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NOTES TO CONDENSED INTERIM
REPORTS

1.

Basis of preparation and accounting policies
This
financial information has been prepared in

unaudited condensed consolidated

accordance with Hong Kong Accounting
Standard (“HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of
Certified Public Accountants.

This
information should be read in conjunction with

condensed consolidated financial
the audited annual financial statements for the
year ended 31st March 2005.

The accounting policies and methods of
computation used in the preparation of this
condensed consolidated financial information
are consistent with those used in the annual
financial statements for the year ended 31st
March 2005 except that the Group has changed
certain of its accounting policies following its
adoption of new Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards
(“new HKFRS”) which are effective for
accounting periods commencing on or after 1st
January 2005.

This interim financial information has been
prepared in accordance with those new HKFRS
standards and interpretations issued and
effective as at the time of preparing this
information. The new HKFRS standards and
interpretations that will be applicable at 31st
March 2006, including those that will be
applicable on an optional basis, are not known
with certainty at the time of preparing this
interim financial information.

The changes to the Group’s accounting policies
and the effect of adopting these new policies
are set out in note 2 below.
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2. Changes in accounting policies EHBREH
(i)  Effect of adopting new HKFRS RRAHEEMBEERENZR
&

In 2005, the Group adopted the new/
revised standards of HKFRS below, which
are relevant to its operations. The 2004

comparatives have been amended as

required, in accordance with the relevant

requirements.

HKAS 1

HKAS 7
HKAS 8

HKAS 10

HKAS 12
HKAS 14
HKAS 16
HKAS 17
HKAS 18
HKAS 19
HKAS 21

HKAS 24
HKAS 27

HKAS 28
HKAS 31
HKAS 32

HKAS 33
HKAS 34
HKAS 36
HKAS 37

HKAS 38
HKAS 39

HKFRS 3

Presentation of Financial
Statements

Cash Flow Statements
Accounting Policies, Changes in
Accounting Estimates and Errors
Events after the Balance Sheet
Date

Income Taxes

Segment Reporting

Property, Plant and Equipment
Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign
Exchange Rates

Related Party Disclosures
Consolidated and Separate
Financial Statements
Investments in Associates
Investments in Joint Ventures
Financial Instruments:
Disclosure and Presentation
Earnings per Share

Interim Financial Reporting
Impairment of Assets

Provisions, Contingent Liabilities
and Contingent Assets

Intangible Assets

Financial Instruments:
Recognition and Measurement
Business Combinations

HKAS-Int 15 Operating Leases-incentives
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2. Changes in accounting policies (Continued)

(i)

Effect of adopting new HKFRS
(Continued)

The adoption of new/revised HKASs 1, 7,
8,10, 12, 14,16, 17,18, 19, 21, 24, 27,
28, 32, 33, 34, 37, 38, 39, HKFRS 3 and
HKAS-Int 15 did not result in substantial
changes to the Group’s accounting

policies. In summary:

- HKAS 1

presentation of minority interests,

has affected the
share of net after-tax results of
associates and other disclosures.

~  HKASs 7,8, 10,12, 14,16, 17, 21,
27, 28, 33, 34 have no material
effect on the Group’s policies.

- HKAS 24 has
identification of related parties and

affected the

some other related party disclosures.

The Group has reassessed the useful lives
of its intangible assets in accordance with
the provisions of HKAS 38. As a result,
the useful lives of Stock Exchange trading
rights, Futures Exchange trading right and
membership of The Chinese Gold & Silver
Exchange Society are reassessed to be
indefinite. The carrying amount remains
the same as 31st March 2005. The annual
amortization of HK$340,000 will cease.
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2. Changes in accounting policies (Continued)

(ii)

New accounting policies

The accounting policies used for the
condensed consolidated financial
information for the six months ended 30th
September 2005 are the same as those set
out in note 3 to the audited annual
financial statements for the year ended
31st March 2005 except for the following:

