HK$'000
FB T F& T
Share of net assets [EE & E A 4,231 =
Unamortized goodwill REHEE 19,169
23,400 =
Amount due from an associate FE e — Bt & A RIFRIE 6,338 -
29,738 =
Details of the Group’s associate as at 31 March, 2003 are as RZEZ=F=FA=+—8  £A5E ¥
follows: SN =2 S (N
Percentage of
Place of Issued and equity interest
Name of incorporation/ fully paid capital/ held by the
associate registration registered capital Company indirectly Principal activities
ERTRMRE AAREEEE
BEQAR BB SR B BAE/ZMHER ZBREBDH EXF
%
Niceworld British Virgin Us$10 40 * Timepiece distribution
Group Corporation Islands Ordinary in Latin America
RERAES 10X T E AR * R T EM S R
Ktd Peace Mark (Holdings) Limited BEEF (£®M) R 27




Notes to the Financial Statements B4R &5t

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

19. INTEREST IN AN ASSOCIATE (Continued) 19. BE QTR (&)
@ On 31 March, 2003, the Group acquired 40% in the capital of Niceworld * R-ZFE=F=F=+—H ZXEEKE
Group Corporation (“Niceworld”). Niceworld holds three subsidiaries Niceworld Group Corporation ([Niceworld/)
which have their places of incorporation in Mexico, Panama and Peru BRAH Z240%# % ° Niceworld#5 8 = XK M1 &
respectively. These three subsidiaries have the distribution network RE] - MZ=FKMERE R FIEEAT - B
covering the whole of Latin America. SEMUBFMATL  THEBEERN T %

Mz 73 35487 -

20. INTEREST IN A JOINTLY CONTROLLED ENTITY 20 —RHAEEH XS
The Group
rEH
2003 2002
HK$'000 HK$'000
FHET FBT
Share of net liabilities of a jointly JEfE—HRZEHIEEZ

controlled entity BEFE (6,131) =
Amount due from a jointly controlled entity JEY — H RIS E B 15,666 =
9,535 -
On 30 September, 2002, the Group disposed of 1% interest RZZZ-FNA=1H FEEBLEE

in the jointly controlled entity at par. S HEE S B2 %R o
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

20. INTEREST IN A JOINTLY CONTROLLED ENTITY 20.
(Continued)
Details of the Group’s jointly controlled entity as at 31 March,
2003 are as follows:
Issued and

Name of jointly

controlled entity

Place of incorporation

and operation

fully paid capital/

registered capital

&)

—XHAEEHERZES

32

N_FE=F=A=1t—R AREZHK

REHEEIHFBMT

Percentage of
equity interest
held by the

Company indirectly

Principal activities

BRTRAR ARREERE
HEZHEEERE B S BA/ZMER ZRERDL TEER
%
Gar Shun Enterprises Hong Kong HK$400,000 49 Electroplating
Development Limited Ordinary
FALEERBRAF BB 400,000 T & @K B
21. OTHER FINANCIAL ASSETS 21, HihemEE
The Group
rEE
2003 2002
HK$000 HK$'000
FET FHET
Investments in securities BHEE
Equity securities: BRARES -
Listed in Hong Kong, at cost BAELT - KA 15 37
Unrealized holding loss RAEZAERER (4) (22)
At market value EmE 11 15
Other investments, at cost HAiR & - A 29,225 =
29,236 15
) Peace Mark (Holdings) Limited BEEF (£®M) R 27




FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

21.

22.

OTHER FINANCIAL ASSETS (Continued)

Other Investments

The amount of HK$29,225,000 represents investments in three
investments and insurance combined policies issued by an
international insurance group. A minimum annual return of
4% is guaranteed by the insurance group. Insurance costs are

being deducted from the investment return for the key man

Notes to the Financial Statements B4R &5t

2. HttEmMEE (&
HtR&

B XERRBREBMELAH
29,225,000 T2 = 1R E R E & RIRET
g ZRBEBZRESEEDREAEE
4% i AR BB AR 5 e AR BB 1R K B R R 40
B o RS RARZ AT RARAITE

insurances of the directors. The beneficiaries and the insured ERE -
are determined by the Company from time to time.
INVENTORIES 22. 78
The Group
r&E
2003 2002
HK$000 HK$°000
FET TET
(Restated)
(B &3l
Raw materials R# 78,170 58,131
Work in progress 5K 67,460 44,725
Finished goods UK i 82,085 53,202
227,715 156,058
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_—FEF=-HF-A=1—-HIFE

23. TRADE AND OTHER RECEIVABLES 23. EZRHMEWNKIE
The Group allows an average credit period of 90 — 120 days AEEEHEPZEEMTHR0%E120
to its trade customers. H o
The Group
rEHE
2003 2002
HK$000 HK$'000
FAET FET
Trade receivable from an associate fEU — Bt = AR 2 B 5 e WA 31,324 =
Other trade receivables H B 5 WA 131,088 127,788
162,412 127,788
Trade deposits BEo5%® 78,061 70,077
Other deposits, prepayments and Hipize - BAHKA
other receivables Ko E i e W 50 IR 102,005 145,023
342,478 342,888
Included in trade and other receivables are debtors (net of B 5 R E M EWEIE (BEHMkREERER)
provisions for bad and doubtful debts) with the following BEERFEETIZRERITA

ageing analysis:

