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ABBREVIATIONS

The following abbreviations have been used throughout this publication:

App
GEM

GR

HKMA
HKSA
IAS
INT

LR

MA

MDA
PN

SDIO
SEHK
SRGL

SSAP

Appendix to the Listing Rules
Growth Enterprise Market

Rules Governing the Listing of Securities on the Growth Enterprise Market of the Stock
Exchange of Hong Kong Limited (the GEM Rules)

Hong Kong Monetary Authority

Hong Kong Society of Accountants

Internationa Accounting Standard

Interpretation issued by the Urgent Issues and Interpretations Sub-Committee of the HKSA

Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the
Ligting Rules)

Recommendations on Interim Financid Disclosure by Authorised Indtitutions Incorporated
in Hong Kong, issued by the HKMA

Management Discussion and Analysis
Practice Note to the Listing Rules

Securities (Disclosure of Interests) Ordinance
Stock Exchange of Hong Kong Limited
Statement of Recognised Gains and Losses

Statement of Standard Accounting Practice
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EXECUTIVE SUMMARY

Requirement to report interim financial information

The requirement to report interim financia information is generdly restricted to enterprises listed on ether the
Man Board or the GEM of the SEHK. The following tables provide a high level summary of the requirements of
the Ligting Rules and the GEM Rulesin thisregard.

Enterpriseslisted on the Main Board of the SEHK
(Effectivefor interim periodsending on or after 1 July 2000)

P Interim report required for first 6 months of each financid year.
P Report to be sent to members within 3 months of the end of the interim period.

P To include condensed income statement, baance sheet, statement of recognised gains and losses, and
cash flow statement.

P Tocomply with the requirements of SSAP 25 Interim Financial Reporting

P Toinclude comprehensive Management Discussion and Analysis (MDA).

P Toinclude other details of shareinterests etc. as specified by the Listing Rules.

P Additiond disclosure requirementsfor finanda conglomerates and banking companies.
P  Tobereviewed by audit committee or externa auditors.

P Prdiminary announcement to include, as a minimum, condensed income statement, condensed baance
sheet and MDA, with other disclosure requirements specified by the Listing Rules.
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Enterpriseslisted on GEM

P Interim reports required for each of thefirst 3, 6 and 9 month periods of each financid year.

P Report required to be published in printed form and to be submitted for publication on the GEM website
within 45 days of the end of the rdevant period. As soon as is reasonably practicable thereafter, copies
of thereport to be sent to members.

P Toinclude headline income statement information and supplementary notes.

P To include an explanatory statement relating to the activities and results of the enterprise for the period
and, for the firs 2 financid years after listing, detaills of progress towards achievement of business
objectives.

P Toinclude other details of shareinterests etc. as specified by the GEM Rules.

b Additiond disclosure requirementsfor banking companies.

Other Hong Kong reporting enterprises will not normaly be required to report interim financia information —
dthough some larger public interest enterprises choose to do so voluntarily. In the past, enterprises which chose
to report interim financia information voluntarily were not required to comply with any rules as to the content of
such reports. However, for accounting periods beginning on or after 1 January 2000, any enterprise that wishes to
describe its interim report as complying with Statements of Standard Accounting Practice will be required to
comply with SSAP 25 and dl other gpplicable Standards and Interpretations.
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Effect in practice of recent developments

We anticipate that the principa implications in practice for Main Board enterprises complying with the revised
Listing Rules, and on other companies voluntarily complying with SSAP 25, will be asfollows:

interim reports will be required to include al primary financiad statements and not only headline income
statement information as had previoudy been the case;

for Main Board enterprises, a more comprehensive discussion and anadlysis of the group's performance in the
interim period will be required.

a interim reporting dates, preparers are now gpecificaly required to consder carefully any changes in
accounting policies that will be gpplied in the next annud financia <atements and to ensure that such
changes ae adopted for interim reporting purposes.  Although dways best practice, not dl reporting
enterprises will have imposed such disciplinein the past; and

preparers will need to carefully reconsder the measurement principles applied a interim reporting dates so
that there is no inappropriate smoocthing of earnings or recognition of assats/liabilities that would not qualify
for recognition at the annual reporting date.

In terms of overdl effect, the revised requirements will result in interim reports that present a much more
omprehensve picture of the results for the interim period and of the financid podtion a the interim reporting
date — both in terms of the volume of information that is provided and the discipline that has been exercised in
producing that information. Reports prepared under these more rigorous requirements should provide a clearer
indication of the enterprise’ s progress during the interim reporting period.

Review of interim financial reports

The Ligting Rules require that the audit committee must review the interim report. Where an audit committee has
not been formed, the auditors should review the interim report.
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Where the auditors are carrying out such a review, they will refer to Statement of Auditing Standards 700
Engagementsto Review Interim Financial Reports (SAS 700) recently issued by the HKSA.

A discussion of the scope of such assignments and of the leve of assurance provided is set out at Section 9 of this
publication.

The review by the auditors provides boards and audit committees with enhanced assurance that the interim
financid report is free from materid misstatement and has been properly prepared in accordance with the
requirements of SSAP 25 and with the relevant provisions of the Listing Rules.

It is our expectation that a review of the interim financial report by the auditors will prove to be an integra part of
the process by which boards and audit committees saisfy themselves as to the integrity and rdiability of interim
financia reportsissued under the Listing Rules.

Practical condderations

The implementation of the requirements of the revised Ligting Rules and SSAP 25 as regards interim reporting
will present anumber of significant challenges for directors of Main Board listed enterprises.

Key questions to be addressed include:

whether the resources of the finance function within the enterprise are sufficient to enable the preparation of
the interim report on atimely basis;

whether the accounting system is capable of providing comprehensive information &t the interim reporting
date and, in particular, sufficient information to enable appropriate estimates and judgements to be made;

whether sufficient additiond management information is available to enable the directors to compile a
comprehensve and meaningful Management Discussion and Analysison atimely basis;

how sufficient time can be scheduled for the audit committee and the auditors to perform their reviews.

10
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ThisPublication

The preparation of interim reports under the new regime will require a more disciplined process resulting in the
production of more robust financia information. Our hope is tha this publication will provide preparers with
practicd assistance in underteking this task, in terms of identifying potential problem aeas and providing
guidance for implementation.

11
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INTRODUCTION
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Recent months have seen a number of sgnificant developments in the reporting of interim financid
information.  The Listing Rules have been amended so as to require the reporting of significantly
expanded information at interim reporting dates for enterprises listed on the Main Board of the SEHK.
In addition, the Hong Kong Society of Accountants hasissued SSAP 25 Interim Financial Reporting

The Liging Rules amendments are generdly effective for reporting periods ending on or after 1 July
2000, dthough earlier adoption is encouraged. For the purpose of edtablishing the effective date,
'reporting period includes interim periods. The amendments will therefore generdly become mandatory
for Man Board listed enterprises with interim reporting periods beginning on or after 2 January 2000
(eg. for an enterprise with a March year end, the amendments will be effective for the six monthly
interim period beginning on 1 April 2000). Reporting enterprises with December year ends will not
generaly be required to comply until 30 June 2001 interim reporting dates.

The variety of sources of regulation, and the differing requirements for various classes of reporting
enterprise, can result in some confusion. In isuing this Guide for the Preparation of Interim Reports,
our objectiveisto remove some of that confusion by providing:

an accessible summary of reporting requirements;

clarification on mattersthat may be subject to conflicting interpretations, and

guidance on practical implementation issues for the revised requirements.

The paragraphs of this publication that represent the authors interpretations are highlighted by shading.

14
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REQUIREMENTS TO PREPARE INTERIM REPORTS

21

22

23

24

25

26

27

28

Enterpriseslisted on the Main Board

Until recently, the requirements for enterprises liged on the Main Board were very similar to those
described below for GEM listed enterprises.  However, in May 2000, the SEHK issued revised disclosure
rules which dgnificantly expanded the requirements for Main Board enterprisess.  The amendments are
generaly effective for interim reporting periods ending on or after 1 July 2000.

The effect of the amendments has been to significanty expand the required content for interim reports.
They will now include a bdance shedt, income saement, cash flow satement and datement of
recognised gains and losses. Appendix 16 to the Listing Rules specifies the minimum content for such
primary datements. The expanded interim reports will dso include a comprehensve discusson and
andydis of the enterprise’ s performance in the interim period.

Other matters requiring disclosure include particulars of directors interests in shares and options of the
enterprise, significant shareholders and compliance with the Code of Best Practice as set out in Appendix
14 to the Ligting Rules.

Additional industry-specific information is required to be disclosed by financid conglomerates and
banking companies.

An important amendment to the Listing Rules is that interim reports for Man Board enterprises are now
required to be prepared in compliance with SSAP 25. Therefore, al of the requirements of the next
section will be applicable to such enterprises.

Enterprises listed on the Main Board of the SEHK are required to prepare an interim report in respect of
the firg 6 months of each financia year, unless that financid year is sx months or less. [App
TA/7B/71.10(1)]

If a change in tre financid year of the enterprise is proposed, the SEHK should be consulted as to the
period or periodsto be covered by the interim report. [App 16 Note 37.1]

Not later than 3 months after the end of the interim period, the interim report should be sent to: [App
TA/7B/71.8(1) & 10(1)]

17
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29

2.10

211

212

213

every member of the company; and
every other holder of itslisted securities (not being bearer securities).

The enterprise is aso required to send 500 copies of the interim report to the SEHK at the same time & it
is sent to members of the company with registered addressesin Hong Kong. [App 7A/7B/71.10(3)]

GEM listed enterprises

The requirements of the GEM Rules for interim reporting were established in 1999 and have not been
updated since that time. h particular, they have not been modified for the publication of SSAP 25, nor
have they been expanded in the same manner as the Liging Rules. We understand that the GEM Board
are currently reexamining the requirements for GEM listed enterprises and that amendments in line with
the Main Board requirements are likely to be issued.

Currently, therefore, the minimum content of an interim report for a GEM listed enterprise is redtricted to
headline income datement information and details on a number of specified matters such as directors
interests in shares and options, dgnificant shareholders, discusson of the activities and results of the
enterprise and of progress towards achieving business objectives, and, where applicable, a copy of the
auditors report on the interim report and details of any quaificationstherein.

Disclosure of the above information ensures compliance with the GEM Rules as regards interim
reporting.  Therefore, GEM lised enterprises are under no obligation to produce other primary
satements (baance sheet, cash flow Statement or statement of recognised gains and losses) a interim
reporting dates. However, as discussed above for unlisted enterprises, if a GEM listed enterprise wishes
to date that its interim report has been prepared in accordance with Statements of Standard Accounting
Practice, it will now dso be required to comply with SSAP 25 and al other gpplicable Standards and
Interpretations.

GEM listed enterprises are required to prepare an interim report in respect of each of the first 3, 6 and 9
month periods of each financid year. [GR 18.53]

18
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214

215

216

217

218

219

Within 45 days of the end of each interim reporting period, such interim reports should be published in
printed form and submitted for publication on the GEM website. [GR 18.53 & 16.04(2)]

As soon as is reasonably practicable after publishing any haf-year or quarterly report, the enterprise is
required to send a copy of that report to: [GR 18.54 & 18.03]

every member of the company; and

every other holder of itslisted securities.

The enterprise is also required to send 100 copies of the interim report to the SEHK at the same time as it
is sent to the holders of its listed securities with registered addressesin Hong Kong. [GR 18.54]

Impact o SSAP 25

SSAP 25 Interim Financial Reporting was issued in December 1999 and is Stated to be effective for
periods beginning on or after 1 January 2000. As discussed above, in practice its adoption is only
mandatory for Main Board listed enterprisss as a result of the requirement of the revised Listing Rules
that interim reports should comply with SSAP 25. However, if any other enterprise (whether GEM listed
or not) wishes to produce interim financiad information, and to state that that information complies with
Statements of Standard Accounting Practice, then it will be required to comply with SSAP 25.

SSAP 25 gpecifies the minimum content for an interim financial report and aso establishes some
measurement rules.  The minimum components specified for incdluson are a condensed bdance shest,
income dsatement, cash flow dsatement, statement of recognised gains and losses, and adso selected
explanatory notes. The explanatory notes required are designed to provide an explanation of events and
transactions that are dignificant to an understanding of the changes in financid podtion and performance
of the enterprise since the last annual reporting date.

As regards measurement rules, SSAP 25 requires that the same accounting policies should be applied for
interim reporting as are applied in the enterprise’s annud financid statements, except for policy changes
mede after the date of the most recent annua financia dtatements that are to be reflected in the next
annud financid daements. Measurements for interim reporting purposes should be made on a year-to-
date basis, and so that the frequency of the enterprise's reporting does not affect the measurement of its
annual results.

19
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220

221

SSAP 25 does not contain any rules as to which enterprises should be required to publish interim
financid reports, how frequently, or how soon after the end of an interim period. The Standard notes that
governments, securities regulators, stock exchanges, and accountancy bodies often require enterprises
with publicly traded debt or equity to publish interim financia reports and that those regulations will
generdly specify the frequency and timing of such reports However, SSAP 25 encourages publicly -
traded enterprises: [SSAP 25.1]

to provideinterim financid reports at least as of the end of thefirst half of their financid year; and

to make their interim financia reports availdble no later than 60 days after the end of the interim
period.

In a Hong Kona context, the reguirements referred to (as summarised at paragraphs 2.1 to 2.16 above)
are specified by the SEHK. In its consultation prior to the revision of the Listing Rules in May 2000, the
Exchance did propose that interim reports for Main Board listed enterprises should be issued within two
months of the end of the interim period However, responses to that proposal ceneraly supported the
view that it was impracticable to shorten reporting deadlines at the same time as sgnificantly expanding
the content of interim reports.  Accordingly, & this stage, a three-month reporting deadline has been
retained However, once lisded enterprisess have ganed experience in reporting expanded interim
information, it is likely that the question of imposing atwo-month deadline will be revisited.

20
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PRELIMINARY ANNOUNCEMENTS OF INTERIM RESULTS

31

32

33

34

Enterpriseslisted on the Main Board

Enterprises lised on the Main Board are required to include a preliminary announcement of their interim
results in the newspapers the next business dy after gpproval by the board of directors and, in any event,
not later than three months after the end of the interim period. [App 7A/7B/71.11(6)]

Immediately on publication, the enterprise is required to supply the SEHK with the names of the rdevant
newspapers and the date of publication. [App 7A/7B/71.11(8)]

In circumgtances where the enterprise is unable to make the required announcement of its interim results
within the required time limit, it should make an announcement within three months after the end of the
interim period containing: [App 7A/7B/71.11(6)]

afull explanation for itsinability to make an announcement of itsinterim results; and

the expected date of announcement of the unaudited resultsfor the first half of the financia year.

The following detalls, as extracted from the interim report, should be included in the preiminary
announcement of interim results: [App 16.46]

the information in respect of the enterprise’s baance sheet and income statement (see paragraph
5.7);

adiscussion and analysis of the enterprise's performance for the interim period (see paragraph 8.1);

any supplementary information that is necessary for a reasonable appreciation of the results for the
six month period;

particulars of any purchase, sde or redemption by the listed enterprise or any of its subsdiaries, of
its securities during the interim period (see item 2025 in the interim reporting compliance checklist);

astatement asto whether the interim figures have been audited (see paragrgph 5.27); and

23
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35

36

37

particulars of compliance with the Code of Best Practice as set out in Appendix 14 to the Listing
Rules (see paragraph 5.27).

The revised Lising Rules do not contain any provisons as to the publication of the enterprise's
preliminary announcement of its interim results on ether its own webste or the SEHK website We
would anticipate that supplementary requirementsin this regard will beissued in due course,

GEM listed enterprises

As dated a paragraph 2.14, the GEM Rules specify that the quarterly interim reports of a GEM listed
enterprise must be published in printed form and on the SEHK webste within 45 days of the end of the
interim reporting period. The GEM Rules specify the principal means of information dissemination on
GEM is publication on the internet website operated by the SEHK and do not require any separate paid
announcement in a gazetted newspaper of quarterly reporting.

Impact of SSAP 25

SSAP 25 contans no requirements as to preiminary announcements of interim results. Such
announcements are generaly just headline extracts and do not generdly purport to comply with
Statements of Standard Accounting Practice.  If any such clam of compliance with Statements of
Standard Accounting Practice was made in a prdiminary announcement, then al of the reguirements of
SSAP 25 would need to be complied with—resulting in a much expanded announcement.

24
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41

42

General

Thefollowing summarises the sources of regulation as to the content of interim reports.

Enterpriseslisted on the
Main Board

Appendix 16 to the Listing Rules specifies the disclosure
requirements for interim reports applicable to all Main Board listed
enterprises.

The Listing Rules also specify supplementary disclosure
requirements for financia conglomerates (see paragraph 5.21) and
banking companies (see paragraph 5.19).

It isarequirement of the Listing Rulesthat interim financia
information included in interim reports should comply with SSAP 25.
Therefore, application of SSAP 25 iseffectively mandatory for Main
Board listed enterprises.

GEM liged enterprises

Chapter 18 of the GEM Rules specifies the disclosure requirements
for interim reports for GEM listed enterprises. These disclosures are
quite limited as compared with the requirementsfor Main Board
listed enterprises (see paragraph 4.23).

Compliance with SSAP 25 is not required by the GEM Rules.
However, if aGEM listed enterprise wishesto state that itsinterim
report complies with Statements of Standard Accounting Practice,
then compliance with SSAP 25 will be required.

Other enterprises

Other enterprises voluntarily publishing interim reports are not
generdly subject to any specific reporting requirements. However, if
such an enterprise wishes to state that its interim report complies with
Statements of Standard Accounting Practice, then compliance with
SSAP 25 will be required.

Enterpriseslisted on the Main Board

Primary statements

SSAP 25 gpecifies the minimum requirements, discussed below, for incluson in an interim financia
report. However, SSAP 25 does not discourage or prohibit an enterprise from producing a full set of
financid datements for incluson in its interim report. If an enterprise does choose this route, the form
and content of the finahcid dsatements must conform to the requirements of SSAP  1(Revised)

Presentation of Financial Satements. [SSAP 25.7 & 9]

27
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43 Although not specificaly mentioned in the Ligting Rules, Hong Kong listed enterprisss do have the
option of producing a full set of financial Statements at their interim reporting dates. In fact, SSAP 25
dates that nothing in SSAP 25 is intended to prohibit or discourage an enterprise from publishing a
complete st of financid <atements in its interim financid report, rather than condensed financia
statements and sel ect explanatory notes.

44 Enterprises listed on the Main Board are required to include in their interim reports: [App 16.37(1) to (4);
SSAP 25.8]

acondensed income satement;
acondensed balance shest;
acondensed statement of recognised gains and losses; and

a condensed cash flow gatement (or other condensed statement showing movements in net assets
during the period).

45 Both the Listing Rules and SSAP 25 contan specific requirements as to what should be presented on the
face of the condensed primary statements.

Listing Rules SSAP 25
I ncome statement Each component of income and
expense that was presented in the
most recent published annual For each primary statement, each
income statement.[App 16.37(2)] of the headings and subtotas that
wereincluded in the most recent
Balance sheet Each of the maor components of | annud financial statements.

assets, liabilities and equity that | Additiond lineitems are required
were presented in the most recent | if their omission would makethe
published annual balance  sheet. | condensed interim financia

[App 16.37(1)] statements mideading. [SSAP
2510]
SRGL To show movements in equity
other than those arisng from
cepita transactions with

shareholders and  digtributions  to
shareholders. [App 16.37(4)]

Cash flow gatement The mgor subtotds of cash flows
that were presented in the most
recent published annuad cash flow
statement. [App 16.37(3)]

28
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46

47

48

49

4.10

Given the combined requirements set out a paragraph 4.5, the determination of the minimum acceptable
content for the face of the primary statements requires a process of deduction.

The requirement for the income statement is clear. The Listing Rules explicity state that dl items that
appeared on the most recent published annual income statement must be presented in the condensed
income statement for interim reporting purposes.

The requirements for the baance shest ae more ambiguous. The Lising Rules refer to 'mgor
components of assets, liahilities and equity, but do not define what is meant by a 'mgor component'.
SSAP 25 does not provide any clarification. It uses the terms 'headings and 'subtotals, thereby implying
that not al of the line items that were presented in the most recent annud financid <tatements are
required. If one were to take the words a ther literal meaning — it would appear that the minimum level
of detail required would be subtotals for non-current assets, current assets, non-current liabilities, current
ligbilities, and capital and reserves.  However, this would not seem to provide very meaningful
information for users of financid saements.  Therefore, a degree of judgement is required in
determining the appropriate level of disclosure.

We consder that, if a particular category of assetgliabilities was consdered so materid as to require
separate disclosure on the face of the balance sheet in the most recent annud financid statements, then
such separate disclosure will generdly be appropriate in the interim financid report. The rules do,
however, alow adegree of flexibility in this regard.

For the statement of recognised gains and losses, neither the Listing Rules nor SSAP 25 provides very

clear guidence Our interpretation is that al materid gains and losses occurring in the interim period
should be disclosed separately.

29
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411

412

4.13

414

As regards the cash flow daement, both the Ligting Rules and SSAP 25 refer to ‘headings and
‘subtotals. Therefore, it appears that the minimum requirements are for the presentation of subtotals for
‘operating’, ‘returns on investments and servicing of finance, ‘taxation’, ‘investing' and ‘financing cash
flows. These disclosures should be expanded if further detail is consdered necessary in order to satisfy
the information needs of users of the interim financial report.

The requirements discussed in paragraphs 4.6 to 4.11 will result in the presentation of at least some
primary statements that include al of the itens that were presented in the most recent annua financia
satements. The question then arises as to whether such primary statements should, in practice, be
described as ‘condensed’. We believe that they should. Given that the notes supplementing the pimary
satements are limited, certain items that are required by Accounting Standards to be presented either on
the face of the primary daements or in the notes thereto will inevitably be omitted. In such
circumstances, the primary statement information presented is condensed — even if the gppearance of the
face of the statement has not changed.

Periods required to be presented

The Liging Rules require that comparative figures are presented for the corresponding period for the
income satement and the cash flow statement, and as of the end of the immediately preceding financia
year for the balance sheet. [App 16.37(5) and Note 37.2] No comperatives are required for the statement
of recognised gains and losses (but see paragraph 4.17).