(a)  Joint ventures

The Group’s interests in jointly
controlled entities are accounted for
by proportionate consolidation. The
Group combines its share of the
joint ventures’ individual income
and expenses, assets and liabilities
and cash flows on a line-by-line
basis with similar items in the
Group’s financial statements. The
Group recognizes the portion of
gains or losses on the sale of assets
by the Group to the joint venture
that it is attributable to the other
venturers. The Group does not
recognize its share of profits or
losses from the joint venture that
result from the Group’s purchase of
assets from the joint venture until it
resells the assets to an independent
party. However, a loss on the
transaction is recognized
immediately if the loss provides
evidence of a reduction in the net
realizable value of current assets,

or an impairment loss.
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2. Changes in accounting policies (Continued)

(i)  New accounting policies (Continued)

(b)  Foreign currency translation

(i)

(i)

Functional and presentation
currency

Items included in the financial
statements of each of the
Group's entities are measured
using the currency of the
primary economic
environment in which the
(“the
The

financial

entity operates
functional currency”).
consolidated
statements are presented in
HK dollars, which is the
Group's

functional and

presentation currency.

Transactions and balances

Foreign currency transactions
are translated into the
functional currency using the
exchange rates prevailing at
the dates of the transactions.
Foreign exchange gains and
losses resulting from the
settlement of such transactions
and from the translation at
year-end exchange rates of
monetary assets and liabilities
denominated in foreign
currencies are recognised in

the income statement.

2. EHBRSH (&)
(ii) HEEHBFE (&)
(b) SPEBRE

(i)
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2. Changes in accounting policies (Continued)

(i)  New accounting policies (Continued)

(c)

Group companies

The results and financial position of
all the group entities that have a
functional currency different from
the presentation currency are
translated into the presentation

currency as follows:

(i) assets and liabilities for each
balance sheet presented are
translated at the closing rate
at the date of that balance

sheet;

(i) income and expenses for each
income statement are
translated at average exchange

rates; and

(i) all

differences are recognised as

resulting exchange

a separate component of

equity.
On consolidation, exchange
differences arising from the
translation of the net investment in
foreign entities are taken to
shareholders’ equity. When a foreign
operation is sold, such exchange
differences are recognised in the
income statement as part of the gain

or loss on sale.

Goodwill and fair value adjustments
arising on the acquisition of a
foreign entity are treated as assets
and liabilities of the foreign entity

and translated at the closing rate.
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2. Changes in accounting policies (Continued)

(i)  New accounting policies (Continued)

(d)

(e)

Property, plant and equipment

The assets’ residual values and
useful lives are reviewed, and
adjusted if appropriate, at each

balance sheet date.

Impairment of assets

Assets that have an indefinite useful
life are not subject to amortisation,
which are at least tested annually
for impairment and are reviewed for
impairment whenever events or
changes in circumstances indicate
that the carrying amount may not
be recoverable. Assets that are
subject to amortisation are reviewed
for impairment whenever events or
changes in circumstances indicate
that the carrying amount may not
be recoverable. An impairment loss
is recognised for the amount by
which the asset’s carrying amount
exceeds its recoverable amount. The
recoverable amount is the higher of
an asset’s fair value less costs to sell
and value in use. For the purposes
of assessing impairment, assets are
grouped at the lowest levels for
which

identifiable cash flows.

there are separately

2. EHBRSH (&)
(ii) HEEHBFE (&)

(d)

(e)
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2. Changes in accounting policies (Continued)

(i)  New accounting policies (Continued)

()

(g)

Trade and other receivables

Trade and other receivables are
recognised initially at fair value and
subsequently measured at amortised
cost using the effective interest
less

method, provision for

impairment. A provision for
impairment of trade and other
receivables is established when
there is objective that the Group will
not be able to collect all amounts
due according to the original terms
of receivables. The amount of the
provision is the difference between
the asset’s carrying amount and the
present value of estimated future
cash flows, discounted at the
effective interest rate. The amount
of the provision is recognised in the

income statement.

