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These notes form an integral part of and should be read in conjuction with the accompanying financial statements.

1 GENERAL

The Company is incorporated and domiciled in Singapore and is listed on the Singapore Exchange. The address of
its registered office is 9 Temasek Boulevard, #07-00 Suntec City Tower 2, Singapore 038989.

The principal activities of the Company are those of investment holding and provision of management services to
the subsidiaries. The principal activities of its subsidiaries are set out in note 24(d) to the financial statements.

2 SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

The financial statements have been prepared in accordance with Singapore Statements of Accounting
Standard (“SAS”). The financial statements have been prepared under the historical cost convention
and are expressed in Singapore dollars.

In 2002, the Group adopted SAS 12 (2001) Income Taxes.  There are no material effects arising from
the adoption of SAS 12 (2001) on the results of the Company and the Group.

(b) Basis of consolidation

The consolidated financial statements include the financial statements of the Company and all its
subsidiaries made up to the end of the financial year.  Subsidiaries are those entities in which the Group
has an interest of more than one half of the voting rights or otherwise has power to exercise control
over the operations. Subsidiaries are consolidated from the date on which control is transferred to the
Group and are no longer consolidated from the date that control ceases. All intercompany transactions,
balances and unrealised gains on transactions between group companies are eliminated; unrealised
losses are also eliminated unless cost cannot be recovered. Where necessary, accounting policies for
subsidiaries have been changed to ensure consistency with the policies adopted by the Group.

(c) Foreign currencies

Transactions in foreign currencies during the financial year are converted to Singapore dollar at the
rates of exchange prevailing on the transaction dates. Foreign currency monetary assets and liabilities
are translated into Singapore dollar at the rates of exchange prevailing at the balance sheet date
or at contracted rates where they are covered by forward exchange contracts.  Exchange differences
arising are taken to the income statements.

For the purpose of consolidation of foreign associated companies and foreign subsidiaries whose operations
are not an integral part of the Company’s operation, the balance sheets are translated into Singapore
dollars at the exchange rates prevailing at the balance sheet date, and the results are translated using
the average exchange rates for the financial year. The exchange differences arising on translation of
foreign subsidiaries, and the Group’s share of exchange differences arising from the translation of
foreign associated companies, are taken directly to the foreign currency translation reserve.  On disposal,
these translation differences are recognised in the consolidated income statement as part of the gain
or loss on disposal.

Exchange differences arising on monetary items that, in substance, form part of the Group’s net
investment in subsidiaries (such as loans in the form of quasi capital) are taken to the foreign currency
translation reserve until the disposal of the net investments, at which time they will be recognised
as income or expense in the income statements.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Foreign currencies (continued)

Certain subsidiaries of the Group have adopted the United States dollar as the functional currency to
record their transactions since the bulk of their revenues and expenses are transacted in United States
dollars. The financial records of these subsidiaries are maintained in United States dollars.

The financial statements of these subsidiaries which are maintained in United States dollars are expressed
in Singapore dollars by translating all assets and liabilities, with the exception of share capital and retained
profits, at the rate of exchange prevailing at the balance sheet date and the results are translated using
the average exchange rates for the financial year. Share capital and opening reserves are translated at
historical rates.  The exchange differences arising on translation are taken directly to the foreign currency
translation reserve.

(d) Revenue recognition

(i) Shipping

Income from voyage charters is recognised when a voyage is completed based on the complete
discharge of cargoes at the last port of call whilst income from time charters is recognised over the
period of the time charter agreement on an accrual basis.  Any losses arising from voyage or time
charters are provided for as soon as they are anticipated.

Booking commission, agency and transhipment fees are recognised upon the rendering of services
to vessels. Container cargo handling fee is recognised upon the discharge of inward cargo.

Revenue from freight forwarding, transport agents, feedering and chartering is recognised when
the service is rendered.

(ii) Ship repairing and marine related activities

With effect from 1 January 2002, the Group changed its accounting policy with respect to income
recognition on ship repairing, marine engineering, container repairs and services, fabrication works
services and production of marine outfitting components.

Revenue from ship repairing, marine engineering, container repairs and services, fabrication works
services and production of marine outfitting components for project with a duration of less than
three months is recognised upon completion of the job as certified by the service engineers. For
project with a duration of more than three months, revenue is recognised on the percentage of
completion method based on progress of the contract work, where the outcome of the contract can
be estimated reliably. If the contract covers a number of projects and the cost and revenue of such
individual projects can be identified within the terms of the overall contract, each such project is
treated as a separate contract.  Provision is made in full where applicable for anticipated losses on
contracts in progress.

Prior to 1 January 2002, income recognition on ship repairing, marine engineering, container repairs
and services, fabrication works services and production of marine outfitting components is recognised
upon completion of the jobs as certified by the service engineers.  The change in accounting policy
has been adopted to better reflect the business activities.  There were no material effects arising
from the change in accounting policy.

(iii) Rental of property and property trading

Revenue from the sale of trading and completed properties is recognised when legal title passes to
the buyer. Commission income from trading properties is recognised upon the conclusion of the sale
and purchase agreement between the vendor and purchaser.

