NOTES ON THE UNAUDITED
INTERIM FINANCIAL REPORT
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1.

Basis of preparation

This interim financial report is unaudited, but has been reviewed by KPMG
in accordance with Statement of Auditing Standards 700 “Engagements to
review interim financial reports’, issued by the Hong Kong Society of
Accountants ("HKSA"). KPMG's independent review report to the Board of
Directors is included on pages 39 and 40. In addition, this interim financial
report has been reviewed by the Company’s Audit Committee.

The interim financial report has been prepared in accordance with the
requirements of the Main Board Listing Rules of The Stock Exchange of
Hong Kong Limited (“Listing Rules”), including compliance with Statement
of Standard Accounting Practice ("SSAP") 25 “Interim financial reporting”
issued by the HKSA.

The financial information relating to the financial year ended 31st March,
2003 included in the interim financial report does not constitute the
statutory financial statements of the Company and its subsidiaries (the
"Group”) for that financial year but is derived from those financial
statements. Statutory financial statements for the year ended 31st March,
2003 are available from the Company'’s registered office. The auditors have
expressed an unqualified opinion on those financial statements in their
report dated 9th July, 2003.

The same accounting policies adopted in the 2002/2003 annual financial
statements have been applied to the interim financial report except that
the Group has changed its accounting policy following the adoption of the
revised SSAP 12 “Income taxes”issued by the HKSA which is effective for
accounting periods commencing on or after 1st January, 2003.

Under the revised SSAP 12, deferred tax assets and liabilities arise from
deductible and taxable temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the tax
bases respectively. Deferred tax assets also arise from unused tax losses and
unused tax credits. Deferred tax liabilities are generally provided in full on
all taxable temporary differences while deferred tax assets are recognised to
the extent that it is probable that future taxable profits will be available
against which the deductible temporary differences can be utilised.

This change in accounting policy does not have a material impact on the
Group’s results and net assets for the current or prior periods, therefore the
opening balances have not been restated.

wREE

AP HMIERERCRZ - WEBHEEH SR
EEFIRERAS +%“AU§% TR RAE])
M2 BT 2ERIE 7005 [ B iR S 0 =6
HITEN EEReMEEABESES 2B
EMREHNRFI9B RF40H o toh - A HE
BRENCHRARRZEREZEEEH -

KPP BREDRBEEEREZZAARAR
IR ETRY(TETRAN ZHRERE - EHER
E@%HA\ BRI AERM 2B EKER
(TgatFRI) FE25R [P HFBHRE] 2 HRE °

AP BHPBERETARBE_TT=F=A=+
—BUEMRFEZHEEHLIEARE KA
RE([REE]) RZAREFEZEERE — 88
H o EDRSEEZERE BE_TZT=F=A
St RLEFEZEEREARARE M
FREH REMR_ZTT=FLANAERZ
BETHZEREFEHBEREER -

AP EREMRAZ A RRE-_TT —
“ET-FFRARAZE S BRAR - XK
BREMNEEGHMABHRTHAE —TT=F
— A BREREFZ G EREER KB R
SFRIE IR FAEHIE RSt BREAME
) o

RELETETHE 2R BEEHBEEERA
BEREHABRRAECEERBREERER
HERGEEEABREEREFE < BINRRER
BEREZEMEE - EERBEETSEAKRY
RAZBRBEERRADBIHBAELMELE < BT
BREE - REMEERIVER EEZR/IEEEE
i BT T IR & 2 B3R B 1% ] A 501K 54 FE 4R
M R M SR T A B T R AR o

HEERABRREHARERNEERTREE AR Z
XERFEEERBEAVE MBI EHLE
TIAES -

21



22

NOTES ON THE UNAUDITED
INTERIM FINANCIAL REPORT
AKBRTHYHRS W E

(Expressed in Hong Kong dollars LA & ¥ 5t &

2, Segmental information 2.

