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NOTES TO CONDENSED INTERIM ACCOUNTS

1. Basis of preparation and accounting policies

These unaudited consolidated condensed interim accounts are prepared in
accordance with Hong Kong Statement of Standard Accounting Practice (“SSAP”)

25, Interim Financial Reporting, issued by the Hong Kong Society of Accountants
(“HKSA”).

These condensed interim accounts should be read in conjunction with the 2001
annual financial statements.

The accounting policies and methods of computation used in the preparation of

these condensed interim accounts are consistent with those used in the annual
accounts for the year ended 31st December, 2001 except that the Group has changed

certain of its accounting policies following its adoption of the following Statements
of Standard Accounting Practice (SSAPs) issued by the HKSA which are effective for
accounting periods commencing on or after 1st January, 2002:

SSAP 1 (revised): Presentation of financial statements

SSAP 11 (revised): Foreign currency translation
SSAP 15 (revised): Cash flow statements

SSAP 25 (revised): Interim financial reporting
SSAP 34: Employee benefits

2. Turnover

The principal activity of the Company and its subsidiaries is the holding of listed

and unlisted securities.

Unaudited
Six months ended 30th June,

2002 2001

Restated
HK$ HK$

Interest income from debt securities 4,685,812 3,559,111

Bank interest income 4,269,494 6,197,522
Dividend income – from listed investments 85,550 177,090

– from unlisted investments 114,775 –

9,155,631 9,933,723

No geographical analysis is provided as less than 10% of the consolidated turnover

and less than 10% of the consolidated trading results of the Group are attributable
to operation outside Hong Kong.

In 2001, the Group changed its accounting policy with respect to the recognition of

income from debt securities. Amortisation of discount on purchase of debt securities
is no longer recognized as income. The change is more appropriate to reflect the

nature of our existing debt securities portfolio.
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2. Turnover (continued)

The comparative statements for 2001 have been restated to conform to the changed

policy. The effect of the change in respect of the period 2001 is summarized below:

2001
Reported 2001

previously Adjustment Restated
HK$ HK$ HK$

Interest income from debt securities 14,844,004 (11,284,893) 3,559,111
Turnover 21,218,616 (11,284,893) 9,933,723

Profit on disposal of debt securities 11,687,901 429,054 12,116,955
Unrealized (losses)/profits on

debt securities (7,913,300 ) 10,855,839 2,942,539
Profit attributable to shareholders 8,906,676 – 8,906,676

3. Operating (loss)/profit

Unaudited
Six months ended 30th June,

2002 2001
HK$ HK$

Operating (loss)/profit is stated after (crediting)/
charging the following:

Technical consultancy fee – 9,898,126

Staff cost (excluding directors’ emoluments) 255,800 255,767
Depreciation 58,815 84,020

Net exchange gain (18,964,004) (7,477)

4. Taxation

Hong Kong profits tax has been provided at the rate of 16% on the estimated

assessable profits for the period (2001: 16%).

No deferred taxation has been provided as there are no significant timing differences
arising between profit as computed for taxation purposes and profit as stated in the

accounts.
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5. Dividend

Unaudited

Six months ended 30th June,
2002 2001

HK$ HK$

2002 interim, proposed, of HK 2 cents
(2001: HK 2 cents) per ordinary share

(Note (b)) 33,823,440 33,823,440

Notes:

(a) At a meeting held on 12th April, 2002 the directors proposed a final dividend

of HK 2 cents per ordinary share for the year ended 31st December, 2001,
which was paid on 31st May, 2002 and has been reflected as an appropriation

of retained earnings for the six months ended 30th June, 2002.

(b) At a meeting held on 4th September, 2002 the directors declared an interim
dividend of HK 2 cents per ordinary share for the year ending 31st December,

2002. This proposed dividend is not reflected as a dividend payable in these
condensed accounts, but will be reflected as an appropriation of retained

earnings for the year ending 31st December, 2002.

6. Earnings per share

The calculation of basic and diluted earnings per share are based on the Group’s
profit attributable to shareholders of HK$3,837,321 (2001: HK$8,906,676).

The basic earnings per share is based on the number of ordinary shares in issue

during the period amounting to 1,691,171,989 (2001: 1,691,171,989). The diluted
earnings per share during the period ended 30th June, 2002 and 30th June, 2001

are not disclosed as the exercise of the share options outstanding at 30th June,
2002 and 30th June, 2001 would have no dilutive effect.