In addition, an exemption from the requirement to include comparative figures is dlowed for the first
cash flow gatement included in interim financia datements relating to accounting periods ending on or
after 1 July 2000. The requirement for disclosure of comparetive figures for the cash flow statement will
be obligatory in respect of interim financia statements relating to accounting periods ending on or after 1
July 2001. [App 16 Note 37.3]

30
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4.15

Under SSAP 25, interim financid statements are required for the following periods: [SSAP 25.20]

Primary satement

Current

Comparative

I ncome statement Current interim period and year- Sameinterim period and year-
to-date to-date of immediately

preceding financid year

Balance sheet End of current interim paiod End of immediately preceding
financia year

SRGL Yea-to-date Y ear-to-date of immediaey
preceding financid year

Cash flow gatement Yea-to-date Y ear-to-date of immediately

preceding financid year

4.16 Since enterprises listed on the Main Board are only required to report on a haf-yearly bass, the current
interim period will generdly be the same as the year-to-date. An exception could possibly arise where an
enterprise chooses to publish an interim report twice in one year, eg. where there has been a change of

year-end.

EXAMPLE
On the basis of the requirements of the Ligting Rules and SSAP 25, the following table illustrates
the periods required to be presented when an enterprise with a 31 March 2002 year end reports haf-
yearly:
Current Comparative
Baance sheet a 30 September 2001 31 March 2001
Income statement 30 September 2001 30 September 2000
6 months ended
Cash flow statement 30 September 2001 30 September 2000
6 months ended
SRGL 30 September 2001 30 September 2000
6 months ended
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4.17

4.18

4.19

4.20

Paragraphs 413 and 4.14 detail specific exemptions provided for in the Ligting Rules from the
requirement to present comparatives. However, SSAP 25 does not repeat those exemptions. Therefore,
availing of those exemptions will result in non-compliance with SSAP 25, which will need to be referred
toin any statement of compliance with SSAP 25 (see paragraph 6.12).

We would anticipate that, for some enterprises, such non-compliance may be unavoidable in the first year
of implementation of the revised Liging RulesSSAP 25, We would recommend a wording dong the
following lines.

EXAMPLE

These interim condensed financid datements have been prepared in accordance with SSAP 25 Interim
Financial Reporting except that, in this first year of implementation of the Standard, as permitted by the
Hong Kong Stock Exchange Listing Rules, no comparative figures have been presented for either:

the condensed statement of recognised gains and losses; or
the condensed cash flow statement.

This exception to compliance with SSAP 25 would be smilarly disclosed in any audit opinion/review
opinion given in the interim report.

We consider that, where it is impracticable to present comparetive information in first vear of
implementation of the revised Listing RulesSSAP 25, such a aqudification is acceptable. However, as
regards the ongoing exemption permitted by the Listing Rules from presentation of comparatives for the
satement of recoanised cdains and losses, which would result in a falure to comply fully with SSAP 25
every vear, we would dgronaly encourace reportina enterprisss not to avall of the exemption.
Presentation of comparatives in future periods will involve no additional cost/effort, since the amounts
will aready have been disclosed in the previous period

32




MINIMUM CONTENT OF INTERIM REPORTS

421

422

4.23

4.24

4.25

Enterprises are not precluded from providing additiond information. For example, enterprises whose
business is highly seesond may wish to disclose financid information related to the twelve month period
ended onthe interim date and comparative information on the same basis. [SSAP 25.21]

Detailed disclosure requirements

Both the Ligting Rules and SSAP 25 gspecify additiond items for disclosure.  These are ligted in full in
the compliance checklist at Appendix |1 to this publication, and discussed further in Section 5.

GEM ligted enterprises

The requirements of the GEM Rules for interim reporting were established in 1999 and have not been
updated since that time. In particular, they have not been mdified for the publication of SSAP 25, nor
have they been expanded in the same manner as the Listing Rules. We understand that the GEM Board
are currently reexamining the requirements for GEM listed enterprises and amendments in line with the
Main Board requirements may beissuedin time.

Currently, therefore, the minimum content of an interim report for a GEM listed enterprise is redtricted to
headline income gsatement information and details on a number of specified matters such as directors
interests in shares and options, sSgnificant shareholders, discusson of the activities and results of the
enterprise and of progress towards achieving business objectives, and, where applicable, a copy of the
auditors' report on the interim report and details of any qualifications therein.

Disclosure of the above information ensures compliance with the GEM Rules as regards interim
reporting.  Therefore, GEM listed enterprises are under no obligation to produce other primary
datements (balance sheet, cash flow datement or statement of recognised gains and losses) a interim
reporting dates. However, as discussed a paragraph 4.1, if the enterprise wishes to dtate thet its interim
report has been prepared in accordance with Statements of Standard Accounting Practice, it will dso be
required to comply with SSAP 25.
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4.26 The detaled disclosure requirements for GEM lisged enterprises are set out in Section 6 of the
compliance checklist at Appendix 11 to this publication.
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52

53

54

General

Both the Liging Rules and SSAP 25 contain requirements for disclosures in addition to the information
contained in the primary statements as discussed a section 4 aove. The following paragraphs include a
discussion of those expanded requirements — which are ligted in full in the compliance checkligt, included
at Appendix Il to this publication.

SSAP 25 - sdlected explanatory notes

In addition to the requirement to present primary statements, SSAP 25 specifies that an interim report
should contain selected explanatory notes.

The disclosure requirements of SSAP 25 are based on the assumption that anyone reading the interim
report will have access to the annud financia stdements. Therefore, al of the supplementary notes in the
annua financid datements are not required for interim reporting purposes, since this could result in
repetition or the reporting of reatively indgnificant changes. The explanaory notes included with the
interim financid information are intended to provide an explanation of events and transactions that are
significant to an understanding of the changes in financid postion and performance of the enterprise
sincethe last annual reporting date [SSAP 25.15]

SSAP 25 requires, as a minimum, that the following information should be disclosed in the notes to the
interim financial statements, reported on ayear-to-date basis; [SSAP 25.16]

a datement that the same accounting policies and methods of computation are followed in the
interim financid <Statements as were followed in the most recent annud financia statements or, if
those policies or methods have been changed, a description of the nature and effect of the change;

explanatory comments about the seasonality or cyclicality of interim operations;

the nature and amount of items affecting assets, liabilities, equity, net income, or cash flows, that are
unusua because of their size, nature or incidence;
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the nature and amount of changes in estimates of amounts reported in prior interim periods of the
current financial year or changes in estimates of amounts reported in prior financid years, if those
changes have amateria effect in the current interim period;

issuances, repurchases, and repayments of debt and equity securities;

dividends paid or proposed (aggregate and per share) separately for ordinary shares and other shares;

if an enterprise is required to present annua segment information, under SSAP 26, segment revenue
and ssgment result for either the enterprise’ s business segments or its geographical segments;

material  events subsequent to the end of the interim period that have not been reflected in the
financid statementsfor theinterim period;

the effect of changes in the compodtion of the enterprise during the interim period, including
busness combinations, acquidtions or disposds of subddiaries and longterm  investments,
restructurings, and discontinuing operations; and
changes in contingent liabilities or contingent assets since the last annua baance sheet date.

55 SSAP 25.17 provides the following examples of the kinds of disclosure required by paragraph 5.4:

the writedown of inventoriesto net realisable value and the reversal of such awrite-down;

recogiition of a loss from the impairment of property, plant, and equipment, intangible assets, or
other assets, and the reversal of such an impairment loss;

the reversal of any provisions for the costs of restructuring;
acquisitions and disposas of items of property, plant, and equipment;
commitments for the purchase of property, plant, and equipment;

litigation settlements;,
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corrections of fundamenta errorsin previoudy reported financia data;

extreordinary items;

any debt default or any breach of adebt covenant that has not been corrected subsequently; and
related party transactions.

SSAP 25 does not provide any guidance on the level of detail to be disclosed in respect of the matters
lised a paragraphs 54 and 55. Preparers have some discretion in determining the amount of
information that is necessary to meet the information needs of the users of the interim financia report.
SSAP 25 does clearly state, however, that it is not necessary to provide the level of detailed information
as may be specified by other Accounting Standards for the purposes of the annual financid statements.

Listing Rules
I ncome statement and balance shest

In addition to the requirements outlined in section 4, the Ligting Rules specify certain matters of detail to
be incduded in the condensed income statement and baance sheet of the enterprise[App 16.40(1)] A full
listing of these requirementsis set out in the compliance checklist at Appendix 11 to this publication.

In generd, the matters specified for disclosure correspond to the items one would expect to see presented
on the face of the income Statement and balance sheet under the requirements of SSAP 1 Presentation of
Financial Satements and therefore duplicate the requirements discussed in section 4 of this publication.
However, there are anumber of matters of detail that merit pecific mention.

'Exceptional’ items
Separate disclosure is required of any items that are 'exceptiond’ because of size and incidence. [App
16.4(1)(b)] Following the 1999 revisons to SSAP 2 Net Profit or Loss for the Period, Fundamental

Errors and Changes in Accounting Policies, this terminology is somewhat outdated, but we suggest that
it should be taken to refer to items that ae "of such Sze naure or incidence tha ther
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disclosure is rdevant to explan the performance of the enterprise for the period’. [SSAP 2.15] In line
with the revised practice under SSAP 2, such items should not be presented as a single line item on the
face of the condensed income statement, but should be included within an appropriate income statement
classification. The expectation is that such disclosure will be in the notes to the condensed interim
financia statements, athough there is nothing to preclude disclosure on the face of the income statement.

Taxation

As is genegdly required for annua financid satements, disclosure is required of the bass of
computetion of taxation and of the taxation attributeble to associates and jointly controlled entities. [App
16.4(1)(€)]

Cost of goods sold

Disclosure is required of the cost of goods sold. [App 16.4(1)(j))] While this requirement will not present
a problem for enterprises that present their condensed income statement using a functional anaysis of
expenditure, it will not be appropriate for those enterprises that present an analysis of expenses by nature
in their annua financia Statements. However, the notes to the Lising Rules dlow that the items
specified may be adapted so0 as to render them suitable for the enterprise's activities. [App 16 Note 4.1]
Therefore, where an enterprise presents an andyss of expenses by nature in its annua financiad
statements, we consider that it is appropriate to use the same format in the interim report.

Segment irformation

The requirements specify disclosure of both turnover and profit by activity and geographica segment.
[App 16.4(1)(n)] This goes beyond the reguirements of SSAP 25/AS 34 which dlow that segment
revenue and segment result should be presaited either on the basis of busness ssgments or geographica
sgments. [SSAP 25.16(g)] This incondstency is mirrored in the requirements for segment reporting in
annud financid statements and, unless further amendments are made to the Listing Rules will result in
the disclosure of segment information that goes beyond international practice.
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The reporting of segment information by Hong Kong listed enterprises is currently in a trandtiona
phase. SSAP 26 Segment Reporting was issued in February 2000 but is not effective until accounting
periods commencing on or after 1 Jenuary 2001. This extended lead period has been alowed in
recognition of the practica difficulties that enterprises may face in adapting their reporting systems to
produce the financia data required by SSAP 26. As a further concession, the HKSA has dlowed that, in
the first year of gpplication of SSAP 26, comparative segment data need not be restated if it is
impracticable to do so.

The Listing Rules, on the other hand, dlow no such concesson and require comparative segment data to
be presented in the first year of implementation of SSAP 26. Therefore, availing of the exemption from
resating comparatives provided for in the Accounting Standard will result in a breach of the Ligting
Rules

Balance sheet information

For balance sheet purposes, the items specified for disclosure are those generdly presented on the face of
the balance sheet. However, in addition, disclosureis required of the following: [App 16.4(2)(b)& (c)]

the credit policy followed for debtors;
an aged andlysis of accounts receivable; and
an aged analysis of accounts payable.

One would normaly expect that the information referred to a paragraph 5.15 would be presented in the
MDA. However, by its incluson in the information required to be disclosed in the notes to the
condensed interim financial statements, the Listing Rules effectively require that it be subject to
review/audit to the extent that other financid information included in the interim report is subject to
review/audit.

The balance sheet requirements also suggest the presentation of subtotals for 'net current assetgliabilities

and 'total assets less current ligbilities. [App 16.4(2)(d) & (e)] Again, this may be inconsistent with the
format sdected by the enterprise for presentaion of its baance sheet in its  annud
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financid statements. If so, we consider that the enterprise is entitled to use the flexibility alowed for in
Rule 4.1 to Appendix 16 (see paragraph 5.11) to adapt the presentation of its interim financial statements,
and hence to omit these subtotals.

Management Discusson and Analysis

The enterprise is required to provide a discusson and andysis of the group's performance in the interim
peiod. [App 16.40(2)]. A full discusson of the requirements in this regard is set out at Section 8 of this
publication.

Additional reguirementsfor banking companies

The requirements for listed banking companies vary from the generd reporting requirements in two
respects:

the detailed income statement and badance sheet disclosures differ in line with the nature of the
banking activities - they are separately listed in Appendix 15 to the Listing Rules; and

banking companies are subject to additiond recommendations from the Hong Kong Monetary
Authority (HKMA).

The additional disclosures recommended by the HKMA focus on the andysis of bdance sheet items (eg.
advances, loans etc) and other financia datistics such as capitdl adequacy retios.  Details of the
disclosure requirements are set out in the compliance checklist at Appendix 11 to this publication.

Additional requirementsfor financial conglomerates

The revisons to the Lising Rules in May 2000 identified a new category of reporting enterprises,
finencia conglomerates, for which additiond disclosure requirements are  specified. A financid
conglomerate is defined as a reporting enterprise that: [App 16.40(3) and 16.36]

as a the end of the period, the net assets of its "financid busness' represent more than 15% of
consolidated net assets or, during the period under review, the net profit attributable to the
shareholders of the financid business represents more than 15% of the net profit attributable to
shareholders of the reporting enterprise; and
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as a the end of the period, its financia business has totd asssts of over HK$1 billion or has
customer deposits plusfinancia instruments held by the public of over HK$300 million.

For the purpose of the definition set out in paragraph 5.21, financia business includes, but is not limited
to, the busness of securities trading; giving advice in connection with securities; commodities trading;
leveraged foreign exchange trading; insurance activities; and money lending

For interim reporting purposes, financial conglomerates are required to provide the same information as
is required for their annua reports. [App 1640(3)] These disclosures are listed in detal in the
compliance checklist a Appendix Il to this publication. The effect is to reguire financid conglomerates
to comply with disclosure requirements comparable to those of banking companies. Therefore,
comprehengve disclosures are Specified in respect of various financerelated components in the incame
statement and balance sheet, and in respect of off-balance sheet exposures.

The disclosures for financial conglomerates are to be presented on the face of the primary statements or
in the notes, except as regards the management of risks and segmenta information (see item 3004 of the
compliance checkligt), which will be presented outdde the financid datements, generdly as part of the
MDA.

Other information

There is a generd requirement to disclose any supplementary information that is necessary for a
reasonable appreciation of the interim results. [App 16.40(4)]

The SEHK may authorise the omisson from an interim report of specified items of information if it
condders that disclosure of such information would be contrary to the public interest or serioudy
detrimentd to the enterprise. The SEHK will only authorise such omission if it is satisfied that the
omission is not likely to midead the public with regard to facts and circumstances, knowledge of which
is essentid for the assessment of the securities in question. The listed enterprise or its representatives
will be responsible for the correctness and relevance of the facts on which any application for such
exemption is based. The SEHK may authorise the omisson from an interim report of any other
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information either on the grounds referred to above or if it condders such omisson otherwise necessary
or appropriate. [App 16 Rule 40.2]

There ae a number of supplementary matters on which the Listing Rules require disdosure. They
include the following:

particulars of any purchase, sde or redemption by the enterprise or any of its subsidiaries of the
enterprise's listed securities during the interim period [App 16.41(1)];

details of the interests of directors, chief executives and substantid shareholders in the equity or debt
securities of the enterprise or any of its associated corporations [App 16.41(2)];

whether or not the accounting information contained in the interim report has been audited and, if so,
the auditor's report should be reproduced in full in the interim report [App 16.43];

whether the interim report has been reviewed by the audit committee or the externa auditors and
details of any matter on which the audit committee (or the auditors, as the case may be) disagreed
with an accounting treatment adopted [App 16.39]; and

a satement of compliance with the Code of Best Practice as set out in Appendix 14 of the Ligting
Rules[App 16.44].

Details of the disclosures required for the items listed a paragraph 5.27 are set out in the compliance
checklist at Appendix |1 to this publication.
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6.1

6.2

6.3

64

Listing Rules

The Ligsting Rules specify that the interim report should comply with the requirements of SSAP 25
Interim Financial Reporting (or, in the case of an enterprise that prepares its financia statements in
accordance with International Accounting Standards, with IAS 34 of the same title). [App 16.38] For
practical purposes, SSAP 25 and |IAS 34 are identical. Therefore, throughout this publication, references
to accounting Sandardsin this regard are redtricted to SSAP 25.

The reporting enterprise should generdly prepare its interim report in accordance with the same
Accounting Standards and accounting policies that it adopted in the preparation of its most recent
published financid statements or, for a newly lised company, in its progpectus. This rule will apply

except where a change in accounting policy is required by an Accounting Standard issued during the
interim period. [App 16 Note 37.4 & 16.38]

The requirements of the Listing Rules set out at paraoraph 6.2 would appear to rule out any voluntary
changes in accounting policies during the interim period.  This is unnecessarily redtrictive, since
Accounting Standards generdly alow for such voluntary changes if the change will result in a more
appropriate  presentation of events or transactions in the financia statements of the enterprise [SSAP
2.38] We consder thet it will be acceptable to make such voluntary changes, provided that:

the conditions of SSAP 2 are met;

the changes are to be reflected in the next annual financia statements; and

appropriate disclosures are made.
The principle will then be consistent with that specified in SSAP 25/IAS 34 (see paragraph 6.8).
The enterprise is required to disclose the accounting policies adopted in the preparation of the interim
report. [App 16.37(6)]. However, to the extent that the accounting policies were applied in the most

recently published annud financid statements (or, in the case of a newly listed enterprise, in its
prospectus) such disclosure may be omitted. [App 16 Note 37.4]
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Where there has been any change in accounting policy, paticulars of the change and the reasons for it are
required to be disclosed in the interim report. [App 16 Note 37.4] Where it is not practicable to quantify
the effects of the change in accounting policy, or the effect is not significant, this fact should be stated.
[App 16 Note 38.1]

SSAP 25

As discussed at paragraph 6.1, the SEHK requires that interim reports for enterprises listed on the Main
Board should comply with SSAP 25 Interim Financial Reporting (or, in the case of enterprisg’'s reporting
under International Accounting Standards, |1AS 34).

SSAP 25 aso gpplies if an enterprise eects to publish an interim financia report in which it discloses
that its financia information has been prepared in accordance with Statements of Standard Accounting
Practice. It is important to note that enterprises who prepare annua financial statements in accordance
with SSAPs are not precluded from preparing interim financid statements which do not comply with
SSAPs, aslong astheinterim report does not sate that it is SSAP compliant. [SSAP 25.1/2)

Accounting policies

The accounting policies gpplied in the interim financia statements should be consgtent with those
applied in the mogt recent annud financid <Statements, except for accounting policy changes made dfter
the date of the mogt recent annua financia statements that are to be reflected in the next annua financia
statements. [SSAP 25.28]

Preparers of interim reports will therefore be required to consider any changes in accounting policy that
will be applied for the next annua financid statements and to implement those for interim reporting

purposes. Such changes will generally encompass:

changes arisng as a result of a new Accounting Standard that will be mandatory for the annud
financia statements; and

voluntary changes that are proposed to be adopted for the annud financia statements on the basis
that they will result in a more appropriate presentation of events or transactions.

A question arises as to whethe it will be acceptable to adopt any changes in accounting policy in the
annual financia statements if they have not been adopted at the interim reporting date. This issue may
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arise where, for example, a new Accounting Standard is issued in the second Haf of the year that will not
be mandatory for the annual financid statements but that the management wish to adopt before its
effective date. Other voluntary changes may be proposed in the second haf year where management has
reconsidered the appropriaeness of the enterprise’s accounting policies and determined that a change will
result in a more appropriate presentation of events or transections. We consider that there is no
prohibition on such voluntary changes in the second haf year - dthough, if appropriate care has been
taken in the preparation of the interim report, such occurrences should berare.

Restatement of previoudy reported interim periods

A change in accounting policy, other than one for which the trandtionad provisions are specified by a
new Accounting Standard, should be reflected by redtating the financia satements of prior interim
periods of the current financiad year and the comparable interim periods of prior financid years in
accordance with SSAP 2 Net Profit of Loss for the Period, Fundamental Errors and Changes in
Accounting Policies [SSAP 25.43]

Compliance with Statements of Standard Accounting Practice

SSAP 25.19 requires that, where an interim financial report has been prepared in accordance with the
requirements of that Standard, that fact should be disclosed. An interim financid report should not be
described as complying with Statements of Standard Accounting Practice unless it complies with dl of
the requirements of each applicable SSAP and each gpplicable Interpretation.

The Standard clarifies that, where other Accounting Standards cdl for disclosures in financid statements,
in that context they mean complete sats of financid Statements of the type normally included in an annua
financid report. Such disclosures are not required if the interim financia report includes only condensed
financid statements and sdected explanatory notes. [SSAP 25.18]

Therefore, the enterprise needs to consider compliance with Accounting Standards a twolevels:

49



BASIS OF PREPARATION OF INTERIM FINANCIAL INFORMATION

6.15

6.16

6.17

compliance with dl of the measurement rules contained in extant Statements of Standard
Accounting Practice and Interpretations (as per paragraph 6.13, compliance with the disclosure
requirements of Accounting Standards other than SSAP 25 is notrequired); and

compliance with the disclosure requirements and the measurement principles for interim reporting
purposes specified by SSAP 25.

If both of these conditions are met, then the interim financid Statements can be described as complying
with Statements of Standard Accounting Practice.

Consolidated vs parent’s separate financial statements

If the most recent annua financia statements of an enterprise were prepared on a consolidated basis, the
interim report is aso prepared on a consolidated basis since the parent's separate financial statements
would not provide information comparable with the most recent annud financid statements. If the annua
financid datements included parent-only informetion, in addition to the consolideted financid
datements, SSAP 25 ndther requires nor prohibits the incluson of such information in the interim
financid report. [SSAP 25.14]

Materiality
SSAP 2523 dtates

"In deciding how to recognise, messure, classfy, or disclose an item for interim financid reporting
purposes, materiaity should be assessed in rdation to the interim period financid data In making
assessments of materidity, it should be recognised that interim measurements may rely on estimates to a
greater extent than measLrements of annud financid data

While materidity judgements are dways subjective, the overriding concern here is to ensure that an
interim financia report includes al information that is reevant to understanding the financid position
and peformance of the enterprise during the financia period. Therefore, it is inappropriate to base
quantitative estimates of materiality on projected annud figures.
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Genead

The Liging Rules do not include any recognition or messurement rules for the purposes of interim
reporting. The rules discussed in this section are therefore derived from SSAP 25.

