2004

I NTERIM
R EPORT

B HA R EF

LAM
SOON
@

W () A R A ]
Lam Soon (Hong Kong) Limited







BUSINESS REVIEW AND OUTLOOK

Business Review

The Board of Directors of Lam Soon (Hong Kong) Limited (the “Board”) is
pleased to announce that the unaudited consolidated profit attributable to
shareholders for the six months ended 30 June 2004 was HK$20.4 million
representing an improvement of 95% from that of the corresponding period
in 2003. This was achieved despite significant increases in commodity
costs since late 2003. The Group's turnover was down 3% from the same

period last year due to consolidation of businesses in non-core market.

In May this year, our flagship edible oil “KNIFE” Brand was named by The
Reader’s Digest magazine as Asian Super Brand for the fifth consecutive
year. Furthermore, “KNIFE” Brand has been awarded Q-Mark by the
Federation of Hong Kong Industries and Hong Kong Q-Mark Council since
1981. The Company’s adopted music theme for its TV campaign for
marketing “KNIFE” Brand on Mother’s Day this year, “The one and only in
the world...”, performed by a well-known singer, has topped the popular

chart and is now a new theme song for celebrating Mother’s Day.

The Group continued to exercise systematic control discipline in cash flow
and cost management. Significant reduction in marketing, selling,
distribution and administration expenses were achieved as a result of
continuous improvements in efficiency and productivity through diligent
execution of our three core management programs, Financial Management
Excellence Program, Quality Productivity Program and Human Resources

Recruitment and Development Program.

During the period under review, our Company also won four Web Care
Awards from the Internet Professionals Association. lamsoon.com,

haomama.com.cn and hkflourmills.com won the award for primary level of

web accessibility while haomama.com won the award for the secondary
level of web accessibility. The awards demonstrate the success of the Group
in creating a barrier-free web access for its customers and the general
public to enjoy the diversified services and information we offer through
the Internet. The Group is reaching out to its customers through effective
media and Internet communications to build greater awareness of our
brands.
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BUSINESS REVIEW AND OUTLOOK (continued)

Financial Review

The Group’s different geographical operating units generally finance their
business operations with their own internally generated cash-flows and
banking facilities as far as practicable. Financing and cash management

activities of the Group are determined and approved at the corporate level.

The Group’s management continues to exercise tight control on credit
policies and inventory planning. As at 30 June 2004, over 97% of the

Group’s receivables were less than 3 months old.
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The debt maturity profile of the Group as at 30 June 2004 is as follows: AEBR-ZENFAA=THNEREXHS
wamT

30 June 31 December
2004 2003
—ZEMNF —ET=F

AB=+H +ZA=+—
(unaudited) (audited)
(REER) (&%)
HK$’000 HK$’000
BETTT BEFT
Repayable within 1 year —EWE% 234,279 242,548
Repayable after 1 year, but within 2 years —FREMFNER 50,000 59,250
Repayable after 2 years, but within 5 years EAﬂﬂEéiﬂEW%ﬁi 22,500 11,000
Total B 306,779 312,798
The Group continued to maintain a healthy balance sheet with total assets ~ AEBEERBEEEZ2EEAERL  HE=Z
of HK$1,741 million as at 30 June 2004 (31 December 2003: HK$1,820 ZTWNEARA=+H AEENBEEELE

million). The Group’s gearing ratio has changed from 10% as at 31 December
2003 to 12% as at 30 June 2004, which was calculated based on the net
borrowings (net of cash and cash equivalents) of HK$109 million (31
December 2003: HK$91 million) and the shareholders’ equity of HK$872
million (31 December 2003: HK$867 million).
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BUSINESS REVIEW AND OUTLOOK (continued)

Financial Review (continued)

As at 30 June 2004, the Group had sufficient financial resources to discharge
its debts and to finance its daily operations and capital expenditure. Over
64% of the Group’s cash deposits and bank balances are denominated in
HK Dollars, US Dollars or Renminbi. Forward foreign exchange contracts

are utilised where appropriate to hedge against any currency exposures.

The Group had disposed of its non-core investment in Computech Holdings
Limited, a GEM Board listed company, and realised a capital gain of HK$1.5

million during the period.

Employees, Training and Remuneration Policy

As at 30 June 2004, the Group has approximately 1,900 (31 December
2003: 2,000) employees. Employees are remunerated according to the nature
of their job and market trend, with a built-in merit component incorporated
in the annual increment and year end performance bonus to reward and
motivate individual performance. Total staff costs for the period ended 30

June 2004 were HK$104 million (2003: HK$103 million).

In respect of the share option scheme (the “New Share Option Scheme”)
approved by the shareholders on 23 May 2003 for granting options over
newly issued shares of the Company to eligible employees and directors
pursuant to the provisions of Chapter 17 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), no option was granted during the period ended 30 June 2004.

The share option scheme (the “Old Share Option Scheme”) adopted on 26
May 2000 was cancelled and terminated on 23 May 2003 but without

prejudice to the share options previously granted prior to such termination.

Details of the share option schemes of the Company are set out in the

section “Share Options” to this interim report.
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BUSINESS REVIEW AND OUTLOOK (continued)

Charges on Group Assets

As at 30 June 2004, the amount of the Group’s assets pledged as collateral
for liabilities was HK$61 million (31 December 2003: HK$64 million).

Review of Operations

Our major businesses in Hong Kong and China performed satisfactorily

during the first half year of 2004.

Food Segment

Food segment profitability improved significantly in the first half year of
2004. It was mainly attributable to the improvement of overall sales strategy
in Eastern and Southern China region and tight control over marketing and
selling expenses during the period. The Group has closely monitored our
procurement activities as rising commodity cost has significant impact on

our margins during the period.

“KNIFE” Brand remains the best selling cooking oil in the Hong Kong retail

market and is gaining wider recognition in China.

Detergent Segment

Detergent segment achieved a slight growth in sales volume for the first

half of this year.

In the past few years, our flagship brand “AXE” continues to improve its
brand equity. AXE dishwashing detergent, liquid laundry and fabric softener
and LABOUR dishwashing detergent were recognised as quality reliable
products from year 2000 to 2004 by the China Association for Quality

Inspection.
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BUSINESS REVIEW AND OUTLOOK (continued)
Packaging Segment

Packaging segment margin improved during the period due to increased
market penetration, successful procurements and effective management of
material cost. These actions to improve operating efficiency have enabled

the segment to maintain its competitiveness.
Distribution Segment

Distribution segment turnover showed a slight growth of 2.6% against same
period last year despite a saturated market environment and severe trade
consolidation. This segment enhanced operating efficiency further through
restructuring of its sales organisation and integration of its marketing and

distribution services.
OUTLOOK

There is exciting growth potential for the Group in tandem with the
continuing economic growth of China. Our strategic planning over the last
few years has positioned us well for more business opportunities in the
food sector as consumers become more affluent. Awareness for safe well-
produced edibles is heightened by the recent spate of reports of defective
food products causing harm and health hazards. Expectations and demand
for better quality food-related products are increasing. Consumers seek
assurance of food safety and quality which individual well-known brand
names like Lam Soon can offer. This changing trend in consumer habits
will benefit our business. We are prepared to meet these market conditions
and challenges and will strive for competitive advantages to achieve

sustainable long-term growth.

