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CHAIRMAN'S STATEMENT

On behalf of the Board, | present te you the annual report of the Group
for 1he year ended March 31, 1999,

REVIEW OF OPERATIONS AND PROSPECTS
Financial highlights

During the year under review, the Group continued to be affected by
the Asian economic crisis and resulted in a consolidated turnover of
approximately HK$40.3 million, representing a decrease of 76.6% in
comparison with the previous corresponding year, The reduction in
turmover is mainly due to a decrease in the trading of securities and
other investments. Despite the contraction in turnover, the Group
achieved an operating profit of approximately HXK$0.5 million for the
year ended March 31, 1999, as compared with the loss of approcimately
HK$155.4 million for the corresponding period in 1998. After taking
into account the Group's share of associated companies' losses of
approximately HK$29.8 million, the Group’s consolidated loss for the
year before minority interests under review was approximately HK$33.6
million. Basic loss per ordinary share of HX$0.25 in the Company for
the year ended March 31, 1999 was HK$0.0275 (1998: HK$0.1758).
For details, please refer to the audited financial statements of the Group
contained in the annual report.

Total assets of the Group decreased by 12.5% to approximately
HES380.4 million while net current assets decreased by 29.1% to
approxcimately HKS 150 million. Shareholders funds decreased by 10.1%
b approxsmately HK$356.7 million,

Review of operations
During the year under review, the principal business of the Group

include imvestment holding, property investment and develog ;
financial and securities investmen,

Property Operations

During this year, the Group continued to adopt a prudent approach to
property investment in Hong Kong in the light of the climate of the
Hong Kong property market. Of the praperty portfolio, 24% are
investment properties and the others are properties held for own use or
development. Qocupancy rate for investment properties was over 90%
at the year end date,

Fashion Retailing

Fronteer International Holdings Limited {*Fronteer”), an associated
company, fotlowing the application of loans amounting 1o HK$75 million
due from Fronteer for the settlement of the acquisitions of 50,000,000
oedinary shares at a price of HK$0.13 each and together with the
enlire preference share capital, which amounted to HK$68.5 million,
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CHAIRMAN'S STATEMENT - continued

of Fronteer, it became a 55.86% owned subsidiary of the Group a5 at
March 31, 1999,

Fronteer, a public company with its securities listed in Haong Kong, is.
principally engaged in the retailing of fashion apparel and accessories,
property investment and financial and secusities investments.

During the year under review, the average consumer q}endmgdecraased
significantly overall, particufarly so at times when dedlation and real
interess rates remain high. The tourism indusiry that Hong Kong had
relied on so much in the past, contracted sharply, with our p-eggad
currency making us a relatively expensive trmE -d;eﬂin:aﬁnn. Gm
siach an operating environment, the Group's fashion retail op

did not perform well during the financial year.

Fronteer is explofing innovative marketing through the use n{ “E-
commesce” which will enable enhancement of Fronleer’s profile in the
international market. www.inslantstyle.com is Fronteer’s first “Wirtual
store” and will enable Fronteer to enfarge its cusiomer base.

Strategic Investments

[Drespite the increasing difficult environment, e Group, mda#pmdml
and stringent investment and development policy, has umunued to
expand its business through acquisition of significant interest in listed
companies with high potential in the United States during the year
under review,

As at March 31, 1999, the following companies in which the Group
has significand interests are 25 fiodlowvs:

eVision USA.Com, Inc. ["eVision®) (previously known as Fromteer
Financial Holdings Limited)

During the year, the Group increased ils investments in e‘-"rsi.nn .0{
approximately HK$7.7 mitlion. eVision is a public company with its
cecurifies listed in NASDAQ, an internet-based “.Com” holding company
specialising in financial services, media, communications, and Internet
technologies. Consolidated entities of eMision include:

American Fronteer Financial Corporalion

American Fronteer Financial Corporation. [*AFFC™) has more than 25
vears of history in the United States. AFFC provides a wide range of
investment banking senvices, including retail securities brokerage and
inwestment services, fixed income and equity securities, corparate and
public finance and securities underwriting, professional asset

management and insurance progducts.
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CHAIRMAN'S STATEMENT - continued

eBanker USA, Com, Inc.

eBanker USA.Com, Inc. ("eBanker”), operates as an | based

ES 3 SR

eBanker USA.Com, lnc.

lending company. It aims to tap the unserved market segments on a
global scale. Currently, eBanker has raised HK$118.6 million (US$15.3
million) through private placement in the United States.

ebroker USA.Com, fnc.

eBroker USA.Com, Inc. was established in March 1999 and targeted 10
operate its on-line stock brokerage activity. It is intended to pursue a
strategy aimed at addressing the needs of under-serviced corporate,
institutional and individual clientele, both public and peivate, in overseas
countries including the development of online stock brokerage services
primarily to the Asian markets.

Q6 Technologies, Inc.

Q6 Technologies, Inc. (“Q67) s a joint wenture of eVision and a group
of Internes specialists, whose purposes ane to develop opportunities in
transactions processing. networking, and Internet-based wirtual
processing arenas. Q6 wall initially focus on value-added (ransactions
processing for selected e-commerce applications as well as the
develop t of c ial oppol ities in. digital Geographic
Information Services (GIS) and in satellite Intemet protocol multicasting.

Global Med Technologies, Inc.

Global Med Technologies, Inc. designs, develops, markets and support
information management software products for blood banks, hospitals,
centralized transfusion centers and other bealthcare related facilities.

Prospecis

The Hong Kong SAR government is vigorously pushing the use of IT in
Hong Kong. It has also announced that it is strongly supporting the
development of a “Cyberport” and a "Science Park” in Hong Kong,
These initiatives are creating tremendous business opportunities and
generating a boom in Hong Kong's IT industry. The Group, through,
eVision has actively participated in projects for telecom companies,
Internet service providers and e-commerce companies, henceforth has
full confidence in capluring these arising business opportunities in these
Net-refated projects.

In view of the Group's strong pasinership, solid financial standing and
proactive business strategy, the Group is optimistic with regard to its
perdormance in the future.
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CHAIRMAN'S STATEMENT - continued

Year 2000 compliance

The Year 2000 problem is the sesult of computer programs being written
using two digits rather than four 1o define the applicable rear.lﬁm-,-
computer programs that have time-sensitive software may moulgmze a
date wsing “D07 as the year 1900 rather than the year 2000. This could
result in a major system failure or miscalculations.

The Group has completed assessments on both compater h.irdwzr:e arl;d
software 1o ensure Year 2000 compliance. The date of completion is
extended to the end of September 1993 50 as to upgrade the individually
operated computer hardware.

The toral estimated costs of the plan for Year 2000 compliance will be
les than HK$500,000 and the amount incurred up to March 31, 1959
was around HK§200,000. The cost would be recorded either as assets
and amortized or 25 operating expenses acconding to the .Gmu_p"s
underlying accounting policies. It is expected thal .1:’:1e modification
cost do not have material effect on s financial position or results of
operations.

The Group believes the Year 2000 issue has no significant impact on
the Group's business operation.

Appeciation

1 would like to 1zke this opportunity to extend my appreciation to all
members of the management and staff for their hard work, Iu_yalw a_mi
dedication, and to my fellow directors for their contribution in coping

well with the difficelt environment in the year. | would like 16 express
my gra!ilude[urﬂuewiuabk pport and confidence of our S1OrS.

On behalf of the Board
CHAN HENG FAI
Chairman & Managing Director

Hong Kong, August 27, 1999
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DIRECTORS AND MANAGEMENT PROFILE

Brief biographical i

of the Group are as follows:
DIRECTORS

of the directors and senior management

Mr. Chan Heng Fai, aged 55, is the Chairman and Managing Director
of the Company. He has been 2 director since September, 1992 and
was appointed as Chairman and Managing Director in June, 1995, Mr.
Chan is responsible for overall business development of the Group. His
experience and expertise are in the finance and hanking sectors. He is
the spouse of Madam Chan Yoke Keow.

Madam Chan ¥oke Keow, aged 51, has been a director of the Company
since famuary, 1992, 5he is responsibie for the general administration
and financial planning of the Group. She has over 11 years experience
in financial manag and administrative. She is the spouse of Mr.
Chan Heng Fai.

Ms. Chan Sook fin, Mary-ann, aged 28, the dawghter of Mr. Chan Heng
Fai and Ms. Chan Yoke Keow. She was a refationship manager with one
of the leading bank in Hong Kong prior joining the Company as
executive director in September, 1997, Ms. Chan is responshile for the
retail operations and the development of Internet Marketing of the
Croup.

Mr. Fong Kwok Jen, aged 50, is a solicitor practicing in Singapore. M.
Fang is a partner of a solicitors” firm in Singapore.

ir. Trapp Robert Herman, aguid-i.'huldssmiurpusitium in the finance
industry in LLS.A. Mr. Trapp is now Director of several companies
listed in MASDALR.

Mir. Kam Kwong Chan, aged 66, is the Chairman of 2 Canadian Securities
firm for ower 10 years, The firm is a member of the Totonte Stock
Exchange and Vancouver Stock Exchamge, He has over 20 years'
experience in the finance and securities industry.

Mr. Ha Kee Choy, aged 42, is a feliow of the Chantered Association of
Centified Accountants, a fellow of the Taxation Institute of Hong Kong
and an associate of the Hong Kong Society of Accountants. Mr, Ha
holds directorship in several public companies listed in Homg Kong.

Mr. Wong Dor Luk, Peter, aged 56, has over 30 years' experience in
the fashion industry including distribution, sourcing, overseeing
manufacturing and exporting to international clients in France, the
United Kingdom, Germany and the US.

Mr. Lee Ka Leung, Daniel, aged 41, is a certified public accountant
and was admitted to practise in Hong Kong. He is a fellow of the
Chartered Association of Certified Accountants, a fellow of the Hong
Kong Socsety of Accountants and a member of the Taxation Institute of
Hong Kong. Mr. Lee is the managing partner of K.L. Lee & Partners
C.PA Lid. in Hong Kong,

SEMIOR MANAGEMENT

M. Lau Man Tak, aged 30, is the financial controlier of the Group. He
was graduated from the Hong Kong Polytechnic University with a
Bachelor Degree in Accountancy. He is an associate member of the
Chartered Association of Certified Accountants 2nd Hong Kong Society
of Accountamts, Mr. Lau worked with an international accounting firm
before joining the Group in 1995,
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NOTICE OF ANNUAL GENERAL MEETING

MOTICE 1S HEREBY GIVEN THAT the Annual General Meeting of the
members of Heng Fung Holdings Company Limited (the "Company™)
will be held at the Coral Room 1, 3rd Floor, Furama Hatel Hong Kong,
1 Connuaght Road Central, Hong Kong on Wednesday, September 29,
1999 at 9:00 a.m. for the following purposes:—

ORDINARY BUSINESS

To receive and consider the audited consolidated financial
slatements of the Company and the reports af the directors and
the auditors for the year ended March 31, 109,

To re-elect retiring directors and to authorize the board of directors

to fix the directors’ remuneration,

3. To re-appaint Deloitte Touche Tohmatsu as auditors of the Company
and to authorize the board of directors to fix their remuneration.
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SPECIAL BUSINESS
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4. As special business, 1o consider and, if thought fit, pass the
following resolutions as ordinary resslutions:-

(A} “THAT:

(il subject to paragraph (iii} of this resalistion and pursuant to

Section 578 of the Companies Ordinance, the exercise by the
directors of the Company ["Directors”) during the Relevan:
Period {as hereinafter defined] of all the powers of the
Company to allot, issee and deal with additional shares in
the capital of the Company and to make or grant offers,
agreements and options {including warrants, bonds, debentures
or securities convertible into shares of the Company] which
would or might require the exercise of sech powers, be and is
hereby g Ily 2nd unconditionally approved;

(i} the approval in paragraph (i) of this resolution above shall

autharize the Directors during the Relevant Period to make or
grant offers, agreements and options {including warranis,
baonds, debenture or securities convertible into shares of the
Company ) which Id or might require the exercise of such
powers aiter the end of the Relevant Period;

{iii} the aggregate mominal amount of share capital altotted or

agreed conditionally or unconditionally 1o be alloted (whether
pursuant to an option o7 otherwise} by the Direciors pursuant
to the approval in paragraph (i} of this resolution, otherwise
than pursuant to (2l a Rights lssue {as hereinadter defined); of
thy an issue of shares of the Company upon the exercise of
rights of subscription or conversion under the terms of any
warrants of the Company of any securities which are
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NOTICE OF ANNUAL GENERAL MEETING - continued

fiv)

convertible into sh of the Company; or fc) an issue of
shares of the Company wunder any option scheme or similar
arrangement for the time being adopied for the grant or issue
to employees of the Company andhor any of its subsidiaries of
shares of the Company, or rights to acquire shares of the
Company; or [d) an issue of shares of the Company as scrip
dividends pursuant to the articles of association of the
Company from time to time, shall not exceed 20 per cent. of
the aggregate nominal amount of the share capital of the
Company in issue as at the date of the passing of this
resolution, and the said approval shall be limited accordingly;
andd

for the |

]

of this lution:—

“Relewant Period” means the period from the passing of this
resalution unti] whichever is the earliest ofi—

fa)  the conclusion of the next annual general meeting of the
Company;

(bl the expiration of the period within which the mext annual
general meeting of the Company is required by the Laws
of Hong Kong to be held; and

e)  the date on which the authosity given under this resolition
being revoked or varied by an ordinary resolution of the
shareholders of the Company in general meeting.

“Right lssue” means an offer of shares open for 2 period fixed
by the Directors to holders of shares of the Company whose
mames appear on the register on a fixed record date in
proportion to their then holdings of such shares as a1 that
date (subject to such exclusions or other arrangements as the
Directors may deem necessary or expedient in relation to
fractiomal entitlements or having regard to any restrictions or
obligations under the faws of, or the requirements of any
recognized regulatory body or any stock exchange in, any
territory applicable 10 the Company).”

(B} *THAT:

(i

subject to paragraph (i} of this resolition, the exercise by the
directors of the Company (ihe “Directars”) during the Relevant
Period (as hereinafter defined) of all the powers of the
Company to purchase shares in the capital of the Company
on The Stock Exchange of Hong Keng Limited {the “Stock
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{C} "THAT, conditional on the p ing of

MOTICE OF ANNUAL GENERAL MEETING - continued

Exchange”) or on any other stock exchange on which the
shares of the Company may be listed and recognized by the
Securities and Futeres Commission of Hong Kong and The
Stack Exchanpe, for this purpose, subject to and in accordance
with all applicable laws and the requiremenis of the Rules
Gowverning the Listing of Securities on the Stock E.nzhang,e_ o
any other recognized stock exchange as amended from time
to time, be and is hereby generally and unconditionally
approved;

(i} the aggregate inal t of sh in the capétal of the
Company which may be purchased by the Director of ll:te
Company pursuant to the approval in paragraph (i) of this
resalution shall not exceed 10 per cenl. of the aggregate
nominal amount of the shase capital of the Company in isswe
as at the date of the passing of this resolution, and the said
appeaval shall be limited accoedingly: and

(i1 for the purpose of this resolution:-

“Rel t Period” the period from the passing of this
resolution until whichever is the earfiest of:-

{al the conclusion of the next annual general meeting of the
Company;

(b} the expiration of the period within which the next annual
E aprﬂ ring of the Company is required by the laws
of Hong Kong to be held; and

tc] the date on which the authority given under this resolution
being revoked or vasied by an ordinary resplution of the
sharehobders of the Company in general meeting.”

o [

¥ rest numbered
A[4) and 4(B) set out in the potice (“the Motice”) convening this
meeting of which this resolution forms part, the general mandate
granted to the directors of the Company [*Directors™) to allot sha_ms
in the capital of the Company pursuant 1o ordinary resolution
numbered 41A) set ol in the Notice be and s hereby extended by
the addition to the aggregale nominal amount of share capital of
the Company which may be allotted or agreed conditionally or
uncenditionally to be allotted by the Directors pussuant 1o sfu:h
general mandate of an amount representing the aggregate qam:rral
amount of shares in the capital of the Company which are
purchased by the Company under the authority granted to _lhe
Directors pursuant to ordinary resolution 4{8) set out in the Notice,
provided thar such amount shall not exceed 10 per cent. of Ebe
aggregate nominal amount of the share capital of the Company in
issue as at the date of the passing of this resolution.”
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NOTICE OF ANNUAL GENERAL MEETING - confinued

5.

1.

[

As special business, to consider and, if thought fit, pass the
following resclution as a special resolution:

“THAT, article 57 of the Company’s New Articles of Association be
amended as follows:-

(i) by deleting the word “three” in the sixth line thereaf and
substititing therefor the word “five”; and

(i) by deleting the words “two Members so entitled, if that
Member of those two Members together hold not less that
fifteen per cemt. of the paid wp Share Capital of the Company,”
in the seventh to tenth lines thereof and substi g theret
the wonds “Members representing not less than one-tenth of
the total voting rights of afl the Members having the right to
wole at the Meeting; or be a Member or Members holding
shares in the Company conferring a right to vole a1 the
Meeting, being shares on which an aggregate sum has been
paid up equal to not less than one-tenth of the total sum paid
up on all the shares conferring that right,”

. By order of the Board
Chan Suk King, Toe
Company Secretary

Hong Kong, August 27, 1999

Ppres:

A member entitled to attend and vote at the above Mesfing mzy appoin
one praxy for, ia the case of a Member whao is the holder of pao of morce
shares in the Company, appoint not mode than two proxies) 10 atbensd and,
on a poll, sote on his behali. & proxy need not be a member of the
Companry.

In order o be valid, a form of proxy together with the powes of atorney
or other authaodty (i any) under which it is signed, or a notarially cenified
copy thereof, mest be deposited at the registered office of the Company in
any event nat bess tham 48 howes before the time appoinsed for holding the
. ing or any adj d ing. Campd and return of 2 foem of
proxy will not preciade you rom atlending and voling in persom if you are
subsequently able b be present.

