Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

1. BASIS OF PREPARATION 1.

The condensed consolidated financial statements
have been prepared in accordance with the
applicable disclosure requirements of appendix 16
of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) and with the Statement
of Standard Accounting Practice No. 25 Interim
Financial Reporting issued by the Hong Kong
Institute of Certified Public Accountants. The
condensed consolidated financial statements
should be read in conjunction with the Group’s
annual financial statements for the year ended
31 December 2003.

2. PRINCIPAL ACCOUNTING POLICIES 2.

The condensed financial statements have been
prepared under the historical cost convention, as
modified for the revaluation of land and buildings,
investment properties and investments in
securities. The accounting policies adopted are
consistent with those followed in the preparation
of the Group’s annual financial statements for the
year ended 31 December 2003.
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Notes to the Condensed &S
Consolidated Accounts B B M

For the Six months ended 30 June 2004 BIE—FTENENA=1+HILENEA
3. TURNOVER 3. EXH
Unaudited
RIEEZ

Six months ended 30 June

BEANA=tHILAXEAR

2004 2003
—gEmE —TE=F
HK$°000 HK$°000

EETT BT T

Turnover is analyzed EEBEIMWOT :

as follows:
Rental income WA 44,593 45,456
Sales of developed HEZERME

properties 71,028 —
Income on disposal of BEETREE

Non-performing EBBA

assets 69,761 —
Proceeds from trading BEEZBHFMISHRE

of securities 65,497 48,613
Management fee EBERA

income 37,984 33,664
Dividend income from ImESFREEA

listed securities 3,539 68

292,402 127,801
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Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

4,

SEGMENT INFORMATION

For management purposes, the Group is currently
organized into five operating divisions: sales of
developed properties, disposal of non-performing
assets, investments, property leasing and property
management. These divisions are the basis on
which the Group reports its primary segment
information.

By business segments:
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For the Six months ended 30 June 2004

BZ22004%6A30H 1L~ BR
Disposal of
Sales of non-
developed  performing
properties assets Property Property
HERRE BRETR Investments leasing Management Total
nE B RE NERE NEER &E
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
BETT BETT BT BETT BB BETFT
Turnover BX8 71,028 69,761 69,036 44,593 37,984 292,402
Segment results AHEE 9,260 69,761 (20,668) 40,749 3,248 102,350
Interest income MEMA 4,779
Unallocated corporate K A BLA ]
expenses ER (9,722)
Profit from operations & & & Fl 97,407
Finance costs HKER (13,485)
Share of results of A UNG
associates E3 45,737
Loss on repurchase of  [E18& Al # % f&
convertible bonds EEf/BR (632)
Profit before taxation i ) F 129,027
Taxation e (1,047)
Profit before minority & it VERE
interest R A& 127,980
Minority interest DERFER (5.068)
Net profit for the period #3/% FI /% % 122,912
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Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

4,

SEGMENT INFORMATION (Cont’d)

By business segments: (Cont’d):

Turnover
Segment results

Interest income
Unallocated corporate
expenses

Profit from operations

Finance costs

Share of results of
associates

Profit before taxation
Taxation

Profit before minority
interest
Minority interest

CES
RS
MERA
ATARAT
g
BERH
BHER
VN
ES
BATE A
HA
At S BBER
R 2t A A
SEBRRER

Net profit for the period 334 %I ;% %

SR

A B B &

BI—FENFANA=1HIE

4. DHER &)
BEXEIRB  (B)

For the Six months ended 30 June 2003
HZ2003F6A30H 1~ A

i

ANEA

Disposal of
Sales of non-
developed  performing
properties assets Property Property
HEERR BETR  Investments leasing  Management Total
VES EE RE mEHE NEER e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ERTFT BETFT BETFT BERTFT BETFT BERTFT
— — 43,681 45,456 33,664 127,801
— — 7,679 32,527 1,239 41,445
4,723
(12,987)
33,181
(23,602)
56,094
65,673
(3,264)
62,409
(1,152)
61,257
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Notes to the Condensed &S
Consolidated Accounts BR B Mt

