Notes to the Financial Statements

B 75 ¥R AR B A

For the six months ended 30 June 2005
BIF—EERFEFANA=+HIEANEAR

INDEPENDENT REVIEW

The condensed financial statements for the six
months ended 30 June 2005 are unaudited and have

been reviewed by the Group’s Audit Committee.

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES

The condensed financial statements have been
prepared in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and with the applicable
disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

The condensed financial statements have been
prepared under the historical cost basis except for
certain properties and financial assets and liabilities,
which are measured at fair values or revalued

amounts, as appropriate.

The accounting policies used in the condensed
financial statements are consistent with those
followed in the preparation of the Group’s annual
financial statements for the year ended 31 December

2004 except as described below.
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For the six months ended 30 June 2005
BIF—EERFEFANA=+HIEANEAR

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

In the current period, the Group has applied, for the
first time, a number of new Hong Kong Financial
Reporting Standards (“HKFRS(s)”), Hong Kong
Accounting Standards (“HKAS(s)”) and Interpretations
(hereinafter collectively referred to as the
HKFRS(s)”) issued by the HKICPA that are effective

for accounting periods beginning on or after 1

new

January 2005. The application of the new HKFRSs
has resulted in a change in the presentation of the
income statement, balance sheet and the statement
of changes in equity. In particular, the presentation
of minority interests and share of tax of associates
have been changed. The changes in presentation
have been applied retrospectively. The adoption of
the new HKFRSs has resulted in changes to the
Group’s accounting policies in the following areas
that have an effect on how the results for the current
or prior accounting periods are prepared and

presented:

Business combinations

In the current period, the Group has applied HKFRS
3 “Business Combinations”, which is effective for
business combinations for which the agreement date
is on or after 1 January 2005. The principal effects
of the application of HKFRS 3 to the Group are

summarized below:
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For the six months ended 30 June 2005
BIF—EERFEFANA=+HIEANEAR

2. BASIS OF PREPARATION AND PRINCIPAL 2. mMEEERFTESTTEHE ®)

ACCOUNTING POLICIES (continued)

Business combinations (continued)

Goodwill

In previous periods, goodwill arising on acquisitions
prior to 1 January 2001 was held in reserves, and
goodwill arising on acquisitions after 1 January 2001
was capitalized and amortized over its estimated
useful life. The Group has applied the relevant
transitional provisions in HKFRS 3 from 1 January
2005. The Group has discontinued amortizing the
goodwill previously capitalized on the balance sheet
from 1 January 2005 onwards and such goodwill will
be tested for impairment at least annually. Goodwill
arising on acquisitions after 1 January 2005 is
measured at cost less accumulated impairment
losses (if any) after initial recognition. As a result of
this change in accounting policy, no amortization of
goodwill has been charged in the current period.

Comparative figures for 2004 have not been restated.

In the current period, the Group has also applied
HKAS 21 “The Effects of Changes in Foreign
Exchange Rates”, which requires goodwill to be
treated as assets and liabilities of the foreign
operation and translated at closing rate at each
balance sheet date. Previously, goodwill arising on
acquisitions of foreign operations was reported at
historical rate at each balance sheet date. In
accordance with the relevant transitional provisions
in HKAS 21, goodwill arising on acquisitions prior to
1 January 2005 is treated as a non-monetary foreign
currency item of Group. Therefore, no prior period

adjustment has been made.
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For the six months ended 30 June 2005
BIF—EERFEFANA=+HIEANEAR

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Business combinations (continued)

Excess of the Group’s interest in the net fair value
of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost (previously known

as “negative goodwill”)

In accordance with HKFRS 3, any excess of the
Group’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities
over the cost of acquisition (“discount on
acquisition”) is recognised immediately in profit or
loss in the period in which the acquisition takes
place. In previous periods, negative goodwill arising
on acquisitions prior to 1 January 2001 was held in
reserves, and negative goodwill arising on
acquisitions after 1 January 2001 was presented as
a deduction from assets and released to income
based on an analysis of the circumstances from
which the balance resulted. In accordance with the
relevant transitional provisions in HKFRS 3, the Group
has derecognized all negative goodwill at 1 January
2005 (of which negative goodwill of HK$12,233,000
was previously recorded in reserves and of
HK$59,376,000 was previously presented as a
deduction from assets), with a corresponding
increase to retained profits. As a result of this
changes in accounting policy, no negative goodwill
is released to income in the current period.