Share capital

Ordinary shares are classified as

equity.

Incremental costs directly
attributable to the issue of new
shares or options are shown in
equity as a deduction, net of tax,

from the proceeds.

2. EHBEREH (F)
(i) FIEFHBE (F

()
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2. Changes in accounting policies (Continued)

(i)  New accounting policies (Continued)

(g

(h)

Share capital (Continued)
Where

purchases the Company’s equity

any Group company
share capital, the consideration
paid, including any directly
attributable incremental costs (net
of income taxes), is deducted from
equity attributable to the Company’s
shareholders until the shares are
cancelled, reissued or disposed of.
Where such shares are subsequently
sold or reissued, any consideration
received, net of any directly
attributable incremental transaction
costs and the related income tax
effects, is included in equity
attributable to the Company’s

shareholders.

Interest income

Interest income is recognised on a
time-proportion basis using the
effective interest method. When a
receivable is impaired, the Group
reduces the carrying amount to its
recoverable amount, being the
estimated future cash flow
discounted at original effective
interest rate of the instrument, and
continues unwinding the discount as
interest income. Interest income on
impaired loans is recognised either
as cash is collected or on a cost-
recovery basis as conditions

warrant.

2. EHBRSH (&)
(ii) HEEHBFE (&)
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3. Critical accounting estimates and judgements

Estimates and judgements are continually
evaluated and are based on historical experience
and other factors, including expectations of
future events that are believed to be reasonable

under the circumstance.

(i) Income taxes

The Group is subject to income taxes in
Hong Kong and Macau. Significant
judgment is required in determining the
provision for income taxes in those two
places. There are many transactions and
calculations for which the ultimate tax
determination is uncertain during the
ordinary course of business. The Group
recognises liabilities for anticipated tax
audit issues based on estimates of whether
additional taxes will be due. Where the
final tax outcome of these matters is
different from the amounts that were
initially recorded, such differences will
impact the income tax and deferred tax
provisions in the period in which such

determination is made.
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4.  Turnover and segment Information (4) EXERSBAEH
TURNOVER Exw
Turnover is analysed as follows: BEBHEZIONNOT:
The Group
50

Six months ended
30th September
BEAAZ=TAH

LLREA
2005 2004
i 4 % - e e
HK$’000  HK$'000

TET TER
Commission and brokerage income BELR2AER
from securities broking FESREREA N 5,918 5,514
Commission and brokerage income BEANZAZR 17
from futures broking FESR AN 1,082 1,237
Interest income from YO Y Interim
— margin clients -ffREF 5,556 3,862 ;{()e(f;ort
— money lending -&X 15,255 14,554 sl
— financial institutions and others - BB EREMRR 1,204 396
Management and handling fees EREFEE 587 491
Commission for subscribing new shares RBHREE 28 20
Corporate finance advisory fees TEREENE 240 553
Placement and underwriting commission BERkEHEEE - 34
Investment management fee REEESB 1,309 1,164
Rental income HEWR 1,633 -

32,812 27,825
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4. Turnover and segment Information

(Continued)
SEGMENT INFORMATION
(a) Business segments

For management purposes, the Group is
currently organised into five operating
divisions namely broking, financing,
corporate finance, assets management and
property investment. These divisions are
the basis on which the Group reports its

primary segment information.

Principal activities are as follows:

Broking Securities brokerage
and futures brokerage

Financing Securities margin
financing and money
lending

Corporate finance Corporate finance
advisory, placing and
underwriting

Assets management  Assets management
for listed and unlisted
companies and high
net worth individuals

Property investment  Property rental and

dealing

(4) ExXERSmEH (F)

SEAH

(a)
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4.  Turnover and segment Information (4) BRXERSEHEH (A)
(Continued)

SEGMENT INFORMATION (Continued)