Condgstent accounting policies with annual statements

As discussed a section 6, enterprises are required to apply the same accounting policies for interim
reporting purposes as were gpplied in their most recent annual financial statements, except for accounting
policy changes made dfter the date of the most recet annud financid Statements that are to be reflected
in the next annua financia statements. However, the frequency of an enterprise’s reporting (annud, hdf-
yearly, or quarterly) should not affect the measurement of its annuad results. To achieve tha objective,
measurements for interim reporting purposes should be made on a year-to-date basis. [SSAP 25.28]

In one sense, the above paragraph seems to suggest that each interim period should be trested as a stand-
aone period. While in most ways this is true, the reference to the fact that the frequency of interim
reporting should not affect the amounts reported for annua results draws attention to the fact that interim
results are prepared with reference to items in previous interim periods such as changes in estimates. The
three examples discussed a paragraphs 7.4 to 7.8 illustrate the principle.

Changesin esimates

The rules for recognisng and measuring losses from inventory writedowns, restructurings or
impairments in an interim period are the same as those for an annua period. However, if such items are
recognised and messured in, say, the first haf of a financia year and in the second hdf, the estimate
changes, the origind edimae is changed in the second interim period ether by accrud of an additiona
amount or by reversd of the previoudy recognised amount. [SSAP 25.30(a)]

If changes in estimates have been necessary, the interim financiad report is not retrospectively adjusted.

However, the nature and amount of any significant changes in estimates must be disclosed either: [SSAP
25.16(d), 26, 35 and 36]

53



RECOGNITION AND MEASUREMENT RULES FOR INTERIM FINANCIAL INFORMATION

76

7.7

78

79

in the annua report, if there has been no subsequent interim period financia report thet has disclosed
the change in estimate (as will generaly be the case for Main Board listed enterprises); or

in the following interim period financid report of the same year (for example, where quarterly
reports are prepared such asaHong Kong GEM Listed enterprise).

Changes in egdimates referred to in paragrgph 7.5 should dso be disclosed in the corresponding interim
report for the following year, s0 that the comparative figures (which are not redtated) will not be
mideading. [SSAP 25.16(d)]

Deferral of cogts at an interim date

A cost that does not meet the definition of an asset at the end of an interim period is not deferred on the
balance sheet either to await future information as to whether it has met the definition of an asset or to
smooth earnings over interim periods within a financid year. [SSAP 25.30(b)] Thus, when preparing
interim financid daements, norma recognition and measurement prectices are followed. Only costs
incurred after the specific point in time a which the criteria for recognition of the particular class of asset
ae met ae capitdised Deferrd of costs as assets in an interim balance sheet in the hope that the criteria
will be met before the year end is prohibited. [SSAP 25 Appendix 2.8]

Tax edimates

When preparing the tax esimate to be included in an interim period, the tax epense is based on the best
edimate of the weighted average annual income tax rate expected for the full financid year. Therefore,
folowing the change in etimate example above, amounts accrued for income tax expense in one interim
period may have to be adjusted in a subsequent interim period if the estimate of the annual income tax
rate changes. [SSAP 25.30(c)]

Valuation movements
One circumstance where the frequency of reporting may impact the results for the financid year is where
the enterprise carries its property, plant and equipment at a revaued amount and updates that valuation at

the interim reporting date.  Under the requirements of SSAP 17 Property, Plant and Equipment, the
vduaion movement in that interim period will impact on the amount recognised as the
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profit or loss on disposa loss in the second hdf of the year. Therefore, this would appear to conflict with
the concept of not affecting the reported annua results. An answer to this apparent conflict would be to
revalue at the date of any subsequent disposal, a practice which is gaining increasing support.

Use of estimates
SSAP 25 acknowledges that the preparation of interim financia reports generdly will require a grester

use of edimation methods than annua finandd reports. [SSAP 25.41]. Appendix 3 to the Standard
provides the following examples of the use of estimatesin interim periods.

Examples of the use of estimatesfor interim reporting pur poses

Inventories: Full stock-teking and vaueation procedures may not be required for inventories at interim
dates, dthough it may be done a financial year end. It may be sufficient to make estimates at interim
dates based on sdesmargins.

Classfications of current and non-current assets and liabilities: Enterprises may do a more thorough
investigation for classfying assets and ligbilities as current or noncurrent a annua reporting dates than
at interim dates.

Provisons: Determination of the appropriate amount of a provison (such as a provison for warranties,
environmental cods, and Ste redtoration costs) may be complex and often costly and timeconsuming.
Enterprisess sometimes engage outsde experts to asist in the annua cdculaions  Making similar
edimates at interim dates often entails updating o the prior annua provison rather than the engaging of
outside expertsto do anew caculation.

Income taxes Enterprisss may cdculate income tax expense and deferred income tax liability at annud
dates by applying the tax rate for each individud jurisdiction to measures of income for each jurisdiction.
It is acknowledged that, while that degree of precison is desirable at interim reporting dates as wdll, it
may not be achievable in dl cases, axd a weghted average or rates across jurisdictions or across
categories of incomeis used if it is a reasonable gpproximation of the effect of using more specific rates.

55




RECOGNITION AND MEASUREMENT RULES FOR INTERIM FINANCIAL INFORMATION

711

Contingencies: The measurement of contingencies may involve the opinions of lega experts or other
advisers.  Formd reports from independent experts are sometimes obtained with respect to contingencies.
Such opinions about litigetion, claims, assessments, and other contingencies and uncertainties may or
may not also be needed at interim dates.

Assts carried at valuation: An enterprise that has assets carried at revalued amounts needs to consider
whether the vauations of these assats a an interim reporting date are dgnificantly different from those
shown at the last annual reporting date and make adjustments as appropriate.

Intercompany reconciliations. Some intercompany baances that ae reconciled on a detaled leved in
preparing consolidated financia statements a financid year end might be reconciled a a less detaled
leve in preparing consolidated financid statements et an inteim dete.

Specialised industries: Because of complexity, costliness, and time, interim period measurements in
specidised industries might be less precise than at financid year end. An example would be cdculation
of insurance reserves by insurance companies.

Each of these matters need to be consdered in the context of the potential for materid misstatement of
the interim results. For example, take the case of investment or other properties carried a fair value.
Although there is no absolute requirement to obtain vauations a the interim reporting date, enterprises
are encouraged to use the evidence available to them to estimate market values or far vdues a that date.
In less turbulent times, this is not generally consdered necessary since any movement in the asset vaue
would be charged or credited to revauation reserves. However, in times of volatile markets, property
devduations are such that they can result in significant charges to the income statement (following the
dimination o revauation reserves). Therefore, if the directors do not consder the vauations for interim
reporting purposes, they risk materia overstatements of results for thefirst haf-year.
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For invesments in securities caried a far value vauations aso need to be consdered a interim
reporting dates. For listed securities, vauations should be updated and accounted for under the rules of
SSAP 24 Accounting for Investments in Securities, since the updated information is readily obtainable for
minma costs. For unlisted securities, the directors should a a minimum consider whether there is likely
to be any materid fluctuation in the fair vaue and, if s0, what informaion they require to sdisfy
themselves that the interim results are not materidity misstated.

Seasonal, cyclical or occasional revenues

Following on from the principle that the same accounting policies are used a interim and financid year
ends, revenues that are received seasondly, cyclicdly or occasionaly within a fnancid year may not be
anticipated or deferred as of an interim date if anticipation or deferral would not be appropriate at the end
of the financid year. [SSAP 25.37] Thus, an enterprise engaged in retailing does not divide forecasted
revenue by two to arive a its haf year revenue figures. Instead, it reports its actud results for the six
month period. If the retailler wishes to demondrate the cyclicaity of its revenues, it may include, as
additiond information, revenue for the 12 months ending on the interim reporting date and comparative
information for the prior 12-month period.

Uneven costs

The rule on revenues dso applies to costs. Costs that are incurred unevenly during an enterprise’s
financia year should be anticipated or deferred for interim reporting purposes if, and only if, it is dso
appropriate to anticipate or defer that type of cost at the end of thefinancia year. [SSAP 25.39]

Additional examples

Appendix 2 of SSAP 25 contains 21 examples that illustrate the application of the recognition and
messurement  principles established in the Standard.  The Appendix, which does not form pat of the

Standard, is intended to assig in daifying the meaning of the Standard. The examples cited in the
Appendix to SSAP 25 are repested below for convenience.
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Employer payroll taxes and insurance contributions

If employer payroll taxes or contributions to government-sponsored insurance funds are assessed on an
annua basis, the employer's related expense is recognised in interim periods using an estimated average
annud effective payroll tax or contribution rate, even though a large portion of the payments may be
mede early in the financid year. A common example is an employer payroll tax or insurance contribution
that is imposed up to a certain maximum level of earnings per employee. For higher income employees,
the maximum income is reached before the end of the financid year, and the employer makes no further
payments through the end of the year.

Major planned periodi ¢ maintenance or overhaul

The cost of a planned mgor periodic maintenance or overhaul or other seasond expenditure that is
expected to occur late in the year is not anticipated for interim reporting purposes unless an event has
caused the enterprise to have a lega or condructive obligation. The mere intention or necessity to incur
expenditure related to the future is not sufficient to give riseto an obligation.

Provisons

A provison is recognissd when an enterprise has no redidic dternative but to make a transfer of
economic benefits as a result of an event that has creasted a legd or congructive obligation. The amount
of the obligation is adjused upward or downward, with a corresponding loss or gain recognised in the
income statement, if the enterprise's best estimate of the amount of the obligation changes.

SSAP 25 requires that an enterprise apply the same criteria for recognition and measuring a provision a
an interim date as it would a the end of its financid year. The edstence or non-exigence of an obligation
to transfer benefitsis not afunction of the length of the reporting period. It isaquestion of fact.

Year-end bonuses

The nature of year-end bonuses varies widdy. Some are earned smply by continued employment during

a time period. Some bonuses are earned based on a monthly, quarterly, or annuad messure of operating
result. They may be purely discretionary, contractual, or based on years of historical precedent.
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A bonusis anticipated for interim reporting purposesif, and only if:

the bonus is a legad obligation or past practice would make the bonus a congructive obligation for
which the enterprise has no redlistic dternative but to make the payments; and

areliable estimate of the obligation can be made.
Contingent lease payments

Contingent lease payments can be an example of a legd or constructive obligation that are recognised as
a liability. If a lease provides for contingent payments based on the lessee achieving a certain leve of
annud sdes, an obligation can aise in the interim period of the financid year before the reguired annud
level of sdes has been achieved, if that required levdl of sdes is expected to be achieved and the
enterprise, therefore, has no redlistic atemative but to make the future lease payment.

Intangible assets

An enterprise will aoply the definition and recognition criteria for an intangible asset in the same way in
an interim period as in an anud period. Cogs incurred before the recognition criteria for an intangible
aset ae met ae recognised as an expense. Codts incurred after the specific point in time a which the
criteria are met are recognised as pat of the cost of an intangible asset. "Deferring” cods as assets in an
interim balance sheet in the hope that the recognition criteria will be met later in the financia year is not
justified.

Pensions

The pendon cost for an interim period is caculaed on a yearto-date bass by usng the actuarialy
determined pension cost rae a the end of the prior financia year, adjusted for dSgnificant market

fluctuations since that time and for significant curtailments, settlements, or other significant onetime
events.

Vacations, holidays, and other short-term compensated absences
Accumulating compensated absences are those that are carried forward and can be used in future periods
if the current period's entittement is not used in full. An enterprise may measure the expected cost of and

obligation for accumulating compensated ehsences a the amount the enterprise expects to pay as a result
of the unused entittement tha has accumulated a the bdance sheet date. That principle
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may aso be gpplied a interim financid reporting dates. Conversely, an enterprise recognises no expense
or ligbility for nonraccumulating compensated absences a an interim reporting date, just as it recognises
none at an annua reporting date.

Other planned but irregularly occurring costs

An enterprise's budget may include certain costs expected to be incurred irregularly during the financid
year, such as chaiteble contributions and employee training costs. Those costs generdly are
discretionary  even though they are planned and tend to recur from year to year. Recognisng an
obligation & an interim financid reporting date for such costs that have not yet been incurred generdly is
not consstent with the definition of aliability.

Measuring interim incometax expense

The interim period income tax expense is accrued using the tax rate that would be applicable to expected
totd annua earnings, that is, the estimated average annud effective income tax rate applied to the pretax
income of the interim period.

This is consstent with the basic concept set out in paragraph 28 of SSAP 25 that the same accounting
recognition and messurement principles should be gpplied in an interim financia report as are gpplied in
annua financid datements. Income taxes are assessed on an annua bads Interim period income tax
expense is caculael by applying to an interim period's pretax income the tax rae tha would be
applicable to expected totad annua earnings. i.e. the estimated average annua effective income tax rate.
That edimated average annud rate would reflect a blend of the progressive tax rate structure expected to
be applicable to the full year's earnings including enacted or substantively enacted changes in the income
tax rates scheduled to take effect later in the financid year. The edtimated average annuad income tax rate
woud be reedimated on a yearto-dete bass, consstent with paragraph 28 of SSAP 25 (see paragraph
7.2). Paragraph 16(d) of SSAP 25 requires disclosure of asignificant changein estimate.

To the extent practicable, a separate estimated average annud effective income tax rate is determined for
each taxing jurisdiction and applied individudly to the interim period pretax income of each jurisdiction.
Similarly, if different income tax rates gpply to different categories of income (such as capitd gans or
income eaned in paticular indudtries), to the extent practicable a sgpaate rate s
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applied to each individua category of interim period pretax income. While that degree of precison is
desrable, it may not be achievable in dl cases and a wdghted average of rates across jurisdictions or
across categories of income is usad if it is a reasonable approximation of the effect of usng more specific
rates.

To illustrate the gpplication of the foregoing principle, an enterprise reporting quarterly expects to earn
HK$10,000 pre-tax each quarter and operates in a jurisdiction with a tex rate of 20 per cent on the first
HK$20,000 of amnuad eanings and 30 per cent on dl additiond eanings Actud eanings maich
expectations. The following table shows the amount of income tax expense that is reported in each
quarter:

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Annua

Tax expense 2,500 2,500 2,500 2,500 10,000

(HK9)

HK$10,000 of tax is expected to be payable for the full year on HK$40,000 of pre-tax income.

As another illugtration, an enterprise reports quarterly, earns HK$15,000 pretex profit in the first quarter
but expects to incur losses of HK$5,000 in esch of the three remaining quarters (thus having zero income
for the year), and operates in a jurisdiction in which its esimated average annud income tax rae is
expected to be 20 per cent. The following table shows the amount of income tax expense that is reported
in each quarter:

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Annud

Tax expense 3,000 (1,000) (1,000) (1,000) 0

(HK9)

Differencein financial reporting year and tax year

If the financid reporting year and the income tex year differ, income tax expense for the interim periods
of that financia reporting year is messured usng separate weighted average estimated effective tax rates
for each of the income tax years applied to the portion of pretax income earned in each of those income
tax years.
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To illugtrate, an enterprise's financid reporting year ends 30 June and it reports quarterly. Its taxable year
ends 31 December. For the financid year tha begins | July, Yer 1 and ends 30 June, Year 2, the

enterprise earns HK$10,000 pretax eech quarter. The esimated average annud income tax rate is 30 per
centinYear | and 40 per centin Year 2.

Quarter Quarter Quarter Quarter Year
Ending Ending Ending Ending Ending
30 September 31 December 31 March 30 June 30 June
Yer 1 Yer 1 Year 2 Yex 1l Year 2
Tax expense 3,000 3,000 4,000 4,000 14,000
(HK$)
Tax credits

Some tax juridictions give taxpayers credits againg the tax payable based on amounts of capitd
expenditures, exports, research and development expenditures, or other bases. Anticipated tax benefits of
this type for the full yer are generdly reflected in computing the edimated annud effective income tax
rate, because those credits are granted and cdculaled on an annud basis under most tax laws and
reguletions. On the other hand, tax benefits that relate to a onetime event are recognised in computing
income tax expense in that interim period, in the same way that speciad tax rates applicable to particular
caegories of income ae not blended into a dngle effective annua tax rate. Moreover, in some
jurisdictions tax benefits or credits, including those related to capitd expenditures and levels of exports,
while reported on the income tax return, are more similar to a government grant and are recognised in the
interim period in which they arise.

Tax lossand tax credit carrybacksand carryforwards

The benefits of a tax loss caryback are reflected in the interim period in which the related tax loss
occurs. The benefit relating to a tax loss that can be carried back to recover current tax of a previous

period is recognised as an assat. A corresponding reduction of tax expense or increase of tax income is
a0 recognised.

In accordance with SSAP 12 Accounting for Deferred Tax, a deferred tax asset should only be recognised

for the carry forward of unused tax losses and unused tax credits to the extent that there is a reasonable
expectation of saufficient future texable income to ensure recoverability of the deferred tax

62



RECOGNITION AND MEASJREMENT RULES FOR INTERIM FINANCIAL INFORMATION

7.37

7.38

7.39

aset. In particular, the recognition of deferred tax assets should normdly be discontinued when an
operating loss occurs or recurs. Under such circumstances, it may not be appropriate to carry forward as
an ast the future tax benefits from unused tax losses and unused tax credits in the balance sheet. The
Appendix of SSAP 12 sats out circumstances where deferred tax relating to unused tax losses and unused
tax credits may be trested as recoverable. Those circumstances are considered a the end of each interim
period and, if they are met, the effect of the tax loss carryforward is reflected in the computation of the
edimated average annual effectiveincometax rate.

To illustrate, an enterprise that reports quarterly has an operating loss carryforward of HK$10,000 for
income tax purposes a the dtart of the current financid year for which a deferred tax asset has not been
recognised. The enterprise earns HK$10,000 in the first quarter of the current year and expects to earn
HK$10,000 in each of the three remaning quarters Excluding the carryforward, the estimated average
annua incometax rate is expected to be 40 per cent. Tax expenseis asfollows,

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Annua

Tax expense 3,000 3,000 3,000 3,000 12,000

(HK9)

Contractual or anticipated purchase price changes

Volume rebates or discounts and other contractual changes in the prices of raw materids, labour, or other
purchased goods and services are anticipated in interim periods, by both the payer and the recipient, if it
is probable that they have been earned or will take effect. Thus, contractua rebates and discounts are
anticipated but discretionary rebates and discounts are not anticipated because the resulting asset or
liability would not satisfy the conditions in the Framework that an asset must be a resource controlled by
the enterpiise as a result of a past event and that a liability must be a present obligation whose settlement
is expected to result in an outflow of resources.

Depreciation and amortisation
Depreciation and amortisation for an interim period is based only on asssts owned during tha interim

period. It does not take into account asset acquisitions or dispodtions planned for later in the financid
year.
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I nventories

Inventories are measured for interim financid reporting by the same principles as a financid year end.
SSAP 22 Inventories establishes standards for recognising and messuring inventories. Inventories pose
particular problems a any financid reporting date because of the need to determine inventory quantities,
cods, and net redissble vaues. Nonetheless, the same messurement principles are gpplied for inventories
a interim dates. To save cost and time, enterprises often use estimates to measure inventories at interim
dates to a greater extent than a annua reporting dates. Following are examples of how to apply the net
redisable vauetest at an interim date and how to trest manufacturing variances a interim dates.

Net realisable value of inventories

The net redissble vaue of inventories is determined by reference to sdling prices and related costs to
complete and dispose at interim dates.

I nterim period manufacturing cost variances

Price, efficiency, spending, and volume variances of a manufacturing enterprise are recognised in income
a interim reporting detes to the same extent that those variances are recognised in income at financid
year end. Deferral of variances that are expected to be absorbed by year end is not appropriate because it
could result in reporting inventory at the interim date a more or less than its portion of the actual cost of
manufacture.

Foreign currency trandation gainsand losses

Foreign currency trandation gains and losses are measured for interim financiad reporting by the same
principles as a financia year end.

SSAP 11 Faeign Currency Trandation specifies how to trandate the financid <statements for foreign
operdions into the reporting currency, including guiddines for using higtorica, average, or closng
foreign exchange rates and guiddines for including the resulting adjustments in income or in equity.
Consgtent with SSAP 11, the actud average and closing rates for the interim period are used. Enterprises
do not antticipate some future changes in foreign exchange rates in the remainder of the current financid
year in trandating foreign operations a an interim date.
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If SSAP 11 requires that trandation adjustments be recognised as income or as expenses in the period in
which they arise, that principle is applied during each interim period. Enterprises do not defer some
foreign currency trandation adjustments a an interim date if the adjustment is expected to reverse before
the end of the financid year.

Valuations

In generd, investment properties are required by SSAP 13 Investment Properties to be included in the
baance sheet a ther open maket vaue, based on a period-end vauation caried out annudly by
professonaly qualified valuers. Accordingly, an enterprise will consider the vauations of its investment
properties held at the end of an interim period and make appropriate adjustments in accordance with
paragraph 17 of SSAP 13 if the changes in vaue of the investment properties snce the last financid year
are sgnificant. However, SSAP 25 does not require revauation to be made by professiondly qudified
vauers at the end of each interim period.

SSAP 17 Property, Plant and Equipment dlows an item of property, plant and equipment to be carried at
a revdued amount, being its far value at the date of the revaluation less any subsequent depreciation. It
adso provides that a revduation should be made if the carying amount of a revaued asset differs
materidly from that which would be determined usng fair vdue a the baance sheet date. Accordingly,
the same principles on revauation would apply to items of property, plant and equipment held at the end
of aninterim period as those held a the end of afinancid yesr.

SSAP 25 does not require an enterprise to arange for a revauaion to be made by professondly
qudified valuers on the revaued assats held a the end of each interim period. Rather, an enterprise will
cary out a review for indications of dgnificant changes in the vaue of these assets since the end of the
most recent financid year to determine whether any adjustments are needed.

I mpairment of assts
SSAP 17 Property, Plant and Equipment requires that an impairment loss be recognised if the

recoverable amount has declined beow carying amount. SSAP 16 Research and Development Codts
imposesasmilar requirement with respect to capitalised development costs.
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SSAP 25 requires that an enterprise goply the same impairment testing, recognition, and reversa criteria
a an interim date as it would a the end of its financid year. That does not mean, however, that an
enterprise must necessrily make a detailed impairment cadculation a the end of each interim period.
Rather, an enterprise will review for indications of sgnificant impairment since the end of the most
recent financid year to determine whether such acaculation is needed.
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The Ligting Rulesrequire that:

“A liged issuer shall include in its interim report...... a discusson and andysis of the group's
performanceintheinterimperiod...”[App 40.2]

The matters referred to in the revised Ligting Rules for discussion in the Management Discusson and
Andyss (MDA) largely repeat the recommendations of the previous verson of the Rules. However, a
key difference is that the revised Listing Rules specify that the MDA should comment on esch of the
factorslisted, rather than suggesting them as mattersfor consideration.

