NOTES ON THE UNAUDITED INTERIM FINANCIAL REPORT

R B P A

(Expressed in Hong Kong dollars) (LB &)

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 Institute of
Certified Public Accountants (“HKICPA”). KPMG’s
independent review report to the Board of Directors is
included on pages 43 and 44. 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 25 “Interim
financial reporting” issued by the HKICPA.

The financial information relating to the financial year
ended 31st March, 2004 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, 2004 are
available from the Company’s registered office. The
auditors have expressed an unqualified opinion on those
financial statements in their report dated 14th July,
2004.

The same accounting policies adopted in the 2003/2004
annual financial statements have been applied to the

interim financial report.

The notes on the interim financial report include an
explanation of events and transactions that are
significant to an understanding of the changes in
financial position and performance of the Group since
the 2003/2004 annual financial statements.
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NOTES ON THE UNAUDITED INTERIM
AR FA T A R

(Expressed in Hong Kong dollars) (LB &)

2. Segmental information

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

follows:

FINANCIAL REPORT

2. PHEHR

AEERPNZEEMELRE D ZEBATMAT

2004

$’000 Tt
Hong Kong &5 688,200 599,161 100,045 82,097
North America b FEM 213,031 218,471 (16,510) (18,246)
Mainland China i N 7S 265,628 276,567 38,274 28,282
Australia and New Zealand 8 K #7785 66,674 48,461 6,376 (3,663)
1,233,533 1,142,660 128,185 88,470
Unallocated KPR ZER - - (19,819) (16,816)
1,233,533 1,142,660 108,366 71,654

Asset-based segment reporting is in line with the Group’s
internal management information reporting system. No
business segment analysis of the Group is presented as
all the Group’s turnover and trading result are generated

from the manufacture and sale of food and beverages.
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2. Segmental information (continued)

Turnover by location of customers is as follows:

2. 2HER (&

BEPREWRD B ZEXERLT

Hong Kong B

North America Jb=M
Mainland China o B KB
Australia and New Zealand SEOM K 3T e
Others HAth

2004

$'000 Tt
809,878 714,515
243,795 250,087
70,572 92,428
70,242 51,793
39,046 33,837
1,233,533 1,142,660

3. Profit from ordinary activities before taxation

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

3. RAEFEKZBRBAER

REEFEBZBRBEMANE NG, (GFA)

(a) Finance costs: (a) BAEMA -

Interest on borrowings [EE SIS 3,940 4,034
Finance charges on obligations RMEREES

under finance leases 2 BEBR 395 135
4,335 4,169

(b) Other items: (b) EfbIBE :
Interest income B A (2,559) (3,603)
Depreciation e 54,779 55,236
Cost of inventories TFEKAK 553,311 535,407
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NOTES ON THE UNAUDITED INTERIM FINANCIAL REPORT

AR s B T

(Expressed in Hong Kong dollars) (LB &)

4. Write back of provision for compensation for 4,
traffic accident

This represents the write back of overprovision for
compensation for traffic accident relating to one of the
Company’s subsidiaries, Vitasoy USA Inc., which
occurred in 2000. At 31st March, 2004, the Group had
established a provision of $777,000 for an unsettled
injury claim. During the period, the injury claim was
settled and the provision for claim amounting to
$12,000 was utilised. An overprovision for claim of

$765,000 was written back to the income statement.

5. Income tax 5.

RBEBHBEzZBRERED

\H TE 3 4 8 [0 T AR A B H AR —FE B &8 A /) Vitasoy USA
Inc. RZEZTFMPIRZRBEINEE 2 BREREBR
Bl e RZTTWE=A=+—08 ' AEEG—HHKHF
R ZEREFHREMS 777,000 T o ZBEZERER
HANBERSHR - FBA 2 REREBSRER 12,000

JL 0 RIEZ BB 765,000 TEEEEIRHREA °

FREH

Provision for Hong Kong Profits HAZEENER
Tax for the period A

Provision for overseas taxation T HNE 1B A

Deferred tax expenses relating to ERR B K 8 0] A
the origination and reversal of ZRBWER
temporary differences AE

