NOTES TO THE CONDENSED FINANCIAL IGEEEE B

STATEMENTS

For the period from 1 January 2004 to 30 June 2004 HE2f —FTNF—A—HZ_FTEMF

NAZ=TFHIEEA

BASIS OF PREPARATION

The condensed financial statements have been
prepared in accordance with the applicable
disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and with Statement
of Standard Accounting Practice 25 “Interim
Financial Reporting” issued by the Hong Kong
Society of Accountants.

The financial statements for the current period cover
six months ended 30 June 2004. The corresponding
amounts shown for the income statement,
statement of changes in equity, cash flows and
related notes cover six-month period from 1 April
2003 to 30 September 2003.

PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been
prepared under the historical cost convention as
modified for the revaluation of certain properties and
investments in securities.

The accounting policies adopted are consistent with
those followed in the preparation of the Group’s
annual financial statements for the nine months
ended 31 December 2003.
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3. SEGMENT INFORMATION 3. oEEHR
Business segments E2 5]
The Group is mainly engaged in electroplating AEEFENREEEIHEES K
equipment business, timber trading business, wet MER  BRAEIRREEBMIRE
processing equipment business and entertainment BUERTS - WEEB HAEEZH
production business. These businesses are the HEEHEERFTIR 2 B2 -

basis on which the Group reports its primary
segment information.

Principal activities are as follows: FEEBBAMMT
Electroplating - design, manufacture and SR — REPHRMR
equipment sale of custom-built B EERIBE
electroplating equipment 2 EBHERE
Timber trading - trading of logged timber AME S - AMESH
Wet processing - design, manufacture and BARERE — REPHRMR
equipment sale of custom-built B EERIBE
horizontal wet processing ZKERRAE
and automation machinery I B B LA
&
Entertainment - provision of concert IREEBUIE — REEESRUE

production production




Segment information about these businesses is
presented below.

For the six months ended 30 June 2004

HEEGZAHEMZINT -

BE—FEMENA =1 HILNEA

Continuing operations Discontinued operations
RELEIRE IR pE T
Wet
Electroplating Timber Other  processing Entertainment
equipment trading  operations  equipment  production  Elimination Consolidated

BRk  fMES  RHEE RARERE  RRRE i B

HK$'000 HK$:000 HKS!

000 HK$:000 HK8'000 HK$:000 HK$1000

THL TiET THL TiET T T TR

TURNOVER HE2
External sales HOEE 264,640 21,506 783 53,924 4,302 - 345,155
RESULTS E3
Segment results PHEE 40,834 189 2,018 4,989 (567) 3,025 50,488
Unallocated AORLERR

corporate

expenses (10,076)
Net unrealised gain on~ Zf#FE

other investments ~ ERFUE 841
Netreaised losson ~ AfHFER

other investments B FEIE (1)
Proft from operations 547 41,252
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For the six months ended 30 September 2003 HE—FT=FNHA=+HI~EA
Continuing operations Discontinued operations
RERE/EH RIEE5h
Wet
Electroplating Timber Other  processing ~ Entertainment
equipment tradng  operations  equipment  production  Elimination  Consolidated

TR OAIER  AMEE BAETRE OB W
HK$ 000 HK$:000 HK8:000 HK8:000 HK8'000 HK8:000 HK8'000
BT TEn TEL FEL TT TET THR

TURNOVER 258
External sales HMHE 109,220 18,19 74 63,196 19,844 - 210,529
Inter-segment sales 22 e - - - 704 - (704) -
109,220 18,19 74 63,900 19,844 (704) 210,529
Inter-segment sales are charged at prevailing market rates.
AR BRENRERZTHERHE -
RESULTS 4
Segment results  AHEE 2,245 (1430) (8647) (3.881) (1832) 3,583 (9992)

Unallocated corporate AARZ REMA

income 576
Unallocated corporate K A& 2 A £5%
expenses (8,253

Impaimentloss ~ EHHIEEE
recognised on BAR(E

investments in EE

securities (2,390)
Net unrealised gain on E &%

ofher investments ~ EREHE 2,330
Net realised loss o~ £HR AT

other investments ~ ERFEE (18,049)