The Group
AEH

2003 2002

HK$'000 HK$'000

FET FHET

0 - 90 days 0Z90H 151,872 113,400
91 days - 180 days 91HZ180H 7,493 9,964
Over 180 days 1808 A £ 3,047 4,424
162,412 127,788

Y Peace Mark (Holdings) Limited BEEF (£®M) R 27




Notes to the Financial Statements B4R &5t

FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

24. TRADE AND OTHER PAYABLES 24. BE5 R HMEN KA

Included in trade and other payables are creditors with the B o REMENRIBE BEE TR

following ageing analysis: MR -

The Group
rEE
2003 2002
HK$'000 HK$'000
FET FETT
Trade payables: B2 RENHA

0 - 90 days 0Z290H 46,706 9,231
91 days — 180 days 91HZ180H 1,812 3,324
Over 180 days 180H A k£ 1,856 8,424
50,374 20,979
Accruals and other payables FEETE B & E b fE {5/ IR 40,097 7,258
90,471 28,237
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FOR THE YEAR ENDED 31 MARCH, 2003
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25. SYNDICATED LOAN AND OTHER INTEREST-BEARING  25. $REER R HM st 2ER

BORROWINGS
The Group
piN- |
2003 2002
HK$'000 HK$'000
TErn T
Syndicated loan and other interest-bearing REERREM S ER
borrowings comprise: (2
- Term loans - EHEH 147,970 63,224
- Syndicated loan, unsecured -REEN  BEA 200,000 200,000
— Trust receipt and import loans — Rl ERENER 113,374 156,758
- Bank overdrafts ~HAEZ % 381
461,368 420,363
Analyzed as: AT :
- Secured -EH# 26,400 -
- Unsecured —EER 434,968 420,363
461,368 420,363
The syndicated loan and other interest-bearing REEFRA M SERER
borrowings are repayable as follows: THEHEE
— Not exceeding one year or upon demand ——ERIRNERE 286,168 205,597
— More than one year, but not exceeding two years -—ENE - BTRAME 125,954 125,302
— More than two years, but not exceeding five years -MENE - BTBRLE 49,246 89,464
461,368 420,363
Less: Amount shown under current liabilities Mk R RBEEHE
- Syndicated loan - REEX (114,286) =
- Other interest-bearing borrowings ~EfERER (171,882) (205,597)
175,200 214,766

¥y Peace Mark (Holdings) Limited BEEF (£®M) R 27
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

25. SYNDICATED LOAN AND OTHER INTEREST-BEARING 2. EEEFRREMT EE
=k
R (&)

BORROWINGS (Continued) (7 %?
The Group
r&E
2003 2002
HK$ 000 HK$'000
FE FET
Analyzed as: SHMTE :
- Syndicated loan - REEK 85,714 200,000
- Other interest-bearing borrowings — Hitst BN 89,486 14,766
175,200 214,766
The Company
N
2003 2002
HK$'000 HK$'000
FE FET
Syndicated loan and other interest-bearing REERREMETE
borrowings comprise: ERBHE
- Syndicated loan, unsecured —REER KA 200,000 200,000
The syndicated loan and other interest-bearing SRR E K £ it B EHAR
borrowings are repayable as follows: THFHIER :
— Not exceeding one year or upon demand ——ERHNEKE 114,286 -
— More than one year, but not exceeding ——E[5EBF
two years ey olaks 85,714 114,286
— More than two years, but not exceeding —MERE - BF
five years HRRE - 85,714
200,000 200,000
Less: Amount shown under current liabilities Mk - IR RBEREZRE
- Syndicated loan —REER (114,286) =
85,714 200,000
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26. OBLIGATIONS UNDER FINANCE LEASES 26. EiEHERIE

The Group
FEHE
2003 2002
HK$'000 HK$'000
FET FHET
Within one year —ER 824 298
More than one year, but not exceeding —FE - BTER
two years ES 804 24
More than two years, but not exceeding MEAE - BABE
five years F 659 10
2,287 332
Less: finance charges W M E R (124) (55)
2,163 277
Representing finance lease obligations: MEEEREZERBWT
Current portion BIEAER 15 773 252
Non-current portion JERNERZR1n 1,390 25
2,163 277
27. DEFERRED TAXATION 27. ELEHIE
The Group
X&HE
2003 2002
HK$'000 HK$'000
FET FHET
At the beginning of the year F14 3,396 1,743
Provided for the year (note 11) REZRME (BaF11) 3,360 1,653
At the end of the year F4 6,756 3,396

By Peace Mark

(Holdings)

Limited H®%F

(&£®) R 2F



FOR THE YEAR ENDED 31 MARCH, 2003
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27. DEFERRED TAXATION (Continued)

At the balance sheet date, the major components of the

provision for deferred taxation are as follows:

Notes to the Financial Statements B4R &5t

27. BEBIR (&

R&EBER  BEHBABRBZTESLHAOT

Net potential

liability (asset)

Liability provided unrecognized
BiE AERBEAE
BERE (BE) B8
2003 2002 2003 2002
HK$'000 HK$'000 HK$ 000 HK$'000
FET FAET FET FET
Tax effect of timing differences BT &I E & 2 =
attributable to: hBTE:
Excess of depreciation allowances TELTEER
over depreciation charged in TR s
the financial statements mk e 6,802 3,442 5,209 3,687
Revaluation deficit on the AEERPEARLAE
Group's investment properties ZREMEER
situated in the People’s Republic B4
of China (46) (46) - -
Tax losses M EE - - (7,106) (4,306)
6,756 3,396 (1,897) (619)

Deferred tax has not been provided on the revaluation surplus
arising on the valuation of properties in Hong Kong as profits
arising on the disposal of these assets would not be subject
to taxation. Accordingly, the revaluation surplus does not

constitute a timing difference for tax purposes.

