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MANAGEMENT DISCUSSION AND
ANALYSIS

The board of directors (the “Board”) of China
Haidian Holdings Limited (the “Company”)
hereby announces the unaudited interim results
of the Company and its subsidiaries (collectively
the “Group”) for the six months ended 30 June
2005.

OPERATING RESULTS

For the six months ended 30 June 2005, the
Group recorded an unaudited consolidated
turnover of approximately HK$314,369,000
(2004: HK$149,347,000), representing an
increase of HK$165,022,000 compared with the
corresponding period last year. Unaudited net
loss from ordinary activities attributable to
shareholders for the period was approximately
HK$26,775,000, representing an increase of
HK$9,467,000 from a loss of HK$17,308,000
for the corresponding period last year. The
increase was mainly attributable to the increase
in the operating loss of Seti Timber Industry
(Shenzhen) Company Limited (“Seti Timber”), a
wholly-owned subsidiary of the Group, in the
first half of the year.
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BUSINESS REVIEW
Property Development Business

During the first half of the year, the PRC
Government introduced a series of macro control
policies on the property industry and consumers
became more cautious when purchasing
properties, which led to a slow-down of overall
sales. Nevertheless, Beijing Jing Guan Property
Development Co. Ltd. (“Beijing Jing Guan”), a
wholly-owned subsidiary of the Group, actively
adopted measures on its “Sunpalace Mercury
Garden” development project to minimise the
adverse impact of the Government's macro
control policies. Such measures include
enhancing the supervision of construction quality
through strengthening implementation of site
quality as one of its principal means of attracting
consumers in the market on the construction
front. On the operations front, we adopted
aggressive marketing strategies, and proactively
commenced in works for owner maintenance.
As at 30 June 2005, out of a total of 815 units
in six blocks, namely block nos. 1, 2, 3, 5, 6
and 7, of Sunpalace Mercury Garden, contracts
for 788 units have been entered into, with sales
rate reaching 96% and a total of approximately
RMB800,290,000 has already been contracted
for in respect of sales of properties. However,
according to the new accounting standard, pre-
completion contracts entered into after 31
December 2004 are not recognised until their
completion. Residents of block nos. 3 and 5
have begun to move in since July 2005. During
the period under review, Beijing Jing Guan was
a major source of revenue for the Group.
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Watches and Timepieces Business

During the period under review, operating
results of EBOHR Luxuries International Company
Limited (“EBOHR Luxuries”), a wholly-owned
subsidiary of the Group, achieved a better result
than that of the corresponding period last year.
Despite the challenges and impacts on the
distribution sales of domestically manufactured
watches and timepieces brought about by
imported watches and timepieces in the first
half of the year, EBOHR Luxuries continued to
actively improve its image and product quality,
as well as launching new products, and adopted
a series of effective product promotion and
marketing strategies, and successfully helped to
boost the distribution operations of EBOHR
Luxuries, sales of franchisees and the group
purchase businesses. At the same time, EBOHR
Luxuries implemented a new evaluation system
on its group purchase business, which injected
a new driving force for the development of its
group purchase business, as well as enhanced
its competitiveness.
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Timber Business

During the first half of 2005, under the PRC
Government’s macro control policies, rising
prices of international crude oil, soaring material
prices, and the increasingly intense market
competition, operating environment of Seti
Timber continued to be difficult. During the
period under review, production and sales
volumes of its major products, namely veneers,
medium density fibre boards and technological
woods, were both unsatisfactory, while prices
of major raw and supplementary materials used
in production continued to soar, together with
the impact of rising transportation costs, resulted
in an increasingly complicated environment in
material supply, and directly led to an increase
in production costs and a drop in production
volume. Ultimately, performance of this business
was unsatisfactory and recorded an operating
loss during the period under review.

Property Investment

The factory complex in Dongguan, Guangdong
Province, the PRC; the property on 2nd Lower
Ground Floor, Jin Hua Building, Yan He South
Road, Luohu District, Shenzhen and the office
floor and three shop units on Xianghua Road,
Zhuhai owned by the Group have all been used
for leasing purposes, and continued to generate
stable rental returns.
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FINANCIAL POSITION

Liquidity, Financial Resources and Capital
Structure

As at 30 June 2005, the Group had an
unpledged cash and bank balance of
approximately HK$308,424,000 (31 December
2004: HK$186,826,000). As at 30 June 2005
and 31 December 2004, the Group’'s gearing
ratio, calculated by bank and other loans to
shareholders’ equity was 71% and 68%
respectively.

The Group’s bank loans are all denominated in
RMB. As at 30 June 2005, 9% of the Group's
bank loans (amounting to HK$31,783,000) are
repayable within one year.

Charge on Assets

(1) A bank loan of HK$311,321,000 granted to
Beijing Jing Guan is secured by the land use
rights of the East Part of E Area, Taiyanggong
New District, Chao Yang Qu, Beijing, the PRC
held by Beijing Jing Guan.

(2) Bank loans of HK$28,302,000 and other
banking facilities of Seti Timber are secured
by a time deposit of approximately
HK$791,000 and a piece of land and
together with the buildings erected thereon
in Nanshan District, Shenzhen owned by the
Group with net book value amounting to
approximately HK$121,403,000 as at 30 June
2005.

(3) Time deposit of HK$7,980,000 had been
pledged for mortgage loan facilities granted
by banks to buyers of the Group’s properties
under development.
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Capital Commitments

As at 30 June 2005, the Group had capital
commitments of approximately HK$202,648,000
mainly related to construction costs payable in
respect of the Group’s property development
project in Beijing and the proposed acquisition
of 21% equity interests in Beijing Haidian
Science Park Development Co., Ltd.. The capital
commitments will be satisfied by funds
generated from the sales of properties and the
Group’s available cash.

Contingent Liabilities

During the year, the Group provided guarantees
in favour of certain banks for mortgage loans
granted by the banks to the buyers of the
Group's properties under development to the
extent of approximately HK$289 million in
aggregate. As at the balance sheet date,
mortgages loans in aggregate of approximately
HK$156 million were utilised by the buyers of
the Group’s properties under development.

The Company had no material contingent
liabilities as at the balance sheet date.
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FORMATION OF A JOINT VENTURE

On 27 April 2005, the Company entered into a
conditional agreement with & ¥ KB 5 B R
A &) (Citychamp Dartong Company Limited)
("Citychamp”) to form an equity joint venture,
BN AKBHEEFR 27l (Fuzhou Dartong M&E
Co., Ltd.) ("Dartong”). Pursuant to the
agreement, the Company shall invest a sum of
RMB49,000,000 (equivalent to approximately
HK$46,200,000), for a 49% interests in the
registered capital of Dartong. Dartong is
principally engaged in the manufacture and sales
of enamelled copper wires used in colour
monitors, colour picture tube in televisions,
frequency conversion machinery and air-
conditioning compressors in the PRC. Since its
accession to the World Trade Organisation,
China has become the worldwide manufacturing
and processing centre. Since enamelled copper
wires are crucial to many electrical equipments
such as power generators, machineries and
transformers, demand for enamelled copper
wires is strong. Furthermore, many international
manufacturing enterprises have re-allocated their
plants to the PRC in recent years which
significantly increases the demand for enamelled
copper wires in the PRC. Moreover, Citychamp
and its subsidiaries have been engaged in the
manufacture and sales of enamelled copper
wires in the PRC for over 30 years, and are
equipped with advanced technologies for the
manufacture of enamelled copper wires.
Accordingly, the Board is of the view that the
formation of Dartong with Citychamp will
present an excellent opportunity to the Group
to capture the growth in the PRC's enamelled
copper wires industry. Dartong has commenced
trial production in September 2005, and is
anticipated to extend the Group's source of
revenue upon its commencement of production.
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PROSPECT

For the second half of 2005, the PRC
Government will continue to maintain the
stability and continuation of its macro control
policies, while the PRC economy is expected to
maintain stable growth, property demand in
most regions will be in line with economic
growth. Sales activities of the Sunpalace Mercury
Garden project of Beijing Jing Guan will mainly
be the leasing and sale of shop units of block
no. 4 and the basement car parks and the sale
of block no. 9. The Board believes that Beijing
Jing Guan will continue to generate considerable
revenue for the Group. In addition, the land
and property development business of it = /&
MBI EZR KM BEMR DA (Beijing Haidian
Science Park Development Co., Ltd.), which the
Group proposed to acquire 21% equity interest
therein, will remain stable under the sustained
growth of the Beijing property industry, and is
anticipated to bring a stable source of
investment income to the Group and play a
major role in accelerating the development of
the Group’s PRC businesses.
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In addition, in order to further expand the
Group's property development business, Beijing
Jing Guan acquired 80% equity interests in a
company in the PRC, It R ES EHEMRZHR
A A] (Beijing Xinyang Real Estate Development
Limited) (“Beijing Xinyang”) in July 2005. The
principal business of Beijing Xinyang is the
reconstruction of old buildings on Guangqumen
South Street, Chongwen District in Beijing. The
project has a total planned site area of
approximately 106,100 sq.m., and can be used
for purposes such as offices, commercial and
residential after reconstruction. Due to the
superior location of the reconstruction project
in the city district along Erhuan Road region of
Beijing, where land supply is inadequate, as well
as being adjacent to the Central Business District
of Chaoyang, and situated in the tradition-rich
Chongwen District of Beijing, the site has a
geographical edge in being particularly suitable
for the development of a Beijing-style project.
Furthermore, the comprehensive urban and
transportation facilities in the periphery also
provide significant support to the development
of the project. The Group is confident that as
the PRC economy continues to grow, the income
level of its residents will rise rapidly and
accordingly their residential needs will continue
to enhance. Driven by the PRC having become
a member of the World Trade Organisation and
the hosting of the forthcoming Olympics Games
in 2008, growth potentials of the Beijing
property market will be even more significant.
Hence, the reconstruction project will build a
strong foundation for the ongoing development
of the Group’s property development business
as well as its future profitability.

