Notes to the Consolidated Financial Statements

e B AR Y A

For the six months ended 30 June 2006

BE—

EENFNA=+HIENEAR

BASIS OF PREPARATION

The consolidated financial statements have been prepared in
accordance 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”)
and with Hong Kong Accounting Standard (“HKAS") 34 “Interim

Financial Reporting”.
PRINCIPAL ACCOUNTING POLICIES

The consolidated 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 consolidated financial
statements are consistent with those followed in the preparation
of the Group’s annual financial statements for the year ended
31 December 2005.

At 30 June 2006, the following new Hong Kong Financial
Reporting Standards (“HKFRSs"), Amendments and Interpretations

issued by the HKICPA were in issue but not yet effective:

HKAS 1 (Amendment)  Capital Disclosures

HKFRS 7
HK(IFRIC)-INT 7

Financial Instruments: disclosures

Applying the restatement approach
under HKAS 29 Financial Reporting
in Hyperinflationary Economies

HK(IFRIC)-INT 8 Scope of HKFRS 2

HK(IFRIC)-INT 9 Reassessment of Embedded Derivatives

HK(IFRIC)-INT 10 Interim Financial Reporting and

Impairment
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Notes to the Consolidated Financial Statements

e IS RRME
For the six months ended 30 June 2006
BE—_TENFNA=1THIENEA

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FESHEEX®
The Board anticipates that the adoption of these new HKFRSs, ExeEl RARHRAEALSE
Amendments and Interpretations in future periods will have no HEAIEAVBRELD  BITAR
material impact on the financial position of the Group. RERETSHAEENTBMRE

MEATE
3. TURNOVER AND SEGMENT INFORMATION 3. B2EERIEER

Turnover is analyzed as follows: M AR

Six months ended 30 June

BEAA=tHLAEAR

2006 2005
—EERE —TTRF
HK$'000 HK$'000
FET F& T
Proceeds from held-for-trading HIEEEREMGHIEA
investments 403,818 34,750
Interest income from interest in TREERZMERA
distressed assets 46,807 89,958
Property management fee income MEEBERA 43,562 41,661
Rental income He A 34,197 30,644
Performance return of dealing in BRETREEBKDKKA
distressed assets — 100,000
Dividend income from EmEEBREKA
listed securities — 1,890
528,384 298,903
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e IS RRME
For the six months ended 30 June 2006
BE—_ZTETENNFNA=+HIEANEA

3. TURNOVER AND SEGMENT INFORMATION 3. ¥ XHERS7EER @

(continued)
()  Business segments () %¥Bo2HE
The Group is organized into five operating divisions: AEBEHOESENFIAR: T
distressed assets business, investments, sales of properties, REEXK  1/E  WEHEE -
property leasing and property management. These MERERMEETR - WEFLE
operating divisions are the basis on which the Group HrIRAEEZHEERHEE
reports its primary segment information. RO EHE o
An analysis of the Group’s turnover and results by business FEEEXBREERELHE
segments is as follows: BAMET
Six months ended 30 June 2006
HE-EEREAA=THLAARA
Distressed
assets
business Sales of  Property  Property
TR Investments properties leasing management Consolidated
BEEH RE WEHE NERE  pEER g4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TEn TEn TE7 TEn TEn
Turnover 2EE 46,807 403,818 - 34,197 43,562 528,384
Results E4
Segment results EES 46,807 128,126 (1614) 15,160 994 189,473
Interest income HMERA 31,636
Surplus on revaluation of  BENENEERH
leasehold properties 1,102
Increase in fair value of ~ REMENATFEEM
investment properties - - - 88,418 - 88,418