(@) Business segments (Continued) (a)
An analysis of segment information of the
Group about these businesses for the six
months ended 30th September 2005 and HERD
2004 is as follows:
Corporate Assets
Broking Financing finance management
8 LE] PRER REEE
For the For the For the For the
six months ended six months ended six months ended six months ended
30th September 30th September 30th September 30th September
BEAAZTR BELRZTR BENAZTR BEAAZTR
LLAER tXEA LLAER LLAER
2005 2004 2005 2004 2005 2004 2005 2004

Segment revenue:
Sales to external
customers

Segment results

Gain on acquisition
of subsidiaries
Gain on disposal
of a subsidiary
Provision for
doubtful debts
Other income
Share of results
of an associate

Profit before taxation
Taxation

Profit for the period

Attributable for:

Shareholders
of the Company
Minority interests

SEEH (F)
oW (H)

HE_ZZRER-ZENF
NAZ+BLEAERZEBS

MU

Property
investment
WERR
For the
six months ended
30th September
BEARZTR
LAER
2005 2004

Consolidated

#e
For the

six months ended

30th September

BENAZTR
LLAEA

2005

2004

CRPHE CTIMF CRPEE CRIMF ZIEE CRIMF JPPRS CTI0T J9RF CRIME JPREE SRI0E
HK§'000  HKSO00  HKS'000  HKS'000  HKS'000  HKS 000

HKS000  HKS'000  HK§'000  HKS'000  HKS'000  HKS'000
fén TEr fRm TEr TR TR

FET TER

FET TR

fin

Fin

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (RESQ) (REBH) (GEER) (REEE) (REFH) (RERH) (RIER) (REER) (REFH) (REFE) (RIFD)

ARUA
HEFHE
%F 1587 T4 1015 18812 28 6071309 Tled 163 - Ry 785
2828 25811900 1857 15957 (118) 186 907 50 268 - oma 18568
BAKELE
FEEZER 2,678 -
LERELF
FEEZEA 18,100 -
RERRE
(07) (409
EfEHA 20 80
EEBENT
LXE - (26)
BEHER 64505 18213
2 (3,181)  (2950)
Bgd 61,34 15203
—
3
ADARR
61,324 1563
HERFER . B
61,324 15,63
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4.  Turnover and segment Information (4) BERXERSEHEH (A)
(Continued)
SEGMENT INFORMATION (Continued) SEER (&)
(@) Business segments (Continued) (a) XBLEW (&)
Corporate Assets Property Inter-segment
Broking Financing finance management investment elimination Consolidated
& i ] LRMR REEE RER 1] LH
30th 3t 30th 31t 30th 3st 30th 31l 30th 31t 30th 3st 30th 31l
September  March September  March September  March September  March September  March September ~ March September ~ March
2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 2005

Z9PLF C3%REF CPEEF CTIRE CPPEF -97R% CUPEE -%SRE PPEF -TTIF CPEF TR CPPEF -¥%iE
ABZtRZA=T-B ARZTR ZA=T-8 ABZHE ZAZt-8 ABSHE ZAZt-B ARZTRZAZ1-B ARZtA ZAZ1-0 ARZTR ZAZ1-8