TEHEREEERAT —ERIFTHEE

N RSB RE - EFAENERE
¥ bR RER _ETRFLAE
ABR—R2F -t REGEME
HEERLAR ([dERER])80% &
A -t R EGTENEEEESN
RIETENEERMBEEC ER
WEIEE ZIEBZHRIBAMEE
#9106,100F 5 oK B 3218 2 7]
RESTE B TEFERAE-BR1
WA EETE B MR 2 IR IRIBE N B
MR R LB 2 IR AF
YR B i ERBR 5 A ok 7 S R A
H-ERF - BEERAMBRNILRERE
ENERESENE TEEAARE/FE
ItERRKEENMEES mMARE
BHERBREES ATEB MR
REETEAIF - ANEBRE BE
BHAEEFERR BRIRAKER
A2Rs BERYEBEKEZRTHIZ
Frihn R BAK At B AR 4K B K BT
BER —_TENFRESHNTEE
T IAREHENERBIBERE
Rewith ZNEEHERABASEZ
EHERBEEBFEEREREKN
BFFT T ER-

"



p—

"-F_~"l-q._

In relation to its watches and timepieces
business, products from overseas competitors
will continue to flow into the PRC market,
capturing a relative share of market, the
operating environment for traditional domestic
manufacturers of watches and timepieces will
become more and more challenging. In addition,
affected by rising materials costs, and the
continuous competition from manufacturers in
the industry, the focus of EBOHR Luxuries in
the second half of the year will be to enhance
its group purchase business, introduce new
products to the market and negotiate with
international brandnames for possible agency
businesses, as well as continue to enhance the
efficiency of new product developments and
improve product quality and service standard,
upgrade brand image and brand reputation, and
to diversify its products (including developing
new products for its “JUMBO" series) so as to
maintain its quality and pricing competitiveness.
The Group believes that under these strategies,
sales of its watches and timepieces business will
achieve greater growth compared to the first
half of the year.

For the timber business, since it is unlikely that
the external uncertainties would clear in the
short future, the challenges and difficulties faced
by Seti Timber will be equally severe as last year.
The Board anticipates that its implementation
of stringent cost control and product structure
realignment strategies will achieve better
efficiencies on the overall performance in the
second half of 2005.
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All in all, the Group has advanced a significant
step towards diversification, and at the same
time will continue to explore business
opportunities so as to strengthen the foundation
for ongoing growth as well as to provide fruitful
returns for its shareholders.

EMPLOYEES AND REMUNERATION
POLICY

As at 30 June 2005, the Group has
approximately 2,490 full-time staff in Hong Kong
and the PRC. The remuneration packages offered
to the employees are determined and reviewed
on an arm’s length basis with reference to the
market condition and individual performance.
The Group also provides other benefits to its
employees, including year end double pay,
medical insurance and retirement benefits, and
incentive bonus are offered with reference to
the Group’s operating results and employees’
individual performance. All employees of the
Group in Hong Kong have joined the provident
fund schemes.

INTERIM DIVIDEND

The Board has resolved not to distribute an
interim dividend for the six months ended 30
June 2005 (2004: nil).
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 30 June 2005, the interests or short
positions of the directors and chief executive in
the share capital and underlying shares of the
Company or its associated corporations (within
the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")), as recorded in
the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed
Issuers (the “Model Code”), were as follows:

EERFTETRAEBRKRGO KM
BROzEDRKE

RZZBZERFRNA=TH BERA
REEZRBEHN ((BEHRHE
BBl 352 MEFEZECMA
R EERITBITRAEBRARA
SEBBAE (ERRESFRPERK
FIZEXVER) 2 R AR BB P HE
HERBEBLENETAEFTETES
RSMFESTH ([RETR]) Ng
ARRIREBEBRAZXZAERRA A
(TBEZZPT])) 2 ERBORB AT :

Long positions in ordinary shares of the ZARAFEZERZFE:
Company:
Percentage of
Capacity Number  the Company’s
and nature of ordinary issued share
Name of director of interest shares held capital
EARLE
=270 FREAER BRITRE
EEps EEME # R Aok
Hon Kwok Lung BEE Through a controlled 625,393,515 40.48
corporation (note)
FRZEHRA ()
Lam Suk Ying OB Through a controlled 625,393,515 40.48
corporation (note)
FRZTEHRAE ()
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES
(continued)

Note:

Mr. Hon Kwok Lung holds 50% and his wife, Ms.
Lam Suk Ying holds 20% interests in Sincere View
International Limited ("Sincere View") which is the
controlling shareholder of the Company holding
625,393,515 shares of the Company.

Mr. Hon Kwok Lung and Ms. Lam Suk Ying are
deemed to have an interest in the same parcel of
shares of 625,393,515 held by Sincere View.

Save as disclosed above, as at 30 June 2005, no
person had registered an interest or short
position in the shares and underlying shares of
the Company or any of its associated
corporations that was required to be recorded
pursuant to 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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SUBSTANTIAL SHAREHOLDERS' INTERESTS
IN SHARES AND UNDERLYING SHARES

As at 30 June 2005, the following persons hold
interests of 5% or more of the issued share
capital of the Company, as recorded in the
register of interests required to be kept by the
Company pursuant to Section 336 of the SFO:

FERRAROREBRSG 2%
&

RZZBZRFRAA=+TH BEEAR
AIREE 77 M B RHI £ 336K 1F &
ZEmBECMAREE THALRE
RRAEBHITHRAS%HIA L :

Long position: HR:
Percentage of
Capacity Number  the Company’s
and nature of ordinary issued share
Name of shareholder of interest shares held capital
EARLE
FH R FEEER BRITRE
RREH EEME # R Aok
Sincere View E= Directly 625,393,515 40.48

beneficially owned
BERERER

Save as disclosed above, as at 30 June 2005, no
other person, other than those set out in the
section headed “Directors’ And Chief Executive's
Interests And Short Positions in Shares And
Underlying Shares” above, had registered an
interest or short position in the shares and
underlying shares of the Company that was
required to be recorded pursuant to Section 336
of the SFO.

BEXHEEEINR-_TEZTRFNA
“tH BREEZHEREXEEZER
FTETHRAEBRRMDREBERG Z
BERKE | —fz AL BEE(T
MATREADFRSD REBERG P
ERBEEAREESRBEIELE
336 T AR 2 ERmFA B
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CODE ON CORPORATE GOVERNANCE
PRACTICES

In the opinion of the directors, the Company
complied with all the code provisions in the
Code on Corporate Governance Practices (the
“Code") as set out in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) throughout the
six months ended 30 June 2005, except with
the details disclosed below:—

Code A.2.1

Code A.2.1 stipulates that the division of
responsibilities between the chairman and chief
executive officer should be clearly established
and set out in writing. The Company has clearly
defined the division of duties and responsibilities
between chairman and chief executive officer
in writing, which was approved and adopted by
the Board at the meeting held on 23 August
2005.

Code A.4.1

Code A.4.1 stipulates that non-executive
directors should be appointed for a specific term,
subject to re-election. The non-executive director
of the Company, Ms. Sit Lai Hei (“Ms. Sit”) and
one of the independent non-executive directors
of the Company, Mr. Li Qiang (“Mr. Li") had
no fixed term of office prior to 23 August 2005,
but retired from office on a rotational basis in
accordance with the relevant provisions of the
Company’s Articles of Association.