The Closer Economic Partnership Arrangement (“CEPA”) and the new
initiatives in promoting a Pan Pearl River Delta Area are favourable political
and economic development that will benefit the growth and integration of
the Southern China market. Lam Soon is strategically positioned to serve
the Southern China market with a Hong Kong base. Continuing
regionalisation will help us expand our market further in the Pan Pearl

River Delta areas.

In light of the improved economic conditions in Hong Kong and the
prospering economy in China, the Group will continue to improve its
standard of operation and its competitiveness. We are optimistic that we

will continue to do better in such an environment.
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CONSOLIDATED INCOME STATEMENT (UNAUDITED)

GelER (KEER)

Lam Soon (Hong Kong) Limited » & JE (& &) & [R 24 A » Lam Soon (Hong Kong) Limited * & JE (F /&) & IR 2 7] » Lam Soon (Hong Kong) Limited * & JE (F j&) B IR 2 & e Lam Soon (Hon

Six months ended 30 June

BEAA=TRLAMEA

2004 2003

—EEMF —EE=F

Note HK$’000 HK$000

ft &t BETTT BT T

Turnover ] 2 937,799 964,983

Cost of sales $H & B AR (764,947) (787,474)
Gross profit EH 172,852 177,509
Other income HilA 5,955 4,198

Selling and distribution expenses HENMHHEER (78,366) (92,051)

Administrative expenses TRER (55,369) (61,290)

Other operating expenses Hini 2 B8R (17,642) (10,473)
Profit from operations R E R A 2 27,430 17,893

Net interest expenses e B (3,029) (6,076)
Release of negative goodwill BEENER 4,988 4,988
Operating profit R A 3 29,389 16,805
Share of results of a jointly controlled entity — F&{k 3£ [ 12 I {E 88 &) £ 48 5,382 (535)
Profit from ordinary activities before taxation B i Al B % %15 80 % 7 34,771 16,270
Taxation 18 4 (12,226) (6,290)
Profit after taxation B’ 18 m T 22,545 9,980
Minority interests DR R (2,107) 496
Profit attributable to shareholders P% B8 18 3% 20,438 10,476

Earnings per share BRAF 5

Basic X HK$0.084 HK$0.043




CONDENSED CONSOLIDATED BALANCE SHEET (UNAUDITED) fHERGZESEEEBR (XBER)

30 June 31 December
2004 2003
—EEME —ET=F
AA=+H +=ZR=+-—H
(unaudited) (audited)
(REER) (E&E%)
Note HK$’000 HK$000
it i BT T BT T
NON-CURRENT ASSETS kRBEE
Fixed assets EEEE 841,345 871,693
Intangible assets BREE (7,593) (8,901)
Interest in associates R /NG 24,581 24,581
Interest in a jointly controlled entity IR 2 (E fE fE 59,998 55,576
Investment securities BHEERE 67 67
Club debentures BHES 1,279 1,279
Deferred tax assets EEFIEEE 19,648 22,842
939,325 967,137
CURRENT ASSETS RBEE
Inventories FE 239,912 258,977
Debtors, deposits YRR - #&&
and prepayments SEEERES 6 345,810 320,164
Bills receivable eSS 9,461 32,059
Other investments HMHE = 74,220
Amount due from a jointly JFE Uit 4K (R #2
controlled entity {E g8 %A 8,398 19,457
Deposits with financial institutions BTN 35,242 9,190
Deposits with financial institutions TBHRBEER
— pledged — BEM 82 541
Cash and bank balances Re RiRTHER 162,418 138,095
801,323 852,703
CURRENT LIABILITIES RBEE
Secured and unsecured ROEEAREERA
bank loans and overdrafts BEHMEY 234,279 237,980
Other unsecured loans Hitp BIKAE R = 4,568
Creditors, deposits received BNEX  Bhke
and accruals RENER 7 328,033 346,642
Bills payable ANEY S 71,639 130,784
Other current liabilities Him#a R 37,908 37,902
Tax payable e B 31,620 29,984
703,479 787,860
NET CURRENT ASSETS BERBEE 97,844 64,843
TOTAL ASSETS LESS CURRENT BEERRDEE
LIABILITIES 1,037,169 1,031,980




Lam Soon (Hong Kong) Limited » & JE (& &) & [R 24 A » Lam Soon (Hong Kong) Limited * & JE (F /&) & IR 2 7] » Lam Soon (Hong Kong) Limited * & JE (F j&) B IR 2 & e Lam Soon (Hon

CONDENSED CONSOLIDATED BALANCE SHEET (UNAUDITED)

(continued)

BHGAEERER (REER) @

30 June 31 December

2004 2003

g3 - —RE=F

AA=+H +=ZR=+-—H

(unaudited) (audited)

(REBERZ) (&%)

Note HK$’000 HK$'000

fff i BT T BT

SHARE CAPITAL B 2 8 243,354 243,354

RESERVES ] 9 628,313 623,162

SHAREHOLDERS' EQUITY & 5 871,667 866,516

MINORITY INTERESTS LPERRES 67,055 66,159
NON-CURRENT LIABILITIES FRBEB

Secured and unsecured bank loans RITHERREEBER 72,500 70,250

Other non-current liabilities HitndEmBaE 148 250

Employee benefit obligations EERMERE 7,719 8,527

Deferred tax liabilities EREFHIEE R 18,080 20,278

98,447 99,305

1,037,169 1,031,980




1 Kong) Limited » 5 JE (& &) & E 24 & o Lam Soon (Hong Kong) Limited ¢ & JE (&

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

(UNAUDITED)

FRAGERERER (X

&) & BR 2 & e Lam Soon (Hong Kong) Limited ¢ & JIE (& ) & fR 24 7  Lam Soon (Hong Kong) Limited

#1)

Six months ended 30 June

BEAA=THLAEA

2004 2003

—2EME —TT=F

HK$’000 HK$'000

BYFT BT

Net cash (used in)/inflow REZHNESE

from operating activities (PR /RAFR (14,824) 15,490
Net cash used in investing activities REGHNEEMAER (2,009) (33,703)
Net cash used in financing activities MELTHNREEMAER (6,983) (6,945)
Decrease in cash and cash equivalents RekRAEFEVHRD (23,816) (25,158)
Cash and cash equivalents at 1 January —A—-BReRBREZENER 221,056 250,304
Effect of foreign exchange rate changes EXZHNTE 218 139
Cash and cash equivalents at 30 June NAZTHEESRESEEYE R 197,458 225,285