The revisons to the Ligsing Rules have dso introduced additiond matters for disclosure. These are
details of charges on group assts, details of future capita expenditure and funding plans, gearing retios,
exposure to exchange rate fluctuations and rel ated hedges, and contingent lighilities.

For interim reporting purposes, the Listing Rules specify tha, where the current information in relation to
the matters discussed in the MDA has not changed maeridly from the information disclosed in the most
recent published annua report, a statement to this effect may be made and no additiona disclosure is
required.

The introduction of additional headings for the MDA, as well as the more onerous requirement to refer to
each of the points listed, should result in more meaningful discusson and andyss. In the padt, the
SEHK had noted their disappointment at the quality of analyss and discussion provided. As a result, the
‘optiona’ guidance has become amandatory checklist of pointsto be addressed.

In recent years, the focus of users of externaly reported financid information has been redirected to the
MDA in search of a detalled and analytica review of operations and the financid date of affars. Users
look to the MDA for transparent and comprehensive disclosure of events during the reporting period and
the postion a the end of the reporting period. The MDA is now seen as a key means by which the
directors can demonstrate effective corporate governance.
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In generd terms, by focusing on sgnificant changes in the group’ s performance, the MDA should:

include any dgnificant information needed for investors to meke an informed assessment of the
trend inits activities and resullts;

identify and explain any specid factor which hasinfluenced its activities or results;
provide a comparison with the corresponding period in the preceding financid year; and
give an indication of the group’s prospects for the current financia year.

In addition to the requirements of the Listing Rules, there are two other useful sources of guidance for
directors in formulating the MDA. These are the SEHK's Reference for Disclosure in Annual Reports
and the HKSA's A Guide for Directors Business Review in the Annual Report (dthough both are directed
towards annud reports, they will dso be helpful for considering the matters to be included in the MDA
for interim reporting purposes).

The SEHK’s Reference for Disclosure in Annual Reports, published in September 1999, sets out
examples of disclosure consdered to be useful for investors decison meking.  In preparing the
publication, the SEHK caried out a comprehensive review of disclosure practices adopted by leading
loca and international listed enterprises operating in a number of industry sectors which are important in
the context of Hong Kong listed enterprises.  The SEHK dso reviewed the listing rules requirements of
some oversees exchanges in respect of disclosure suggested in annud reports  Based on these reviews,
the disclosures in the publication are intended to serve as a useful reference for listed issuers who wish to
erhance the quadity and usefulness of information provided in their annual accounts. The disclosures
provided are intended only as examples of good practice, and do not form pat of the mandatory
requirements of the Listing Rules.

The publication includes example disclosures of a general naure, intended for consderation by al listed
companies.  In addition, for 14 industries identified as being important in the Hong Kong context,
specific disclosures particularly appropriate for each industry are included. The industries dedlt with are
arline,  ralroad operator, power plant, phamaceuticd, iron and sed,  petrochemicd,
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tedlecommunications, infrastructure, retailing, construction, property development and investment, food
and beverage, indudrids and hotels. The Reference for Disclosures in Annual Reports is available on the
SEHK'swebsite (www.sehk.com.hk)

The HKSA's A Guide for Directors Busness Review in the Annual Report was published in November
1998, prompted by a desre to assist and encourage listed enterprises in improving the quality of
discusson included in the MDA. Under the framework suggested by this Guide, it is recommended that
the Business Review be divided into an Operating Review and a Financid Review. Following this
guidance, illustrative contents for an MDA in an interim report are set out below. The minimum contents
of the MDA, based on the requirements of the Ligting Rules, are highlighted in bold itdlics.

The Operating Review

Review area Discusson and Analysis (focussing on changes in the interim
period)

Operating resultsfor the Highlight the significant changesin operating performance during the
period period commenting on:

significant changes in segmental information and their effect on
results for the period, covering changesin theindustry segment,
developmentswithin the ssgment and their effect on the results
of that segment;

changesin the industry or the environment in which the business
operatesi.e. changesin market conditions, new productsand
servicesintroduced or announced and their impact on the
group's performance; and

developments within the business and their effect on the interim
results.

Discussmaterial acquisitionsand disposals of subsidiariesand
assodiates during theinterim period Where aseasond businessis
acquired during the interim period, explain where the results are not
indicative of thosefor afull year. Disclose the underlying reasons for
digposds and, in particular, include fair comment on the reasons for
disposals, eg. in order to cut losses, no longer considered to be
drategicetc.

Discuss other special factorsthat have affected the resultsfor the
interim period. Thisincludes overdl influences, the effect of which
cannot be quantified, aswell as specific dinormd non-recurring items.
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Employees Where applicable, provide details of changesin the number and
remuneration of employees, remuneration policies, bonus and share
option schemes and training schemes.

Dynamics of the business Discuss changesin the main positive and negative factors and
influencesthat may have major effects on future operations and results,
whether or not they were significant in the interim period.

Identify and comment on the management of principa risksand
uncertainties in the man lines of business, and describe, in quantitative
terms, the potential impact of those risks on the results.

Progpects and plans for | Discusschangesin the Sate of the group’s order book (where
thefuture applicable) and prospects for new business, including new products
and servicesintroduced or announced.

Discuss changesin significant invesments held, their performance
during the interim period and their future prospects.

Discuss future plans for material investments or capital assets and
their expected sources of funding.

The discussion should indicate the major business segments and
geographica areas accounting for amateria portion of the totd, and
mgjor projects involved.

Post balance <heet date | Indicateand discusstheimpact of post balance sheet dete eventson the
evants enterprise's current and future operating and financial position.
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The Financial Review

Review area

Attributablereturn to
shareholders

Discusson and Analyss (focusng on changes in the interim
period)

Discuss the overdl return attributable to shareholders, in terms of
dividends/dividend policy and increeses in shareholders funds, and
comment on:

contributions from operating performance of various business
units;

significant gains and losses redlised, including abnorma non-
recurring items;

movements to/from reserves; and

comparison between resultsfor the interim period and dividends,
both in tota and in per share terms.

Accounting
policies/changesin
accounting policies

Indicate and explain any subjectivejudgements and arbitrary
alocations to which the interim financid information is particularly
sendtive.

Disclose the reasons for any changes in accounting policies and their
impact on the interim financid information, and for any significant
departure from accounting principles generaly accepted in Hong
Kong.

Capital sructureand
treasury policy

Discuss changesin the capital (equity and debt) structurein terms
of:

issueof equity capital;
maturity profile of debts;
type of capital (financial) instrumentsused; and
currency and interest rate sructure.
This discussion should include comment on relevant ratios, such as

interest cover and debt/equity ratio and management's intended
financid targets.
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State the capital funding and treasury policies and objectives, which
should cover:

management of interest rate risk;

management of maturity and average life of debts;
management of exchange rate risk; and
management of surplus cash.

Discusstheimplementation of and deviation from those policiesintre
interim period, in terms of:

the manner in which tressury activities are controlled;

the currenciesin which borrowings are made and in which cash
and cash equivalentsare held;

the extent to which borrowings are at fixed interest rates;

the use of financial instrumentsfor hedging and speculative
purposes

the extent to which foreign currency net invesments are hedged
by currency borrowings and other hedging insruments, and

the use of significant funds for new or non-core business.

Provide details of exposureto fluctuationsin exchange ratesand any

related hedges.

Explain the purposes and effect of mgor financing transactions
undertaken up to the date of approva of the interim report.

Discussthe effect of interest cost on profits, and the potentid impact of
interest rate changes.

State whether the directors have obtained share issue and share
buyback mandates from shareholders, and disclose the reasons for
share buybacks.
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MANAGEMENT DISCUSSION AND ANALYSIS

Taxation

Sour ces of funds

Where the overdl tax charge is Sgnificantly different from a'sandard’
tax charge (i.e. the norma Hong Kong tax rate gpplied to the profit
before taxation), the main components of a reconciliation between the
actua and 'standard’ tax charges should be discussed.

Comment on specia factors that influence cash generated from
operations and other cash inflows.

Indicate and explain where segmental cash flows are significantly out
of linewith segmenta profits.

Discuss the group’sliquidity and financial resources at the end of
theinterim period, which should include comments on:

thelevel of borrowings and gearing at the end of theinterim
period,

the seasonality of borrowing requirements asindicated by the
peak level of borrowings during that period; and
the maturity profile of borrowings and committed borrowing
facilities.
The basis on which the gearing ratio is computed should be
disclosed.
The above discussion should aso refer to:

the funding requirementsfor capital expenditure commitments
and authorisations; and

restrictionson the ability to transfer funds from one part of the
group to meet the obligations of another part of the group, which
may include exchange controls and tax consequences of transfer.
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Provide details of chargeson group asssts.

Indicate covenantswith lenderswhich restrict the use of credit

facilities, and any negotiation with the lenders on the above covenants,
aswell as any breaches of such covenants that have occurred or are
expected to occur, together with measures taken or proposed to remedy

the Situation.
Goingconcern Discuss the going concern status of the company.
Off-balancesheet items Comment on theimpact and resources of off-balance sheet assets and

liabilities to the group.
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91

92

93

94

Requirementsof theListing Rules

Thefollowing are the requirements of the Listing Rules as regards reviews of interim financial reports:

“A listed issuer's audit committee must review the interim report. Where an audit committee has not
been formed, the listed issuer’ s auditors shall review the interim report.” [App 16.39]

“It is the respongihility of the audit committee ...... of the listed issuer to determine the scope and extent
of the review. In reviewing an interim report, the audit committee....... may refer to rdevant statements
of auditing standards and auditing guiddines in reation to review of interim financid reports for
guidance.” [App 16 Note 39.1]
Scope of review by audit committee
It is one of the audit committee’'s core responsibilities to carry out an independent review of al financia
reports issued by the enterprise, in order to asist the board in ensuring that such financid reports present
fairly the matters reported and comply with &l necessary disclosure requirements.
Sonificantly, the suggestion by the Stock Exchange that audit committees may refer to auditing
standards and guidelines in carying out their review of an interim financia report seems to reflect an
expectation that, in the future, interim financid reports will be sbject to a higher levd of review,
implying increased responsibility for audit committee members.
In order to assist the audit committee in determining the scope of its review, we have set out in Appendix
Il a series of quedtions that the audit committee might ask in carying out their review of an interim
financid report. These questions are intended to illustrate the type of enquiries which the audit
committee may make, addressing such issues as:

the appropriateness and consistent application of significant accounting policies;

judgementa issues and accounting estimates;

the adequacy and understandability of disclosures;

theinternal consistency of the interim financial report;

materid, non-recurring items; and

any concerns raised by the auditors.
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95

96

97

98

99

While many of these questions will be widdy applicable, the audit committee will of course need to be
sdtisfied that its interim review is properly focussed on the issues which are of particular relevance to the
enterprise’s interim  financid report. Accordingly, these illudrative questions do not provide a
comprehensive framework for a review by the audit committee of an interim financid report. In carying
out its review, the audit committee should appropriately document its procedures and findings which
support its conclusions, and evidence the scope and extent of itsreview.

Interim review by the auditors

In July 2000, Statement of Auditing Standards 700 Engagements to Review Interim Financial Reports
(SAS 700) was issued by the HKSA. The purpose of SAS 700 is to provide standards and guidance to
auditorsin reviewing and reporting on interim financia reports.

The objective of a review of an interim financia report is to enable the auditors to report to the board of
directors dating whether, on the basis of the review procedures carried out, anything has come to the
auditors attention that causes the auditors to believe that materid modifications should be made to the
interim financial report. In particular, an interim review by the auditors can provide moderate assurance
that the interim financia report has been prepared in accordance with the requirements of SSAP 25
Interim Financial Reporting and with the relevant provisions of the Listing Rules.

An interim review differs from an audit in terms of the extent of the procedures performed and the level
of assurance provided. An audit involves extensve procedures designed to provide the auditors with
sufficient evidence to provide high (but not absolute) assurance regarding the rdiability of the financia
datements.  While an interim review involves the application of audit skills and techniques the
procedures performed are typicdly not as extensve and, accordingly, an interim review provides a
moderate level of assurance that the interim financial report is free from material misstatement.

An interim review by the auditors is focused primarily on enquiries of management and the application
of andytical procedures to the interim financid data so as to assess whether accounting policies and
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9.10

911

9.12

9.13

9.14

presentation in the interim financia report have been condgtently applied unless otherwise disclosed.  In
paticular, the auditors will desgn their interim review procedures to focus on the recognition,
measurement and presentation issues discussed in SSAP 25, An interim  review excludes audit
procedures such as tests of controls and verification of assets, liabilities and transactions.

Prior to issuing their interim review report, the auditors would generdly communicate ther findings to
the board of directors and the audit committee.

An unmodified review report (the modd interim report a Appendix | provides an example) contains a
review conclusion expressed in terms of socalled ‘negative assurance” asfollows:

“On the basis of our review, which does not conditute an audit, we are not aware of any materid
modifications that should be made to the interim financia report for the six monthsended ......".

Under SAS 700, the auditors will modify their interim review report where they conclude that materia
modifications to the interim financia report either are or may be required to be made. Such modified
interim review reports will aise where the auditors disagree, either about an adopted accounting
treatment or about the extent of disclosure in the interim financid report, or where the auditors encounter
a materia limitetion in the scope of their review work. Modification of the interim review report will
dso be required where there is fundamentd uncertainty, eg. a dgnificant level of concern about the
company’ s ability to continue as agoing concern.

Enhanced assurance for the board and the audit committee

The review by the audit committee is a core interrl procedure which assists the board in preparing the
interim financia report.

The review by the company's auditors performed in accordance with SAS 700 brings independent

professond chdlenge and scrutiny and, importantly given the increasng complexity of financid
reporting rules, is designed to focus on the key recognition, measurement and presentetion issues. In
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9.15

this way, the review by the auditors provides boards and audit committees with enhanced assurance that
the interim financia report is free from materid misstatement and has been properly prepared in
accordance with the requirements of SSAP 25 and with the relevant provisions of the Listing Rules.

Accordingly, it is our expectation thet a review of the interim financid report by the auditors will prove

to be an integral part of the process by which boards and audit committees satisfy themsdlves as to the
integrity and reliability of interim financial reportsissued under the Ligting Rules.
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MODEL INTERIM REPORT

Source

App 164009
MA.1(xiii)

Checklist

2023/4

KOWLOON GAAP LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS(MDA)

Listed enterprises are required to present in ther interim reports a
Separate discussion and analysis of the enterprise's performance
during the interim period and the material factors underlying its results
and financial position.

The recent revisions to the Listing Rules require that the MDA address
each of the specific matters set out in paragraph 40 of Appendix 16 to
the Listing Rules:

)

2

©)

4

©)

(6)
@)

®
©

(10)
1)

12)

the groug s liquidity and financial resources.

the capital dtructure of the group in terms of maturity profile of debt and
obligation, type of capital indruments used, currency and interest rate
structure.

the date of the group's order book (where applicable) and prospects for new
business including new products and servicesintroduced or announced;

sgnificant investments held, their performance during the financial year and
their future prospects,

details of material acquisitions and disposals of subsidiaries and associated
companiesin the course of the financial year;

comments on segmental information.

details of the number and remuneration of employees, remuneration policies,
bonus and share option schemes and training schemes,

details of charges on group assts;

details of future plans for material invesments or capital assets and their
expected sources of funding in the coming year;

gearing ratio;
exposure to fluctuations in exchange rates and any related hedges; and

details of contingent liabilities, if any.

86



APPENDIX |

Source

Checklist

KOWLOON GAAP LIMITED

For interim reporting purposes, for those items where the current
information has not changed materially from the information disclosed
in the most recent published annual report, a statement to this effect
may be made and no additional disclosureisrequired.

Additional sources of reference to assist the directors in formulating
the MDA are:

A Guide for Directors Busness Review in the Annual Report
issued by the Corporate Governance Committee of the Hong Kong
Society of Accountants; and

Reference for Disclosure in Annual Reports issued by the SEHK.

We do not consider that it is appropriate to present a 'model’ for the
MDA. The analysis should focus on the key issues for the particular
reporting enterprise. In Section 8 of this Guide, we have provided
illustrative contents for the formulation of the MDA, by combining the
framework suggested by the HKSA Guide and the specific requirements
of the Listing Rules.
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Source

App 1641(1)
App 16.10(4)

App 1641(2)
App 16.13(1)

Checklist

2025

2026

KOWLOON GAAP LIMITED

ADDITIONAL INFORMATION REQUIRED BY THE LISTING
RULES

Purchase, Sale or Redemption of the Company's Listed Securities

During the sx months ended 31 July 2000, neither the Company nor
ay of its subddiaries purchesed, sold or redeemed any of the
Company's listed securities

DIRECTORS AND CHIEF EXECUTIVE'S INTERESTS IN
SHARES, WARRANTS AND OPTIONS

(i) Sharesand warrants

At 31 July 2000, the interests of the directors and the chief executive of
the Group in the share capitd and the warants of the company as
recorded in the regisger maintained by the Company pursuant to Section
29 of the Securiies (Disclosure of Interests) Ordinance (SDI
Ordinance) were asfollows:

Number of ordinary shares and warrants held

Personal Family Corporate  Other
interests interests interests  intereds

Name of directors

AB. China

- shares X X - (Note 2)

- warrants X X - -

D.E. Fong

- shares X (Note 1) - X

- warrants X X - X

GH.Ip

- shares X X (Note 3) X

- warrants X X (Note 3) X
NOTES.

1. The family interests of [X] shares represent the interests of the
wife of D.E. Fong.

2. AB. China is a trusee [beneficiary] of CDE trus which owns
[X] shares of Listed Group Limited.
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Source

App 1641(2)
App 16.13(3)

App 16.44

Checklist

KOWLOON GAAP LIMITED

3. GH. Ip bendfiddly owns [X] shares of HKHX] each in XY
Limited, representing goproximately [X] per cent of the issued
share capitd of that company, which in turn owns [X] shares
and [X] warrants of Lised Group Limited GH. Ip ds0 has an
option to acquire a further [X] shares of HKHX] each in XY
Limitedupto[ ,200A].

@) Options

The directors hed persond interests in share options to subscribe for
shaes in the Company a an exercise price of HK$[X] per share

exercissble from [ ,199Y] to [ , 200B] asfdllows

At 1/2/00
Name of directors and 31/7/00
A.B. China X
D.E. Fong X
G.H.Ip X
Substantial Shareholders

As a 31 July 2000, the regider of subgantid shareholders mantained
by the Company pursuant to Section 16(1) of the SDI Ordinance
discloses the following company as having an interest of 10% or more
in theissued share capita of the Company:

Group Holdings Limited X shares

Code of Best Practice

None of the directors of the Company is avare of any information that
would ressonably indicate that the Company is naot, or was not for any
pat of the sx months ended 31 July 2000, in compliance with the Code
of Best Practice as st out in Appendix 14 of the Rules Governing the
Ligting of Securities on the Stock Exchange of Hong Kong Limited.
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Source

Checklist

KOWLOON GAAP LIMITED

INDEPENDENT REVIEW REPORT
To the Board of Directors of Kowloon GAAP Limited

I ntroduction

We have been ingdructed by the Company to review the interim
financia report set out on pagesx toy.

Directors responsbilities

The Rules Governing the Liding of Securities on the Stock Exchange
of Hong Kong Limted require the preparation of an interim financid
report to be in compliance with SSAP 25 "Interim financid reporting”
issued by the Hong Kong Society of Accountants and the rdevant
provisons thereof. The interim financd report is the responsbility of,
and has been gpproved by, the directors.

Review work performed

We conducted our review in accordance with SAS 700 “Engagements
to review interim financid reports’ issued by the Hong Kong Society
of Accountants A review conddss principdly o making enquiries of
group management and gpplying andytical procedures to the interim
financid report and based thereon, assessng whether the accounting
polices and presentation have been consdently gpplied unless
othewise disdosed. A review excludes audit procedures such as tests
of controls and verification of assets ligbilities and transactions. It is
subgtantidly less in scope than an audit and therefore provides a lower
level of assurance than an audit. Accordingly we do not express an
audit opinion on the interim financid report.

Review conclusion

On the bads of our review which does not conditute an audit, we ae
not avare of any materid modifications that should be mede to the
interim financid report for the sx months ended 31 July 2000.