To comply with the code A.4.1, Ms. Sit and Mr.
Li were appointed for a specific term at the
Board Meeting of the Company held on 23
August 2005 which shall continue until 17
November 2006, but subject to the rotation
provision of the Company’s Articles of
Association and shall retire at least once every
three years.
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Code A.5.4

Code A.5.4 stipulates that the board of directors
should establish written guidelines on no less
exacting terms than the Model Code for
Securities Transactions by Directors of Listed
Issuers for relevant employees in respect of their
dealings in the securities of the Company. The
Company has established written guidelines for
the relevant employees in respect of their
dealings in the securities of the Company and
such guidelines were approved and adopted by
the Board at a meeting held on 23 August 2005.

Code B.1.1 and C.3.3

Code B.1.1 stipulates the establishment of a
remuneration committee with specific written
terms of reference as set out in the code
provision, and code C.3.3 stipulates that the
terms of reference of the audit committee should
include at least those duties as set out in the
code provision.

At a board meeting of the Company held on 23
August 2005, a Remuneration Committee with
specific written terms of reference has been
established and the terms of reference of the
Audit Committee has been revised in order to
comply with the above code provision.

Code D.1.2

Code D.1.2 stipulates that an issuer should
formalise the functions reserved to the board
and those delegated to management. The
Company has clearly set out in writing the
respective functions and responsibilities reserved
to the board of directors and those delegated
to management, which were approved and
adopted by the Board at a meeting held on 23
August 2005.
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Code E.1.2

Code E.1.2 stipulates that the chairman of the
board of directors should attend the annual
general meeting of the Company. The Chairman
of the Board was unable to attend the annual
general meeting of the Company held on 27
May 2005 because of a business trip outside
Hong Kong.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as
the Company’s code of conduct for dealings in
securities of the Company by the directors.
Based on specific enquiry of the Company’s
directors, the directors have complied with the
required standards set out in the Model Code
throughout the six months ended 30 June 2005.

REMUNERATION COMMITTEE

The Company has established a remuneration
committee (the “Remuneration Committee”) on
23 August 2005 in compliance with the Listing
Rules, terms of reference of which have been
adopted by the Board of the Company are
consistent with the requirements of the Code
on Corporate Governance Practices. The
Remuneration Committee currently comprises
three independent non-executive directors, Mr.
Fung Tze Wa (the Chairman of the Committee),
Dr. Kwong Chun Wai, Michael and Mr. Li Qiang,
the Chairman of the Board, Mr. Hon Kwok Lung
and the Chief Executive Officer, Mr. Shang
Jianguang.

TEHEREEERAT —ERIFTHEE
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AUDIT COMMITTEE

The audit committee comprises the three existing
independent non-executive directors of the
Company. The audit committee of the Company
has reviewed the accounting principles and
practices adopted by the Group and discussed
the internal control and financial reporting
matters including the review of the unaudited
interim financial statements for the six months
ended 30 June 2005.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company, nor any of its subsidiaries
purchased, sold or redeemed any of the
Company’s listed shares during the period under
review.

APPRECIATION

On behalf of the Board, | would like to take this
opportunity to express my gratitude to the
management and all colleagues for their
dedications and contributions. The Group will
continue to endeavour to strengthen its existing
business while actively explore new businesses
with potentials so as to generate satisfactory
returns for our shareholders and investors.

BY ORDER OF THE BOARD
Hon Kwok Lung
Chairman

Hong Kong, 23 September 2005
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CONDENSED CONSOLIDATED PROFIT

AND LOSS ACCOUNT

For the six months ended 30 June 2005

TURNOVER

Cost of sales

Gross profit
Other revenue
Selling and distribution costs

Administrative expenses
Other operating expenses, net

LOSS FROM OPERATING ACTIVITIES
Finance costs

LOSS BEFORE TAX
Tax

LOSS FOR THE PERIOD
Attributable to:

Equity holders of the parent
Minority interests

LOSS PER SHARE
Basic

Diluted

LES

HEMK

£

A
HERDHRA
THER
EEERRFR
REFR
HBER

BRAER
RA

FHEER
ATALES:

BRARAREA
SERRER

BRER
X

B

TEHEREEERAT —ERIFTHEE

BHRRSEER

BE_FFERFNA=ZFHALENEA

For the six months ended 30 June
BZAB=THLAEAR

2005 2004

ZEZnf “TENE

(Unaudited) (Unaudited)

(REER) (REBER)

Notes HK$'000 HK$'000
fist BETT EEFT
4 314,369 149,347
(271,668) (113,353)

42,701 35,994

4 2,779 3,851
(27,920) (21,032)
(30,062) (25,514)
(1,688) (5,242)
5 (14,190) (11,943)
6 (1,216) (3,889)
(15,406) (15,832)
7 (11,369) (1,476)
(26,775) (17,308)
(26,775) (17,308)
(26,775) (17,308)

9 HK(1.73) cents

HK(1.12) cents &1l

N/A FE A

N/A 1@ R
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CONDENSED CONSOLIDATED
BALANCE SHEET
30 June 2005

BRREEERMER

—EFRFAAZA

30 June 31 December
2005 2004
—EZLE —EERE
~AB=1H +ZR=+-H
(Unaudited) (Restated)
(RBERK) (&51)
Notes HK$'000 HK$'000
o3 BETT BETTT
NON-CURRENT ASSETS k¥RBEE
Fixed assets; EEEE: 10
Property, plant and equipment VENTNES 173,671 229,810
Investment properties BEME 37,111 84,971
Prepaid land lease payments BN HHEERE 10 52,845 54,225
Goodwill HE 4,816 4816
Interests in associates FihB e D RER - -
Available-for-sale investments HERE 11 30,812 -
Investment securities REZES - 20,240
Long term investments KBRS - 3,477
Properties under development EERNE 12 39,861 61,503
Prepayments and deposits BNRERES 13 86,512 2,626
Deferred tax assets EERBEEE 1,000 1,000
427,288 462,668
CURRENT ASSETS RBEE
Properties under development FRANE 12 259,022 289,102
Inventories 78 14 106,740 95,295
Trade receivables B U BR 3% 15 29,728 17,480
Securities held at fair value R TEA
through profit or loss RN BB EF 23,403 -
Short term investments SHRE - 12,792
Prepayments, deposits and BENFE ek
other receivables H i U FR 13 84,364 68,539
Pledged deposits BEATR 16 8,771 4,845
Cash and cash equivalents BehBReEEY 16 308,424 186,826
820,452 674,879
CURRENT LIABILITIES REBEE
Trade payables IR 17 157,554 89,989
Deposits received from customers  EREFKE 157,216 91,516
Other payables and accruals Hit AR REFER 95,740 91,881
Tax payable FERFIA 12,818 16,896
Interest-bearing bank and BHEAFERITR
other borrowings, secured Hirfg & 18 31,783 28,269
Due to related companies ENEBEERAIRK - 3,374
455,111 321,925
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CONDENSED CONSOLIDATED
BALANCE SHEET (continued)

30 June 2005

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Interest-bearing bank and

other borrowings, secured
Due to an associate

CAPITAL AND RESERVES

Equity attributable to equity
holders of the parent

Issued capital

Reserves

Minority interests

RBEEFE
REERRBAR
F¥RBERE

BEMHFERTR
EffE®

N —RBERRRR

BEARGE
BRABRARAA
el R
BRTHEA

i

SERRES

TEHEREEERAT —ERIFTHEE

BHEAEEEREBEX (&)

—EFRFAAZHA

30 June 31 December

2005 2004

g3 3 “ZEME

~AA=TH +-A=1+-8

(Unaudited) (Restated)

(REBERK) (E5)

Notes HK$'000 HK$'000
e BEFT BB
365,341 352,954

792,629 815,622

18 311,321 310,959
- 3,649

311,321 314,608

481,308 501,014

154,483 154,483

19 324,704 344,410
479,187 498,893

2,121 2,121

481,308 501,014
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F e S
CONDENSED CONSOLIDATED EHSGERESBRER
STATEMENT OF CHANGES IN EQUITY HE-—TEREAA=+AILAEA

For the six months ended 30 June 2005

For the six months ended 30 June

BEAA=tHLEAEA

2005 2004
g 3% 3 ZZENE
(Unaudited) (Restated)
(RRER) (E3)
Notes HK$'000 HK$'000
fit it BT BETT
Total equity at beginning of HOZREAHE:
period:
As previously reported as equity PHAZHRABRA 498,893 487,400
As previously reported separately ~ FAIERIZHAEDH
as minority interests BEER 2,121 9,246
501,014 496,646
Opening adjustment i) R 1,2 (2,925) -
As restated EL] 498,089 496,646
Changes in equity during TERAES:
the period:
Exchange realignments ERAZ 19 (22) (23)
Changes in fair values of HERELTE
available-for-sale investments ZEE 19 10,016 -
Net income recognised directly BEERRAER
in equity ZHEFE 508,083 496,623
Loss for the period ABREER 19 (26,775) (17,308)
Total equity at end of period HAZRAEE 481,308 479,315
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CONDENSED CONSOLIDATED CASH HHSERERER
FLOW STATEMENT HE-TTREANA=+HIAEA
For the six months ended 30 June 2005