Lam Soon (Hong Kong) Limited » & JE (& &) & [R 24 A » Lam Soon (Hong Kong) Limited * & JE (F /&) & IR 2 7] » Lam Soon (Hong Kong) Limited * & JE (F j&) B IR 2 & e Lam Soon (Hon

CONDENSED CONSOLIDATED STATEMENT
CHANGES IN EQUITY (UNAUDITED)

OF fHHGERZEZDR (KEER

Six months ended 30 June

BEAA=THLAEA

2004 2003
—E2ENF —BE=F
Note HK$’000 HK$'000
ft it BYEFT BT
Total equity at 1 January —A-BZRERERE 866,516 823,963
Exchange differences arising on translation 7 & /& 5 i & 2 7] 1
of financial statements of overseas BE QRSB ERK
subsidiaries and associates PTEHMINEZ R 9 (686) (974)
Net loss not recognised in the WARRERS W= RER
consolidated income statement ZEBERE (686) (974)
865,830 822,989
Net profit for the period = H A B 508 7 9 20,438 10,476
2003 final dividend paid ENZZEZE=FRHKRE 9 (14,601) —
Total equity at 30 June NAZtHZERRRE 871,667 833,465

10



Notes:

1.

et

Basis of preparation and accounting policies 1. GEHEBERNOEIRSTEE
The condensed consolidated financial statements are unaudited and have WARBERZBREEUBEREIERRELES
been prepared in compliance with Statement of Standard Accounting Practice SRR E R Rt BSERIE255 [ MK
No. 25 “Interim Financial Reporting” issued by the Hong Kong Society of WEIMES - R ENRAEERE—TT
Accountants and on a basis consistent with the accounting policies adopted ZFET A=t HIEZFERBRERAEA
in the Group’s annual financial statements for the year ended 31 December METHE -8 -
2003.
Certain comparative figures have been reclassified to conform with the current ETURAFETENHIE UNEHACZE
period’s presentation. BAHA -
Segmental information 2. FMEH
The Company is an investment holding company and the Group principally ARAA—HAREZERRR  MAEEEZEL
operates in four business segments as described below. The analysis of the BUATHEEB S - REEZEEFEHK
Group’s turnover and contribution to profit from operations by business BEBENZER  REBABMESNAN
segments is as follows: ST
Turnover Profit/(loss) from operations
3] BEEERAN(FR)
Six months ended 30 June
BEAAZTHLEAEA
2004 2003 2004 2003
—EENF —TT=F —EENF —TT=F
HK$’000 HK$’000 HK$’000 HK$’000
BETFT BT T BETFT BT T
Business segments: ERoW:
Food BR 483,858 553,303 3,886 (2,765)
Detergent 2R M 30,846 28,709 (616) (1,645)
Packaging BEEM 254,300 218,514 23,824 13,315
Distribution ERDH 168,795 164,457 29,422 32,584
Others Hith — (29,086) (23,596)
937,799 964,983 27,430 17,893

11




Lam Soon (Hong Kong) Limited » & JE (& &) & [R 24 A » Lam Soon (Hong Kong) Limited * & JE (F /&) & IR 2 7] » Lam Soon (Hong Kong) Limited * & JE (F j&) B IR 2 & e Lam Soon (Hon

3. Operating profit 3. RERA
Operating profit is arrived at after charging/(crediting): BEREFEMBR GEA) THEE

Six months ended 30 June

BEAA=tRALAEA

2004 2003
—ZETNF —ERT=F
HK$’000 HK$'000
BETTT BEFT
Depreciation and amortisation TER#EH 36,683 35,094
Loss on disposal of fixed assets HERTEENEE 1,263 245
Gain on disposal of investment securities HEZEERENRF (1,509) (404)
4.  Taxation 4. BiE
The taxation charge is made up as follows: HAXHWT :
Six months ended 30 June
BEAAZ+tHLEREAR
2004 2003
Note HK$’000 HK$’000
ff i BETTT BEFT
The Company and subsidiaries ARFIRHER T
Hong Kong taxation BAME (i) 3,338 1,896
Overseas taxation S INFLIA (ii) 6,928 4,034
Deferred taxation ELERIA 1,000 250
11,266 6,180
Jointly controlled entity H R B8
Hong Kong taxation EETE (i) 960 110
12,226 6,290
Notes: Bt
(i) Hong Kong profits tax has been provided for at the rate of 17.5% (i) FAEERBBEEZRARZAGHER

TR R M A R FIRR E
17.5%(ZBFB=4% :175%) 5t & o

(2003: 17.5%) on the respective estimated assessable profits of

companies within the Group operating in Hong Kong during the period.

12



1 Kong) Limited o 7 JIE (& &) B IR 2 & ¢ Lam Soon (Hong Kong) Limited » 7 JE (& ) & BB 2 & ¢ Lam Soon (Hong Kong) Limited e 7 JE (&

4, Taxation (continued)

Notes: (continued)

(i)

Overseas taxation represented tax charge on the estimated taxable
profits of certain subsidiaries operating in the People’s Republic of
China (the “PRC”) and Taiwan, calculated at rates prevailing in the

respective regions.
Certain subsidiaries operating in the PRC are subject to income tax

rate ranged from 15% to 27% (2003: 15% to 27%).

Subsidiaries operating in Taiwan are subject to income tax at a

maximum rate of 25% (2003: 25%).

5. Earnings per share

(a)

(b)

Basic

The calculation of basic earnings per share is based on the profit
attributable to shareholders of HK$20,438,000 (2003: HK$10,476,000)
and the weighted average number of 243,354,165 (2003: 243,354,165)

ordinary shares in issue during the period.