2004
$’000 T T

20,238 18,338
1,002 786
673 (8)
21,913 19,116

The provision for Hong Kong Profits Tax is calculated at
17.5% (2003: 17.5%) 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.
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6. Dividends

(a) Dividend attributable to the interim period

6. RE

(@) AAEAHEZRE

Interim dividend declared after
the interim period end of
2.8 cents per share
(2003: 2.8 cents per share)

AZRINE A BfE A R 1%
Bz HHEE
Fh&2.81l

2T g8l

27,725 27,581

The interim dividend declared after the interim

period end has not been recognised as a liability at

the interim period end date.

(b) Dividends attributable to the previous financial year,

approved and paid during the interim period

RANME A BEAREEIR 2P RS LRKAR
BEAREEEEERREE -

(b) RAANEAMEMARKRZBEMRFERS

Final dividend in respect of the
previous financial year, approved
and paid during the interim
period, of 5.7 cents per share
(2003: 5.7 cents per share)

Special dividend in respect of the
previous financial year, approved
and paid during the interim
period, of 5.0 cents per share
(2003: 5.0 cents per share)

AN ME A R L&
RR%E 2B
BBFERERE
FA%5.71L
ZZT=F : §R5.71)

AN A B L&
RRE 2B
BBFERERIRE
F8%5.01L
ZTT=F §5.01)

56,395 56,100

49,469 49,211

105,864 105,311
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NOTES ON THE UNAUDITED INTERIM FINANCIAL REPORT

KB F

o R

(Expressed in Hong Kong dollars) (LB &)

7. Earnings per share

(a)

(b)

(c)

Basic earnings per share

The calculation of basic earnings per share is based
on the profit attributable to shareholders of
$67,910,000 (2003: $53,823,000) and the
weighted average number of 988,328,000 ordinary
shares (2003: 981,598,000 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
$67,910,000 (2003: $53,823,000) and the
weighted average number of 993,862,000 ordinary
shares (2003: 989,504,000 ordinary shares) after
adjusting for the effects of all dilutive potential
ordinary shares.

Reconciliation

1. BRER

(@)

(b)

SRERZF

AR E AN BRI TR R AR 5 FE A3 A 67,910,000 T
(ZZZT =4 : 53,823,00070) RIZHHANE BT
L 3E R 2 ANFE 19 $k 988,328,000 (ZEZ=
981,598,000 L imAk) FHH o

BREFEF

BREH RN TR BB EGE R 67,910,000 7T
(ZZZT =4 : 53,823,0007t) kpipE L ETE
BREMNZERRZZEEHRRERR ZE BB INEF
9£1 993,862,000 it (ZZFZ =4 : 989,504,000
BB FHE -

2004
Number
of shares
IR &
000 T &
Weighted average number of ordinary ~ FUAGTE SR EAZEF)
shares used in calculating basic 2 EEAR ke
earnings per share 5% # 988,328 981,598
Deemed issue of ordinary shares for 1R 7% ] B AR e A 1S R
no consideration arising from REFAMET
share options ZEBR 5,534 7,906
Weighted average number of ordinary ~ FUATE SR EE A& F)
shares used in calculating diluted 2 EBAR ke
earnings per share TR 993,862 989,504




8. 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 inventories at the lower of

their cost and estimated net realisable value, as follows:

8. 7K

AEBEZFERED BB BEZ RE R ALK @
R Z AR B E A 2R R E S 2 BIR(ED R ¢

1R

Raw materials R

Finished goods BIRY G

At 30th
September, 2004

R=ZFTNF
I
$:000 F 7t

13,718 21,217
4 484

9. Trade and other receivables

9. FE U AR TR K H fth FE WK

Trade debtors and bills receivable

JREE LT B 5% % Mk ZE B
Deposits, prepayments and other debtors %4 - 815 FRIBE K2 H {th g I 3%

At 30th
September, 2004

R=-ZZNF
hB=+H
$'000 Tt

354,399 257,925
34,387 31,777
388,786 289,702
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NOTES ON THE UNAUDITED INTERIM FINANCIAL REPORT