For the six months ended 30 June

BEAA=tHLEAEA

2005 2004
g3 3 “EENRE
(Unaudited) (Unaudited)
(REER) (REERZ)
HK$'000 HK$'000
BETT BT
NET CASH INFLOW/(OUTFLOW) R&EBzHERA/
FROM OPERATING ACTIVITIES (W) B8 123,376 (71,014)
NET CASH OUTFLOW FROM RE¥BzHE
INVESTING ACTIVITIES FLFE (7,623) (106,938)
NET CASH INFLOW FROM MEFBH2HERA
FINANCING ACTIVITIES FH 9,614 32,447
NET INCREASE/(DECREASE) IN BeRBEEEYL
CASH AND CASH EQUIVALENTS  #1i1,/ (H4) B&E 125,367 (145,505)
Cash and cash equivalents at Rz He R e
beginning of period ZEM 183,057 320,342
CASH AND CASH EQUIVALENTS REXZzHE&RK
AT END OF PERIOD BEEEY 308,424 174,837
ANALYSIS OF BALANCES OF BERBELEEY
CASH AND CASH EBH2 D
EQUIVALENTS
Cash and bank balances BeRBTERE 83,109 174,837
Non-pledged time deposits with BERRITZSHAR
original maturity of less than AR EER
three months when acquired EHER 225,315 -
308,424 174,837
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NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL

STATEMENTS
30 June 2005

26

BASIS OF PREPARATION AND ACCOUNTING
POLICIES

The condensed consolidated interim financial
statements are prepared in accordance with Hong
Kong Accounting Standard (“HKAS") 34 “Interim
Financial Reporting”. The accounting policies and
basis of preparation adopted in the preparation
of the interim financial statements are the same
as those used in the annual financial statements
for the year ended 31 December 2004, except in
relation to the following new and revised Hong
Kong Financial Reporting Standards (“HKFRSs”,
which also include HKASs and Interpretations) that
affect the Group and are adopted for the first
time for the current period’s financial statements:

(a) HKAS 17 “Leases”

In prior periods, leasehold land and buildings
held for own use were stated at cost less
accumulated depreciation and any impairment
losses.

Upon the adoption of HKAS 17, the Group's
leasehold interest in land and buildings is
separated into leasehold land and leasehold
buildings. The Group’s leasehold land is
classified as an operating lease, because the
title of the land is not expected to pass to the
Group by the end of the lease term, and is
reclassified from fixed assets to prepaid land
lease payments, while leasehold buildings
continue to be classified as part of fixed assets.
Prepaid land lease payments under operating
leases are initially stated at cost and
subsequently amortised on the straight-line
basis over the lease term. When the lease
payments cannot be allocated reliably between
the land and building elements, the entire
lease payments are included in the cost of the
land and buildings as a finance lease in fixed
assets.
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1. BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

(a)

(b)

TEEREEERAR

HKAS 17 “Leases” (continued)

This change in accounting policy has had no
material effect on the condensed consolidated
profit and loss account and accumulated
losses. The comparatives on the condensed
consolidated balance sheet for the year ended
31 December 2004 have been restated to
reflect the reclassification of leasehold land.

HKAS 32 “Financial instruments: Disclosure
and presentation” and HKAS 39 “Financial
instruments: Recognition and measurement”

In prior periods, the Group classified certain
of its investments in equity securities as
investment securities and long term
investments, which were held for non-trading
purpose and were stated at cost, and the
Group’s share of the investee company’s net
asset value at the time of its reclassification
from a subsidiary to a long term investment
in the prior period, respectively, less any
impairment losses.

Upon the adoption of HKAS 32 and HKAS 39,
these securities are classified as available-for-
sale investments. Available-for-sale investments
are those non-derivative investments in listed
and unlisted equity securities that are
designated as available-for-sale or are not
classified in any of the other categories of
financial assets as defined in HKAS 39. After
initial recognition, available-for-sale
investments are measured at fair value with
gains or losses being recognised as a separate
component of equity until the investment is
sold, collected or otherwise disposed of or
until the investment is determined to be
impaired at which time the cumulative gain
or loss previously reported in equity is included
in the profit and loss account.
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1. BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

(b)

28

HKAS 32 “Financial instruments: Disclosure
and presentation” and HKAS 39 “Financial
instruments: Recognition and measurement”
(continued)

The fair value of investments that are actively
traded in organised financial markets is
determined by reference to quoted market bid
prices at the close of business on the balance
sheet date. For investments where there is no
active market, fair value is determined using
valuation techniques. Such techniques include
using recent arm’s length market transactions;
reference to the current market value of
another instrument which is substantially the
same; and discounted cash flow analysis and
option pricing models.

When the fair value of unlisted equity
securities cannot be reliably measured because
(1) the variability in the range of reasonable
fair value estimates is significant for that
investment, or (2) the probabilities of the
various estimates within the range cannot be
reasonably assessed and used in estimating
fair value, such securities are stated at cost.

The Group assesses at each balance sheet date
whether there is any objective evidence that
an available-for sale investment is impaired as
a result of one or more events that occurred
after the initial recognition of the assets (“loss
events”), and that the loss event has an impact
on the estimated future cash flows that can
be reliably estimated.

If there is objective evidence of impairment,
the cumulative loss that had been recognised
directly in equity shall be removed from equity
and recognised in the profit and loss account.
The amount of the loss recognised in the profit
and loss account shall be the difference
between the acquisition cost and current fair
value, less any impairment loss on that
available-for-sale investment previously
recognised in the profit and loss account.
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1. BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

(b)

(c)

TEEREEERAR

HKAS 32 “Financial instruments: Disclosure
and presentation” and HKAS 39 “Financial
instruments: Recognition and measurement”
(continued)

The effects of the above changes are
summarised in the note 2 to the condensed
consolidated interim financial statements. In
accordance with the transitional provisions of
HKAS 39, comparative amounts have not been
restated.

In addition, certain investments in equity
securities held for trading purposes were
classified in prior periods as short term
investments and were stated at their fair values
on the basis of their quoted market prices at
the balance sheet date on an individual
investment basis. Upon the adoption of
HKAS 32 and HKAS 39, these investments are
classified as securities held at fair value
through profit or loss. There has been no
material change in accounting treatments for
these investments and accordingly no effect
on the condensed consolidated profit and loss
account and accumulated losses as a result of
this reclassification.

HKAS 40 “Investment property”

In prior periods, changes in the fair values of
investment properties were dealt with as
movements in the investment property
revaluation reserve. If the total of this reserve
was insufficient to cover a deficit, on a
portfolio basis, the excess of the deficit was
charged to the profit and loss account. Any
subsequent revaluation surplus was credited
to the profit and loss account to the extent of
the deficit previously charged.
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BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

(c)

(d)

HKAS 40 “Investment property” (continued)

Upon the adoption of HKAS 40, gains or losses
arising from changes in the fair values of
investment properties are included in the profit
and loss account in the year in which they
arise. Any gains or losses on the retirement or
disposal of an investment property are
recognised in the profit and loss account in
the year of the retirement or disposal.

The adoption of HKAS 40 has had no material
impact on the condensed consolidated profit
and loss account and accumulated losses.

Investment property is now presented
separately on the face of the balance sheet.
Comparative amount has been reclassified to
conform with the current period's
presentation.

HKFRS 3 “Business combinations” and HKAS
36 “Impairment of assets”

In prior periods, goodwill arising on
acquisitions prior to 1 January 2001 was
eliminated against consolidated capital reserve
in the year of acquisition and was not
recognised in the consolidated profit and loss
account until disposal or impairment of the
acquired business.

Goodwill arising on acquisitions on or after 1
January 2001 was capitalised and amortised
on the straight-line basis over its estimated
useful life and was subject to impairment
testing when there was any indication of
impairment. Negative goodwill was carried in
the balance sheet and was recognised in the
consolidated profit and loss account on a
systematic basis over the remaining average
useful life of the acquired depreciable/
amortisable assets, except to the extent it
related to expectations of future losses and
expenses that were identified in the acquisition
plan and that could be measured reliably, in
which case, it was recognised as income in
the consolidated profit and loss account when
the future losses and expenses were
recognised.
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1. BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

(d)

(e)

TEEREEERAR

HKFRS 3 “Business combinations” and HKAS
36 “Impairment of assets” (continued)

Upon the adoption of HKFRS 3 and HKAS 36,
goodwill arising on acquisitions is no longer
amortised but subject to annual impairment
review or more frequently if events or changes
in circumstances indicate that the carrying
values may be impaired. Any impairment loss
recognised for goodwill is not reversed in a
subsequent period.