Diluted

The diluted earnings per share is not materially different from the
basic earnings per share as the dilution from the potential exercise of
the share options granted by the Company outstanding at 30 June
2004 is immaterial (2003: No dilutive effect). Accordingly, diluted

earnings per share has not been shown.
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6. Debtors, deposits and prepayments

The ageing analysis of trade debtors (net of provisions for bad and doubtful

debts) is as follows:

BYEN BEREMSHK

Lam Soon (Hong Kong) Limited » & JE (& &) & [R 24 A » Lam Soon (Hong Kong) Limited * & JE (F /&) & IR 2 7] » Lam Soon (Hong Kong) Limited * & JE (F j&) B IR 2 & e Lam Soon (Hon

YR (EMBRRIZRER) RROTMT

30 June 31 December

2004 2003

—EZNF —ZT=F

AA=+AH +ZA=+—H

(unaudited) (audited)

(REEERZ) (&%)

HK$’000 HK$’000

BEFT FEEFT

0 - 3 months T =f@A 173,259 173,369
4 - 6 months mz @A 4,411 3,901
Total trade debtors JEW R R AR EE 177,670 177,270
Deposits and prepayments B REM K 168,140 142,894
345,810 320,164

The credit terms given to the customers vary and are generally based on the

financial strengths of individual customers. In order to effectively manage the

credit risks associated with trade debtors, credit evaluations of customers are

performed periodically.
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1 Kong) Limited o 7 JIE (& &) B IR 2 & ¢ Lam Soon (Hong Kong) Limited » 7 JE (& ) & BB 2 & ¢ Lam Soon (Hong Kong) Limited e 7 JE (&

5 &) A BR A & o Lam Soon (Hong Kong) Limited

7. Creditors, deposits received and accruals 7. EAEX BURERENER
The ageing analysis of trade creditors is as follows: EREFERRITOT
30 June 31 December
2004 2003
—EENMF ZTT=F
RA=tR +ZA=+-—H
(unaudited) (audited)
(REER) (&%)
HK$’000 HK$’000
BEFT BT
0 - 3 months TZ=EA 159,956 172,147
4 - 6 months mzEXRMEA 24,640 24,016
Over 6 months AMERMN E 5,137 7,245
Total trade creditors e BR R R 58 189,733 203,408
Deposits received and accruals BlEE RENER 138,300 143,234
328,033 346,642
8.  Share capital 8. Rx
30 June 31 December
2004 2003
—ERQNF :E?Ei
ANA=E+R  FZRA=+-—
(unaudited) (audited)
(REEERZ) (&%)
HK$’000 HK$’000
BEFT BT
Authorised: EERA -
300,000,000 shares of HK$1 each 300,000,000/% & 275 ¥ 17T 300,000 300,000
Issued and fully paid: EBTREHRRE :
243,354,165 shares of HK$1 each 243,354,1650 B BA 17T 243,354 243,354
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Reserves 9. R&E
Property
revaluation
Share Capital reserve  Exchange  General  Revenue
premium reserve ng reserve reserve reserve Total
ROEE ExifE ERRE  SNERE  -REE  KERE ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFT  E¥TT  EETT  EETT BT BETn BETr
At 1 January 2003 —ZE=F-H—H 429,423 41,363 34,401 (45,085) 50,000 70,507 580,609
Realisation of property HENEM
revaluation reserve on 2RNNE
disposal of properties Btk — — (4,799) - - 4,799 -
Net transfer from capital ~ MiBARMER
reserve to revenue LN
reserve by subsidiaries EEE — (356) — - - 356 -
Exchange differences REBINHELRR
arising on translation of MBS R a8 7
financial statements of BERMEER
overseas subsidiaries MEZRE
and associates = — — 4,318 — — 4,318
Profit for the year REEEH - - - - — 38,235 38,235
At 31 December 2003 “FF=F
+-A=+-H 429,423 41,007 29,602 (40,767) 50,000 113,897 623,162
At 1 January 2004 “ZENE-A-H 429,423 41,007 29,602 (40,767) 50,000 113,897 623,162
Exchange differences HEBHNHELRR
arising on translation il NI
of financial statements BRAMELH
of overseas subsidiaries MEER
and associates - - - (686) - - (686)
Profit for the period = BERR - — = = = 20,438 20,438
2003 final dividend paid ~ BRNZZEZ=F
RERE = = = = —  (14,601)  (14,601)
At 30 June 2004 —EERE
A=A 429423 41,007 29602 (41453) 50,000 119734 628313
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10.

Contingent liabilities

(a)

As at 30 June 2004, the Company had contingent liabilities in respect
of guarantees given by the Company to banks to secure banking
facilities granted to certain subsidiaries of which amount utilised by
the subsidiaries amounted to HK$149,427,000 (31 December 2003:
HK$182,286,000).

As at 30 June 2004, the Group had contingent liabilities in respect of
several guarantees given to banks to secure banking facilities of a
jointly controlled entity to the extent of HK$37,776,000 (31 December
2003: HK$45,544,000).

As at 30 June 2004, the Group sold to finance companies its notes
receivable with recourse, which amounted to HK$32,690,000 (31
December 2003: HK$14,004,000).

As at 31 December 2003, the Group committed to supply 34.4 million
cans to a customer in Taiwan at a fixed price. Such commitment was
covered by a bank guarantee issued to the customer, which amounted
to approximately HK$6,589,000. The Group had contingent liabilities
arising from counter indemnity given to the bank in respect of such

guarantee.

No such contingent liabilities existed as at 30 June 2004.
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10.

RREE

(a)

RZZEMNFEANA=Z+H AREHH
REBBARDARBITRENHER U
BETHBRARAMBRITEEE -MA
MHBRREDRAZEESBERLEE
149,427,000 (Z22=F+ =R =+
—B : #%182,286,0007T) °

RZZEMNFEANA=Z+H AEEHH
REBRZEAREERRITRILNE
R AEFBHAEGERRERITE
ERABE37,776,000 (ZET=ZF+
ZRA=+—8 : #&%45,544,0007T) °

R-ZZEZNFANA=+H  AEBER
BRELEEERECEKERE  HE
732,690,000t (ZEE=F+=_A=
+—H : #%14,004,0007T) °

RZZE=ZF+-_A=+—H " A£H
H-AERFETAHN  UNEEEREH
f€34,400,000F 21 - AEEHRRESE
NEBEBRFREBITER - HERS
A B 6,589,0000T - AEEFEE
ERAZBITREMEESEE - Bt
BRAAEENIARE -

RZZBZBWNERA=+H  EEEEK
RE

TH

A

o



11.

Related party transactions

The Group had the following material transactions with its related parties

1. HREATHRS

REHEN  ZEEBEUTEENEREAL

during the period: MR5 :
Six months ended 30 June
BEXA=THLXEAR
2004 2003
“EEMF —ET=F
Related party Nature of transactions Note HK$’000 HK$000
FHEAL REME fit &t BEFT BT
Jointly controlled entity ~ Purchases of small package oil (i) 1,426 1,476
HE 2 A BENEKRM
Sales of aroma oil (if) 25,427 20,103
BEWRHHE
Sales of detergent products (ii) — 1,747
BRRAMEE
Bottling and refinery income of small package oil (iii) 17,990 17,704
N B R 5 TE I B R A
Royalties received for the use of trademarks (iv) 5,236 10,214
AR ERREE WA
GIMC Limited (“GIMC”)  Management fee expenses
EHEXH (v) 1,202 —
Notes: Bt
(i) Purchases of small package oil were carried out at cost plus a (i) BENBERBRUARAMFIEEGH X

percentage of profit mark-up.