For the Six months ended 30 June 2004 BIE—TENENA=1+HIEANEA
4. SEGMENT INFORMATION (Contd) 4. DEEFR (&)
By geographical markets: BRhmigiE

Six months ended 30 June
BEANA=THLAEA
Turnover
=E -

2004 2003
—EENFE _—TT=F
HK$'000 HK$'000
BEFT BT T

Hong Kong BB 140,686 50,246

The PRC, excluding BBl (B BRI
Hong Kong 151,716 77,555
292,402 127,801
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Notes to the Condensed &S
Consolidated Accounts B B M

For the Six months ended 30 June 2004 BIE—FTENENA=1+HILENEA
5. PROFIT FROM OPERATIONS 5, RKR&E&HA
Unaudited
REE R

Six months ended 30 June
BZAA=1THIEAKEA

2004 2003
—gEME —TT=
HK$°000 HK$°000

EBEFT BT T

Profit from operations R R
has been arrived at
after charging:

Depreciation = 2,497 2,533
Amortization of B

goodwill 2,793 2,793
And after crediting: WEFA
Interest income B A 4,779 4,723
Gain on disposal of HEEREMERF

investment properties 3,785 —
Released to income of BMELREER

negative goodwill 1,856 1,856
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Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

6. TAXATION 6.

The charge comprises: BHIERRE :

Company and Subsidiaries ~ &NA R KW E A 7

Income tax in the PRC, B (BrEBIN)
excluding Hong Kong Z PR

Share of taxation attributable # {5t X 5518
to associates

Income tax in the PRC, P E (BREFEIN)
excluding Hong Kong Z e

Deferred taxation (note 11) RIEFEIE (Kfat11)

Current period EHIHE
Attributable to change R REE 5|
in tax rate

No provision for Hong Kong Profits Tax has been
made, as the Group has no assessable profit for
the period and the previous period. PRC income
tax is calculated at the rates prevailing in the
respective jurisdictions.
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B IE

Unaudited
RIEER
Six months ended 30 June
BEAA=tHLEXEA

2004 2003
—sEME —FT=F
HK$°000 HK$'000

EBEFT BT T

112 445
935 3,315
1,047 3,760
— 543

— (1,039)

— (496)
1,047 3,264

HRAEERAREFRHIL EE
SRR - AR BB RIS
e PRINMEHR RS FDEME
BRI KRFTE -

Silver Grant International Industries Limited Interim Report 2004 page 40



Notes to the Condensed &S
Consolidated Accounts B B M

For the Six months ended 30 June 2004 BIE—FTENENA=1+HILENEA
7. DIVIDEND PAID 7. BERE
Unaudited
REEZ

Six months ended 30 June
BZAA=1THIEAKEA

2004 2003
—gEME —TT=F
HK$°000 HK$°000

EBEFT BT T

2003 final dividend at 2003F K HEA IR B
the rate of HK$ 4 cents BFRZ AL
(2003: Nil) per share (2003 : #&) 61,689 —
8. EARNINGS PER SHARE 8. EBEREF
Unaudited
KREER

Six months ended 30 June
BEZA<A=1tHLAEA

2004 2003
HK$'000 HK$'000

BEFIT BT T

Earnings for the purpose of FMUFFEESRER
the basic and diluted REERNZ
earnings per Share vapl 122,912 257
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Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

8. EARNINGS PER SHARE (cont'd) 8.
Number of ordinary AU EERER
shares for the purpose BAz &R

of basic earnings per share &=

Effect of dilutive potential BITEEREZ
ordinary shares from share A& £ # & W&
options TRk

Number of ordinary ARG E SREE
shares for the purpose BA 2 &R
of diluted earnings per HE
share

The convertible bonds have no dilutive effect on
the earnings per share for the previous period.