HK$'000  HKS'000  HK$'000 HKS'000  HKS'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'000
TéT AT TET  TEr TEr T TEr  TEr  FEm  TEr  Fdm  fEr FER TEr
(Unaudited) ~ (Audited) (Unaudited) ~ (Audited) (Unaudited) ~(Audited) (Unaudited) ~ (Audited) (Unaudited) ~(Audited) (Unaudited) (Audited) (Unaudited) ~ (Audited)
(REEE) (T20) (REEN) (EF0) GEER (IER) (REER) (330 (REEW) (EEN) GEEW) (ZER) (REER)  (5E9)
Assets 1
Segment assets BEAE 73,670 61,679 587,772 451449 - - 3,622 3,69 261,9% 234745 (9375) (1,501 917,885 750,001
Interest in an MEELT
associate 2ER - 40
Unallocated FRRLE
corporate asses i 154 1,09
Consolidated total ~~ GREBEE
assets 918,039 751,135
—
Liabilities iff
Segment liabilities ELRE 38,110 24,064 366,072 263,607 - - 10 10 9618 12171 (9375)  (1,501) 404,435 318351
Interest in an MEELT
associate 2ER - -
Unallocated corporate FHEL%
liabilities L 66,466 33,851
Consolidated total ~~ HEBEE
liabilities 470,901 352,202
—
Other information % #&H
Capital expenditure ~ EABE 7 639 3 337 164 131,363 194132339
Depreciationand ~ FERAH
amortisation m 781 34 09 45 850
Provision for REKRRE
doubtful debts 507 1,802 507 1,802
Bad debts writen off ~ REMREH - 200 - - - 200
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Turnover and segment Information (4) BRXERSEHEH (8)
(Continued)
SEGMENT INFORMATION (Continued) SEWER (H)
(b) Geographical segments (b) HMESHE
The Group’s operations are principally AEBZEETEUNEER
located in Hong Kong and Macau. The B MEEZTBIEIREBE
Group’s administration is carried out in T
Hong Kong.
The following table provides an analysis TRERASEEEXHULE
of the Group's turnover by geographical MERBEEREAH UM
market and analysis of total assets and BE REZEEREENE
capital expenditure by the geographical e
area in which the operations and assets
are located.
Caplt.al 21
Turnover expenditure Total assets
EXE BT HRE
For the For the Interim
Report
six months ended six months ended 30th 31st 2005
30th September 30th September September March T
2005 2004 2005 2004 2005 2005
BEAAZTA BEAAZTA
XA XA ZESIE C-ZELF
—BBLEf -TIMEF CPPIF -TEIME AAZSYHH ZA=t-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
FET TERT FET TER FET TiET
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Audited)
(REFR) (REFR) (REBH) (REER) (REER) (£80)
Hong Kong 58 31,179 27,825 30 34 655,015 515,409
Macau R 1,633 - 164 - 263,024 235726
32,812 27,825 194 34 918,039 751,135
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charging the following:

Staff costs, including directors’ remuneration
— provident fund contributions
— other staff costs

Depreciation

Amortisation of intangible assets

Provision for doubtful debts

Operating lease rentals in respect of
rented premises

6. Finance costs

Interest on bank loans and overdrafts
Interest on loans from other institutions
Bank charges

UPBEST GROUP LIMITED x & % M A W oA #H
5.  Profit from operations 5. ®ER¥
Profit from operations has been arrived at after REHNNEHNBRTHIER:

Six months ended
30th September

BEAA=1+H
LLXRER
2005 2004
ZETHE —EEME
(unaudited) (unaudited)
(REEE) (REER
HK$’000 HK$'000
FET FET
EINA BEEEHE
- RIRFHEIHR 100 100
- HWE I K 3,842 4,178
wE 245 158
BREESH - 340
RIEIRE B 507 409
HENEzLERANES
418 410
6. BMERF
Six months ended
30th September
BEARA=1+H
LLARER
2005 2004
ZETHRE —EZEMHE
(unaudited)  (unaudited)
(REEE) (REER
HK$000 HK$’000
FET FET
BTERREXFERAX 2,613 1,216
Hib B B E A S5 X 143 -
BITER 71 13
2,827 1,229
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7.

Taxation

Hong Kong profits tax EBANEH

Hong Kong profits tax is calculated at 17.5%
(2004: 17.5%) on the estimated assessable
profits for the period.

At 30th September 2005 and 2004, the Group
had no material deferred tax asset or liability
unrecognized at the balance sheet date.

Basic earnings per share

The calculation of basic earnings per share is
based on the Group’s profit attributable to
shareholders for the six months ended 30th
September 2005 of approximately
HK$61,324,000 (2004: HK$15,263,000) and the
weighted average number of 1,228,754,000
shares (2004: 1,120,000,000 shares) in issue
during the period.

There is no diluted earnings per share for the
periods ended 30th September 2005 and 2004
presented since the Company has no dilutive
potential ordinary shares.