AR s B T

(Expressed in Hong Kong dollars) (LB &)

9. Trade and other receivables (continued)

The ageing analysis of trade debtors and bills receivable
(net of provisions for bad and doubtful debts) is as

follows:

9. BUWRARKEMEKR (&)

RS R ERER (BNGREERE) 2RO
m -

0 - 3 months T ={EA
4 — 6 months Mz EA
Over 6 months ~NEA M E

At 30th
September, 2004

R-ZFFNF
AB=+H
$'000 ¥t

307,436 227,949
46,333 29,697
630 279

354,399 257,925

The credit terms given to customers vary and are
generally based on the financial strength of the
individual customer. In order to effectively manage the
credit risks associated with trade debtors, credit
evaluations of customers are performed periodically.

RTEPZEEHZATR  —RAEESEP ZHIK
AREE - BEREEREERZEERR - NEEY
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10. Bank deposits and cash and cash equivalents

10 BITERRAERAEEHEER

At 30th

September, 2004

R=ZZNF

hBE=+H

$'000 F it
Cash at bank and in hand RITHEGEMEFRS 93,936 74,480
Bank deposits maturing within 3 months R =18 A B8 Z R1TTER 182,268 226,144
Cash and cash equivalents RekREEMEER 276,204 300,624

Bank deposits maturing after 3 months R Z={EABER —FERZIH

but within 1 year ZIRITER 71,417 56,596
Bank deposits maturing after 1 year R—F BB ZRITER 68,406 93,397
416,027 450,617

11. Trade and other payables

1. A RRFR I L FE A4 K

Trade creditors and bills payable

Accrued expenses and other payables

At 30th
September, 2004

R-ZEZNFE
hBE=+H
$'000 ¥t

FE BRI B 1 R 48 182,696
FERT A R At FE A5 3K 158,794

151,486
144,767

341,490

296,253
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0 - 3 months
4 — 6 months

Over 6 months

At 30th
September, 2004
R-—sEnEF
hWA=+H
$'000 Tt

TE={A 176,943
e Y= 3,409
AE AL 2,344

182,696

149,627
446
1,413

151,486




12. Share capital

12. RA&

At 30th September, 2004
R-ZEZONFENA=TH

Number

of shares

R
'000 T &%

Amount
k]
$'000 F T

Authorised: ETE
Ordinary shares of BhEE
$0.25 each 0.2570 &8 3,200,000 800,000 3,200,000 800,000
Issued and fully paid: BT RBRRK
At 1st April REA—H 985,828 246,457 977,044 244,261
Shares issued on exercise BITE AR
of share options 1T 3,692 923 8,784 2,196
989,520 247,380 985,828 246,457

During the period, options were exercised to subscribe
for 3,692,000 ordinary shares in the Company. The net
consideration was $4,788,000 of which $923,000 was
credited to share capital and the balance of $3,865,000

was credited to the share premium account (note 13).

A 3,692,000 AR R F BB Z BARERBATTE -

W R (E# 4,788,000 7T - E 1 923,000 T8 AR
A - H#4 3,865,000 TRIEB AR MR B (M

13) o
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At Lst April, 2003

Transfer from retained profits
to legal reserve

Transfer from capital eserve
to retained profits

Premium on shares issued on
exercise of share options

Exchange differences on
translation of the financial
statements of foreign subsidiaries

Final and special dividends
approved in respect of
the previous year (note 6(b))

Interim dividend declared
in respect of the current
year (note 6(a))

Profit for the year

At 31st March, 2004

At 1t April, 2004

Transfer from retained profits
to legal reserve

Transfer from capital eserve
to retained profits

Premium on shares issued on
exercise of share options
(note 12)

Exchange differences on
translation of the financial
statements of foreign subsidiaries

Final and special dividends
approved in respect of the
previous year (note 6(b))

Profit for the period

At 30th September, 2004

R-EE-EMA-H
ERBETIEAE
EERE
BERRREAS

el
HFERENES
B2 &E
BEBINHELR
IRRRAELL
EXZE
RLEEHEZ
RERERIRE
UELO)
RAEEERZ
hERE

(M &6(a)
FEEER

271483

100,088

(4,087)

