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NOTES TO CONDENSED INTERIM ACCOUNTS {58 HA8E B Kf=E

Basis of preparation and accounting policies

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

These condensed interim accounts should be read in conjunction
with the 2003 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, 2003.

In addition, the Group acquired held-to-maturity securities during
the period and adopts the following accounting policy:

Held-to-maturity securities

Held-to-maturity securities are stated in the balance sheet at
cost plus/less any discount/premium amortised to date. The
discount or premium is amortised over the period to maturity
and included as interest income/expense in the profit and loss
account. Provision is made when there is a diminution in value
other than temporary.

The carrying amounts of individual held-to-maturity securities
or holdings of the same securities are reviewed at the balance
sheet date in order to assess the credit risk and whether the
carrying amounts are expected to be recovered. Provisions are
made when carrying amounts are not expected to be recovered
and are recognised in the profit and loss account as an expenses
immediately.
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Turnover 2.
The principal activity of the Company and its subsidiaries is the
holding of listed and unlisted securities.

Interest income on held-to-maturity BHEINHAZEFZ2FBRA
securities

Interest income on debt securities EBEF 2T RKA
Interest income on bank deposits RITH B WA
Dividend income & B A

— from listed investments - RELMHE

— from unlisted investments —REFLTERE

The Group considers that it operates in a single business segment
of investments holding. 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 3.
Operating profit is stated after JEEFIB (GTA)/
(crediting)/charging the following: M/ TEIEE :

Staff cost (excluding directors’” emoluments) 8 T F(A (B S8 & N
Exchange (gain)/loss ER (W), BB

RS
ARAREMBRARAC T EXB RIHEE LD
RFELmES -

Unaudited
KRB
Six months ended 30th June,
BERAB=THLRER

2004 2003

HK$ HK$

BT BT
8,601,567 -
388,273 1,922,216
1,630,565 1,774,263
- 107,600

- 282,324
10,620,405 4,086,403

ARERREMBERRERR —HE—%
BoE dARFEEGEEREREARLE
EERIR10%REBINET - BRI D
MARBZGAERERGAKERE -

KRR
Unaudited
REBER
Six months ended 30th June,
BERB=THLRER
2004 2003
HK$ HK$
BT BT
160,294 231,332
(1,198,118) 393,160
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Taxation
Hong Kong profits tax has been provided at the rate of 17.5%
(2003: 17.5%) on the estimated assessable profits for the period.

The amount of taxation charged to the consolidated profit and
loss account represents:

Current taxation AEFERIR

— Under provision in prior years - RBEFERBTIR

Share of taxation attributable to: BETIAR 2 HHE
Associated companies N

Taxation charge BB

Deferred tax is not recognised as the temporary differences
between the tax bases of assets and liabilities and their carrying
amounts are not material to the Group. Deferred income tax
assets are recognised for tax losses carried forward to the extent
that realisation of the related tax benefit through the future
taxable profits is probable. As at 30th June, 2004, the Group
has unrecognised estimated tax losses of HK$2,145,217 (2003:
HK$2,145,217) to carry forward against future taxable income.
These tax losses have no expiry date.

The taxation on the Group’s profit before taxation differs from
the theoretical amount that would arise using the taxation rate
of the home country of the Company as follows:

Profit before taxation (excluding share B2 Al s 7 (TE% Btk
of profits less losses of associated B N ADE MREE)
companies)

Calculated at a taxation rate of 17.5%
(2003: 17.5%) 17.5%) it &
Income not subject to taxation BERBZBA
Expenses not deductible for taxation

purposes

Under provision in prior years BEFERETR
Taxation charge before share BAEBE D RRIEZ
of taxation of associated companies B

Share of taxation of associated companies P {7 B & 2 7l 18

Taxation charge BB

BHRER175% (8T =4 :

HRBEME TN X

BiE
EBFIER IR A B R EF AR
R175% (ZEFT=F 1 17.5%) ZELEF -

REaBRERABZHEREE

2004 2003

HK$ HK$

B BT
23,018 -
1,896,552 -
1,919,570 -

HREERBBZRHERKEREEZY
H%%‘E“W%@I#ik%% B EER
BERE BERABBEEDRAEE 2
BIEBEMTUAER AT E&ERAR
ZERBEMNER 2 ABEBRBENZAR - B
—EEMEXNAZTA  AEEZAERE
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2004 2003
HK$ HK$