(i) Sales of aroma oil and detergent products were made with reference

to the market price.

(iii)  Bottling and refinery income of small package oil were determined on

the basis of the cost and the amount of services performed by the

Group.

(iv)  Under the trademark licence agreement, the royalties received for the

use of the trademarks are calculated based on a percentage as may be

agreed between the parties from time to time of the gross sales value

of licensed products sold by the licensee within Hong Kong and Macau.

(ii)

(iii)

(iv)
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11.

Related party transactions (continued)

Notes: (continued)

(v)

GIMC is an indirect wholly-owned subsidiary of Hong Leong Company
(Malaysia) Berhad (“HLCM”), a substantial shareholder which is deemed
to be interested in 73.11% shareholdings in the Company pursuant to
Part XV of the Securities and Futures Ordinance. Pursuant to the service
agreement signed between the Company and GIMC, the Company
should pay a monthly fee of HK$50,000 or such other amounts may
be agreed from time to time between the Company and GIMC and an
annual fee equal to 3% of the annual consolidated profits before tax
of the Company for the relevant financial year. The service agreement
is for a term of half year from 1 July 2003 to 31 December 2003 and
thereafter shall be automatically renewable on the same terms, for
additional consecutive terms of one year each, unless either party

provides the other with prior written notice of at least six months.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the

period (2003: nil).

CONTINUING OBLIGATION

Details of advances given to and guarantees given for banking facilities

granted to an affiliated company as at 30 June 2004, which in aggregate

exceeded the relevant percentage ratio of 8% under Rules 13.13 and 13.16

of the Listing Rules are as follows:

Affiliated company

L) N

Evergreen Oils & Fats Limited

Percentage
of equity Balance of
held by the advances
Group EXRE
AKERE HK$'000
BEEIH BETT
50 8,398

11.

FHEALHRS (B)

Wi - (&)

(v)

GIMCJ3Hong Leong Company (Malaysia)
Berhad ([HLCM]) 2 M E2E M B 2
A MREESZRHAEGAE TR
HLCMBE AR R 73.11% 2 BB RS
BiEEz ETBHRR - REMALFE
GIMCRT# 7] 2 RF thas - ARRIASA
X 4 GIMCH # 50,0007 o & 22 7] &
GIMCT B HEZEEFBRFERASERN
ADRERBYBRFERBAR
Z3% ° ULBRTE ik AL
ZFtA-RE_TF=FF+-_A=F
—BiE - YREFARERRRGRE
PEY-F HEA-IBHETE 7
BEORNEANEEBAARKRI -

& i
M-TT

—77

iR B

EZeRPREPHKRE

j:_l' fE B

%

(ZTZT=F: @|) -

B

ZEMEAA=TRABBERRRHTERZ

%%x&mp% RIERIBTMENRHEZER
HesH Uﬁim%ﬁﬁu%w 13(6 R E13.161548

EZHE

Guarantees
given

RHEZER
HK$'000
BETT

77,000
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AH8%  FIMT :

Extent of Aggregate of
guaranteed advances and
facilities guarantees
utilised given
EEAZ ERRREM
RREEH ER#BE
HK$’000 HK$’000
EETT EETT
37,776 85,398



CONTINUING OBLIGATION (continued)

Evergreen Oils & Fats Limited is a 50:50 jointly controlled entity of the
Group and an independent third party. The advances are trade receivables
arising from the ordinary course of business of the Group and are unsecured,

interest-free and repayable on demand.

Pursuant to the continuing disclosure requirements under Rule 13.22 of
the Listing Rules, the proforma combined balance sheet of the affiliated
company and the attributable interest of the Group in the affiliated company

as at 30 June 2004 are disclosed as follows:

(@) Proforma combined balance sheet of

Evergreen Oils & Fats Limited

BE

BEFE @

Evergreen Oils & Fats Limited /3 7% 5 & 82 — %8
VE=ZFERE—FRH 2 XREHER - BHE
RORARERER —REBBERPITEREE
e RB RS AREERB KRR

BEETMRAEBDEZEBEEREET B
ZEMESA=TH BBRARZEZEAHEE
BERRAEREHEARPREENEZZHE

mT :

(a)

Evergreen Oils & Fats Limited 2 f§Z & #}
EEBER

30 June 2004
—EZEMEXA=TH
(Unaudited)

(REER)

HK$’000

BT T

Non-current assets FRBEE 19,681
Current assets B E E 245,699
Current liabilities mEAE (145,384)
Net assets FEE 119,996

(b)  Attributable interest of the Group

Share of net assets BIEFEE
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(b)

AEEELER

30 June 2004
—EZNEXA=TH
(Unaudited)
(REER)

HK$’000

BT T

59,998




DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN

EERFETRABZERESR

21

SHARES
As at 30 June 2004, the directors and chief executives have the following R = MESA=ZTH R8F  TETHA
interests or short positions in the shares, underlying shares and debentures ~ ERAARKEFABE AR (EERESH LS
of the Company or any associated corporations (within the meaning of the & (&) B A EREE S LB T KHIFE3520648E
Securities and Futures Ordinance (“SFO”)) as recorded in the register M2 BREAMPFEH KRG - BERAH 2%
required to be kept by the Company under Section 352 of the SFO or as B  HEBRMBREFZEERRE LT AR
otherwise notified to the Company and The Stock Exchange of Hong Kong ~ EF#THEHF R ZHZESFAI (&S AI]) AR
Limited (the “Stock Exchange”) pursuant to the Model Code for Securities ~ EARAT REBME X 50T ([HRZM]) 2w
Transactions by Directors of Listed Companies (“Model Code”): N
(A) The Company A F2F
Approximate
percentage of
total issued
Number of share capital
shares/ of the
underlying Company
shares held o NN
Name of director Nature of interest BsEkRG/ Notes Total EBRTRA
E=EE EEME HEROHE Wt At NED X
WHANG Tar Choung Personal 5,337,637
EPN S @A
Family 4,222,534
ENi
Persons acting in concert 168,354,476 (@) & (b) 177,914,647 73.11%
—HITPAL
NG Ping Kin, Peter Personal 100,000 100,000 0.04%
HRR fE A
TSAO Chen, James Personal 2,090,000 (e) 2,090,000 0.86%
ERM(ER) fEA



Lam Soon (Hong Kong) Limited » & JE (& &) & [R 24 A » Lam Soon (Hong Kong) Limited * & JE (F /&) & IR 2 7] » Lam Soon (Hong Kong) Limited * & JE (F j&) B IR 2 & e Lam Soon (Hon