AREHERTBNERMEL N BA
AW WRFEERGERMELECER
BHYEELEHRREE - Bt - ERHEE
FER TS 77 B 3 B KR & o
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BE_—FEF=-HF-A=1—-HIFE

28. SHARE CAPITAL 28. BRA
Note Number of shares Par value Amount
lif3 e Hf B
HK$ HKS$'000
BT AT
Authorised: EE
As at 1 April, 2001, 31 March, 2002 RZEE-EmA-H"
and 31 March, 2003 ZERCEZAST-BR
“EE-F-f=1-H 6,000,000,000 0.10 600,000
Issued and fully paid: BEARAR :
As at 1 April, 2001 RZZE-FMA-H 3,678,223,019 0.10 367,822
Capital reduction whereby the nominal value HIRRAE - Bl ARTEER
of the shares was reduced to HK$0.005 each by BEIRR 2 GRBA
cancellation of HK$0.095 paid-up capital for 0.095E T ERHER
each issued share HI5 2 BA%0.005% 1T - 0.095) (349,431)
3,678,223,019 0.005 18,391
Capital consolidation whereby every 20 new issued shares  BRA& 4t » Btk #8208
with nominal value of HK$0.005 each in the capital of RERR AR AR ARA
the Company following the capital reduction was B EREE0.005E L
consolidated into 1 consolidated share BEAMRGAHAR
abtki (3,494,311,869) 0.095 -
As at 31 March, 2002 RZZE_E=f=+-H 183,911,150 0.10 18,391
Rights issue of two rights shares for every EERE-RRHTER
one share held MR < fR (a) 367,822,300 0.10 36,782
Issue of new shares pursuant to RTEBREME TR
the exercise of share options (b) 55,425,000 0.10 5,543
Shares repurchased and cancelled BBE Rt @k (© (1,000,000) 0.10 (100)
Issue of new shares as 2002 interim BN RERZEECE
scrip dividend, in lieu of cash mENREERS -
NRERE (0) 24,741,383 0.10 2474
As at 31 March, 2003 RZT2=%E
ZA=t-8 630,899,833 010 63,09

] Peace Mark

(Holdings)

Limited H®%F

(&£®) R 2F



FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

28. SHARE CAPITAL (Continued)

(a)

During the year, the Company raised equity capital by
way of rights issue. The net proceeds of the rights issue

of HK$62 million were used as follows:

. about HK$24 million for establishing a distribution

arm in the United States;

o about HK$10 million for promoting the Group's
licensed products through the distribution arm

aforementioned;

. about HK$17 million for developing its distribution

network in the PRC; and

. the remaining balance for the use as the general

working capital of the Company.

During the year, 55,425,000 new shares of HK$0.10
each were issued upon the exercise of options under a
share option scheme which became effective on 24
January, 2002 at exercise prices of HK$0.2 and HK$0.227
for 54,390,000 shares and 1,035,000 shares respectively.
These shares rank pari passu with the existing shares of

the Company.

Notes to the Financial Statements B4R &5t

28. BA& (&)

(a)

FR - ARFABBERMEER
AN o HERFTS FIEF 562,000,000
BITEEETIRAR

o #4924,000,000 T AELEE
B Ak 5 S ERFT

e 910,000,000/ T A{EE B
iz o EBPIEEAEE
R REEm

e /917,000,000 7t A {EF 4R
HERBz D HEB% &

s HREREADA-—REEER

AN
E °

FN - ATERE-—BR-_TT=
F-AZtMAERZEREE
T2 BB IR HE T 317 55,425,000 &
REMBO0I0ETZHKR  AH
54,390,000/ 17 J3#20.2/8 L 2 17
{EE7T(F + M™1,035,0008 /%15 Bl
0.227B T ZTEEITHE - ZFR
HEXARZHERNDEEREE

Bk

S o
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BE_—FEF=-HF-A=1—-HIFE

28. SHARE CAPITAL (Continued) 28. BRA& (&)
(c) During the year, the Company repurchased its own ( FA  ARABIRBRFAERELERS
shares on the Stock Exchange as follows: 2R - HwT
Month of Number Price Aggregate
repurchase in 2003 of shares per share consideration paid
R-ZBZ=F2ZEEA#H BRGEE BRERK ENERE
HK$ HK$'000
EIT FET
March =AH 1,000,000 0.42 420
The above shares were cancelled upon repurchase and RO RERERE - AAFZ
accordingly the issued share capital of the Company BETRAEMBEDR - HERZ
was reduced by the nominal value of these shares. The ERDcEE - BRMEE 2 HE
premium on repurchase was charged against share BEERORER MR -
premium.
(d) (d)
Number of shares Proceeds credited to
issued as 2002 share capital Share premium
interim dividend Scrip price account account Total
BR-BE-FHHRKRE s ARAERZ
BITZROEE RER B ER FrigRE % 43 /2 Bk wt
HK$ HK$'000 HK$'000 HK$'000
BT TET TET TET
24,741,383 0.219 2,474 2,945 5,419

