2004/2005 interim report I

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30th September, 2004

1. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES

The condensed finunciul statements have been prepured in uccordunce
with the Statement of Stundurd Accounting Practice No. 25 “Interim finuncial
reporting” issued by the Honyg Kony Institute of Certified Public Accountunts
("HKICPA") und with the dpplicuble disclosure reqyuirements of Appendix 16
to the Rules Governinyg the Listing of Securities (“Listing Rules”) on The Stock
Exchunge of Hony Kongy Limited (the “Stock Exchunhye”).

The condensed finunciul stutements have been prepured under the historicul
cost convention, us modified for the revuluution of certuin properties.

The principul accountinyg policies udopted ure consistent with those followed
in the Group’s unnudl financiul stutements for the yeur ended 31st Murch,
2004, except the new uccounting policy udopted during the Period us
described below.
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BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Goodwill

Goodwill urising on conhsolidution represents the excess of the cost of
acyuisition over the Group’s interest in the fuir value of the identifiuble ussets
and liubilities of a subsidiury, ussociute or jointly controlled entity ut the date
of ucyuisition.

Goodwill is recoyhised us un usset und reviewed for impuirment at leust
annuully. Any impuirment is recoynised immediutely in profit or loss und is
not subsequently reversed.

On disposul of u subsidiury, ussociute or jointly controlled entity, the
attributuble amount of yoodwill is included in the determinution of the profit
or loss on disposul.

The hew uccounting policy hus been upplied to be consistent with the
reguirements of the Hony Kony Finunciul Reporting Stundard No. 3 “Business
Combinutions” issued by the HKICPA in August 2004. The impuct of this hew
accounting policy is that the goodwill of upproximately HK$18,301,000 arising
from the ucqyuisition of the remuining 10% interest in a subsidiury wus not
amortised but reviewed for impuirment. No impuirment loss in respect of the
ubovementioned yoodwill had been recoynised by the Group during the
Period.
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2. SEGMENT INFORMATION
In uccordunce with the Group’s internal financial reporting, the Group hus
determined business seyments to be presented us the primury reporting

format. An unalysis of the Group’s business segmental informution is us follows:

Property Unallocated

sales and corporate
development items Total
(unaudited) (unaudited) (unaudited)
HK$°000 HK$°000 HK$°000
For the six months ended
30th September, 2004
TURNOVER — — —
RESULTS
Profit (loss) from operutions 17.211 (1,158) 16,053
Finunce cost (406)
Profit before tuxation 15,647
Tuxation —
Profit before minority interests 15,647
Minority interests 6
Profit uttributuble to shareholders 15,653
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2,

SEGMENT INFORMATION (CONTINUED)

Property Unallocated

sales and corporate

development items Total
(unaudited) (unaudited) (unaudited)
HKS 000 HKS 000 HKS 000

For the six months ended

30th September, 2003
TURNOVER — — —
RESULTS

Profit (loss) from operutions 1,972 (1,501 471
Finunce cost 414
Profit before tuxation 57
Tuxution (625)
Loss before minority interests (568)
Minority interests (124)
Loss uttributuble to shareholders (692)
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3.  PROFIT FROM OPERATIONS

Six months ended
30th September, 30th September,

2004 2003
(unaudited) (unuudited)
HK$°000 HKS 000
Profit from operutions has been
arrived ut ufter churyiny:
Depreciution of property, plant
and eyuipment 1 1
and ufter crediting:
Interest income from:
- bunk und other deposits 1 27
- loun receivuble 355 124
Rentdl income 17 2,120
Reversal of dllowunce for amount
due from u minority shureholder
of u subsidiary 2,609 —
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FINANCE COST

Amount represents interest on umount due to a related compauny.

TAXATION

Tuxution churyge for the prior period represented the enterprise income fux
arising in the PRC, which wus culculuted at the rates prevuiling in the PRC.

No provision for Hony Kony Profits Tux hus beenh mude us there were no
estimuted ussessuble profits for both periods.

The Group have no significunt deferred tuxation in respect of the Period und
the correspondiny period in 2003. The deferred tux usset reluting fo tux losses
hus hot been recoynised, us it is hot probuble thut tuxuble profit will be
avuiluble uyuinst which the deductible temporury difference cun be utilised.