Ddoitte Touche Tohmatsu
Catified Public Accountants
Hong Kong, 25 September 2000
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Source Checklistf KOWLOON GAAP LIMITED

App 16.40(1) 2016 | CONDENSED CONSOLIDATED INCOME STATEMENT
App 16.4(1) FOR THE SIX MONTHS ENDED 31 JULY 2000

NOTES Six morths ended
31/7/00 31/7/99
(unaudited) (unaudited)
HK$'000 HK$000

Turnover 513824  3H2601
Cogt of sdes 4 (434,681) (303444)
Gross profit 79,143 49157
Other revenue 8,650 6,037
Distribution costs (10,032) (5540
Administrative expenses (32,896) (28818)
Other operating expenses (695) (1,404)
Restructuring costs 5 (9,150) -
Profit from operations 35,020 19432
Finance costs (14,749) (10403
Share of results of associates 4,818 1,669
Share of results of jointly controlled entity 1,564 1,043

Profit on disposal of discontinued operations 3,997 -

Profit before tax 30,650 nmsm
Income tax expense 7 (3,349 (2,305)
Profit after tax 27,301 9,436
Minority interest (6,596) (2,660)
Net profit for the period 20,705 6,776
Dividends 8 (5,560) -
Profit retained for the period 15,145 6,776
Earningsper share 9
SSAP 2511 2019 | Badc 17.87 cents 5.85 cents
App 16.4(1)(h)
Diluted 17.60 cents N/A

Note: The format outlined above aggregates expenses according to
their function. Enterprises may also choose to provide an
analysis by nature of expense.
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CONDENSED CONSOLIDATED BALANCE SHEET

Source Checklist| KOWLOON GAAP LIMITED
App 16.40(1) 2016
App 16.4(1) AT 31 JULY 2000

NOTES 31/7/00 31/1/00
(unaudited)
HK$'000 HK$000

Non-current assets

Investment properties 10 94,500 79,34
Property, plant and equipment 10 165528 126,046
Intangible assets 12,938 7,930
I nterests in associates 7,329 5564
Interest in jointly controlled entity 9,842 8,278
Other investments 66,291 59,830
Finance |ease receivables 11,361 20870

367,789 307,872

Current assets

Inventories 54,083 37,856
Finance lease receivables 34,713 27,149
Trade and other receivables 11 150,874 117,960
Tradng securities 10,306 553
Bank balances and cash 41,703 10983

291,679 194501

Current liabilities

Amount due to holding company 23,998 399
Trade and other payables 12 77,373 19373
Tax liabilities 2,864 %63
Proposed dividends 5,560 -
Obligations under finance leases

— due within one year 812 644
Short-term borrowings 112,827 91,871
Warranty provision 2,112 1,805

225546 115555

Net current assets 66,133 7896

433,922 386,818
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Source

Checklist

KOWLOON GAAP LIMITED

CONDENSED CONSOLIDATED BALANCE SHEET
AT 31 JULY 2000 - continued

NOTE 3U7/00  3V100
(unaudited)
HK$000 HK$000

Capital and reserves
Issued capital and capital reserves 13 57,920 57,920

Revaluation reserves 58,794 5431
Accumulated profits 60,031 44,836
Other reserves (11,295) 7,281

165,450 164,518

Minority interest 61,775 16,160

Non-current liabilities

Long-term borrowings 202,122 202,39%
Deferred tax 3,595 3159
Obligations under finance leases

- due after one year 980 585

206,697 206,140

433,922 386,818
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CONDENSED CONSOLIDATED STATEMENT OF

Source Checklist | KOWLOON GAAP LIMITED
App 16.40(1) 2016
App 16.4(1)

RECOGNISED GAINS AND LOSSES FOR THE SIX MONTHS
ENDED 31 JULY 2000

Sx months ended
31/7/00  31/7/9
(unaudited) (unaudited)
HK$000 HK$000
Gain (loss) recognised on revauetion of
nontrading securities 4,363 (893)

Exchange differences arising on trandation of
overseas operations (6,436) 2,128

Net losses not recognised in the

income statement (2,073) (6,825
Net profit for the period 20,705 6,776
Total recognised gains and losses 18,632 (49
Elimination againgt reserves of goodwill arisng

on acquisition of subsidiary (12,140) -

6,492 (49

Effect of chenge in accounting policy - write off
of pre-operating expenses on implementation
of INT 9 (2810
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Source

Checklist

KOWLOON GAAP LIMITED

SSAP 25.8(d)

2001

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE SIX MONTHS 31 JULY 2000

NOTE Six months ended
(unaudited) (unaudited)

31/7/00

31/7/99

HK$000 HK$000

NET CASH INFLOW FROM

OPERATING ACTIVITIES 56,209 49037
RETURNS ON INVESTMENTS AND

SERVICING OF FINANCE
Interest and dividends received 5,358 4823
Interest and dividends paid (14,749) (10403
NET CASH OUTFLOW FROM RETURNSON

INVESTMENTS AND SERVICING

OF FINANCE (9,391) (5580
TAX PAID (1012) (2203
INVESTING ACTIVITIES
Proceeds on disposal of non-current assets 4,983 7,358
Proceeds on disposal of trading securities 1,526 2838
Disposal of discantinued operations 10,093 -
Additions to non-current assets (85,759 (1)
Purchases of trading securities (8,392) (6117)
Acquisition of subsidiary 16 (19,491) -
NET CASH OUTFLOW FROM INVESTING

ACTIVITIES (97,040)  (27,054)
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

Source Checklist | KOWLOON GAAP LIMITED
App 16.40(1) 2016
App 16.4(1)

FOR THE SIX MONTHS ENDED 31 JULY 2000 - continued

Six months ended
31/7/00 317/99
(unaudited) (unaudited)
HK$000 HK$000

NET CASH (OUTFLOW)/INFLOW
BEFORE FINANCING (51,234)  (14.200)

FINANCING ACTIVITIES

Repayments of borrowings (92,515) (12439
New bank loans raised 112,553 26490
Advances from holding company and

minority shareholder of subsidiary 62,118 -

NET CASH INFLOW FROM FINANCING
ACTIVITIES 82,156 1404

NET INCREASE IN CASH AND CASH

EQUIVALENTS 30,922 28254
CASH AND CASH EQUIVALENTSAT

BEGINNING OF PERIOD 10,983 &5
Effect of foreign exchange rate changes (202) 665
CASH AND CASH EQUIVALENTSAT

END OF PERIOD 41,703 29,764
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

Source Checklistf KOWLOON GAAP LIMITED
FOR THE SIX MONTHS ENDED 31 JULY 2000
SSAP 25.16(a) 2009 ACCOUNTING POLICIES
App 1638

The condensed financid datements have been prepared under
the hisoricd cos convention, as modified for the revauaion
of investment properties and investments in securities.

The condensed financid datements have been prepared in
accordance with Statement of Standard Accounting Practice
25 (SSAP 25) Interim Reporting. The accounting policies
adopted ae congdent with those followed in the Group's
annud financid datements for the yer ended 31 January
2000, except as described below.

SSAP 14 (Revised) Leases which has been adopted for the
firg time in this interim reporting period, has introduced some
amendments to the beds of accounting for finance and
operating leases. In particular, it has required a change in the
bass of measuring finance income from finance leases from
the net cash invesment method to the net investment method.
This change has not had any materid effect on the results for
the current or prior accounting periods and, accordingly, no
prior period adjustment has been required.

In prior years, pre-operding expenses were capitdised and
amortised, on a draight-line bass, over a period of not more
then five years from the date of commencement of commercid
operation. The adoption of Interpretetion 9 Accounting for
Pre-operating Costs (INT 9) has led to a reassessment of this
accounting policy. In paticular, pre-operating expenses ae
not conddered to give rise to an identifiable resource from
which economic benefits are expected to flow to the Group.
Accordingly, such expenditure is now recognised a an
expense in the period in which it is incurred.  This change in
accounting policy has been gpplied retrogpectivdy resulting in
a decreae in the Group's retained profits a 1 February 1999
of HK$2.8 million and an increese in the Group's net profit for
the sx months ended 31 Juy 2000 of HK$0.30 million (Sx
months ended 31 July 1999: HK$0.34 million; yeer ended 31
Jnuary  2000: HK$0.78 million).  Comparaive infamation
has been restated to reflect this change in accounting policy.
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Source

Checklist

KOWLOON GAAP LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 31 JULY 2000 - continued

In addition, the Group has chosen to adopt SSAP 26 Segment
Reporting for the fird time in this interim reporting period, in
advance of its effective date. In previous years, segment
disclosures have been presented in accordance with the
requirements of the Liding Rules For the purposes of this
interim report, the adoption of SSAP 26 has rexult in a re-
goecification of some  reportable segments.  Segment
disclosures for the sx months ended 31 July 1999 have been
amended so that they are presented on a consstent besis.
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Source

App 16.4(1)(n)
SSAP 25.16(g)

Checklist

KOWLOON GAAP LIMITED

2017

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 31 JULY 2000 - continued

2.

SEGMENT INFORMATION

Business Segments

Continuing operations:
Manufacture of sports
shoes and eguipment
Trading of electronic goods
Leasing

Discontinued operations
Manufacturing of toys

Unallocated corporate expenses

Profit from operations

Geographical Segments

United States
Hong Kong
Europe

Unallocated corporate expenses

Profit from operations

Revenue Segment Result
Six months ended Six months ended

31/7/00 31/7/99 31/700 31/7/99
HK$'000 HK$000 HK$000 HKS$000
311,905 204,650 22,808 10,460
127,616 84,986 7,081 5,193
7,556 5,700 7,037 3,236
447,077 295,336 36,926 18,889
66,747 57,265 1,698 1,758
513,824 352,601 38,624 20,647
(3,604) (1,215)

35,020 19,432

Revenue Segment Result
Six months ended Six months ended

31/7/00 31/7/99 31/7/00 31/7/99
HK$000 HK$000 HK$000 HKS$000
344,933 236,039 25,481 13,584
93,463 64,492 6,931 3,742
75,428 52,070 6,212 3,321
513,824 352,601 38,624 20,647
(3,604) (1,215)

35,020 19,432

Revenue from the Group's discontinued operations was derived principaly from the

United States.
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Source

App 1640(1)
App 16.4(1)

App 1640(1)
App 16.4(1)

App 1640(1)
App 16.4(1)

App 16.40(1)
App 1641)

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 31 JULY 2000 - continued

Induded in cogt of sdes is an amount of HK$27.9 million in
respect of exceptiond provisons made to reduce the carrying
vaue of inventories to their net redisable vdue.

During the period, the Group's indituted an externd review of
its manufacturing operdions, which resulted in Sgnificant
raiondisstion. Cogts incurred comprised HK$24 million for
consultants' fees, and HK$6.7 million for redundancy costs paid.

Duing the period, deprecigion of HK$126 million (1999
HK$10.8 million) was chaged in respect of the Group's
propaty, plat and eguipment and amortisaion of HK$L7
million (1999: HK$L7 million) was charged in respect of the

Checklist| KOWLOON GAAP LIMITED
3. RESULTSFOR THE PERIOD

[Commentary on seasond trends etc.]

216(b) | 4. COST OF SALES

2016() | 5. RESTRUCTURING COSTS

2016(k) | 6. DEPRECIATION/AMORTISATION
Group'sintangible assts.

2016(c) | 7. TAXATION

Six months ended
31/7/00 317/99
HK$'000 HK$000

Current tax:

Hong Kong 1,586 1241

Other jurisdictions 613 462
Deferred tax 436 32
Taxation attributable to the Company

and its subsidiaries 2,635 2,055
Share of taxation attributable to associate 714 250

3,349 2,305
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Source

App 1640(1)
App 16.4(1)

Checklist| KOWLOON GAAP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 31 JULY 2000 - continued
2016(f) | 8. DIVIDENDS
The directors have determined that an interim dividend of
HK$4.8 cents per share (1999: Nil) should be pad to the
dhaeholders of the Company whose names agopear in the
Regiger of members on 16 October 2000.
9. EARNINGSPER SHARE
The cdculaion of the badc and diluted earnings per share is
basad on the following datax
Six months ended
317/00  31/7/9
HK$000 HK$000
Earnings
Earnings for the purposes of basic and
diluted earnings per share (net profit
for the period) 20,705 6,776
Number of shares '000 '000
Weghted average number of ordinary
shares for the purpose of basic
earnings per share 115,840 115840
Effect of dilutive share options 1820
Weighted average number of
ordinary shares for the purposes
of diluted earnings per share 117,660
10. ADDITIONS TO INVESTMENT PROPERTIES AND

PROPERTY, PLANT AND EQUIPMENT

During the peiod, the Group acquired two reddentid
gpatments in Midevds Hong Kong & a cos of HK$15.1
million. These properties are held for investment purposes.

In addition, the Group spet agpproximatdy HK$25 million (3x
months ended 31 July 1999 HK$39.2 million) on the find
stege of condtruction of its new office premises and HK$37.6
million (9x months ended 31 Jly 1999: HK$34 million) on
additions to menufacturing plant in the PRC, in order to
upgrade its manufacturing capabilities.
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Source

App 1640(1)
App 16.4(2)

App 1640(1)
App 164(2)

SSAP 25.16(¢)

Checklist| KOWLOON GAAP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 31 JULY 2000 - continued
2018(b) | 11. TRADE AND OTHER RECEIVABLES
(i)
The Group dlows an average credit period of 60 days to its
trade customers.
The following is an aged andyss of accounts receivable a the
reporting date:
31/7/00 31100
HK$000 HK$000
0-60 days 143,216 108237
61-90 days 6,691 8,118
> 90 days 967 1,605
150,874 117,960
2018(c) | 12. TRADE AND OTHERPAYABLES
(i)
The following is an aged andyss of accounts payable a the
reporting date:
31/7/00  31/1/00
HK$'000 HK$000
0-60 days 52,364 16,801
61-90 days 20,159 2115
> 90 days 4,850 365
77,373 19373
2020(d) | 13. SHARECAPITAL

There were no movements in the share capitd of the Company
in ether the current or the prior interim reporting period.
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Source

SSAP 25.16())

SSAP 25.16(h)

SSAP 25.16()

Checklist| KOWLOON GAAP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 31 JULY 2000 - continued
2020(h) | 14. CONTINGENCIESAND COMMITMENTS
31/7/00  31/2/00
HK$000 HK$000
Guarantees given to banks in respect of
facilities utilised by:
Jointly controlled entity 10,000 3,000
Associates 11,750 2500
21,750 5500
Commitments for the acquistion of property,
plant and equipment:
Contracted for but not provided in the
financia statements 3,200 38500
Authorised but not contracted for 1,800 19500
5,000 58,000
2020(f) 15. POST BALANCE SHEET EVENTS
Subsequent to the interim reporting date, the Group completed
its negotigtions with  Hong Kong GAAP Limited for the
acquistion of 75% of Subtwo Limited. The transaction was
completed in September 2000 and the acquidtion cogt of
HK$20.3 million was stidied in cash. Ddals of the
acquigtion are st out in the Group's circular dated 14 August
2000.
2020(0) | 16. ACQUISITION AND DISPOSAL OF SUBSIDIARIES

Discontinued Oper ations

On 31 May 2000, the Group disposed of Sub A Limited, which
caried out dl of its toy manufacturing operaions.

103



MODEL INTERIM REPORT

Source Checklist| KOWLOON GAAP LIMITED

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 31 JULY 2000 - continued

The resllts of the discontinued operaion for the interim

reporting period were as follows

4 months 6 months
ended ended

31/5/00  31/7/9
HK$000 HK$000
Revenue 66,747 57,265
Operating costs (65,049)  (55507)
Finance costs (2,890) (2103
Loss before tax (1,192 (345
Income tax expense - 8

Loss from ordinary activities after tax (1,192) (1,168

A profit of HK$4 million was earned on the disposdl of Sub A
Limited.

Acquisition

On 1 July 2000, the Group acquired 100% of the issued share
cgpitd of Sub X Limited for cesh condderation of HK$26

million.  This transction has been accounted for using the
acquisition method of accounting.

Thefollowing summarises the effect of the acquistion:

HK$000

Net assets acquired 13844

Goodwill arising on acquisition 12,140

~ Cash consideration 25984
Net cash outflow arising on acquistion

Cash consideration (25984

Bank balances and cash acquired 6,493

B (19/491)

Sub X Limited did not meke any sgnificant contribution to the
results of the Group during the interim period.
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INTERIM REPORTING — COMPLIANCE CHECKLIST

SECTION1

INTERIM REPORTS— REQUIREMENT TO PREPARE

Ref.

1001

1002

1003

1004

Requirement

In respect of the first 6 months of each financia year, unlessthat financial
year is 6 months or less, listed enterprises are required to prepare an
interim report.

Not later than 3 months after the end of the interim period, the interim
report should be sent to:

a) every member of the company; and

b) every other holder of itslisted securities (not being bearer
securities).

Note Theenterpriseisrequired to send 500 copies of theinterimreport
to the SEHK at the sametime asit is sent to memberswith
registered addressesin Hong Kong.

Theinterim report should be reviewed by the enterprise’ s audit committee
or, where an audit committee has not been formed, by the enterprise’s
externd auditors.

Note It isthe respongbility of the audit committee (or the auditors, asthe
case may be) to determine the scope and extent of the review. In
reviewing an interimreport, the audit committee (or the auditors,
asthe case may be) may refer for guidance to relevant satements of
auditing standards and auditing guidelinesin relation to the review
of interimfinancial reports.

Where the enterprise’ s audit committee (or the auditors, as the case may
be) disagree with an accounting treatment which has been adopted, or with
the enterprise's statement as regards compliance with Accounting
Standards and congistent use of accounting policies, full details of the
disagreement should be disclosed in the interim report.

Source

App7A/7B/71.10(1)

App7A/7B/71.10(1)
App7AI7BI71.8(1)

App 7A/7B/71.10(3)

App16.39

App16.39
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SECTION 2 GENERAL REQUIREMENTS
Ref. Requirement Source
Financial Information
Financial Statements
2001 | Theinterim report should include, a aminimum, the following App16.37
components: SSAP 25810
a) abalance sheet that includes, at aminimum, each of the mgjor
components of assets, liabilities and equity that were presented in
the most recent published annua balance shest;
b) an income statement that includes, a a minimum, each component
of income and expense that was presented in the most recent
published annual income statement;
) acash flow statement that includes, at aminimum, the magjor
subtotals of cash flows that were presented in the most recent
published annual cash flow statement;
d) astatement of movementsin equity other than those arising from
capital transactions with shareholders and distributions to
shareholders (astatement of recognised gains and losses);
2] comparative figures for the statementsreferred to in () to (c) above
for the corresponding previous period; and
f) accounting policies and explanatory notes.
Notes
1 In the case of the balance sheet, the comparative figuresinthe App 16 Note 37.2
interimreport are those items shown in thebalance sheet as of the
end of immediately preceding financial year.
2. Under the Listing Rules, comparative figures may be omitted from App 16 Note 37.3

the cash flow statement for thefirgt interim period ending on or
after 1 July 2000. The requirement for disclosure of comparative
figuresfor the cash flow statement will be mandatory in respect of
interim periods ending on or after 1 July 2001. However, availing
of thistransitional relief represents a breach of SSAP 25 —seeitem
2004 below.
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Ref.

Requirement

Source

2002

2003

2004

3. As per item 2001(e) above, the Listing Rules do not require
comparatives to be presented for the statement of recognised gains
and losses. However, availing of this exemption will resultina
breach of SSAP 25 — see item 2004 below.

Additiona line items or notes should be included where their omission
would make the condensed interim financial statements mideading.

If acomplete set of financid statementsis publishedin the interim
financia report, the form and content of those statements should conform
to the requirements of SSAP 1 Presentation of Financial Satements for a
complete st of financia statements.

Periods for which interim financial satementsarerequired to be
presented

Theinterim report should include interim financial statements (condensed
or complete) for the following periods:

a) balance sheet as of the end of the current interim period and a
comparative baance sheet as of the end of the immediately
preceding financia yesar;

b) income statements of the current interim period and cumuletively
for the current financid year to date, with comparative income
statements for the comparable interim periods (current and year-to-
date) of theimmediately preceding financid year;

c) statement showing recognised gains and losses cumulatively for the
current financid year to date, with a comparative statement for the
comparableyear-to-date period of theimmediately preceding
financid year; and

SSAP 25.10

SGAP 259

SSAP 25.20
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Ref.

Requirement

Source

2005

2006

d)

Notes:

cash flow statement cumulatively for the current financia year to
date, with acomparative statement for the comparable year-to-date
period of theimmediately preceding financid year.

For an enterprisewhose businessis highly seasonal, financial
information for the twelve months ending on the interim reporting
date and comparative information for the prior twelve month
period may be useful. Accordingly, enterpriseswhose businessis
highly seasonal are encouraged to consider reporting such
information in addition to the information specified in item 2004.

The exemptions provided for in the Listing Rulesfromthe
reguirement to present comparatives for the cash flow statement
(first year only) and the statement of recognised gains and losses
(ongoing) are not repeated in SSAP 25. Therefore, availing of those
exemptions will represent a breach of SSAP 25 which will resultin

a qualification of the statement of compliance with SSAP 25 (see
item 2006 bdow).

Theinterim report should comply with the requirements of SSAP 25
Interim Financial Reporting.

Note:

For enterprises reporting under |AS the equivalent referenceis 1AS
34, whichispractically identical to SSAP 25.

If the enterprisg'sinterim financia report isin compliance with SSAP 25
(or IAS 34, asthe case may be), that fact should be disclosed.

Note:

Aninterim financial report should not be described as complying
with Satements of Sandard Accounting Practice/lnternational
Accounting Sandards unlessit complieswith all of the
reguirements of each applicable Sandard and each applicable
Interpretation.

SSAP 2521

App16.38

SSAP 2519
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Ref.

Requirement

Source

2007

2008

2009

2010

2011

Basisof preparation

The enterprise should apply the same accounting policiesin itsinterim
financid statements aswere gpplied in its most recent annual financia
statements (or, in the case of anewly listed enterprise, in its prospectus),
except for accounting policy changes made after the date of the most recent
annud financia statementsthat are to be reflected in the next annua
financid statements.

Noter TheListing Rulesrestrict changes of accounting policy to those that
arerequired by a new Accounting Sandard. We consider that this
isunnecessarily restrictive and that voluntary changes of
accounting policy which result in a more appropriate presentation
of eventsor transactions are also acceptable, provided that the
conditions of SSAP 2 are met, that the changes are to be reflected in
the next annual financial statements and that appropriate
disclosuresare made.

A changein accounting policy, other than one for which thetrangtion is
specified by anew Accounting Standard, should be reflected by restating
the financid statemerts of prior interim periods of the current financial
year and the comparable interim periods of prior financia yearsin
accordance with SSAP 2 Net Profit or Loss for the Period, Fundamental
Errorsand Changesin Accounting Policies.

Theinterim report should include a statement that the same accounting
policies and methods of computation are followed in the interim financia
statements as were followed in the most recent annud financia statements
or, if those policies or methods have been changed, adescription of the
nature and effect of the change.

Whereit isnot possible to quantify the effects of achangein accounting
policy, or the effects are not significant, this fact should be stated.

Measurements for interim reporting purposes should be made on ayear-to-
date basis, so that the frequency of the enterprise's reporting (annua, half-
yearly or quarterly) does not affect the measurement of its annual results.

SSAP 25.28
App16.38

SSAP 2543

SSAP 25.16(a)
App16.38

App16Note 38.1

SSAP 25.28
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Ref.

Requirement

Source

2012

2013

2014

2015

2016

Revenuesthat are received seasondly, cyclicaly or occasiondly withina
financid year should not be anticipated or deferred as of the interim date, if
anticipation or deferral would not be appropriate at the end of the financia
year.

Cogsthat are incurred unevenly during afinancia year should be
anticipated or deferred for interim reporting purposesif, and only if, it is
also appropriate to anticipate or defer that type of cost at the end of the
financid year.

The measurement procedures followed in the interim report should be
designed to ensure that the resulting information isreliable and that all
materia financia information that is relevant to an understanding of the
financia position or performance of the enterprise is appropriately
disclosed.

In deciding how to recognise, messure, classify or discloseitems for
interim financia reporting purposes, materidity should be assessed in
relation to the interim period financia deta, taking into account the greater
reliance on estimates inherent in interim measurements.

Detailed financial information

Notes:

1 For banking companies, the requirements of 2016 to 2018 are
replaced by the particular disclosures specified by Appendix 15to
the Ligting Rules (see Section 4 of this checklist)

2. Financial conglomerates are required to comply with 2016 to 2018,
and to provide the supplementary information specified in Section 3
of this checklist.