Kl Peace Mark (Holdings) Limited BEEF (£®M) R 27




FOR THE YEAR ENDED 31 MARCH, 2003

gzEz—

—EE-F-A=-t—HIFE

Notes to the Financial Statements BA##R 5 M aE

29. RESERVES 29. f#fR
The Group &M
Leasehold Retained
Capitl property Buchange ~ profts  Proposed
Teserve revaluation fluctuation (Accumulated final
Share  Merger  (Goodwill) Contrbuted  reseme Ofher — resemve losses] ~~ dividend
pemim  defit  EAEE  apls HENE  eene  HE RBRA  RER T
RORE cfEM (B8 ENRR ERBE HbEE MEEE (BRER  ERR it
HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000
it TEr TEr TEr TR TE TR TR TR TEn
Asat 1 Apl, 2001 i
4 previously reported NZAER B55 (11988 (28787) - 5d66 (17.900) 103,19 - BB
Hifect of adopting GUEREUHER
S5AP 30 and S54P 31 ReETERENZIE PG 9159 - - (9,159) - -
As at 1 April, 2001 R-55-£MA-A
3 restated &j 855 (11988 (19628) = 5460 (17907) 94,037 - BB
Reallzation of unrealzed RuEkisREsRA
holding loss of investments s Lt
In securities upon disposal - - 8 - - 1188
Crdit arisng on capita reduction HERAEE ERB W41 - - - 3941
Eiminated upon disposal of subsidary R ERB AT 32,000 - - - - 300
Profitfor the year FERAT - - 3397 - B
As at 31 March, 2002 BB5 (1198 12370 39431 5,466 ) 130,434 - 528948
Rights Issue of two shares for
eery share held 29426 - - - - 940
Offset Rights Issue expenses (4.141) - - - - 4
Exercise of share options 5,571 - - - - 5,571
Shares repurchased (322) - - - - (30)
Unealized holding loss of
Investments In securities Bk - - o - - - (4)
Bxchange realignment EffE - - - 8 - - 8
Profitfor the year KEERH - - - 58,199 - 519
Inerim cash and scrip dvidend RERSRIRRERE 295 - - (8.276) - B3
Proposed fina dividend HReaRs - - 9463 9483 -
As at 31 March, 2003 HZBEZEZf=1-R 34 (11.98) 3 wasl 5466 26) % 1708% 9463 61243
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BE_—FEF=-HF-A=1—-HIFE

29. RESERVES (Continued) 29. f#& (&)
The Company 72 F]
Retained
profits
Share Contributed (Accumulated Proposed
premium surplus losses) ~final dividend Total
RERH
R a8 EfRsn (REER) RBRAHRE o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT THT Thx FETL TATL
As at 1 April, 2001 RZEE-FNA-H 43,255 39,399 (7,279) - 75,375
Credit arising on capital reduction ~ BIRRAZEL 2 R = 349,431 = = 349,431
Loss for the year AEEES - - (15,342) - (15,342)
As at 31 March, 2002 W_EE-_E=ZA=1+—-H 4325 388,830 (22,621) - 409,464
Rights Issue of two shares for BERE—RRH
every share held mEEMRRG 2R 29,426 - - - 29,426
Offset Rights Issue expenses BHEERFAS @,141) = = = (,141)
Exercise of share options TiERE 5,571 = - = 5,571
Shares repurchased BEEERR (322) = = = (322)
Profit for the year TEE RS - - 40,363 - 40,363
Interim cash and scrip dividend HERERARKERE 2,945 = (8,276) - (5,331)
Proposed final dividend BREARE - - (9,463) 9,463 -
As at 31 March, 2003 R-BR=F
=A=1+-H 76,734 388,830 3 9,463 475,030

Yyl Peace Mark (Holdings) Limited BEEF (£®M) R 27
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29. RESERVES (Continued) 29. e (&)

The capital reserve (goodwill) represents the total of the share
premium of a subsidiary prior to becoming a member of the
Group in a merger and the amount arising from the excess or
shortfall of the purchase consideration over the fair value of
the Group's share of separate net assets of the subsidiaries

acquired.

The merger deficit of the Group represents the excess of the
nominal value of the shares in the Company issued as
consideration over the nominal value of the subsidiaries’ shares

transferred to the Company.

The contributed surplus of the Company represents the
difference between the consolidated shareholders’ funds of
the subsidiaries acquired by the Company and the nominal

amount of the Company’s shares issued for the acquisition.

The other reserve represents the amount of unrealized holding

gain (loss) from the investments in securities.

Under the Companies Act 1981 of Bermuda, the contributed
surplus of the Company is available for distribution to
shareholders. However, the Company cannot declare or pay a

dividend, or make a distribution out of contributed surplus if:

(@) itis, or would after the payment be, unable to pay its

liabilities as they become due; or

(b)  the realizable value of its assets would thereby be less
than the aggregate of its liabilities and its issued share

capital and share premium account.