SRS
BR B MY &

BI—FENFANA=1THIEAEA

BRERN (&)

Unaudited
RRER
Six months ended 30 June
BEAA=tHLEXEA
2004 2003
—EENFE —ZTT=
Number of shares
(in thousand)

RE(F)

1,516,006 1,312,222

47,736 5,374

1,563,742 1,317,596

ABMEESFHEFRBZESRAEN T
EENEERE o
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BI—FENFANA=1THIEAEA

Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

9. FINANCE COSTS 9. HMBEAR
Unaudited
REER
Six months ended 30 June
BZEXA=tHLAREA
2004 2003
—EENE —ZET=F
HK$'000 HK$°000
BT B F T
Interest on bank loan and BHRAFNER
overdraft wholly repayable  ZiETER K&
within five years BB 16,349 15,723
Interest on convertible bonds ] # % & %T'J = 4 8
Interest on provision in IR BB E QT
respect of borrowings of BEENE
associate — 1,550
Interest on other loan wholly T F ABHEE
repayable within five years 2 HMERF & 128 5,595
Interest on advance from /NS BRI
an associate — 3,164
Total finance costs HMEERAR 16,481 26,040
Less: Amount capitalized B ERMER
in properties under BERbz 2
development (2,996) (2,438)
13,485 23,602
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Notes to the Condensed

Consolidated Accounts

For the Six months ended 30 June 2004

10. INVESTMENT PROPERTIES, PROPERTY,
PLANT AND EQUIPMENT

Net book value at R-_ZTEEMFE—H—H
1 January 2004 ZEREFEE

Additions 3 hn

Disposal &

Depreciation e

Net book value R-ZTEEMFEA=TH
at 30 June 2004 Z BRENFE

At 30 June 2004, the directors considered the
carrying amount of the Group’s leasehold land
and buildings and investment properties carried
at revalued amounts and estimated that the
carrying amounts did not differ significantly from
that which would be determined using fair values
at the balance sheet date. Consequently, no
revaluation surplus or deficit was recognized in
the current period.

SR

BR B MY &

BI—FENFANA=1THIEAEA

10. REYE -UX -  BERRHE

Property,

plant and

Investment equipment
properties ¥ - KE
REWE &
HK$°000 HK$,000
BT T BT T
1,897,520 88,158
— 1,627
(30,495) (2,543)

— (2,497)
1,867,025 84,745

R_ZZEMNENA=1+H EERR
AEEHETHEREME CHER
REGHERIE  YEEANDFR
BEENGEERZARBEEEELE
BEAEZR - Wit YEEM[BHKRAE
MR AEIREAER
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Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

11. DEFERRED TAXATION 11.

The following are the major deferred tax assets
and liabilities recognised and movements thereon
during the current and prior reporting periods:

i SE 7 1R

A B B &

BI—FENFANA=1THIEAEA

FE%' EH n‘l_\ /EI\

i

ATAEARARN T2 BRRT

HEEERABRALY

Accelerated tax  Revaluation
depreciation of properties Tax losses Total
MERBIE MEER BEER &t
HK$'000 HK$000 HK$'000 HK$'000
EETT BEETT BETTT EEFT
At 1 January 2003 R2003E1A3 18 — (33,015) 11,084 (21,931)
Change in tax rate kg — — 1,039 1,039
Charge (credit) to income RAE R K& (k)
for the period itA — — (542) (542)
At 30 June 2003 72003564308 - (33,015) 11,581 (21,434)
Charge (credit) to income RARE /B
for the period/year (&) & A (555) 293 270 8
Charge to investment properties REENFER
revaluation reserve B A = (2,481) — (2,481)
At 31 December 2003 and R2003F12A31B K
30 June 2004 20046 A30H (555) (35,203) 11,851 (23,907)
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Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

11.

DEFERRED TAXATION (cont’d)

For the purpose of balance sheet presentation,
certain deferred tax assets and liabilities have been
offset in accordance with the conditions set out
in SSAP12 (Revised). The following is the analysis
of the deferred tax balances for financial purposes:

Deferred tax assets EREFRIBE E
Deferred liabilities EEFRTEEE

At the balance sheet date, the Group has unused
tax losses of HK$265.07 million (2003: HK$265.07
million) available for offset against future profits.
A deferred tax asset has been recognised in
respect of HK$67.72 million (2003: HK$67.72
million) of such losses. No deferred tax asset has
been recognised in respect of the remaining
HK$197.35 million (2003: HK$197.35 million) due
to unpredictability of future profit streams.
Included in unrecognized tax losses are losses of
HK$183.65 million, HK$2.46 million and HK$5.09
million (2003: HK$183.6 million, HK$2.46 million
and HK$5.09 million) that will expire until 2005,
2007 and 2008 respectively. Other tax losses may
be carried forward indefinitely.