Rental income arising from investment and leasehold properties is recognised on an accrual basis.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Revenue recognition  (continued)

(iv) Others

Dividend income is recorded gross in the income statement in the accounting period in which a
dividend is declared payable by the investee company or subsidiaries.

Interest income is accrued on a day to day basis.

(e) Deferred income taxes

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
The principal temporary differences arise from depreciation on property, plant and equipment, interest
and tax losses carried forward.

Tax rates enacted or substantively enacted by the balance sheet date are used to determine deferred
income tax.

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

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and
associated companies, except where the timing of the reversal of the temporary difference can be
controlled and it is probable that the temporary difference will not reverse in the foreseeable future.

(f) Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost.

For the purpose of the cash flow statement, cash and cash equivalents comprise bank and cash balances,
fixed deposits with financial institutions, net of bank overdrafts.

(g) Trade debtors

Trade debtors are carried at original invoice amount less an estimate made for doubtful debts based on
a review of all outstanding amounts at the year end.  Bad debts are written off when identified.

(h) Inventories

Inventories are stated at the lower of cost and net realisable value.  Cost is calculated on a weighted
average cost basis or specific identification method basis where appropriate.  Net realisable value is
the price at which the inventories can be realised in the normal course of business after allowing for the
costs of realisation.  Provision is made where necessary for obsolete, slow-moving and defective
inventories.

Contract work-in-progress is stated at cost comprising consumable materials and subcontractor
labour costs. Provision is made for all losses expected to arise on completion of projects entered into
at the balance sheet date.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Trading and completed properties

Trading and completed properties are held for sale in the ordinary course of business and are stated at
the lower of cost and estimated net realisable value. Cost of the trading properties comprises its
purchase price and any directly attributable costs of bringing these assets for sale.

Cost of completed properties includes cost of land and other direct and related development expenditure,
including interest on borrowings, incurred in developing the property.

For this purpose, the interest rate applied to funds provided for developing the property is arrived at by
reference to the actual rate payable on borrowings for development purposes.  The capitalisation of
interest charges will cease upon receipt of Temporary Occupation Permit (“TOP”).  Upon receipt of TOP,
development properties are transferred to completed properties available for sale.

Provision is made when the carrying amount of the trading and completed properties or its cash
generating unit exceeds its recoverable amount.

(j) Deferred expenditure

Deferred expenditure are recognised when it is probable that the future economic benefits that are
attributable to the asset will result in an inflow of resources, and a reliable estimate of the amount can
be made.

(k) Investments

(i) Long-term investments

Long-term investments, including the investments in subsidiaries and associated companies are
stated in the financial statements at cost less provision. This provision is made in recognition of
a diminution in the value of the investments which is other than temporary, determined on an
individual investment basis. Profits or losses on disposal of long-term investments are taken to
the income statements.

(ii) Investment properties

Investment properties are those properties which are held on a long-term basis for their investment
potential and for the generation of rental income and are not occupied by the Group or its related
companies. These properties are stated at cost and are depreciated on a straight line basis over
the expected useful lives of the properties of 50 years.

With effect from 1 January 2002, the Group revised the expected useful lives of the investment
properties from 50 – 99 years to 50 years.  The directors are of the opinion the useful lives of 50
years used for depreciation purposes will reflect a fairer estimate of the useful lives.  Accordingly,
this change in accounting estimate has resulted in an increase in the depreciation charge for
investment properties in the current financial year of approximately $329,000 and correspondingly,
decreased the profit before tax of the Group by the same amount.

No adjustment has been made to the opening accumulated depreciation for investment properties
as the effect of the change in the useful lives of the investment properties on the Group’s results
is not material.

When the carrying amount of the investment properties is greater than its estimated recoverable
amount, it is written down immediately to its recoverable amount.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Investments (continued)

(iii) Short-term investments

Short-term investments are stated at the lower of cost and market value determined on an
aggregate basis.  Cost is determined on the first-in first-out method.  Profits or losses on
disposal of short-term investments are taken to the income statements.

(l) Associated companies

Investments in associated companies are accounted for under the equity method whereby the Group’s
share of profits less losses of associated companies is included in the consolidated income statement and
the Group’s share of net assets is included in the consolidated balance sheet. These amounts are taken
from the most recent audited financial statements of the companies concerned. Where the accounting
policies of the associated companies do not conform with those of the Group, adjustments are made on
consolidation where the amounts involved are considered significant to the Group.

The Group treats as associated companies those companies in which the Group has a long-term equity
interest of between 20 and 50 percent and over whose financial and operating policy decisions the Group
exercises significant influence but which it does not control.  The Group’s investment in associated
companies includes goodwill (net of accumulated amortisation) on acquisition.

(m) Property, plant and equipment

All property, plant and equipment are stated at historical cost less accumulated depreciation.

Cost of motor vessels includes actual interest incurred on borrowings used to finance the motor vessels
while under construction and other direct relevant expenditure incurred in bringing the vessels into operation.
For this purpose, the interest rate applied to funds provided for constructing the motor vessels is arrived
at by reference to the actual rate payable on borrowings for construction purposes. The capitalisation of
interest charges will cease upon the completion and delivery of the motor vessels.