BAGE (BE) BEHNBRARKEBAHK
RAKEKE REA 2B E RN
BRI AR B B 1 AU B i B

ADEFEEZ A TEEZREZEM -

AREAHBEMAEARREANERT
Bz MEBAERERRAZME QA
B EE 208 -

AR

AESBREADEMKENE QA
AR

RRESBARARBBEMETZ
ARRBONEBZESE -

HiREBEFEREEFZAER W
(B518) SRR

BEERE-NN\—FR8DE ARAE
BRHADRTRR - A - MERRSE
BEMEEEHANTER  ARRTFE
EFRMRS - B EHBREL DK -

(@) MREAGENEEIBEER - &
by HEEZAEHREESHELMER

HEE  BRITBRARRN G ER
—EZHEE -
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29.

154

RESERVES (Continued) 29.

In the opinion of the Directors, the Company’s reserves

available for distribution to shareholders were as follows:

ki (&)

EERA ARAIAH#HS

mr

& T AR 2

2003 2002

HK$'000 HK$'000

FET FET

Contributed surplus EHES 388,830 388,830
Retained profits (Accumulated losses) REREF (RTEEE) 3 (22,621)
Proposed final dividend Bk AR HR AR B 9,463 -
398,296 366,209

Peace Mark (Holdings) Limited Hi#&H

(&£®) R 2F
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FOR THE YEAR ENDED 31 MARCH, 2003
BE_FE=-HF-A=1—-HIFE

30. SHARE OPTION SCHEME 30. BBRRAESTE

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include any
directors, employees, consultants or professional advisors,
suppliers or customers, and authorized agents of the Group.
The Scheme became effective on 24 January, 2002 and, unless
otherwise cancelled or amended, will remain in force for 10

years from that date.

The maximum number of shares in respect of which options
may be granted under the Scheme shall not exceed 10% of
the number of issued shares of the Company from time to
time excluding the aggregate number of shares which were

issued pursuant to the Scheme.

The offer of a grant of share options may be accepted within
28 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
Directors, and in any event such period of time shall not
exceed a period of 3 years commencing on the expiry of 6
months after the date of the acceptance of the offer and
expiring on the last day of such period, or 24 January, 2012,

whichever is the earlier.

The exercise price of the share options is determinable by the
Directors, but shall be the higher of (i) the closing price of the
shares as stated in the daily quotations sheet issued by The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on the offer date, which must be a business day; and (i) the
average of the closing price of the shares as stated in the
daily quotations sheets issued by the Stock Exchange for the

five business days immediately preceding the offer date.

AABRAE—EEREE ([ZEE)) - B
ERER AR AEEXBNGEENA MR
BERCARERSEE - A ZRERBEE
BRASEZENES B8 BERABXE
A HEBATP RSFAER - L8R
TR F-A-THBERER ¥ (FRIEMREH
FIER) HEZARF T FRER -

REBEZFT AR L ZBRERS k2B &
BER  ARBEXAARFTEEHITRNDEE
210% @ PEREREZA BT ZROBR -

ERATRELBRERNZAKBARN X
NEBAREBSBTRERELD - ARBR
RZOIEHRAEFEE @ EETABRT
FRNRISHBRMRNE Rt 2/ ER
ERE=F IRZPRFE B =_F—=
F-H-tHNA UBREERE)ER °

BEREZOEERESET  BAROINENE
A(LEREXR)BEEBARIMERAT
([ Fr]) BERERABEMNDUTE R
(NEHXZBNBBMAEL XA SR RE
KRB ZBROFHRTE  UBRSERE -
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. = e
30. SHARE OPTION SCHEME (Continued) 30. BIRMESHE (=)
Price of
Company'’s
Number of share options shares***
BREHE KRRARGBER
Date of Exercise Exercise At
Name or As at 1 Granted  Granted Lapsed  Exercised Atat31  grantof period of price of At grant exercise
category of April during for during during March  share share share  date of  date of
participant 2002 the year adjustment  the year the year 2003 options* options options**  options  options
SRERE W-BRCE RER BfFHEER RER RER R-BRZE  ERE BRE BRE RERE RERE
55 mA-B RE  ARR % it ZA=t-8 RLAE i fikE RLAH fRAH
HKS HKS HKS
AT AT AT
Directors £Z
Mr. Tsang Kwong = 5,500,000 250,000 = 5,750,000 - 23/08/2002 23/02/2003 to £ 0.200 0.202 0.430
Chiu, Kevin 23/02/2006
BRSI%E
Mr. Man Kwok Keung - 990,000 45,000 = = 1,035,000  05/09/2002 05/03/2003 to £ 0.227 0.221 =
XARLE 05/03/2006
Mr. Cheng Kwan Ling - 990,000 45,000 - 1,035,000 - 05/09/2002 05/03/2003 to £ 0.227 0.221 0.425
LS 05/03/2006
- 7,480,000 340,000 - 6,785,000 1,035,000
Other employees Z /£ 5
In aggregate - 14,690,000 715,000 300,000 14,140,000 965,000 23/08/2002 23/02/2003 to £ 0.200 0202 0.405 to
L 23/02/2006 0435
Suppliers and customers (£E& K5 F
In aggregate - 33,000,000 1,500,000 - 34,500,000 - 23/08/2002 23/02/2003 to £ 0.200 0202 0.430to
L 23/02/2006 0.440

55,170,000 2,555,000 300,000 55,425,000 2,000,000

Peace Mark (Holdings) Limited BEEF (£®) R A7
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30. SHARE OPTION SCHEME (Continued) 30. RS E (=7)
* The vesting period of the share options is from the date of the grant & BREZSER AR ABZTERHEZ
until the commencement of the exercise period. BF o
@0 The exercise price of the share options is subject to adjustment in case i 1T R B ITAI R AR AR AL B R
of rights or bonus issues, or other similar changes in the Company’s tAELIEE) - FERETTIEE AT EFE

share capital.