Loss from operations T&EHE (35,778)




PROFIT (LOSS) FROM OPERATIONS 4. RBEHF (B
1.1.2004 1.4.20038
to to
30.6.2004 30.9.2003
—EENEF ZET=F
—A—BZ MA—RBZE
A~NHA=+H HAZ=Z+H
HK$°000 HK$’000
FET FET
Profit (loss) from operations X &5EF| (E518) B0k
has been arrived at after (Bt A) ToIEE -
charging (crediting):
Depreciation of property, W - WER
plant and equipment REIE 4,089 6,140
Amortisation of goodwill [EGEEp: 3]
(included in administrative (FtAfTHER)
expenses) 132 194
Amortisation of intangible B EE
assets (included in (GTATTEREA)
administrative expenses) 6 6
Total depreciation and WEN#EeE
amortisation 4,227 6,340
Loss (gain) on disposal of HEWE - BER
property, plant and RiEEE (&)
equipment 55 (2,277)
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5. TAXATION CHARGE 5. BHEXH
1.1.2004 1.4.2003
to to
30.6.2004 30.9.2003
—EENF —ETT= ¢
ANA=+H hAZ=Z+H
HK$’000 HK$000
FET FET
The taxation charge BRHESZ HeE
comprises:
Hong Kong Profits Tax BERBNFH
Underprovision in prior A FET R R
years - 518
Overseas taxation THNTE
Charge for the period AT 576 354
576 872

No tax is payable on the profit for the six months
ended 30 June 2004 arising in Hong Kong since
the assessable profit is wholly absorbed by the
estimated tax losses brought forward.

No provision for Hong Kong Profits Tax for the six
months ended 30 September 2003 has been made
as the Group incurred tax losses.

Overseas taxation is calculated at the rates
prevailing in the relevant jurisdictions.

6. DIVIDEND 6.

No dividends were paid during either period. The
directors do not recommend the payment of any
interim dividend.
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7.

EARNINGS (LOSS) PER SHARE 7. SRER(EE)

The calculation of the basic and diluted earnings

BEREAMEERT (BR) THRIA

(loss) per share is based on the following data: TEIRRTE -
1.1.2004 1.4.20038
to to
30.6.2004 30.9.2003
—EENEF ZET=F
—A—BZ MA—RBZE
A~NHA=+H HAZ=Z+H
HK$°000 HK$’000
FET FET
Earnings (loss) for the FTEGRERNEEZF
purpose of basic and (EB18) 2uF (&8)
diluted earnings (loss)
per share 43,439 (37,988)
Weighted average number T EERERETF] (EE)
of ordinary shares for the ZERRMD 2
purpose of basic earnings hniEF 58
(loss) per share 276,463 276,463
Effect of dilutive potential BEBm T mR
ordinary shares:
Convertible note ARRERE 34,615 -
Weighted average number FTEEREERT (BE)
of ordinary shares for the &Mz
purpose of diluted earnings  fNEF 9
(loss) per share 311,078 276,463
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The weighted average number of shares for the six
months ended 30 September 2003 for the purpose
of basic loss per share has been adjusted for the
effect of share consolidation approved on 23 April
2004.

The computation of diluted earnings per share for
the six months ended 30 June 2004 does not
assume the exercise of the Company’s outstanding
share options as the exercise price of those options
is higher than the average market price for shares
for the period.

No diluted loss per share for the six months ended
30 September 2003 was presented as the exercise
of the potential dilutive ordinary shares would result
in reduction in loss per share.

PROPERTY, PLANT AND EQUIPMENT

During the period from 1 January 2004 to 30 June
2004, the Group spent HK$2,711,000 (six months
ended 30.9.2003: HK$1,047,000) on acquisition of
property, plant and equipment.