Six months ended
30th September
BEARA=1+H

1t fEA
2005 2004
ZZTRE C—ZETMHE
(unaudited)  (unaudited)
(REER) (CREER

HK$’000 HK$'000
FET FET

3,181 2,950

EBAFSHMB A2 AT ERBER
BBEI175%(ZEZEMF 17.5%)
TEo

BE-SBRFR-FBEMEFARS
R AEBEAERBXENLE
AEANEXBEHBEER R

8. HBEEZXERT
BE-ZZRFNA=THLEAEAR
HEBRERBADREBR B
R REF A B 61,324,000 (=
TEIYE BH15,263,0007T) REIA
ERTEBERZ2MEFLIH
1,228,754,000) (= T2 W §F:
1,120,000,0004% ) ©

FAARUBABEHEIRE2EER
FE-BE-EZIER-ZEZTNF
NAZT ALY EFESREE

B
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wog M oA WA A

10.

11.

Trade and other receivables 9.

No ageing analysis is disclosed for trade and
other receivables as, in the opinion of the Board,
the ageing analysis does not give additional
value in view of the nature of business of
securities margin financing and money lending

business.

The settlement terms of cash client receivables
and amounts due from clearing houses are one
or two days after the trade date. The age of
these balances is within 30 days.

Other bank balances and cash 10.
Bank balances RITEE &R

— General accounts -—®&FO

— Trust accounts -fE#EFO

~ Segregated accounts -2HREEFO
Cash in hand ERRE
Creditors and accrued charges 11.

The settlement term of cash client payables is
two days after the trade date. Other payables
are repayable on demand. The age of these

balances is within 30 days.

HARAMER®RE
EEERRIRRDANILARRHERNE
SHRBEXBREASERER M
E Bt WEKEE S REMER
RIEZIRE DA

PR & 5 F iR 5K N B WK 45 B AT OB
ZERPARZEE-EMR -Z&E
BZRERA=THR

HttSGTRERAS
30th September  31st March
2005 2005
—ZTHF ZZTTIF
AB=+B =ZA=+—H
(unaudited) (audited)
(REER) (BER)
HK$000 HK$’000
FET FET
52,010 24,302
6,587 3,227
2,628 6,885
4 7
61,229 34,421
& £ R 3% B BB £ SR IR

REFFEAREARRZ S BMRAME
B HMENRRARRBEANEE -
EHZRRA=THR
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12,

Related party transactions 12.

During the period, the Group entered into
transactions with Town Bright Industries Limited
(“Town Bright”) and UBA Investments Limited
(“UBA”). In the opinion of the Board, the
following transactions arose in the ordinary
course of the Group’s business:

Rental expenses and building BEREEXXFzEE
management fee to RMEERERH
Town Bright (Note (i) (a2 (i)

Investment management fee BEARERRZRE
from UBA (Note (ii)) ERE (K i)

Mr. Cheng Kai Ming, Charles, a director of the
Company, has beneficial interests in UBA and

Town Bright.

In additional, Mr. Li Kwok Cheung, George, an
executive director of the Company, is also an

executive director of UBA.

Notes:

(i)  The rental expenses and building
management fee were transacted at the
market rate.

(i) Investment management fee was charged
at 1.5% per annum of the net asset value
of UBA.

REALZS
FEBRBRNEEEEEXRARNE
(TAEEX]) RAAREERAA
(TFABREDETRS ESERAH
THXRGRAGEEZEREHE:

Six months ended
30th September

Nt
ExER
2005 2004

ZEBRE —ZEZIMF
(unaudited)  (unaudited)
(REEW) RLEERD

HK$’000 HK$’000

- FER
368 368
730 697

BRAPEEAT DR ZES RHAH
RENFREEXEEESEE-

[

FEHEEETRBBARQIAR

MBAREZHTES

Bt -

(i)

(ii)

HERMFEREXINDED
BEEEHE-

REEEEBENELRHBREEE
FEZFRI1.5%EU-
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