GLEEEES
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BIl—EEmENA=+THIENEA

ERIE (8)

NEERBEXRERMES  ERIEES
BEBAERIE 1258 (KIEET) FTEIRMHIE
HASEETEERBEERABRE -
VAR 2 5k B 75 B S R 3R R RE AR IB 45

2

31 December

30 June 2003
2004 —ZTEZ =4
—EENF +—-A
~HA=1H =+—H
HK$'000 HK$°000
BMT T BT T
11,296 11,296
(35,203) (35,203)
(23,907) (23,907)

REEBERB  AEEAE A HREH
KM e REHEBBEBBEE
265,070,000 (ZZEE=F : B
265,070,000 ) » H & & ¥&
67,720,000t (ZZEZT=4F : B
67,720,0007T) /& 15 #8 8 /Y 3E & 74 18
BEEDRKBER HuHp B K
197,350,000 c (T =4 : B
197,350,0007T) B & 2K 89 W 2= i &9 T
AITERIME M AR FHER o RERTRISE
18 B 1% 5 ¥ 183,648,000 * & ¥
2,456,0007T K& 7 ¥ 5,088,0007T (=
TT =4 : B¥183,648,0007T * B
2,456,000 T K& 7% #5,088,0007T)
BE ZEBEBERSIR_ZZFHR
F ZETLFRZZTN\FEM -

HbhFirsEsi8n & L4588 - B b 5
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Notes to the Condensed &S
Consolidated Accounts B B M

For the Six months ended 30 June 2004 BIE—FTENENA=1+HILENEA
12. TRADE RECEIVABLES 12. EBUWERRX
The Group allows an average credit period of 30 REBGREBIEFPFEH=TXEHR
days to its trade customers. H o
The following is the aged analysis of trade THE2EKESRREER ZERK D
receivables at the balance sheet date: o
Audited
Unaudited K A%
KRELERZ 31 December
30 June 2003
20068 —EE=4F
—EENF +=A
ANA=+8 =+—H
HK$'000 HK$'000

YT BB T

0 — 30 days TE=+H 96,510 2,609
31 — 90 days = - —Z3h s 4,929 2,815
Over 90 days BT H — 2,673

101,439 8,097
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BI—FENFANA=1THIEAEA

Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

13. TRADE PAYABLES 13. EFERR

The following is the aged analysis of trade THE2ENERREER ZERK D

payables at the balance sheet date: T
Audited
Unaudited KEZ
KEER 31 December
30 June 2003
2004 —EFT=
—EZTNEF +=A
AA=TH = Griae=
HK$'000 HK$'000
BEFT BT T
0 — 30 days TEx=+H 8,427 3,820
31 — 90 days — s 23 e 5,904 9,250
Over 90 days 838 N+ B 11,224 2,039
25,555 15,109
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Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

14. BORROWINGS 14. B8
Audited
Unaudited LEZ
KREEH 31 December
30 June 2003
2004 T =-F
—EEMF +=A
ANAZ=1+H =+—H
HK$’000 HK$'000
BT T BT T
Bank loans RITER 609,775 610,350
Other loans ﬁ‘rﬁzfa E — 5,140
Convertible bonds A RARE — 1,560
609,775 617,050
Less: Amount due S B AR B
within one year BEITR—FA
shown under B i/ 5O
current liabilities (601,150) (607,850)
8,625 9,200
Secured BHEA 609,775 610,350
Unsecured 45 3 4 — 6,700
609,775 617,050
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Notes to the Condensed &S
Consolidated Accounts BR B Mt