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN EBEERIETHAEZERE
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SHARES (continued) ﬁ_]& ‘(%ﬂ
(A)  The Company (continued) (A) ERAT(E)
Approximate
percentage of
total issued
Number of share capital
shares/ of the
underlying Company
shares held LR NN
Name of director Nature of interest BERG/ Notes Total EBETEX
E=E8 EatE HERGHAE k=3 @t HE? =
WHANG Sun Tze Personal 27,123,743
BEEHE A
Corporate 19,326 (c)
A
Persons acting in concert 150,790,035 (a) & (d) 177,933,104 73.12%
— BT AL
LO Kwong Chi, Clement Personal 323,754 323,754 0.13%
BESE (EPN
KWEK Leng Hai Personal 2,300,000 2,300,000 0.95%
$2E 1A
TAN Lim Heng Personal 274,000 274,000 0.11%
PR A {EPN
James ENG Jr. Personal 149,000 149,000 0.06%
RIEE A
HO King Cheung Personal 30,690 30,690 0.01%
] =4 (EPN
YONG Weng Chye Personal 227,000 227,000 0.09%
5 &% B 1A



DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES (continued)

(B)

Subsidiary of the Company

EBERIRTRABZERER @

B) FRARAZHERF

Approximate
percentage of

total issued
share capital

Number of of the
shares/underlying subsidiary
shares held EHE AR
Name of subsidiary Name of director ~ Nature of interest BER®B Total EETRAE
MELRERB ESEE EaitE HEROGHE et MESE
M.C. Packaging NG Ping Kin, Peter  Personal 3,000 3,000 0.36%
Offshore Limited hER A
(C)  Other associated corporations (c0 HithHEaT
(i)  Interests in shares/underlying shares () HERG HERGZES
Approximate
percentage of
total issued
Number of share capital of
shares/ associated
underlying corporations
Name of other associated Nature shares held EHEAT
corporations Name of director of interest BERSR/ Notes Total ERTRA
HtBEARER Espg Eitty HERGHA il @it HERES
Guoco Group Limited KWEK Leng Hai Personal 2,820,775 2,820,775 0.86%
BEEEBRAA $28 & A
TAN Lim Heng Personal 559,230 559,230 0.17%
B MR EN
James ENG Jr. Personal 565,443 565,443 0.17%
HIFHE A
TSANG Cho Tai Personal 1,000 1,000 0.00%
BER @A
GuocoLand Limited WHANG Tar Choung  Personal 12,500 12,500 0.00%
BEEwEFRAA BEXE f#A
WHANG Sun Tze Family 66,600 66,600 0.01%
BEEH Rk
KWEK Leng Hai Personal 18,851,140 18,851,140 2.79%
28 & A
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN

SHARES (continued)

©

Other associated corporations (continued)

(i)

Interests in shares/underlying shares (continued)

EERFETHAEBZERER @

(0 HBELF(E)

(i) HBERG WHERGZEZ (E)

Approximate
percentage of

total issued
Number of share capital
shares/ of associated
underlying corporations
Name of other associated Nature shares held EBHENT
corporations Name of director ~ of interest BERG/ Notes Total ~ BETRA
HAtBENT£R Esps BaHtE RBERGEE g3 ast mES %
Hong Leong Bank Berhad WHANG Sun Tze Family 129,000 129,000 0.01%
BEE K Ik
KWEK Leng Hai Personal 3,955,700 3,955,700 0.25%
#LE f8A
Hong Leong Company KWEK Leng Hai Personal 400,500 400,500 2.50%
(Malaysia) Berhad $2 fEIA
Hong Leong Credit Berhad WHANG Sun Tze Family 534,092 534,092 0.05%
(“HLCB") BLE Rk
KWEK Leng Hai Personal 916,800 {f) 916,800 0.09%
#LE fAA
TAN Lim Heng Personal 245,700 245,700 0.02%
R & fAA
Hong Leong Industries Berhad ~ WHANG Sun Tze Family 105,600 105,600 0.05%
(“HLI") BLE K i
KWEK Leng Hai Personal 215,312 (g) 215,312 0.10%
#LE f8A
Hong Leong Properties Berhad ~ KWEK Leng Hai Personal 226,800 226,800 0.03%
#LE f8A
TAN Lim Heng Personal 73,710 73,710 0.01%
R R f8A
Hume Industries (Malaysia) WHANG Sun Tze Family 12,667 12,667 0.01%
Berhad BELA Rk
HLG Capital Berhad KWEK Leng Hai Personal 500,000 500,000 0.41%
#LE &3 A
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN

SHA

©

Notes:

EERIETRAEBZERESR

RES (continued)
Other associated corporations (continued) (0 EHittHErR (&)
(ii)  Interests in debentures (i) HEEF
Amount of

Name of other debentures

associated Nature held Price for

corporation Name of director  of interest A Total grant Exercise period

HuBenrras® ESf4 BEME e EH REE AT

MYR MYR MYR  Begin Ends
SRBET  BRAZT SKALZT  RARKA TR A
Hong Leong KWEK Leng Hai Personal 165,000 165,000 165,000 28/6/2002 28/6/2007
Industries Berhad <8 fEA
et
The total interests disclosed herein represent the interests in 177,914,647 (@ ANFIRBEZEEZKNRARQT77,914,6478%
ordinary shares of the Company which the respective parties held by virtue ZEBR BERAETREASHAREESR
of Section 317 of the SFO in relation to the interests in shares pursuant to the HE KO FE37& 2R E  Guoinvest
shareholders’ agreement and the supplemental agreement both dated 27 May International Limited ([Guoinvest]) R & 5 &
1997 entered into by Guoinvest International Limited (“Guoinvest”) and, inter T BABAE  RMELLT - T.C Whang &
alia, Dr. WHANG Sun Tze (alias: WHANG Siong Tiat), Mr. WHANG Tar Company (Private) Limited ([T.C. & Co.]) & 7
Choung, Madam. TEO Joo Yee, T.C. Whang & Company (Private) Limited EREBRRRA(MED)BER-ANEFR
(“T.C. & Co.") and Raven Investment Company Limited (“Raven”) and the AZttBEIZREBERABERBER
Novation Agreement dated 5 September 2003 entered into by Guoinvest, Guoinvest, Guoline International Limited
Guoline International Limited (a sister subsidiary of Guoinvest), Dr. WHANG ([GuoinvestZ B KK B R A)]) » EEEEL -
Sun Tze (alias: WHANG Siong Tiat), Mr. WHANG Tar Choung, Madam. TEO BABEE  RMELL  T.C. & Co.RHME
Joo Yee, T.C. & Co. and Raven. BRE-_SE=FNARBMBIZHNBERSE
R A 2 e o