Gain on convertible note  RERRERATEEE
at fair value through TRREEN NG

profit or loss 35,412
Unallocated corporate AFARARER

expenses (19,231)
Finance costs B%ER (24,445)
Discount on acquisition of & — M B 2 A&

additional equity RAERNTE

interest in a subsidiary 24,742
Share of results of BUEBENAEE

associates 39,532
Share of results of jointly  BEEREHAALE

controlled entity 6,912
Gain on disposal of HE—FNEL A

a subsidiary EEmhE 2,550
Profit before taxation BBt A A 376,101
Taxation A (43,033)
Profit for the period B 7 333,068
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Notes to the Consolidated Financial Statements

e IS RRME
For the six months ended 30 June 2006
BE-_ZTENFNA=1THIENEA

3. TURNOVER AND SEGMENT INFORMATION

(continued)

(i) Business segments (continued)

ERENRDEER &)

(i)

k%08 (8

Six months ended 30 June 2005
BE_ESR4 AZTHLEANEA

Distressed
assets
business Salesof ~ Property  Property
RE Investments  properties leasing managementConsolidated
BEXK RE NEHE NEHE NEER A
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
TEr AT TEx  FExr  FEr  TEX
Turnover 25T 189,958 36,640 — 30,644 41,661 298,903
Results &

Seqment restlfs SELE 189946 21277 (1685 16783 1861 228,182
Interest income MEBRA 20,587
Surplus on revaluation of  HEMENEREE

leasehold properties 8,255
Increase in fair value of ~ RENENATEEM

investment properties — — — 55,630 = 55,630
Unallocated corporate ATARATER

expenses (17,872)
Finance costs BHER (29,834)
Discount on acquisition of  Yi#E — M B 2 & &5

additional equity RAERMTE

interest in a subsidiary 73,476
Share of results of 1 VNG

associates 59,885
Profit before taxation Bt ana 398,309
Taxation e (40,301)
Profit for the period eyl 358,008

(i)  Geographical segments (i) wiEFIE\

An analysis of the Group’s turnover by geographical AEBZEZERRE PR

location of customers is as follows: BEESHONMT:

Turnover

EXE

2006 2005
—BERE —ZETRF
HK$'000 HK$'000
FET FETT
Hong Kong BB 405,641 38,244
The PRC H 122,743 160,659
Macau R P — 100,000
528,384 298,903
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REVBBRME

For the six months ended 30 June 2006

BE ST XNFNA=FTHIENEA

4. OTHER INCOME HAitr g A
2006 2005
“EEXRE “ETRF
HK$’'000 HK$'000
FET FET
Change of fair value of HIEEBEREH
held-for-trading investments NEEE 57,313 9,265
Interest income B U A 31,636 20,587
Commission income BB A 916 520
Gain on disposal of HEREMEEED
investment properties W a= — 209
Bad debt recovered £ BRI [ml - 82
Exchange gain BE 5 M 28 — 15
Others H At 158 2,745
90,023 33,423
5.  FINANCE COSTS M%EA
2006 2005
—EEXRE —ETRF
HK$’'000 HK$'000
FET FET
Interest on bank borrowings RITE A E
— wholly repayable within — ARLEN
five years EHY B 16,411 15,927
— not wholly repayable — EARATFR
within five years BEER 222 110
Interest on convertible notes BARAFANTZEEER
wholly repayable within i) Al AR R AR A B
five years 7.812 13,797
24,445 29,834
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For the six months ended 30 June 2006
BE-_ZTENFNA=1THIENEA

6. DISPOSAL OF A SUBSIDIARY 6. HEKNEARF
2006 2005
—BERE e
HK$'000 HK$'000
FET FHET
Net assets of a subsidiary HENBARNEE
disposed of comprise: FEEE:
Interest in distressed assets TREERR 263,723 —
Amounts due to holding companies &+ i 2 B 2B (239,994) —
Group's share of net assets disposed ZA&EEEHEFEE 23,729 —
Gain on disposal of a subsidiary HE—HNBEAREELNKE 2,550 —
Total consideration BRE 26,279 —
Satisfied by: XHRHAR:
Cash & 26,279 —
Net cash inflow arising HEWBARKWERERA:
on disposal:
Cash consideration BeRE 26,279 —
26,279 —

The subsidiary disposed during the period had no significant

contribution to the Group’s operating results for the current

period.

