I 2004/2005 interim report

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.

BASIS OF PREPARATION

The condensed consoliduted financiul stautements have been prepured in
accordunce with the aupplicuble disclosure requirements of Appendix 16 to
the Rules Governiny the Listing of Securities ("Listing Rules”) on The Stock
Exchunhye of Hony Konhy Limited ("Stock Exchunge”) und Stutement of
Staundurd Accounting Practice ("SSAP”) 25 “Interim Financiul Reporting” issued
by the Hony Kony Institute of Certified Public Accountunts ("HKICPA").

PRINCIPAL ACCOUNTING POLICIES

The conhdensed consoliduted finunciul stutements have been prepured under
the historicul cost convention, us modified for the revaluation of certuin
properties und investments in securities.

The accountinyg policies udopted are consistent with those followed in the
prepurution of the Group’s unnuul uudited financiul stutements for the year
ended 31st March 2004.
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SEGMENT INFORMATION

For munuyement purpose, the Group is currently orgunised info eight
operating divisions, humely, leuse of properties, sules of properties, printiny
and publishiny, securities brokerayge services, wholesuling und retuiling of
furniture, hotel and restauurant operations, consultuncy und udyvisory services
und sules of murine products. These divisions ure the busis on which the
Group reports its primary segment information.

Segment revenue Segment results
Six months ended Six months ended
30th September, [ 30th September,  30th September, | 30th September,
2004 2003 2004 2003
(unaudited) (unuudited) (unaudited) (unuudited)
HK$000 HKS$ 000 HK$000 HKS$ 000
Business segments
Leuse of properties 44,232 38,682 186,594 48,483
Sules of properties 213 384,386 1,331 1,233
Printing und publishing 213,037 170,034 5,208 (3,359
Securities brokeruge services 29,148 29,225 10,951 14,357
Wholesuling und retuiling of furniture 59,608 40,028 (2,945) (8,370
Hotel und restuurunt operations 35,950 15,590 (2,232) (5.176)
Consultuncy und udvisory services 26,650 28,133 24,562 25,891
Sules of marine products 8,668 4,605 (245) (325)
Others 369 3,069 (249) 7.844
417,935 713,752 222,975 80,578
Interest income 572 809
Corporute general und udministrative expenses (22,863) (22,10
Profit from operutions 200,684 58,676
Fihunce costs (6,329) (13,269
Share of results of ussociutes
(Business segment: Sules of properties) 5,583 N
Profit before tuxation 199,938 45,390
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PROFIT FROM OPERATIONS

Profit from operations for the Period hus been urrived at uffer churying
depreciation of upproximately HK$25,318,000 (2003: HK$26,138,000) in respect
of the Group’s property, plunt und equipment und crediting dividend income
from listed securities of upproximately HK$24,000 (2003: HK$106,000).

TAXATION

Six months ended
30th September, 30th September,

2004 2003
(unaudited) (unuudited)
HK$°000 HK$'000
The charge comprises:

Hony Kony Profits Tux attributable
to the Group (3,321) (3.,200)
Deferred tuxation (2,398) (1,083)
(5,719) (4,283)
Shure of tuxution uttributuble to ussociutes (128) (194)
(5,847) 4,477)

Honyg Kony Profits Tux is culculuted at 17.5% of the estimuted ussessuble
profit for both periods.

EARNINGS PER SHARE

The culculation of busic eurninys per share is bused on the profit uttributable

to shareholders of approximately HK$194,667,000 (2003: HK$42,326,000) und
oh 86,329,352 ordinury shares in issue in both periods.

No disclosure of diluted eurninys per shure is presented us there were ho
dilutive potentiul ordinary shares in issue in both periods.
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7.  INTERIM DIVIDEND

The Bourd declured the puyment of an interim dividend of HK$0.33 per share
("Dividend”) for the Period (2003: Nil), aumounting to upproximutely HK$28
million. The Dividend will be puid on Monduy, 24th January, 2005 to
shareholders whose humes uppedar oh Reyister of Members of the Compuny
onh Friduy, 14th January, 2005.