The inherent components of the vessel which are subject to major overhauls at regular intervals are initially
determined based on the estimated costs of drydocking of the vessel and are depreciated over a period of
21/ 2 years in order to reflect the different useful lives of the component assets. Drydocking expenditure
incurred are capitalised as additions when incurred and the net book value of the replaced components are
excluded.

(n) Depreciation of property, plant and equipment

Leasehold land is amortised evenly over the remaining term of the lease.

Depreciation on motor vessels is calculated so as to write off the cost less estimated residual value on a
straight line basis over their expected useful lives of 25 years from the date the vessels were put to use
or the remaining useful lives from the date of acquisition, except for the refit costs which are depreciated
over 2 1/2 years.

Depreciation on other property, plant and equipment is calculated on a straight line basis to write off the
cost of other property, plant and equipment over their expected useful lives. The estimated useful lives are
as follows:

Buildings on freehold and leasehold land 26 - 50 years
Plant, machinery and equipment 3 - 8 years
Office renovation, furniture, fixtures and equipment 3 - 5 years
Motor vehicles 10 years

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2002
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

(n) Depreciation of property, plant and equipment (continued)

Depreciation is only recognised in the financial statements when the property, plant and equipment are
put to use.

When the carrying amount of an asset is greater than its estimated recoverable amount, it is written
down immediately to its recoverable amount.

(o) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of
net assets of the acquired subsidiaries/associated companies at the date of acquisition. Goodwill on
acquisition of subsidiaries is included in intangible assets. Goodwill on acquisition of associated companies
is included in investments in associated companies. Goodwill is amortised on a straight line basis,
through the consolidated income statement, over its useful economic life up to a maximum of 10 years.
Goodwill which is assessed as having no continuing economic value is written off to the consolidated
income statement.

Negative goodwill represents the excess of the fair value of the Group’s share of the net assets
acquired over the cost of acquisition. Negative goodwill is presented in the same balance sheet
classification as goodwill.  To the extent that negative goodwill relates to expectations of future losses
and expenses that are identified in the Group’s plan for the acquisition and can be measured reliably,
but which do not represent identifiable liabilities, that portion of negative goodwill is recognised in the
income statement when the future losses and expenses are recognised.  Any remaining negative goodwill,
not exceeding the fair values of the non-monetary assets acquired, is recognised in the income statement
over the remaining average useful life of those assets; negative goodwill in excess of the fair values of
those assets is recognised in the income statement immediately.

On the acquisition of a foreign subsidiary or associated company, the goodwill arising is translated at
the exchange rate prevailing at the date of acquisition.

The gain or loss on disposal of an entity acquired by the Group includes the unamortised balance of
goodwill relating to the entity disposed.

(p) Accounting for leases

Leases of property, plant and equipment where the Group has assumed substantially all the risks and
rewards of ownership are classified as finance leases. Finance leases are capitalised at the inception of
the lease at the lower of the fair value of the leased property or the present value of the minimum lease
payments. Each lease payment is allocated between the liability and finance charges so as to achieve a
constant rate on the finance balance outstanding. The corresponding rental obligations, net of finance
charges, are included in other long-term payables. The interest element of the finance cost is charged
to the income statement over the lease period. The property, plant and equipment acquired under
finance leases are depreciated over the useful life of the asset.

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made under operating leases (net of any incentives
received from the lessor) are charged to the income statements on a straight-line basis over the
period of the lease.

When an operating lease is terminated before the lease period has expired, any payment required to be
made to the lessor by way of penalty is recognised as an expense in the period in which termination
takes place.
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NOTES TO THE FINANCIAL STATEMENTS
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

(q) Provisions

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

(r) Employee benefits

Employee leave entitlements

Employee entitlements to annual leave are recognised when they accrue to employees. An accrual is
made for the estimated liability for annual leave as a result of services rendered by employees up to the
balance sheet date.

(s) Preference shares

Preference shares, which are redeemable on a specific date or at the option of the shareholders or
which carry non-discretionary dividend obligations, are classified as liabilities.  The dividends on these
preference shares are recognised in the income statements as finance costs.

(t) Dividends

Dividends on ordinary shares are recognised as an appropriation of retained profits in the period in
which they are declared.

(u) Borrowing costs

The cost of borrowings related to motor vessels under construction is included in the cost of vessels,
and is, upon the completion of such assets, depreciated together with the construction costs at rates
of depreciation applicable to such assets.