The interests of person acting in concert disclosed represent the deemed b) FRBEZ—BIHATEIZRE L@
interests of Mr. WHANG Tar Choung in 168,354,476 ordinary shares in the MEERE L ESEANDA)168,354,4760% 2 i
Company referred to in Note (a) above. BB 7%
The interests disclosed represent the corporate interest of Dr. WHANG Sun 0 FREREBEZEZRZEZLEELEB
Tze in 18,457 ordinary shares and 869 ordinary shares in the Company held SGR Investment Company Limited ([SGR]) &
by SGR Investment Company Limited (“SGR”) and T.C. & Co. respectively. T.C. & Co PR AERARIS,457REBR K
Dr. WHANG Sun Tze holds 35.41% and 59.52% interests in SGR and T.C. & SO LA YIRS o B W THESGRRT.C.
Co. respectively. & Co. P AlFE B 35.41%859.52% 2 R1D 2 ©
The interests of person acting in concert disclosed represent the deemed (d) FHEZ—RTHACEZRE M@

interest of Dr. WHANG Sun Tze in 150,790,035 ordinary shares in the

Company referred to in Note (a) above.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES (continued)

Notes: (continued)

(e) The interests of Mr. TSAO Chen, James represent the interests in 90,000
ordinary shares and 2,000,000 underlying shares in respect of the share
options granted by the Company exercisable from 2 years following notification
of entitlement to confirm quantum of options exercisable but in any event
not later than 10 years from the date of grant at an exercise price of HK$2.530

per share.

The interests of Mr. KWEK Leng Hai represent the interests in 756,000 ordinary
shares and 160,800 underlying shares of listed physically settled options
granted by HLCB exercisable between 20 August 1997 and 27 June 2007 at

an exercise price of MYR4.99 per share.

The interests of Mr. KWEK Leng Hai represent the interests in 163,200 ordinary
shares and 25,500 underlying shares of listed physically settled options granted
by HLI exercisable between 13 November 2001 and 13 November 2006 at
an exercise price of MYR8.00 per share and 26,612 underlying shares of
listed physically settled options granted by HLI exericsable between 28 June
2002 and 28 June 2007.

All the interests disclosed in sections (A), (B), and (C) above represent long
position in the ordinary shares of the Company, its subsidiaries or associated

corporations save as otherwise specified in the notes above.

Save as disclosed herein, none of the directors and chief executives has
any interests or short positions in any shares, underlying shares and
debentures of the Company or any associated corporations (within the
meaning of the SFO) as recorded in the register required to be kept under
section 352 of the SFO or as otherwise notified to the Company and the

Stock Exchange pursuant to the Model Code.
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ERM(BR) RERE 2 #2215 90,000
BALBEBRLERADABREZ
2,000,000/ AR BAR 7 2 5k o UL REAR A
TEAARTEREAERNA LA ME
& ETEEBEERAMES ZTF
A METEEREBREK2.5307T

(e)

HBEERFZEHERKT756,0008%
HLCBE &A% & 160,800k HLCBE 1T 2 £
EMRU 2 2B o IR
FHE—NMNEFENB-+HRE-_ZZt
ERAZTER  MIIFEEAERERA
28 704.997T ©

BLBEERFB 2R EK163,2000HLI
WA K 25,500/ HLIZ T2 ETE MR IR
ZHEZ ARG - WER 2 TERAS
EE—F+—B+=HE-_ZTTAFE+—
A+=R MIEERERERETT
8.007T ° E#EHMELIE26,6128HLIETZ
EHEMR W B 2 ARG o U
AR ASE-_EXA-T/\AHE=
EELFRSAZFTNB -

ARLAA)  BROBAREZESERER
BEARA  EMBARSMERRZFA LR
BB - R EXHAERI

FRAX B EEN
BRARAZEEABELR (EERESLH
BRI BEABREEZ LB EIRPIFI52068 T
Mz BRafMF e zBe - AREkAS 2%
Rk HEABROEEFRREFETRANE
INCIISE YA

BMEENEERIETHA
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1 Kong) Limited o & JIE (& &) & R 2 & ¢ Lam Soon (Hong Kong) Limited ¢ & JE (&

SHARE OPTIONS

As at 30 June 2004, details of share options granted to the directors or

eligible employees under the share option schemes (the “Share Option

BRE

Scheme”) adopted by the Company were as follows: I

&) & BR 2 & e Lam Soon (Hong Kong) Limited ¢ & JIE (& ) & fR 24 7  Lam Soon (Hong Kong) Limited

RZZFZMNFERA=+H  BERAARZERE
AE EFRAARCETERBREZFEN

Number of share options

BRERBRO 2HE
As at As at
Exercise price 1 January 2004 30 June 2004
Grantees Date of grant Exercise period per share “EEQRE “BENE
ER% ERAH CEid BRAKE -A-H ~AZTH
HK$
i) Name of director
Expg
TSAO Chen, James 5 June 2002 2 years following notification of 2.530 2,000,000 2,000,000
ERM(ER) ZBTCF entitlement to confirm quantum
~ARA of options exercisable but in
any event not later than
10 years from the date of grant
RYBREUE L BMA L
MER HTEBRBEER
ABEZT5R
i) Other participants
EtpaE
Employees 5 June 2002 2 years following notification of 2.530 700,000 350,000
8T 3 entitlement to confirm quantum

~NALH

of options exercisable but in

any event not later than

10 years from the date of grant
RTRREHE 2 BAA L

MER ETERBZER

RBEZTER
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SHARE OPTIONS (continued)

As at 1 January 2004, there was a total of 3,950,000 outstanding share
options granted pursuant to the Share Option Scheme. During the period
ended 30 June 2004, a total of 1,600,000 share options including 1,250,000
share options granted to a director of the Company, Mr. LEUNG Wai Fung,
who resigned on 16 March 2004 and 350,000 share options granted to an
employee were lapsed. As at 30 June 2004, there were 2,350,000 share

options outstanding.

In the absence of any provisions to the contrary set out in the Share
Option Scheme, all the share options were deemed to be fully vested in

the grantees on the commencement dates of the respective exercise periods.

The Share Option Scheme was terminated on 23 May 2003 but without

prejudice to any share options previously granted prior to such termination.

On 23 May 2003, in order to comply with the new requirements of Chapter
17 of the Listing Rules, a new share option scheme of the Company (the
“New Share Option Scheme”) was approved . No option was granted under

the New Share Option Scheme during the period ended 30 June 2004.