During the period from 1 January 2004 to 30 June
2004, the Group disposed of property, plant and
equipment with a carrying amount of
HK$87,122,000 (six months ended 30 September
2008: nil) upon the disposal of subsidiaries.
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9. LOANS RECEIVABLE 9. EWER

The following is the maturity profile of loans LTAREEABEREEHRKE
receivable at the reporting date: SREIEABER

30.6.2004 31.12.2003

—EENF ZET=F

AA=+H +t=ZRA=+—H

HK$°000 HK$’000

FET FEL

Repayable within 3 months =18 A AEE 6,445 9,298
Repayable after 3 months R=EA%E

but within 6 months RANEAREE 58 57
Repayable after 6 months RAEAEE

but within 1 year R—FRNER 118 116

6,621 9,471

Repayable after 1 year N—FREE 1,620 1,778

Total st 8,241 11,249

10. OTHER ASSETS 10. HtbEE

The amount represents the advance to an invested RIEIRE QBN —HENRIERE

company and is unsecured, non-interest bearing R UCER S A R R E

and has no fixed repayment terms. In the opinion FE - MEENER - BT

of the directors, advance will not be required to be ARAFRER - Bt - ZFENR

repaid within the next year. Accordingly, the advance BIERBIE o

is shown as non-current.
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11. DEBTORS, DEPOSITS AND PREPAYMENTS

1. BWERE - TERBENKE

30.6.2004 31.12.2003

—EENF —TT=F

AB=+H +—A=+—H

HK$°000 HK$'000

FET F#ET

Trade debtors Z 5 FEUUR 122,188 102,808

Bills receivable R E® 7,184 11,105
Other debtors and EAb AR R MBI 3RIB

prepayments 15,640 11,078

145,012 124,991

The Group allows a general credit period of one
month to its trade customers except construction
contracts where the Group allows staged payments.
In general, credit will only be offered to customers
in accordance with their financial creditabilities and
an established payment records.

The following is an aged analysis of trade debtors

as at the reporting date:

SEGETESEPZ —RIEERY
RRZE—EAR > MREANZE
FRITTIREA D Z EREZ N -
—RERT  EEREREEPE
BTG 5 E {5 B R A B AR S T
BT -

NTARNEERBREERAESE
WRRR 2 BIA TR

30.6.2004 31.12.2003

—ETNF —TT=
AA=+HA +=ZA=+—H
HK$°000 HK$’000
FET FAET
Current REIEA 84,229 31,484

Overdue by: i@ B

0 - 60 days 0-60 H 29,509 41,671
61— 120 days 61-120 H 2,353 8,883
121 — 180 days 121-180 B 1,869 4,287
Over 180 days tBiE 180 H 4,228 16,483
122,188 102,808
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12. CREDITORS, BILLS PAYABLE AND ACCRUED

12. BARE  BENRBEREARER

CHARGES

30.6.2004 31.12.2003
—EENF —TT=F
ANA=+H +=-A=+—H
HK$’000 HK$'000
FET FEr
Trade creditors B 5 EMNERK 90,892 88,466
Bills payable ENEE 3,103 15,476

Other creditors and HAb B BRI &
accrued charges TEIRE A 114,468 67,712
208,463 171,654

The following is an aged analysis of trade creditors

as at the reporting date:

NTARNEERBREERESE
MERRZ BN MTE -

30.6.2004 31.12.2003
—ZENF —TE=F

AA=t+HA +ZA=+—H

HK$°000 HK$000

FHT FiT

0 - 60 days 0-60 H 61,364 43,914
61— 120 days 61-120 H 16,646 25,036
121 - 180 days 121-180 H 7,302 13,369
Over 180 days #8180 B 5,580 6,147
90,892 88,466

FHEISR & 2004
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13. SHARE CAPITAL 13. BAK
Number
of shares Amount
gk 4= W
‘000 HK$000
Fhg FEr
Shares of HK$0.01 each SRR EESE 0.01 7T
Authorised VEIE 20,000,000 200,000
Issued and fully paid: BETRER
At 1 January 2004, RZZTWMFE—A—H -
shares of HK$0.01 each SREESE 0.017T 5,529,268 55,293
Share consolidation, & & of
shares of HK$0.20 each HFREESAE 0.20 T (5,252,805) -
Capital reduction, BIRAR A -
shares of HK$0.01 each HFREEAE 0.01 T - (52,528)
At 30 June 2004, RZTTWFEA=1H"
shares of HK$0.01 each ~ ERXEIEE 0.01 7T 276,463 2,765