***  The price of the Company’s shares disclosed as at the date of the grant ok RRUBIRIE B BRT 5B AR ARG B
of the share options is the Stock Exchange closing price on the trading REERLEREAHGZZZABRMZ
day immediately prior to the date of the grant of the options. The price WiTE - RERETERHAEELRL AR
of the Company'’s shares disclosed as at the date of the exercise of the R ER  BREERFEREZ 25T
share options is the weighted average of the Stock Exchange closing T8 E B AN TTIEZ T %

prices over all of the exercises of options within the disclosure category.

As at 31 March, 2003, the Company had 2,000,000 share RZZEZE=F=A=1+—H  ARARE
options outstanding under the Scheme, with exercise periods Z =t #1475 2,000,00010 B A% # R 1T
ranging from 23 February, 2003 to 5 March, 2006 and exercise & TESNF_EE=F_HA=-+=H
prices ranging from HK$0.200 to HK$0.227. The exercise in E_ZTRE-ZARA TEENT
full of the outstanding share options would, under the present 0.20087TE0.2278 7T ° RIBEA A BIRE
capital structure of the Company, result in the issue of RS - BEATE RARITR 2 AR
2,000,000 additional shares of HK$0.10 each and proceeds B E{TE4H2,000,0000% B AR E(EO.10
of approximately HK$428,000. BT 2R - FTiSRIEA)428,000/ 7T
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31.

ACQUISITION OF SUBSIDIARIES

On 31 December, 2002 and 2 January, 2003, the Group

acquired 51% interests in Bensonic International Limited and

Omni International Holdings Limited and its subsidiary for
HK$7,800,000 and HK$50,106,000 satisfied in cash

respectively.

. WEHE A

RZZEE_F+_A=+—HARZTZ=
F—HZH AXEEKEBensonic
International Limited J % 7| BB & Bl 5
RARIREKBRRZ51%#Ez - RED
5l /7,800,0007% 7T % 50,106,000/ 7T *
PR & X e

2003
HK$'000
FET

Net assets of the subsidiaries EANBRARZ

acquired comprise of: BEFEBRE
Furniture, fixtures and office equipment B HRERBAEREG 20,377
Leasehold improvements HEWMERE 5,216
Plant and machinery B 608
Trademark (iR 22,460
Inventories FE 44,279
Trade and other receivables B 5 R E MR RIEA 18,142
Bank balances and cash RITEFERRE 3,034
Trade and other payables B 5 Rk E M HRIA (17,766)
Bank loan RITEN (5.308)
Minority interests DER R (37,421)

53,621

Negative goodwill arising on consolidation ~ 4AKRBELZBRHE (4,101)
Goodwill arising on consolidation HEREEECHEB 8,386
Total purchase price paid, satisfied in cash ~ Eff 2 REBRER » LRSI 57,906
Less: cash of the subsidiaries acquired o WERB AR RS (3,034)
Net outflow of cash and cash equivalents BHABAMBAR 2 HE

in connection with the purchase KBS EEBYRLFE

of the subsidiaries 54,872

Peace M ar k

(Holdings)

Limited BEEF (£8H) ER 27



FOR THE YEAR ENDED 31 MARCH, 2003
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Notes to the Financial Statements B4R &5t

32. DISPOSAL OF A SUBSIDIARY 3. HE—ZXHWEAF
On 1 April, 2002, the Group disposed of 1% interest in a RZZEZ-_FHA—H  AEEEELE
subsidiary Gar Shun Enterprises Development Limited for nil MEBARRMEXERERARZ1%E
consideration. Thereafter, this Company became a jointly & o IbiE - ZRRIKAREE 2 HEE
controlled entity. =0
The net assets of Gar Shun Enterprises Development Limited R CEEREBRARREERBZEE
at the date of disposal were as follows: FENT :
2003
HK$'000
FET
Fixed assets ETEEE 1,106
Inventories FE 740
Trade and other receivables B 5 & H b U RIA 2,773
Bank and cash balances RITRBEER 257
Trade and other payables H 5 K E e IR (4,497)
Bank overdrafts RITEX (379)
Gain/loss on disposal HE W/ BiE =
Total sale price HEBER =
Satisfied by: S
Cash consideration received BB e N E =
Annual Report F§H 159
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32. DISPOSAL OF A SUBSIDIARY (Continued) 3. HE—XHWELQR (&)
Analysis of net inflow of cash and cash equivalents in respect EBRLERNBARZRERASEEMR
of the disposal of a subsidiary: NFERHT

2003

HK$'000

TER

Cash consideration received BUELZRERE =

Bank and cash balances disposed of BEHEZRITRRCET (257)

Bank overdrafts disposed of BHEZRITES 379
Net inflow of cash and cash equivalents AHENBARMEELACRES

in respect of the disposal of a subsidiary REEEEBMRAFHE 122

33. CASH AND CASH EQUIVALENTS 33. RERREZEEY
The Group
A&E

2003 2002

HK$'000 HK$°000

FERT FET

(Restated)

(BE5I)

Cash and bank balances Be RIBTER 207,568 154,380

Bank overdrafts RITBEX (24) (381)

Cash and cash equivalents
at the end of the year FRERERRESEEY 207,544 153,999

Peace Mark (Holdings) Limited BEEF (£®) R A7




FOR THE YEAR ENDED 31 MARCH, 2003

gzEz—

34.

