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NOTES TO CONDENSED INTERIM ACCOUNTS f& 88 fh HA B8R B Kt =%

Basis of preparation and accounting policies

These unaudited consolidated condensed interim accounts are
prepared in accordance with Hong Kong Statement of Standard
Accounting Practice (“SSAP”) 25, Interim Financial Reporting,
issued by the Hong Kong Society of Accountants (“HKSA”).

These condensed interim accounts should be read in conjunction
with the 2002 annual financial statements.

The accounting policies and methods of computation used in
the preparation of these condensed interim accounts are
consistent with those used in the annual accounts for the year
ended 31st December, 2002 except that the Group has changed
certain of its accounting policies following its adoption of SSAP
12 “Income Taxes” issued by HKSA which is effective for
accounting periods commencing 1st January, 2003.

Deferred taxation

Deferred taxation is provided in full, using the liability method,
on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the accounts.
Taxation rates enacted or substantively enacted by the balance
sheet date are used to determine deferred taxation.

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

Deferred taxation is provided on temporary differences arising
on investments in subsidiaries, and associates, 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.

In prior year, deferred taxation was accounted for at the current
taxation rate in respect of timing differences between profit as
computed for taxation purposes and profits as stated in the
accounts to the extent that a liability or an asset was expected
to be payable or recoverable in the foreseeable future. The
adoption of the new SSAP 12 represents a change in accounting
policy.

The effect of the above change in accounting policy is not
material and accordingly comparatives are not restated.
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Turnover
The principal activity of the Company and its subsidiaries is the
holding of listed and unlisted securities.

Interest income from debt securities BEBEFM WA
Bank interest income RITH B WA
Dividend income & B A

— from listed investments - RELMHE

— from unlisted investments —REFLTERE

No geographical analysis is provided as less than 10% of the
consolidated turnover and less than 10% of the consolidated
trading results of the Group are attributable to operations outside
Hong Kong.

Operating profit/(loss)

Operating profit/(loss) is stated after

(crediting)/charging the following: B TEIEE :

Staff cost (excluding directors’ emoluments) BT A (B EBS 8 &)

Exchange loss/(gain) ER BB/ ()
Taxation

Hong Kong profits tax has been provided at the rate of 17.5%
on the estimated assessable profits for the period (2002: 16%).

No deferred taxation has been provided as there are no
significant temporary differences between the carrying amounts
of assets and liabilities in the condensed financial statements
and the corresponding tax bases used in the computation of
taxable profit.
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Unaudited
KRB
Six months ended 30th June,
BERAB=THLRER

2003 2002
HK$ HK$

BT BT
1,922,216 4,685,812
1,774,263 4,269,494
107,600 85,550
282,324 114,775
4,086,403 9,155,631
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mERA/ (FB)
Unaudited
REER

Six months ended 30th June,
BERA=THLRER

meER,/ (BBB GIA)/

2003 2002
HK$ HK$
BT BT
231,332 255,800
393,160 (18,964,004)
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5. Dividend 5. RE
Unaudited
REER

Six months ended 30th June,
BERA=THLRER

2003 2002
HK$ HK$
BT T
The directors have resolved not to declare ~ #E =& 2 R TR %
an interim dividend for the period REEZ PR E
(2002: HK2 cents per share) (ZZZT —F: §k2BW) - 33,823,440

Notes: Hat -

(a) At a meeting held on 27th March, 2003 the directors (@) RZ-ZTE=F=A-+tAZEAZE
proposed a final dividend of HK2 cents per ordinary share # EERRRBBE_TT_F1
for the year ended 31st December, 2002, which was paid A+ -BEFEZAHREGR
on 30th May, 2003 and has been reflected as an T@EB 22BN - BEAREERZ=ZZZS
appropriation of retained earnings for the six months ZERA=THERMN  YEREEZ
ended 30th June, 2003. ZE=FRA=+THENEATER

REFIHE -

(b) At a meeting held on 3rd September, 2003 the directors by R-ZZE=FAA=HARTZEH "
have resolved not to declare an interim dividend for the ESEEBEATNREAHE 2 PR
period. B e

6.  Earnings per share 6. BRER

The calculation of basic earnings per share is based on the FRERBAREZBABEAEBRREN

Group's profit attributable to shareholders of HK$74,850,012 A 74,850,012 (Z 2 = F -

(2002: HK$3,837,321) and the number of ordinary shares in 3,837,321 L) RO R T2 EBBRHE 44

issue during the period amounting to 1,691,171,989 (2002: 1,691,171,989k (= & & = &

1,691,171,989). 1,691,171,98908%) 5+ & ©

For the period ended 30th June, 2002, the diluted earnings per ERFMBER_ZET_FXNA=ZTHHEKRITE

share was not disclosed as the exercise of the share options ZE%HMEZE{TEK'“#lHXE?‘JLEX%/ 2

outstanding would have no dilutive effect. 2 HIEEREE_TT_FA A=1H

IFEz SREFRA -

For the period ended 30th June, 2003, there was no diluting EREREN_ZZ=FHRAHER HEZ

effect on earnings per share as the share options expired in May ZE=FAA=TRLBMZERBAL &