The capitalisation of borrowing costs will cease upon the completion and delivery of the motor vessels.
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3 REVENUE

The Group The Company

2002 2001 2002 2001

$ $ $ $

Rental income from investment

  and leasehold properties 8,794,276 8,054,562 – –

Sale of completed properties – 14,750,558 – –

Time charter revenue and – –

  voyage freight 64,771,841 74,948,791 – –

Shipping agency income 23,969,742 18,270,307 – –

Ship repair and fabrication

  service income 4,904,940 6,879,153 – –

Sales of goods – 29,241,831 – –

Management fee income – – 440,000 562,000

Dividend income from

  subsidiaries (gross) – – 8,512,678 10,023,728

102,440,799 152,145,202 8,952,678 10,585,728

Other operating income:

  Storage rental income 322,767 417,095 – –

  Write back of provision for

    doubtful trade debts

    - third parties (note 12) 22,177 – – –

    - related corporations

      (note 13) 199,934 – – –

  Dividend income received

    from unquoted equity

    investments (gross) 30,000 – – –

  Bad trade debts recovered – 8,685 – –

  Profit on disposal of property,

    plant and equipment 22,931 393 – –

  Reimbursement from

    immediate holding company

    of share of loss on property

    development (note 17b) 4,013,859 8,589,637 – –

  Sundry income 1,223,409 1,121,586 40 86,060

Total other operating income 5,835,077 10,137,396 40 86,060

Interest income (note 6) 325,829 671,794 1,077,241 1,128,428

108,601,705 162,954,392 10,029,959 11,800,216

4 EXCEPTIONAL ITEM

The Group The Company

2002 2001 2002 2001

$ $ $ $

   (Loss)/gain on disposal of

     subsidiaries to immediate

  holding company (2,266,315) – 5,239,249 –
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4 EXCEPTIONAL ITEM (continued)

During the financial year, the Company disposed of its interest in the following subsidiaries:

Net tangible Percentage of

assets/(liabilities) equity disposed

Name of subsidiary Consideration at date of disposal at date of disposal

$ $ %

COSCO Trading (Singapore) Pte Ltd 2,250,000 2,484,181 80

Costo (Singapore) Private Limited 1 (261,602) 51

Calzona Pte Ltd 3,670,772 4,922,232 100

Johnston Investments Pte Ltd 2,147,406 2,811,757 100

8,068,179 9,956,568

The sales, results and net assets contributed by the above subsidiaries up to the date of their disposal were as follows:

The Group

2002 2001
$ $

Sales 6,090,280 35,305,316

Net profit before tax 3,294,687   2,148,507
Tax    (829,662)      (810,622)

Net profit after tax 2,465,025   1,337,885

The Group
2002

$
Net identifiable assets disposed
  Property, plant and equipment 1,142,101
  Investment properties 41,731,565
  Investment in associated company      (255,948)
  Current assets 14,416,518
  Current liabilities (46,566,717)
  Deferred tax liability          (2,500)
  Minority interests      (407,194)
  Foreign currency translation differences, now realised      (101,257)

9,956,568
Loss on disposal (2,266,315)
Transaction costs    377,926

Gross proceeds 8,068,179
Less: Cash in subsidiary sold (1,619,724)
Less: Transaction costs    (377,926)

Net cash inflow on sale 6,070,529

Included in transaction costs is $50,000 paid/payable to auditors of the Company for professional services rendered on

the disposal of certain subsidiaries during the financial year.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2002
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5 OPERATING PROFIT
The Group The Company

2002 2001 2002 2001

$ $ $ $

Operating profit is arrived at after:

Charging:

Depreciation of property, plant and

  equipment (note 26)

  - Buildings on freehold land 99,309 123,676 – –

  - Leasehold land and buildings 878,412 387,845 – –

  - Office renovations, furniture, fixtures

     and equipment 463,898 409,870 69,730 5,919

  - Plant, machinery and equipment 16,197 241,550 – –

  - Motor vehicles 334,855 344,801 38,759 31,007

  - Motor vessels 19,757,118 17,265,412 – –

Total depreciation charges 21,549,789 18,773,154 108,489 36,926

Transfer from deferred voyage costs

  for motor vessels – 13,479 – –

21,549,789 18,786,633 108,489 36,926

Depreciation of investment properties

  (note 25) 1,199,077 1,356,159 – –

Directors’ remuneration:

  - Directors of the Company 632,475 238,198 812,850 315,712

  - Directors of subsidiaries 1,001,094 1,144,751 – –

Directors’ fees:

  - Directors of the Company 383,425 289,000 83,400 –

  - Directors of subsidiaries 490,535 394,326 – –

Auditors’ remuneration:

  - Auditors of the Company 346,333 215,212 140,000 63,000

  - Other auditors 17,483 14,586 – –

Fees for non-audit services provided by

  auditors of the Company 39,329 91,433 16,000 24,600

Provision for doubtful trade debts

  - third parties (note 12) 99,832 123,158 – –

  - related corporations (note 13) – 199,934 – –

Provision for diminution in value

  of country club memberships (note 22) 5,000 323,260 – 137,260

Write down in value of trading property

  (note 16) 50,000 91,937 – –

Provision for off hire claim on freight

  and hire income (note 31) 1,949,791 1,079,367 – –

Provision for diminution in value of

  completed properties for sale (note 17) 2,450,994 6,315,880 – –

Operating leases

  - office rental 1,778,856 1,312,483 263,618 78,144

  - time and bareboat charterhire 33,243,526 19,942,521 – –

Property, plant and equipment written off 3,789 519,365 – 200

Bad trade debts written off 1,392 497 – –

Goodwill written off – 65,947 – –
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5 OPERATING PROFIT (continued)