The analysis of the asset-based geographical location of the operations of
the Group during the period is as follows:

SMEH

AEBRBAREEMERRED 2 EB DTN
T :

Six months ended 30th September,

BEAA=+tHILAEA

Group Turnover Profit from operations
EEEXER RERA

2003 2002 2003 2002

$'000 T 7T $'000 F 7T $'000 Tt $'000 F 7T

Hong Kong &5 599,161 616,882 82,097 94,606
North America EEM 218,471 233,992 (18,246) (12,886)
Mainland China AR B K R 276,567 271,532 28,282 36,010
Australia and New Zealand BN K 3 76 B 48,461 35,321 (3,663) 2,192
1,142,660 1,157,727 88,470 119,922
Unallocated KABZIHEE - - (16,816) (15,101)
1,142,660 1,157,727 71,654 104,821

Asset-based segment reporting is in line with the Group’s internal
management information reporting system. No business segment analysis
of the Group’s turnover and trading results is presented as all the Group's
turnover and trading results are generated from the manufacture and
distribution of food and beverages.

Turnover by the location of customers is as follows:

REEFMEHROBERIEHALREAEEZ
AHBERERRRAL - ARAEE 2 EEBER
REXBEEHPRBEERSHRBRAKRM @ HE
REREBDIZER -

REFMEMBRIPIELHNT

Six months ended
30th September,
BERA=1+HLAEA

2003 2002

$'000 Tt $'000 F 7T
Hong Kong &5 714,515 728,994
North America EEM 250,087 265,587
Mainland China AR B oK e 92,428 89,043
Australia and New Zealand RN K FT R 51,793 38,976
Others Hh 33,837 35,127

1,142,660 1,157,727
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3. Profit from ordinary activities before taxation

Profit from ordinary activities before taxation is arrived at after (crediting)/
charging:

3.

REBEXERBZBRRMER

REEREBZBRBAENE GIA) kK :

Six months ended

30th September,
BERA=+HLEAREAR

2003 2002
$’000 T 7T $'000 F 7T
Interest income M EBA (3,603) (2,855)
Finance charges on obligations under finance leases MERSEH 2 HBER 135 220
Interest on borrowings ERES 4,034 4,949
Depreciation e 55,236 53,983
Cost of inventories FERAR 535,407 545,153
4.  Write back of provision for compensation for traffic accident 4. TEBIIBEZEBHEBE
This represents the write back of overprovision for compensation for traffic S IE B R E DA AR — B A & Vitasoy
accident relating to one of the Company’s subsidiaries, Vitasoy USA Inc., USA Inc. W_Tffﬁﬁﬁﬁfﬁﬁé BINBEZEB
which occurred in 2000. At 31st March, 2003, the Group had established a HRERER - R=ZTFT=F=A=1+—H ' &%
provision of $2,342,000 for three injury claims. During the period, two injury B =X EREIRER23420007T c £EF M
claims were settled and the provision for claims amounting to $101,000 was HRENRBEANDESER - Fﬁ@ﬁﬁZﬁFﬁ%ﬁ%{
utilised. At 30th September, 2003, a provision of $777,000 was maintained ¥ A101,000 c R=ZZETE=FNLA=+H"
for the remaining injury claim. MT—IRRERZBHEEER777,0007T °
5.  Profit on disposal of an associate 5. HEBEARZER
The equity interest in Sodexho (Hong Kong) Limited, our associate, was sold A& E@Eﬁ“* AR RAH (FB) BR A8 FTHKR
in August 2002 for a consideration of $14,000,000, giving rise to a gain on AEZER =TT =F )\ A BL14,000,0007T Z X
disposal of $2,485,000. BHE - #8155 F2,485,0007T °
6. Taxation 6. WA

Six months ended
30th September,
BEAA=+HLEAEAR

2003 2002

$’000 T 7T $'000 F 7T

Provision for Hong Kong Profits Tax for the period EBMEHES 18,338 19,808
Provision for overseas taxation TEINR T 786 1,387
Deferred taxation 5 3E B 18 (8) 112
19,116 21,307

Share of associate’s taxation JE A Bt & R A B IR - (21)
19,116 21,286

The provision for Hong Kong profits tax is calculated at 17.5% (2002:16%) of
the estimated assessable profits for the period. Taxation for subsidiaries
outside Hong Kong is similarly charged at the appropriate current rates of

taxation ruling in the relevant countries.