Comparative figures for 2004 have not been restated.
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Share-based payments

In the current period, the Group has applied HKFRS
2 “Share-based Payment” which requires an expense
to be recognised where the Group buys goods or
obtains services in exchange for shares or rights
over shares (“equity-settled transactions”), or in
exchange for other assets equivalent in value to a
given number of shares or rights over shares (“cash-
settled transactions”). The principal impact of HKFRS
2 on the Group is in relation to the expensing of the
fair value of directors’ and employees’ share options
of the Company determined at the date of grant of
the share options over the vesting period. Prior to
the application of HKFRS 2, the Group did not
recognise the financial effect of these share options
until they were exercised. The Group has applied
HKFRS 2 to the share options granted on or after 1
January 2005. Prior to the application of HKFRS 2,
all unvested share options of the Group were granted
before 7 November 2002 and the Group did not have
share options granted after 7 November 2002 and
had not vested on 1 January 2005. As a result there
is no financial effect on the income in the current
period and in the year ended 2004.
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Financial instruments

In the current period, the Group has applied HKAS
32 “Financial Instruments: Disclosure and
Presentation” and HKAS 39 “Financial Instruments:
Recognition and Measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective
for annual periods beginning on or after 1 January
2005, generally does not permit to recognize,
derecognize or measure financial assets and liabilities
on a retrospective basis. The principal effects
resulting from the implementation of HKAS 32 and
HKAS 39 are summarized below:

Convertible notes/bonds

HKAS 32 requires an issuer of a compound financial
instrument (that contains both financial liability and
equity components) to separate the compound
financial instrument into its liability and equity
components on its initial recognition and to account
for these components separately. In subsequent
periods, the liability component is carried at
amortized cost using the effective interest method.
The principal impact of HKAS 32 on the Group is in
relation to the convertible notes/loans issued by the
Company that contain both liability and equity
components. Previously, convertible notes/bond were
classified as liabilities on the balance sheet. Because
HKAS 32 requires retrospective application,
comparative figures have been restated. The Group’s
retained earnings 2005 has been restated in order to
reflect the increase in effective interest on the liability

component of convertible notes.
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Classification and measurement of financial
assets and financial liabilities

The Group has applied the relevant transitional
provisions in HKAS 39 with respect to classification
and measurement of financial assets and financial
liabilities that are within the scope of HKAS 39.

By 31 December 2004, the Group classified and
measured its debt and equity securities in
accordance with the benchmark treatment of
Statement of Standard Accounting Practice 24 (SSAP
24). Under SSAP 24, investments in debt or equity
securities are classified as “investment securities”,
“other investments” or “held-to-maturity investments”
as appropriate. “Investment securities” are carried
at cost less impairment losses (if any) while “other
investments” are measured at fair value, with
unrealised gains or losses included in the profit or
loss. “Held-to-maturity investments” are carried at
amortised cost less impairment losses (if any). From
1 January 2005 onwards, the Group classifies and
measures its debt and equity securities in accordance
with HKAS 39. Under HKAS 39, financial assets are
classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”,
“loans and receivables”, or “held-to-maturity financial
assets”. The classification depends on the purpose
for which the assets are acquired. “Financial assets
at fair value through profit or loss” that are not part
of a hedging relationship and “available-for-sale
financial assets” are carried at fair value, with
changes in fair values recognized in profit or loss
and equity respectively. “Loans and receivables” and
“held-to-maturity financial assets” are measured at
amortized cost using the effective interest method.
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets and financial liabilities other than

debt and equity securities

From 1 January 2005 onwards, the Group classifies
and measures its financial assets and financial
liabilities other than debt and equity securities (which
were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39. As
mentioned above, financial assets under HKAS 39
are classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”,
“loans and receivables” or “held-to-maturity financial
assets”. Financial liabilities are generally classified
as “financial liabilities at fair value through profit or
loss” or “financial liabilities other than financial
liabilities at fair value through profit or loss (other
financial liabilities)”. “Other financial liabilities” are
carried at amortized cost using the effective interest

method.
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Owner-occupied leasehold interest in land

In previous periods, owner-occupied leasehold land
and buildings were included in property, plant and
equipment and measured using the revaluation
model. In the current period, the Group has applied
HKAS 17 “Leases”. Under HKAS 17, the land and
buildings elements of a lease of land and buildings
are considered separately for the purposes of lease
classification, unless the lease payments cannot be
allocated reliably between the land and buildings
elements, in which case, the entire lease is generally
treated as a finance lease. To the extent that the
allocation of the lease payments between the land
and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are
carried at cost and amortised over the lease term on
a straight line basis. Since the allocation between
the land and buildings elements cannot be made
reliably, the leasehold interests in land continue to

be accounted for as property and equipment.
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For the six months ended 30 June 2005
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Investment properties