8. ADDITIONS TO INVESTMENT PROPERTIES AND PROPERTY, PLANT AND EQUIPMENT
During the Period, the Group ucyuired investment properties und property,

plant and equipment umounting to upproximately HK$650,600,000 und
HK$8.,299,000 (2003: HKS Nil und HK$11,926,000) respectively.
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DEBTORS, DEPOSITS AND PREPAYMENTS

In generadl, the Group ygrunts credit periods ranginy from 30 duys to 180 duys
to its customers of its tradiny business und printing and publishing business.
No uye unulysis is disclosed in respect of certuin louns to clients of the
securities brokeraye business us in the opinion of the Directors, the aye

unulysis does hot yive relevunt information in view of the nature of the louns.

The followinyg is uh uye unulysis of fraude debtors us ut the bulance sheet
dute:

30th September, 31st Murch,

2004 2004
(unaudited) (uudited)

HK$’000 HKS 000

0 - 30 duys 75,373 120,011
31 - 90 duys 27,857 19.377
91 - 180 duays 14,287 39,710
Over 180 duys 82,030 79.415
199,547 258,513

Other receivubles, deposits

und prepuyments 91,147 103.834
290,694 362,347
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10. CREDITORS, CUSTOMER DEPOSITS AND ACCRUED CHARGES

The followiny is un uyge anulysis of tfrade creditors us ut the bulunce sheet

dute:

30th September, 31st Murch,

2004 2004
(unaudited) (uudited)

HK$°000 HKS 000

0 - 90 duys 93,996 130,681
91 - 180 duays 1,124 1,358
Over 180 duys 14,562 15,770
109,682 147,809

Other puyubles, deposits und uccruals 143,778 173.436
253,460 321,245
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11. CONTINGENCIES AND COMMITMENTS

Contingent liability

As at As ut
30th September, 2004 31st March, 2004
(unaudited) (audited)
Guarantees Amount Guarantees Amount
given utilised given utilised
HK$°000 HK$°000 HK$’000 HK$’000
Guuruntees given to u bunk in respect
of mortyuge louns grunted to
the purchusers of properties 4,447 4,447 8,812 8,812
Capital commitments
As at
30th September, 31st Murch,
2004 2004
(unaudited) (uudited)
HK$’000 HK$°000
Authorised but not contructed
for in respect of:
— property investment und
development projects 432,842 360,435
— dacyuisition of property,
plant und eyuipment 1,494 2,147
Contructed for but hot provided
in the finuncial statements,
net of deposits puid, in respect of:
— property investment und
development projects 46,610 57,991
— ucyuisition of property, pluant
und eyuipment - 214
480,946 420,787
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12. RELATED PARTY TRANSACTIONS

During the Period, the Group hud the following sighificunt transactions with
related puarties:

Six months ended
30th September, || 30th September,

2004 2003
(unaudited) (unaudited)
HK$’000 HKS 000
Advertising income received from
related compunies (Note ii) 767 850
Interest received from un ussociute
(Note iii) 406 414
Munhuyement fees received from
reluted compunies (Note ii) 780 586
Rentdl received from reluted
compunies (Note ii) 4,003 3,520
Professionul und service fees
received from reluted compunies
(Note i) 1,158 1,195
Interest puid to u shareholder
(Note iii) 166 1,399
Advertising expenses puid to reluted
compunies (Note ii) 544 76
Notes:

(i) A director und u substuntiul shureholder of the Compuny huve deemed
interests in the related compunies.

(i) These trunsuctions were curried out uffer heyotiutions between the
Group und the reluted purties und on the busis of estimuted murket
vulue us determined by the Directors of the Compuny.

(iii) The interest received or puid by the Group is culculuted by reference
to the principdl outstunding und at the prevailing market interest rates.
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