In comnection with Resodution Mo. 448) 2bove, the attention of shareholders
in deawn to the Explanatory Staienvent 1o be sent shancholders of the
Company contaming a summary of the maore imponant provisions of the
Rudes Governing the Listing of Secusities on The Stock Exchange of Hong
Kong Limited {the “Stock £xchange”) in refation to the parchase of shares
in the: Ssock Exchange.
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DIRECTORS' REPORT

The directars present their annual repon and the audited financial
statements for the year ended March 31, 1999

PRINCIPAL ACTIVITIES

Comp ts as an investment holding company and pr.ml'id_es
It:porane r:::a;;ment saén.rices.fheprindpaﬂ activities of its subsidiaries
are i t hobding, propesty i 2 and developmens, financial
and securities investment.

i i its i in Fronteer
During the year, the Group increasad its investments in F :

Ir:e:msﬁonal Holdings Limited (*Fronteer Hk:':urand Fromteer Fma_m_ud
Holdings, Limited [*Fronteer USAT), by ap|:4r113:|.1'r=amzl)r H}CSI.} i llipn
and HK$7.7 million respectively. Fronteer LISA is an associated company

HK for the setilernent of the acquisitions of 50,000,000 ondinary
at a price of HK§0.13 each together with the entire preference share
capital, which amounted to HK$68.5 millicn, of Frenteer HX, became
a 55.B6% owned subsidiary of the Group as at March 31, T999.

During the year, the Greup also dispose_d of its entire interests in a
sub\si:‘fgiarf a:d cestain associated companies and resulted in a net gain

WEAREN

EPHEHARRTE-AANLF=AE
A EFEERERATEME
FE.

EERH

wpan—RESRAE- ERALAT
BN HERLG:ITERRARNE
R-SEREESR-EERARRN

EaApES R R EEEERER R
AE (TEE]) BFronteer Financial
Holdings, Limited | [ Fronteer USAJ |
£ S0 E - B S P8 b0 #1300, 0007 TR
7,700,000 7+ Fronteer USATS 4 M 2
BELF-ER-ERHESELSEEN
£ B 75,000,000 T2 B0 BLITE
mASEERODNERZAER
50,000,000 - BMEEEIWE
68,500,0007 T2 A BB EE HE
pP—pAhE=A=t—HAmBhixRE
WA BREL BB E-

Ep-AgEGEEER-REELAR
ETRELTIADES NWMAEAA

on dispesal of approximately HK56.8 million. £ #16,800,00058 T+
SEGMENTAL INFORMATION AWER
ibuti i it NEF-RAAFE=RA=T—
’ awer and contribution to loss from cedinary activities EFHLEWE
mﬁtn:u;t the year ended March 31, 1999, analysed by principal  H £5 EEEER ﬁg&;ﬁ;ﬁ?ﬂﬂ_}%
activity and by geographical market, are as follows: gEEREREEER :
it
BREHRL BEA
nIe NEREEN BEFE @ NEEEEN
Conlribution
tao loss from " L
ordinary onbribulion
activities 10 loss from
exclnding oedinary
enceptional Exceplional alivities
HKS 000 HES 880 HES 200 HIES 000
incipal activity: TERR:
mmmﬂmmims l#i:i&éiﬂz _— bt B -
b Lo EE:A 25,987 18,987 = 25,987
IMM Immm and developesent EERERAN 1,51 1,406 16,459) (15,083}
40,288 19,404 (6, 489) 12,915
—
hare 15 of assacianed i ; (Fam23) = 29,523)
Conpor = wwm'h . R ig;gﬂé.t! (50,417} 38,542 111,773)
Imﬂ:.mﬂi ;.E 21 650K - 1650
5,526) 21,153 (29,373)
er Mﬁmwkﬂ ek ii:l 3450 1,45% 5800 &9
Im- - &E 35,944 27,193 N5.903 11,284
s e a EEE 854 752 . 752
40,288 25.404 6. 485) 12,915
P i {29,623} - [X9.223)
ﬁﬂmﬂ"mm"-h d:”uﬂmmu gg’f‘zﬂixi (50,2171 36,642 N .775)
mi:pem HOES 1530 = 16501
{51,526] 23,153 29,373

P——'Mrl

DIRECTORS" REPORT - continued

SUBSIDIARIES AND ASSOCIATED COMPANIES

Details of the Company’s subsidiaries and principal associated
companies a1 March 31, 1999 are set oul in noles 40 and 47 to the
financial statements respectively.

RESULTS

The results of the Group for the year ended March 31, 1999 are set out
in the consolidated profit and loss account on page 22.

RESERVES

Movements during the year in the reserves of the Group and the
Company are set out in node 24 to the financial statements.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
fior the past five financial years is set out on page 69.

FIXED ASSETS

The Group revalued all of fls invesiment properties at March 31, 1999,
The revaluation resulted in a net deficit amounting to HK$4, 520,000
which has been charged 1o the profit and foss accowent.

Details of these and other movements during the year in the fixed
assets of the Group and the Company are set ount in note 11 1o the
financial statements.

MAJOR PROPERTIES

Dwetails of the major properties held by the Group at March 31, 1999
are set out on pages 70 and 71 of the annual report.

BORROWINGS AND INTEREST CAPITALISED

Motes payable, obligations under finance leases and bank loans, which
are repayable within one year or on demand, are classified as current
liahilities. A repayment analysis of notes payable and bank loans are

set out in notes 26 and 27 to the financial statements respectively.

Intenest capitalised by the Group during the year in respect of properties
under develop for sale d 1o HK$816,000.

SHARE CAPITAL, WARRANTS AND SHARE OFTIONS

Details of movements in the share capital and of the Company
ane set out in notes 21 and 22 to the financial statements respectively.

Mo share options was granted by the Company during the year. Details
of the share option scheme of the Company are set out in nate 23 to
the financial statements.
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DIRECTORS' REPORT - continued

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED
SECURITIES

During the year, neither the Company nor amy o{ its wlrs-idliaries
purchased, sold or redeemed amy of the Company’s listed securities.

DIRECTORS

The directors of the Company during the year and up to the date of this
report wene:

Executive directors;

Chan Heng Fai
Chan ¥oke Keow
Chan Sook in, Mary-ann

Independent non-executive directors:

Lee Ka Leung, Daniel
Wong Dor Luk, Peter (appointed on September 1, 19%8)

Lai Yuk Kwong, Derek {resigned on September 1, 19%8)

Other non-executive directors:

Ha Kee Choy

Trapp Robert Herman
Fong Kwok Jen

Kam Kwong Chan

Altemnate directors:

Lau Man Tak {albernate 10 Trapp Robert Herman)
Lan Kwok Fai {alternate 1o Chan Heng Fai)
Waooldridge Mark Dean  {alternate to Fong Kwok fen)

Chan Tong Wan {alternate 10 Kam Kwong Chan)

In accordance with Articles 78 and 79 of the Company’s A.rﬁ::!es of
Association, Messrs. Wong Dor Luk, Peter and Fong Kwok fen retire by
rotation and, being eligible, offer themsetves for re-election. The temm
of office of each independent non-executive directar and other non-
executive director in the period up to his r by rotation and re-
appaintment are in accordance with the above articles,

L% 3.8 S R |
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DIRECTORS" REPORT - continued

DIRECTORS" INTERESTS IN SHARES

At March 31, 1999, the interesits of the directors, chief executives and
their associates in the share capital of the Company as recorded in the
register maintained by the Company pursuant to Section 29 of the
Securities (Disclosure of Interests) Ordinance (“501 Ordinance”) were

WWABEN "

wEEREIRELE

B—AALAFE=ZA=Z+—R-REEL s
BEESS EREL RN TREEEE
POSRTRZERARE -
EFBAARESZRBAERELA

as follows: ZREPHTIELENT:
HfrrataH
Mumiber of securities beld
WS HWAEL LG WHREL RREL
Persomal Corparale Family Other
MName of direclors inlerests imlemests inferests inferests
Chan Heng Fai BetaE 15,850,291 shares 117,195,876 shares 49,454,724 shares -
{naite 1) inote 2
25,850,201 MER 117,195,576 B H 494847 B
(HEEN IR
Chan Yoke Keow MEER 24,857,294 shares 10,193,840 shares 143,046,167 shares 14,433,600 shares
[noite 3} inode 4| [note 5)
24857 204BER 10,193 240REE 143 0460167 RE 14.433, 6008 & £
I iR 1S5
Chan Sook fin, g 358 25,680 shares - 3,006,000 shares -
Mary-ann inode 6]
15, 6508 B & 3,016,000 B %
(i ksl
Trapp Robert Herman - 6,750,000 shates - -
{note 71
6,750,0008 | &
BT
Foog Kwok fen ERS 2,078,000 shares - = -
2,078, 0008 B i
Waong Dor Luk, Peter TEFH 280,000 shares - - -
280,000 8 8
MNoles: i

1. These shares ane ovmed by Firg Pacilic Imematicnal Limited and

T ERRAERENLT (IR N

A

ERRBEARSEENANRETE

LEANEETF:

HITHY:

Bl

HES

B gt

RrFRoESD:

FER

EX 2 4 (B—hLASF
AH—HAREE

BREX (8t —hoAcE
LA —H B

REFRiTEs:

MRy

Trapp Robert Herman

WEN

HER

WiIEE®:

W {Trapp Robert Herman
ZRIEES)

HES (BT

Waooldridge IRz REES

Mark Dean
B (HARZHEES)
BiksArAAANERANETR

7ol EERAERERMEEGAL
BoEAREERMNERE-REERT
FERHEFROEFIEHEREL

Fai China & Asiy Industries Limited, in which M. Chan Heng Fai, (*Mr.
Chan"l kas a beneficial interest.

2 These shares are owned by Mrs. Chan Yoke Keow ["Mirs. Chan”], the
spouse of M. Chan,

& M 2 Firgt Pacific International
Limiled R E W PE & RGRL AN -

HYREReNETZERREN L+
(Thet]) My

ERMREFEL - EFEEERERE

HBRIE-

x These shares are owned by BPR Holdings (BC) Inc. and BPR Haldings
kFar East) Limited, im which Mrs. Chan has a bereficial interest.

4. These shares are owned by Mr. Chan, the spoese of Mes. Char.

5 These shares ane owmed by a discretionary trust, Bermuda Trust (Sowth
Pacific) Limited. Mrs. Chan is one of the discretionary objects.

£ These shares are cwned by Me. Wooldridge Mark Dean, the spouse of
Ms. Cham Sook [n, Mary-ann.

T These shases are owned by Spurwood Corporation, 2 company which is
controlled by M. Trapp Roben Herman,

3. EERGORLERNENT PR
Holdings {BC1 Inc. RBPR Holdings
(Far Easth Limiteds f -

4. HYRBOMILIRARETR

5 EYRRE—-ALEQ X Bemuda
Towst (South Pacidich Limited® 7 - &
MEtHERGRZZSAZ—

6. EFTRGEARERALC+tIEN
Wooldridige Mark Dean 4 8 A7~

. 5% B 6 82 Trapp Robert Hesman %%
2 ¥ 2 Spurwood Corporation® Y «



DIRECTORS' REPORT - conlinued

DIRECTORS' INTERESTS IN SHARES - continued

Other than as disclosed abowve and nomines shares in certain subsidiaries
held by directors in trust for the Group, at March 31, 1999, none of the
directors, the chief executives, and their associates had any interests in
any shares of the Company or any of its associated corporations. as
dedined in the SD1 Ordinance.

DIRECTORS" SERVICE CONTRACTS

On November 9, 1998, a service conbract was entered into between
the Company and Mr. Chan, for a term of five years expiring on January
31, 2002, terminable by Mr. Chan on 180 days" notice. The terms of
this service contract are deemed to have taken effect on February 1.
1997 This agreement has superseded the service contract dated Febmuary
1, 1997 and the supplementary agreements dated August 1, 1997 and
February 1, 1998.

Commencing from February ¥, 1998 to January 31, 2002, 1he contract
provides for the payment of a salary of the greater of [i] an annual
salary equals 10 5.9% of the net assets value of the Company shown in
its consolidated audited accounts at each financial year end of the
Company, and fiil 107% of the basic salary for the period from February
1. 1997 1o January 31, 1998, Besides, Mr. Chan is also entitled 10
receive an accommaodation allowance of HK$30,000 per month.

I the event that the Company chould terminate Mr. Chan's employment
following the change of conirol of the Company, as defined in the
contract, or for any reasons not specifically excluded in the contract,
M. Chan shall be entitled to receive a lump sum equal to the sum
which would have been payable by the Company as gross salary in
respect of the unexpired term of the senvice contract on the date notice
of tenmination is given as liquidated damages.

On February 1, 1997, a service contract was entered between the
Company and Mrs. Chan, for 2 term of five years expiring on February
1, 2002, terminable by Mrs. Chan on 180 days' notice. The contract
provides for the payment of a basic salary of HK$88.000 per month,
together with 2n additional amount equal to one month’s salary payable
in February of each year. The hasic salary is to be revised on an annual
basis by not less than 10% per year. In addition to the basic salary,
Mrs. Chan shall be entitled to receive an accommodation afl e of
HK$30,000 per month. In the event that the Company should i
Mrs. Chan's employmsent following a change of control of the Company
as defined in the contract, or for any reasons not specifically excluded
in the conract, Mrs. Chan shall be entitled to receive a lump sum
equal to the sum which would have beea payable by the Company as
gross salary in respect of the unexpired term of the service contract on
the date rotice of termination is given as liguidated damages.
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DIRECTORS' REPORT - continued

DIRECTORS" SERVICE CONTRALTS -~ continued

On Felbruary 1, 1998, a supplementary agreement on the service comtract
was entered into between the Company and Mrs. Chan in substitution
for various terms of the service contract referred to above. The
suppd ary agr prowides fior the payment of 2 salary of the
greater of (i} an annual salary equal to 1% of the net assets value of the
Company shown in its consolidated audited accounts at each financial
year end of the Company, and [ii) 110% of the basic salary as mentioned
in the service contract enered on February 1, 1997,

Other than as disclosed above, none of the directors has a service
comtract with the Company which is not detesminable by the Company
within one year without pay of o ation, oiher than statutory
compensation.

DIRECTORS® INTERESTS IN CONTRACTS AND CONNECTED
TRANSACTIONS

Other than certain transactions as disclosed in note 38 to the financial
statements, no other contract of significance 1o which the Company or
any of its subsidiaries was a party and im which a director of the
Company had a material interest, whether divectly or indirectly, subsisted
at the end of the year or al any time dusing the year.

ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES

During the year, the outstanding options to subscribe for shares in the
capital of the Company at subscription prices from HES0.3064
to HK$0.4512 per share granted 1o certain directors of the Company
under the share option scheme of the Company, are as follows:

LRl = Bibnm figm fiem

W AWEN =

WY -m

BR—ALAE_R—H -xOTH0MT+
BERSHITIT -HETSR- LAY
FHEEHcHEEK- BN R
FAETMNEE - 2ERhORSRELAE
BHATETESESErSEREAME N
G Todubed - 3 F L L . 1T
—hWhLEFE-—E—HUEXRESHS
BEEESX 0% I CIERERE) -

BLxHEmEs nEEwinan
S AT B A W) R AT R —AE R B AR RE
B ERS) S RS

LR acfckd B30 | 23

RS R e AR S TN R
SRS A AL FURE M) AR S ST (T
EoEEETrEEEL AT EES
:E!ﬁikﬁﬁ AlRERZEES

LN 4] o d

RESFEA-FLCIREBHESERER
H-BRTFEL85 FTEFTUESR03064
BREE0SNETCEMEERELA
BErRBIEETRERNED T

B—hhAy
MH-—-RR
i

ZR=+—8

Hifhigran
mERREH
Number of
option shares

Exercise Exercisable at 4.1.1998
Mame of director Date of grant price period and 3.31.1999
HKS$
Chan Heng Fai B (i} 4.22.1996 0.4025 4.22.1996
bo
.21, 2006 1,000,000
[if} 5.15.1997 04512 5.15.1997
1]
5142007 6,660,000
[iEi) 10.26.1997 0L3064 10.26.1997
o
10,25.2007 14,400,000



DIRECTORS' REPORT - continued
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ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES - continued AR SR iR 2 R -5

B—RRASE
MH— R
— R iudE
=Z=A=+—8
HEkifrezER
HEEHEN friem frem mERGEH
f e iE ] B
option shares
outstanding
Exercise Exercisable at 4.1.1998
Mame of director Date of grant price period and 3.31.1999
HES
Chan Yoke Keow LB i} 4.22.1996 0.4025 4.22.1996
10
4.21.2006 2.071,739
(i) 5.15.1597 04512 5.15.1997
]
5.14.2007 6,660, D00
{iig} 10.26.1997 0.3064 10.26.1997
]
§0.25.2007 14,400,000
Chan Sook Jin, Mary-ann mEA (i} 10.26. 1997 0. 3064 10.26.1997
to
10.25. 2007 25,000,000
Trapp Robert Herman (i) 5.85.1997 4512 5.15.1997
o
5.14.2007 G80, 000
(i) 10.26. 1997 L3064 10.26.1997
to
T0.25. 2007 7,000, 000
Mo options was granted or exercised during the year. o4 5 8 R B O O i SR AT HE .
Dretails of the share option schesme 2re set out in note 23 to the financial ERpESNENRRUEREEE -

statemenis.

Consideration of HKS$T was received from each of the option helders,
at the time that the options were accepted.

On November 25, 1998, Fromteer Financial Holdings, Limited [*Fronteer
LISA"} granted 2,800,000 non-gualified stock options to purchase shares
of common stock o members of the Board of Diirectors of Fronteer
usA, which includes Mr. Chan at a price of US$0.2 per share which
was eqeal 1o the closing price of the common stock as reported on the
OTC Bulletin Board on that date. The options vest at the rate of 20%
per year through November 25, 2003 and expire on Vlhe- anniversary
date in 2008; provided that no option shall be exercisable u_n.t:[ and
unless basic eamnings per share for any fiscal year commencing with
the fiscal year ending September 30, 1999, are equal to or exceed
US50.1 per share.