In the current period, the Group has, for the first
time, applied HKAS 40 “Investment Property”. The
Group has elected to use the fair value model to
account for its investment properties which requires
gains or losses arising from changes in the fair value
of investment properties to be recognised directly in
the profit or loss for the period in which they arise.
In previous periods, investment properties under
SSAP 13 were measured at open market values, with
revaluation surplus or deficits credited or charged to
investment property revaluation reserve unless the
balance on this reserve was insufficient to cover a
revaluation decrease, in which case the excess of
the revaluation decrease over the balance on the
investment property revaluation reserve was charged
to the income statement. Where a decrease had
previously been charged to the income statement
and revaluation subsequently arose, that increase
was credited to the income statement to the extent
of the decrease previously charged. The Group has
applied the relevant transitional provisions in HKAS
40 and elected to apply HKAS 40 retrospectively.
Comparative figures have been restated (see Note 3

for the financial impact).
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For the six months ended 30 June 2005
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Deferred taxes related to investment properties

In previous periods, deferred tax consequences in
respect of revalued investment properties were
assessed on the basis of the tax consequence that
would follow from recovery of the carrying amount
of the properties through sale in accordance with
the predecessor Interpretation (SSAP-Interpretation
20). In the current period, the Group has applied
HKAS Interpretation 21 “Income Taxes — Recovery
of Revalued Non-Depreciable Assets”, which
removes the presumption that the carrying amounts
of investment properties are to be recovered through
sale. Therefore, the deferred tax consequences of
the investment properties are now assessed on the
basis that reflect the tax consequences that would
follow from the manner in which the Group expects
to recover the property at each balance sheet date.
In the absence of any specific transitional provisions
in HKAS Interpretation 21, this change in accounting
policy has been applied retrospectively. Comparative
figures have been restated (see Note 3 for the

financial impact).
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BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (continued)

Pre-completion contracts for the sale of

development properties

Previously, the Group recognise income from pre-
completion contracts for the sale of development
property only when the property is completed and
has passed the inspection process. In the current
period, the Group has, for the first time, applied Hong
Kong Interpretation 3 “Pre-completion Contracts for
the Sale of Development Properties”. Under Hong
Kong Interpretation 3, revenue arising from pre-
completion contracts for the sale of development
properties are recognised only when all of the criteria
specified in paragraph 14 of HKAS 18 Revenue are
met. The Group has elected to apply the
requirements of Hong Kong Interpretation 3 to pre-
completion contracts for the sale of development
properties entered into on or after 1 January 2005.
Accordingly, no prior period figures have been
restated.

The Group has not early applied the following new
Interpretations that have been issued but are not yet
effective. The directors of the Company anticipate
that the application of the Interpretation will have no
material impact on the financial statements of the
Group.

HKFRS-Int 4 “Determining whether an

Arrangement Contains a Lease”
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For the six months ended 30 June 2005
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3. SUMMARY OF THE EFFECTS OF THE 3. B BREXEDHTEMRE
CHANGES IN ACCOUNTING POLICIES

The effects of the changes in the accounting policies Bt sE2RT I = SR B B ¥ AN HARE &
described in note 2 above on the results for the EFRBEEZZENT ¢

current period and the previous period are as follows:

Six months ended 30 June

B Z6H30RA L<EA
2005 2004
—EBAF —TTNE
HK$’000 HK$’000
FET FAET
Decrease in amortisation of goodwill 2 5H R D 2,794 =
Recognition of discount on acquisition 7 W & i & £ 7
directly in the income statement WAREKERZ
at the time of acquisition g Eiig= 73,476 —
Valuation gain from KEME BEMIGE
investment properties g 55,630 —
Increase in deferred tax relating to HE Y EMERT
investment properties 4 I8 38 AN (14,952) -
Increase in interest on the liability AMREBRAGES S
component of convertible notes 2 B3N (8,724) —
Increase in deferred tax relating to A #A A% =450 B IR A
convertible notes 5 TE 3 N 1,299 —
Increase in interest income from TR & EF B YA N
distressed assets 42,546 —
Increase in deferred tax on interest TREER B AR
income from distressed assets 15 JE 75 TH 1 h0 (12,763) —
Net increase in profit Y A1 8 05 58 139,306 =
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For the six months ended 30 June 2005
BIF—EERFEFANA=+HIEANEAR

3. SUMMARY OF THE EFFECTS OF THE 3. EBIBREEHTERE »)

CHANGES IN ACCOUNTING POLICIES

(continued)

The cumulative effects of the application of the new
HKFRSs as at 31 December 2004 and 1 January
2005 are summarized below:

FERMBEVBREERE

—TENF

+-A=+—-BR-—ZETAFE—A—H
ZREFRERALT

As at
31 December As at As at
2004 31 December 1 January
R=BEME 2004 2005
tZR=1-H R-2EMEF R=2%LF
(As originally +ZA=t-H -A—H
stated) Adjustment  (As restated) Adjustment  (As restated)
(RAR25) HE (BE5) AR (BR%)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T
Negative goodwill AEE (59,376) - (59,376) 59,376 =
Interest in distressed assets TREEER 584,362 48,263 632,625 = 632,625
Deferred tax liabilities EERELE (87,273) (36,432) (123,705) - (123,705)
Convertible notes TARRE (840,289) 60,010 (780,279) - (780,279)
Total effects on assets HEEREBRYL
and liabilities 4 4k (402,576) 71,841 (330,735) 59,376 (271,359)
Retained earnings RE B (1,076,978) (82,057) (1,159,035) (71,609) (1,230,644)
Capital reserve — equity ERGE — Tk
component of FRZRAHH
convertible notes - (50,782) (50,782) - (50,782)
Negative goodwill AEE (12,233) - (12,233) 12,233 -
Assets revaluation reserve EESHHE (13,763) 1,102 (12,661) - (12,661)
Investment properties RENFEHER
revaluation reserve (59,896) 59,896 - - -
Total effects on equity HRAZ Y 2R (1,162,870) (71,841) (1,234,711) (59,376) (1,294,087)
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For the six months ended 30 June 2005
BIF—EERFEFANA=+HIEANEAR

3. SUMMARY OF THE EFFECTS OF THE 3. EBIBREEHTERE »)
CHANGES IN ACCOUNTING POLICIES

(continued)

The financial effects of the application of the new [ERMEENBHREENE —_ZTME
HKFRSs to the Group’s equity as at 1 January 2004 —H—BREFZEHANT :

are summarized below:

As originally

stated Adjustment As restated

R 25 R RE

HK$’000 HK$’000 HK$°000

FET FE T FET

Retained earnings REBEF 721,273 3,489 724,762
Investment properties WEYEEHFEE

revaluation reserve 13,562 (13,562) —

Asset revaluation reserve EEENHFEE 16,170 (245) 15,925

Total effects on equity HRA 2 BB 751,005 (10,318) 740,687

4. TURNOVER AND SEGMENT INFORMATION 4., EBXFKROSEER

Turnover is analyzed as follows: EEFEIOMMT :

Six months ended 30 June
BEAA=THILA~EA

2005 2004

—EBhF —ETME

HK$’000 HK$’000

FET FAET

Income from dealing in distressed assets TR & & & & WA 189,958 69,761
Management fee income EEEBEIWA 41,661 37,984
Proceeds from trading of securities BEEBS5ATSHIA 34,750 65,497
Rental income e A 30,644 44,593
Dividend income from listed securities & A& 2 U A 1,890 3,539
Sales of properties Y& SHE - 71,028
298,903 292,402
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4. TURNOVER AND SEGMENT INFORMATION 4, EBEXERIBEER &)

(continued)
(i) Business segments (i) EX k]
An analysis of the Group’s turnover and results REBEXEREBIE 2SN
by business segments is as follows: m
For the six months ended 30 June 2005
BE-STIEAAZtALAER
Distressed
assets Sales of Property Property
business Investments properties leasing management Consolidated
TREE%K RE  MEHE NEHE  NEER ga
HK$°000 HK$'000  HK$’000 HK$°000 HK$°000 HK$000
TEn TEx TER TET TET TET
Turnover L 189,958 36,640 - 30,644 41,661 298,903
Results ES |
Segment result PEER 189,946 21,277 (1,685) 16,783 1,861 228,182
Interest income FEBA 20,587

Reversal of deficit on DY IsE: Y-}
revaluation of leasehold XM ZHE
properties previously NEER

charged to the EaRE

income statement 8,255
Valuation gain on RENEESR

investment properties Wi 55,630
Unallocated corporate ~ £F2EA A

expenses EH (17,872)
Profit from operations ~ Z& &7l 204,782
Finance costs HEER (29,834)
Gain on acquisition of ~ BAKEAR

additional equity interest B 4MEZ

in a subsidiary EEzhE 73,476
Share of results BUEBENT

of associates ES | 59,885
Profit before taxation BB ATER 398,309
Taxation BE (40,301)
Profit for the period HRER 358,008
Attributable to: 4k

Equity holders of NG

the Company BBA 354,973
Minority interests SHRRRES 3,035
358,008
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4. TURNOVER AND SEGMENT INFORMATION 4, EBEXERIBEER &)

(continued)
(i) Business segments (continued) (i) (K8 (B)
For the six months ended 30 June 2004
BE-ZTMERA=tHLEAEA
Distressed
assets Sales of Property Property
business Investments  properties leasing management Consolidated
TREEXHK RE MEHRE NEHE  NEER ha
HK$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T
Turnover BEXE 69,761 69,036 71,028 44,593 37,984 292,402
Results £k
Segment result PEER 69,761 (20,668) 9,260 40,749 3,248 102,350
Interest income M E WA 4,779
Unallocated corporate ATAERT
expenses ER (10,354)
Profit from operations e R 96,775
Finance costs HEER (13,485)
Share of results A -UNG|
of associates £4 45,737
Profit before taxation BB A0 & A 129,027
Taxation #E (1,047)
Profit for the period R # 127,980
Attributable to: JEh
Equity holders of RARRA
the Company BEA 122,912
Minority interests PERFER 5,068