Thefollowing items are required to be disclosed for the income statement:

a) turnover;

SSAP 25.37

SSAP 25.39

SSAP 2541

SSAP 25.23

App 16.40(1)
App16.4(1)
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Ref. Requirement Source
b) profit (or loss) before taxation, including the share of the profit (or
loss) of associates and jointly controlled entities, with separate
disclosure of any items included therein which are exceptional
because of Sze and incidence;
c) taxation on profits (Hong Kong and overseas), in each cae
indicating the basis of computation, with separate disclosure of the
taxation on share of profitsof associates and jointly controlled
entities;
d) profit (or loss) attributable to minority interests;
2] profit (or loss) attributable to shareholders;
f) rates of dividend paid or proposed on each class of shares (with
particulars of each such class) and amounts absorbed thereby (or an
appropriate negative statement);
o)} transfersto and from reserves;
h) investment and other income;
i) cogt of goods sold;
i) interest on borrowings,
k) depreciation / amortisation;
1) profit (or loss) on sale of investmentsor properties;
Notes
1 Conparative figuresare required for the corresponding previous App 16.4(1)(0)
period for the matters specified in item 2016 above.
2. Where the items of information specified in item 2016 are unsuited App 16 Note 4.1

to an enterprise’s activities, appropriate adjustments should be
made. Where the requirements are unsuited to the enterprise's
activitiesor circumstances, the SEHK may require suitable
adaptations to be made.
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Ref.

Requirement

Source

2017

2018

The enterprise should disclose turnover and profit, analysed by operating
activity and geographica segment, with comparative figures for the
corresponding previous period.

Notes:

1 For the purposes of item 2017, the Ligting Rules specify that
operating activities are the principal revenue-producing activities of
the enterprise, other than those activitiesthat areinvesting or
financing activities, unlessthe enterpriseis principally engaged in
the provision of financial services.

2. For the purposes of item2017, the Ligting Rules specify that a
geographical segment is a distinguishable component that is
engaged in providing products or serviceswithin a particular
economic environment and that is subject to risks and returns that
are different from those of components operating in other economic
environments.

3. SSAP 25 only requires disclosure of segment revenue and segment
result for @ther business or geographical segments. However, the
Listing Rules require disclosure of both.

4, SSAP 26 Segment Reportingis effective for annual accounting
periods commencing on or after 1 January 2001. An extended
implementation period has been allowed in order to permit
enterprise'sto adapt their reporting systemsin order to accumulate
the necessary segment information. The interim report should make
it clear whether or not SSAP 26 has been adopted.

Thefollowing items are required to be disclosed for the balance shest:

a) fixed assets;

b) current assets:

i) inventories,

i) debtors, including credit policy and ageing analysis of
accounts receivable;

iii) cash a bank and in hand; and

iv) other current assets;

App16.4(1)(n)

SSAP 25.16(g)

App 16 Note 4.2

App 16 Note 4.2

SSAP 25.16(q)

App 16.40(1)
App16.4(2)
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Ref. Requirement Source

c) current liabilities:

i) borrowings and debts; and

i) ageing andysis of accounts payable;
d) net current assats (liahilities);
e total assetsless current liabilities;
f) non-current liabilities - borrowings and debts;
o)} capital and reserves; and

h) minority interests.

2019 | Bascand diluted earnings per share should be presented on the face of the SSAP 2511
income statement (complete or condensed) for the interim period. App 16.4 (1)(h)
App 15.1(m)
2020 | Thefallowing information (reported on financid year-to-date basis) should SSAP 25.16
beinduded in the notesto the interim financial statements: MA. | (xiv)

a) explanatory comments about the seasondity or cyclicality of
interim operations;

b) the nature and amount of items affecting assets, liabilities, equity
and income, or cash flows, that are unusud because of their nature,
sSze or incidence;

c) the nature and amount of changesin estimates of amounts reported
in prior interim periods of the current financia year or changesin
estimates of amounts reported in prior financid years, if those
changes have amaterid effect in the current interim period;

d) issuances, repurchases and repayments of debt and equity securities;

2] dividends paid or proposed (aggregate or per share) separately for
ordinary and other shares;

f) material events subsequent to the end of the interim period that have
not been reflected in the financia statements of the interim period;
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Ref.

Requirement

Source

2021

2022

h)

Note:

the effects of changes in the composition of the enterprise during
the interim period, including business combinations, acquisition or
disposd of subsidiaries and longterminvestments, restructurings
and discontinuing operations; and

changesin contingent liabilities or contingent assets since the last
annua balance sheet date.

The Sandard ligts the following as examples of the kinds of
disclosuresrequired by item 2020 above. Individual Accounting
Sandards provide guidance regarding disclosures for many of
theseitems:

the write-down of inventories to net realisable value and the
reversal of any such write-doan;

recognition of a loss from the impairment of property, plant
and equipment, intangible assets, or other assets, and the
reversal of any such impairment |oss;

thereversal of any provisionsfor the costs of restructuring;
acquistions and disposals of items of property, plant and
equipment;

litigation settlements;

corrections of fundamental errorsin previoudy reported
financial data;

extraordinary items;

any debt default or any breach of a debt convenant that has
not been corrected subsequently; and

related party transactions.

Disclosure should be made of any other events or transactions that are
material to an understanding of the current interim period.

a)

b)

Where theaccounting information given in an interim report has not
been audited. that fact should be stated.

If the accounting information contained in an interim report has
been audited by the externd auditor, the auditors' report thereon,
including any quaifications, should be reproduced in full in the
interim report.

SSAP 25.16
App16.40(4)
MALIL (xii)

App16.43
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Ref.

Requirement

Source

2023

2024

Management Discussion and Analysis

Theinterim report should include a discussion and analysis of the
enterprise's performance in the interim period covering dl of the metters
St out in item 2024 below.

Notes:
1. The discussion:

should include any significant information needed for
investorsto make an informed assessment of the trend of the
enterprise'sactivities and profit (or 10ss);

should identify and explain any special factor which has
influenced the activities of the enterprise and its profit (or
loss) during the period; and

should provide a comparison with the corresponding period
of the preceding period and should also, asfar aspossible,
give an indication of the enterprise sprospects for the
current period.

2. For interim reporting purposes, the discussion may focus only on
the significant changes in the enterprise's performance since the
most recent published annual report. Where the current information
in relation to those matters sat out in item 2024 has not changed
materially from the information disclosed in the most recent
published annual report, a statement to that effect may be made and
no additional disclosureisrequired.

The discussion and analysis of theenterprise's performance during the
interim period and the materid factors underlying its results and financia
position should emphasise trends and identify significant events or
transactions during the interim period under review and should address dl
of the following points:

a) theenterprise's liquidity and financia resources. This may include
comments on the level of borrowings at thebalance sheet date, the
seasondity of borrowing requirements, and the maturity profile of
borrowings and committed borrowing facilities. Reference may aso
be made to the funding requirements for capital expenditure
commitments and authorisations

App16.40(2)
MA.I (xiii)

App 16.40(2)

App 16.40(2)

App16.32
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Ref.

Requirement

Source

b)

d)

e

f)

h)

the capital structure of theenterprise's in terms of maturity profile
of debt and obligations, type of capitd instruments used, currency
and interest rate structure. The discussion may cover':

i) funding and treasury policies and objectivesin terms of the
manner in which treasury activities are controlled;

i) the currenciesin which borrowings are made and in which
cash and cash equivaents are held;

iii) the extent to which borrowings are at fixed interest rates;
iv) the use of financia instruments for hedging purposes; and

V) the extent to which foreign currency net invessments are

hedged by currency borrowings and other hedging
instruments;

the state of theenterprise'sorder book (where gpplicable) and
prospects for new business including new products and services
introduced or announced;

significant investments held, their performance during thefinancia
year and their future prospects;

details of materid acquisitions and disposds of subsidiaries and
associates in the course of thefinancid yesr;

comments on segmental information. This may cover changesin
industry segments, developments within the segmentsand their
effect on the results of those ssgments. It may also indude changes
in market conditions, new products and servicesintroduced or
announced and their impact on theenterprise's performance and
changes in turnover and marging

where gpplicable, details of the number and remuneration of
employees, remuneration policies, bonus and share option schemes
and training schemes;

details of charges on enterprise assets;

details of future plans for materid investments or capital assets and
their expected sources of funding in the coming yeer;
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Ref. Requirement Source

Note:  Itisthe responsihility of the directorsto determine what App 16 Note 32.1
investment or capital asset is material in the context of the
enterprise's business, operations and financial performance.
The materiality of an investment or a capital asset varies
from one enterprise to another according to itsfinancial
performance, assets and capitalisation, the nature of its
operations and other factors. An event that ismaterial inthe
context of a smaller enterprise's busness and affairsis often
not material to alarge enterprise.

K) gearing raio;

Note The basis on which the gearing ratio is computed should be App 16 Note 32.2
disclosed.

1) exposure to fluctuationsin exchange rates and any related hedges;
and

m) details of contingent lighilities, if any.

Other Information

Purchase, sale or redemption of securities

2025 | Theinterim report should contain particulars of any purchase, sale or App16.41(1)
redemption by the company, or any of its subsidiaries, of itslisted App 16.10(4)
securities during the interim period or an appropriate negative statement .

Notes:
1 The statement required by item 2025 should include the aggregate App 16.10(4)

price paid or received by thecompany for such purchases, salesor
redemptions and should distinguish between those securities
purchased or sold:

a) onthe SEHK;

b) on another stock exchange;

0 by private arrangement; and

d by way of a general offer.
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children under the age of 18; and

Ref. Requirement Source
2. The statement required by item 2025 should also distinguish App 16.10(4)
between those listed securities which are purchased by thecompany
(and, for Hong Kong companies, therefore cancdled) and those
which are purchased by a subsidiary of the company;
Directors interestsin shares
2026 | A statement isrequired at the end of the interim period showing: App16.41(2)
App 16.13(1)
a) theinterests (class and number of such securities) of each director
and chief executive of the company in the equity or debt securities
of the company or any associated corporation; and
b) the details of any right to subscribe for equity or debt securities of
thecompany granted to any director or chief executive of the
company or to the spouse or children under 18 years of age of any
such directoror chief executive, and of the exercise of any such
right;
asrecorded in the register required to be kept under section 29 of the
Securities(Disclosure of Interests) Ordinance or as otherwise notified to
the enterprise and the SEHK pursuant to the Model Code for Securities
Transactions by Directors of Listed Companiesor, if no such interest or
right has been granted or exercised, astatement of that fact .
Notes
1 " Associated corporation” means a corporation: DIOs2(1)
which is a subsdiary or holding company of the listed
company or a subddiary of the lised company's holding
company; or
which is disdosed in the liged company's financial
statements in accordance with sections 129 (1) and (2) of the
CompaniesOrdinance.
2. Interests of adirector or a"chief executive" extend to include DIOs31
interests held by:
hisor her spouse;
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Requirement Source

their respective controlled companies (with control of
management or onethird of the voting rights, either directly
or indirectly through another corporation inwhich they
control onethird of the voting rights).

Thiswill include a director'sinterest under a discretionary trust
which holds interestsin equity or debt securities of the company.

For these purposes, a shadow director is deemed a director. " Shadow DIO s.29(6)
director”" means a person in accordance wi th whose directions or DIOs2(1)
indructionsthe directors of a company are accustomed to act.

The SEHK requiresthat any statement showing such interests of PN 5(3)
directors and chief executives should set out the total number or
amount of such securitiesin which each director and chief executive
isinterested, as recorded in the company'sregister of interests, and
then separately distinguish such interests between four categories as
follows:

personal interests - namely those beneficial interestsin
securitieswhich are registered in the name of the director or
chief executive or a nominee who holds the securities on his
behalf and to hisorder (eg. a street name), including interests
in securities which he has contracted to purchase;

family interests- namely those interestsin securitieswhich a
director or chief executiveis deemed or taken to have under
the SDIO with respect to securitiesin which his spouse or his
children under the age of 18 yearsareinterested;

corporate interests - namey those interests in  securities
which a director or chief executive is deemed or taken to
have under the SDIO with respect to the interests of a
corporation where he is ether entitted to exercise (or is
taken under the SDIO to ke able to exercise) or control the
exercise of one third or more of the voting power in general
meetings of that corporation or where the corporation or its
directors are accusomed to act in accordance with his
directions or ingtructions; and
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Ref.

Requirement

Source

2027

2028

other interests - namely those interestsin securities recorded
intheregister of interests which do not fall within one of the
above categories. Thiswould include, by way of example,
those interestswhich a director or chief executive is deemed

or taken to have under the SDIO with respect to options which
entittea director or chief executive to call for the ddlivery of
Securities or to acquire an interest in securities and any
interestsin securitieswhich arise asa result of the director or
chief executive being a bendficiary or trugtee of a trust (and
which are not included as personal interests).

5. In the case of ‘corporate’ and 'other’ interests, a note setting out the
nature of such interests should be provided to assist shareholders and
investors inunderstanding how the interests arise.

6. Particulars should be given of the extent of any duplication which
occurs, between the interests of directors, chief executives,
shareholders, their associates and substantial shareholders.

Where interests arising from the holding of securities as qualifying shares are
not disclosed pursuant to the exception alowed in App 16.13(2), agenard
stetement should be made to indicate that the directors hold qudifying
shares.

Note:  Non-beneficial interests of directors need not be disclosed if they are
holdings of qualification shares or if thereis a legally enforceable
declaration of trust in favour of the parent company of that
subsidiary, and such interest is held solely for the purpose of
ensuring that the relevant subsidiary has more than one member.

Subgtantial shareholders

A dtatement isrequired, as at the end of the interim period, showing the
interests as recorded in the register required to be kept under section 16(1) of
the SDIO and the amount of such interests or, if thereis no such interest
recorded in the register, a statement of the fact.

PN 5(3)

App 16 Note13.2

App16.41(2)
App 16 Note 13.1

App 16.13(2)

App16.41(2)
App16.13(3)
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Ref. Requirement Source

Notes:

1 A person's notifiable interests in shares include those of:

hisor her spouse, or any child of hishers under 18; DIOs8(1)
their respective controlled companies (with control of DIOs8(2)(3)
management or onethird of the voting rights of such
companies either directly or through another corporationin
which they control onethird of the voting rights); and
parties to any agreement to acquire sharesin the rlevant DIOs9(2)
share capital of the company, if (i) the agreement includes
provisonsimposing obligations or restrictions on the use,
retention or disposal of their interest and (i) any interest in
the company's sharesisin fact acquired by any of the parties
pursuant to an agreement.

2. "Notifiable interest" means an interest in sharesin the relevant DIO s4(2)
share capitd of an aggregate nomina value not less than 10% of the & s6(1)
nomina vaue of that relevant share capital.

3. "Relevant share capitd" means the company's share capitd of a DIOs2(1)
class carrying voting rights at general meetings of thecompany.

Code of Begt Practice

2029 | Theenterprise should includein itsinterim report a statement that none of App16.44
the directorsis aware of information that would reasonably indicate thet

the enterprise is not, or was not for any part of the accounting period

covered by the interim report, in compliance with Appendix 14.

2030 | If any of the directorsis aware of such information, the enterprise should App16.44
verify whether the information is correct and whether there has been any

non-compliance with Appendix 14.

2031 | If the enterprise finds that there has been non-compliance with Appendix App16.44

14, then the enterprise should briefly explain in itsinterim report that it has
not complied with al or part of Appendix 14, asthe case may be, and
include a statement giving the reasons for its norrcompliance.
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Ref.

Requirement

Source

Matter sdealt with under Practice Note 19 (PN 19)

Notes:

1

PN 19 gives guidance on specific circumstances (see below) that
may require timdy public disclosure under the general disclosure
obligation placed on enterprises under paragraph 2 of the Liding
Rules (Rue 2). If any of the specified circumstances occur, the
enterprise is required to make a public announcement immediately
in accordance with Rule 2. In addition, if the circumstances
specified in PN 19 continue to exist at the enterprisgs interim
period end, specific disclosuresarerequired.

2. Thespedific circumstances addressed by PN 19 include:

advances to an entity amounting to more than 25% of the
enterprisg’s net assets and any subsequent increase of such
amount accounting for 10% or more of the enterprise’s net
assHs;

financial assgance and guarantees to affiliated companies
amounting to more than 25% of the enterprises net assets;

pledging of shares by the controlling shareholder to secure
debts of the enterprise or to secure guarantees or support
other obligations of the enterprise; and

loan agreements which include conditions imposing specific
performance obligations on a controlling shareholder where
breaches of such obligations will cause a default in respect
of loans that are dgnificant to the operations of the
enterprise.

The exresson “affiliated company’ refers to a company which, in
accordance with Satements of Sandard Accounting Practice
issued by the Hong Kong Society of Accountants, is recorded usng
the equity method of accounting in an entity's financial Statements.
This includes associates and jointly controlled entities as defined in
those Sandards.

References to net assts are to the aggregate of capital and
reserves (excluding minority interests and intangibles) shown in the
enterprises  latet  published audited consolidated  financial
Statements.

PN 19(32.1)

PN 19(3.3)

PN 19(3.6)

PN 19(3.7.1)

PN 19(1.2)
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Ref. Requirement Source
Advancesto an entity
2032 |Where the enterprise has been required to meke disclosure during the| PN 19(3.8, 3.2.3)
period in respect of advances to an entity, and the circumstances giving rise
to the disclosure continue to exist a the interim period end, the following
information (as at the period end) should be included in the interim report:
a) details of the balances;
b) the nature of events or transactions giving rise to the amounts;
c) theidentity of the debtor group; and
d) interest rate, repayment terms and collateral.
Note A general disclosure obligation arises where the relevant advance
to an entity exceeds 25% of the issuer's net assts The expresson
‘rdevant advance to an entity refers to the aggregate of amourts
due fromand all guarantees given on behalf of:
an entity;
the entity’s controlling shareholders;
the entity's subsidiaries; and
the entity's affiliated companies.
Financial assstance and guaranteesto affiliated companies of theissuer
2033 |[Where the enterprise has been required to make disclosure during the| PN 19(3.10)

period in regpect of finenciad assstance and guarantees to  ffiliated
companies, and the circumstances giving rise to the disclosure continue to
exis a the interim period end, the amud report should include a proforma
combined badance sheet of dffilisted companies as of the laiest practicable
date.

Notes:

1 A general disclosure obligation arises where financial assistance
gven to affiliated companies of the enterprise, and guarantess
gven for faciliies granted to affiliated companies, together in
aggregate exceed 25% of the enterprise’ s net assets
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Ref.

Requirement

Source

2034

2035

2. The proforma combined balance shest of affiliated companies
should include dgnificant balance sheet dasdficatios and date
the attributable interest of the enterprise in  the affiliated
companies.  In cases where it is not practicable to prepare the
proforma combined balance shest of affiliated companies the
Exchange, on application from the enterpriss may consde
accepting, as an dternative, a datement of the indebtedness,
contingent liabilities and capital commitments as at the end of the
period reported on by affiliated companies.

Pledging of shares by the controlling shareholder

Where the enterpise has been required to make disclosure during the
period because the controlling shareholder has pledged its interest in shares
of the enterprise to secure debts of the enterprise, and the circumstances
continue to exist a the date of the interim report, the following disclosures
should be madein the interim report:

a) the number and class of shares pledged;

b) the amount of debts, guarantees or other support for which the
pledgeis made; and

c) any other details that are considered necessary for an understanding
of the arangements.

Note A general disclosure obligation arisss where the controlling
shareholder of the enterprise has pledged its interest in shares of
the enterprise to secure debts of the enterprise or to secure
guarantees or support other obligations of the enterprise.

Loan agreements imposing pecific  performance on  controlling
shareholder

Where the enterprise has been required to make disclosure during the
period in respect of loan agreements with covenants relating to specific
performance of the controlling shareholder, and breaches of such
obligations will cause a default in respect of loans that are dgnificant to the
enterprise, and the circumstances continue to exist a the date of the interim
report, the following disclosures should be made in the interim report:

PN 19(3.9, 36)

PN 19(3.9, 3.7.1)
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Ref. Requirement Source
a) the aggregate level of the facilities that may be affected by such a
breach;
b) thelife of the facility; and
c) the specific obligation imposed on any contralling shareholder.
Note A general disclosure obligation arises where the enterprise (or any
of its subddiaries) has entered into a loan agreement that includes
a condition imposng <specific performance obligations on  any
controlling shareholder (eg. a requirement to maintain a specified
minimum holding in the share capital of the issuer), and breach of
such obligation will cause a default in respect of loans that are
sgnificant to the operations of the enterprise.
Breaches of loan agreements — gened
2036 | If disclosure has been required during the period of a breach of terms of a | PN 19(3.9, 3.7.2)

loan agreement by the enterprise, and the circumstances continue to exist at
the date of the interim report, disclosure of the circumstances is aso
required in theinterim report.

Note:

A general disclosure obligation arises where there is a breach of
the terms of loan agreements by the enterprise for loans which are
significant to the operations of the enterprise, such that the lenders
may demand immediate repayment of the loans and where the
lenders have not issued a waiver in respect of the breach.
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SECTION 3

ADDITIONAL FINANCIAL INFORMATION - FINAN CIAL CONGLOMERATES

Ref.

Requirement

Source

3001

1 Items 3001 to 3004 relate only to financial conglomerates. A
financial conglomerateis defined as an enterprise that:

as at the end of the period, the net assets of its financial
business represent more than 15% of the enterprise’'s
consolidated net assets or, during the period under review,
the net profit attributable to the shareholders of the financial
business represents more than 15% of the net profit
attributable to shareholders of the enterprise; and

asat the end of the period, itsfinancial business hastotal
assets of over HK$1 hillion or has customer deposits plus
financial instruments held by the public of over HK$300
million.

For the purpose of this paragraph, financial businessincludes, but
isnot limited to, the business of securitiestrading; giving advicein
connection with securities, commodities trading; leveraged foreign
exchange trading; insurance activities, and money lending.

2. The information required by items 3001 to 3003, to be presented
ether on the face of the primary statements or in the notes, is
considered to be part of the financial statements and therefore,
where applicable, will be subject to review/audit by the audit
committeg/external auditors. Theinformation required by item
3004 will be presented outsde the financial Satements, generally as
part of the MDA,

The following items should be disclosed in the income statement of a
financid conglomerate:

a) interest income;
b) interest expense;
c) gainslesslosses arising from dedling in foreign currencies,

d) gainslesslosses on trading securities or other investmentsin

securities,
e gainslesslossesfrom other dedling activities;
f) gainslesslosses arising from derivetive products,

App 1636

App 1635

App16.40(3)
App16.35(1)
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Ref. Requirement Source

o)) charge for bad and doubtful debts;

h) gainslesslosses from digposal of investment securities or nor
trading securities,

i) provisions on heldto-maturity securities and investment securities
or provisions on held+to-maturity securities and non-trading
securities; and

i) operating profit by products and divisions.