2003. BEyE .
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Investment securities

Shares listed in Hong Kong
Unlisted shares
Unlisted investments

Debt securities

Convertible notes
Bonds

Trade and other receivables

Trade receivables
Other receivables

LIMITED

FEBLmERG
F L
FLEmEE

B2 YR
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REFS
Unaudited Audited
REEZ BEZ
30th June, 31st December,
2003 2002
—BEC=H —ET-F
~A=+H +=ZRA=+—H
HK$ HK$
BT BT
65,849,787 99,576,224
5 217,084
74,425,582 62,783,530
140,275,374 162,576,838

BHES
Unaudited Audited
REEZ BEZ
30th June, 31st December,
2003 2002
—BEC=F —ETC-F
~A=+H +zZRA=+—H
HK$ HK$
BT BT
4,000,000 7,563,731
87,575,588 24,704,472
91,575,588 32,268,203

KR HEMERK

Unaudited Audited
REEZ BB %
30th June, 31st December,
2003 2002
—EE=fF g
~A=+H +zZRA=+—H
HK$ HK$
BT BT
43,017,615 40,889,366
43,017,615 40,889,366
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Trade and other payables

Trade payables
Other payables

BEEMR
H i A%

Contingent liabilities

(a)

The Company has given a guarantee to a bank to secure
33/ % of the outstanding indebtedness due by its
associated companies, of which the Group controlled
33'/ % interest in each. The amount of outstanding
indebtedness due by the associated companies to this
bank as at 30th June, 2003 was approximately HK$408
million (at 31st December, 2002: approximately HK$421
million).

The Company has given a guarantee to a financial
institution to secure borrowing facilities available to a
wholly-owned subsidiary in the amount not exceeding
US$15 million. There was no outstanding indebtedness
at 30th June, 2003 and 31st December, 2002.

In September 2001, the Company, together with Chow
Tai Fook Nominee Limited and Fung Wing Cheung, Tony
together referred to as the “Plaintiffs”, issued a statement
of claim against three independent third parties (the
“Defendants”) for the refund of a deposit made to the
Defendants and related damages as a result of a breach
of terms in an offer (the “Offer”) relating to the sale and
purchase of shares in Kowloon Development Company
Limited. The deposit attributable to the Company amounts
to approximately HK$17 million and is included in “Trade
and other receivables” on the consolidated balance sheet.
Subsequently, in October 2001, the Defendants served a
counterclaim on the Plaintiffs for loss and damages as a
result of the non-completion of the Offer. At this stage,
the directors have not made any provision against the
deposit and the counterclaim because they believe the
Company have meritorious claims against the Defendants,
however the directors and the Company’s legal advisor
are unable to assess the outcome and the effect of the
above legal proceedings on the Company.

Save as disclosed above, the directors are not aware of
any litigation or claims of material importance pending
or threatened against the Company or any of its
subsidiaries.

BeREMEMNR

Unaudited Audited
REEZ BEZ
30th June, 31st December,
2003 2002
—BECF —BT-F
~A=+H +zZRA=+—H
HK$ HK$

B BT
10,812,397 14,511,194
10,812,397 14,511,194

RARRE

(a)
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Commitments
Capital commitments for investments in investment securities

EHAEERELD

Authorised but not contracted for

Related party transactions
The Group had the following material transactions with its related
company during the period:

BT -HABERRZ
REEEER

Management fee expenses to
a related company

Pursuant to the management agreement dated 5th March, 1997
(“Existing Investment Management Agreement”) between the
Group and Yu Ming Investment Management Limited (“YMIM”),
in which Fung Wing Cheung, Tony and Fung Yiu Fai, Peter,
jointly own 100% of the shares, YMIM agreed to assist the
board of directors with the day-to-day management of the Group
for a period of five years commencing 27th March, 1997. YMIM
will be entitled to a management fee equal to 0.375 per cent. of
the net asset value on each quarter date and an incentive fee
equal to 20 per cent. of such amount (if any) by which the
profit before tax for each financial year completed exceeds such
amount as is equal to 6 per cent. of average monthly net asset
value of the Group as shown by the audited accounts of the
companies within the Group for each such financial year but
adjusted so that the associated companies of the Group will not
be equity accounted for the purpose of calculating such average
monthly net asset value and consolidated profit before tax.

On 4th March, 2002, a supplemental agreement (“Supplemental
Agreement”) was approved by independent shareholders to
extend the expiry date of the Existing Investment Management
Agreement to 31st March, 2007. Under the Supplemental
Agreement, the management fee remains unchanged. Pursuant
to the Supplemental Agreement, YMIM will not be entitled to
the incentive fee if the Group reports an accumulated loss at
the time of the incentive fee computation. Therefore, the
incentive fee will be equivalent to 20 per cent. of the amount
by which the audited consolidation profit before tax of each
year ending 31st December (before adjusting for the incentive
fee), and after offsetting the accumulated losses during the term
of the Supplemental Agreement, if any, exceeds 6 per cent. of
the average monthly net asset value for such calendar year.

13.

A
BRERBRERS 2 ARNKIE
Unaudited Audited
REEZ BEZ
30th June, 31st December,
2003 2002
:Ei F —ET-F
AB=+H +-A=1+—H
HK$ HK$
20,199,150 18,408,825
HEBEALZRS
BAAEECHEBEREAAETIINEAR
5
Unaudited
KRB

Six months ended 30th June,
BERA=THLERER

2003 2002
HK$ HK$
BT BT

4,521,984 5,820,537
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