7. Investment securities

Unaudited Audited

30th June, 31st December,
2002 2001

HK$ HK$

Shares listed in Hong Kong 111,526,437 90,544,029
Unlisted shares 24,263,914 29,763,915

Unlisted investments 34,017,512 28,797,808

169,807,863 149,105,752
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8. Debt securities

Unaudited Audited

30th June, 31st December,
2002 2001

HK$ HK$

Convertible notes 11,144,160 9,921,512
Bonds 31,437,024 61,787,689

42,581,184 71,709,201

9. Trade and other receivables

Unaudited Audited
30th June, 31st December,

2002 2001

HK$ HK$

Trade receivables – –
Other receivables 46,744,368 53,147,487

46,744,368 53,147,487

10. Trade and other payables

Unaudited Audited

30th June, 31st December,
2002 2001

HK$ HK$

Trade payables – –

Other payables 49,996,078 64,990,599

49,996,078 64,990,599
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11. Contingent liabilities

(a) The Company has given a guarantee to a bank to secure 331/
3
% of the

outstanding indebtedness due by its associated companies, of which the Group
controlled 331/

3
% interest in each. The amount of outstanding indebtedness

due by the associated companies to this bank as at 30th June, 2002 was
approximately HK$430 million (at 31st December, 2001: approximately

HK$452 million).

(b) The Company has given a guarantee to a financial institute to secure borrowing
facilities available to a wholly-owned subsidiary in the amount not exceeding
US$15 million. There was no outstanding indebtedness at 30th June, 2002 (at

31st December, 2001: approximately US$1,928,000).

(c) In September 2001, the Company, together with Chow Tai Fook Nominee
Limited and Fung Wing Cheung, Tony together referred to as the “Plaintiffs”,

issued a statement of claim against three independent third parties (the
“Defendants”) for the refund of a deposit made to the Defendants and related

damages as a result of a breach of terms in an offer (the “Offer”) relating to
the sale and purchase of shares in Kowloon Development Company Limited.

The deposit attributable to the Company amounts to approximately HK$17
million and is included in “Trade and other receivables” on the consolidated
balance sheet. Subsequently in October 2001, the Defendants served a

counterclaim on the Plaintiffs for loss and damages as a result of the non-
completion of the Offer. At this stage, the directors have not made any provision

against the deposit and the counterclaim because they believe the Company
have meritorious claims against the Defendants, however the directors and

the Company’s legal advisor are unable to assess the outcome and the effect
of the above legal proceedings on the Company.

Saved as disclosed above, the directors are not aware of any litigation or

claims of material importance pending or threatened against the Company or
any of its subsidiaries.

12. Commitments

Capital commitments for investments in investment securities

Unaudited Audited

30th June, 31st December,
2002 2001

HK$ HK$

Authorised but not contracted for 17,400,000 20,700,000
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13. Related party transactions

The Group had the following material transactions with its related companies during

the period:

Unaudited
Six months ended 30th June,

2002 2001
HK$ HK$

Management fee expenses to a related company 5,820,537 7,451,888

Pursuant to the management agreement dated 5th March, 1997 (“Existing Investment
Management Agreement”) between the Group and Yu Ming Investment Management

Limited (“YMIM”), in which Fung Wing Cheung, Tony and Fung Yiu Fai, Peter,
jointly own 100% of the shares, YMIM agreed to assist the board of directors with

the day-to-day management of the Group for a period of five years commencing
27th March, 1997. YMIM will be entitled to a management fee equal to 0.375 per

cent. of the net asset value on each quarter date and an incentive fee equal to 20
per cent. of such amount (if any) by which the profit before tax for each financial

year completed exceeds such amount as is equal to 6 per cent. of average monthly
net asset value of the Group as shown by the audited accounts of the companies

within the Group for each such financial year but adjusted so that the associated
companies of the Group will not be equity accounted for the purpose of calculating

such average monthly net asset value and consolidated profit before tax.

On 4th March, 2002, a supplemental agreement (“Supplemental Agreement”) was

approved by independent shareholders to extend the expiry date of the Existing
Investment Management Agreement to 31st March, 2007. Under the Supplemental

Agreement, the management fee remains unchanged. Pursuant to the Supplemental
Agreement, YMIM will not be entitled to the incentive fee if the Group reports an

accumulated loss at the time of the incentive fee computation. Therefore, the
incentive fee will be equivalent to 20 per cent. of the amount by which the audited

consolidation profit before tax of each year ending 31st December (before adjusting
for the incentive fee), and after offsetting the accumulated losses during the term of

the Supplemental Agreement, if any, exceeds 6 per cent. of the average monthly net
asset value for such calendar year.