BB TG %RE%JHEFE@WZ@#F&‘%%&@%J&
HEI175%(ZTT=F : 16%) 57 & o AL
ZHBARNEUA XN EEREREREARZH
K EHE o
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Dividends

(@)  Dividend attributable to the interim period

7. KR

(@) ZKNMEA B2 RE

Six months ended

30th September,
BERA=1+HLAEA

2003 2002
$’000 T 7T $'000 F 7T
Interim dividend declared after the interim RANEABBEREBEEIR 2
period end of 2.8 cents per share F A AR B AR 2,811
(2002: 2.8 cents per share) T =_F : gkosil) 27,581 27,275

The interim dividend declared after the interim period end has not
been recognised as a liability at the interim period end date.

RANEABEERRE IR 2T HREL
ARANBEAPHZEEARRRAME -

(b)  Dividends attributable to the previous financial year, approved and paid ®) RN F B #EE R K2 B E
during the interim period E KRB
Six months ended
30th September,
BERA=1tHILEAEA
2003 2002
$’000 T 7T $'000 F 7T
Final dividend in respect of the previous AN E A R & R
financial year, approved and paid during RBEZ BEMBREE
the interim period, of 5.7 cents per share R EARR S B AR 5. 71
(2002: 5.1 cents per share) (ZZ2Z=F : B&5.110L) 56,100 49,679
Special dividend in respect of the previous RS E A B &
financial year, approved and paid during kB 2 BB E R B
the interim period, of 5.0 cents per share (2002: Nil) &R 50(l (=TT —4F : &) 49,211 -
105,311 49,679
Earnings per share 8. H®EE¥

(a)  Basic earnings per share

The calculation of basic earnings per share is based on the profit
attributable to shareholders of $53,823,000 (2002: $79,519,000) and the
weighted average number of 981,598,000 ordinary shares (2002:
973,656,000 ordinary shares) in issue during the period.

()  Diluted earnings per share

The calculation of diluted earnings per share is based on the profit
attributable to shareholders of $53,823,000 (2002: $79,519,000) and the
weighted average number of 989,504,000 ordinary shares (2002:
978,682,000 ordinary shares) after adjusting for the effects of all

dilutive potential ordinary shares.

(@) BREXEF

7 5 B A5 28 ) T AR AR SRR 45 03
53,823,0007C (Z T T =4 : 79,519,0007T)
RIZER A B 1T & AR 2 4k T &
981,598,0008% (=TT =4 : 973,656,000/%
ERR)EHE -

v) BREERTF

5 5B 28 ) T AR AR SR R4 03
53,823,0007C (Z T T =4 : 79,519,0007T)
kB REEBERNZ ERR IV E
1 i 38 28 1 2 3 AR 4 34 B
989,504,0008% (=TT =4 : 978,682,000/%
ERR)EH -
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8. Earnings per share (continued)

(c)  Reconciliation

sREH ()

© HE

Six months ended
30th September,
BEAA=+HLEAEAR

2003 2002
Number of Number of
shares shares
B B fi& 2
000 T & '000 T
Weighted average number of ordinary shares used AR ESRELRREF] 2
in calculating basic earnings per share T 3E AR N 5 AR B 981,598 973,656
Deemed issue of ordinary shares for no R =% B i AR A DA T IER (R (B
consideration arising from share options FHMmETZ EBR 7,906 5,026
Weighted average number of ordinary shares used AN ESREERF 2
in calculating diluted earnings per share T 3E AR hn 4 5 AR B 989,504 978,682
9. #EH