The transitional provisions of HKFRS 3 have
required the Group to eliminate at 1 January
2005 the carrying amounts of accumulated
amortisation with a corresponding entry to the
cost of goodwill. Goodwill previously
eliminated against consolidated reserve
remains eliminated against consolidated
reserve and is not recognised in the profit and
loss account when all or part of the business
to which the goodwill relates is disposed of
or when a cash-generating unit to which the
goodwill relates become impaired.

The effects of the above changes are
summarised in note 2 to the condensed
consolidated interim financial statements. In
accordance with the transitional provisions of
HKFRS 3, comparative amounts have not been
restated.

HK Interpretation 3 “Revenue — Pre-completion
contracts for the sale of development
properties”

Properties under development are stated at
cost which includes all development
expenditure, interest charges and other costs
directly attributable to such properties.

—ERRFEHRHRE
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1. BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

(e)

32

HK Interpretation 3 “Revenue — Pre-completion
contracts for the sale of development
properties” (continued)

Properties under development which have
been sold prior to completion (“pre-sold”) on
or before 31 December 2004 are stated at
cost plus attributable profits less any
foreseeable losses, and deposits and
instalments received. The total estimated profit
of such properties is apportioned over the
entire period of construction to reflect the
progress of the development. On this basis,
profit recognised on the pre-sold portion of
the properties is calculated by reference to
the proportion of construction costs incurred
up to the balance sheet date, to the estimated
total construction costs to completion, but is
limited to the amount of sales deposits and
instalments received and with due allowance
for contingencies.

HK Interpretation 3, which is effective for the
pre-completion contracts for sale of
development properties entered into on or
after 1 January 2005, generally requires
revenue from the sale of properties to be
recognised when the significant risks and
rewards of ownership of the properties have
been transferred to the buyers and the Group
maintains neither managerial involvement to
the degree usually associated with ownership,
nor effective control over the properties sold,
which is usually at the time when the Group
has no further substantial acts to complete
under the contracts.

The Group has not applied HK Interpretation
3 retrospectively to pre-completion contracts
for the sale of development properties entered
into before 1 January 2005 in these condensed
consolidated interim financial statements.
Should the Interpretation be adopted
retrospectively in these interim financial
statements, the turnover and cost of sales for
the sale of properties for the period would be
amounted to approximately HK$163,240,000
and HK$122,212,000, respectively.
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2. SUMMARY OF THE IMPACT OF CHANGES IN
ACCOUNTING POLICIES

(i) Effect on opening balance of total equity at 1
January 2005

Opening adjustment: ERF R
HKAS 39 — Available-for-

sale investments

(ii) Effect on loss after tax for the six months
ended 30 June 2005 (estimated)

HKFRS 3 — Amortisation

of goodwill — B
Decrease in loss per share: SR EEM 4 :

Basic AR

Diluted e

There has been no effect on the loss after tax
for the six months ended 30 June 2004 as a
result of the adoption of new and revised
HKFRSs as set out in note 1 above.

TEHEREEERAT —ERIFTHEE

FE G EAFE 395
—AHERE

BIBRRESDIKERE

() H—ZFLZnF—HA—HHYRE
HEBRZTE

Increase in
accumulated

losses

ZEEEEM

Note HK$'000
B &t B FT

1(b) 2,925

(i) EE—FFERFNA=+HIE
NEA B HEERZ & (FAat)

Decrease in
loss after tax
BRBEBERD
HK$°000

B FT

BB 5 R A I 35%

292

HKO0.02 centi il

N/A 38 A

BRAR & STP 521 PR 83T AT R AR 8
RIEAMBHRRENHEE T
ZNERA=ZTHIERERZE
BERBEBATEZE-
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3. SEGMENT INFORMATION

The Group's segment information is presented by
way of two segment formats: (i) on a primary
segment reporting basis, by business segment; and
(ii) on a secondary segment reporting basis, by
geographical segment.

The Group's operating businesses are structured
and managed separately, according to the nature
of their operations and the products and services
they provide. Each of the Group’s business
segments represents a strategic business unit that
offers products and services which are subject to
risks and returns that are different from those of
the other business segments. Summary details of
the business segments are as follows:

(a) property development;

(b) manufacture and distribution of watches and
timepieces;

(c) manufacture and distribution of timber
products;

(d) property investment; and

(e) corporate and others segment, comprising
corporate income and expense items and other
businesses.

In determining the Group’s geographical segments,
revenues are attributed to the segments based on
the location of the customers.

3. 2EEHR
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3. SEGMENT INFORMATION (continued)
(a) Business segments

The following table presents revenue and
profit/(loss) for the Group’s business segments.

3. Z7EEHR (#)
(@) XEAH

TREJAEEREB AR ZI
ARER,/ (BR) -

Watches and
timepieces Property investment  Property development Timber products Corporate and others Consolidated
HRRRHER NERE NEER AHER AEREL &4
Six months Six months Six months Six months Six months Six months
ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June
HERAZTA HERAZTA HERAZTA HERAZTA HERAZTA BEARZTH
tAER 78R 78R 78R EAER 78R
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
C$PRE _TIMS C9IF CTIMF CRREEF _TIMF C9RRF _TIOF C9REF CTINF CRRIEF CTREF
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (RUER) (REER) (REEH) (RBER) (REEH) (REER) (ROER) (REBK) (ROER) (REER) (RUER)
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000
BEFn  EETT BRTR BETTL EMTR BETT BMFn EETn BETR BT RETR AN
Segment revenue: ARMA:
Sales to extemal ANREP
customers #E 56,006 51,648 1,939 1928 158487 - 95,438 94,951 1 - M3 14857
Interest income EEON 7 160 - -1 405 n 110 436 s 200 820
Other revenue EfHA m 2 - 5 - - 2,09 3,755 565 89 2,119 3851
Total 3t 56,203 51,810 1,939 1,933 160,006 405 97,552 98,816 1,448 B4 348 153,198
— — — — — — — — — — — —
Segment results AREE 5,005 856 9 2213) 15197 15 (19682)  (2728) (14807)  (8013) (141%0) (11,943 )
— ——— — — — — — — —
Finance costs B%ER (1216)  (3889)
Loss before tax RRNEE (15406) (15832
Tax i (11369)  (1476)
Net loss for the period BREESE (26775) (17308
— —
FESREEERAT —BRAFTHRE 35
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3. SEGMENT INFORMATION (continued)
(b) Geographical segments

The following table presents revenue regarding
the Group's geographical segments.

Hong Kong
58
Six months
ended 30 June
BZRA=tHLAEA

3. 2EER (&)
(b) tt @ 5 #

TREJNAEE LM E B2 W

Ao
Elsewhere in the PRC Consolidated
TEEMBE &8

Six months Six months

ended 30 June
BEAA=THLAEA

ended 30 June
BEAA=THLREA

2005 2004 2005 2004 2005 2004
—EERF -—TTQNEF BT -—FTTWNE ZZTIRE _—ZTIQNE
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBER) (REER) (RBBR) (REER) (REER) (REEZ)
HK$'000 HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
BEFT  AEFT  EEFm AT BEFTR  AEETI

Segment revenue: AEPA:
Sales to external customers MANREEHE 23,222 23,889 289,095 124,638 312,317 148,527
Interest income Y ON 436 145 1,616 675 2,052 820
Total turnover BUEH 23,658 24,034 290,711 125,313 314,369 149,347
Other revenue Etolia 565 - 2,214 3,851 2,779 3,851
Total revenue gl 24,223 24,034 292,925 129,164 317,148 153,198

36
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4. TURNOVER AND REVENUE

Turnover represents the net invoiced value of
goods sold, after allowances for returns and trade
discounts, an appropriate proportion of revenue
from sales of properties under development,
interest income and rental income received and

receivable.