EmpESRERH LLACHSEER
FHEST AR ZRE.
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Financial Holdings, Limited ( [ Fronteer
USAL] BlFronteer USAER R ESH (8
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DIRECTORS" REFORT - continued

ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES — continued

On january 28, 1999, Mr. Chan was granted options to purchase
8,000,000 shares of F USA's cr stock at US$0.3 per share,
which was the fair market value of the stock on the date of grant. The
oplions are exercisable immediately through January 27, 2009. The
gramt was approved by a vote of the Board of Directors of Fronteer
USA, in which Mr. Chan abstained.

In January 1999, the Board of Directors of Fronteer Development Finance
Inc. (“Fronteer Development”), a subsidiary of Fronteer USA, which
includes Mr. Chan, authorised the 1999 Incentive and Non-statutory
Stock Option Plan. The Board of Directors of Fromeer Development
granted, to its directors, which includes Mr. Chan, options to purchase
620,000 shares of Fronteer Develapment’s comman stock at UIS$3 per
share, exercisable immediately and for 2 period of ten years.

Other than as disclosed above, 2t no time during the year was the
Company or any of its subsidiaries a party to any arrangements to
enable the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any
other body corporate, and neither the directors nor the chiel execustives,
nor any of their spouses or children under the age of 18, had amy right
o subscribe for the securities of the Company, or had exercised any
such rights during the year.

SUBSTANTIAL SHAREHOLDERS

Other than the interests disclosed above in respect of certain directors
and chief executives of the Company, the register of substantial
shareholders maintained by the C y pursuant to Section 1641} of
the 501 Ordinance disclosed no other person as having an interest of
10% or more in the issued share capital of the Company as at March
31, 1999,

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended March 31, 1999, the aggregate amount of interest
income attributable to the Group's five largest customers accounted for
approximately 65.7% of the Group’s total twmower and the amount of
interest income attributable to the Group's largest customer was
approximately 21.9% of the Group's total twmover. The aggregate
amount of punchases attributabie to the Group's five largest customers
accounted for less than 30% of the Group's total purchases.

The five largest customers included Fronteer HK and Fronteer LUSA and
the amounts of turnover attributable to them accounted for
approximately 21.9% and 15.1% respectively.

Apart from the indirect interest in Fromteer HK and Fronteer USA, by
wvirtuwe of holding of the Company’s shares, none of the directors, their
associates or any shareholders {which 1o the knowledge of the directors
owns mose than 5% of the Company’s isswed share capital) has any
interest in any of the Group's largest customers.
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DIRECTORS' REPORT — continued

POST BALANCE SHEET EVENTS

Desails of the significant post batance sheet events ane set out in note
39 1o the financial statements.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended March 31, 1999
with those paragraphs of the Code of Best Practice, as set out in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stack Exchange of Hong Keng Limited, with which it is required to
report comgdiance. On December 28, 1998, the Company established
an Audit Commitiee comprising Messss. Lee Ka Leung, Daniel and
Wong Dor Luk, Peter independent non-executive directors of the
Company. In establishing the terms of reference for this committee, the
directors have had regard 1o “A Guide for the Formation of an Audit
Commiltee” issued by the Hong Kong Society of Accountants in
December 1997,

YEAR 2000 COMPLIANCE

Thve Year 2000 problem is the result of computer programs being written
using two digits rather than four to define the applicable year. Any
compteter programs that have time-sensitive software may recognise a
date using “00” as the year 1900 rather than the year 2000. This could
result in a major system [ailure or miscalculations.

The Group has completed assessments ¢n both computer hardware and
software to ensure Year 2000 compliance. The date of completion is
extended to the end of September 1999 so as to upgrade the individually
operated computer hardware.

The tot2] estimated costs of the plan for Year 2000 compliance will be
Jess than HKS300,000 and the amount incurned up 1o March 31, 1999
was approximately HKS200,000. The cost would be recorded either as
assets and ised or as operating exp es accoeding to the Group's
underlying accounting policies. It is expected that the modification
cost do not have any material effect on its financial position or results
of operatiens.

The Group believes the Year 2000 Essue has no significant impaclt on
the Group's business operation.

AUDITORS
A resolution will be submitted 1o the annual general meeting o re-
appaint the awditors Messrs. Dreloitte Towche Tohmatsu.

On behalf of the Board

CHAN HENG FAI
CHAIRMAMN AND MANAGING DIRECTOR

August 27, 1999
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AUDITORS' REPORT

BEEERS

Deloitte Touche
Tohmatsu
& FEmET

TO THE MEMBERS OF HENG FUNG HOLDINGS COMPANY LIMITED
fincorporated in Hong Kong with limited lizbility)

We have audited the financial statements on pages 22 to 68 which
have been prepared in accerdance with accounting principles generally
accepled in Hong Kong.

Respective respansibilities of directors and auditors

The Companies Ordinance requires the directors to prepare financial
staternents 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 consisteatly.

It is our responsibility o form an independent opinion, based on our
audit, on those statements and to report our opinion Lo 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 judgments 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.

We planned and performed our audit s0 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 mi In g
our opinion we also evaluated the overall adequacy of the p ion
of information in the financial statements. We befieve that our audit
provides a reasonable basis for our opinion.

Opinion

In our apinion the financial statements give 2 true and fair view of the
state of aifairs of the Company and the Group as a1 March 31, 1999
and of the loss and cash flows of the Group for the year then ended
and have been properly prepared in accordance with the Companies
Ordinance.

DELOITTE TOUCHE TOHMATSU
Certified Public Accountants

August 27, 1999
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CONSOLIDATED PROFIT AND LOS5S ACCOUNT

FOR THE YEAR ENDED MARCH 31, 1999

TURNOVER
OPERATING PROFIT (LOSS)
Continuing operations excluding

exceplional items
Exceptional items

SHARE OF RESULTS OF ASSOCIATED
COMPANIES

LOSS FROM ORDINARY ACTIVITIES
BEFORE TANATION

TAXATHOM

LOSS BEFORE MINORITY INTERESTS
MINORITY INTERESTS

LOSS FOR THE YEAR

LOSS PER SHARE
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Motes 1999 1998
HKS$"000 HK$'D00

3 40,288 172,297
4 (21.703) (28,480}
5 22,153 (126,872}
450 (155,352}

(29,823} (29,448)

29,373} [184,800)

& [4,253) 773
133,626) [184,027)

{703) 217
9 134,329) (181,856)
L[] {2.75) centstl (17.58) centsfl

CONSOLIDATED BALANCE SHEET

At MARCH 31, 1999

FIXNED ASSETS

MR

INTERESTS IN ASSOCIATED COMPANIES BB AR XN E

PROPERTIES UNDER DEVELOPMENT

FOR SALE
OTHER INVESTMENTS
OTHER RECEIVABLES

NET CURREMT ASSETS

Financed by:

SHARE CAPITAL
RESERVES
SHAREHOLDERS' FUNDS
MINORITY INTERESTS

DXEFERRED TAXATION

ROTES PAYABLE - DUE AFTER

ONE YEAR

FRZBRDHR

BT 24
I i o T 3k
EMEAES R

Fewmn:

BE

e

BHRE

La 13 Lk
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—EEBMEEH TS

ETuHAENNE
BR—AAAE=A=Z+—N
Bt
Notes 1959 1598
HKS$"'000 HKS'000
mn 49,013 31,833
13 35,516 34,609
14 50,400 61,500
15 30,000 59,730
16 3,482 3,855
Lt 150,027 211,516
358,438 405,053
2t 32,614 312,614
4 44,079 £4,310
356,693 396,984
838 135
25 907 843
6 - 7,091
356,438 405,053

The financial statements on pages 22 1o 68 were approved by the Board of Directors on August 27, 1999 and are

signed on its behalf by:

FNAESHANRMBERRER -~ AANFAA S F LIRSS S THESRARF:

Chan Heng Fai
Director
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Chan Yoke Keow B EM
Direcior e



BALAMCE SHEET
At MARCH 31, 1999

FIXED ASSETS

INTERESTS [N SUBSIDIARIES

HEmnE
PEE&EZED

INTERESTS IN ASSOCIATED COMPANIES RSB 2 S 2ZHE

OTHER INVESTMENTS
OTHER RECEIVABLES

MNET CURRENT ASSETS

Financed by:
SHARE CAPITAL
RESERVES

SHAREHOLDERS' FUMNDS

Chan Heng Fai
Director
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MNodes

11

12

13

15

16

17

21

24

1999 1998
HK$"000 HK$ 000
1,413 2,234
303,838 367,266
4,557 4,165

- 40,130

- 300
44,342 51,376
354,150 465,471
312,614 312,614
41,536 152,857
354,150 465,471

Chan Yoke Keow MR

Director

X

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED MARCH 31, 1999

MET CASH OUTFLOW FROM
OPERATING ACTIVITIES

RETURNS OM INVESTMENTS AND
SERVICING OF FINANCE

Interest received

Dividends received

Interest pn bank and other borrowings
paid

Interest on obligations under finance
feases paid

MET CASH INFLOW FROM RETURNS
ON INVESTMENTS ANMD SERVICING
OF FINANCE

TAXATION
Tax paid

INVESTING ACTIVITIES .

Investment in convertible loan notes of
an associated company

Purchase of ather investments

Increase in loan and amounts due
from/to associated companies (net)

Purchase of fixed assets

Investment in associabed companies

Sales proceeds on disposal of other
investments

Purchase of subsidiaries {net of cash and
cash equivalents acquired)

Decrease in other receivables

Disposal of interest in a subsidiary
[met of cash and cash equivalents
disposed of)

MET CASH OUTFLOAW FROM
INVESTING ACTIVITIES

MET CASH OUTFLOAW BEFORE
FEMAMCING
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1999 1998
HKS" 000 HKS D00
119,873) 1124,019)
18,837 18,792
919 1.366
[T,4600 (3. 426)
(46} 162)
18,250 16,670
{375} (i1
(30,940} 130,932}
i11,619) 169,697)
(3,642} 162, 724)
{1,608} (2.291)
{1.3300 (114,452}
8,510 19,897
3,460 -
384 2,808
(B30 (3,049)
(37,610 (260,440}
{39,608) (367,800)
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CONSOLIDATED CASH FLOW STATEMENT - continued

FOR THE YEAR ENDED MARCH 31, 1999

FINANCING

Repayment of obligations under
fimance leases

Repayment of notes payable

Repayment of secured bank loans

Issue of endinary shares

Repayment of unsecured bank loans

Shares issued expenses

Contribution from minority shareholders

of subsidiaries

Repayment of advances from minority

shareholders of subsidiaries

NET CASH [OUTFLOW] INFLOW FROM

FINAMCING

{DECREASE) INCREASE IN CASH AND

CASH EQUIVALENTS

EFFECT OF FOREIGN EXCHANGE RATE

CHANGES

CASH AND CASH EQUIVALENTS AF

BEGINMING OF THE YEAR

CASH AND CASH EQUIVALENTS AT

END OF THE YEAR

AMNALYSIS OF THE BALAMCES OF
CASH AND CASH EQUIVALENTS
Bank balances and cash
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Note 1999 1998
HKS"000 HKS"000
32
(325) [433)
i {97
(20,0000 -
= 526,399
5 129,432)
= {14,406
. 936
= (482}
{20.436) 482,485
{60,044) 114,685
- (1,843)
140,571 27,729
80,527 140,571
80,527 140,571

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 1999

GEMNERAL

The Company is a public limited company incorporated in Hong
Kong and ils shares and warrants are listed on The Stock Exchange
of Hong Kong Limited (the “5tock Exchange®).

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies which have been adopted in
preparing these financial statements and which conform with
accounting principles generally accepled in Hong Kong are as

follows:
Basis of consolidation
The consolidated financial statements. incorparate the financial

of the Co y and its subsidiaries made up 1o March
31 each year,

LE

The results of the subsidiaries and associated companies acquired
or disposed of during the year are included in the conscledated
prodit and boss account from the effective date of acquisition or
up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances within
the Growp are eliminated 6n consofidation.

Acquisition and disposal

On the acquisition of a business, including an interest in a
subsidiary or an associated company, fair value is attributed 1o
the Group's share of the separable net assets acquired. Where
the cost of acquisition exceeds the fair value attributable to
such net assets, the difference is treated as purchased goodwill
and is written off directly to the goodwill reserve in the year of
acquisition. Where the directors consider that there has been a
permanent diminution in value of goodwill, an amount equal 1o
the diminution is transferred from the goodwill reserve and
charged 1o the profit and loss acoount.

On the disposal of a previously acquired business, the attributable
amount of purchased goodwill relating 1o that business not
previously charged to the prodit and loss account is included in
the determination of the profit or loss on disposal of the business.

Revenue recognition

Premiums received from the inception of equity derivative
instrurnents are taken into the caloulation of the gain or loss
arisimg on the equity derivative instruments upon the date of
expiration or termination of the contracts.

Securities trading income is recognised when contracts are
executed,

Dividend incomve from investments is recognised when the
sharehobders’ right to receive payment has been established.
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NOTES TO THE FINANCIAL STATEMENTS — continued
FOR THE YEAR ENDED MARCH 31, 1999

24

SIGNIFICANT ACCOUNTING POLICIES - continuwed

Revenue recognition - continued

Rental income, including rentals inveiced in advance from
properties under operating leases, s recognised on a straight
line hasis ower the terms of the lease.

Interest income is accrued on a time basis by reference to the
principal outstanding and a1 the rate applicable.

3 Rt s
I s i ies

A subsidiary s an enterprise in which the Company, directly or
indirectly, holds more than half of the issued share capital, or
cantrols more than half of the voting power, or where the
Company controls the compaosition of its board of directors or
equivalent governing body.

Ivestments in subsidiaries are included in the Company’s balance
sheel at cost less provision for permarent diminution in value, if
necessary.

Investments in associated companies

An associated company is an emerprise over which the Group is
in a position to exercise significant influence, including
participation in financial and operating policy decisions.

The consolidated profit and loss account includes the Group’s
share of the post-acquisition results of its associated companies
for the year. In the consolidated balance sheel, interests in
associated companies are stated a1 the Group's share of the met
assets of the associated companies.

The results of associated companies are acccunied for by the
Company on the basis of dividends received and receivable
during the year. in the Company’s balance sheet, investments in
associated companies are stated at cost less prowision for
permanent diminution in value, if necessary.

Leases

Leases ane classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
of the assets concerned Lo the Group. Assets held under finance
leases are capitalised at their fair value at the date of acquisition.
The principal portien of the comespanding leasing commitments
is shown as obligations of the Group. The finance costs, which
represent the difference between the total leasing commitments
and the fair value of the assets acquired, are charged to the
profit and loss account over the term of the relevant lease so as
to produce a constant periodic rate of charge on the remaining
balance of the ohligations for each accounting period.

Al other leases are classified as operaling leases and the annual

rentals receivable or payable ase credited or charged respectively
to the profit and loss account on a straight line basis over the

terms of the lease.
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NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED MARCH 31, 1999

k9

SIGNIFICANT ACCOUNTING POLICIES - continued
Investment properties

Investment properties are completed properties which are held
for their investment patential, any rental income being negotiated
at arm’s length.

Imvestment properies are stated a2 their open market value based
on independent professional valuations at the balance shest date.
Any surplus or deficit asising on the revaluation of investment
properties is credited or charged to the investment propesty
revaluation reserve unless the balance of this reserve is
insufficient to cover a deficit, in which case the excess of the
deficit over the balance of the in property lyation
reserve is charged to the profit and loss account. Where a deficit
has previously been charged to the prodit and loss account and
a luation surpl hsequently arises, this surplus is credited
1o the profit and loss account 1o the extent of the deficit

previgusly charged,

On disposal of an investment property, the balarce on the
investment property revaluation reserve attributable to that
property is transferred to the profit and foss account.

No depreciation is provided on investment properties except
where the unexpired term of relevant lease is 20 years or less.

Fived assets and depreciation

Fixed assets other than investment properties are stated at cost
or valuation less depreciation. The cost of an asset comprises its
purchase price and any directly attributable costs of bringing
the asset to its present 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
averhaul costs, is normally charged to the profit and boss account
in the period in which it is incurred. In situations where it can
ke clearly demonsirated that the expenditure has resulted in an
increase in the future economic benefits expected to be obtained
from the use of the fixed asses, the expenditure is capitalised as
an additional cost of the fixed asset.

The gain or toss arising from the disposal or retirement of an
asset is determined as the difference hetween the sale proceeds
and the carrying amount of the asset and is recognised in the
profit and foss account.

Where the recowerable amount of an asset has declined below
its carrying amount, the carrying amount is reduced to reflect
the decline in value. In determining the recoverable amount of
assets, expected future cash flows are not discounted 10 their
present values.
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NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED MARCH 31, 1999

2.

SIGNIFICANT ACCOUNTING POLICIES - continued
Fixed assets and depreciafion — continued

Certain properties held for development are carried at a valuation
at March 31, 1995, Advantage has been taken of the transitional
relief provided by paragraph 72 of the Statement of Standard
Accounling Practice No. 17 “Property, plant and equipment”
issued by the Hong Kong Society of Accountants from the
requirement 1o make regular revaluations of the Group's land
and buildings which had been carried out a1 revalued amounts
prior 1o September 30, 1995 and accordingly no further
revaluation of properties held for development is carried oul.
The serplus arising on revaluation of land and buildings was
credited to the revaluation reserve. Any fulure decrease in value
of these assets will be charged to the profit and loss account te
\he extent that it exceeds the balance, if any, on the revaluation
resecve relating 1o a previous revaluation of the asser. On the
sale or retirement of such assets, the atiributable revaluation
surplus will be transferred to retained profits.