BT BT
1,391,028 69,749,817
243,430 12,206,218
(1,755,376) (13,838,461)
1,511,946 1,632,243
23,018 -
23,018 -
1,896,552 -
1,919,570 -
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5. Dividend 5. RE
Unaudited
REER

Six months ended 30th June,
BERA=THLERER

2004 2003
HK$ HK$
BT T
The directors have resolved not to declare ~ ZEE & B R TR %
an interim dividend for the period REEZ RS
(2003: Nil) (ZF2=F: 8\ - -

Notes: Hfat -

(a) At a meeting held on 15th March, 2004 the directors (a) R_ZTZWNE=ZAF+HH#R ?TZ@
resolved not to declare a final dividend for the year ended FOEERERARTIRBEHE-ZE
31st December, 2003. —F+ZA=t-BLEEFEZRBR

B

(b) At a meeting held on 11th August, 2004 the directors by R_ZTZENFENAT-—BEITZE
have resolved not to declare an interim dividend for the @ COEEGEREARANREAHM A
period. RS -

6.  Earnings per share 6. BRER

The calculation of basic earnings per share is based on the lﬂxgﬁﬁﬂnﬂkﬁ AEBRAREREEE

Group's profit attributable to shareholders of HK$22,827,785 A 22,827,785 L (Z T = F -

(2003: HK$74,850,012) and the number of ordinary shares in 74,850,012 L) R BETZ EEBRHABES

issue during the period amounting to 1,691,171,989 (2003: £1,691,171,989( = & & = F

1,691,171,989) shares. 1,691,171,989) g 5t & -

No diluted earnings per share is presented as the Group had no HRAAEETEABINEEL AR B

dilutive potential ordinary shares. E2EREERA -

7. Investment securities 7. REES
Unaudited Audited
KRB BEZ
30th June, 31st December,
2004 2003
—EENEF —TT=F
~A=tH +-A=+-—A8
HK$ HKS
BT T
Shares listed in Hong Kong, EBELTREG
at market value B A 11,574,941 10,159,904
Shares listed outside Hong Kong, /84 AR5 »
at market value BRmE 16,836,002 -
Unlisted shares, at LR, -
directors’ valuation REZQHE 2 2
Unlisted investments, at FLETMRE -
directors’ valuation REEEHE 47,957,245 45,771,263
76,368,190 55,931,169




YU MING INVESTMENTS

8. Held-to-maturity securities

At amortised cost
— listed outside Hong Kong
— Unlisted

At market value

9. Debt securities

Convertible notes
Bonds

INTERIM REPORT 2004 11

LIMITED

mEHEE
—HFBUSNET
—3FEm

mmiE

BEIABMAZES
Unaudited Audited
REEZ BEZ
30th June, 31st December,
2004 2003
—EENEF —ET =5
~A=+H +zZRA=+—H
HK$ HK$
BT BT
86,681,041 -
117,767,578 -
204,448,619 -
207,305,474 _

BHES

Unaudited Audited
REEZ BB %
30th June, 31st December,
2004 2003
—EENEF —TT=F
~A=+H +zZRA=+—H
HK$ HK$
BT BT
2,000,000 4,000,000
6,417,294 101,889,934
8,417,294 105,889,934
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Accounts receivable 10.
Trade receivables 8 e YR IR
Other receivables HoAth & Yo 3108
Pledged bank fixed deposits and loan from a financial institution 11.

Fixed deposits of approximately HK$56 million were pledged
against the loan from a financial institution obtained for financing
the Group’s investments in held-to-maturity securities.

Fixed deposits of approximately HK$108 million were pledged
against letters of credit issued by licensed banks for the Group’s
investments in jointly controlled entities.