7. TAXATION

The charge comprises:

Subsidiaries
PRC Enterprises Income Tax
Deferred Taxation (Note 18)

Taxation attributable to the
Company and subsidiaries

BEX HBE !

[EE=NE]
mEEMER
EEFE (K7F18)

ARmRKE AR MBHREA

RABMA LSRN E R RIS AREBERA
HANKEXETBEERNEH -

B I8
2006 2005
—EEXRF —EERF
HK$’000 HK$'000
FHET FET
500 233
42,533 40,068
43,033 40,301
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For the six months ended 30 June 2006
BE-_ZTENFNA=1THIENEA

7.  TAXATION (continued) 7. WE @)
No provision for Hong Kong profits tax has been provided in the HRERVANE ARAAMHEBEEH
current period and in the previous periods since the assessable Wi - AEEREF R RERT
profit is wholly absorbed by tax losses brought forward. AEBMBHIML
The taxation charge of the PRC Enterprise Income Tax for the AERE R AFREE P B ZERGEN
current and the previous period have been made based on the REER R BAIHE A R DAL 5B ER
Group's estimated assessable profits calculated in accordance B MR A B R P EBOEBIET BTG R
with the relevant income tax laws applicable to the subsidiaries BEXH -
in the PRC.
8.  PROFIT FOR THE PERIOD 8. HAaF
2006 2005
—EEXRF “ZTThEF
HK$'000 HK$'000
FET FHET
Profit for the period has been HAaF e Mg :
arrived at after charging:
Auditors’ remuneration ZE & 1,200 1,042
Depreciation e 3,653 3,266
Loss on disposal of property, plant  HEW¥ BERRBEEL
and equipment K B8 2 34
Repairs and maintenance fund AEERPENRENES
expensed relating to the Group’s HEZEBEREX N
investment properties in the PRC 686 686
Operating lease rentals in respect of THI RIEFHLERHAE
land and buildings 1,791 626
Staff cost including directors’ ETEABRESEMe R
remuneration and the retirement RN TR 21,427,000 7T
benefit costs of HK$1,427,000 ZZETHF :1,032,000% L)
(2005: HK$1,032,000) 26,260 20,142
Share of tax of associate (included in {8 & 2 &) {18
share of results of associates) (BEREREGHERRIEER) 2,293 —
Share of tax of jointly controlled entity % {h £ [F 42 4 2 A1 18
(included in share of results (EBEREGHRZEHQREE)
of jointly controlled entity) 1,570 —
And after crediting: YEFA :
Rental income under operating leases &ZEMAMHA L WA -
less outgoings of HK$1,501,000 B BA 1,501,000 7T
(2005: HK$654,000) (ZEZARF : 654,000/ 7T) 32,300 29,990
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BE—_ZTETENNFNA=+HIEANEA

9. DIVIDENDS 9.

On 6 June 2006, the Company paid a dividend of HK$0.06 per
share, totaling HK$108,403,000, to the shareholders as final
dividend for the year ended 31 December 2005.

On 3 June 2005, the Company paid a dividend of HK$0.05 per
share, totaling HK$87,934,000, to the shareholders as final
dividend for the year ended 31 December 2004.

The Board has resolved not to declare any interim dividend for
the six months ended 30 June 2006 (2005: Nil).

10. EARNINGS PER SHARE 10.

The calculation of the basic and diluted earnings per share
attributable to the ordinary equity holders of the Company is
based on the following data:

Earnings: 2R

Earnings for the purpose of basic RUAGESRERBHME
earnings per share (profit for the AR (ARARAFEEA
period attributable to equity holders &1k 53 9% 7))
of the Company)

Effect of dilutive potential shares in ﬁfﬁ—ﬁﬁ'%iﬁfﬁ’]i

respect of convertible notes: BEROHNTE

— gain on convertible note at fair ~— REBFEREA :FTEJ}%@
value through profit or loss BEIESE S Sl