Land and baildings in the course of development for production,
rental or administrative purposes or for purposes nol yel
determined, are carried at cost, less any provision for diminution
in value considered pecessary by the directors. Cost includes
professional fees and barrowing costs capitalised in accordance
with the Group's sccounting pelicy. Depreciation of these assets
commences when the assets are ready for their intended use.

Depreciation is provided te write off the cost or valuation of
other fixed assets over their estimated useful lives, on the
fallowing bases and a1 the following rates per annum:

Leasehold improvement COwver the term of the fease

Buildings 2% on straight line method
Leasehold land Owver the remaining terms
of the leases
Furniture, fixtures and 20%-25% on reducing
maotor vehicles balance method

Assets held under finance leases are depreciated over their
estimated useful lives on the same basis as owned assets, or
where shorter, the tenms of the lease.

Capilalisation of borrowing costs

Borrowing costs incurred directly attributable to the acquisition,
construction or production of qualifying assets, i.e. assets that
necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as pant of the cost of
those assets. Capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use or sale.
Investment income earned on the temporary invesiment of
spacific borrowings pending their expenditure on qualifiing assets
is deducted from the bommowing costs capitalised.
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NOTES TO THE FINANCIAL STATEMENTS - conlinued
FOR THE YEAR ENDED MARCH 31, 1999

SIGNIFECANT ACCOUNTING POLICIES - continued
Properties held for sale/Properties under development for sale

Preperties held for salefproperties under development for sale
are stated at the lower of cost and net realisable value. Cost
includes borrowing cost, professional fees and other direct costs
attributable to such properties until they reach a marketable
state. Met realisable value represents the estimated selling price
less all further costs to completion and costs to be incurred in
selling.

Investments

Iovestments held for long term investment purposes are stated at
cost bess provision, if necessary, for any permanent diminution
in valwe.

Listed investments hebd for shon tesm trading purposes are stated
at the lower of cost and market value on individual basis.

Investments in convertible loan notes are stated at cost less
provision, il necessary, for permanent diminution in value.

Inventories

Inventories represent goods held for resale and are stated at the
lower of cost and net realisable value, Cost, which comprises,
all costs of purchase and, where applicable, costs of conversion
and other costs that have been incumed in bringing the inventores
to their present location and condition, is calculated wsing the
weighted average cost method. MNet realisable value represents
the estimated selling price in the osdinary cowrse of business
less all estimated costs of completion and the estimated costs
necessary to make the sale.

Foreign currencies

Transactions in foreign currencies are transiated at the r2tes ruling
on the dates of the transactions. Monetary assets and labilities
denominated in foreign currencies are re-translated at the rates
ruling on the balance sheet date. Profits and losses arising on
exchange are dealt with in the profit and loss account.

bn preparing consolidated financial statements, the financial
statements of overseas operations which are denominated in
fioreign cumencies are transkated at the rates ruling on the balance
sheet date. All exchange differences arising on consofidation are
dealt with in the translation resene.
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NOTES TO THE FINANCIAL STATEMENTS — continued MH R - MOTES TO THE FINANCIAL STATEMENTS — continued #iﬂiﬂﬁ: o
FOR THE YEAR ENDED MARCH 31, 1999 BE-AAAEEAZT—AESFE FOR THE YEAR ENDED MARCH 31, 1999 BE-AAAE=ZA=S+—-RikieR
S : - 4. OFERATING PROFIT (LOS5) FROM CONTINUING 4. RESSHHR:IHAESD
L. SHCNITEANACCOURTING POMICIES: continand z: SERERER OPERATIONS EXCLUDING EXCEPTIONAL ITEMS BEEZEEEH (B
: Bim
Taxation 1999 1998
pon i on the results for the year as BRETHENEEEFARRSRE HK$"000 HKS 000
Thexhacye dox MRationes. Toosl o s foe e aie ReRAFEASZ FEERR Operating peofit (loss) from continuing % HBHFEH 2 HFREREE
dil;ferenoesarﬁe from the recognition far tax punposes of certain BENEE AREEBEEET operations efduding exceptional fems EETHEIEHN SR
items of income and expense in a different accounting period SABEI AN RAREHER has been anfved at after changing: B
from that in which they are recognised in the financial statements. RAME AR
The tax effect of timing differences, computed wsing the liability BEEE-SETEIREENUA Interest on He
method, is recognised as deferred taxation in the financial AR - SR AETEREE® Bank loans and ':!"E'ﬂriﬁi wholly ARISFHZHRN
statements to the extent that it is probable that a liability or HRANNEIME TR repayable within five years BEEERES 816 2,418
asset will crystallise in the foresesable future. WEANEhELRA- Bank loans not wholly repayable within  HEREFRLEBET S
five years |OTER - 355
. BEYHan Orher borrowings. wholly repayable AREFRZEERZ
Cash equivalents within five years Hipf B4 B53
Cash equivalents represent short term highly liquid investments REFEREEERRRAED Finance leases BB 46 62
whi{hB:re reatﬁfyr:pnnwnib[e into known amounts of cash and B - Suasae B?‘B&ﬁi
which were within three months of maturity when acquired: less ReRhANRREF=EHAN 1.506 3,488
advances from banks repayable within three months from the ErEN ShEARBHERE Less: interest capitalised e BENErHE 816} (3,279}
date of the advance. A=EEAREBZEFBR-
690 209
3. TURNOVER 3. #EE
Auditors' remuneration " (24
1999 1998 ~ Cusrent year —EEE 848 700
HKS D00 HK¥0o0 - Undemprovision in prior year -LEFBRATE 112 =
Depreciation o
Turnover comprises: BEEmaE: Owned assets BEERE 591 879
Assets held under finance [eases EltEs R n 2 aE 186 249
Securities and equity derivative SBERENEEIRZ Loss on disposal of fixed assets EtEEERECI BN - 138
instruments trading and investment AHESWRA Net foseign exchange loss HREGHES - 3,109
incoe 9,770 142,080 Operating lease rentals in respect of HHPRZEEARES
Interest income HEdfA 28,987 19,603 rented premises 1,312 1,664
Property rental and management income WEEEREEHA 1,531 2,469 Provision for bad debts gmEE 3,863 4,471
Manufacture and sales of goods SERRBREY - 8,145 Provision for other receivable HEEERKEE 2,400 i~
Provision for short tenm listed investmenss 3585 F 40 S IR B.4B2 21,184
Tosal EE £0.288 173,297 Relirement benefit scheme contributions, Bk RBRNBRTNE
net of forfeited contributions of B 18,0008 T
HESTE,000 (1998: HESMl) —RANEIE) 513 203
and after crediting: ERATHmBE®:
Dividend income from investments ERmsai 919 1,366
Gain on disposal of fixed assets HEEEREzNE 2,584 -
Interest income from outsiders EHEARZHERA 17,010 20,501
Entenest income from associated EORSLAZHEMRA
companies (note 13) (Wi 11,977 =
Less: interest capitalised H-EfRExraa - [94)
28,987 20,707
Net foreign exchange gain RESAES 1,778 —
Net rental income from investiment HEbwSRESEEA
properties 1,432 2,314
Profit on disposal of other investments HEXBBRzEH T4 9,897




NOTES TO THE FINANCIAL STATEMENTS — continued R R RME-.
FOR THE YEAR ENDED MARCH 31, 1999 RE-RALE=A=4—N ke
5.  EXCEPTIONAL ITEMS 5. #%SA
1999 1998
HEK$'000 HE$ 000
Exceptional items comprise: e B R
Reversal of provision fer loan to an BRELAZREK
associated company SEEE 61,197 -
Permanent diminution in value of goodwill 8 & SR HE (31,6481 30,0001
Prowision for diminution in value on HEraR-eR
propenties under development for sale B 11,9691 (10,196}
Gain on disposal of interest in a subsidiary B 8 — 500 £ 7 &
and associated companies BELEAEETGE 6,807 -
Deficit on revaluation of investment BEhEFEER
properties {4,520 (10,647)
Gain on deemed dispasal of interest in BERLAEE —EBE
an associated company LAMEras 2,286 -
Prowvision for loan to an associated BN
company = {61,197]
Loss arising on termination of equity glaREETR
derivative instrument contracts &#H2ZER - {14,832)
22,153 (126, 872)
f.  DIRECTORS’ EMOLUMENTS 6. EWFME
1999 1998
HKS000 HKS 00n
Fees: EEME:
Executive directors HiTHN - -
Independent non-executive directors BIFNTES 480 &0
Other non-executive directors HEFERiTEY 240 40
Onther emoluments {executive directors):  JCEME (RITHEF -
Salzries and other benefits FeRHaER 27,739 14,608
Retirement benefits scheme contribution @k EHF K - -
Other emoluments {osher non-executive  JTIEME (R8T ES)
directorsl:
Salaries and other benefits BaEaEH - 323
28,459 15,051

In additicn to the abowe, cerain directors of the Company were
d share opti of the Comgany, details of which are set

out in note 23,

AR -ELAETEFESR
RoFEzERER FNERHE
23+

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED MARCH 1, 1999

B, DIRECTORS" EMOLUMENTS - continued

Emoluments of the directors ane within the following bands:

HK$mil up 1o HES 1,000,000
HK$2,000,001 to HKS2,500,000
HK 4,000,001 to HES4, 500,000
HKS$ 12,000,001 to HKS12, 500,000
HK$22, 500,001 tor HK$23,000,000

T E1,000,0008 T

T EMPLOYEES" EMOLUMENTS

The six highest paid individuals included three directors (19982
four directors), details of whose emoluments are set out in note
& above. The emcluments of the remaining three individuals
(1998: two individuals) are as follows:

2,000,007 i & 2 2,500,000 8 1
4,000,001 & 7 E 4,500,000 T
12,000,001 # X ¥ 12,500,000/ T
22,500,0018 X £ 23,000,000% £

e e R A -
RE-AARE=ZN=F—REFR

6. WHEME-M

EECMERFTFAREE:
1999 1998
Number of Mumber of
directors directors
L& N ] [ FN

1

= | (=)
| =1 =

7. HAME

BRERzFERATRAE=EE
¥i—AhAF:BEEF W
EFMERR LXREs- HB=
ERA (—hhAE-RE ZME

uF-

1999 1998
) HKS'000 HKS'000
Salaries and other benefits FeRHEeEH 1,837 1,371
Relirement benefits scheme contribution  84& 5t E N 92 50
1,929 1.421

Emoly of these employees are within the following bands: BYEACMENATFHER:
1999 1998
Number of Number of
AR RILAE
HK$nil up to HK$1,000,000 % 21,000,0008 % 2 2
HKS1,000,001 - HKS1,500,000 1,000,001 7 ¥ 1,500,0008 T 1 -
3 2




NOTES TO THE FINANCIAL STATEMENTS — continued
FOR THE YEAR ENDED MARCH 31, 1999

B.

0.

TAXATION

The [charge} credit comprises:

The Company and subsidianes:
Hong Kong Special Administrative
Region {“Hong Kong") Profits Tax
Deferred taxation
Share of taxation of associated

companies

(e S ABRREE:

RLARBELT:
FREHTEE

ITHR] HAR

EERR
BERELIRE

Hong Kong Profits Tax is calculated at 16% of the estimated

assessable profit for the current year.

No provision fior Hong Kong Profits Tax was made in the financial
statements in 1998 as the Group incurred a boss in that year.

Details of deferred taxation are set out in note 25.

LOSS FOR THE YEAR

Of the Group's loss for the year of HK§34.329.000 (1998 :
HK$161,856,000), a loss of HEK§111,321,000 (1998
HKS 163, 184,000) has been dealt with in the financial statermnents
of the Company, and a loss of HK§32,457,000 [1998: loss of
HK$29,060,000] is attributable to the associated companies.

LOSS PER SHARE

The calculation of loss per share is based on the loss for the
year of HKS34,329,000 (1995: HX$181,856,000) and on the
weighted average number of 1,250,456,676 (1998
1,034,336,845) ordinary shares in issee during the year.

Mo dilsted loss per share is calculated as the effect of potential

ordinary shares is anti-dilutive.

o 5 e e Yk —

9.

10.

RE-ARAFE=ZEAZ+—RAEFEN

1999 1998
HKS"000 HKS 000

(1.555) -
(64} 385

(2,634) 388

14,253} L]

FEHBRNUEFREAHESR
BREHR e EENE-
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AR-AAAFHERRARRER
HFEABREE.

BERAZFRERMEES

A B

N R R 34,329.0008
T [ —fu L AR 181,856,000
el i 32 0008 (— R
FLAGE: 163,184,000 T ZIEH
Eff ALAR:HERE - ORE
& 7 M |5 85 80 B 32, 457 D00E T
{— fLiu A 29,060,0008 T)
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NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED MARCH 31, 1999

11.  FIXED ASSETS

THE GROUP
COST OR VALLATION
AL Apeil 1, 1298

Additions

Rogeisition of subsidiaies
Disposals

Dedficit oo revaluation

At March 31, 1999

Lomprising:

A rost

At professiona] vahuations
- 195
- 1995

DEPRECLATION
Ae Apei [, 1998

Prowided for the year
Aoquisition of susidi
Elimirated on disposas
M March 31, 1599

MET BOOK VALUES
At March 31, 1959

Al March 31, ¥958

kN
RkRkRR
B-LAAE
§-8
REAY

ARENLE
=Y
EES

E-RLRE
ZR=1-#

8§:

EFE

L 54
-——AARE
-~RALEE

R
B-MRAKE
BA—B

EEHES
AMEELS
EEERE

E-RLhiE
EA=+—-H

EESE
B—ARARE
ZH=F—H

B—RLAAE
SR=1—H

B R E-.
BRE-RAARF=ZA=F—AkFHE

1. AT
Ed ER FE-RE HESR
EERER ERT WERE L 4,8 8 ZnE Ex
Fumiture,
fixtares  Praperfies
Investment Landand  Leaseheld  asd motor el far
propeties baildiags  izprovement wekicles  development Total
HKF000 HES DO HE§'DO0 HES'000 S D00 HKS000
1315 1,848 313 4253 33,507
n - - - L i
- 1,352 = 3 = 1,508
1586 17435 - 4,518 - 14837
- - = 140481 = {408)
(4,5200 = = = = [4.5200
13450 18547 14T 6445 4251 54,622
- 18,587 1474 §449 T 6,986
13,860 = - - - 1,460
. B L = 4,178 4178
13,4560 18,57 1474 b445 4252 HLAI2
- - 48 «r - 1474
- = 54 3 = T
- - - 3,642 = 3443
- = - IT85) = 285
= = a7 4633 - 5509
D460 18,387 15 1816 4151 19013
15095 - 364 130 4352 31,833




NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED MARCH 31, 1993

1.

LE R B E ]
BE - RAARESHET—REEE

FIXED ASSETS - continued 1. HEEYWE-2
The met book value of properties shown above comprises: e ErRESEEE:
AFRE LRERT #hERIRL
Properties held
Emvestment propesties Land a=d beildings Tar developssent
1999 1998 1999 1998 1553 1998
HK§"000 HKS"000 HK§'002 HK§900 HES 000 HKS'000
Loag bease in Hong Koy EREREHN
IHR 14,200 19,300 - - - 76
Medium-term leases EzpRER
in Hong Koag ik | 2 1,685 - 17,435 - 76 -
Freehold outide EFRAARE
Hong Kong ZHE 6,574 5,995 1,552 - 4,17 L1977
23,460 15,295 18,947 - 4252 4353

2 Tb:augﬁﬂmarqnﬁ!ﬁ.iwdwhsfdiuﬁesasaﬁhﬂmﬁ!:,lm_

The investment properties of the Group at SUP Tower located at
Mo.4 Mercury Street, Nos.75-83 King's Road, North Point, Hong
Keng were revalued at March 31, 1999 on an open market value
exisling use basis by Messrs. Sallmanns (Far East) Limited, a firm
of professional valuers, at a value of HE$14,200,000. A deficit
arising on revaluation of HK$5,100,000 is charged to the profit
and loss account.

The investment properties of the Group 2t Retail Strip Shopping
Centre loczted at Mortheast Corner of Tustin Avenue and Katella
Awenue, Orange City, Orange County, California, LL5.A. were
revalued at March 31, 1999 on an open market value basis by
The Westport Company at a value of HK$6 574,000
(US$850,000). A surplus arising on revaluation of HK$580,000
[US$75,000) is credited to the profit and loss acoount.

The Group's investment properties are held for rental purposes
under operating leases.

