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COSMOS MACHINERY ENTERPRISES LIMITED
AREBMEEZRR QT

(Incorporated in Hong Kong with limited liability)
(Stock Code: 118)

INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30TH JUNE, 2004
INTERIM RESULTS

The board of directors (the “Board”) of Cosmos Machinery Enterprises Limited (the “Company”) announces
that the unaudited consolidated results of the Company and its subsidiaries (the “Group”) for the six months
ended 30th June, 2004 with comparative figures for the corresponding period in 2003 are as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
Six months ended 30th June,

2004 2003
(Unaudited) (Unaudited)
Notes HK$’000 HK$°000
Turnover 2 796,029 626,074
Cost of sales (626,921) (488,363)
Gross profit 169,108 137,711
Other revenue 8,769 11,593
Distribution costs (53,857) (43,318)
Administrative expenses (88,348) (82,068)
Other operating expenses (806) (1,527)
Allowance for bad and doubtful debts (3,000) -
Profit from operations 3 31,866 22,391
Finance costs (9,243) (9,154)
Investment income 340 524
Gain on disposal of subsidiaries 3,303 1,184
Release of negative goodwill of an associate - 1,103
Share of results of associates 12,469 6,122
Profit before taxation 38,735 22,170
Taxation 4 7,529 4,619
Profit before minority interests 31,206 17,551
Minority interests 9,656 10,125
Net profit for the period 21,550 7,426
Earnings per share — basic 5 3.36 cents 1.16 cents
Notes:
1. Significant accounting policies
The unaudited condensed consolidated interim financial statements of the Group have been prepared in accordance with
the applicable disclosure requirements of Appendix 16 to the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited and Statement of Standard Accounting Practice (“SSAP”) no. 25 “Interim financial
reporting” issued by the Hong Kong Society of Accountants. The accounting policies and basis of preparation adopted are
consistent with those followed in the preparation of the Group’s annual financial statements for the year ended 31st
December, 2003.
2. Segmental information

For management purposes, the Group is currently organised into the following divisions. These divisions are the basis on
which the Group reports its primary segment information. An analysis of the Group’s revenue and contribution to
operating results by business segment is presented below:

Six months ended 30th June, 2004

Plastic Printed
Industrial processing Audio circuit Other
consumables products Machinery products boards operations  Eliminations  Consolidated

HK$’000 HK$’000 HKS$000 HKS$’000 HK$’000 HK$’000 HKS$000 HK$’000
TURNOVER
External sales 132,591 132,850 330,272 40,551 159,765 - - 796,029
Inter-segment sales 2975 7,852 7,826 6 - - (18,659) -
Total revenue 135,566 140,702 338,098 40,557 159,765 - (18,659) 796,029
Inter-segment sales are charged at prevailing market rates
RESULT
Segment result 6,543 11,748 22,049 (8,945) 5,870 608 2,438 40,311
Unallocated corporate expenses (8,445)
Profit from operations 31,866
Finance costs (9,243)
Investment income 340
Gain on disposal of subsidiaries 3,303
Share of results of associates 12,469
Profit before taxation 38,735
Six months ended 30th June, 2003

Plastic Printed
Industrial processing Audio circuit Other
consumables products Machinery products boards perations  Eliminati Consolidated

HKS$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
TURNOVER
External sales 117,539 99,927 266,607 29,882 112,119 - - 626,074
Inter-segment sales 2,548 4,057 1,393 4 - - (8,002) -
Total revenue 120,087 103,984 268,000 29,886 112,119 - (8,002) 626,074
Inter-segment sales are charged at prevailing market rates
RESULT
Segment result 6,027 3 30,435 (11,558) 6,752 397 3,020 35,076
Unallocated corporate expenses (12,685)
Profit from operations 22,391
Finance costs (9,154)
Investment income 524
Gain on disposal of subsidiaries 1,184
Share of results of associates 6,122
Release of negative goodwill

of an associate 1,103

Profit before taxation 22,170

Turnover
Six months ended 30th June,
2004 2003
HK$’000 HKS$’000
By geographical market:
Hong Kong 212,080 177,448
Other regions in the People’s Republic of China 485,002 365,227
Other Asia-Pacific countries 39,050 43,588
Europe 14,931 17,693
North America 44,966 22,118
796,029 626,074
3. Profit from operations
For the six months ended
30th June,
2004 2003
HK$’000 HKS$’000
Profit from operations has been arrived at after charging:
Depreciation and amortisation
Depreciation and amortisation on:
Owned assets 26,908 27,318
Assets held under finance leases and hire purchase contracts 1,148 3,425
Amortisation of goodwill (included in other operating expenses) 739 1,527
Loss on disposal of property, plant and equipment 1,877 514
and after crediting:
Release of negative goodwill to income (included in other revenue) 145 61

4. Taxation

For the six months ended

30th June,

2004 2003
HK$’000 HK$’000

The charge comprises:
Hong Kong Profits Tax 900 1,065
Overseas taxation 5,408 3,606
Deferred taxation - (731)
Taxation attributable to the Company and its subsidiaries 6,308 3,940
Share of tax on results of associates 1,221 679
7,529 4,619

Hong Kong Profits Tax is calculated at 17.5% (2003: 16%) on the estimated assessable profits for the period.
Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdictions.
5. Earnings per share

The calculation of the basic earnings per share for the period is based on the net profit for the period of approximately
HK$21,550,000 (2003: approximately HK$7,426,000) and on the weighted average number of shares in issue during the
period of 642,026,234 (2003: 640,848.,444).