EARNINGS (LOSS) PER SHARE

The culculution of busic eurnings (loss) per share is bused on the Group’s
unaudited consoliduted profit uttributuble to shureholders for the Period of
approximately HK$15,653,000 (2003: u loss of upproximately HK$692,000) and
oh 11,006,883 ordinury shares in issue in both periods.

No disclosure of diluted eurninygs (loss) per shure hus been presented us
there were no dilutive potentiul ordinury shures in issue in both periods.

GOODWILL

Amount represents the excess of the cost of ucquisition over the Group’s
10% interest in the fuir vulue of the identifiuble ussets und liubilities of u
subsidiury ut the dute of ucyuisition which hus been recoynised us un usset
und reviewed for impuirment.
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8.  INTERESTS IN UNCONSOLIDATED SUBSIDIARIES

As at
30th September, 31st Murch,
2004 2004
(unaudited) (uudited)
HK$’000 HKS 000
Currying vulue ut dute of
deconsolidution — —
Amount due from un
unhconsoliduted subsidiary 717,556 717,556
Less: Allowunce for doubtful recovery (717,556) (717.,556)

As ut 30th September, 2004, the Group had 80% interest in the equities in und
shareholders’ louns to Cunlibol Holdinys Limited ("Cuanlibol”) and its wholly-
owned subsidiury, Beijing Peony Gurden Apartment House Co., Ltd. ("Beijinyg
Peony” und collectively referred to us the “Cunlibol Group”), which were
enhyuged in property development, representing the Group’s entire investment
costs in the Cunlibol Group. The Group wus unuble to exercise its rights us u
conftrolling shareholder of the Cunlibol Group, und in particular its ability to
exercise sighificunt influence over the financial und operauting policy decisions
of the Cunlibol Group und to obtuin finunciul informution. Aguinst this
buckyground, the Directors of the Compuny cohsidered that the Group hud
lost the ubility to exercise effective control over the Cunlibol Group und the
Cuanlibol Group had been deult with us unconsoliduted subsidiaries since 1st
October, 2000.

On 22nd November, 2002, the Compuny wus informed by its PRC lawyers
that an unauthorised regyistrution had been filed with the relevant authority
in the PRC pursuunt fo which the entire interest in Beijing Peony had ulreudy
been frunsferred to u purty unknowhn to the Compuny. The Directors of the
Compuny hud been in consultution with its PRC lawyers with a view fo
recovering its inferest in the project und considered it wus uppropriate to
muke un dllowunce for doubtful recovery of the entire umount due from
Cuanlibol.
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9. SHARE CAPITAL

As at
30th September, 31st Murch,
2004 2004
(unaudited) (uudited)
HK$’000 HKS 000
Authorised:
200,000,000,000 ordinury shures
of HK$0.001 euch 200,000 200,000
Issued und fully puid:
11,006,883 ordinury shures
of HK$0.001 euch 11 11
10. CAPITAL COMMITMENTS
As at
30th September, 31st Murch,
2004 2004
(unaudited) (uudited)
HK$’000 HKS 000
Authorised but hot contructed for
in respect of u property
development project 2,239 2917
Contructed for but hot provided
in the consoliduted finuncidl
stutements, net of deposits puid
in respect of u property
development project 49,312 61,041
51,551 63,958
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11. RELATED PARTY TRANSACTIONS

Duriny the Period, the Group hud the followinyg fransuctions with reluted

parties:

Six months ended

30th September,

2004
(unaudited)
HK$’000
Interest from u minority shareholder
of u subsidiary (hote (b)) 355
Intferest fo u reluted compuny
(hotes (a) aund (b)) 406
Munhuyement fees to u reluted
compuny (hotes (u) und (c)) 210
Secreturiul fee to u reluted
compuny (hotes (a) aund (d)) 160

30th September,
2003
(unuudited)

HKS 000

1,085

414

120

160

Notes:

(a) Certuin Directors und substantial shareholder of the Compuny have
beneficidl or deemed interests in the ubove reluted compunies.

(b) The interest wus culculated by reference to the principul outstundinyg

und ut the prevuiling murket interest rutes.

(c) The munuyement fees were churged on u cost busis.

(d) The fransuction wus curried out ufter heygotiutions between the Group
and the related compuny und on busis of estimuted market value us

determined by the Directors of the Compuny.
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