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1.

BASIS OF PREPARATION

This interim financial report has been prepared in accordance with
the applicable disclosure provisions of the Main Board Listing Rules
(“Listing Rules”) of The Stock Exchange of Hong Kong Limited
(“Stock Exchange”), including compliance with Hong Kong
Accounting Standard (“HKAS") 34 “Interim financial reporting”
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA™). It was authorised for issuance on 12th December,
2005.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2004/2005 annual
financial statements, except for the accounting policy changes that
are expected to be reflected in the 2005/2006 annual financial
statements. Details of these changes in accounting policies are set
out in note 2.

The preparation of an interim financial report in conformity with
HKAS 34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The notes
include an explanation of events and transactions that are significant
to an understanding of the changes in the financial position and
performance of the Group since the 2004/2005 annual financial
statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for full set of financial statements prepared in accordance
with Hong Kong Financial Reporting Standards.

The 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
HKICPA. KPMG'’s independent review report to the Board of Directors
is included on page 48. In addition, this interim financial report has
been reviewed by the Company’s Audit Committee.
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1. BASIS OF PREPARATION (continued)

The financial information relating to the financial year ended 31st
March, 2005 that is included in the interim financial report as being
previously reported information does not constitute the Company’s
statutory financial statements for that financial year but is derived
from those financial statements. Statutory financial statements for
the year ended 31st March, 2005 are available from the Company’s
registered office. The auditors have expressed an unqualified opinion
on those financial statements in their report dated 5th July, 2005.

. CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of new and revised Hong Kong
Financial Reporting Standards (HKFRSs, which term collectively
includes HKASs and Interpretations) that are effective or available
for early adoption for accounting periods beginning on or after 1st
January, 2005. The Board of Directors has determined the
accounting policies to be adopted in the preparation of the Group’s
annual financial statements for the year ending 31st March, 2006,
on the basis of the HKFRSs currently in issue.

The HKFRSs that will be effective or are available for voluntary early
adoption in the annual financial statements for the year ending 31st
March, 2006 may be affected by the issue of additional
interpretations or other changes announced by the HKICPA
subsequent to the date of issuance of this interim financial report.
Therefore the policies that will be applied in the Group’s financial
statements for that period cannot be determined with certainty at the
date of issuance of this interim financial report.

The following sets out further information on the changes in
accounting policies for the annual accounting period beginning on
1st April, 2005 which have been reflected in this interim financial
report.
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2. CHANGES IN ACCOUNTING POLICIES (continued)

(@) Employee share option scheme (HKFRS 2 “Share-based

payment”)

In prior years, no amounts were recognised when employees
(which term includes directors) and other eligible persons
(collectively the “grantees”) were granted share options over
shares in the Company. If the grantees chose to exercise the
options, the nominal amount of share capital and share premium
were credited only to the extent of the option’s exercise price

receivable.

With effect from 1st April, 2005, in order to comply with HKFRS
2, the Group recognises the fair value of such share options as
an expense in the income statement, or as an asset, if the cost
qualifies for recognition as an asset under the Group’s
accounting policies. A corresponding increase is recognised in
the share-based compensation reserve within equity.

For share options which are required to be held by the grantees
for a period before exercise (“vesting period”), the cost of the
share options is recognised over the vesting period, from the
date of grant till the grantees become fully entitled to the share
options. For share options which do not have any vesting period,
the cost is fully recognised in the period in which the options are
granted.

If the grantees choose to exercise options, the related share-
based compensation reserve is transferred to share premium
while the proceeds net of any directly attributable costs are
credited to share capital and share premium. If the options lapse
unexercised, the related share-based compensation reserve is
transferred directly to retained earnings.

This new accounting policy has been applied retrospectively with
comparatives restated in accordance with HKFRS 2, except that
the Group has taken advantage of the transitional provisions set
out in paragraph 53 of HKFRS 2 under which the new
recognition and measurement policies have not been applied to
(i) options granted before 7th November, 2002; and (ii) options
that were granted after 7th November, 2002 but vested before
1st April, 2005.
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2. CHANGES IN ACCOUNTING POLICIES (continued)

(a)

(b)

Employee share option scheme (HKFRS 2 “Share-based
payment”) (continued)

The amount of prior period adjustments to the reserves as at 1st
April, 2004 and 1st April, 2005 are set out in note 14.

The amount charged to the income statement as a result of the
change of policy increased other operating expenses for the six
months ended 30th September, 2005 by $1,276,000 (six
months ended 30th September, 2004: $1,352,000), with the
corresponding amounts credited to the share-based

compensation reserve.

Details of the Company’s share option scheme can be found in
the Company’s annual report for the year ended 31st March,
2005 and the section “Additional information provided in
accordance with the Main Board Listing Rules” in this interim
report.