Accounts payable 12.
Trade payables 18 e IR
Other payables HoAth & 5 58

JE W 5K 08

Unaudited Audited
REEZ BEZ
30th June, 31st December,
2004 2003
—EENEF —ET =5
~A=+H +=ZRA=+—H
HKS$ HKS

BT BT
48,234,781 103,943,040
48,234,781 103,943,040

FERBTEHERARMBHBER

AEBE T 875 5 456,000,000 7T 17
TS ARMEEEBERANE
FHHACESFZREERE -

AEBEE T BT 54108,000,000% 7T 1K
BRHRET  UEZRERTALEERS
AEEAERRZREHARERE -

& 58
Unaudited Audited
REEZ BB
30th June, 31st December,
2004 2003
—EENEF —ET =5
~A=+H +zZRA=+—H
HK$ HK$
BT BT
2,829,937 -
10,666,448 11,020,341
13,496,385 11,020,341
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Contingent liabilities

(a)

(c)

The Company has given a guarantee to a bank to secure
the outstanding indebtedness due by an associated
company holding the Argyle Centre, for an amount
attributable to the Group’s equity interests. The amount
of outstanding indebtedness due by the associated
company to this bank as at 30th June, 2004 was
approximately HK$262 million (at 31st December, 2003:
approximately HK$393 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. The outstanding indebtedness at 30th June,
2004 was approximately Euro 8.4 million (at 31st
December, 2003: approximately Euro 7.4 million).

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.
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14.  Commitments 14, FfE

Unaudited Audited
KRB BEZ
30th June, 31st December,
2004 2003
—EENEF —ET=F
ARA=+H +-A=+—A8
HK$ HK$
BT T
Capital commitments for investments R ERNKEEBH 2 E
in investment securities SR
Authorised but not contracted for BHAEEBREN 11,893,750 12,221,625
Capital commitments for investments  {ZERHERZEEEE QA2
in jointly controlled entities BRI
Contracted but not provided for EROBRERE 106,716,157 123,917,598
15.  Related party transactions 15. HBEBEALZXZ
Significant related party transactions entered by the Group for AEERBE-_ZEMFAA=THILERE
the six months ended 30th June, 2004, which constitute A LﬁZij@ﬁﬁBﬁ@/\i 25 (g BB
connected transactions under the Rules Governing the Listing of BAERIMABRRAAES ETRAETR
Securities on The Stock Exchange of Hong Kong Limited (“Listing EUNDNITR - o p %ZID T
Rules”) were:
Unaudited
KRB

Six months ended 30th June,
BERB=THLERER

2004 2003
HK$ HK$
BT BT
Management fee expenses to mTY-—MAEHERAZ
a related company REEERER 5,107,952 4,521,984
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Related party transactions (continued)

Under the management agreement (“Existing Investment
Management Agreement”) approved by shareholders on 27th
March, 1997 and dated 5th March, 1997 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% of the net
asset value on each quarter date and an incentive fee equal to
20% of such amount (if any) by which the audited consolidated
profit before tax for each financial year completed (before
adjusting for the incentive fee) exceeds such amount as is equal
to 6% of average monthly net asset value of the Group for each
such financial year. For the calculation of management fee and
incentive fee, the associated companies of the Group will not
be equity accounted for the purpose of calculating such quarterly
and average monthly net asset value and consolidated profit
before tax but will be accounted for at cost instead.

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 during
the term of the Supplemental Agreement at the time of the
incentive fee computation. Therefore, the incentive fee will be
equivalent to 20% of the amount by which the audited
consolidated profit before tax for 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% of the average
monthly net asset value of the Group for such financial year.
For the calculation of management fee and incentive fee, the
associated companies of the Group will not be equity accounted
for the purpose of calculating such quarterly and average
monthly net asset value and consolidated profit before tax.

In addition, the Group occupies office space of YMIM and
reimburses to YMIM 40% of its office and equipment expenses
in accordance with the Existing Investment Management
Agreement. Such expenses reimbursed to YMIM amounted to
HK$455,988 (2003: HK$267,325). The Group utilise certain staff
employed by YMIM and reimbursed staff costs of HK$389,066
and HK$352,734 to YMIM for 2004 and 2003 respectively.
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