Pursuant to a resolution passed at a special general
meeting held on 23 April 2004, the Company carried
out a capital reorganisation as follows:

(@) consolidated every 20 issued shares of
HK$0.01 each in the capital of the Company
into one share (“Consolidated Share”) of
HK$0.20 each (the “Share Consolidation”).
Accordingly, on the basis of 5,529,268,000
issued shares, the issued share capital of the
Company comprised of 276,463,400 shares
upon the Share Consolidation; and

Interim Report 2004

BER-_ZZNFNA-+=0%
RIRERARERIBORESR - ALQA
ETTRAEANT

(a) M0k (BRE(EE0.01
T EBTEROAHAR(A
et ]) - BREEE0.20
LB A B - itk - K
5,529,268,000/ & #1715
i BRHANE  AARZ
B#1TRZ/5276,463,4008
0



(o)

upon completion of Share Consolidation, the
value of every issued Consolidated Share was
reduced from HK$0.20 into HK$0.01 each by
cancellation of HK$0.19 paid up capital on
each Consolidated Share. As a result of the
capital reduction, on the basis of 276,463,400
issued shares, an amount of HK$52,528,000
from the share capital account was transferred
to the contributed surplus account of the
Company.

cancelled the entire amount of
HK$353,062,000 standing to the credit to the
share premium account of the Company
(“Share Premium Cancellation”);

the credit amount of HK$353,062,000 arising
from the Share Premium Cancellation was
applied to the contributed surplus account of
the Company; and

an amount of HK$356,653,000 was transferred
from the contributed surplus account to the
deficit account of the Company to eliminate
the deficit of the Company of HK$356,653,000
at 26 April 2004, being the effective date of
the capital reorganisation, in accordance with
the bye-laws of the Company and all applicable
laws.

(b)

(c)

(e)

ERERRMHEME  BRE%E
TEMROEEBRBE0.207T
WEAEE0.01T - BERAVR
MIEHEEE0 19T 2 BB
AN oo RAHIR R AR B B
276,463,4008 2 TR (DT -
475152 528 000 7T {E AL AN R
FEARRBZBARRE -

SRS A (ERR P DI
EHRZ22HBREALBE
353,062,0007T ([ &5 0 i
&l

M R B P E 2 B
FRIE 353,062,000 H AR
RBZEABERER + M

IR D RN K P S8 RE
Pl BABRBKRZRALBE
356,653,0007CHE ARRR]Z
EEER - LWEHARTN-F
TEEMA =17} A AIBEAE
A H) 28 ¥ 356,653,000
TR -
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14. RESERVES 14. f#E

Property Currency (Deficit)

revaluation translation retained

Share  reserve legal  Ceptel  reserve Contributed profits
premium % esenes  reseve ERAE wps (BB Totel
RiRE EfEE ARk AKER 0 BRE  SARR  REE <y
HKS000  HKS000  HKS000  HKS000  HK$000  HKS000  HK$000  HK$'000
TRt TET TEL TET  TEr TEL TR TER

At 1 April 2008 R-E2=%NA-A 303062 3743 16,19 - (11,426) - (284,607) 108967
Exchange difference arising on G5 BA

translation of operations o~ ZE L £%

overseas subsidiaries - - - - 568 - - 568
Eflect of change intax rate on HEELNEE

defered tex debited o REZEERETE

revaluation reserve - (319) - - - - - (319
Net loss for the period BhEEE - - - - - - [a98y (37,988
MDSeplember2003  A-EEEASTTR BM0R B 161% Y o (s T
Transfer g5 - - - - - P -

Exchange difference arising on G5 BA
translation of operations o~ ZE L £%

overseas subsidliaries - - - - (208) - - (208)
Netprofitforthe period ST - - - - - -89 89
At 31 December 2003 ROERELCAS-B %3060 %544 16195 37T (11,066) - (3514000 79932
Reduction of share capital ~ FRANR (Hi3# 13)

note 13) - - - - - 5 - 5258

Cancellation of share premium /A EEHHREA

accountand transferto ~ BIARHE

contrbuted surplus account (3 13)