3002 | Thefallowing items should be disclosed in the baance sheet of afinancid App16.40(3)
conglomerate: App16.35(2)

a) cash and short-term funds (with an analysis between cash and
balances with banks and other financid ingtitutions, money at call
and short notice and treasury bills where gpplicable);

b) trading securities or other investmentsin securities,

Note:  Investmentsin securities should be distinguished between
equity and debt securities and analysed between those which
are liged and those which are unlisted. The analysis should
be provided separately for held-to-maturity securities,
investment securities, other investments in securities, trading
securities and nonttrading securities, where applicable. The
market value of the listed securities as at the balance sheet
date should also be disclosed.

c) advances and other accounts (with an andysis between advancesto
customers, advances to banks and other financia ingtitutions,
accrued interest and other accounts, provisionsfor bad and doubtful
debts and the related collateral security);

d) held-to-maturity securities and investment securities or held-to-
maturity securities and non-trading securities;

Note:  Ananalysis should be provided of held-to-maturity
securities, investment securities, other investmentsin
securities, trading securities and non-trading securities
separately into those issued by central governmentsand
central banks, public sector entities, banks and other
financial indtitutions; corporate entities; and others. The
market value of listed securities as at the balance sheet date
should also be disclosed.

130



APPENDIX Il

Ref.

Requirement

Source

3003

e

f)

issued debt securities;

other accounts and provisions such as obligations on leases, sde
and repur chase agreements, and forward contracts (with an analyss
where materid); and

amaturity profile of the following assets and liabilities, unless
immaterid:

i) Assets
. advancesto customers,

placements with banks and other financia

ingtitutions;

certificates of deposit held; and

debt securities (with an andysisinto those included

in held-to-maturity securities, trading securities or

other investmentsin securities and investment

securities or non-trading securities); and

ii) Lighilities
. depodits and balances of banks and other financid

institutions;

current, fixed, savings and other deposits of

customers,

certificates of deposit issued; and

issued debt securities.

The following should be disclosed in respect of the off-baance sheet
exposures of afinancid conglomerate:

a)

b)

contingent liabilities and commitments;

derivatives (with an analyssinto those related to exchange rate
contracts and interest rate contracts. The aggregate notiond
amounts of each significant class of deiivative instruments should
aso be analysed into those entered into for trading or hedging
purposes);

App16.40(3)
App16.35(3)
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Ref.

Requirement

Source

3004

c) where applicable, the aggregate credit risk weighted amounts of its
contingent ligbilities and commitments, exchange rate contracts,
interest rate contracts and other derivatives, if any; and

d) the aggregate replacement costs of its exchange rate contracts,
interest rate contracts, and other derivative contracts, if any.

The following supplementary information is required in respect of
financial conglomerates:

a) Management of risks

A description of the main types of risk arising out of its business,
including, where appropriate, credit, interest rate, foreign exchange
and market risks arising out of its trading book. It should dso
include a description of the policies, procedures (including hedging
policies) and controls used for measuring, monitoring and
controlling those risks and for managing the capital reguired to
support them.

b) Segmentd information

Where ageographicd segment of thefinancid business represents
10% or more of the enterprise's business, then that segment should
be further analysed by industry sector.

Note:  If, inthe opinion of the directors of the financial conglomerate, the
market risk arising fromthe trading book is not considered as
material, a Satement to this effect be made and the information
required by item 3004(a) may be omitted.

App16.40(3)
App16.35(4)

App 16.40(3)
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SECTION 4

ADDITIONAL FINANCIAL INFORMATION - BANKING COMPANIES

Ref.

Requirement

Source

4001

For banking companies, the information required by 4001 to 4003
replaces the income statement and balance sheet information
required for other enterprises (seeitems 2016 to 2018 above)

In addition, the Hong Kong Monetary Authority (HKMA) hasissued
Recommendations on Interim Financial Disclosure by Authorised
Ingtitutions incorporated in Hong Kong, the most recent version
being issued in January 2000. The HKMA recommendations deal
principdly with the analysis of financial assets and liahilities of the
banking company.

Thefallowing items are required to be disclosed in the income statement of

abanking company:

a) interest income;

b) interest expense;

c) other operaing income;

d) operating expenses,

2] charge for bad and doubtful debts;

f) gainslesslosses on trading securities or other invesmentsin
securities;

o)) gainslesslossesfrom disposal of investment securities or non-
trading securities;

h) provisionson heldto-maturity securities and investment securities
or provisions on held+to-maturity securities and non-trading
securities,

i) exceptiond items;

i) taxation on profits (Hong Kong, overseas and deferred tax), in each
case indicating the basis of computation, with separate disclosure of
the taxation on share of profits of associates and jointly controlled
entities;

9] extraordinary items;

)] as appropriations:

i) transfersto or from inner resarves; and

ii) transfersto or from other reserves, and

App15.1(1)
MA.I
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Ref. Requirement Source
m) rates of dividend paid or proposed on each class of shares (with
particulars of each such class) and amounts absorbed thereby (or an
appropriate negative statement).
Note Comparative figures for the corresponding previous period are
required for the matters specified in item 4001 above.
4002 | Thefollowing items are required to be shown for the Statement of assets App 15.1(11)
and ligbilities
a) cash and short-term funds;
b) trading securities or other investmentsin securities;
c) advances and other accounts;
d) held-to-maturity securities and investment securities or heldto-
maturity securities and non-trading securities;
=) issued debt securities; and
f) other accounts and provisions.
Note: Comparative figuresfor the corresponding previous period are
required for the mattersreferred to in item 4002 above.
4003 | The following should be disclosed in respect of off-baance sheet App 15.1(111)
ExXposures:
a) contingent liabilities and commitments; and
b) derivatives
4004 | Thefollowing analyss should be provided in respect of advances and other MALII(i)

accounts:
advancesto customers;
advances to banks and other financia indtitutions;
accrued interest and other accounts (analysed where materid); and
provisions for bad and doubtful debts (anadysed between those against
advancesto customers, advances to banks and other financiad
ingtitutions, accrued interest and other accounts if material), both:
- gengd; and

- gpecific.
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Ref.

Requirement

Source

A breakdown should be provided of the gross amount of advancesto
customers by industry sectors which are considered to be significant to the
ingtitution.

Note Inorder to achieve consistency of reporting among authorised
indtitutions, the information specified by item 4005 should be
disclosed in accordance with the industry categories set out below.
The types of advances that should be included in the respective
categories should follow those contained in the return on
"Quarterly Analysis of Loans and Advances and Provisions
(MABS?2A)". Indtitutions may also break items down into more
detailed sub-categoriesif they so wish. Indtitutions may also find
that disclosing information about the extent to which the advances
are backed by collateral or other security indicates better the exdtent
of credit risk. Disclosure of any such additional information is
encouraged.

a) Loans for use in Hong Kong

i) Industrial, commercial and financial:
- property development;
- property investment;
- financial concerns;
- stockbrokers;
- wholesale and retail trade;
- manufacturing;
- trangport and transport equipment; and
- others.

i) Individuals.
- loansfor the purchase of flatsin the Home

Ownership Scheme, Private Sector Participation
Scheme and Tenants Purchase Scheme

- loans for the purchase of other residential
properties

- credit card advances
- others
iii) Trade Finance

b) Loansfor use outsde Hong Kong

MA.I1(ii)
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Ref.

Requirement

Source

4007

4010

The enterprise should disclose:

a) advances to customers on which interest is being placed in suspense
or on which interest accrud has ceased;

b) the amount of such suspended interest;
c) the amount of specific provisons made againgt such advances; and
d) the percentage of such advancesto tota advances to customers.

The enterprise should disclose information similar to that specified by item
4006 above in respect of advances to banks and other financial ingtitutions
onwhich interest is being placed in suspense or on which interest accrua
has ceased.

Theenterprise should disclose the gross amount of advances to customers
which have been overdue ("overdue advances') for:

six months or less but over three months;
oneyear or less but over six months; and

over one year.

In respect of the information required by item 4008, both the absolute
amount of overdue advances and the percentage of such advancesto tota
advances to customers should be given for each maturity bracket. Similar
information on overdue advances to banks and other financid indtitutions
should aso be disclosed.

The amount of gross advances referred to at item 4008 above should be
shown net of any interest that has been capitalised but accrued to a
suspense account.

Note Ingitutions may also wish to disclose the value of collateral held
against the overdue loans and the amount of specific provisons
made. Where an indtitution opts to disclose the value of collateral
held, it should disclose the Split of overdue advances into those
which are secured and those which are unsecured and the market
value of collateral held against the secured loans based on the most
recent estimate.

MAL.II (iii)

MALII (iii)

MA.II (iv)

MA.II (iv)

MALII (iv)

136



APPENDIX Il

Ref.

Requirement

Source

4011

4012

4013

The enterprise should disclose the amount of advancesto customers and
advancesto banks and other financid ingtit utions which:

are overdue for more than three months and on which interest is till
being accrued; and

are overduefor three months or lessand on which interestisheing
placed in sugpense or on which interest accrual has ceased.

The enterprise should disclose the amount of rescheduled advancesto
customers, net of those which have been overdue for over three months
and reported in item 4009 above, and the percentage of such advancesto
total advancesto customers. Similar information on rescheduled advances
to banks and other financial ingtitutions should also be disclosed.

The enterprise should disclose the contractua or notiona amounts of each
of the following classes of off -baance sheet exposures:

a) contingent liabilities and commitments:
direct credit substitutes;
transactionrelated contingencies;
traderelated contingencies;
note issuance and revolving underwriting facilities;
other commitments; and
others (including forward asset purchases, amounts owing
on partly paid shares and securities, forward deposits placed,
ast sdles or other transactions with recourse) - analysed
where materid; and

b) derivatives.
exchange rate contracts (excluding forward foreign
exchange contractsarisng from swap deposits
arangements);

interest rate contracts; and

others.

MA.II (v)

MA.II (vi)

MA.II (vii)
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Ref.

Requirement

Source

4014

4015

4016

The enterprise should present its capital adequacy ratio at the end of the
financid period, computed in accordance with the Third Schedule of the
Ordinance. Where aningtitution isrequired to compute a consolidated
ratio by the HKMA, that ratio should be disclosed. Otherwise, the solo
ratio should be disclosed.
Ingtitutions which are required by the HKMA to maintain capital against
market risk should present an adjusted capital adequacy ratio which takes
into account market risk as at the end of the financia period, computed in
accordance with the guidance "Maintenance of Adequate Capitd Against
Market Risks" issued by the HKMA.
The components of the total capita base after deductions as reported under
Part | of the Capital Adequacy Return (MA(BS)3) should be disclosed.
These should include, but are not limited to, the following items:
a) core capitd:

paid up ordinary share capitd;

reserves (eligiblefor inclusion in core capitd);

minority interests;

others; and

deduct: Goodwill;
b) eligible supplementary capitd:

reserves on revauation of land and interestsin land (at
70%);

genera provisionsfor doubtful debts;
irredeemable cumulative preference shares;
term subordinated debt;
term preference shares, and
others, and

c) tota capital base before deductions;

d) deduction from totd capitd base; and

e total capital base after deductions.

MA.I1 (viii)

MA.II (iX)

MA.II (x)
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Ref.

Requirement

Source

4017

4018

4019

Statement of compliance

A statement is required regarding extent of compliance with the HKMA
recommendations and the reason for any non-compliance. In cases of full
compliance, agenerd statement that the recommendations have been fully
complied with should be made. In cases of partid compliance, the
statement should specify the areas of, and reasons for non-compliance.

Compar ative figures

In generd, corresponding amountsfor the immediately preceding financia
period (i.e. the preceding year end figures) should be given for the
disclosures specified by the HKMA recommendations.

Where the disclosures are gpplied for thefirst time, and it isimpractical to
apply the disclosures retrospectively, the disclosuresin resp ect of
comparatives need not apply for the first financial period.

MA

MA.II (i)

MA
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SECTIONS PRELIMINARY ANNOUNCEMENTSOF INTERIM RESULTS
Ref. Requirement Source
5001 | The next business day after the date of board approval of the interim report App 7A/7B/71.11(6)

(andin any event, not later than 3 months after the end of the interim
period), the enterpriseis required to publish in the newspapersa
preliminary announcement in respect of its results for the interim period.

In circumstances where the enterprise is unable to make such a preliminary
announcement of results, the enterpriseis required to make an
announcement within 3 months after the end of the interim period
containing:

a)

b)

Note:

afull explanation for itsinability to make an announcement based
on unaudited financid statements, and

the expected date of announcement of the unaudited results for the
firgt hdf of thefinancid year.

The enterpriseis required to supply the SEHK immediately on
publication with the names of the réevant newspapers and the date
of publication.

Information to accompany preliminary announcement of interim
results

The preliminary announcement should contain:

a)

b)

©)

d)

e

f)

the disclosures specified for the balance sheet and theincome
satement required by item 2016 to 2018 above (or, for banking
companies, the disclosures required by items 4001 to 4003 above);

the discussion and analysis of the group’ s performancein the
interim period as required by items 2023 and 2024 above;

any supplementary information that is necessary for areasonable
appreciation of the results for the interim period as disclosed under
2021 above;

particulars of any purchase, sale or redemption by the listed issuer
or any of itssubsidiaries, of itslisted securitiesduring theinterim
period as required by items 2025 above;

agtatement as to whether or not the interim figures have been
audited as required by item 2022 above; and

particulars of compliance with Appendix 14 tothe Listing Rulesas
St out at items 2029 to 2031 above.

App7A/7B/71.11(6)

App TATBITI.11(8)

App 16.46
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SECTION 6 REQUIREMENTS FOR GEM LISTED ENTERPRISES

Ref. Requirement Source
Note:  This section assumes that the GEM listed enterprise has not
voluntarily opted to comply with SSAP 25. If it has chosen to do o,
then all of the requirements of Sections 1 to 5 of this checklist
derived from SSAP 25 will also be applicable.
Requirement to Prepare
6001 | Inrespect of the first 3/6/9 month period of each financia year, GEM GR 1853
listed enterprises are required to prepare an interim report.
6002 | Not later than 45 days after the end of the interim period, the interim report GR 1853
should be published in printed form and submitted for publication on the GR 16.04(2)
GEM website.
6003 [ Assoon asisreasonably practicable after publishing theinterim report, the GR 1854
enterprise is required to send a copy to: GR 1803
a) every member of the company; and
b) every other holder of itslisted securities
Note: Theenterpriseisrequired to send 100 copies of the interim report GR1854
to the SEHK at the sametime asit is sent to the holders of its listed
securitieswith registered addressesin Hong Kong.
DisclosureRequirements
Financial Information
6004 | Thefollowing information should be disclosed in the interim reports of dl GR 1855
enterprises other than banking companies: GR 1850

a) turnover,;

b) profit (or loss) before taxation and extraordinary items, including
the share of profit (or loss) of affiliated companies, with separate
disclosure of any itemsincluded therein which are exceptiona
because of sze and incidence;
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Ref.

Requirement

Source

<)

d)

€)

f)

h)

Notes:

taxation on profits (Hong Kong and oversess), in each case
indicating the basis of computation, with separate disclosure of the
taxation on share of affiliated companies profits,

profit (or loss) atributable to shareholders before extraordinary
items;

extraordinary items (net of taxation);
profit (or loss) attributable to shareholders;

rates of dividend paid or proposed on each class of shares (with
particulars of each such class) and amounts absorbed thereby (or an
appropriate negative statement);

al movementsto and from any reserves; and

earnings per share.

Wheretheiterms of information specified by item 6004 are unsuited
to the enterprise's activities, appropriate adjustments should be
made. Where the requirements are unsuited to the enterprise's
activities or circumstances, the SEHK may require suitable
adaptationsto bemade.

The Exchange may authorise the omission of any information from
theinterimreport if it consders:

such omission to be necessary or appropriate; or

that disclosure of such information would be contrary to the
public interest or serioudy detrimental to the issuer.

provided that such omission would not be likely to midead the public
with regard to facts and circumstances, knowledge of which is
essential for the assessment of the securitiesin question.
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Ref. Reguirement Source

6005 [ Thefallowing information should be disclosed in the interim reports of GR 1855
banking companies: GR 18.66
a) interest income;

b) interest expense;

) other operating income;

d) operaing expenses;

e) charge for bad and doubtful debts;

f) gainslesslossesfrom digposd of tangible fixed assetsand long-
terminvestments;

0 exceptiond items;

h) taxation on profits (Hong Kong and oversees), in each case
indicating the basis of computation, with separate disclosure of the
taxation on share of profits of affiliated companies profits;

i) extraordinary items (net of taxation);

i) as appropriations:

i) transfersto or from inner reserves; and
i) dl movementsto or from other resarves,

k) rates of dividend paid or proposed on each class of shares (with
particulars of each such class) and amounts absorbed thereby (or an
appropriate negative statement); and

1) earnings per share.

6006 | Comparative figuresfor the corresponding previous period should be GR 1855
disclosed for the matters specified in items 6004 and 6005 above. GR 1850
Directors interestsin shares

6007 [ A statement isrequired at the end of theinterim period showing: GR 1855

GR 1856

3 theinterests (class and number of such securities) of each director
and chief executive of the company in the equity or debt securities
of the company or any associated corporation; and

b) the details of any right to subscribe for equity or debt securities of
the company granted to any director or chief executive of the
company or to the spouse or children under 18 years of age of any
such director or chief executive, and of the exercise of any such
right;
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Reguirement Source

asrecorded in the register required to be kept under section 29 of the
Securities(Disclosure of Interests) Ordinance or as otherwise notified to
the enterprise and the SEHK pursuant to the minimum standards of dedling
by directors of listed enterprises or, if no such interest or right has been
granted or exercised, a statement of that fact.

Notes

1 " Associated corporation” means a corporation: DIO0s2(1)
which is a subsidiary or holding company of the listed
company or a subddiary of the lised company's holding
company; or
which is disclosed in the liged company's financial
Satements in accordance with sections 129 (1) and (2) of the
CompaniesOrdinance.

2. Interests of a director or a "chief executive' extend to include DIOs31

interestsheld by:

hisor her spouse;
children under theageof 18; and

their repective controlled companies (with control of
management or one third of the voting rights, either directly
or indirectly through another corporation inwhich they
control onethird of the voting rights).

Thiswill include a director'sinterest under a discretionary trust
which holdsinterestsin equity or debt securities of the company.

3. For these purposes, a shadow director is deemed a director. " Shadow DIO s29(6)
director" means a person in accordance with whose directions or DIOs2(1)
ingtructionsthe directors of a company are accustomed to act.

4. The HKSE requiresthat any statement showing such interests of GR 1857
directors and chief executives should set out the total number or
amount of such securitiesin which each director and chief executive
isinterested, asrecorded in the company'sregigter of interests, and
then separately digtinguish such interests between four categoriesas
follows:
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Ref.

Requirement

Source

5.

personal interests- namdly those beneficial interestsin
securitieswhich are registered in the name of the director or
chief executive or a nomineewho holds the securities on his
behalf and to hisorder (eg. a street name), including interests
in securities which he has contracted to purchase;

family interests- namdly those interestsin securitieswhich a
director or chief executiveis deemed or taken to have under
the SDIO with respect to securities in which his spouse or his
children under the age of 18 yearsareinterested;

corporate interests - namdy those interests in  securities
which a director or chief executive is deemed or taken to
have under the SDIO with respect to the interests of a
corporation where he is dther entitted to exercise (or is
taken under the SDIO to be able to exercise) or control the
exercise of one third or more of the voting power in general
meetings of that corporation or where the corporation or its
directors are accusomed to act in accordance with his
directions or ingtructions; and

other interests- namely those interestsin securities recorded
intheregister of interests which do not fall within one of the
above categories. Thiswould include, by way of example,
those interestswhich a director or chief executive is deemed

or taken to have under the SD1O with respect to optionswhich
entitlea director or chief executive to call for the delivery of
securitiesor to acquire an interest in securitiesand any
interests in securitieswhich arise asa result of the director or
chief executive being a beneficiary or trustee of atrust (and
which are not included as personal interests).

In the case of 'corporate’ and 'other' interests, a note setting out the
nature of such interests should be provided to assst shareholders and
investorsin understanding how theinterests arise.

Particulars should be given of the extent of any duplication which
occurs, between theinterests of directors, chief executives,
shareholders, their associates and substantial shareholders.

GR1857
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their respective controlled companies (with control of
management or one thir d of the voting rights of such
companies either directly or through another corporationin
which they control onethird of the voting rights); and

partiesto any agreement to acquire sharesin the relevant
share capital of the company, if (i) the agreement includes
provisonsimposing obligations or restrictions on the use,
retention or disposal of their interest and (i) any interest in
the company's sharesisin fact acquired by any of the parties
pursuant to an agreement.

2. "Notifiable interest" means an interest in sharesin the relevant
share capitd of an aggregate nomind value not lessthan 10% of the
nominal value of that rlevant share capital.

3. "Relevant share capitd” means the company's share capital of a
dass carrying voting rights at general mestings of the company.

Ref. Reguirement Source
6008 | Whereinterests arising from the holding of securities as qudifying shares are GR 1855
not disclosed pursuant to the exception alowed in GR 18.57(2), agenerd GR 1857
statement should be made to indicate that the directors hold qualifying
shares.
Note  Non-bendficial interests of directors need not be disclosed if they are GR1857(2)
holdings of qualification shares or if thereisa legally enforceable
declaration of trust in favour of the parent company of that
subsdiary, and such interest is held solely for the purpose of
ensuring that the relevant subsidiary has more than one member.
Subgtantial shareholders
6009 [ A dtatement isrequired, asat the end of the interim period, showing the GR 1855
interests as recorded in the register required to be kept under section 16(1) of GR 1858
the SDIO and the amount of such interests or, if there is no such interest
recorded in the regigter, a statement of that fact.
Notes:
1 A person's natifiable interests in shares include those of:
hisor her spouse, or any child of highers under 18; DIO0s8(1)

DIOs82)(3)

DIO s9(1)

DIOs4(2)
& s6(1)

DIO s2(1)
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Ref.