An analysis of turnover and other revenue is as

follows:

Turnover

Sale of goods

Sale of properties
Gross rental income
Interest income

Other revenue

PRC value-added tax refund

Dividend income from listed
investments

Others

TEHEREEERAT —ERIFTHEE

4. EEHERKA

BERBEDENREERE SR
EHERBERFE LEERTYE
PRSI A ZBEE L] AR B M % fE

WOR B WA K & WA

BEEREMBAZATMT:

For the six months
ended 30 June
BEZX<A=1+HILAXMEA

2005 2004
—ZEZTHF —ETNFE
(Unaudited) (Unaudited)
(REERZ) (REEHEZ)
HK$’000 HK$'000
BETT BEFT
BER
BEmigE 150,670 146,598
Y HE 158,487 -
A N L 3,160 1,929
B A 2,052 820
314,369 149,347
Hablg A
B ER R 864 3,225
EWREZREKRA
170 -
= 1,745 626
2,779 3,851
317,148 153,198
37
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5. LOSS FROM OPERATING ACTIVITIES 5. REBE
The Group’s loss from operating activities was AEEZEEBBENR (GEA)
arrived at after charging/(crediting) the following: T3 &8 :
For the six months
ended 30 June
BEXA=+tALXER
2005 2004
—EBEHF —ZTMmF
(Unaudited) (Restated)
(REEZ) (E751)
HK$°000 HK$'000
BEFT BT
Depreciation e 10,065 11,408
Amortisation of prepaid land Ta £ A & IR
lease payments N 1,380 1,543
Gain on disposal of fixed assets & B E & E W (1,563) (39)
Provision for inventories GTERE 7,534 3,298
Amortisation of goodwill R - 292
6. FINANCE COSTS 6. MKER
For the six months
ended 30 June
BEXA=+tALXER
2005 2004
—BERF —ETNF
(Unaudited) (Unaudited)
(REEZ) (REgFEZ)
HK$°000 HK$'000
BEFT BT
Interests on bank and other BRAFANEBHER
loans wholly repayable fEﬁ&EﬁﬁE B
within five years 2R B 1,216 3,889

38 Interim Report 2005 CHINA HAIDIAN HOLDINGS LIMITED



TEEREEERAR

—

7. TAX

No provision for Hong Kong profits tax has been
made as the Group did not generate any
assessable profits arising in Hong Kong during the
period (2004: Nil). The subsidiaries established in
the PRC are subject to income taxes at tax rates
ranging from 15% to 33%. Certain of the
Company’s subsidiaries established in the PRC
enjoyed income tax exemptions and reductions,
in accordance with the relevant tax rules and
regulations in the PRC.

Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the
countries in which the Group operates, based on
existing legislation, interpretations and practices
in respect thereof.

Current — PRC corporate income tax BI1HI — B> 288

DIVIDEND

The directors do not recommend the payment of
an interim dividend for the six months ended 30
June 2005 (2004: Nil).

LOSS PER SHARE

The calculation of basic loss per share is based on
the net loss attributable to the equity holders of
the parent for the period of HK$26,775,000
(2004: HK$17,308,000), and the 1,544,831,000
(2004: 1,544,831,000) ordinary shares in issue
during the period.

Diluted loss per share amounts have not been

disclosed as no diluting events existed during these
periods.

—ERRFEHRHRE

7.

8.

BiIR

HRARNEERBRT EREBELET
A ERFBREF ML BB SR EH
EHEE (ZZTNFE &) - EHEH
L2 B ARIEIRI5%E33% /M E
B TSR - R iE BB B %R Al
ERE AAEETFTRF B
BARAZEEMEHHERINREE
%o

H 382 2 AR ik M B0 IR Th IR AR 5
EREXB2BARIRITRE RE
B ZBRITE RERBEIFE-

For the six months
ended 30 June
BEANA=tHLEXMEA

2005 2004
—EERF ZZTNF
(Unaudited) (Unaudited)
(REER) (REEHEZ)
HK$’000 HK$'000
EB¥FT BT T
11,369 1,476

9=

EEVTEERBEE_STRAEAA
=+ HIEANEARMNEMF RS
ZETNF E) -

. BRER

EREAREBIZBABEETQRR
A5H AL E1BF 26,775,000
T (ZZZT P4 17,308,000/ 7T) &
AHEE B BT EBR1,544,831,000
f% (ZZZ PO+ 1,544,831,0000%) 5T
go

A BT IR M B
BESRETER-
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10.

11.

40

ﬁ.

FIXED ASSETS AND PREPAID LAND LEASE
PAYMENTS

During the period, the Group disposed of certain
of its leasehold properties and investment
properties with aggregate carrying value of
approximately HK$93 million for a cash
consideration of approximately HK$93 million.

At the balance sheet date, the Group’s leasehold
buildings and prepaid land lease payments with
carrying values of HK$121,403,000 in aggregate
situated in Mainland China were pledged to secure
certain banking facilities granted to the Group
(note 18).

At the balance sheet date, the Group has not yet
obtained the title certificates for certain of its
leasehold land and buildings situated in Shenzhen,
Guangdong Province, Mainland China with a net
book value of approximately HK$19,087,000. As
confirmed by the Group’s legal advisors and the
Company'’s directors, the Group has obtained the
right to use the land and buildings legally and
can obtain the relevant title certificates through
making applications to the relevant government
authorities.

At the balance sheet date, the Group had an
investment property (the “Dongguan Property”)
located in Dongguan, Guangdong Province of the
PRC, with a carrying amount of HK$22,600,000.
The Group has not yet obtained the relevant title
certificate for the Dongguan Property. As
confirmed by the Group’s legal advisors, the Group
is the rightful and equitable owner of the
Dongguan Property.

AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments consist of
investments in listed ordinary shares and therefore
have no fixed maturity date or coupon rates. The
gain from changes in fair values of listed equity
investments during the period of HK$10,016,000
had been credited to the opening investment
revaluation reserve (note 19) during the period.

The Group’s unlisted equity investments are stated
at cost because their fair values could not be
reliably measured as at the balance sheet date.

10.EEEERBENLHAERE

11

A ANEEBABRERED
93,000,000/ T & H HEBE @A E L
93,000,000 LB THEWERE

REZER NEBURPEAERR
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HERBARSHEREEE-
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12. PROPERTIES UNDER DEVELOPMENT

Cost* B AR *
Add: Attributable profits on

Less: Progress instalments received

Less: Portion classified as current

Non-current assets FERBEE

* Included interest capitalised amounted to
HK$27,396,000 (31 December 2004:
HK$17,413,000).

The properties under development are situated in
Beijing, Mainland China. The plot of land (the
“Land”) where the Group’s properties under
development were erected were pledged to a bank
for a bank loan of approximately HK$311 million
as at 30 June 2005, which is repayable in January
2007.

Properties under development which have been
pre-sold on or before 31 December 2004 are
stated at cost plus attributable profits less any
foreseeable losses and deposits and intalments
received. During the period, the Group has
adopted HK Interpretation 3 to the pre-completion
contracts for the sale of development properties
entered into on or after 1 January 2005. Further
details of the accounting treatments are set out
in note 1(e).

Deposits received from buyers of the Group’s
properties under development in respect of which
no profit has been recognised were carried as a
current liability at the balance sheet date.

—ERRFEHRHRE

o EETEE
pre-sale of properties 2
BB WU E o BARIR

S BERE & E
assets 2 a8 D

12.BBPYWE
30 June 31 December
2005 2004
—EERF —ETNF

ANAB=+H +ZA=+—H
(Unaudited)

(REE®R)

HK$°000 HK$'000
BETFT BT T
658,263 504,868
140,903 68,958
(500,283) (223,221)
298,883 350,605
(259,022) (289,102)
39,861 61,503

* BEERET AR FE27,396,000
BT (ZEENF+-A=+—
H:17,413,000%T) -

ERAMECRPEILR - AEER
HEgRERPYE 2L ([
W) EMR _ZETRFAAA=1+H
7,%%(%’]311,000,000/%7EZ§E?T%?¢(
M—RIBITER ZEERERZ
THHE—-—HER-

R-ZETMF+—A=+—HxK 2
FEEZEERWE THRKAINEN
SRR B RSB RIS HoH
RIEHER - AEERKR =TT H
F—RB—Ask BRI VEHEEEE
MEZRIAGHRNEBRE3 B
F%Miigu BRI FRE—FHBHR
BifEE1(e

HASEERTYERE RKEME
/ﬁnﬁ:ui’i%ﬁguEZuTi \rDﬁEIﬁ”{’E//IL
Hafme
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PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

PBEAMRBE - EEREMBEKRR

30 June 31 December
2005 2004
—EEREF :ggmi
RNB=+H +=ZA=+-—
(Unaudited)
(REER)
HK$'000 HK$'000
BETFT BEF T
Deposits me
- Joint venture (Note (i)) —GEDE (M) 46,528 -
— Associate (Note (ii) — BN R) (K Edii) 37,845 -
- Others — H A 1,621 1,562
85,994 1,562
Prepayments FET IR 51,117 39,577
Other receivables H th 8 U 3R 33,765 30,026
170,876 71,165
Less: Portion classified as JBEREBEES D
current assets (84,364) (68,539)
Non-current portion JEmBE S 86,512 2,626
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13. PREPAYMENTS,

ﬁ.