Apart from the foregoing, there was no arrangement to which the Company
or any of its subsidiaries was a party to enable the directors and their
spouses and a children under eighteen years of age to acquire benefits by
means of acquisition of shares in or debentures of the Company or any

other body corporate.
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B BRI MM RITE 2 BRE R _TZ
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SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’
INTERESTS IN SHARES

As at
execu

and u

30 June 2004, the following persons (other than a director or chief
tive of the Company) have interests or short positions in the shares

nderlying shares as recorded in the register required to be kept by

the Company pursuant to Section 336 of the SFO:

FTERRREMEAZERESR

RZZEMEAA=TH REEHFRBEED
E3B6FREMR 2 ELMAH - THAL (AR
AEEREZTHRABRIN HERD - BEK
Az ReBROKAERN 2

Number of Approximate

shares held percentage

FEZ Notes of interest

g g Wt et BAREEIL

Raven Investment Company Limited (“Raven”) 177,914,647 (A)+(B) 73.11%

MEBRBEBRLE(TFE])

T.C. Whang & Company (Private) Limited (“T.C. & Co.”) 177,914,647 (A)+(C) 73.11%

TEO Joo Yee KM E 177,914,647 (A)+(D) 73.11%

Hong Leong Company (Malaysia) Berhad (“HLCM”) 177,914,647 (A)+(E)+(F) 73.11%

QUEK Leng Chan (“QLC") 334 4% 177,914,647 (A)+E)+(F) 73.11%

HL Holdings Sdn Bhd (“HLH") 177,914,647 (A)+(E)+(F) 73.11%

Hong Leong Investment Holdings Pte Limited (“HLIH") 177,914,647 (A)+(E)+(F) 73.11%

Kwek Holdings Pte Limited (“KH") 177,914,647 (A)+(E)+(F) 73.11%

Davos Investment Holdings Private Limited (“Davos”) 177,914,647 (A)+(E)+(F) 73.11%

Kwek Leng Kee (“KLK") 177,914,647 (A)+(E)+(F) 73.11%
Notes: Hist

(A)  The total interests disclosed herein represent the interests in 177,914,647 (A ANFBEBRz2BEEREAAR77,914,64708%

ordinary shares of the Company which the respective parties held by virtue ERR RREETREARIREBEESRK

of Section 317 of the SFO in relation to the interests in shares pursuant to the HE KM E37E 2/ E - Guoinvest

shareholders’ agreement and the supplemental agreement both dated 27 May International Limited ([Guoinvest)) R & 5 &

1997 entered into by Guoinvest International Limited (“Guoinvest”) and, inter T BERBRE RUELL  T.C & Co K7l

alia, Dr. WHANG Sun Tze (alias: WHANG Siong Tiat), Mr. WHANG Tar FRER—NMNEEREA-TEHEIZKE

Choung, Madam. TEO Joo Yee, T.C. & Co. and Raven and the Novation W& K % 7 % % M Guoinvest, Guoline

Agreement dated 5 September 2003 entered into by Guoinvest, Guoline International Limited ([Guoline]) (Guoinvest

International Limited (“Guoline”) (a sister subsidiary of Guoinvest), Dr. ZHKIBAR) mLEEEL  mABLE

WHANG Sun Tze (alias: WHANG Siong Tiat), Mr. WHANG Tar Choung, RWMELZL  T.C. & Co.RFERE=-_TT=

Madam. TEO Joo Yee, T.C. & Co. and Raven. FNARBMBIZHNKEREGRAEE Z#

(B)  The interests disclosed comprise (i) own interest of Raven in 1,221,205 B FREZEZEFEONEERFTRARQF

ordinary shares in the Company and (ii) the deemed interest in 176,693,442
ordinary shares in the Company held by other parties referred to in Note (A)

above.
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SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’
INTERESTS IN SHARES (continued)

Notes: (continued)

©

The interests disclosed comprise (i) own interest of T.C. & Co. in 869 ordinary
shares in the Company and (ii) the deemed interest in 177,913,778 ordinary

shares in the Company held by other parties referred to in Note (A) above.

The interests disclosed comprise (i) own interest of TEO Joo Yee in 4,222,534
ordinary shares in the Company and (ii) the deemed interest in 173,692,113
ordinary shares in the Company held by other parties referred to in Note (A)

above.

The interests disclosed comprise (i) the corporate interests in 140,008,659
ordinary shares in the Company held through Guoline and (ii) the deemed
interest in 37,905,988 ordinary shares in the Company held by other parties

referred to in Note (A) above.

Both Guoinvest and Guoline are wholly-owned subsidiaries of GuoLine Capital
Assets Limited which in turn is a wholly-owned subsidiary of HLCM. By
virtue of Section 316(2) of the SFO, HLCM is held as to 49.11% and 34.49%
by HLH and HLIH respectively. HLH is wholly-owned by QLC. KLK holds
41.92% interest in Davos which in turn holds 33.59% interest in HLIH and
KH holds 49% interest in HLIH.

All the interests disclosed under this Section represent long position in the

ordinary shares of the Company.

Save as disclosed herein, no other person (other than a director or chief

executive of the Company) has an interest or a short position in the shares

and underlying shares as recorded in the register required to be kept by

the Company pursuant to Section 336 of the SFO.
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BOARD AUDIT COMMITTEE

The Board Audit Committee comprises Messrs. NG Ping Kin, Peter
(Chairman), LO Kwong Chi, Clement, TSANG Cho Tai and TSAO Chen,
James, three of whom are independent non-executive directors. The Board
Audit Committee intends to meet quarterly to assist the Board in providing
an independent review on the completeness, accuracy and fairness of the
financial statements of the Group, as well as the efficiency and effectiveness
of the Group’s operations and internal controls. In addition, the Board
Audit Committee has reviewed with management the accounting policies
and practices adopted by the Group and discussed auditing, internal controls
and financial reporting matters including a review of the unaudited interim

financial statements for the period ended 30 June 2004.

CODE OF BEST PRACTICE

None of the directors of the Company is aware of information which would
reasonably indicate that the Company was not in compliance with the
Code of Best Practice as set out in Appendix 14 to the Listing Rules
throughout the six months ended 30 June 2004, except that the non-
executive directors were not appointed for a specific term as they are
subject to retirement and re-election at the Company’s Annual General

Meeting in accordance with the Company’s articles of association.

MODEL CODE

The Company has on 31 March 2004 adopted a model code for securities
transaction by Directors on term no less exacting than the required standard

set out in Appendix 10 of the Listing Rules.
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Lam Soon (Hong Kong) Limited » & JE (& &) & [R 24 A » Lam Soon (Hong Kong) Limited * & JE (F /&) & IR 2 7] » Lam Soon (Hong Kong) Limited * & JE (F j&) B IR 2 & e Lam Soon (Hon

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

There was no purchase, sale or redemption of the Company’s listed shares

by the Company or any of its subsidiaries during the period.
APPRECIATION

The Board would like to express its sincere appreciation to its bankers,
suppliers, customers and shareholders for their continued support to the
Group. The Board also wishes to thank the Group’s management and staff
for achieving major progress in our core businesses and their dedication

and commitment for improving our product quality for the market.

By Order of the Board
WHANG Tar Choung

Chairman

Hong Kong, 15 July 2004
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