9. Inventories

Included in the inventories of the Group, there are raw materials and

finished goods stated net of provisions, made in order to state these

AEBZFEEED R E M B H 2 RE R EK
o R 2 AR GE A B BRIFES 2 RIEE

inventories at the lower of their cost and estimated net realisable value, as Bl B
follows:
At 30th At 31st
September, 2003 March, 2003
R-ZEZ=F R-ZZET=4F
AB=+H =A=+—H
$’000 T 7T $'000 F 7T
Raw materials R 15,715 16,793
Finished goods BIPK dh 2,211 671
10. Trade and other receivables 10. FEU IR X B B i FE U &%

At 30th At 31st
September, 2003 March, 2003
R-ZEZ=F RZTT=F
AB=+H =A=+—H
$000 T 7T $'000 F 7T
Trade debtors and bills receivable FEER R & E R E & 331,019 263,543
Deposits, prepayments and other debtors B BRI K& E b fE UK 32,592 28,979
363,611 292,522
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10. Trade and other receivables (continued) 10. B M R 7% B B it R A % (#R)
The ageing analysis of trade debtors and bills receivable (net of provisions ERERR R ERERE (BHBRREREE) 2 Rik
for bad and doubtful debts) is as follows: DWMWAT :
At 30th At 31st
September, 2003 March, 2003
R=-ZBE=F RZTT=%F
hB=+H =A=+—H
By date of invoice R EH $’000 T 7T $'000 F 7T
0-3 months ZE=EA 292,404 230,466
4-6 months /=X fE A 37,276 32,794
Over 6 months YRR 1,339 283
331,019 263,543
The credit terms given to customers vary and are generally based on the HTHEEZEENSETR  —REEEMER
financial strength of individual customer. In order to effectively manage the ZHBMRREE c RERERBEKRERZEER
credit risks associated with trade debtors, credit evaluations of customers B AEEHEHETEREATGE -

are performed periodically.

11. Cash and cash equivalents and bank deposits 1. BERBSEFEFEARBITER

At 30th At 31st

September, 2003 March, 2003

R—BZ=F RZTZT=F

hB=+H =A=+—8

$’000 T 7T $'000 7T

Cash at bank and in hand RTEFREFERES 71,266 51,853

Bank deposits maturing within 3 months R=EARBHZRITER 236,294 263,058

Cash and cash equivalents e kBREEMEEE 307,560 314,911
Bank deposits maturing after 3 months R=EAZER—FA

but within 1 year FH 2 RITFER 20,000 10,000

Bank deposits maturing after 1 year R—FRIBZRITER 65,532 100,000

393,092 424911

12. Trade and other payables 12. FEM IR R K FE &%

At 30th At 31st

September, 2003 March, 2003

R=—BZ=F RZTZT=F

hB=+H =A=+—8

$’000 T 7T $'000 7T

Trade creditors and bills payable EAERRENER 170,826 151,786

Accrued expenses and other payables FEET & A & H fth FE 5 3K 157,419 145,419

328,245 297,205
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12. Trade and other payables (continued)

The ageing analysis of trade creditors and bills payable is as follows:

12, FEfTRRRR R X fin B8 8k (4)

FEAT BR R K B 1 R AR 2 BR ik

T -

At 30th At 31st
September, 2003 March, 2003
R-ZZ=F R-ZZET=4F
hB=+H =A=+—H
By date of invoice R EHH $'000 T T $'000 F 7T
0-3 months TE=EA 163,891 148,427
4-6 months M= 7S @ B 5,000 2,186
Over 6 months NEA A E 1,935 1,173
170,826 151,786
13. Share capital 13. BF
At 30th September, 2003 At 31st March, 2003
R-ZZEZ2=FhB=+H R-ZTE=F=A=+—H
Number Number
of shares Amount of shares Amount
000 T & $’000 T 7T '000 F A& $'000 F 7T
Authorised: VETE ¢
Ordinary shares of $0.25 each BREE25TE B 3,200,000 800,000 3,200,000 800,000
Issued and fully paid: ERITRBERK
At 1st April ®nMEA—H 977,044 244,261 972,596 243,148
Shares issued on exercise of BMITEEREM
share options BIIRG 7,472 1,867 4,448 1,113
984,516 246,128 977,044 244,261

During the period, options were exercised to subscribe for 7,472,000
ordinary shares in the Company. The net consideration was $8,390,000 of
which $1,867,000 was credited to share capital and the balance of

$6,523,000 was credited to the share premium account (note 14).