Requirement

Source

Exposure to borrowers and other specific circumstances that may require
disclosure

Notes:

1

Paragraphs 17.14 to 17.24 of the GEM Rules give guidance on
specific circumstances (see below) that may require timgly public
disclosure under the general disclosure obligation placed on
enterprises under paragraph 17.10 of the GEM Rules. If any of the
specified circumstances occur, the enterprise is required to make an
immediate public announcement.  In addition, if the circumstances
specified in paragraphs 17.14 to 17.24 continue to exis at the
enterprise’ sinterim period end, specific disclosures are required.

The specific circumstances addressed by paragraphs 17.14 to 17.24
of the GEM Rulesinclude;

advances to an entity amounting to more than 25% of the
enterprises net tangible assats and any subsequent increase
of such amount accounting for 10% or more of the
enterprise’s net tangibleassets;

financial assstance and guarantees to affiliated companies
amounting to more than 25% of the enterprise's net tangible
asss;

pledging of shares by the controlling shareholder, any initial
management  shareholder or any dgnificant shareholder to
secure debts of the enterprise, or to secure guarantees or
support other obligations of the enterprise; and

loan agreements which include conditions imposing specific
performance obligations on a controlling shareholder where
breaches of such obligations will cause a default in respect
of loans that are dgnificant to the operations of the
enterprise.

References to net tangible assets are to the aggregate of capital and
reserves (excluding minority interests and intangibles) shown in the
enterprisgs  latet  published audited  consolidated  financial
Statements.

GR17.15
GR17.16

GR17.18

GR17.19
GR17.43

GR17.20

GR17.14(2)
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Ref. Reguirement Source

Advances to an entity

6010 |[Where the enterprise has been required to make disclosure during the| GR 1855
period in respect of advances to an entity, and the circumstances giving rise | GR 17.15
to the disclosure continue to exist a the interim period, the following| GR 17.16
information (as at the period end) should be included in the interim report: GR 1717

GR17.22
a) detals of the balances;

b) the nature of events or transactions giving rise to the amounts;
) the identity of the debtor group; and
d) interest rate, repayment terms and collatera.

Note A general disclosure obligation arises where the rdevant advance
to an entity exceeds 25% of the issuer's net tangible assets The
expresson ‘rdevant advance to an entity’ refers to the aggregate of
amounts due from and all guarantees given on behalf of:

an entity;

the entity’s controlling shareholders;

the entity's subsidiaries;

the entity's affiliated companies; and

any other entity with the same controlling shareholder as the
entity in question.

Financial assistance and guaranteesto affiliated companies of the issuer

6011 |[Where the enterprise has been required to make disclosure during the| GR 1855
period in respect of financid asigtance and guarantees to affiliated | GR 17.18
companies, and the circumstances giving rise to the disclosure continue to| GR 17.24
exist at the interim period end, the annua report should include a proforma

combined baance sheat of affilisted companies as of the laest practicable
date.

Notes:

1. A general disclosure obligation arises where financial assstance
given to affiliated companies of the enterprise, and guarantees
gven for fadlities granted to affiliated companies, together in
aggregate exceed 25% of the enterprise’ s net tangible assets
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Ref. Reguirement Source
2. The proforma combined balance sheet of affiliated companies
should include sgnificant balance dheet dasdfications and date
the attributable interex of the eterprise in  the affiliated
companies. In cases where it is not practicable to prepare the
proforma combined balance shest of affiliated companies the
Exchange, on application from the enterprisss may consder
accepting, as an adternative, a datement of the indebtedness,
contingent liabilities and capital commitments as at the end of the
period reported on by affiliated companies.
Pledaing of shares by the controlling shareholder, any initial management
shareholder or any Significant shareholder
6012 |[Where the enterprise has been required to make disclosure during the| GR 1855
period because the contralling chareholder, any initid management| GR 17.19
shareholder or any significant shareholder has pledged its interest in shares | GR 17.43
of the enterprise to secure debts of the enterprise, and the circumstances| GR 17.23

continue to exist at the date of the interim report, the following disclosures
should be made in the interim report:

a) the number and class of shares pledged;

b) the amount of debts, guarantees or other support for which the
pledge is made;

) in the case of an initid management shareholder or a significant

shareholder, details of any disposd or planned disposd of shares,
and

d) any other details that are considered necessary for an understanding
of the arrangements.

Note A general disclosure obligation arises where the controlling
shareholder, any initial management shareholder or any sgnificant
shareholder of the enterprise has pledged its interest in shares of
the enterpriss to secure debts of the enterprise or to secure
guarantees or support other obligations of the enterprise.
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Ref.

Requirement

Source

6013

6014

Loan agreementsimposing specific performance on contralling
shareholder

Where the enterprise has been required to make disclosure during the
period in respect of loan agreements with covenants reating to specific
peformance of the controlling shareholder, and breaches of such
obligations will cause a default in respect of loans that are significant to the
enterprise, and the circumstances continue to exist a the date of the interim
report, the following disclosures should be made in the interim report:

a) the aggregate levd of the fadilities that may be affected by such a
breech;

b) thelife of the facility; and
) the specific obligation imposed on any controlling shareholder.

Note: A general disclosure obligation arises where the enterprise (or any
of its subddiaries) has entered into a loan agreement that includes
a condition imposng <specific performance obligations on any
contralling shareholder (eg. a requirement to maintain a specified
minimum holding in the share capital of the issuer), and breach of
such obligation will cause a default in respect of loans that are
dgnificant to the operations of the enterprise.

Breaches of loan agreements —general

If disclosure has been required during the period of a breach of terms of a
loan agreement by the enterprise, and the circumstances continue to exist at
the date of the interim report, disclosure of the circumstances is aso
required in the interim report.

Note: A general disclosure obligation arises where there is a breach of
the terms of loan agreements by the enterprise for loans which are
significant to the operations of the enterprise, such that the lenders
may demand immediate repayment of the loans and where the
lenders have not issued a waiver in respect of the breach.

GR 1855
GR 17.20
GR17.23

GR 1855
GR17.21
GR17.23
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" Characterigtics of The Growth Enterprise Market (GEM) of The Stock
Exchange of Hong Kong Limited (the Exchange)

GEM has been established as a market designed to accommodate
companies to which a high investment risk may be attached. In particular,
companies may lis on GEM with neither a track record of profitability nor
any obligation to forecast future profitability. Furthermore, there may be
risksarising out of the emerging nature of companieslisted on GEM and
the business sectors or countriesin which the companies operate.
Prospective investors should be aware of the potential risks of investing in
such companies and should make the decision to invest only after dueand
careful consideration. The greater risk profile and other characteristics of
GEM mean that it isa market more sited to professonal and other
sophidticated investors.

Given the emerging nature of companies listed on GEM, thereis a risk that
securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no assurance is
given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication
on the internet website operated by the Exchange. Listed companiesare
not generally required to issue paid announcementsin gazetted
newspapers. Accordingly, prospective investors should note that they need
to have access to the GEM website in order to obtain up-to-date
information on GEM-listed issuers.”

Ref. Reguirement Source
Other information

6015 [ The enterprise should disclose particulars of any purchase, saeor GR 1855
redemption by theissuer or any of its subsidiaries, of itslisted securities GR 1850
during the relevant period, or make an gppropriate negetive statement. GR 18.66

6016 | Eachinterim report should contain, in a prominent position and in bold GR 1855 Note 4
type, astatement about the characteristics of GEM, asfollows: GR2.20
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Ref. Reguirement Source
6017 [ The enterprise should provide an explanatory statement relating to the GR 1855
activities of the enterprise and profit (or loss) during the relevant period GR 1859

which must include any significant information enabling investors to make
an informed assessment of the trend of the activities and profit (or loss) of
the enterprise together with an indication of any specid factor which has
influenced those activities and the prdfit (or loss) during the period in
question, and enable a comparison to be made with the corresponding
period of the preceding financia year and must dso, asfar aspossible,
refer to the prospects of the enterprisein the current financial year.

6018 [ The enterprise should disclose any supplementary information which, in| GR 1855
the opinion of the directors, is necessary for a reasonable appreciation of | GR 18.61
the resutsfor the relevant period.

6019 [In the case of the haf-year report of an enterprise for the financia year in | GR 1855
which its securities are firg admitted to listing on GEM (where the haf-| GR 18.62
year end in question follows listing) and the haf-year reports for the 2
financia years theredfter, a detailed statement by the directors is required
as to the progress of the enterprise by comparison of actual business
progress to the information provided in the staement of business
objectives (as s¢ out in the lising document) for the equivaent period,
together with an explanation of any materid differences (including as to its
use of proceeds, asindicated in the listing document).

Note: Thisruleisnot applicable to the quarterly reports of the enterprise.

6020 | Information as to the interests (if any) of the Sponsor and its directors,| GR 1855
employees and associates, as notified to the enterprise pursuant to| GR 1863
paragraph 6.36 of the GEM Rules and al directors and management
shareholders of the issuer and their respective associates.

6021 | Each hdf-year and quarterly report must state where or not the information | GR 1855
provided therein has been audited (and if so, must set out a copy of the | GR 1864
auditors report thereon). In the event that any auditors report thereon (if
any) has been qudified or modified, detals of such qudification or
modification must be st out in the hdfyear or quarterly report, as
appropriate.
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ILLUSTRATIVE QUESTIONS THE AUDIT COMMITTEE MIGHT AS DURING THEIR REVIEW
OF AN INTERIM FINANCIAL REPORT

Note  The quedtions st out below are intended to illudrate the type of enquiries that the audit committee might
make in carrying out their review of an interim financial report. While many of these quettions will be
widdy applicable, the audit committee will need to be satidfied that its review is properly focussed on the
issues which are o particular relevance to the enterprisg’s interim financial report.  Accordingly, these
illustrative questions do not provide a comprehensve framework for a review by the audit committee of
an interimfinancial report.

General
p How do the interim results compare with budget? What are the reasons for any variances?

b What are the contributions to turnover and operating results from the key segments of the business? Are
any operating segments contributing aloss?

About the appropriateness and consistent application of significant accounting policies

b Do the accounting policies adopted for the interim period comply with applicable Accounting Standards?

b Has the interim financid report been prepared based on the same accounting policies as were applied in the
preparation of the last annual financia statements (or, for a newly listed enterprise, in its prospectus)
except for accounting policy changes made that are to be reflected in the next annud financid statements?

b Have there been any dgnificant changes in gpplicable Accounting Standards during the period or new
Interpretations which will be applicable for the next annud financial datements and which, therefore,
should be adopted for the interim period?

About judgemental issues and accounting estimates

b Have measurements for interim reporting purposes been made on a year-to-date basis? Has there been any
anticipation or deferral of revenue/costs at the interim reporting date that would not be appropriate a the
end of the financid year?
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Wha are the dgnificant accounting estimates based on judgement which have been made in preparing the
interim financia report? For example, provisons for doubtful debts and inventory obsolescence and for
warranties and accruds? Have those esimates been made based on assumptions that are reasonable and
appropriate?

How does the provison for doubtful receivables compare with the prior year's provison and the levd of
recavables? What is the average age of accounts receivable compared with a year ago, and how is the
change explained? Is the company following an agppropriate credit policy? Are there large individud
amounts where callectibility is in question? Have receivables been discounted or pledged? Are there
receivables from officers or other management employees?

Were any dgnificant writedowns made? Generdly, what steps have been teken to establish that
inventories do not include obsolete or excess items for which provison is required?

What is the basis of vduaion of the enterprise’'s investments in securities? Has there been any impairment
in vaue for which a loss should be recognised? Have there been any movements during the period which
would require a re-examination of the classification of any investments?

Isthe enterprise’ s policy regarding amortisation of intangible assats redlistic?

For property, plant and equipment accounted for on a cost basis, has there been any imparment in vaue
for which aloss should be recognised? Are the rates of depreciation adopted by the enterprise reasonable?

Have up-to-date valuations been obtained for property, plant and equipment accounted for on a revauation
basis and for the enterprises investment properties? If not, have the vauations adopted at the previous
annua reporting date been reconsdered to ensure that there is no indication of sgnificant fluctuations in
market value that should be accounted for in the interim period?
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b

How does the book vaue of the enterprise's investments in overseas enterprises compare with cost? What
is the total amount a risk when intercompany receivables and temporary advances are consdered? How
does the enterprise effectively hedge its exposure?

Has the provison for income taxes for the interim period been estimated on a reasonable and appropriate
bess? What is the status of income taxes for prior periods, such as open years and items in dispute? Does
the accrual for income taxes appear to be adequate to cover possible assessments upon examination by the
Inland Revenue Department?

Have appropriate steps been taken to measure contingencies in regpect of which provison may be required
inthefinancia statements?

Have assets been reviewed for impairment and, if indicated, have impairment write downs been made?

About the adequacy and under standability of disclosures

b

Have dl disclosures been made in accordance with the requirements of the Ligsing Rules and SSAP 25
Interim Financial Reporting?

Does the Management Discusson and Andyss included in the inteim report include significant
information needed for investors to make an informed assessment of the trend of the enterprise's activities
and profit or loss? Does it identify and explain any specid factors that have influenced the enterprise’'s
activities and its results during the period? Does it provide a comparison with the corresponding period of
the preceding financid year and give, as far as possble, an indication of the enterprise’s prospects for the
current financia year?

Have any dgnificant changes in accounting policies, including those required by an Accounting Standard,
been properly disclosed together with the reasons for the change in accounting policy?

Have dl relevant items been properly disclosed in the primary statements?
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b

b

Have significant acquisitions or digposals of subgidiaries, asociates, and joint ventures been disclosed?

Were there any important transactions with related parties and have they been adequately disclosed?

Are other enterprisesin our industry giving more or lessinformation than we are planning to give?

Are assertions made or implied in the interim report as to the likelihood of the enterprise continuing as a
going concern in the ensuing financid year appropriate in the light of key financid ratios, reationships

with finance providers and the enterprise's prospects generdly?

Has the enterprise complied with finance relaed debt covenants, or have waivers been required? Have dl
significant restrictions been disclosed?

Arethere any contingencies of alegd or other nature which reguire disclosure?
Has the enterprise made any unusua commitments which require disclosure?
Does the enterprise have any exposures arising from environmenta regulations which require disclosure?

Generally, is any supplementary information necessary for a reasonable appreciation of the interim results?

About inconsistencieswithin theinterim report

b

Is the description of the group’s performance in the Management Discusson and Andysis consisgtent with
the view given by the interim financial information?

About material, nonrecurring itemswhich may be considered unusual

b

Are there any materid unusua items reflected in the operating results for the period? Have they been
properly disclosed?
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About any concernsof theauditors

p If the interim financia report has been subject to review by the auditors, have the auditors expressed any
disagreements with the directors as to accounting, auditing or reporting matters?

About other matters
p Does the reporting enterprise have any significant off -baance sheet financing arrangements?

p Does the reporting enterprise have any exposures arising from its use of complex financia instruments?
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INTERNATIONAL COMPARISON

Thissection provides abrief summary of the requirements for interim reporting in other accounting regimes.
International Accounting Standards

Under International Accounting Standards, interim reports are dedt with in IAS 34 Interim Financial Reporting

IAS 34 does not mandate which enterprises shoud publish interim financia reports, how frequently or how soon
dter the end of an interim period they should be issued. Such matters will be decided by locd regulators.
However, the International Accounting Standards Committee encourages publicly-traded enterprises to provide
interim financial reports that conform to the recognition, measurement and disclosure principles set out in 1AS 34,
a least as of the end of the first haf of their financia year, such reports being made available not later than 60
days after the end of the interim period. Where an interim report describes it is prepared in compliance with IAS
then it must comply with IAS 34 and al other applicable standards and Interpretations.

For practical purposes, the requirements of IAS 34 as regards disclosure and measurement rules are identicd to
the contents of Hong Kong's SSAP 25 as discussed e sawherein this publication.

Peoples Republic of China (PRC)

There ae no exising PRC accounting standards specificaly deding with interim  reporting, other than an
exposure draft on interim reporting issued in 1999. That Exposure Draft is based on the IAS 34 and is expected to
be issued by the end of 2000. The Exposure Draft recommends the incdluson of a baance shedt, income statement
and cash flow statement in the interim report, together with comparative figures. Under the Exposure Draft, the
genera recognition and measurement principles are the same as those specified in IAS 34 (i.e. the same as those
specified in Hong Kong's SSAP25).

All PRC enterprises are required to file various quarterly and monthly statements with their investors, locad tax
authorities, loca finance bureaux and relevant administrative departments, as gppropriate. Listed enterprises are
required by the listing regulations to make more extensve disclosures.  The liing regulations require a listed
enterprise to file its interim report within 60 days after the end of the first haf year. The disclosure requirements
for alisted enterpriseinclude:
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abdance sheet and an income statement with comparative figures;
financia ratios such as earnings per share, net assets per share and net assets return rate;

significant contracts (such as guarantees and collaerals) and litigation or, if there are no such contracts or
litigation, a statement of that fact;

the names of shareholders having an interes of 5% or more in the liged enterprise and any movements in
such shareholdings.  If the number of shareholders having an interest of 5% or more in the listed enterprise is
less than ten, the ten largest shareholders should be disclosed;

details of any subsdiary excluded from the consolidated interim financid statements, including the reason for
such exclusion, the name of the subsidiary, itstota assets, net assets and net profits;

segment information for segments of which the turnover represents 10% or more of thetotal turnover; and
significant related party transactions.
Under theligting regulations, an audited interim report is required in the following circumstances:
the listed enterprise has suffered losses for two consecutive years;
the listed enterprise intends to make arights issue of shares in the second haf yeer;
aninterim dividend policy or capitalisation issue is planned to be implemented in the second half year; or
other matters stipulated by the China Securities Regulatory Commission or the relevant stock exchange.
If there is an audit qudification or an explanatory paragraph in the auditors report, this fact should be disclosed in

the interim report. If an audited interim report is required, a cash flow statement for the current six-month period
should be prepared.
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United Kingdom

In the United Kingdom, the requirement to prepare an interim report is set out in the Listing Rules of the London
Stock Exchange. The requirement to report is therefore limited to lised companies (whether on the Main Board or
the Alternative Investment Market).

Listed companies are required to prepare a hdf-yearly report on their activities and profit or loss for the first six
months of each financid year. The interim report must be published within four months of the interim reporting
date.

The Listing Rules contained limited requirements for the content of interim reports. Disclosure is required of
headline income statement information, and of any change in the accounting policies used in the preparation of the
interim report. In addition, an explanatory statement is required which includes:

any dgnificant information enabling investors to make an informed assessment of the trend of the group's
activities and profit or loss;

an indication of any specid factors that have influenced those activities and the profit or loss during the
period,;

enough information to enable a comparison to be made with the corresponding period of the preceding
financia year; and

so far as possible, areference to the group's prospectsin the current financia year.

The Ligting Rules do not require thet interim reports be audited, but auditors are frequently asked by the directors
to review the financia information before it is published. Where such a review is carried out, the auditors report
isrequired to be reproduced in full.

Best practice in interim reporting has advanced beyond the requirements of the Listing Rules. In response to the
move towards increased transparency in reporting by lised companies, the Accounting Standards Board has
developed a Statement on Interim Reporting. That Statement is a statement of best practice and compliance is not
mendetory .
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INTERNATIONAL COMPARISON

The Statement on Interim Reporting recommends the incluson of a summarised profit and loss account, balance
sheet, statement of tota recognised gains and losses, and cash flow statement in the interim report. The Statement
specifies the minimum headings required. The Statement on Interim Reporting dso recommends the inclusion of
explanatory notes similar to those specified by Hong Kong's SSAP 25.

Messurement rules specified by the Statement on Interim Reporting are generdly consistent with those
established in Hong Kong's SSAP 25.

United States

APB Opinion 28 Interim Financial Reporting (APB 28) sets out the principles of accounting measurement that
should be applied in interim financia reporting and prescribes certain disclosures that should be made in interim
financial reports.

In addition, the Securities and Exchange Commisson (SEC) has issued specific rules for the presentation of
interim financid information for a public enterprise that issues condensed interim financia datements in Form
10-Q, the quarterly report for domestic registrants. Form 10-Q is required to be filed within 45 days after each of
thefirst threefiscal quarters of each fiscal year. No report need befiled for the fourth quarter of the fiscal year.

Foreign issuers that file annual reports on Form 20-F are not required to file quarterly reports on Form 10-Q.
Rather, such issuers must submit Form 6K reports containing information made public pursuant to foreign law,
stock exchange regulaions or distributed to security holders.

In generd, APB 28 requires the results for each interim period to be based on the accounting principles and
practices used by an enterprise in the preparation of its latest annua financial statements, unless a change in an
accounting practice or policy has been adopted in the current year. However, it aso requires that certain
modifications should be made to those policies a interim reporting dates so that the reported results for the
interim period may better relate to the results of operations for the annua period. Modifications to the application
of accounting policies at an interim reporting date include:
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APPENDIX IV

the deferrd of purchase price variances and volume or corporate cost variances that are expected to be
absorbed by the year-end;

the accrual or deferrd of costs that clearly benefit two or more periods; and

non-recognition of inventory losses from temporary market downturns a the interim reporting date if no loss
isexpected to beincurred in the fiscal year

While APB 28 does not specify the components of an interim financia report, it does require certain disclosures
for publicly traded companies.

SEC Regulation SX requires the presentation of a condensed interim baance shedt, income datement, and
satement of cash flons. Detalled footnote disclosures and Regulaion SX schedules are not required.  However,
disclosures should be sufficiently detailed such that the information presented is not mideading.

In the past, form 10-Q financid information was not required to be audited or reviewed by an independent
accountant. In December 1999, the SEC Rules were amended to require thet, prior to filing, interim financia
statements included in quarterly reports on Form 10-Q, for quarters ending on or after March 15, 2000, should be
reviewed by an independent public accountant.
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About Déeloitte Touche Tohmatsu

Deloitte Touche Tohmasu is one of the worlds leading professond services firms, ddivering world-class
assurance and advisory, tax, and consulting services throughits national practices.

Nearly 90,000 people in over 130 countries serve nearly onefifth of the world's largest companies as well as large
national enterprises, public institutions, and successful fas:-growing companies.  Our internationaly experienced
professionas drive to deliver seamless, consstent services wherever our clients operate.  Our mission is to help
our clients and our people excdl.

In the Ada Pacific region, Ddoitte Touche Tohmatsu has a network of more than 18,500 people in 24 countries
throughout the region, stretching from New Zedand to the People's Republic of China, and from Guam to Pakistan.

Our offices are srategicaly placed, and provide our clients with the right combinaion of internationa and loca
expertise.  Our strength in the Asa Pecific region is anchored by Tohmatsu & Co, the leading auditing and accounting

practice in Japan, and by our practicesin every mgjor business centre.
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