35.

—EE-F-A=-t—HIFE

CONTINGENT LIABILITIES

As at 31 March, 2003, the Group has contingent liabilities in
respect of bills discounted with recourse amounting to

approximately HK$67,951,000 (2002: 179,740,000).

The Company has given corporate guarantees to banks in
respect of general banking facilities granted to subsidiaries
amounting to HK$929,000,000 (2002: HK$816,000,000). The
extent of such facilities utilized by the subsidiaries as at 31
March, 2003 amounted to approximately HK$261,000,000
(2002: HK$195,000,000).

FINANCIAL INSTRUMENTS

The Company had entered into interest rate swaps to manage
its interest rate risk. As at 31 March, 2003, the total notional
amount of such instruments was HK$201,000,000 (2002:
HK$201,000,000). The notional amounts of the outstanding
interest rate swaps indicate the contract size outstanding at
the balance sheet date and do no represent the amount at

risk.

As at 31 March, 2003, the Company had not entered into
currency-linked deposit contracts to manage its foreign

currency risk.

As at 31 March, 2002, the total US dollar based currency-
linked deposits were amounted to US$2,200,000. The

alternative currency of those contracts was Euro currency.

34.

35.

A nnual
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HAREE

R-ZET=#=-A=1+—0 A£EEAE
ARERERMRERZ A EAXAEE
#167,951,0008 L (ZFF Z F :
179,740,000/ 7T)

ARARFMB D AER 2 —RBITRET
7% M4R1T1E11929,000,000/8 7T (Z 2T
Z% : 816,000,000/ 7T) 2 X AIHELR K
BARBE_TT=F=A=1+—H#{H
Fi#1261,000,0008 L (Z T =F :
195,000,000/ 7T) 2 B & ©

£RITA

ADAIE AT AR5 B DA B IR H F &
R MZ_TT=F=A=+—0 ZZFI
Bz #%%88201,000,000% 7T (Z2F
—% : 201,000,000/ 7T) ° WAREEZF
KEREREEETREERHAEE
ARIAE - T IS R 2 B -

—B  ADELE
BHINE R,

N-BE_F=F=+—0 UETAHE
%7 EME$1E 52,200,000 T ° A
MENzBREEABUT -
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36. CAPITAL AND LEASE COMMITMENTS 36. EXRREEHRE
(@)  Capital commitments outstanding as at 31 March, 2003 () MRZEE=F=A=+—HAXEBE
not provided for in the financial statements are as MBERERE RN EREREN
follows: T :

The Group

rEH
2003 2002
HK$ 000 HK$°000
FET T
Contracted for SEE) - 628

As at 31 March, 2003, the total future minimum lease b) M-ZTZE=F=F=+—H AEEHH

payments under non-cancellable operating leases in B RBFZ AR RELEHORRD
respect of leasehold land and buildings are payable as Rz REEERENAT -
follows:
The Group
A&H
2003 2002
HKS$'000 HK$'000
FET FET
— Within 1 year -—FR 2,341 935
— After 1 year but within 5 years —-BEEFRE 6,911 3,707
— After 5 years —hF#% 1,267 5,746
10,519 10,388

f{Y! Peace Mark (Holdings) Limited BEEF (£®M) R 27
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BHE—

37.

38.

39.

EE=F=ZH=1—HIFE

PLEDGE OF ASSETS

As at 31 March, 2003, leasehold properties with carrying value
of approximately HK$15,956,000 had been pledged to secure

banking facilities for a subsidiary.

As at 31 March, 2002, no assets of the Group were pledged.

POST BALANCE SHEET EVENTS

After the balance sheet date the Directors proposed a final

dividend. Further details are disclosed in note 12.

COMPARATIVE FIGURES

The presentation and classification of items in the consolidated
cash flow statement have been changed due to the adoption
of the requirements of SSAP 15 (revised 2001) “Cash flow
statements”. As a result, certain advances from banks have
been excluded from the definition of cash equivalents, cash
flow items from taxation, returns on investments and servicing
of finance have been classified into operating, investing and
financing activities respectively and a detailed breakdown of
cash flows from operating activities has been included on the
face of the consolidated cash flow statement. Comparative

figures have been reclassified to conform with the current

year's presentation.

37.

38.

39.