The properties hebd for development of the Group mainly consast
of several parcels of vacant freehold land at the City of Desert
Hot Springs, Riverside County, California, LLS.A. They were
revalued at March 31, 1995 on an open market value basis by
Amy |. Wood/Clem Demus al a value of approximately
HKS§4,177,000 (US$540,000). Had the fand and buildings mot
been revatied and carried at cost, the carrying value of the fand
and buildings would have been stated at approximately
HKS$H, 877,000 (1998: HK$6,878, 0001

- B—AARFE=RA=1—HE
MBS

FEMEAARESLAREN
SRR R EsRE S EEAE
FEEEER—AAAE=RA=
+—H AEEEESERN (EH)
FRAAERENTLMTHESE
47 B 45 SUEE B4, 200,000
mEEERBS00,000R T E
BE S R-

EEESERAAEENERRS
@S B Tustin Avenue®
Katella Avenue® &£ B Z Retail
sripEB Lz RRRRE LR
ALE=H=1—H aiThe Westpoat
Companyl £ M X REHE
%o BEED6,574,0008 T
(gs00008 %) -EHEERE
580,000 7 (75,0008 ) 2§
MBI BB

EEN>ENSEERNEEE
EHEFEhEbE-

EpESETR2NEATIERSE
FREREEEESHCity of
Desert Hot Springs, Riverside
County> BEERAAKE LS
HEARR—AAESE=RA=1+
— B &1 Amy |. Wood/Clem Demus.
EeEEHETREREE - Hi6H
# B 4,177,000 7 | 540,000
I -FHitapgyEEsEgE
EREEAR-NIREAEANS
6,877,000 & I — L AE:
6,578, 0007 -

NOTES TO THE FINANCIAL STATEMENTS — continued
FOR THE YEAR ENDED MARCH 31, 1999

12,

FIXED ASSETS - conlinued

MEBRME-n
BRE-RARFZAZS-HEFH

11, EE%E-@

BREE Bl 1 ]
Furnitare,
Leasehold fixtures and
improvement motor vehicles Total
HK$" 000 HES 000 HKS 000
THE COMPANY xpd
COST LA
At April 1, 1998 B—hhAEME—B 1,446 2,238 3,684
Additions BE - 28 28
Disposals HE - 1362) 362)
At March 31, 1999 BR—ARAS=RA=+—H 1,446 1,904 3,350
DEPRECIATION f. ]
Ar April 1, 1998 B—hhAEmA—H 482 968 1,450
Prowided for the year EEERE 482 280 762
Eliminated on disposals SRR - [275) [275)
At March 31, 1992 R—hhhE=A=+—8 G54 573 1,537
MET BOOK VALUES " OmEWR
At March 31, 1999 BE—hAhAE=A=+—8H 432 931 1,413
AL March 31, 1998 BE—hhAFE=A=+—8 G964 1,270 2,234

At March 31, 1998, the net book values of fixed assets of the
Group and the Company included an amount of HK$746,000 in
respect of assets held under finance leases. The corresponding
obligations has been repaid in full during the year.

INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost
Amounts duse from subsidiaries

FLor@f ERFE
LEL Bialod -

Less: Provmsion for amounts due
from subsidiaries

w-EELE KRS

Particulars of subsidizries at March 31, 1999 ase set oul in note
44

B—ARASFZA=Z+—B-%R
EEXLAzEENEREFE
AERUMEEREFR I HES
{8 746,000/ T - H MBS B ¥
ReEfa-

12, REELAZES

L3

THE COMPANY

1999 1998
HK$000 HKS"000

95,227 95,627

553,964 516,992
649,191 622,619
(345,353} (255, 353)
303,838 367, 266

BESAR-—AAAE=E=+
—BZEEES T



NOTES TO THE FINANCIAL STATEMENTS — continued
FOR THE YEAR ENDED MARCH 31, 1999

13.  INTERESTS IN ASSOCIATED COMPANIES

B e -
BRE-AAARFZA=+—ARER

13. RBEAAZELE

£ 4 *aH
THE GROUP THE COMPANY
1999 1998 19949 1998
HKS 080 HKS'000 HKS 000 HKS' 000
Urnlisted shares, af cost & LRS- EEER - - 5,859 5.385
Share of peq (liahilities) assets SR WEFW (4,862} 706 = £
Investment in convertible GE-1-4 8 41 ¥4
loan notes (note 20 BV (W 61,872 30,932 - -
Loan to associated company HETFHRELA
{noze b (Rl - 61,197 - -
Amounts due from associated  BELDEZ XK
compasies. {nale ¢ IRk 193 4,390 52 44
57,203 97,225 5,921 5,529
Less: Prowision for boan o H:GET-BELE
an associaled company THAEE - 161,197 - -
57,203 36,028 5921 5,529
Amounts due o associated XBELRZUN
companies 11,687 11,409 1,364 11,364
55,516 34,619 4,557 4,155
Naores: mE:

]

i1

The convertible loan motes of HES61,872,0000 (1998:
HK$30,932,000) were isswed by Fronteer Financial Holdings,
Limited ("Froateer USAT, an assoczated company of the Group
listed im the United States of America (the "USA"L Interest is
payable 1 a rate of 10% per annum. The whole or any pan of
the loan nole can be converted into ordinary shares of Frosteer
UISA 1 the option of the Geoup until December 15, 2007 at the
rate of comversion of one US$0U10 nominal of ondinary share
capital for every US$0.53125 of the boan note. Any cutstanding
non-comverted loan note will be redy d by Fi

USA at par on December 15, 2007.

Last year, the Group committed to provide loan facilities to
Fronseer bnternationa] Holdings Limited (“Fronteer HK), formerty
known as bwai’s Intermational Haoldings Limised, an associated

of the Growp listed in Hong Kong, up bo an amount o
HX§150,000,000. During the year, an amount of HES13,803,000
was further wiilised by Fronteer HK. The foan was wnsecured,
imterest bearing at prevailing market rates and had no fixed

repayment tenm,

A March 31, 1999, such balance of loan was applied for the
acquisition of 50,000,000 ordinary shases and HK$6S,500,000
preference shares of Fronteer HE. Following the 2cquisition of
shases, the Group holds a 55.86% interest in the isswed ordEnary
share capital and the entire interest in the isswed preference:
share capital of Fronteer HK. On the same date. Fronteer HK
became a subsidiary of 1be Company.

L&l

-1

61,872,0008 7 i — LA
30,932,0008 ) £ F BB E
BN AREHESRR R
Rl EhzxaEgges
Fronteer Financial Holdings.
Limited { [ Fromteer USAJ ) B
Bii-#EFHEI0GE-F
EMEIREE T EFETZ
A+EORRLELEGIRR
DR D Foneer USAE &
R-EFEEEAROSIIE
ZZMANRh-RBFER.
EERZERHOIOR T
Fronteer USABEE —FF L ¥
+—Ht+aEARERANEE
HEgNRZIFaARKHLN
,-

EF R A
EREeLEZBRLAES
REeMAR2E [EE))
(RS REERT R
12 5L B X% R 150,000,000
FEEAE-vR-EREAEA
13,503,000 7 - 35 W IR A
EER-EEREHLEHE
BEETaNE.

BE—hRhhE=H=+—8-
EEfGEC EERAES
F0,000,0008 & &R R A
68,500,000 T .28 T8
mAEGRE - ARMEHEE
ESdFHER s senBER
ERERTHEREEER
G-FA-EERLALALEN
s E-.

NOTES TO THE FINANCIAL STATEMENTS - confinued
FOR THE YEAR ENDED MARCH 31, 1999

3.

INTERESTS IN ASSOCIATED COMPANIES — continued 13.

Wodes:

[ch The amounis are unsecured, interest free and hawe no fived
FRpayTETY] berTRs.

fcd

ME R REE-a
RE-AAAEZA=+—RAEER

RERLAZELS -8

it

EEREREER-EOE
BEZAN-

Pasticulars of the principal associated companies at March 31,
1999 are set out in note 41.

Extracts of the operating results and financial position of the
following companies, which are based on the audited financial
statements of Fronteer HE and the
accounts of Fronteer USA, respectively, are as follows:

Operating results:

Turnower

Depreciation and :
amoetisation

Operating loss from
conkinwing operations.
excluding evceptional item

Loss before taxation
antribanable vo the Group

Fimancial posithon:

Cuarrent assets

Lomg term assets

Cument Habilises

Long term lizhilkities

Mirorily interests

Balance {deficiency) of
shareholders’ funds

Balance {deficiency} of
shareholders’ funds
atiribetable to the
Croup [Mote)

Nade:

ditad m

BE—hLARLSE=R=+—8%E

BRELAZEEREHEA.

EREA:

#am
RRAR

REHRABEH
g §
E#ER

EENELREN
Bl

MEEWE:

HMEE
RREHE
KBAN
ERAM
YEEESS

BEREEF
&

EREELRE
|
I
B i

EREEREAMBERER
Fronteer USARSEFHEERA »

THERZEELENRRENE
HART -
b Frombeer LISA
BE=N BRE=N
Zt-NEFE S g (F 2 .
Fronteer HE Frombeer USA
For the year For the year
ended March 31, ended Manch 31,
1999 1998 1999 1998
HK§ 000 HE$ 000 HKS'000 HKS800
15517 T3.151 242.37H 54,162
3358 10,#26& 3,243 106
(25,752} (78,921) 146,455 [13.761)
(12,653} [25,350) {17,170 (3,826)
BR=E=A=Z1+—n REA=Z1—0
AL March 31, Al March 31,
1999 1998 1999 1998
HKS 000 HES 000 HKS$'800 HK$'000
7939 27.909 68,957 &7 345
20,994 28,662 76,535 20,494
15,488 (79,833} 42,1800 [22,222)
- - (1227100 47,234}
= = 10,0593 2,072}
13,445 [23,262) 29417 15711
- (10,399) (10,8731 4,168
it
B-hALhFr=A=F—-H-BRC &

At March 31, 1999, Frocteer HX has became 2 subsidiany of the Company.

RALAZHNL =



NOTES TO THE FINANCIAL STATEMENTS - continued

FOR THE YEAR ENDED MARCH 31, 1995

14,

15.

PROPERTIES UNDER DEVELOPMENT FOR SALE

R 5 e O -
BE-ALASESAS+—REER

14. HMzHEEDHR

E %1

THE GROUP
1999 1998
HKS D00 HKS 000
Long lease in Hong Kang FEERES 28, 4000 35,000
Medium-term lease in Hong Kong FRPRAS 22,000 26,500
50,400 61,500
included in properties under development for sale is net interest BECORPORAERERS

capitalised of HK$6,724,000 (1995: HK$5,908,0001.

OTHER INVESTMENTS

Al cost:
Comvertible boan notes (node al

Listed shazes in overseas
Unlisted shares (ncte b

Less: Prowision

Less: Convertible koam notes
due within one year
shown ender cumen!
liahilities {note 17)

Market value of lisied shares

BN

Ef 18 ¢ 2-1
(Riital

BRzLaRE

EEH R OEED

w-ER

wo—-FRANE
HitEmAN
ZHRRRER
E(RET

tHRRENE

FZHESEG724000ET (— R
A 5,908,000 7T -

15. JEfa
E3 4| e L]

THE GROUP THE COMPANY
1949 1993 1999 1998
HKSBO0 HK$'000 HKSB00 HK$ 000
b3, 483 59,600 - 40,000
130 30 130 1390
T 3r0 - =
63,983 £0,100 130 40,130
15001 (370 15300 -
63,483 59,730 = £0,130
13,483 = = =
SO0 549,710 - 40,1340
= 7 = 7

NOTES TO THE FINANCIAL STATEMENTS — conlinued
FOR THE YEAR ENDED MARCH 31, 1999

15. OTHER INVESTMENTS - continued
Notes:
fa) Convertible loan potes
THE GROUP

Pasticulars of the convertible boan notes af March 37, 199% are

as follows:

BEAER AmR

MName of issaer Matarity dale

Anex Imtemnaticnal Holdisgs Limited 8. 15,2000

EE+REERARLS

Wah Mas Group Linsited 7.21.2000

EEEmAmLA

Wang On Group Limited 12001 1995

EEREAMLE

Yoshiva | ional Coey (et} 11031999
Limised

RERREARLE

Giobal Med Techaalogies, Inc. 4.15.1999

See motes 38(k1 and 19(al)
BB b 360k B 390!

51 UnBisted shanes
THE GROUP

Particulars of other imvestments a8 March 35, 1999 ane a5 follows:

BB 8 e O -
BRE-RALFE=ZH=+—HESR

15. JEfREERE -
Bl

(a1 HARRXIN

E3 1|
R—RLAALFE=H=+—BZ
ARREANEEENT -
O E (M) i &3
Imberest rabe om face
value Cost
{per annum) HES 200
™ 40,000
10.5% 10000
T5% 4,600
% 5,000
1% 5,883
63483
m EENRRE
£ 2

B-AAAF=N=F+—HE

Wik E T
Af S
S cRiinE:
SHAHR EftaE L E rERE
Propoctien of nominal
Flace of value of isswed capital
incorporation’ indarectly held
Name of company oaperatian by the Company Principal activities
%
Appreview (W] Sdn. Bhd. Malaysia 49 Froperty development
ERNE RS
Seyder Sdn. Bhd. Malaysia 40 Property develogment
EENT RS
Misan Sdm, Bhd, Malaysia L] Imactive
BREND rER



NOTES TO THE FINANCIAL STATEMENTS - continued
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15

16.

T 5 5 e Y B — ot
BE-RAREZH=— 0 ki

OTHER INVESTMENTS — continued 15. EigK-=
There is a dispute between the Group and the majority EENRETRARNM=E#HE
shareholder of the Group’s thoee former Malaysian associated H S ERE 8 Appreview (M)
companies, Appreview (M) Sdn. Bhd. ("Appreview™), Styler Sdn. Sdin. Bhd, | [ Appreview] ] ~5tyler
Bhd. ("Styler”) and Misan Sdn. Bhd. ("Misan”) in previous years. Sdn, Bhd. | [Styderi) EMisan Sdn.
As a result, the Group is unable to participate in the managemen: Bhd. [ [Misan]) Z EERHHER
of Appreview, Styler and Misan. M- ER.-ERESESRWTE
Appeesiew - Styler R Misane
O that basés, the Group no longer considers iteelf in a position ERES - AEMAEELRN
to exercise significant influence over Appreview, Styler and Appreview - Styler Bt Misan ¥y 3K
Misan. Accordingly, the interests in Appreview, Styler and Misan Bt Appreview - Styler Bt
have been reclassified to other investments. Misanz> 4 5 W38 A JE BT
OTHER RECEIVABLES 16, JEb MRk
E3 9 ST
THE GROUP THE COMPANY
1999 1998 1999 1998
HES 000 HK$ 000 HK$ 000 HES 000
Term boans EmkE 35,600 45,000 - -
Marigage: loans 16 3 3,996 5,785 - -
Cahers ik - 1,000 - 1,000
39,596 51,785 - 1,000
Less: Amount dise within g-EBEERAETE
ome year shown ander —FRNEL
current assets (note 17) XK iEiEm [36,114) (45,9301 - (700}
Amount due 2fter one yeas —FERE 3482 5,855 - 300

The term boans are secured, bear interest at 1% ower prime rates
and are repayable within one year.

The mortgage loans bear interest at 0.5% over prime rates and
are repayabie by instal and the last of which are falling
due within the period from 2005 to 2013. The loans are secured
by mortgages over the comesponding properties.

The remaining balance is unsecured, non-interest bearing and is
repayable by instalments within one year.

EMRENTES EEEHER
1R A BT — R

EHREEEEHEN0SERA
AHEAR-FR_TERE_F
—=EMES-SWEENLUTE
PRS-

BEL e S8 BAR—-F
MR me.

NOTES TO THE FINANCIAL STATEMENTS - continued

FOR THE YEAR ENDED MARCH 31, 1999

VB R e B O -
CESE R R Ly Ef SiFE

17, NET CURRENT ASSETS 17, S VE AR
EE 4] b 2T
THE GROUP THE COMPANY
1999 19598 1999 1998
HES 000 HES 000 HK$'000 HES Do
CURRENT ASSETS A
Inventories wh 1050 5 5 5
Properties held for sale FaNRR
{nate §9) (R 19 79 79 75 75
Debitors, deposits and EEmK-RER
prepayments (note 18] i EEE e 22,056 22,554 13,352 6,496
Other receivabiles (note 16} KemaeE
(EEe 36,174 45930 - 700
Irwesement in convertible —ERHRATAR
loan motes - due within g4 Eif2
one year (note 15) (s 13,483 - - -
Short temm listed imvestmenss  BERE LT 825
nate 200 | &k 20 16,490 31,011 = =
Tax recoverable dRERESR 88 [ - -
Bank balances and cash BiiEERRE 82,615 140,571 35,382 59,726
171,975 241,066 48,818 77,006
CURRENT LIABELITIES HENE
Creditors and accrued charges HEBRXEEHEE 13,177 9,114 4,476 3,518
Bills payabie EBHEE 145 - - -
Tnast receipt loans (secured) BT IRRL (W) 73 - - -
A due to subsidrari N e - - - 21,787
MNotes payahle (secured) B{RER HER
note T8 (326 7,091 111 - -
Oblizatioes under finance PR ERE
leases - 325 - 325
Taxalion B 1,262 - - -
Bank loans tnote 27| TR (e - 20,000 - -
21,948 29,550 4,476 25,630
NET CURRENT ASSETS WMEATN 150,027 211,516 44,342 51,376
18. DEBTORS, DEPOSITS AND PREPAYMENTS [ 13 % &F 385 8 4

Included in the balances of debtors, deposits and prepayments
and sho tesm listed investments at March 31, 1999, amouwnts of
approximately HK$157,000 and HK$nil (1998: HKS7, 270,000
and HK$11,200,0001 respectively, were held under the custody
of the liquidalors upon the liquidation of an investment firm.
After the consultation with the legal advisers of the Company,
the directors considered that there is o recoverability problem
for these amounts,

R—hAAF=A=Z+—HZE
HERE-KEREHAARRER
LB RERT R+-AHSH
157,000 TR TRT (—hLhA
1 7,210,000 711,200,000
T NE-HRLEANEAaWE
AEE - SEAELAZERER
FoEEEZAGEEREEEER
..



NOTES TO THE FINANCIAL STATEMENTS — continued
FOR THE YEAR ENDED MARCH 31, 1959

19.

20.

Vel 65 4t e P O -
BE-RAREZNEF-HEFR

PROPERTIES HELD FOR SALE 19,
The properties held for sabe are situated in Hong Kong and held
under medium-tesm leases,
SHORT TERM LISTED INVESTMENTS 0.
Listed shares at cost, less provision EHBEERE SR
Hong Kong #ie
Owerseas 2
Market value of listed shares b e
SHARE CAPITAL 21.
Authorised: R

Ordinary shares of HK$0.25 each
Essuwed and fully paid; ERFTFREMERFR:

At beginning of the year R

Exercise of warrant hHEERESE

At end of the year £

On July 28, 1998, one share was allotted by the exercise of
warnranl.