The Group The Company

2002 2001 2002 2001

$ $ $ $

And crediting:

Profit on disposal of property, plant

  and equipment 22,931 393 – –

Bad trade debts recovered – 8,685 – –

Write back of provision for doubtful

  trade debts

  - third parties (note 12) 22,177 – – –

  - related corporations (note 13) 199,934 – – –

Negative goodwill written off 12,501 – – –

6 FINANCE (COST)/INCOME - NET

The Group The Company

2002 2001 2002 2001

$ $ $ $

Income

Interest income from:

  - Fixed deposits 173,693 624,039 – 18,376

  - Subsidiaries – – 976,084 1,104,929

  - Related company 98,304 – 98,304 –

  - Minority shareholder of a

      subsidiary – 14,233 – –

  - Others 53,832 33,522 2,853 5,123

Net foreign exchange gain – 7,349,390 – 7,966,779

Foreign exchange gain from

  forward contracts – 326,300 – 326,300

325,829 8,347,484 1,077,241 9,421,507

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2002
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6 FINANCE (COST)/INCOME – NET (continued)

The Group The Company

2002 2001 2002 2001

$ $ $ $

Cost

Interest expense on:

  - Bank loans 7,259,169 10,647,457 1,533,949 1,133,166

  - Bank overdrafts 682,382 146,829 136,667 144,716

  - Other term loans 1,820,946 1,769,471 – –

  - Loans from immediate

      holding company 223,987 223,044 223,987 114,287

  - Finance lease creditors 4,152 4,199 – –

  - Sundry creditor 203,499 – 203,499 –

  - Short-term bank loans – 445,105 – –

  - Short-term loan from an

      associated company 5,000 5,000 5,000 5,000

Preference dividend:

  - Fixed redeemable convertible

      cumulative preferential

      dividend of 5.7 cents

      (2001: 5.7 cents) per share

      per annum net of tax at 22%

      (2001: 24.5%) 1,307,375 1,259,698 1,307,375 1,259,698

-  Accrued fixed redeemable

      convertible cumulative

      preferential dividend of 5.7 cents

      (2001: 5.7 cents) per share

      per annum net of tax at 22%

      (2001: 24.5%) 188,300 179,958 188,300 179,958

Net foreign exchange loss 2,980,425 – 5,650,485 –

Foreign exchange loss from

   forward contracts 871,000 – 871,000 –

15,546,235 14,680,761 10,120,262 2,836,825

Net finance (cost)/income (15,220,406) (6,333,277) (9,043,021) 6,584,682

7 REMUNERATION BANDS OF DIRECTORS OF THE COMPANY

2002 2001

Number of directors of the Company in remuneration bands:

Above $500,000 – –

$250,000 to $499,999 2 1

Below $250,000 16 20

Total 18 21
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8 STAFF COSTS

The Group The Company

2002 2001 2002 2001

$ $ $ $
Wages, salaries and
  staff benefits 10,329,152 9,894,646 1,294,791 1,240,627

Employer’s contribution to defined
  contribution plans including
  Central Provident Fund 857,407 829,547 49,707 62,750

11,186,559 10,724,193 1,344,498 1,303,377

Average number of persons employed during the financial year:

The Group The Company

2002 2001 2002 2001

Full time 269 263 10 10

9 TAX

(a) Tax expense
The Group The Company

2002 2001 2002 2001

$ $ $ $

Tax expense attributable to profit
  is made up of:
Current income tax
  Singapore 993,221 1,373,146 375,976 387,000
  Foreign 855,876 645,473 6,100 6,100

1,849,097 2,018,619 382,076 393,100

Deferred tax (469,615) 179,441 77,871 171,500

Share of tax of associated
  companies 550,902 11,909 – –

1,930,384 2,209,969 459,947 564,600

(Over)/under provision in prior
  financial years:
  Current tax (695,509) 571,896 – 559,000
  Deferred tax 232,375 (11,763) – –

1,467,250 2,770,102 459,947 1,123,600

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2002
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9 TAX (continued)

(a) Tax expense  (continued)

The tax expense on profit differs from the amount that would arise using the Singapore standard rate of
income tax due to the following:

The Group The Company
2002 2001 2002 2001

$ $ $ $

Profit before tax 6,475,768 16,692,683 2,328,280 14,013,827

Tax calculated at a tax rate of
  22% (2001: 24.5%) 1,424,669 4,089,707 512,222 3,433,388
Effect of changes in tax rate 62,833 – – –
Effect of different tax rates in
  other countries (379,210) 76,982 – –
Singapore stepped income
  exemption (69,300) (108,382) – (20,668)
Singapore one-off tax rebate – (119,190) – (12,863)
Exempt income under AIS and
  Section 13A of Singapore
  Income Tax Act – (837,557) – –
Expenses not deductible under AIS
  and Section 13A of Singapore
  Income Tax Act 416,743 – – –
Income not subject to tax in
  any jurisdiction (1,345,278) (1,224,222) – –
Income not subject to tax (3,199,019) (5,797,599) (1,387,184) (2,835,257)
Expenses not deductible for
  tax purposes 5,299,829 5,102,323 1,334,909 –
Deferred tax asset not
  recognised previously (280,883) – – –
Deferred tax asset not
  recognised – 1,027,907 – –