Leasehold land and buildings held for own use (HKAS 17
“Leases”)

In prior years, leasehold land and buildings held for own use
were stated at cost less accumulated depreciation and
accumulated impairment losses.

With the adoption of HKAS 17 as from 1st April, 2005, the
leasehold interest in the land held for own use is accounted for
as being held under an operating lease, and separately disclosed
as prepaid land lease payments in the consolidated balance
sheet, if the cost of the interest in any buildings situated on the
leasehold land could be separately identified from the cost of
the leasehold interest in the land at the time the lease was first
entered into by the Group, or taken over from the previous
lessee, or at the date of construction of those buildings, if later.
The prepaid land lease payments are amortised on a straight line
basis over the lease term.

Any buildings held for own use which are situated on such land
leases continue to be presented as fixed assets.

This change in accounting policy has had no impact on the
consolidated income statement and retained earnings. The
comparatives on the consolidated balance sheet have been
restated to reflect the reclassification of leasehold land.
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2. CHANGES IN ACCOUNTING POLICIES (continued)

(c) Minority interests (HKAS 1 “Presentation of financial

statements” and HKAS 27 “Consolidated and separate financial
statements”)

In prior years, minority interests at the balance sheet date were
presented in the consolidated balance sheet separately from
liabilities and as deduction from net assets. Minority interests in
the results of the Group for the year were also separately
presented in the consolidated income statement as a deduction
before arriving at the profit attributable to shareholders.

With effect from 1st April, 2005, in order to comply with HKAS
1 and HKAS 27, minority interests at the balance sheet date are
presented in the consolidated balance sheet within equity,
separately from the equity attributable to the equity holders of
the Company, and minority interests in the results of the Group
for the period are presented on the face of the consolidated
income statement as an allocation of the total profit for the
period between the minority interests and the equity holders of
the Company.

The presentation of minority interests in the consolidated
balance sheet, income statement and statement of changes in
equity for the comparative period has been restated accordingly.
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3. SEGMENTAL INFORMATION

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

3. 7HEHR

RNEBNRRRNIZEEREHRE D 2 EHH
W

$'000 Tt

696,215
192,519
270,313
102,621

1,261,668

1,261,668

$'000 Tt

100,883
(8,651)
39,971
12,933

145,136
(21,878)

123,258

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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3. SEGMENTAL INFORMATION (continued) 3. 7EHER (E)
Turnover by the location of customers is as follows: REPIEME S F 2 EEBOT

2005
—gTns
$°000 Tt

797,597

221,492
90,117
105,887
46,575

1,261,668

4. PROFIT BEFORE TAXATION 4. BRB AR

Profit before taxation is arrived at after charging / (crediting): BEAEFD MR (3tA)

2005
—2REF

$'000 Tt

4,449

(5,633)
55,362

264

107
561,779
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5.

7.

RESTRUCTURING COSTS

During the year ended 31st March, 2005, the Group had undergone
a restructuring of its operations in the United States which included
the exit from its Refrigerated Soymilk business, the consolidation of
production facilities in the plant in Ayer, Massachusetts and the
closure of the production plant in Burke, California. During the six
months ended 30th September, 2004, an impairment loss on the
fixed assets amounting to $11,750,000 was recognised in relation
to the restructuring.

WRITE BACK OF PROVISION FOR COMPENSATION FOR
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 six months ended 30th September, 2004, the
injury claim was settled and an overprovision of $765,000 was
written back to the income statement.

INCOME TAX

. BEARE
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. B

2005
—EBREF
$'000 Tt

The provision for Hong Kong Profits Tax is calculated at 17.5%
(six months ended 30th September, 2004: 17.5%) of the
estimated assessable profits for the period. Taxation for
subsidiaries outside Hong Kong is charged at the appropriate
current rates of taxation ruling in the relevant tax jurisdictions.
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8. DIVIDENDS 8. RE

(a) Dividend attributable to the interim period (a) NAERHEZRE

2005
—gTns
$’000 Tt

The interim dividend declared after the interim period end has RANEABEEREE R FEHKRET
not been recognised as a liability at the interim period end date. ARANERAHE s EERBRRALRE -

(b) Dividends attributable to the previous financial year, approved (b) RA7<1E A AR #ERIRE 2 BEBMBF
and paid during the interim period ERE

2005
—gTns
$’000 Tt

100,244

157,383
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9. EARNINGS PER SHARE

(a)

(b)

(c)

Basic earnings per share

The calculation of basic earnings per share is based on the profit
attributable to equity holders of the Company of $90,730,000
(six months ended 30th September, 2004 (restated):
$66,558,000) and the weighted average number of
1,000,086,000 ordinary shares (2004: 988,328,000 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 equity holders of the Company of
$90,730,000 (six months ended 30th September, 2004
(restated): $66,558,000) and the weighted average number of
1,006,912,000 ordinary shares (2004: 993,862,000 ordinary
shares) after adjusting for the effects of all dilutive potential
ordinary shares.