BREMSELZHFER 2,000,000,000

£ 0 e R

HhEaREREE-DETRE
LR

Y W I o 4 VE
1
THE GROUP
1959 1998
HKS 000 HKS 000
14,583 29,842
1,907 2,079
16,490 31,921
16,516 32,124
B
Mumber

of shares Value
HKS 000
S0, DD
1,250,456,675 312,614
1 -
1,250,456,676 312,604

B—ARAELAZ+AB Biy
EEREETER —RRE-

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED MARCH 31, 1999

22,

WARRANTS

On July 9, 1997, a bonus issue of wamants was made on the
basis of one warrant for every five shares held on July 7, 1997,
Each warrant entitles the holder to subscribe in cash at an initial
subscription price of HK$0.48 each for one ordinary share of
the Company at any time from the date of issue to July 31,
1998. Exercise in full of such warrants would raise approximately
HK$80,024,000 and, with the capital striscture of the Company
at the time of issue these warrants, result in the issue of
166,715,662 additional ordinary shares of HK§0.25 each. On
July 25, 1997, the subscription price of these warran1 was
adjusted to HK$0.47 due to the placing of 166,700,000 new
shares at a price of HK$0.90 per share. On October 16, 1997,
the exercise price was further adjusted from HK$0.47 10 HK$0.46
due to the placing of 250,000,000 shares at HK$0.70 per share.
Details of the movements of these warrants in the year ended
March 31, 1999 are as follows:

BRiAd
MH-—R
®EAM =11 2R HAR LS ]
Outstanding
Subscription  Subscription al
Date of issue price period 4.1.1998
HES
7.9.1997 0.46 7.9.1997
o
ES
7311998 166,517,297

Vb L -
BE-RRRFEZTZF— R

22,

TREER
Subscribed

the year

xBaAR-ALEFLA LR
fiTHEREE - ERER LA
tELALAEFTEIRREN
7 KR — R 8 N - O o RN
ZHHUANEBEFOEEE—
hAELA=+—HiILEFAE
M ESkosmEnIREER
woRsERN-REALEAHER-
EEOERASERER 4L
ARBRTEYEREEN: N
A M o #580,024, 00088 T W
BEABRTERREHOSSETEZ R
ERee TS5 602 R-BRUER
09078 7o 2= 4% E & 166,700,000
B0
—hhtFELA=Z+EBNEA
pATBER-—ARLEETRLA
B -l 82 oL Booroi T2 IS E
% 250,000,0008 & & - 7 g
—$Hhoa7B LS Eo il T
HEEREEEREE—-LLALE
ZAZ+—AkERZRHIEN
|mF:

sERER®RA

Numbser of warranis
—mhE
=H=+-R
FROKE LESTE ]
Expired
during during at
the year 3311999

1) [166,537,296) =




NOTES TO THE FINANCIAL STATEMENTS ~ continued
FOR THE YEAR ENDED MARCH 31, 1999

23.  SHARE OPTIOMN SCHEME

Pursuznt 1o the Company’s share option scheme adapted on
September 28, 1995, the Board of Directors of the Company
may grant aptions 1o executive directors and employees of the
Company and its subsidiaries 1o subscribe for ordinary shares. in
the Company, at a price not less than 80% of the average closing
price of the Company's shares on the five trading days
immediately preceding the oifer of the opticns or the nominal
value of the shares whichever is the higher. The maximum number
of shares in respect of which options may be granted under sich
share option scheme is such number of shares which, when
aggregated with shares subject to similar schemes, represents
10% of the issved share capital of the Company from time to
time,

A summary of the share options ocutstanding at April 1, 1995
and March 31,1999 is as follows:

B 5 8 02 TR 2 -
BE-RAALEZN =+ 0k

23, @RS

BRELAR—ALEFAAC
+ABRRAZEBRNEHN L
ARBETFEELIRARED
HrfarEeERARFaIER
AfFRERZERRE 2NN
BEPRELABREESRSSH
ERNERTREEREZTEY
WSRO EEAA P
g BiR R Rl g o
AR T W £ A
B4 08 I B AT R
MEANBSEGEELEAREZ
EREE10% -

R—AhAERA—-BRE-LA
REZA=+—BEAXFTRZIE

BEERENT:
ganm s freem anmEsn
Date of grant Exercise price Exercisable period MNumber of oplion shares
. HEKS
4.22.1996 0.4025 4.22.1996 10F 4.21.2006 3,271,739
5.15.1997 04512 5.15.1997 10 5.14.2007 17,750,000
10.26.59%7 0.3064 10.26.1997 o 10.25.2007 62,300,000

Mo opticns was granted and exercised during the year.
The options granted were exercisable dusing the ten year peviod
commencing after the dare on which the options were acoepted.

Consideration of HK$1 was received by the Company from each
of the opticn holders at the time that the options were accepted.

83,321,739

FhEERERTHEARRR
-

FE4zERRETREAER
FEERHEMH FRITE

ERREEERN LLEEHE
FRENMENRTAGRONELZR
o

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED MARCH 31, 1999

Vo 5 e RE -
RE-RRAFZA=+— 0 EER

24.  RESERVES 24. R
BEER ANER LEd 1] ATRE ER am
Shase  Goodwill Capital  Tramslation
premium reserve peserve neperve Deficit Tatal
HK§008 HK§ 000 kg 000 HI 000 HIE 000 HKS 000
THE GROUP FE ]
A Mgwil 1, 1998 E-RANE
EBA-8 I66.47E I56,818) 176) 14,835 [236,549) 84370
Goodwill arisisg on GRENEE
acquisition of swheidiaries  FEZHE - 30,318 - - - 00318
Goodwill arisiag on fHRRELE
acquibition of additional ERELRES
ingeves! in associated bl 1
oomplaies - 75461 - - - i7,588)
Perminen| disinstion BEEROR:
gondwill wrizes off 1o SExEd
peofa and loss actoast = 31528 - - - EINTE )
Reafised upon dapesal of ~ SHEEEAH
wsociated companies L3 - - - 133) - [u33)
Share of movemests of SERRLAE
resenve of associated FLEd ]
comparas s - 1555 - - 1455
Fuchange realigamest nERE - - - 11,268) - [.368)
Loss for Be year ETRER = - - - 34,309 (34.325)
A2 Maech 30, 1939 e B K
=hH=1-8 366,478 165,004} 1473 12434 271,378} 44,079
Amvibatable by MR
Company and qubsidiaries  ELTRENLT  64m 65,0040 584) 12398 [24g.322) 64,936
Aasociated companies o - = 2063 36 122,956} [0857)
366,478 165,054} 1479 12434 (7L.278) 44,07
L %1 | 3] B
Share
premium Deficit Total
HKS 000 HK$"000 HKS"000
THE COMPANY Kia
At April 1, 1998 BE—hrLhASFEA—A 366,478 (213,621 152,857
Loss for the year =EEEHR - (111,321) {111,321)
At March 31, 1999 B—hAARE=A=1+—R 366,478 (324,942) 41,536

The Company had no reserve available for distribution to

shareholders at March 31, 1999,

FEAR-AALAFEZAZL—
Hitse 4R FREZNE-



MOTES TO THE FINANCIAL STATEMENTS — continued
FOR THE YEAR ENDED MARCH 31, 1999

25, DEFERRED TAXATION

i 5 ke Y G -
BRE-AALEZN=A— R

25. HWERN

EE 4
THE GROUP

1999 1998
HK$"000 HK$ 000
At beginning of the year £H B43 1,218
Charge {credit) for the year (note 8} FE R M (AEA) (R Ee b4 (385}
At end of 1he year i £ 807 843
Deferred taxation represents provision for withholding tax on BERAESAHAQANDR
overseas interest income. The withholding tax is due to be paid FrEg-SRNRAREEER

upon remittance of the income from the respective jurisdictions. ARHREEEERE T
The Group and the Company have a net deferred tax asset LEERFEAEACEERMD

respectively which has not been recognised in the financial
statements as realisation of this asseq in the foreseeable future is
uncertain. The details of the unprovided deferred tax asset

ARE -EHEEAELARESS
ETRERRH A EENTR
#PGAER-ARECEER

{lizbility) are as follows: HRE AN EWMET:

E$ 1| L]
THE GROUP THE COMPANY
1999 1996 1999 1998
HEKS' 000 HKS'000 HKS 000 HKS' 0040
Tax effect of timing differences BTFHBSZREH
hecause of; FEZREEE:
Tax losses BEHED 11,338 21,320 5,765 5,867
Excess of tzx allowances over  EREESHE
depreciation LEE (B8] 73 (114} (4563
Noet dleferred tax asset EHRTARRE 11,250 21,247 5,677 5411

The amount of unprovided deferred tax (credity charge for the EEFEERR>EERMA (K

year is as follows: Al HmTE:
£ 3 ) 5 L]
THE GROUP THE COMPANY
1999 1998 1999 1998
HKS 000 HKS" 000 HE$"000 HK$"000
Tax effect of timing differences B THERAZEER
hecawse of: HEZEBERN:
Tax Josses Bk 9,982 {1,990 1o {487)
Excess of tax allowances over SEBEERNH
depraciation EER 15 (350 {368) 189

9,597 2,025) 1266] (508}

Amount due after one year —EHHANIRE

NOTES TO THE FINANCIAL STATEMENTS — continued V68 3 0 T -
FOR THE YEAR ENDED MARCH 31, 1999 BRE-RALE=ZA=+—01%H
25, DEFERRED TAXATION - confinued 25 HEERN-#@
Deferred tax has not been provided on the valuation deficit aRbGERRRR-EERRZY
arising on the revaluation of investment properties and properties RERENEE 2SI HAMR
held for development as profits arising on the dispesal of these HESREESSRESES Y
i assets would not be subject 1o taxation. Accordingly, the valuation HHERSERRERERAS
1 does not constitute a timing difference. e GG E-
26.  NOTES PAVABLE 26. BHTE
£ 3 1]
THE GROUP
1999 1998
HKS0:00 HKS$"000
The notes are repayable within the ARTHRENERE
following period: L1
‘Within one year —3ER 7,001 11
Maore than one year but mot exceeding Eg—FEPR
o years e = 7,091
7,091 7,202
Less: Amoant due within one year shown B —4F f B B A1 W fE B
under cument lizhilities (note 17) B O (R 17,001} (i
Amount due affer one year —EEHBEZER - 7.001
Notes payable are secured by certain invesimen: properties of IR T R
the Group with a carrying value of HK$6, 574,000 (1998: 6,574,000 o i — L AF:
HKS5, 995,000} and are repayable by instalments and bear intenest 5095000 ) ZETHROE
at 9% per annum. The final instalment is due on fanuary 1, fFES - FRRAERESEE
2000. HE-RE—MZAEHAR-T
FEF—-A—08N-
27.  BANK LOANS 27, MR
AgE
THE GROUP
1999 1998
HKS' 000 HKS 000
Bank loans. (secured] was repayable ARTHERRE:
within the following period: BTN (RN -
Within one year e ] - 20,000
Less: Amount due within one year shown B —45E 0 B 0 ¥ (F 8
under current liabilities (note 17] BN MR (i) - (20,0008




NOTES TO THE FINANCIAL STATEMENTS — continued

FOR THE YEAR ENDED MARCH 31, 1999

28.

RECONCILIATION OF LOSS FROM ORDINARY ACTIVITIES 28.
BEFORE TAXATION TO NET CASH OUTFLOW FROM

OPERATING ACTIVITIES

Loss From ordinary activities before
taxation

Share of results of associated companies

Dividend income

Interest income

Interest expenses

Guarantee fee received from an
associated company

Proviston for other investments

Provision for other receivable

Gain on deemed disposal of © in
an associated company

Gain on disposal of fixed assets

Gain on disposal of interests in a
subsidiary and associated companies.

Loss on disposal of interests in subsidiaries

Profit on disposal of other imvesiments

Loss on disposal of fixed assets

Provision for diminution in value on
properties under development for sale

Deficit on revaluation of imestment
properties

Prowision for loan 1o an associated
company

Reversal of provision for loan 1o an
associated company

Permanent diminution in value of
goodwill

Depreciation

Decrease lincrease} in tesm foars
receivable

Decrease {increasel in short term listed
imrestments

Decrease in immeniories

Increase in properties under
development for sale

Decrease in debtors, depasits and
prepayments

Decrease in amount recenvable from a
minority shareholder of a subsidiary

[(Decrease) increase in creditors and
accrued charges

Exchange realignment

EERETARESA

EEREOSER
mEdA
HEedA
MEaXE
#R—-FRELIT
MR
Kenuzuma
ReEaRNZER
ERbaEERL NS
zHE
GhEEEREIAR
EE-EELFAREE
nEaEEzaE
HAMRLARGZEN
0 R 4 R
HEEEREZER
BERRETHEY
wiumm
BEBREGER

RET—#RELF
*®E

RETF—&BELE
zEEEs=

EEAARE

Fiis ]

ExEHEERZRY
(4 i)

ERtEREIRS
()

HEZRY

EESESHRZAR

BEEs-EERRARS
Wb

- RHELEPERE
TEERS

BEERSRENAREL
() iEm

BHEY

B R A -
RE-—ALREZHAS+— A REE
REHATRAEHAEST
FrRLEMFRZHE

1599 1998

HKS'000 HK$ 000
(29,373} (184,800}
29,823 29,445
t919) (1,366}
128,987 20,707

690 209

483) =

130 =

2,400 -

(2, 286) -

(2,584) N

(6,507) =

- 7B

[774) 19,897]

- 138

11,969 10,196

4,520 10,647

- 61,197

(61,197) er

31,648 30,000

777 1,128
G400 (45,000
16,240 {10,300

- 556

133} {803}

9,290 (1)

- 57

11,031 4.563

12,2661 =
(19,873} (124,019)

Net cash autllow from operating activities SRZFIRERHFE

PP

MNOTES TO THE FINANCIAL STATEMENTS — continued

FOR THE YEAR ENDED MARCH 31, 1999

9.

MAJOR NON CASH TRANSACTION

B REEE -

BE-ARAALE=ZH=T+—HILFEX

Met proceeds amounted to HK$2, 707,000 arising on disposal of
fixed assets to Fronteer USA were settled in form of 350,000
shares of common stack Essued by Fronteer UISA. Details of these

transactions are set out in nate 38{cl.

PURCHASE OF SUBSIDIARIES

Net asset acquired:

Fixed assets

Inwentories.

Debtors, deposits and prepayments
Shoet term listed investments
Bank depesits pledged

Bank balances and cash
Creditors and acorued charges
Bills payahle

Trust receipt loans, secured
Goodwill arising on acquisition

Satisfied by:

Carmrying value of interest in an
associated company

Odffset of amount duwe from an
associated company

Analysis of net inflow of cash and cash
equivalents in connection with the
purchase of subsidzaries:

Bank balances and cash acquired

The subsidiaries acquired did not have any other contribution te

the cash flows and resuits of the Group.

20, EEEAEER
it % B & ¥ & T Fronteer USARE
ZREFE2707,000E LTI
Fronteer USAEHT 350,000% &8
BRriAFES-HREEY LR
W I8 -
30. BREEEA
1999 1998
HKS D00 HK$"000
R MEERA:
EEhE 10,994 ]
HE 1,045 =
BHBE-EL2REHER 537 -
ERETRH BO9 -
HEFETEX 2,088 -
BiTERERAS 3,460 i
EHEEEEITRE (5.070) -
BHEE [145) -
EHEEENR -FIEF 2731 =
EMEFEERER 30,318 =
53,763 =
TR
PERELAzEGRER
21,237 =
—FEELFArNEER
75,000 -
53,763 =
S mMERLFIRE
EABEERLSTHAE
i
1999 1998
HK$'000 HES D00
EESRERBREENLEIHE 3,460 -
ERERLAHEEEZERE
SRESEEEMHERR-
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T 5 e T —
ME-AAALSAS+—R kN

3. DISPOSAL OF SUBSIDIARIES 3. mARELA
1999 1998
HK$' 000 HKS D00
Met [liabilities) assets disposed of: Y AW AERE:
Fined assets BiENE - 8,991
Interest in associzled companies ERELAZEE 77 -
Inventories 33 - 1,936
Dehzors, dep and prepay EREE-E2REAER 1,504 2,530
Amount due from a fellow subsidiary —RFE R LE 44 -
Bank balances and cash RiTERRERE B30 3,049
Creditors and aconved charges EfEERNARAE 2o 19,158}
Amount due 1o ultimate holding company SXBRERLAFER (10,059) -
Amount due to a minority shareholder of EX—FHELESH®
a subsidiary BEZER - |y
Bank loans WARE = 13,742}
Minority interests PEBEEELS - {1,269}
Exchange reserve realised upon disposal  HE—FHFLAHER
of associated companies TELER (133} -
16,807 1,246
Gain [loss) an disposal of subsidiaries HERNLAREELAE
and associated companies Sk (EE 6,807 (76}
s 2,170
Satisfied by: BTHFLEH:
Analysis of the net outilow of cash and  HEEERHELAZHE
cash equivalents in conpection with HLFEERNEH
the disposal of subsidiaries: HE R
Transfer to interest in associated MEBEERELAES
companies - 1,170
Daher receivables Hesdsm - 1,000
- 2,170
Analysis of cutflow of cash and cash REFHEELAZRE
equivalents in connection with the EEBRRESERE
disposal of subsidiaries: TRE:
1999 1998
HEKS"000 HKS'000
Bank balances and cash disposed of HESERLEHBELAE IR E B30} (3,049)
The subsidiaries disposed of during the year did not significantly SRUEZENLARGENS
coniribute to the operating results of the Greup before their EENC-EESNSER RS
disposal, nor did they have significant impact on the cash flows FHEzSEFAZERE LSS
of the Group for the year, KER-

NOTES TO THE FINANCIAL STATEMENTS — continwed
FOR THE YEAR ENDED MARCH 31, 1999

32 ANALYSIS OF CHANGES IN FINANCING DURING THE YEAR

BB Bk Wk -
BE-RAAFZN=F—Hdden

32, E N R VR W G AT

B AL AR
R | 18- BT S
Obligations
wnder
finance Motes Bank
leases payable loans
HES 000 HK$ 000 HES 000
Balance at April 1, 1998 RAhAFTRA-HAZER 325 7.202 20,000
Repayments during the year HEFREFm {325} (111 120,000
Balance at March 31,1999 H—hhhE=H
=t—BzER - 7,091 ~
33.  CONTINGENT LIABILITIES 33, &EAWN
wEE
THE COMPANY
1999 1998
HE$"DDD HK§"000
Guarantees given to a financial SERLANERLE
institution in respect of banking BITEfE—EWE
facilities granted to subsidiaries BRiELNE - 20,000

The extent of the facilities utilised as at March 31, 1999 hy the
subsidiaries amounted to HKSNIl (1998 HK$20,000, 0000

A legal action was brought against the Group by two directors.
who had been removed on May 27, 1997 in relation to claims
amounting to approximately HK$945,000.