127,980
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4. TURNOVER AND SEGMENT INFORMATION 4., EXERIEER &)
(continued)
(i) Geographical segments (i) HEDE

AEEZSXREREP MK
BB MO AOT :

An analysis of the Group’s turnover by
geographical location of customers is as

follows:
Turnover
-
2005 2004
—ERHF —EENF
HK$’000 HK$’000
FET FET
The PRC H 160,659 81,955
Macau JELPY 100,000 69,761
Hong Kong BB 38,244 140,686
298,903 292,402
5. OTHER OPERATING INCOME 5. HMKEEWA
2005 2004
—ZERF —EEF
HK$’000 HK$’000
FET FET
Interest income A2 WA 20,587 4,779
Unrealized holding gains on Hm & v REIR
other investments HAE W= 9,265 —
Commission income e A 520 —
Gain on disposal of investment HEREME R
properties 209 3,785
Bad debt recovered 22 iRk Uy B 82 =
Exchange gain b 5 i 2 15 —
Release of negative goodwill B8 O & - 1,856
Others HAb 2,745 1,518
33,423 11,938
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6. OTHER OPERATING EXPENSES 6. HMKLEAR
2005 2004
—EELF —TTNE
HK$’000 HK$’000
F#ET FHET
(Restated)
€5=270)

Unrealized holding loss on BARREREH

other investment B EE - 13,640

Amortization of goodwill 727 2 2 4 - 2,794
- 16,434

PROFIT FROM OPERATIONS 7. KEnA
2005 2004
—EEEF —EETNF
HK$’000 HK$’000
FETT FET

Profit from operations has been BEREFSMBR

arrived at after charging:

Auditors’ remuneration 1% R B & 1,042 -
Depreciation e 3,266 2,497
Loss on disposal of property, HEWE - WMEREE

plant and equipment EECEE 34 -
Repairs and maintenance fund REERFE &S

expensed relating to the ZHEREXH

Group’s investment properties

in the PRC 686 686
Operating lease rental in respect THREF 2

of land and buildings Mo 626 814
Staff costs including directors’ ETERABEESEHS

remuneration and the KRR 48 F B2

retirement benefit costs 1,032,000/% 7T

of HK$1,032,000 (Z=Z M4 : 288,000/ T)

(2004: HK$288,000) 20,142 16,062
Amortization of goodwill 7 2 2 8 - 2,794
And after crediting: WEFA
Rental income under operating EEBROZBSUWA

leases less outgoings of 1Bk F X 654,0007% I

HK$654,000 (2004: HK$779,000) (ZZZ 4 : 779,000/ 7T) 29,990 43,814

Silver Grant International Industries Limited Interim Report 2005




Notes to the Financial Statements

B 75 ¥R AR B A

For the six months ended 30 June 2005
BIF—EERFEFANA=+HIEANEAR

8. FINANCE COSTS 8. HMBEH
2005 2004
—EERF —ETEF
HK$’000 HK$’000
FET FET
Interest on bank borrowings RITEKF B
— wholly repayable within — ARAFZA
five years BEEER 15,927 16,349
— not wholly repayable within — BARAFEZA
five years BEEER 110 —
Interest on convertible notes/ BARAF 2 NEEEE
bonds wholly repayable A BBRER,
within five year BEHF & 13,797 4
Interest on other loans wholly HRAF 2 NBEHEE
repayable within five years 2 E A ERAE - 128
Total finance costs IS E A 29,834 16,481
Less: Amount capitalized in B ERERMEEARNL
properties under &8
development - (2,996)
29,834 13,485
Borrowing costs capitalised during the previous ZFERBABRERbZBERNRE — R
period arose on the general borrowing pool and are EHEEER  EHSBENRES AR
calculated by applying a capitalisation rate of 5% to BERIERBEF5% 2 BN F EE
expenditure on qualifying assets. "o
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9. TAXATION 9.
Current Tax: BD A B IR -
Company and subsidiaries ZN/N DS D= NG

PRC Enterprises Income Tax REZEMEH
Deferred Taxation: IR IE IR
Company and subsidiaries ZN/NI DS NG

Taxation attributable to the Company RARRHE A F

and subsidiaries BT 8 i 18
Share of taxation attributable to B(EH 2L A FiiE
associates

BiIR
2005 2004
—2FRF —TTHF
HK$°000 HK$°000
FET FHET
233 112
40,068 —
40,301 112
— 935
40,301 1,047

No provision for Hong Kong profits tax has been
provided in the current and previous periods, as the
Group did not have any assessable profit in Hong
Kong for both periods.