(note 13) (353,062) - - - - 353,062 - -
Transfer fom contrbuted ~ HEABREENGEE

suplus account to defict (13 13)

account (note 18) - - - - - (356,653) 356,653 -
Realised upon the disposal i E—EIHE LA

of a subsidlary pa & - - ) pITY 3410 - W48 3410
Realised upon the partl ~ HE-FEEERF

disposal of an associate Em%Zﬁﬁ - - - - 3 - - 39

Exchange difierence arising on &S5 B AR

translation of operations o~ ZE L E%

overseas subsidlaries - - - - Il - - Ut
Netprofitforthe period ST - - - - - - B 434

At 30 June 2004 R-ETRERA=TE - %44 1140 - (6552 4897 91164 180413




15.

CONVERTIBLE NOTE

On 6 February 2004, the Company entered into a
subscription agreement (the “Agreement”) with a
wholly-owned subsidiary of Karl Thomson Holdings
Limited, a company in which Mr. Lam Kwok Hing,
the Deputy Chairman of the Company, has a
beneficial interest. On 20 May 2004, the Company
issued a convertible note in accordance with the
Agreement for a consideration of HK$30 million to
a wholly-owned subsidiary of Karl Thomson
Holdings Limited. The term of the convertible note
is 2 years from the date of issue and non-interest
bearing. The conversion price is HK$0.20 per share.

. DISPOSAL OF SUBSIDIARIES

On 19 January 2004 and 27 January 2004, the
Group entered into agreements to partially dispose
of its interests in the subsidiaries, Asia Vigour
(Holdings) Limited and Intech Machines Company
Limited which carried out all the Group’s
entertainment production business and wet
processing equipment business respectively. The
disposals were completed on 5 March 2004 and 1
April 2004 respectively, on which date control on
the above subsidiaries was passed to acquirers. The
Group’s remaining interests in the above subsidiaries
were classified as interests in associates.

The results of the entertainment production business
and wet processing equipment business for the
interim period were included in note 3.

15.

16.

TR E
RZZTWMF = ANH » AQRH
BEEEZERERAGZEZENME
NRIETRERZ ([ZHHE]) - &
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ME A e A ER RZTTNF
HAZ+AH - BEZHE  AQF
mEEEEERER QRN EMN
BARBITIRRER  REAE
#30,000,0007T ° AI AR R BT (5
HEREZEFHAE2F (HETEE
HEET) AR A 2. - BB R
AR R0.200T °

HEMBE L
RZZZNE-F+HEM-ZZ
ME—AZ++H XEBEFEH
HHEERMBRARZ EH#E
& BEREEEMARERIER
%2 Asia Vigour (Holdings) Limited
MEFERAREXBES 2 BER
EROHEBRRE - XIDRRF
TNF=ARAM_ZZTNFMNA
—HZEK - WHRE B EREA
RIMEGIES S BYES - EER
FHMBERAT A TEGEEATR
B AR 2 RERS o

IRGEBUEEBANR AR IR RBET
RENZ 2EE BEEMRE3ZA -
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The net assets of above subsidiaries at the date of

MRHEER - LB ARIZEES

disposal were as follows: (EVORNE
HK$'000
FET
Net assets disposed of HEZFEE 35,430
Exchange loss realised B 2 K inEE 3,410
38,840
Interests in associates N RS (21,798)
Gain on disposal HEME K 2,627
Total consideration wIRE 19,669
Satisfied by: RAR
Cash B 19,669
Net cash inflow arising on disposals: HENBARMEEZFRESRA ¢
Cash consideration ReERE 19,669
Bank balances and cash disposed of &7 RITHRRFIR S (3,666)
16,003

The subsidiaries disposed of during the six months
ended 30 June 2004 contributed HK$58,226,000
to the Group’s turnover and HK$4,413,000 to the
Group’s profit from operations.

17. POST BALANCE SHEET EVENT

On 29 July 2004, a wholly-owned subsidiary of Karl
Thomson Holdings Limited has converted the
HK$30 million convertible note into 150,000,000
shares of HK$0.01 each in the Company at a
conversion price of HK$0.20 per share.
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