— finance costs — UBER

— deferred tax — RREHIE

Earnings for the purpose of diluted AU EBREERFNEF
earnings per share

RHER B

RZZEZAENANE  ARBIAKRE
THRHBR006BTLRE 5 A
108,403,000 T * EAEEZE_TZTH
F+-_A=Z+-—BUEFENRERE -

RZZBEZRESA=H  ARaRBKER
TRBROGGETRE A8 A
87,934,000 T - ERABZE_ZTIF
+tZA=T—HLEFEHRBRE -

EFERRNEREMBEE_TTRF
NAZTBREREANFHRE (ZF
THE E) -

BREA

ADREBBBAREARGHERE
AREERBNTIRE T I ZURG B

F

Six months ended 30 June

BEAA=ZtHLAEAR

2006 2005
= —ETRE
HK$°000 HK$°000
FER FET
332,600 354,973
(35.412) —
7,812 13,797
(537) (2,414)
304,463 366,356

38 | Silver Grant International Industries Limited | 38 2 BB & % 5 [R 2 7



Notes to the Consolidated Financial Statements

e IS RRME
For the six months ended 30 June 2006
BE—_ZTETENNFNA=+HIEANEA

10. EARNINGS PER SHARE (continued) 10. BREF &)
Number of shares
12 8 B
In thousand
:F
2006 2005
—EBERE “TTARF
Number of shares: ROHE :
Weighted average number of shares BN ESREARF
for the purpose of basic MEFHRODEE
earnings per share 1,752,240 1,758,672
Effect of dilutive potential ordinary EHE#BL Bz ¥ 2
shares from
— convertible notes — ABRRERE 282,460 338,814
— share options — B E 16,351 24,982
Weighted average number of shares U EEREERF 2
for the purpose of diluted INFETF 19 2 B
earnings per share 2,051,051 2,122,468
11. INVESTMENT PROPERTIES . REWZE
The Group did not make any acquisition or disposal of investment AEERAHEALEEASHEEM
property during the period. BREME -
The Group’s investment properties were fair-valued by Vigers AEENREMENR_ZTERFARA=Z
Appraisal & Consulting Limited and A-Plus Surveyors Limited, T HEATE T4 B B S AT A
firms of independent property valuers on an open market value REBEENGCERAERAGRERFNE
basis at 30 June 2006. The resulting increase in fair value of Eﬂiﬁﬁﬁﬁ AR AR MEEET A
investment properties of approximately HK$88,418,000 has been  WEMEN BB AT EEME
recognized directly in the consolidated income statement. %’52'188 418,000 TE HEREE WA

MERER o
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For the six months ended 30 June 2006
BE-_ZTENFNA=1THIENEA

12.

13.

PROPERTY, PLANT AND EQUIPMENT

The Group did not make any significant acquisition or disposal
of property, plant and equipment during the period.

The Group’s 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 value basis at
30 June 2006. The net surplus on revaluation of leasehold
properties amounting to approximately HK$2,761,000, of which
the surplus of approximately HK$1,102,000 was credited to the
consolidated income statement to reverse the deficit previously
charged to the consolidated income statement and the remaining
surplus of approximately HK$1,659,000 was credited to the asset

revaluation reserve.

TRADE RECEIVABLES

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

trade customers.

The following is an aged analysis of trade receivables at the

balance sheet date:

0 to 30 days £Ex=1+H
31 to 90 days =+—HEZA+H
Over 90 days BEATH

12.

13.