For the Six months ended 30 June 2004 BIE—TENENA=1+HIEANEA
15. SHARE CAPITAL 15. R
The movements in the share capital of the RABRAREIA 2 B ERGM T

Company are summarized as below:

Number of shares Share capital

BRGOEE [N
HK$°000
B F T
Authorised: EERE
Balance at 1 January 2003, &M EEO0.20/& T2
30 June 2003, 1 January LB 20034
2004 and 30 June 2004 1HA1H + 20034
ordinary shares of 6A30H + 20044
HK$0.2 each 1H1H X&2004%
6H308 2 &% 2,000,000,000 400,000
Issued and fully paid: EBITRHBERE :
Balance at 1 January 2003, &MRMEE0.20% T2
30 June 2003 and E R 20034
1 January 2004 ordinary 1A18 » 20034
shares of HK$0.20 each 6308 K& 20044
1H1H 1,312,221,611 262,444
Issue of shares TR AD 165,000,000 33,000
Exercise of share options TEBREZET RN 65,000,000 13,000
Balance at 30 June 2004 20046 H30H z & & 1,542,221,611 308,444

Silver Grant International Industries Limited Interim Report 2004 page 50



Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

16. POST BALANCE SHEET EVENT

On 17 September 2004 and 20 September 2004,
China Cinda and its subsidiaries entered into four

conditional agreements with the Company.

If the respective conditions precedent as set out

in the agreements are to be fulfilled, the Company

will:

(i)

(if)

acquire certain non-performing loans (the
“NPLs”) from China Cinda at a total
consideration of HK$797.70 million in cash.
The aggregate principal amounts of the
NPLs acquired amounts to RMB56.90 billion
in aggregate. The total consideration paid
represents 1.5% on the principal amount
of the NPLs.

appoint China Cinda to manage the NPLs.
China Cinda is entitled to receive a
management fee, calculated by reference
to the cash recovered from the disposal of
the NPLs up to maximum rate of 10%.
China Cinda is further entitled to share the
NPLs disposal profit according to a profit
sharing scheme when the cash recovery rate
exceeds 2% of the principal amount of
NPLs.

16.
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RS HHIET 2 5 BRI A
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Notes to the Condensed
Consolidated Accounts

For the Six months ended 30 June 2004

16. POST BALANCE SHEET EVENT (contd)

(iii)

issue a two year convertible note to Catic
Limited, an indirect wholly-owned subsidiary
of China Cinda, for a total consideration of
HK$440.00 million. Interest payable under
the convertible note will be charged at
1.5% p.a. and is payable semi-annually in
arrears. Based on the initial conversion price
of HK$2.20 per share, the convertible note
will entitle its holder to convert the
convertible note into 200,000,000 new
shares of the Company on or before the
maturity date, subject to adjustment. The
proceeds received will be used as part
payment of the consideration of the NPLs.

The transactions stipulated in the agreements

constitute connected transactions or continuing

connected transactions of the Company, which

require approval of the independent shareholders

in general meeting. The acquisition of NPL further

constitutes a discloseable transaction of the

Company. The Company is preparing a circular to

be dispatched to the shareholders of the Company

as soon as practicable to inform shareholders of

the details of the transactions.

GLEEEES
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BI—FENFANA=1THIEAEA

16. "EHERER (@)

(iii)

LA 48 X {8 75 ¥ 440,000,0007T 6]
Catic Limited (FF B {5 £ 2 @
2EMBAR) RE—HMEH
WA R ERE - AIRKRZEERE
S F) BIRFEFE1 5% I H
BEFEATHAIRAIN ° 2R
EER220TRREATRRE
BRZEAEZRESE AR I HE
3 DA BT HT R F] ] IR T IR K
200,000,000/ A~ A &I 5 A% » A]
THE REABRREEMSE
LEEKRBAEINBITRE
UK AE -

HHEEBE T 2R BERARF ZBE
RRREARE FHERB - TREX
MBI EXARB AR BE 2R
5 o ARREEE—DBRRBRAR
EEBRAIITRREA T TARQF BRI
BRARRABRZEXZNFAER -

Silver Grant International Industries Limited Interim Report 2004

page 52