The taxation charge of the PRC Enterprise Income
Tax for the current and the previous period have
been made based on the Group’s estimated
assessable profits calculated in accordance with the
relevant income tax laws applicable to the

subsidiaries and associates in the PRC.

MR ASEBE RN AR R EF R Y EE
I ERBTUA - NHE K EF R ILE
RET@NEEMEHRIL -

APEREFRABPZPBECEMAEHTS
AEBRHEZHE R F R ERE A
EETORRBARBERO RO ERF
ZHIAH e
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BIFr—EERFNA=THIEANEA

10. DIVIDEND 10. FHIRE

On 3 June 2005, the Company paid a dividend of RZEBEZERFNA=H ' ARAAMAKRE
HK$0.05 per share, totaling HK$87,934,000, to the T ER0EBE TRE BB A
shareholders as final dividend for the year ended 31 87,934,000 7T - (EAEZE _ZTMF +
December 2004. ZA=+—HBZKRHBEE -

On 27 May 2004, a dividend of HK$0.04 per share, RZZEZNFRAZ++EH ' QA M
totaling HK$61,689,000, was paid to the shareholders RELZNHZR0.04BTRE » BEA
as final dividend for the year ended 31 December 61,689,000/ T ' (FAHZE=-ZTZT=F1+
2008. ZA=tT—HBZRERKE -

The directors have resolved not to recommend EERERTHEBRLKNEBZE_ZT1F
payment of any interim dividend for the six months NAZTHRLEREALZFHRE (ZF
ended 30 June 2005 (2004: Nil). TMF : &) o
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11. EARNINGS PER SHARE 11. ERER

AR IR 7 T ) SRR
BB EF TR E T 5 SR B HE -

The calculation of the basic and diluted earnings FiN/N
per share attributable to the ordinary equity holders

of the Company is based on the following data:

Six months ended 30 June
BEAA=1THILA~EA

2005 2004
—EEEF —EENF
HK$’000 HK$’000
FET FAT
Earnings: BF :
Earnings for the purpose of AU EESRERRF
basic earnings per share Zﬁﬂ 354,973 122,912
Effect of dilutive potential ordinary shares: &7 & 8 ) 2 &£
Interest on convertible notes AIREREEF S
(net of tax) (Br i 18) 11,383 =
Earnings for the purpose of AU ESRESAT
diluted earnings per share Z B H 366,356 122,912
In thousand shares
F Az
Number of shares: BOHE :
Weight average number of shares BUAFFEEBRERRBFN 2
for the purpose of basic earnings n %$i’3 & 1n 8 B
per share 1,758,672 1,516,006
Effect of dilutive potential ordinary BEEETEEITZ
shares: TR
Convertible notes — kR 338,814 -
Share options — B 24,982 47,736
Weight average number of shares R E & RKREE &R
for the purpose of diluted ZIMEFHRHEE
earnings per share 2,122,468 1,563,742

The convertible notes issued in the second half year
of 2004 had no dilutive effect on both the earnings
and the number of shares in the previous period.

R-FEMETFERTARRRERL
HEFRBAZABNARKRMDEE X EE
RERBEEEZZE -
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12.

MOVEMENTS IN INVESTMENT
PROPERTIES AND PROPERTY, PLANT
AND EQUIPMENT

During the period, the Group acquired property, plant
and equipment at a cost of approximately
HK$2,011,000.

During the current period, the Group disposed of
certain plant and machinery with a carrying amount
of approximately HK$90,000 for proceeds of
approximately HK$56,000, resulting in a loss on
disposal of approximately HK$34,000.

During the current period, the Group disposed of an
investment property with a carrying amount of
approximately HK$10,491,000 for proceeds of
approximately HK$10,700,000, resulting in a gain on
disposal of approximately HK$209,000.

The Group’s investment properties and leasehold
land and buildings classified as property, plant and
equipment were fair-valued by Vigers Appraisal &
Consulting Limited and A-Plus Surveyors Limited,
firms of independent property valuers on an open
market basis at 30 June 2005. The resulting increase
in fair value of investment properties of approximately
HK$55,630,000 has been recognised directly in the
income statement. The net surplus on revaluation of
leasehold properties amounting to approximately
HK$13,220,000,
approximately HK$8,255,000 was credited to the
income statement to reverse the deficit previously

of which the surplus of

charged to the income statement and the remaining
surplus of approximately HK$4,965,000 was credited

to the asset revaluation reserve.
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12.