(31,683) 655,825

(177)

4,087

(105,311)

(27,581)
116,025

1,004,483

4,708

(105,311)

(27,581)
116,025

219,242

(26975) 642,268

1,000,083

R-ZEMF
mA-F
BREETER
Eyyd-1
BERERER
EREER
AEBRER
FIRHIEE
(12
BERHNHEAT
HBARAELL
Exz8
RIERMEL
KEREAIRE
(K 6(b))
TEBR

219,242

(2,043)

(26975) 642,268

(341)

2,043

(1,386)

(105,864)
67,910

1,000,083

3,865

(1,386)

(105,864)
67,910

R-FEMF
NAZ+H

283,107

93,958

(28361) 606,016

964,608




13. Reserves (continued)

(i)

(ii)

The application of the share premium account and
the capital redemption reserve is governed by
sections 48B and 49H respectively of the Hong
Kong Companies Ordinance.

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, 2004:
$4,087,000) is transferred from capital reserve to

retained profits.

(iii) The legal reserve has been set up by Shenzhen

(iv)

Vitasoy (Guang Ming) Foods and Beverage Company
Limited and Vitasoja (Macau) Limitada in
accordance with regulations in Mainland China and
Macau respectively.

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.
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Contracted for
Authorised but not contracted for

At 30th
September, 2004
R=-ZZNF
hB=+H
$'000 F T

SEIED)
EHEERETH




15. Material related party transactions

(a)

(b)

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
$1,621,000 (2003: $1,886,000) during the period.
The amount due to the related party as at 30th
September, 2004 amounted to $561,000 (31st
March, 2004: $766,000). This transaction
constitutes a connected transaction under the
Listing Rules.

During the period ended 30th September, 2003, a
related party charged the Group a management fee
as a consideration for the provision of distribution
services in Australia. The management fee was
calculated based on a pre-determined percentage of
the gross sales of products distributed by the related
party, which was on normal commercial terms and
was on terms comparable to the prevailing market
rate. Total management fee charged for the period
ended 30th September, 2003 amounted to
$1,479,000. The amount due to the related party as
at 30th September, 2003 was $533,000. This
transaction constituted a connected transaction

under the Listing Rules.

No such management fee was charged by the related
party since 1st April, 2004.

5. EXEERS

(a)
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NOTES ON THE UNAUDITED INTERIM FINANCIAL REPORT

KB F

M B B R 4 TR

(Expressed in Hong Kong dollars) (LB &)

16. Post balance sheet event

(a)

(b)

Vitasoy USA Inc. will be exiting its Refrigerated
Soymilk business, and consolidating all production
facilities in the plant in Ayer, Massachusetts while
closing the plant in Burke, California. The purpose
of such consolidation is to sharpen the business
focus and utilise more fully the capacity available at
the Group’s state-of-art facility in Ayer. The
production efficiency to be gained from this
consolidation is expected to more than cover the
increase in distribution costs for continuing to
provide superior service to our West Coast
customers. On the whole, this consolidation should
result in increased asset utilisation, lower
production costs, improved earnings and reduced

working capital.

As at 30th September, 2004, an impairment loss on
the fixed assets amounting to $11,750,000 was
recognised in relation to the exit of the Refrigerated
Soymilk business and the closure of the plant in
Burke. The Group expects to have an additional one-
off charge of approximately $9,000,000 associated
with the closure of the plant in Burke, including
shut down costs, severance and asset relocation.

Subsequent to the balance sheet date, the Directors
declared an interim dividend. Further details are
disclosed in note 6.

17. Approval of interim financial report

The interim financial report was approved by the Board
on 14th December, 2004.

16. %

(a)

(b)

ER&RSEHE

Vitasoy USA Inc. BRI HIEEME RS P - 1§
Fi G A ERR M A OF B AP A SRR T 2 BB 3 [ B
BABR I Burke Z R » & HF1TE) 2 B MTERE L
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MEEFERE RMELERE  BREBFREES
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4 B Burke Ik (= HE R E £ & B R (BB 18 5L
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