REE7,472,000 A AR LB 2 BIRENBARITE -
W K&K B £8,390,0007T + E H 1,867,000 B AR A -
H £26,523,0007T BIl # AR 1905 B AR (MisE14) o
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14. Reserves 14. k&
Capital
Share Capital redemption Legal General Exchange Retained
premium reserve reserve reserve reserve reserve profits Total
4% 8 EAfiE EXBERE EERE -R&EE B REEF &t
At st April, 2002 RZZZ_FMA-H 267,574 104,175 1,101 5,408 2,261 (32.277) 589314 937,556
Transfer from capital reserve BEREREERZ
to retained profits REBRM - (4,087) = = = = 4,087 =
Premium on shares issued on exercise  §L1T{E BB R EME 1T
of share options k2 & E 3,909 - - - - - - 3,909
Exchange differences on translation of R EI§MIEA 7
financial statements of BERRAMEEL
foreign subsidiaries ERER - - - - - 594 - 594
Final dividend approved in respect of 5 FEE
the previous year (note 7(b)) REARS (B 7)) - - - - - - (49,679) (49,679)
Interim dividend declared in respect of SAEEE 2 $
the current year (note 7(a)) B8 (HiE7@) - - - - - - (27,275) (27,275)
Profit for the year REEEF - - - - - - 139378 139378
At 31st March, 2003 R=EE=4
=A=1+-8 271483 100,088 1,101 5408 2,261 (31,683) 655,825 1,004,483
At 1st April, 2003 R-EE=FEMA-A 271,483 100,088 1,101 5,408 2,261 (31,683) 655,825 1,004,483
Transfer from capital reserve BEARBERE
to retained profits REEH - (2,043) - - - - 2,043 -
Transfer from retained profits BEREGNERE
to legal reserve EERE - - - 772 - - (772) -
Premium on shares issued on ROEBREMRTRA
exercise of share options (note 13)  Z & 1E (H3E13) 6,523 - - - - - - 6,523
Exchange differences on translation £ 58 B 4 7
of financial statements of HRRRMEEZ
foreign subsidiaries EXEZR - - - - - 80 - 80
Final and special dividends RLFEHEZ
approved in respect of the RERBHRE
previous year (note 7(b)) (H37(b) - - - - - - (105,311)  (105,311)
Profit for the period RHEE - - - - - - 53,823 53,823
At 30th September, 2003 KZBB=EhB=+E 278,006 98,045 1,101 6,180 2,261 (31,603) 605608 959,598

(i) The application of the share premium account and the capital
redemption reserve is governed by sections 488 and 49H respectively
of the Hong Kong Companies Ordinance.

(i) As part of the restructuring of the Group in February 1994, the
Company disposed of a property to a former subsidiary and
consideration was received in the form of cash and another property.
A total gain, representing the difference between the historical
carrying value of the property disposed of and the fair value of the
consideration received, resulted.

The gain arising from this transaction was divided into realised and
unrealised portions in the ratio of the amount of cash and the fair
value of the property received (“the property”). The unrealised gain
was taken to capital reserve and is realised on depreciation of the
property. During the period, $2,043,000 (year ended 31st March, 2003:
$4,087,000) is transferred from capital reserve to retained profits.
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14. Reserves (continued)

(iii)  The legal reserve has been set up by Shenzhen Vitasoy (Guang Ming)
Foods and Beverage Company Limited and Vitasoja (Macau) Limitada
in accordance with regulations in Mainland China and Macau
respectively.

(iv)  The exchange reserve has been set up and will be dealt with in
accordance with the accounting policy adopted for translation of the
financial statements of foreign subsidiaries.

15. Capital commitments

Capital commitments outstanding at 30th September, 2003 not provided for
in the interim financial report were as follows:

14.