REMERYE BERRE
Z2E

RAHA  AEEBEZYE  BER
% K 7N 49 452,011,000 7T ©

RSB - 2N 52 B A £956,0000% 7T (X B
& & E T R E {8 4990,00008 7T 2 # 22 Rk
R HEEAE B 34,0008 7T °

RAERR - & B LA#910,700,0007% T
BH &5 TIREEA10,491,000% 7T 2 %
B HEEAWRZE4209,000/ T °

REBZREVENUNRSBRAYME K
EhEHBEzHETHREEFR -_ETH
FRAZTHZATFEDNEHBLYE
AR EETHEMER AR R
BEEATATERAAIRBARAMER
EFEFRE  REMETERBZAF
1B 4% h1 8158 4955,630,000/8 7T B HE R I
AWRERER - HEMETEE 2 B
THEE4913,220,00058 7T © E P A REEEL
8,255,000 7T 51 A YA $i 2% LA B [B] LA BT
ERWMARKNG ZEA : ERARE
%8 494,965,000 7T Al 5t A & E & &
1# o
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13. TRADE RECEIVABLES 13.

The Group allows an average credit period of 30
days to its trade customers.

The following is the aged analysis of trade
receivables as at the balance sheet date:

F& Wi i K

AEEETEZREFPFHA=ZTXRER

30 June 31 December
2005 2004
—FFILF —TTONF
~NAB=+HB +=-—A=+—8H
HK$’000 HK$’000
FET FAETT
0 — 30 days TZx=+H 15,968 9,061
31 — 90 days =-r—[El = E - 818
Over 90 days BB+ B - 6,487
15,968 16,366
14. TRADE PAYABLES 14. EIRX

The following is the aged analysis of trade payables
as at the balance sheet date:

0 — 30 days TE=1+H
31 — 90 days =+—HEh+H
Over 90 days @®iEnt+ A

T AEMRERREE B 2 RE DT

30 June 31 December
2005 2004
—EEEF —ZTTNF
AA=+H +ZA=+—H
HK$’000 HK$’000
FET FAET
22,437 48,792
4,571 3,985
11,206 2,259
38,214 55,036
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15. SHARE CAPITAL 15. IR
Number Nominal
of shares value
igvig 4| RHEE
2005 2005
—EERF —EERF
HK$’000
FAET
Ordinary share of HK$0.20 each SRR EE0.2078 T 2 L BRI (D
Authorized: EERA :
Balance as at 1 January and 30 June ®— A —B R/SXHA=1+HZ#&#  4,000,000,000 800,000
Issued and fully paid: ERTREHERE :
Balance as at 1 January and 30 June ®— A —HR/NXA=1+HZ## 1,758,671,611 351,734
16. SECURED BANK LOANS 16. WITEAER
The bank loans bear interest at commercial rates RITERIREEMNERFENE - WEAR
and are secured by certain investment properties SEETREVERBEEMEEERR -
and leasehold properties of the Group. The related HEBNEFREE- HBHBEOT -
obligation is repayable as follows:
30 June 31 December
2005 2004
—FFILF —TTOEF
~A=+H +ZA=+—8H
HK$’000 HK$’000
FET FAET
Within one year —F 2R 627,318 580,589
More than one year, but not exceeding —F M BT BB F
two years 1,150 1,150
More than two years but not exceeding M H{ERFBIBERF
five years 3,450 3,450
More than five years FAE E 2,875 3,450
634,793 588,639
Less: Amount due within one year B —FEZREHREY A
shown under current liabilities mEBAE &R (627,318) (580,589)
Amount due after one year —FRIHA &5 7,475 8,050
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17.

18.