1,930,384 2,209,969 459,947 564,600

(b) Movements in provision for current tax/(income tax recoverable)

The Group The Company
2002 2001 2002 2001

$ $ $ $

At beginning of financial year:
Provision for current tax/
  (Income tax recoverable) 2,215,975 2,010,607 60,332              (185,391)
Income tax paid (3,211,959) (2,385,147) (1,471,717) (706,377)
Current financial year’s
  income tax expense 1,849,097 2,018,619 382,076 393,100
(Over)/underprovision in prior
  financial years (695,509) 571,896 – 559,000
Disposal of subsidiaries (502,349) – – –

At end of financial year (344,745) 2,215,975 (1,029,309) 60,332

Included in:

  Provision for current tax 1,019,257 2,215,975 – 60,332
  Income tax recoverable (1,364,002) – (1,029,309) –

(344,745) 2,215,975 (1,029,309) 60,332
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10 EARNINGS PER ORDINARY SHARE

Basic earnings per share is calculated by dividing the profit after tax attributable to members of the Company by the
weighted average number of ordinary shares in issue during the financial year.

The Group
2002 2001

  Net profit attributable to members of the Company ($) 3,898,960 13,239,040

  Weighted average number of ordinary shares of $0.20 each
    in issue for basic earnings per share 618,905,638 556,964,750

  Basic earnings per share (cents) 0.63 2.38

For the diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume
conversion of all dilutive potential ordinary shares. The Company has two categories of dilutive potential ordinary shares:
Redeemable Convertible Cumulative Preference Shares (“RCCPS”) and outstanding share options. The RCCPS are assumed
to have been converted into ordinary shares and the net profit is adjusted to eliminate the interest expense less the tax
effect relating to these RCCPS. For the share options, a calculation is done to determine the number of shares that
could have been acquired at market price (determined as the average annual share price of the Company’s shares) based
on the monetary value of the  subscription rights attached to the outstanding share options to determine the ‘bonus’
element; the ‘bonus’ shares are added to the ordinary share outstanding but no adjustment is made to net profit.

The Group
2002 2001

Profit attributable to shareholders for basic earnings per
  ordinary share ($) 3,898,960 13,239,040

Cumulative preferential dividend on the RCCPS ($) – 1,439,656

Profit attributable to shareholders for diluted earnings per
  ordinary share (after adding cumulative preferential dividend
  on the RCCPS) ($) 3,898,960 14,678,696

Weighted average number of ordinary shares
  in issue for basic earnings per ordinary share 618,905,638 556,964,750

Adjustments for
  - assumed conversion of redeemable convertible
      cumulative preference shares – 167,266,415
  - share options 271,438 –

Weighted average number of ordinary shares
  for diluted earnings per ordinary share 619,177,076 724,231,165

Diluted earnings per share (cents) 0.63 2.03

For the year ended 31 December 2002, the exercise of redeemable convertible cumulative preference shares (2001:
share options) would have an anti-dilutive effect on the earnings per share, and there is therefore no adjustment made
for the assumed conversion of the cumulative preference shares (2001: share options).

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2002
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11 BANK AND CASH BALANCES AND FIXED DEPOSITS WITH FINANCIAL INSTITUTIONS

Bank and cash balances and fixed deposits of the Group to the extent of $2,164,488 (2001: $2,428,976) were pledged
as security for the following:

(i) long-term bank loans obtained to finance the purchases of certain motor vessels;

(ii) the issuance of banker’s guarantees in favour of third parties; and

(iii) banking facilities granted to a subsidiary.

In addition, bank and cash balances and fixed deposits with a financial institution of the Group to the extent of $1,207,693
(2001: $446,360) are jointly held with a third party, China Shipbuilding Trading Co., Ltd  (“CSTCL”) and are earmarked
for the repayment of loan principal and interest due to CSTCL (see note 28 to the financial statements).

The weighted average effective interest rate of fixed deposits with financial institutions for the Group and the Company
at the balance sheet date are 0.62% (2001: 1.46%) per annum and 0.23% (2001: 0.69%) per annum respectively.