Reconciliation

9. BRAER
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2005

—EBnF
Number of shares
IR

‘000 T A%

1,000,086

1,006,912
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10.INVENTORIES 10.E&
Included in the inventories of the Group, there are raw materials and REBZFERED BB NGREE 2 RE &
finished goods stated net of provisions, in order to state these BRI - AR B ET A B IR FER 2RI
inventories at the lower of their cost and estimated net realisable E5IROT -

value, as follows:

At 30th
September, 2005
R-ZEZ2RF
hB=+H

$'000 Tt

11.TRADE AND OTHER RECEIVABLES 11. 78 W B 5 % L i & 3K

At 30th
September, 2005
R-STHF
hB=1+H
$’000 Tt

356,382
44,040

400,422
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11.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:

11,78 W BR X % H At FE Wk (48

FEU BRI R W R 0 (B H0RR RIRBR ) 2

BREE TR -

At 30th
September, 2005
R-ZB2RE
hBA=t+H
$'000 ¥t

317,012
39,091
279

356,382

The credit terms given to the 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.

12.BANK DEPOSITS AND CASH AND CASH EQUIVALENTS

RTEPZEEMEETR - —REEMER
BEPZMBARNEE - REBMEREYERR
ZIEERE  AKBEEHETEPERN

f e

RB|TERERERAESEEEE

At 30th
September, 2005
R-ZEZ2RF
hB=+H
$'000 F 7t

126,157

247,302

373,459

10,615

38,310

422,384
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13.TRADE AND OTHER PAYABLES 1BENERREMENSK

At 30th
September, 2005
R-EZ2REF
hLB=+H
$'000 ¥t

161,781
159,609

321,390

The ageing analysis of trade creditors and bills payable is as follows: FERBRR R ERRIBE 2RO TAOT -

At 30th
September, 2005
R=ZZTHF
hBA=+H
$'000 F 7t

159,304
297
2,180

161,781
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14.CAPITAL AND RESERVES 1485 R i#E
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14.CAPITAL AND RESERVES (continued) 485X #E (B)
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14.CAPITAL AND 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 (six
months ended 30th September, 2004: $2,043,000) is
transferred from capital reserve to retained profits.

(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.

During the period, share options were exercised to subscribe for
8,656,000 ordinary shares (six months ended 30th September,
2004: 3,692,000 ordinary shares) in the Company. The net
proceeds were $11,636,000 (six months ended 30th
September, 2004: $4,788,000), of which $2,164,000 (six
months ended 30th September, 2004: $923,000) and
$9,472,000 (six months ended 30th September, 2004:
$3,865,000) were credited to share capital and share premium
account respectively.
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15.CAPITAL COMMITMENTS

Capital commitments outstanding at 30th September, 2005 not
provided for in the interim financial report were as follows:

NOTES ON THE UNAUDITED
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15.8 R i

RZZZRFAA=TH - RESHHBR
ERBEBIRNERREFEOT

At 30th
September, 2005
R-BEHF
hB=1+H
$’000 Tt

16. MATERIAL RELATED PARTY TRANSACTIONS

The Group has purchased 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 $1,484,000
during the period (six months ended 30th September, 2004
$1,621,000). The amount due to the related party as at 30th
September, 2005 amounted to $500,000 (31st March, 2005:
$436,000). This transaction constitutes a connected transaction
under the Listing Rules.

Vitasoy International Holdings Ltd.

16.EXBEXRS

RNEBE M —BEPBEIARE 2 BiE A TRED
ERG - ERGZ BAERE B RS
EEZEEAT I HEPTEAETE - I
E2EEBRPBEAMKEREEREB /T2 TE
1B - RAZEEA TRBE &R
161,484,000 (HE-ZTZTNFNA="1H
IEREA £ 1,621,0000T) c RZZETRHF A
A=+ B % A 12 538 A500,000
FT(CZEERF=A=+—H : 436,000

70) © BB EWARA - WIBR SIEKEER
% °



17.POST BALANCE SHEET EVENT

Subsequent to the balance sheet date, the Directors declared an

interim dividend. Further details are disclosed in note 8.

18.COMPARATIVE FIGURES

(a)

(b)

Certain comparative figures have been adjusted as a result of the
changes in accounting policies as set out in note 2.

Certain land and buildings, which were included in “Fixed
assets” in the 2004/2005 financial statements, have been
separately shown as “Investment properties” on the face of the
consolidated balance sheet in this interim financial report.
Comparative figures have been reclassified to conform with the
current period’s presentation. The Directors of the Company
consider that the revised presentation reflects more appropriately
the nature of these assets.
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