PLEDGE OF ASSETS 17. EEEKH
As at 30 June 2005, the Group has pledged certain RZBEZERFRNA=1+H AEEEH
investment properties and leasehold properties which ETREERRFAREATES A
have an aggregate carrying value at the balance 1,732,766,000/% 7T & 79,950,000/ 7T 2
sheet date of approximately HK$1,732,766,000 and KEMERBEMERRERRSE T
HK$79,950,000 respectively to secure general ER—RMRITRE 2 &5 -
banking facilities granted to the Group.
As at 30 June 2005, the Company has pledged a RZZEZRFASA=1+H AR2AE#
fixed deposit of HK$850,000 and provided all monies 850,000/% 7T /& Bi77 IE R AR R R &
floating charge on the Company’s assets to a bank ERHZBIPERT —RKRTERZ
in respect of the credit facilities granted by this bank BITAARAREEFAEERE -
to the Company.
DEFERRED TAXATION 18. ELEBIIE
The following are the major deferred tax assets and LTEBREZNELEHELEEHEARE
liabilities recognised and movements thereon during RERABHEREFRBNES
the current and prior reporting periods:
Accelerated  Revaluation
tax of  Distressed Tax  Convertible
depreciation properties assets losses notes Total
NERKHRE NEERE  FREE REEE TEREE an
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T AT T T T AT
As at 1 January 2004 and RZZEME-A-BAR
30 June 2004 “TIMERA=TH (555) (35,203) - 11,851 - (23,907)
Credit (charged) to income RAREWEE A
for the year (k) 500 (1,229) (32,494) 6,704 - (26,519)
Charge to asset revaluation reserve  :TAZES A - (448) - - - (448)
Charge to investment TARENE
properties revaluation reserve EffEH - (17,899) - - - (17,899)
As at 1 January 2005 R-EERE-F-A B5)  (BATI9)  (32,494) 18,555 - (68,73)
Change in accounting policy SHRRE 2 - (11,451) (14,479) - (10,502) (36,432)
As at 1 January 2005, restated R-ETRE-A-A-
]| (55) (66,230) (46,973) 18,555 (10,502) (105,205)
(Charged)/credit to income RAE WS (k)
for the year JHA - (15858)  (26,987) 1478 1,009 (40,068)
Charge to asset revaluation reserve  WNEEEZEREENR - (575) - - - (575)
As at 30 June 2005 R-ZEREAAZ1A (5)  (82663)  (73.960) 20,033 0203)  (145,848)
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18. DEFERRED TAXATION (continued)

19.

For the purpose of balance sheet presentation,
certain deferred tax assets and liabilities have been
offset. The following is the analysis of the deferred

tax balances for financial reporting purposes:

BB IAEE
EEHRBRAR

Deferred tax assets
Deferred tax liabilities

18. EERIE (&)

REEREBEREHRMAE  FETELEHA
BEMEEHERBECEARENE - LT
7% L 75 BB R R R P AR I 2 SE IR TR TR A

BT -

30 June 31 December
2005 2004
—ERHEF —EENF
~A=+H +ZA=+—8H
HK$’000 HK$°000
FET FAETT
(Restated)

€5=270)

19,978 18,500
(165,826) (128,705)
(145,848) (105,205)

RELATED PARTY TRANSACTIONS

During the current period, the Group entered into
the following transactions with related parties:

19. BBALRS

RABA - AEBEEEB A LT T

L

2005 2004
—2FRF —TTHF
HK$’000 HK$’000
FET FHE T
Management fee income from an W —HE R EEE
associate (note a) WA (Kfata) 42 32
Rental income from an associate W —HlE R R 2 lE
(note a) WA (Kfata) 97 88
Consultancy fee paid to an associate S —RBE AR 2BAE
(note b) (K7 z#b) 467 1,496
Performance return/commission W — B REHE BB A A
fee income received from a fellow 2 BB B R AR e A
subsidiary of a shareholder (note b) (K1 7Eb) 100,000 69,761
Interest on convertible notes issued to X Z1T T IR 2 Al %
shareholders (note c) ZRF B (K ite) 13,797 =
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BiIt—ZFZF

19.

20.

21.

BEFENAZT+HIESEA

RELATED PARTY TRANSACTIONS

(continued)

Notes:

(a) The transaction price was determined and agreed
between the Group and the related parties on the
basis of estimated costs incurred.

(b) The transactions were carried out in accordance
with the terms of relevant agreements.

(c) Interest is charged at 2.30% and 5.08% per annum.

Details of balances with related companies and other
transactions with related parties are set out in the
balance sheet.

POST BALANCE SHEET EVENTS

The Company has repurchased and cancelled
27,006,000 shares on 6 July 2005. The shares were
repurchased on the Stock Exchange at a price
between HK$2.025 and HK$2.800 per share. The
aggregate price paid for the repurchase amounted
to HK$65,953,000.

INTEREST IN COMPETITORS

During the six months ended 30 June 2005, none of
the directors or the management shareholders of the
Company or their respective associates had an
interest in a business, which competes or may
compete with the business of the Group.

19.

20.

21.

2] N s

M
W

ez

(a) XRBZERDVERNEEHRBEALIR
BRI AN ERMEE KB °

(b) X BTIRBAARH 03 & RFETT

(c) FIBLAFEFZE2.30%K5.08%:+H -

HEBMAT 2EBRREMRZZHED
HNEERAMBR -

HERREE

ARARR_ZETRAFEASBOELZE
127,006,000 A1 ° FTE ZERMH R
B 22 BT LA = A% 2.0257% JT = 2.8007% Jt [
i o BT 5 2 B K (B /65,953,000

JG ©

REEHF2ER

EBE_ZZERFAAA=THLEAHE
A YEBEAARRcEFTHERER

RFEBSAZHAAIRNEARER 2 X
BEKHEFHATREBREFNEMER
BB -
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