12 TRADE DEBTORS
The Group

2002 2001
$ $

Trade debtors 17,713,454 21,631,470
Less: Provision for doubtful debts (99,832) (125,986)

17,613,622 21,505,484

Movements in provision for doubtful debts are as follows:

At beginning of financial year 125,986 31,066
Provision made during financial year 99,832 123,158
Disposal of subsidiaries (90,466) –
Writeback of provision for doubtful debts (22,177) –
Bad trade debts written off against provision (13,343) (31,066)
Exchange rate adjustments – 2,828

At end of financial year 99,832 125,986

13 DUE BY RELATED CORPORATIONS
The Group The Company

2002 2001 2002 2001
$ $ $ $

Due by related corporations - trade 6,336,260 7,199,136 3,639,356 –
Less: Provision for doubtful debts
           (see note (a)) – (199,934) – –

6,336,260 6,999,202 3,639,356 –
Due by related corporations
- non-trade 1,797,135 371,252 1,797,135 371,252
- loans (see note (b)) 12,913,986 – 12,913,986 –

21,047,381 7,370,454 18,350,477 371,252

(a) The Group
2002 2001

$ $

Movement in provision for doubtful debts is as follows:
At beginning of financial year 199,934 –
Provision made during financial year – 199,934
Write back of provision for doubtful debts (199,934) –

At end of financial year – 199,934

(b) As a result of the sale of subsidiaries to the immediate holding company during the financial year, the loans to
subsidiaries which were eliminated on consolidation in previous year are now reclassified as loans to
related corporations at the end of the financial year.

The loans to related corporations are unsecured, bear interest at rates ranging from 6% to 8.25% (2001:Nil)
per annum and are fully repaid on 21 January 2003.
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14 SHORT-TERM INVESTMENTS
The Group The Company

2002 2001 2002 2001
$ $ $ $

Quoted equity shares, at cost 351,275 428,895 351,275 351,275
Less: Provision for diminution in value (351,275) (428,895) (351,275) (351,275)

– – – –

Market value 9 937 9 185

Movement in provision for diminution in value of short-term investments is as follows:

At beginning of financial year 428,895 428,895 351,275 351,275
Disposal of a subsidiary (77,620) – – –

At end of financial year 351,275 428,895 351,275 351,275

15 INVENTORIES
The Group

2002 2001
$ $

Contract work-in-progress, at cost – 55,758
Trading goods (specific identification), at cost – 1,274,502

– 1,330,260

16   TRADING PROPERTY

This comprises 1 unit of leasehold service apartment located at Grangeford Apartments, Leonie Hill Road, Singapore,
with a gross floor area of 109 square metres.  The lease period is for 99 years commencing 1974.

The trading property is stated at net realisable value, which is lower than cost.  This trading property has been
mortgaged to a bank as security for a long-term bank loan and bank facilities (see note 27 to the financial statements).

The Group
2002 2001

$ $

Trading property, at cost 841,937 841,937
Less: Provision for diminution in value of trading property (211,937) (161,937)

630,000 680,000

Movement in provision for diminution in value of
  trading property is as follows:

At beginning of financial year 161,937 70,000
Provision made during financial year 50,000 91,937

At end of financial year 211,937 161,937

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2002
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17 COMPLETED PROPERTIES FOR SALE

The Group
2002 2001

$ $

Cost 47,581,423 63,379,350
Less: Transferred to cost of sales – (15,797,927)

47,581,423 47,581,423
Less: Provision for diminution in value of completed

  properties for sale (8,920,578) (6,469,584)

38,660,845 41,111,839

Market value 38,718,000 41,168,994

Movements in provision for diminution in value of
  completed properties are as follows:

At beginning of financial year 6,469,584 420,000
Provision made during financial year 2,450,994 6,315,880
Provision utilised upon disposal of completed properties for sale – (266,296)

At end of financial year 8,920,578 6,469,584

(a) The Group’s completed properties for sale, which are held by Cosland (SR) Development Pte Ltd (“Cosland”),
comprise 35 units of freehold residential apartments located at Shanghai Road, Singapore. During the
financial year, the residential apartments were rented out to generate income.

(b) On 18 December 1998, a subsidiary of the Company (“the Grantee”) entered into a Put Option Agreement
(the “Agreement”) with the Company’s immediate holding company, (“the Grantor”), whereby in consideration
of the sum of $1 paid by the Grantee, the Grantor grants to the Grantee the right (“Option”), exercisable
at any time commencing 1 January 1999 and ending on 31 December 2003 (“Option Period”) to sell the
Grantee’s holding of 800,000 ordinary shares of $1 each in Cosland for a total sale price of $796,000.

On 15 August 2001, the Grantee entered into a supplementary agreement with the Grantor whereby the
original Put Option Agreement, dated 18 December 1998 was extended by the Grantor to include the additional
200,000 ordinary shares of $1 each in Cosland, that was subsequently acquired by the Grantee.

In connection with Clause 6 of the Agreement, the Grantor has undertaken to compensate or indemnify the
Grantee for any loss represented by the diminution in value of the latter’s shareholdings in Cosland or losses,
costs, claims or liabilities arising from or attributed to any realised or foreseeable losses in relation to the
above completed properties for sale project undertaken by Cosland at any time during the Option Period.

In view of the above undertaking, an adjustment was made at the Group level to transfer the Group’s share of
the realised or foreseeable losses which is represented by its 100% (2001: 100%) interest in Cosland,
amounting to $4,013,859 (2001: $8,589,637) to the Grantor, as an amount recoverable.  As a result of this
adjustment, the losses have been eliminated at the Group level, and there is no impact on the consolidated
income statement (see also note 29 to the financial statements).

The fair value of the option as at the balance sheet date is $696,000 (2001: $760,000).