In addition, certain former directors isswed writs against Fronteer
HK for claims of approximately HK§1,542,000 plus interest and
Costs,

The zbove claims are not accrnzed in the financial statements at
the balance sheet date, The directors, upon comsulting their legal

advisers, are of the opinion that it is unlikely that the
abovementioned proceedings will result in any material losses
to the Groug.

B-AARE=A=+—8H -®E
LERAzRTERETER
(=LA 2 20,000,0000 5T -

MER—AALELERR_-+LA
AEETEFATRERIER
i 2 8 5 #1945,0008 T~

R-ETHEETFFREERE
T ERRRE S 0008 TE
HERER-

BitFEERIAARENE
ENAMBERE-EEESREHE
FERE-ZANEZrERSES
FEEEMATEEELH L.
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34.  LEASE COMMITMENTS

35

37.

At the balance sheet date, the Group and the Company had

ding c i &5 under non-cancellable operating leases
in respect of rented premises. The portion of these commitments
which is payable in the fotlowing year is as follows:

ERENENNR:

Operating leases which expire:
More than one but not exceeding EE—SEIRIES
five years

Mare than five years ENES

The Company did not have any operaling lease commitments as
at March 31, 1999.

CAPITAL COMMITMENTS

Cagital expenditure in respect of T 4 o
acquisition of fixed assets contracted L PR
for but not provided in the RErEERE
financial statements PrME

The Company did not have any significam capital commitments
at Manch 31, 1999,

PLEDGE OF ASSETS

The Group has pledged all the assets of one of the Company’s
subsidiaries which represenied bank balances and cash with a
carrying value 21 March 31, 1999 of HK$2,088,000 as a security
for banking facilities granted to the subsidiary.

The note payahle of HK$7,091,000 is secured on the imvestment
properties of the Group in California, U.S.A. with a carrying
value of HK$6,574,000.

RETIREMENT BEMEFIT SCHEME

The Group operates a defined contribution reti benefi
scheme for all qualifying employees in Hong Kong. The assets of
the schemes are held separately from those of the Group in
funds under the control of trustees.

B 0 T -
BE— RS = A

34.

35.

36.

37,

BIRR

RENH EEEMBEDERER
ETFHEREZERERAR
BTz ER AN RN TRER
mEHZETBT:

L3
THE GROUP
1959 1998
HKS'000 HKS$ 000

3.666 1,244
687 -

4,353 1,244

¥EAR-AAAE=A=+—
AEEEAESEHERN-

5]
£
THE GROUP

1999 1998
HKS'000 HK$ 000

- 435

RpAR-AARAEZAZE+—
0 3 8 4F F R Bk R

Vi

EgMENFLART—RER
REHHAKE - B—RAAAE=A
EZ+—HRGEBEARNSMEN
342,068, 0000 55 T #LT - FE IR
| Pk §os Rid e 4k

FEEEARERBNARES
AR A 6,574,000/ T2 B
R o R 7,091,000
ZER.

gk o

ERMALRFRAKBZER
408 o R A Ok - SRR Y
ZRUEUNER\NBEWEEZRA
b ok g

e T
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a7,

38.

RETIREMENT BEMEFIT SCHEME - confinwed

The cost charged to the profit and loss account represents
contributions payable to the scheme by the Group al rates
specified in the rules of the scheme. Where there are employees
who leave the scheme prios to vesting fully in the contributions,
the contributions payable by the Group are reduced by the
amount of forfeited contributions.

At the balance sheet date, there were no (1998: HK$18,000)
fpaieted contributions arose upon employees leaving the scheme
which are available ro reduce the contributions payable in the
future years,

RELATED PARTY TRANSACTIONS

During the year, the Company had transactions with related
parties as follows:

2} In December 1997, Fronteer USA sold Heng Fung Finance:
Company Limited {"Heng Fung Finance”), 2 subsidiary of
the Company a len year LISS4.000,000 10% Conventible
Debentures that is convertible into shares of common stock
of Fromteer USA a1 a price of US50.53125 per share until
December 15, 2007, unless sooner paid, and an option
1o purchase a US§11,000,000 10% Convertible Debentures
that is convertible into shares of common stock of the
Fronteer LUISA 2t a price of US$0.61 per share until ten
years from the date of issue unless sooner paid.
Subsequently, Heng Fung Finance partially exercised the
oplien and purchased additional 10% Convertible
Debentures totaling U5$2,500,000.

On September 23, 1998, Heng Fung Fimance and the
Company agreed to amend the terms of the remaining
US$8, 500,000 of the USS11,000,000 10% Convertible
Diebentures by increasing the interest rate to 12%,
changing the conversion price to the lower of U5§0.35 or
the fair market value per share, and changing the default
conversion price to USS0.10 per share. On Seplember
25, 1998, Heng Fung Finance partially exercised its option
to purchase LUS$8, 500,000 of 12% Convertible Debentures
by purchasing a US$500,000 12% Convertible Debentures
from Fromteer USA.

b e T E - a0
RE-ARAAS=A=+4—-R kel

37

R fk &t i —

RRERmEZ Bk 2 I
e L R gt
Fo e R R T
A 0 B P B
R L e T R

BERR-FEENABRTESH
EEP R R (— LR A
18,0008 751« UL FE B &
EMHERE.

WEALEER

FR-ELAWHNELLEST
HMER:

& BR—AALtE+=H-"
Fronteer LSAS 824 5 B
SAEEFRERRL S
((ESRE ) BSt+ER
4,000,000 %2 + K&
hEAR EETRERR
RMEH -FTHEFTRER
TR _FFLF IR
+EHHEEER0S31258
T MEME L Fronteer
USA 4 A « 205+ Froateer
USATRFR R & iR
M mAEn
11,000,000% 5= + EeT %
BHE-EEAREEMNE
fEHd - EHESTRER
FARERRBERTE
Mok ER0e BT
B Iy Fronteer USATE 8
B U0 SR ETRES
SERRERAMES®
2,500,000 T EA+E
o R

R—hhAEAR=Z+=
A-EpMERELEARE
HE AT ¥ 81 1,000,000 72+
HaaEMNERT
B.500,000% T2 B B H
EREENE - EFEAAR
RBoIsHERBRLTE
O (LR EER & ) R
R B R By i Lo 10
BTe—hhAELE A
EA-EREETESS
= WA B i 8,500,000% 7T
Zt-ETARMSZER
#3085 Fronieer USAMA
% 0 500,000 752+ — M
AR
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38,  RELATED PARTY TRANSACTIONS - continued

ib)

As of March 31, 1998, Heng Fung Finance had purchased
a tatal of US$8,000,000 of the Convertible Debentures.
The principal is due in ten years except for one instalment
of US$500,000 which is due in March 20040. Since Heng
Fung Finance extended the due date of the US§500,000
instalment from March 1999 1o March 2000, Fronteer LiSA
is to pay Heng Fung Finance 2 fee of 5%, or LIS325,000,
payable in 44,092 common shares of Fronteer LISA. The
interest on the Convertible Debentures was paid in form
of the shares of the Fonteer USA%S common stock. As at
March 31, 1999, Fronteer LUISA had US§207,500 of
accrued interest payable 1o Heng Fung Finance related to
the Convertible Debentures,

On April 14, 1998, Fronteer Capital, Inc., a subsidiary of
Fronteer USA and Heng Fung Finance respectively
committed to provide to Global Med Technologies, Inc.
("Global Med”) lines of credit for an amount up to
LIS51,650,000 and USS1,500,000, over the following
twelve months. The loans bear interest calculated at a
rate of 12% per annum and mature 366 days after April
14, 1998. For giving the commitment, Heng Fung Finance
earned warants to purchase 6,000,000 shares of Global
Med's common stock.

On Ociober 7, 1998, Frontesr Development Finance Inc.
{*Fronteer Development®), 2 subsidiary of Fronteer USA,
Heng Fung Finance, and Global Med entered into an
agreement whereby Fromteer Development purchased.
ieng Fung Finance sold and Global Med consented to
the sale of US$1,000,000 principal amount of loans made
by Heng Fung Finance to Global Med along with a warram
1o purchase an aggregate of 4,000,000 shares of Global
Med ’s common stock. Fronteer Development paid Heng
Fung Finance US$1,100,000 for the loans and warrants.

e B -
RE—-AARFZR =40 R

38, REALER-M

ib)

BE-AAAE=R=+—
H ERMEERASAR
1 8,000,000 7 = 5] # 8
-kt FEREMN-
Xy —BWSHER
SO00MEENR-FTE
E=-AHR-ERERME
B 7B 300,000% L
HMAb—-ARhE=ZRE
RE-_FTETFE=H-&
Fronteer LISAS 1 # i B BE
i s%Ers 0008 T E R
JA+ Bl Fromteer USAH B
opREH-FIRRES
2 % B B Fromeer USATY
FRIEAEHBRE—N
RAE=ZA=Z=+—H
Fronteer USAREE] M 91 5
1 5 9 B EE 2 H 207,500
FRZEGEE-

—hhAFENA+MNEH:
Fromteer USA ZH B2 8
Franteer Capital, Inc. R 18
BHESEESEEF_E
H & # B Global Med
Technologies, Inc.
i [Global sed |1 H 45 8%
i 1,650, 0008 T B
1,500,000 7T fd SEEE-
BEENESHET"HEN
B-ER—-AAASEAT
BHBH=~~BEER-
i 53 % B T REMRG lobal
Med 1§ 8 8 6,000,0008 2
ERsE-fEnfdREZ
-

e L L o R R
Fronteer USAZHER O F
Fronteer Development
Finance Inc. [ [ Fronteer
Dewelopment) | -4 % b 8
T Global Med U3 —91 %
% - H K + Fronteer
Development M A, - 8 &
15 1 8 B Global MedE &
4§ BB B Global Med 3
BERE-RELEN
1,000,0003% 7. 8= AR A
Global Med 554,000,000
BEHERZEREE-
Fronteer Development 55
i 0 R A e T R S
£1,100,000:38 T~
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38,

RELATED PARTY TRANSACTIONS - continued

Ich

1)

(e}

The lpans and warrants purchased by Fronteer
Development were a poction of loans and warrants given
pursuant to a joint loan commitment made by Heng Fung
Finance and Fronteer Capital (subsequently transferred to
Fronteer Development) for the benefit of Global Med.

On April 25, 1998, the Board of Directors of Frontees
USA approved a resolution to give consideration of
UIS$350,000 to the Group in respect of the efforts, capital
costs and expenses in setting wp an office in MNew York
which was transferred to Fronteer USA to be operated as
an institutional sales location of American Fronteer
Financial Cosporation, a subsidiary of Franteer LISA, and
determined based upon actual capital costs and expenses
incurred, as well as certain estimates, of Fronteer USA,
Such consideration was setthed by issuing 350,000 shares
of common stack of Fronteer USA to the Growp.

On October 16, 1998, F USA g ed a private
placement of 1,500,000 shares of its Convertible Series B
Preferred Stock at a price of USS10 per share. The
Company has guaranteed the payment of each annual B%
cash dividend on the stock through October 2003. In
consideration for this guarantee, Fronteer LISA issued the
Company 250,000 shares of Fronteer USA's commeon stock.
If the Company is required to make payment as a result
of its guarantee, the Company or its designee will receive
a 12% Convertible Dk quivalent to the

that the Company is required to pay on the guarantee.
The Company or its designee would receive such number
of shares of Fronteer USA’s common stock as is equal to
90% of the market price of the commaon stock as of the
close of business on October 31 on which the dividend is
payable divided ino the amoun! of the dividend.

During the year, the Group also acquined certain propesties
in Canada from Sunshine Properties Limited, an asseciated
company of the Group, at a consideration of approximately
HK$1,552,000.

During the year, an additional amount of HK$13,503,000
in respect of the facilites granted by the Group as sel out
in note 13(b) was utilised by Fronteer HE.

5 R -
RE-AARREZAZ+—A kR
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38. RELATED PARTY TRANSACTIONS - continued

39.

g

On February 12, 1999, Heng Fung Finance has entered
into a facilities agreement with Fronteer HK, pursuani to
which Heng Fung Finance will provide the standby
facilities for @ maximum amount of HK$50 million to
Fronteer HK. Under the terms of the facilities agreemend,
any drawdowns against the standby facilities may be made
by Fronteer HK at any time on or before the expiry of a
period of 23 months from February 12, 1999 on a
revolving basis. Interest is payable at the rate of 2% per
annum over prime rates on the amounts of the standby
facilities drawn down and outstanding. All amounts
outstanding under the standby facilities, together with
interest accrued thereon, are required 1o be repaid to
Heng Fung Finance in full on the date being the expiry of
24 months from February 12, 1999,

i M, Chan Heng Fai, a director and substantial shaseholder
wof the Company, is the Chainman, President and Direcior
«of Fronteer USA and is also a director of Ghobal Med.

i Mr. Trapp Robert Hesrmzn, a non-executive director of
the Company, who indirectly holds cenain issued shares
of the Company, i a director of Fronteer USA. 1he
Presidhent of Amaesican F Firancial Corporation, a
subsidiary of Frosteer USA and is alsa 2 director of Global
Med, Mz Forg Kwok Jen, 2 non-executive director and a
shareholder of the Company, is a director of Fromteer
L15A and is also a derector of Global Med.

The perms of the above transactians were maually agreed
Iy the parties involved.

Mo comparative infgrmation has been presented foc
related party trapsactions in this first year of
implementation of the new standard, because the
necessary information is not available,

POST BALANCE SHEET EVENTS

{2}

In April 199, the Group purchased 2,000,000 shares of
Global Med by the surrender of its entire interest in the
convertible loan notes of US§500,000 which carried
interest 2t 12% per annum and had a maturity date on
Apeil 15, 1999,

g 2 5408
BRE-AALEZAZ+— R EER
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39,  POST BALANCE SHEET EVENTS - continued

b}

On April 13, 1999, Heng Fung Finance confirmed that it
will provide a line of credit of up to US$2,000,000 to
Global Med with interest at the rate of 12% per annum
payable monthly. Principal on all loars made pursuant 1o
the line of credit shall be due and payzble on Agril 12,
2000. However, loans made pursuant to the line of credit
shall be repaid to the Group immediately from proceeds
of any offering of Global Med's securities prior to April
12, 2000 and thereafter, this credit f2cility will lapse.

Each loan drawn on the line of credit will be no mare
than US$230,000 and will be rep d by a promissony
note made by Global Med for the benefit of the Group-
The promissory note(s) will be convertible, at the Graup’s
option, into shares of common stock of Global Med at a
price based on the average closing bid price of Global
Med's common stogk for a peried of 15 business days
prior 1o April 13, 1999,

On or before April 13, 1999, as consideration for the line
of credit, Global Med agrees to pay the Group, a fee
equal to 5% of the total line of credit in shares of Global
Med common stock at a price based on the average bid
price of Global’s Med common stock for the 15 days
prior to April 13, 1999,
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40.

PARTICULARS OF SUBSIDIARIES

Particulars of subsidiaries at March 31, 1999 are as follows:

HEEES
BARE FIng
Place of
incorperation!
Name of company speration
Amesican Fronteer Financial Heng Kong
Intereationad Limited #e
EREGARERARLA
Ceesury City Commodities Foag Kong
Limited w2
EXRiEamEARLA
Cyber Consruction HE Hong Kong
Limited BE
Ei-Fi-0) (Far East] Limited Hoag Kong
2
Faithy Profin |Emited Hoag Kong
ERARELA iz
Frosteer Enternational Holdiags Bermuda.
Limiited BB
EERRRENTELA
Frorseer Securifies {HK) Limited Hong Kong
ERRERELE EE
Heng Fasg Capatal Company Hong ¥ong,
Limited wE

EREBRARLT

ORiTR
[ERE

lssued and iully
paid share cagiul

Oirdinary HK§2
FEmREE

FEK 48,000,000
8,000,000

Odimary HE§2
EERIEE

Oirdimany
HKS$3,000,000
£ EE3.000,000E

HE$10,000
10,0008 T

OndEsary
HK52,006,000
Non-woting
cummdative
redeematie
txevertible
preference shares
HK%$68,500.000
Mote 2l
B & R2,006,000% T
EREERHTAE
FRERESR
68,500,000 T
(Eital

Ordinary HK$2
FERMEC

et 5 i e O -
BE-LALEZAZF— Nk

0. BELAER
R—hAALE=A=1+—H0HK
REZEMENT:

ARERBTEN
E&ifEe
i R FERE
Preportion of
nominal valee of
ismed capital
held by the Company  Principal activifies
Directlly  Indirectly
% %
= 5586  lavestment hoiding
ANEE
100 - Inactive
FER
- §5.86 Inactive
TER
- ¥ide Inactive
TER
100 - Property holding
BESH
- 554 Retailing and
distritestion of
fashion apparel and
accessosies and share
traing
EERERERER
ERSPERERN
- 1o
- 5586 Famancial and
secunies investmend
HERSSAN
100 - Securitaes
imvestmen
&R

MNOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED MARCH 31, 1999

40.  PARTICULARS OF SLUBSIDIARIES - continued

£AEE

Name of company

Heng Fung Capital, Inc.