DEPOSITS AND OTHER

RECEIVABLES (continued)

Notes:

)

TEEREEERAR

On 27 April 2005, the Company entered into
a conditional agreement with Citichamp
Dartong Company Limited, an entity
established in Mainland China, for the
establishment of Fuzhou Dartong M&E Co.,
Ltd., an equity joint venture company
registered in the Mainland China. Pursuant to
the agreement, the Company will contribute
49% of the registered capital of Fuzhou
Dartong M&E Co., Ltd. As at the balance sheet
date, the Company has paid RMB49 million
(equivalent to approximately HK$46.5 million)
for the purpose of capital contribution to the
joint venture company. Fuzhou Dartong M&E
Co., Ltd. will be principally engaged in the
manufacturing and sale of enameled copper
wires in the PRC.

On 29 November 2004, the Company and one
of its wholly-owned subsidiaries, Beijing Jian
Guan Property Development Company Limited,
(collectively the "Acquirers”), entered into
agreements (the “Provisional Agreements”)
with Beijing Haikai Real Estate Group
Company, and Commercial Facility
Construction and Managing Company of
Haidian District of Beijing (collectively the
“Vendors"”), two companies established in the
Mainland China and independent to the
Group, whereby the Acquirers agreed to
conditionally acquire from the Vendors a 21%
equity interest in Beijing Haidian Science Park
Development Co., Ltd. (“Beijing Haidian"”), a
company established in Mainland China, at
an aggregate cash consideration of
RMB133,560,000 (approximately
HK$126,000,000).

During the period, the Group paid a
refundable deposit of approximately HK$38
million in respect of the proposed acquisition
of the 21% equity interests in Beijing Haidian.
Such proposed acquisition has not yet been
completed at the date of these condensed
consolidated interim financial statements.

—ERRFEHRHRE

PBEAMKRE - RERAMCERR
(#)

GEZ

V)

RZZEZERAFHA=-++EH &
SEATHRNBRHERARG]
B EE  B P B R S E R
Bt 2 BAAEDERMNKB
CEBR AT RIEZ A AR
A mEMNKBERESR AR
MBEAETEA9% - NEEH KA
a8 % AR #49,000,0007T
(#4948 % 1 46,500,000 7T ) * A
MZAEERRTE - RBM BB
EERAAEZEBEAERTEH
BERHETBIMR-

R-ZZEZEWNF+—A=-+ N8
ARRREZENBAARILR
REEMEREERAR (A
(g ) BB R A ER -
REEKRIZAFIEREHE
WEEEQAARtEMERER
ERMERCEDNR (ABIE
F1) Tt ([l )
Bl - WBrAREERESARE
A B % 133,560,000 (4
126,000,000/ 7T) BI&HEBE R
W ER P BARERS 2 A AR
BRBREREEZBROBRAD A
(TEFEBM ) 21%M AR -

HAN - AEEREZFWBEIERE
W21 % B AR MR RE TS
#738,000,0008 T AL FER A
U BHRR A ZEEZRE
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14.

15.

44

INVENTORIES

Raw materials R A
Work in progress D
Finished goods A

TRADE RECEIVABLES

The Group’s trading terms with its customers are
mainly on credit, except for new customers, where
payment in advance is normally required. The
credit period is generally for a period of one
month, extending up to three months for major
customers. Each customer has a maximum credit
limit. Trade debtors with balances that are more
than three months overdue are required to settle
all outstanding balances before any further credit
is granted.

An aged analysis of the trade receivables as at
the balance sheet date, based on invoice date,
and net of impairment, is as follows:

1 to 3 months 12318 A
4 to 6 months 4Z 618 A
7 to 12 months 721218 A
More than 1 year 1M

1478

30 June 31 December
2005 2004
—EERF —ZTNF
~B=+H +=ZA=+—H
(Unaudited)
(REERZ)
HK$’000 HK$'000
EB¥FT BT T
32,560 23,901
15,796 12,809
58,384 58,585
106,740 95,295

15. E W BR &K

B EP —MRBERENIIN RNE
BERERPIIY 2 BT GFRE B
AIEEHER MEEH KA —
AR T2EPAALERERS =F
A-BHEPRAEEELR -BH=
AU b2 FEABR SR A 8 AR R H
EfFBE— S EEREEMARERR
o

EUM R AN EE R RER A B RN
BMERZRESTAT

30 June 31 December

2005 2004

—EERF ZZTWNF

NXA=+HB +=ZA=+—8H
(Unaudited)
(REER)

HK$'000 HK$'000

EBETT B FT

28,849 13,601

527 3,683

- 29

352 167

29,728 17,480
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16. CASH AND CASH EQUIVALENTS AND PLEDGED  16.

BeRESSEYREEFER

DEPOSITS
30 June 31 December
2005 2004
—EERF —EETNF
~B=+H +=ZA=+—H
(Unaudited)
(REER)
HK$'000 HK$'000
EBETT B FT
Time deposits with banks ERITZEHBFR 234,086 135,472
Cash and bank balances B RBTER 83,109 56,199
317,195 191,671
Less: Deposits pledged for i B R HRERIT B R
short term bank loans R ZER
(note 18) (Kzt18) (8,771) (4,845)
308,424 186,826

At the balance sheet date, the cash and bank
balances of the Group denominated in Renminbi
("RMB") amounted to approximately
HK$279,192,000 (31 December 2004:
HK$128,453,000). The RMB is not freely
convertible into other currencies, however, under
the PRC's Foreign Exchange Control Regulations
and Administration of Settlement, Sales and
Payment of Foreign Exchange Regulations, the
Group is permitted to exchange RMB for other
currencies through banks authorised to conduct
foreign exchange business.

TEHEREEERAT —ERIFTHEE

REZER REBEUARE (AR
) BB ZESRBTERFEAH
#49/5279,192,0005 7T (ZTZMMFE+
—A=4+—H:128,453,000& JT) °
ARBREERLBAHEMER R
AR EREINEE IR & AEE EE R
NEEEBR T NGB EREEEE
THNEEB ZRITBARBHIBAR
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17. TRADE PAYABLES

An aged analysis of the trade payables as at the
balance sheet date, based on invoice date, is as

follows:

1 to 3 months

4 to 6 months

7 to 12 months
More than 1 year

18. INTEREST-BEARING BANK AND OTHER

BORROWINGS, SECURED

Bank loans repayable:
Within one year

In the third to fifth years,
inclusive

Other loan repayable within
one year

Portion classified as current
liabilities

Long term portion

46

17. B RR

NERFNEERIRERAHZRE

DT

30 June 31 December
2005 2004
—EERF ZZTNF
~NAB=+H +ZA=+—H

(Unaudited)

(REER)
HK$'000 HK$'000
B8 F T BT T
12 31E A 139,688 80,372
4Z 68 A 1,452 2,670
721218 A 3,121 1,193
1M 13,293 5,754
157,554 89,989

AR TFHER
ZRITE:
—FR
FZEFLF
(BREEEMS)

SItERBREZHD

Y iEiV)

Interim Report 2005

18 EEFHBRRTREMEER

30 June 31 December
2005 2004
—ETEF —ZTEF
AHB=+H +-A=+—8
(Unaudited)
(REER)
HK$'000 HK$'000
EBEFT HEFT
28,302 28,269
311,321 310,959
339,623 339,228
3,481 -
343,104 339,228
(31,783) (28,269)
311,321 310,959

CHINA HAIDIAN HOLDINGS LIMITED
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18.INTEREST-BEARING BANK AND OTHER
BORROWINGS, SECURED (continued)

The Group's other loan was secured by the assets
of a subsidiary, bore interest at 8% per annum
and repayable within one year.

As at the balance sheet dates, the Group's bank
loans were secured by:

(i) the pledge of the Group’'s time deposits
amounting to approximately HK$8,771,000
(note 16);

(i) a legal charge over the Group’s prepaid land
lease payments and leasehold buildings
situated in Mainland China with net book
value amounting to approximately
HK$121,403,000 (note 10); and

(iii) a legal charge over the Land (note 12).

TEHEREEERAT —ERIFTHEE

18 B EMFERITRAMEE (&)

AEBEMERTDA—KMBRARZ
BEFER ZZERIRF S REF
BoAR—FREE-

REER AEEZRITERATS
FEREEM:

(iy NEBEHS,771,0008 T2 EHTF
K2R (HsE16)

(i) AEERMmFEAL 121,403,000
P TR R B K BE 2 FE At L A
EXRERMEEFZ AT
(MsE10) &

(i) L3 2 EE M (MEE12) -
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19.