A nnual

Notes to the Financial Statements B4R &5t

BHEE

R-BEE=F=ZA=1+—H EEEHAE
15,956,000 T2 HEWEE THE - {E
AB—RHBARERRITEE 2R °

R-ZE_F=A=+—0 rEEHE
BHEE -

HERKRSEE

REERR  EFESR
BB RENMEE12 -

ZRNEERE - A

ERBF

AREASTERHERFE 155 (=
FREF) REREBRIZHATE - BEE
ReMERZZITARBENBEME
cEit - HETRITBHRECERSEEY
ZEZERHG RERERBEBHED
RECDBEBEBNCARNERE
EER  REABHLRBELY  YCRE
ARERER A LPWARBEEXHR
EREZHAON - LBBFETES -
MEAAFEZZ2FTH -

= =<
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Summary of Properties ¥I¥EE

164

Location

it 2

Unit 3 together with air
conditioning plant room
on 7th Floor of High Block
Cheung Fung Industrial
Building Nos. 23-39

Pak Tin Par Street

Tsuen Wan New Territories
BB

ik
EEAMHE23-395%
RETXRAERE

Unit 3 together with air
conditioning plant room
on 12th Floor and car
parking space no. P5 on
1st Floor of High Block
Cheung Fung Industrial
Building Nos. 23-39

Pak Tin Par Street
Tsuen Wan New Territories
BB

7R

B A #23-395
RETERERE
121835 B
BERASEE R
1#8PSSRE i

Peace M ar k

Lease
expiry
HAER
FH

2047

2047

(Holdings)

Gross floor area
(square metre)
BEEEE
(FHK)

933.11

933.11

Type

Jick =S

Industrial

T¥

Industrial

Ix

Limited H®%F

Category

&l

Own use/

partial letting

BA/
&by iR

Own use

=P

(&£®) R 2F

Stage of

completion

EE

Existing

2&EK

Existing

2K

Group
interest
A&HE

G E

100%

100%



Lease
Location expiry
B &=
1o B FH
Lands and various buildings 2041
and structures located at
Heba Industrial Zone in front
of Fenghuang Gang area
Xi Xiang Baoan County
Shenzhen, PRC
RE AR ARNE
2llil
EXR
it 5
BBl i [ BT E 2
ABRTER
— IR &
HHE FEFEY ZHEEY

Units A00T, A019 and A125

on Level 1 Wang Jiao

2040

Horological Plaza

No. 1 Bai Xing Street

West Road of Guangzhou
City Station Guangzhou City
Guangdong Province, PRC
PEERE

& M 7 3 7 B

BEER

HABRNEE

A001T ~ AOT9 R A1255% 4
19 Reuchenettestrasse Freehold
2502 Bienne

Switzerland

KA K

Gross floor area

(square metre) Type Category
EEEE
(£FK) R® Ehl
33,312.56  Industrial/ Own use
partial lease
I%/ 8
#iniEE
137.4 Retail Own use
€ 8
526  Industrial Own use
Ix =

A nnual

Stage of

completion

EE

Existing

2K

Existing

BEK

Existing

2EK

R ep or t &

Summary of Properties I3 E

Group
interest
r&H

G E

100%

100%

100%
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Five-Year Financial Summary RFEMFEEE

RESULTS E
Year ended 31 March, HE=A=1+—HIFE
(Restated)
(BE5)
1999 2000 2001 2002 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FETT FETT FiEr FET
Turnover ] 784,062 821,155 852,379 937,010 1,119,099
Profit from operations A i 7 44,243 69,943 49,865 48,971 93,629
Impairment of goodwill &R E - - (9,159) = =
Finance costs B 7 AR (11,589) (10,375) (12,661) (9,264) (13,407)
Other expenses Hippix (7,575) (43,230) = = =
Share of loss B —KE 2 A7)
of an associate BB (3,496) = = = =
Share of loss of a jointly — FEff — R R Z
controlled entity TrEBE - - - - (6.,194)
Profit before taxation B Al Al 21,583 16,338 28,045 39,707 74,028
Taxation Gipic} (1,327) (1,385) (4,246) (4,577) (7,995)
Profit after taxation B 1% 3 A 20,256 14,953 23,799 35,130 66,033
Minority interests PHRFEER 3,817 2,271 2,000 1,267 (7,834)
Profit attributable to
shareholders % B e 1l v 7 24,073 17,224 25,799 36,397 58,199

Peace Mark (Holdings) Limited BEEF (£®) R A7




Five-Year Financial Summary RFEMFFEE

ASSETS AND LIABILITIES EEREE
As at 31 March, R=EA=+—8
1999 2000 2001 2002 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FETT FETT FET
Fixed assets EEEE 111,616 144,015 240,713 292,942 357,070
Intangible assets B EE 16,622 31,437 7,992 43,851 60,912
Goodwill S - - - 11,714 19,381
Interest in an associate ~ —KEt SN E 2R 8,245 = = = 29,738
Interest in a jointly —RERER R E
controlled entity 2R = - s - 9,535
Other financial assets HibemEE 48,761 64,295 22,999 15 29,236
Club debentures SHES 1,499 1,499 1,499 = =
Net current assets MEEEFE 241,122 235,898 267,729 417,004 396,145
427,865 477,144 540,932 765,526 902,017
Long-term liabilities REES (9,003) (6,673) (57,696) (214,791) (176,590)
Deferred taxation RIERIA (23) (23) (1,743) (3,396) (6,756)
Minority interests DER R (22,747 (21,987) (20,436) = (43,149)
Net assets EEFE 396,092 448,461 461,057 547,339 675,522
Annual R epor t &#H 167