Heng Fing Capital (Canada) fnc

Heng Fung Caginal (5} Pre. Ld

Heng Fung Equities, Inc.

Heng Feng Fesance
Company Limited
ERHRERLE

Hessg Fung Mominess Limised
ERfEAGRES

Heng Fung Singapore Limited
ERFnEAREA

Heng Fung Undenuriter
e

HF Corporate Services
Limited

HF Holdings Limited

How Wang Capital (HK
£
BIRFIER AREA

ichi M& San Enterprises
Co. Lirnied

Internationad Buy Sel
Hold Limined

EWR L
#RNE

Flace of

WaE

United States
o .

- RHEGRE

Hoeg Kong
2
Hong Fong

#E

Hang Koog
E2

Heng Kong
2

Hoeg Kong
5&

Hong Kong
i

Horg Eong
i

Hong Kosg
LY

Hong Kong
FE

GRS
HEEX

tssued and fully
paid share capital

LISEE5,000
15,0008 7T

- (Note B
- (R

SGDS13.487,282
13AITIEE

UISS105,000
105,008 &

HKF1, 260,000
1,260,000 T

HKs?
ER

HICE1,000,000
1,000,000 =
HES2
1R

K52
TR

HEL?
e

HKL2
R

HX510,000
0,000 T

HE 52
K

14 R B E -
BE-RLAAS=A=S+—-HEFR

0. MELAKE-E

kERERCRT
EEEEES
6 ] R EERE
Proportien of
mominal valoe of
‘m ‘w
heid by the Company  Priscipal activilies
% %
100 = Investment
REER
00 - y
' HERY
86 - Esvestment Rolding
anER
- 100 Securities invessoent
EEOW
- 98.6 Investment
helding
fid g
1] - Inacsive
FE
00 Inactive
TER
0 - Securities trading
EEAN
100 - naclive
&R
100 = Toactye
FER
- 100 Inartve
FER
100 - Property
investment
mEAR
100 - Emactive
E3



NOTES TO THE FINANCIAL STATEMENTS - continued MWt -- NOTES TO THE FINANCIAL STATEMENTS - continued HEREME-=
FOR THE YEAR ENDED MARCH 31, 1999 BE-RAAFZA=Z+f—NiFR FOR THE YEAR ENDED MARCH 31, 1999 BE-RAAS=H=1—HiLEHE
40, PARTICULARS OF SUBSIDIARIES — continued 0. BELIEE-2 | 40.  PARTICULARS OF SUBSIDIARIES — continued 0. BELAEE-=
e LT 0t 2 L3 L 1
BERRLS ERiTR BREkEREE RS et £ig ! Ekmfilts
£ARE b 404 HERE HiE M EEE EdRE #EAE HERE 12 R IHRE
Proportion of Proporfion of
Flace of nomisal valve of f Place of nominal valze of
incoporation/  lssued and fully issmed capital incorporations  lssued and fully issued capital
Name of company operafion paid share capital keld by the Company  Principal activiies Naree of company operafion paid share capital held by the Company  Principal activities
Directly  Indirectly Directly  Indirectly
% % L] %
tocai Dieramark Limited HomgBoog  Ordimary FKS10,000 - 5585  Operation of fashion Kersg, Fong, Chana Hong Kong HKS2,450,000 100 - Inactive
&k EER00MER retail shops Indestries Limited 3 14500008 £ TER
EEHRTEZE BERTELERELA
Yo Paris Limited HongKong  Ordimary HK$500,000 - 5585  Operaticn of fashion | Kang Fong Foeeign United States LUS$250,000 - 100 Property
FiE 3 B 5000008 7T retail shops ! Invessmenn Co. Lad. of America 0 00ET investment and
EENETESE FHELTR developeent
REGRNARE
i Seyle Lamited Hong Kong Oerdinary HE§2 = 5586 Inactve ]
&# #ERIER ES-1 | [ Keng Fong Hotel Limited Hoag Kong HEST, 400,000 00 - Inactive
ERAGEEARES e 1,400,0008 7T TER
Iwaé Tokyo Limited Hong Keag Ordinany HIS2 - 5585 Inactwe
& -1 1 8} 54 r#&a Ke=g Fong Malaysia +  Hoog Kong HKS100,000 00 - Inivestmen
| Entesprises: Limited 3 100,000/ T hoiding
Twai's Holidhings [Hong Kong) Hong Kong Ordinany FKS1.000 - 55086 Inveszzent and EEEXSFRARLA 4 g1
Limited iE Non-vatisg. jproperty hodding
deferred shares - - REERmERY Keng Foeg Sepemarket, Hong Keag HES3,000,000 o - lnacthe
HIK$1 000,000 | Limited #E B,000,0008 T TER
Moke cl EREATRERLE
EERIOOET
EANGEENR Kingford Imvestment Hong Kong FEKS, 000,000 100 - Inactive
1,000,000 % | Company, Limiied £ 1.000,0008:% FEF
(R E RERSANMLE
hwai's Iawestments Limited Britich Ordsnary HEK§10,000 - 5585 Inwestment holding [ Lai Fook Invesiment (H.K) Hong Kong HK§7,000,000 80 # Inactive
Virgin klands/ FEE10,0008 #ARR i Company Limited &2 1,000,0002 T TEE
Hong Seng. FEARERIERET
EEEXELS [ {inemerby known 25 Hong Knng
ke Hou Wang imestments Limited)
EEREERTAREREA)
Keng Fong Amevica Hoag Kong HES1, 500,000 100 = Imvestment
Enterprises Limited B 1,500,008 T holding Luckford Enterprise Limited Hong Kong HES10,000 [ - Propermy
EEFESSARLA f/EER AREEERRE &2 10,0008 & development
nigE
Keng Fong Canada Hosg Kong HE§10,000 100 - evestment l
Enterprises Limired FE 10,0008 X holding L Mzsang buai Entesprises Hong Kong Ordinary - 55.86  Trading of fashion
TR EEEERLT RULR | [Hong Kongh Limited &2 HKA1,000,000 apparel and
] RER BCOESSONES
Keng Fong Capital Limited Hoag Kong HES2 100 = Inactive | 1,000,000/ < BERESRUNE
BERERGRAS wE ®R TER
L




L |
NOTES TO THE FINANCIAL STATEMENTS - continued o A G - ] NOTES TO THE FINANCIAL STATEMENTS — continued BB R RN -2
FOR THE YEAR ENDED MARCH 31, 1999 RE-AAAREZA=ZT—REFE FOR THE YEAR ENDED MARCH 31, 1999 BRE-AAALE=N=1+—Rk4%N
20. PARTICULARS OF SUBSIDIARIES - continued 40. MELAGHEE-2 | 40.  PARTICULARS OF SUBSIDIARIES — contimsed 0. MELAGHZE-2
KAARALRE | Notes: m:
ERRES oRiFR BEEfLE I
BANE AERE SEBE fi%: ] miE Ed £ & 1 2 The nna-wling cumulative redeemable convertible preference a; ENESNERNTINE TS
Propeetion of | shares (P Shares”) shall casry equal rights and rank pari passu EREER(TRREERE])
Place of anssat) sier ol with coe another and each OF Share shall have the rights and SHETEE EERTAER
incorporation kisued and bully issued capital restriction sel out below: ::FSEET F 5 0 R
MName of company operatico paid share cagital beld by the Compaay  Principal activilies
Dicectly  ffivectly fil Holders of the CP Shares are entitled in priority to amy B TRBEESIHAN
* % dividend payable in respect of the ordimary shares of ERERGEREEE
. F HE a1 « lative anmual pref izl divedend FEREMHZzEAR
M. France H.K_ Limited Hang Kong Dirdinary = 55.86  (Operation of fashion rates of 3 per cenl, per annum on the principal amaunt L. ENRENUTR
R HKS1,000,000 cetail shops of the CP Shares which are specified in the subscription BELRELEERN
¢ 1 EENRTECE agreement dated Febmuary 12, 1999 and o supplemest FREEERESE=N
1,000,000 T agreements dated February 15, 1999 and Masch 9, 1959 fR-HRANCR—
respectively, Subject to the Companies Act of Bermuda, RAAF-H+_HE
; T t HES500 _ 100 Teache the dividend is payable cumulative and semi Iy in A R
ity Toog ey i,;_mg SDU,M;E;: KER arnears on March 37 and September 30 in each year MR—-hhhFE_H+
during the comension pesiod which falls adter the second RBE-hLALAF=AR
-t o anaiversary from the date of issoe of the CP Shares and LEBTXMEREA
Rasa Sayang Limited Hong Koag HKE10,000 Too - 5““‘"";'“‘“‘”‘“ the firsz payment is due on September 30, 2001. EH-RRERELA
ER 10,0008 T 2&am ErET RN ER
EH-ERETAARRE
Rich Legend investment Hang Foeg, Ordinary HK$2 - 55.86 Financial and WAERBEES @
Limired EE FéEmRx secnrilies imiesimend EERFE=H=+—
EEREARLT HRRESRE AREALH=+EMnn
MEETFRERR -
s Lam Comstuction Hong ¥ong HKS 100,000 100 - Inactive noHREANR_—F
Co. Limized = 100,000% % RER T
HREETREA
. N : N | fil  The CP Shares are coowertible in muBtiples of 1,000,000 Gy EHEREBITH
Sae World Capita] Limited Baitish Virgin US$50,000 toa = inwestmen holding it the exdinary shares of Franteer HK. 1,000,0008 & 3 2 W
tlands SOU000E T anEs , ;
j BhEERR
ERETEL |
i (il  The CP Shares are zlso redeemable at the principal fifiy WRRELRFHALN
Wai Kin Jovestment Hong Kong HES660,000 [ - Imvestrsent holding i amounts on the maturity date or the earfiest date RESAEREARE
Company, Limated wE 00,0008 L f/EER i permitted undes the Companies Act of Bermuda, FrESHE Hae
SRTTEREE whichever is the later. The maturity date is the fifth FHEI BN
| anniversary of the isswe date of the CP Shares. Ei-FmH L8N
Weelizem Asia Limited Heog Kong HS10,000 100 - Braperty ! R RN
EESHaRRE = 10,0008 T developrment
aaRe G The CP Shaves da ot have any voting sights. v ETARERREEEE
HEE-
York Winner Investment Hong Kong Oudinasy HKE2 - 55.86 Financial and
Limited &E EEEIER securities investment b.  Ms of the balance sheet date, no part of the capital has besn b RENR-REGEEEEE
RARWERLA HERREAN - — -
< The non-voling deferred shares, which ane sat held by the Group, €. grpEpHrENNSEY
practically carry no rights to dividends oe to receive notice of oc EAXEIESEHERDE-§
10 attend or vate at any general meeting of the respective gL SIEARNECRE
company of to participate in any distribution on winding up. ER-BEAAEEN S
rEEERERRBEST
-
Mone of the subsidiaries had any loan capital cutstanding at the SHELBARERAREARARS
end of the year or at any time during the year. EREFAEEREZ BERE.



MOTES TO THE FINANCIAL STATEMENTS - continued
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41,

PARTICULARS OF PRINCIPAL ASSOCIATED COMPANIES

Particulars of principal associated companies at March 31, 1999
are as follows:

i 5 e W k-
BRE—LAAESAZ+—HEER

41. EERSLAEN

BE—hhAhEFE=RA=Z+—HEE
BELAZMERT:

WA AEARFCRITEERS

Fi3 g B L
£AHE® #RaE i L Ei EERE
Proportion of
Place of nominal value of
incorporation/ issued capital/
registration/ registered capital
Name of company operation held by the Company  Principal activities
Directly  Indirecily
b o
Fronteer Financial Holdings, LISA 1.35 5.1 Securilies investment
Limited xE BHEERE
Heng Fung Petrochemical Hong Kong 40 - Irvestment holding
Limited 52 HYER
HRrRAEIARLA
Park Lane Mercantile Limited Canada 15 Progerty development
g [ E HRER
Sunshine Properties Limited Canada - 50 Property development
fmgk WEER
Yichang Keng Fong Investment PRC 25 = Investenent holding
Company Limited +H HEER
EEMEERHBRLE
The abowe table lists the associated companies of the Group IEFEESEREEERES
which, in the eplion of the directars, principally affected the EEsESNAEREENEEE
results of the year or formed a substantial portion of the net FHEEESAZRELE-EUE
assets of the Group, To give details of ather associated companies H-ERELGRELAIHE.
would, in the opinion of the directors, result in particulars of wHEREAR TR

excessive length.

PR T

e o

FIVE YEAR FINANCIAL SUMMARY

RESULTS B2
Turnover gEM
Operating prodit (loss) EREH(ER)
Continuing operations FEtEERA
excluding exceptional WEHFR
items HESH
Exceptional items HRAEHR
Share of results of EGNEaa
associated companies et

Loss from ordinary activities REBEHE A%
before taxation REEN
Taxation Bl

Lass before minority interests kA FEBE

BEWER
Minarity interests SR
Loss for the year wEREN
Loss per share #REN

ASSETS AND LEABILITIES j . 5:8

Total assets - 4. .3

Total liabilities Bl
Minority interests SERMNELE
Shareholders’ funds B A

Ti 4 B 8 O H e
BE=ZH=+—01kFE
For the year ended March 31,

1999 1998 1997 199% 1995

HKS'D0O  HES'D00  HKS'000  HES'000  HKS'000
40,288 172,297 28,155 13,397 11,066
21,703) (28,480 (16,702) (7.777) 13,846)

22,153 ({126,872) 49 14,228) {3,349)
450  {155,352) (16,053) {12,005) 7,195)
29,823) (29,448) 1,761 [691) 271y
29,3731 (154,800 {14,292] (12,696 [7,466]
14,253) 773 (208} 846 (2,0500
(33,6260 (184,027 (14,500} (11,848 (9,516)
703} 2,171 971 B854 [1,384)
{34,329} (181,856} (13,529} (10,994} {10,900
Cents # Cents # Cents # Cents & Cents #
2.75) {(17.58) (3.37) [3.98) (4.48)

R=F=4+—AR

As al March 31,

1999 1998 1997 1996 1995
HK$'000  HKS'000  HK$'0M0  HK$'D00  HK$'000
380,384 434,603 212,837 157,555 92,147
(22,855) [37,484) (76,672) (52,3200 126,068}

B38) [135) (2,639] (12.222) 110,943}
356,693 396,984 133,526 93,013 55,136




PARTICULARS OF MAJOR PROPERTIES
AT MARCH 31, 1999

mE
Location

LAND AND BUILDINGS LM RENYT

Mo, 326 Kwun Tong Road
Kwun Tong

Kowloon

Hong Kong
&#hl!!l!!!zﬁt

INVESTMENT PROPERTIES 48 W4 B

200F, and car parking spaces

Mos. 10 and 11 on 3F., SUP Tower
MNo. 4 Mercury Street

and Nos, 7583

King's Road, North Point

Hong Kong

FELALEH4RE
EgHs-83H

B4 AN 208 R

FEETOSE By Ba WA

Northeast Cosner of

Tustin Avenue and Katella Avenue
Orange City, Orange County
Califormia, U.S.A.

Unit A on Tth Floor

Good Luck Industrial Building
No. 105 How Ming Street
Kwun Tong

Kowloon

Hong Kong
HFRALERETRE 105K
HELRCHTRROA

Unit A on 11th Floor

Good Luck Industrial Building

Mo, 105 How Ming Street

Kwun Tong

Kowloon

Hong Kong

§§J‘L!l§1ﬂ!ﬁm§!
FEIRAMNEREA

Car Parking 5pace No. P9
on Groung Floor

No. 105 How Ming Streel
Kwien Tong

Kowloon

Hong Kong
ﬁ!i‘tllllﬂlﬁmsﬁ
M TFoRMIE

ko o e

BR—hhAhE=A=+—0

jo8:F Eif L b e
Effective % held Type Lease ferm’
100 Industrial Medium-term lease
TER e REES
oo Office premises Long lease
sLE REES
0o Shopping mall Freehold
U B ALEW
100 Industrial Medium-term lease
ITER RES
100 Industrial Medium-term lease
IRE R
100 Car parking space Medium-term lease
M s RES

g,

PARTICULARS OF MAJOR PROPERTIES - continued

nE
Location

PROPERTIES HELD FOR DEVELOPMENT #HEBREZWER

Apt BTT-180-012-013-014-015-016-017-018
in Riverside County

California, U.5.A.

[Site area: 67.5 acres)

[E-% 3L S ]

Lot No. 1210 and 1211
Demarcation District No, 316
New Territories, Hong Kong

FEERLRHEIME

BEEioM AR

£} ] Rk
Square

Lacation metre

PROPERTIES UNDER DEVELOPMENT FOR SALE Bl ZERDHR

MNos. 28 - 30 Kai Tak Road 167.22
Kowloon City "

Kowloon, Hong Kong

FEARLERN ﬁ!aﬂ!iin&

Nos. 16-20, Baker Street 202.81
Hung Hom

Kowloon

Hong Kong

FELEABEESH IR E0H

PROPERTIES HELD FOR SALE %l fide R

Car parking spaces Nos. 22 to 24 on 30
lower GIF., Inwerness Villa

MNo. 22 Invemess Road

Kowloon, Hong Kong

FEALEELR-+ !22!

e oA R T E

DREE|AHML

ET R T
HERGE 5] fis
Effiective % held Type Lease lerm
100 Wacamt land Freehold
TR AEEE
50 Vacant land Medium-term lease
=l SR
L% f Bl L L E]
Effective
% held Type Lease term
00 Vacant land  Medium-ierm
= lease
hEmES
100 Vacant land Long lease
e EHER
100 Car parking  Medium-term
space lease
pif S hRES
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