48

RESERVES

At January 2004

Exchange realignment
Loss for the period

At 30 June 2004

At January 2005
As previously reported

Opening adjustment:

HKAS 39

- Available-for-sale
investment

As restated,
after opening adjustment

HKAS 39

- Revaluation of available-for-sale
investments

Exchange realignment

Loss for the period

At 30 June 2005

10. 1% B
Share  Gooduwill Investment  Exchange
premium  arisingon  Statutory revaluation  fluctuation Accumulated
account consolidation reserves reserve reserves losses Total
B4
RERA REEHR HE
ROEEE ELzBE  LERE B  RBRE  2RER 8%
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Restated)  (Restated)
(REB&%) (RE%8K) (REER) (REBER) (REER) (31) (E5))
(Note)
(i)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFr  BEFr AT EETn BETn AETn BETn
RZSEME
-F-A 677,882 (15,300) 6,191 - 358 (336,214) 332,917
EXER - - - - (23) - 23)
KEHEE - - - - - (17308)  (17,308)
RZFEME
~AZTA 677,882 (15,300) 6,191 - 335 (353,522) 315,586
RZ5FRE
-R-H
JIEIES: 677,882 (15,300) 10,620 - 478 (329,270) 344,410
nmag:
BheElE%
-AHERE
_ - - - - (2,925) (2,925)
HAERES
677,882 (15,300) 10,620 - 478 (332,195) 341,485
BheElE%
-ERTHERE
- - - 10,016 - - 10,016
EREE - - - - 22) - )
AEHEE - - - - - 675 26775)
RZ5%1F
~AZTA 677,882 (15,300) 10,620 10,016 456 (358,970) 324,704
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19. RESERVES (continued)

Note: In accordance with PRC regulations, certain
of the Group's subsidiaries registered in
the PRC are required to transfer part of
their profits after tax to the statutory
reserve fund, before profit distributions are
made. The amounts of the transfers are
subject to the approval of the boards of
directors of these companies, in
accordance with their joint venture
agreements and/or articles of association.
The statutory reserve fund is non-
distributable and restricted as to use.

20. CONTINGENT LIABILITIES

During the period, the Group provided guarantees
in favour of certain banks for mortgage loans
granted by the banks to the buyers of the Group’s
properties under development to the extent of
approximately HK$289 million in aggregate. As at
the balance sheet date, mortgage loans in
aggregate of approximately HK$156 million were
utilised by the buyers of the Group’s properties
under development.

The Company had no material contingent liabilities
as at the balance sheet date.

—ERRFEHRHRE

10.4% 4 ()
B g

th &

i

R BRG] AREE TR
B A Mt 2 B B & B AR E
i A Ik AT A ERR B AR A
Mo ERELERBES-
BREREAAZEAAZE
EERZEZAERA MR
R/ S AT ERMRIGA X
ERBESTADIRIEEER
[RESER

20.HAREE

R AEERE TRITAAEEZ
BREMEZERBLZRIBET M
Z % R 71 {’Etb?rzf%A#\%@
289000000}%7‘1 REER KN&EE
BREAYEZE %EE)}%&%ET@?
A #£49156,000,00058 7T °

VEER ARRYEERMEARA

\m]}/cg
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21.

50

COMMITMENTS

As at the balance sheet date, the Group and the
Company had the following commitments:

Authorised, but not
contract for:

Construction works in
respect of properties
under development

Contracted but not
provided for:

Acquisition of an
associate

Construction works in
respect of properties
under development

EREBRRITH:

ERPOEL
BETR

BEIMEREE:
KRB E R E

ERPMEZ
BETR

21.7&4E

NEER AEBERARFEF T

=

Group Company
XEH N
30 June 31 December 30 June 31 December
2005 2004 2005 2004
“ZEZRE —TTNF “ZEZRE —ETENF
AAZ+B +ZA=+—-B A~A=t+H t-A=+-8
(Unaudited) (Unaudited)
(RBER) (RRER)
HK$'000 HK$'000 HK$'000 HK$'000
BETFT BEFT BETFT BEFT
79,934 159,123 - -
79,934 159,123 - -
88,200 126,000 63,000 90,000
34,514 93,808 - -
122,714 219,808 63,000 90,000
202,648 378,931 63,000 90,000
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22. RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTIONS

(a)

In addition to the transactions and balances
detailed elsewhere in these financial
statements, the Group also had the following
material transactions with related parties
during the year:

Commission fees paid X REER
Rental income received I B A
Interest expenses paid A ERXZ

Notes:

)

(if)

(iii)

TEEREEERAR

The commission fees were paid to a real estate
agent (the "Agent”), in which a director of
the Company had an equity interest, for
services provided in respect of the sale of the
Group's properties under developments. The
directors considered that the commission rate
was comparable to commission rate charged
by other real estate agents.

During the period from 1 January 2005 to 30
June 2005, the Group received rental income
from Citichamp (Holdings) Limited, a company
beneficially owned by Mr. Hon Kwok Lung,
Ms. Lam Suk Ying and Mr. Lam Toi Man.

During the period from 1 January 2004 to 25
March 2004, being the date China Everbright
Holdings Company Limited (“CEH") ceased to
be the substantial shareholder of the
Company, the Group paid interest expense of
HK$436,000 to China Everbright Bank
Company Limited, a subsidiary of CEH.

—ERRFEHRHRE

NREBREATRZRBERS

a) BRABI ISR E M AR D PFEDI 2
R REHRIN REERER

HEHEALTETUTEARAR
5

For the six months
ended 30 June
BEXA=+HILAHEA

2005 2004
—EZ2RF —EETNFE
Notes HK$°000 HK$°000
i aF BETFT BETF T
(i) 3,295 4,524
(ii) 447 -
(iii) - 436
3,742 4,960

Bt at:

() EAMSBERIRHEE R EEE
EAMEMBERRB R —RARQ
A REERERABREZFEH
ERE([RE]) XN -EER
ﬁ*ﬁ%ﬁﬁﬁttiéﬁiﬁm%ﬂté
RIBUERE HBE

(i) RZZEETRF-—R—BE_ZET
AFEANA=ZTHHHE A&EEM
HEBHELE. M/ﬂ?{lﬁi&%
ﬁﬁﬁﬁig/\%ﬁz
Citichamp (Holdings) lelteduﬁlﬂi
e A

(i R=ZZEZTWNF—A—BEFEK
AEEBBRAR ([XAEBR])
BIEBRARRIEFEREZH=ZF
ZNF=ZA-_+HRB LM K
SEMXAREEHBATFREL
RKETERLAASZANBERAX
436,000/ JT °
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23. POST BALANCE SHEET EVENTS

24. APPROVAL OF THE

52

The Group has the following significant post
balance sheet events:

)

(if)

On 4 August 2005, the Company proposed a
capital reduction scheme pursuant to which
the share premium account of the Company
of HK$677,882,577 will be utilised to offset
against the accumulated losses of the
Company. The capital reduction scheme is
subject to the approval by the shareholders of
the Company at an extraordinary general
meeting to be held on 29 September 2005.

On 9 August 2005, the Group disposed of
certain of its available-for-sale investment of
HK$27,331,000 for a cash consideration of
HK$30,500,000.

(iii) In July 2005, the Group acquired an 80%

equity interest of Beijing Xinyang Real Estate
Development Limited (“Beijing Xinyang”). The
principal business of Beijing Xinyang is
property development. On 11 August 2005,
Beijing Xinyang paid approximately RMB193
million (equivalent to approximately HK$182
million), before related expenses, for the land
use right of a piece of land situated in Guang
Qu Men, Beijing. Following the completion of
the relevant acquisition procedures, the land
parcel, with gross floor area of approximately
106,100 square meters, will be developed into
commercial complex, residential estates and
community facilities.

INTERIM FINANCIAL

REPORT

The condensed interim financial statements were
approved and authorised for issue by the board
of directors on 23 September 2005.

SEERREE

AEERGEERRETUATERSE

A

V)

(if)

(i) RZZEZERFL A

R-ZEZRFNAEAB A2

RH EE AR Rt Zli
AR & ERRY 677,882,577
BTG AEEEARRZ RIAE
18 o A H JEEE+2U2§5%$ Al
REBR-_ZZEHEFALA-TA
HET ZI&%%E REH e

R_ZZTRFNAALB KEH
?;zfﬁﬁﬁffso,soo,ooo,%mfd%
HEAFAHERE27,331,000%

TG o

AEEWE
EREGEHEREAR QA
([ERE5 1) 80% AR 1L
?%%ZIE%%%%%%E"

RZZETRFNA+—HB &=
%Kﬁ?}tﬁi SR RERM IR

8 2 4 55 AR A S S N R AR B
M X Al %X B H AR
193,000,000t (4 & B
182,000,000 L) - BB A F
B ZEREEIEL 106,100
TR Z RS B R A B ELS
ARE FEEHREERME

24 BBHHMBRE

BEEEEN _ZTRFNAA-TZ=H
BB R TGRS A B HE
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