ME - BERRE

AEBRNAHEAALELETERNY
X BEARRBBEILE

AEBSMNRNE  BERRENEE
THREFR_ZZENFAA=THD
NS EDEES=ck bRy EE R il 31
ENHBERERARRERFNEMTE
BARIRBRARMEZETGME - A
EMETHFTESNBBIED
2,761,000 7 * EF B E L
1,102,000 7T 5T A 67 & WA #) 5% DA 3¢
B AR E AR A WA RE R H B 4L
H & A 841,659,000 7T A 5 A
BESMHEE -

J& W AR X

AEERTEZEFPYH=ZTXREHN
% o

TR ERERNEEBNRE D

30 June 31 December
2006 2005
—EERE “ZTERF
AA=+HB TtZA=+—H
HK$'000 HK$'000
FHET FET
4,788 933
1,544 1,021
1,269 2,446
7,601 4,400
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e IS RRME
For the six months ended 30 June 2006
BE-_ZTENFNA=1THIENEA

14. SHARE CAPITAL

Ordinary share of HK$0.20 each
Authorized:
At 31 December 2005 and

30 June 2006

Issued and fully paid:

Balance at 31 December 2005

Issue new shares upon exercise of
share options

Issue new shares upon exercise of
convertible note

At 30 June 2006

14.

IR EE0.2058 7T &) & 3 Ak
ETERA
R_ZEERAF+_A=+—H
E=2EAEAA=TA

EBTTRHBERLG :
R_EERAF+_A=+—H
TEBRERITHIR

TEARKRERRITOHK

R-ZEENFANA=TH

iR Z<
Number of Nominal
shares value
RGEE ZHE
HK$'000
F& T
4,000,000,000 800,000
1,688,709,611 337,742
18,000,000 3,600
100,000,000 20,000
1,806,709,611 361,342

15. TRADE PAYABLES

15.

The following is an aged analysis of trade payables at the balance

sheet date:

0 to 30 days
31 to 90 days
Over 90 days

TZ=+1+H
=+t—HEAT+H
BEN+A

e R X

THREMNERRNEE B R DT

30 June 31 December
2006 2005
—EERE —EETRF
AB=+H +tZA=+—H
HK$'000 HK$'000
FERT FET
9,629 6,324
2,878 8,428
23,354 4,423
35,861 19,175
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e IS RRME
For the six months ended 30 June 2006
BE—_ZTETENNFNA=+HIEANEA

16. BORROWINGS 16.

The bank loans bear interest at commercial rates and are secured
by certain investment properties and leasehold properties of the

Group. The related obligation is repayable as follows:

TEREAEMNEFENE - LAK
BETHREDEREEMREER -
{IHEERECNEBHRNT

>&

30 June 31 December

2006 2005
—EERE —EERF
ANBE+H tZA=+—H
HK$'000 HK$'000
FET T
Bank overdraft — secured RITEX — AHEA - 79,241
Bank loans — secured FITER — AiEHE 578,904 579,478
578,904 658,719
Carrying amount repayable: ERRTCHRBECREHSH -
On demand or within one year EEKF—F2A 572,579 651,819
More than one year, but not —FUEBERNBBME
exceeding two years 1,150 1,150
More than two years, but not MENEBENERBAF
exceeding five years 3,450 3,450
More than five years AELE 1,725 2,300
578,904 658,719
Less: Amounts due within one year & : EA*EZWE‘J HI0 51| &
shown under current liabilities mBEELEHE
— Borrowings - B8 (572,579) (572,578)
— Bank overdraft - RITEX - (79,241)
6,325 6,900
17. PLEDGE OF ASSETS 17. EEEH
At 30 June 2006, the Group has pledged certain investment RZZZERFEAA=1TH A5EBEH

properties and leasehold properties which have an aggregate
carrying value at the balance sheet date of approximately
HK$1,943,672,000 and HK$81,200,000 respectively to secure

general banking facilities granted to the Group.