(c) The completed properties for sale are mortgaged to a bank to secure credit facilities as disclosed in note 27
to the financial statements.

18 OTHER DEBTORS
The Group The Company

2002 2001 2002 2001
$ $ $ $

Insurance claim receivable – 2,054,051 – –
Deposits and prepayments 713,239 482,050 85,298 75,524
Staff loans and advances 231,165 375,201 230,135 251,053
Interest receivable 2,975 – – –
Sundry debtors 374,624 532,920 4,263 74,399

1,322,003 3,444,222 319,696 400,976

Staff loans were made under an approved staff loan scheme and bear interest at rates ranging from 1% to 2% (2001:
1% to 2%) per annum.
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19 DEFERRED EXPENDITURE

The Group The Company
2002 2001 2002 2001

$ $ $ $

At beginning of financial year 1,313,733 – 1,313,733 –
Incurred during the financial year 79,993 1,313,733 79,993 1,313,733
Amount capitalised as part of cost of

                acquisition of an associated company
                during the financial year (1,393,726) – (1,393,726) –

At end of financial year – 1,313,733 – 1,313,733

The deferred expenditure were capitalised as part of the cost of acquisition of COSCO (Nantong) Shipyard Co., Ltd
(formerly known as Nantong Ocean Shipping Engineering Co., Ltd) during the financial year.

20 NON-TRADE DEBTOR

This represents the operating loss incurred by a motor vessel recoverable from a third party. In 1997, a subsidiary of
the Company entered into an agreement with a third party (“Charterer”) to bareboat charter a motor vessel for a period
of 15 years commencing on 12 January 1999. During the period of the bareboat charter, any operating loss incurred on
the motor vessel at the end of a financial year shall be carried forward from year to year until the sale of the motor
vessel or the termination of the bareboat charter arrangement, whichever is earlier.

The operating loss incurred on the motor vessel will be recovered via the sale proceeds derived from the sale of the
motor vessel. In the event that the proceeds of such sale are insufficient to discharge any operating loss brought
forward, the Charterer shall bear and be fully responsible for all outstanding undischarged amounts thereunder. Accordingly,
the operating loss mentioned above was reflected as an amount recoverable from the Charterer.

21   LOANS TO RELATED COMPANIES

(a) The loan to one of the related companies amounting to $22,010,805 (2001: $23,419,395) is unsecured, interest
free and repayable in full on 1 January 2004. The repayment of this loan is guaranteed by the immediate holding
company.

(b) The remaining loan is unsecured, bears interest at 12% (2001: Nil) per annum and is expected to be repaid
in 2004. The fair value of this loan is approximately $840,000 (2001: Nil).

In prior years, this loan had been included as part of loans to subsidiaries by the company and was eliminated on
consolidation. As a result of the sale of the subsidiary to the immediate holding company during the financial year,
this loan has been reclassified as loans to related companies at the end of the financial year.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2002
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22 LONG-TERM INVESTMENTS

The Group The Company
2002 2001 2002 2001

$ $ $ $
Unquoted equity shares in
  corporations, at cost 7,810,199 7,699,199 – –
Exchange rate adjustments (462,537) 111,000 – –

7,347,662 7,810,199 – –

Transferable club memberships in
  country clubs, at cost 868,508 855,917 517,820 517,820
Exchange rate adjustments (1,598) 2,593 – –
Less: Provision for diminution in value
           of country clubs memberships (508,820) (503,820) (317,820) (317,820)

358,090 354,690 200,000 200,000

Total 7,705,752 8,164,889 200,000 200,000

Movement in provision for diminution in value of country clubs memberships is as follows:

At beginning of financial year 503,820 180,560 317,820 180,560
Provision made during financial year 5,000 323,260 – 137,260

At end of financial year 508,820 503,820 317,820 317,820

23 ASSOCIATED COMPANIES

(a) The Group The Company
2002 2001 2002 2001

$ $ $ $

Unquoted equity shares, at cost 25,670,320          1,000,000

At beginning of financial year 928,224 886,576
Share of net assets of an
  associated company acquired
  during the financial year 18,888,781 –
Goodwill on acquisition of an
  associated company during the
  financial year 5,781,539 –
Disposal of a subsidiary’s investment
  in an associated company 255,948 –
Share of results before tax 4,707,700 53,557
Amortisation of goodwill (529,974) –
Share of tax (note 9) (550,902) (11,909)
Share of results after tax 3,626,824 41,648
Dividends received, net of tax (50,700) –
Exchange rate adjustments (1,201,501) –

At end of financial year 28,229,115 928,224

On 1 February 2002, the Company acquired 50% interest in the registered capital of COSCO (Nantong) Shipyard Co.,
Ltd (formerly known as Nantong Ocean Shipping Engineering Co., Ltd) . The purchase consideration was satisfied
partly in cash and partly by the allotment and issue of 65,900,059 new shares of $0.20 each at par in the share
capital of the Company.

Investment in associated companies at 31 December 2002 includes goodwill of $5,251,565 [net of amortisation of
$529,974 (2001: Nil)].