15.

fiti i (#)
(i) EEREBERIMEML LR RAKHAR

R R ORPT) AR R D BIREH
B R BE OB P AR PIRRSL e

(v, AEEEREEBBREBIHINERRTB

B2 R BRI R HER G -

WERIE

RZBZE=FNAA=1TH REFHIBREF
BHEIANEREEFBOT :

At 30th At 31st

September, 2003 March, 2003

R-ZEZ=F RZTET=F

hB=+H =A=+—H

$’000 T 7T $'000 F 7T

Contracted for EEIFD) 9,956 7,799
Authorised but not contracted for EBLEBRETL 36,118 63,024
46,074 70,823
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16. Material related party transactions

(@  The Group has purchased raw milk and milk products from a related
party in Mainland China. The unit price of the milk products is pre-
determined in an agreement entered into between the Group and the
related party, and will be revised by reference to the prevailing market
price of similar products in Hong Kong and Mainland China. Total
purchases from the related party amounted to $1,886,000 (2002:
$3,030,000) during the period. The amount due to the related party as
at 30th September, 2003 amounted to $111,000 (31st March, 2003:
$126,000). This transaction constitutes a connected transaction under
the Listing Rules.

(b)  The products of the Group are distributed by a related party in
Australia and a management fee is charged as a consideration of the
provision of services. The management fee is calculated based on a
pre-determined percentage of the gross sales of products distributed
by the related party, which is on normal commercial terms and is on
terms comparable to the prevailing market rate. Total management
fee charged by the related party for the period amounted to
$1,479,000 (2002: $1,081,000). The amount due to the related party as
at 30th September, 2003 amounted to $533,000 (31st March, 2003:
$1,579,000). This transaction constitutes a connected transaction
under the Listing Rules.

(c)  Pursuant to an agreement entered into on 20th January, 2000, which
was disclosed as a connected transaction under the Listing Rules, the
Company has a commitment to provide financial assistance of up to
$30,000,000 to Shenzhen Guang Ming Group Corporation Limited
("Guangming”), the minority shareholder of the Company’s subsidiary,
Shenzhen Vitasoy (Guang Ming) Foods and Beverage Company
Limited. A total of $20,000,000 had been drawn by Guangming under
this agreement and was fully settled in the prior year.

17. Post balance sheet event

After the balance sheet date, the Directors declared an interim dividend.
Further details are disclosed in note 7.

18. Approval of interim financial report

The interim financial report was approved by the Board on 9th December,
2003.
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16.

17.

18.

EXHEXSH

(a)

(b)

(©)
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RAMTEPRPEESD - HEEMRZ B
BEAE—DHAASEERZBAEALTILIZ
HEFPELEE  WELEFABRFEK
EREERMEELAZ - HANRZKE
HALTRE 2 BEME(E1,886000L (ZEE
— 4 :3,0300007T) c RZEZE=FhA=
T+ BEMZEEALTZHKIEA11,0007T

—TT=F=H=+—H :126,0007T) °
BELETAL - WERXZFEKBEERS

REBZERB —BBREATRRMNS
W RBREATWBREE  (EARM
RIEZRE REBEDREZBHEEAL
oz ERREERELAETZAM L
FTE  ZE DL Th A — AR SR R AT e
ERMELBRZIEGERMETE - ZE@EA
TR BB 2 AR 75 B 48 58 & 1,479,0007T
—TT 4 :1,081,0007T) c RZEET=
FRLA=ZtTHEENZEEEALZRE A
533,0007c (ZEE=F=A=+—8:
1,579,0007T) ° B4R EWARR - WIER 5 E
REERS -

BER-_ZTTETF—A-t+HIZ2H#
(EREBELEMRAUBERZERTUR

B ARrFERHEEFITABAEEER A
Al (T EA]) (AR AIH B A RF I 4 b

(KA RGBHRBAERARZ PHBKRR) R4t
1% #30,000,0007T Z & » X BABIRIE
% % 42 A #£20,000,000 2 EFK - W E R
LTEERHEE -
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7
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