REEBZRZAEEHEENAR
1,943,672,0007% 7T % 81,200,000/ 7T #J
REMEREENEFEREREERM
ER—RIERITRENGYE -
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e IS RRME
For the six months ended 30 June 2006
BE-_ZTENFNA=1THIENEA

18. DEFERRED TAXATION 18. EEBIIE
The followings are the major deferred tax assets and liabilities NTRIZEEANECHEEEER
recognised and movements thereon during the current and prior BRERAHRBREFRBMHES

reporting periods:

Accelerated tax  Revaluation  Distressed Convertible
depreciation of properties assets  Tax losses notes Total
NEGKHE  NEER  FREE  REER THREE g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL FiET T T T TEL

At 1 January 2005 R-EERE-A-H 55 (65128 (32494 18555 (4054 (83,176
Effect of changes in accounting policies &3t B EHH 3 2 - - (14,479) = = (14,479)
A 1 January 2005, as restated “ZZR%-R-H

,Z%Eﬁ‘] (55) (65,128) (46,973) 18,555 (4,054) (97,655)
(Charge) credit to income for the year ~ RAEE Iz (1% ) 3t A = (47,314) (39,274) (3.961) 2,100 (88,449)
Charge to equity for the year RAERERIR = (539) = = = (539)
At 31 December 2005 i

_‘I' H (55) (112,981) (86,247) 14,594 (1,954) (186,643)
(Charge) credit to income for the period R AR Mz (1% ) 3t A - (29,028) (14,042) = 537 (42,533)
(Charge) credit to equity for the period R AR (11%) 3t A - (504) = = 978 474
At 30 June 2006 RZEE ENA=TH (55) (142,513) (100,289) 14,594 (439) (228,702)

For the purpose of balance sheet presentation, certain deferred ?ﬁﬁ?ﬁﬁ?\% ERnE GETEEHEEER
tax assets and liabilities have been offset. The following is the L?RIEQT EEMEEE UTARTBRR
analysis of the deferred tax balances for financial reporting F#®RTE 2 BELEFR BLE & DT -

pUrposes:
30 June 31 December
2006 2005
—EERE —TTRF
AB=Z+H t-A=+—H
HK$'000 HK$'000
FHET FET
Deferred tax assets EIETHIBE E 1,336 1,336
Deferred tax liabilities RILERIEAE (230,038) (187,979)
(228,702) (186,643)
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e IS RRME
For the six months ended 30 June 2006
BE—_ZTETENNFNA=+HIEANEA

19. INTEREST IN COMPETITORS 19. RBFREHF2ER

During the six months ended 30 June 2006, none of the REZE ERFEANA=THIEAEA
A mﬁfﬂﬂK AMEZHERER
RAZEMNBHEBALREREE 2 X%
T B B S S T AR IR K 3 B0 EL A SR T

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. B o
20. RELATED PARTY TRANSACTIONS 200 BBALXRS
During the current period, the Group entered into the RABA - REBEBAMATET TR
following transactions with related parties: R
2006 2005
ZEERE —EERF
HK$’000 HK$'000
FET F& T
Property management fee income Y B — Rl Bk A R A 5
from an associate (note a) EBBWA (ffita) 62 4?2
Interest on convertible notes issued 3 15 21T T AR R &) A #2
to shareholders (note b) EEF S (faEb) 7,812 13,797
Interest income from U ER B & 2 B B A B (Y atc)
associates (note ¢) 11,393 —
Rental income from an Ui B — R B 2 2 B] Y
associate (note a) Hel A (Kfiza) 117 97
Performance return received from W —ZBRENER KB
a fellow subsidiary of NEIE YA (M id)
a shareholder (note d) — 100,000
Consultancy fee paid to SEH*F'? = /NEE:
an associate (note d) BB (ffid) — 467
Notes: st
(a) The transaction price was determined and agreed between the (a) RGZERTIEAEE A TR
Group and the related parties on the basis of estimated costs BEFTHRAERMEE KRR
incurred.
(b) Interest is charged at 1.5% and 4.48% per annum. (b) FBAERR15%K%4.48%:E o
(c) Interest is charged based on the interest rate agreed by both (c) FERBEE BTN ETE -
parties.
(d) The transaction was carried out in accordance with the terms (d) RS DIBERBZE N IETETT

of relevant agreements.

Details of balances with related companies and other

transactions with related parties are set out in the

consolidated balance sheet.

HEBALNERREMIZNFED

ENEREERRBX °
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