The computation of diluted earnings per share for period ended 30th June, 2003 does not assume the exercise of options
because the exercise price of the Company’s options was higher than the average market price of shares for the period.

Accordingly no diluted earnings per share has been calculated for period ended 30th June, 2003.
INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend in respect of the six months ended 30th June, 2004
(2003: Nil).

PROPOSED BONUS ISSUE OF SHARES

The Board recommends a bonus issue of shares to the shareholders of the Company whose names appear on the
register of members of the Company on 19th October, 2004 on the basis of 1 bonus share for every 10 existing
shares held by such shareholders on 19th October, 2004. Fractional bonus shares will not be allotted to
shareholders but will be aggregated and sold, and the net proceeds therefrom will be retained for the benefit of
the Company. The bonus issue is conditional upon (a) the approval of the shareholders of the Company at an
extraordinary general meeting of the Company to be convened; and (b) the Listing Committee of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) granting or agreeing to grant the listing of and
permission to deal in the bonus shares. After fulfilment of the conditions mentioned above, the bonus shares
will be issued at par, credited as fully paid-up, and will rank pari passu in all respects with the shares then in
issue except that they will not rank for the bonus issue mentioned herein. Details of the proposed bonus issue
will be contained in a circular of the Company to be despatched to shareholders as soon as practicable.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 15th October, 2004 to 19th October, 2004 (both
dates inclusive), during which no transfer of share will be registered. In order to qualify for the proposed bonus
issue of shares, all completed and signed transfer forms for transfer of shares accompanied by the relevant
share certificate(s) must be lodged with the Company’s share registrar, Secretaries Limited at Ground Floor,
Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong not later than 4:00 p.m. on
14th October, 2004.

BUSINESS REVIEW AND PROSPECTS
Business Review

The consolidated turnover of the Group for the first half of the year was approximately HK$796,029,000,
representing an increase of approximately 27% or HK$169,955,000 over that of last year. During the period
under review, the profit from operation was approximately HK$31,866,000, the net profit attributable to
shareholders was approximately HK$21,550,000, representing a growth of nearly threefold compared with the
corresponding period last year.

Despite a more vibrant market in the first half of the year as compared with the corresponding period last year,
the operating environment was subject to constant changes caused by the surge of raw material prices, the
shortage of electricity supply in the Mainland, and the macro-economic control and adjustment policy
implemented by the PRC Government. The challenges brought about by the adverse market conditions during
the SARS outbreak, however, has enabled the management to boost the Group’s consolidated results during the
period under review by capitalizing on its awareness of crisis management and unrelenting efforts in market
expansion.




The turnover of machinery business increased by 24% or approximately HK$63,665,000. Meanwhile, the
Group invested over 10 million dollars to strengthen its integrated design capability in mechanical, electric,
hydraulics and their application in our machinery products, as well as in the marketing and promotion of
new products, including blow moulding machine, extrusion machine and CNC turret punching machine.
As a result, the profitability of the period was affected and the profit decreased by approximately 28%.
The Group will hold fast to its new development plan for the machinery business, which is expected to
gradually produce results in the near future.

As a result of the efforts to seek new customers during the difficult time last year, the turnover of plastic
business in the first half of the year grew significantly by 33% or approximately HK$32,923,000 as
compared with the corresponding period last year. Despite the fluctuations in plastic resin prices, the
business has returned to profitability.

During the period under review, the printed circuit board business maintained its growth and recorded an
increase of over 40% in turnover. The business continued to register profit despite the heavy pressure
from the rise of raw material prices. We will closely monitor the effect of the increase in raw material
prices of printed circuit boards. The Group is generally optimistic and prudent about the prospects of
printed circuit board business.

Thanks to the cost retrenchment measures, the loss of the audio products business has been reduced.
Under the redefined business plan, the turnover rose sharply by 36%, and there is a stable amount of
orders in hand for the second half of the year. We are confident that the cost retrenchment measures of
last year will help the business achieve a break-even level.

The industrial consumables segment of the trading business continued to record an increase in sales by
13%. Although the weakening of U.S. dollars has driven up the costs during the period, no corresponding
price adjustment was made in view of the intense market competition. The profit increased slightly by
9%. Our trading business will develop at a steady pace together with gradual profit growth.

Prospects

The Group anticipates that the abovementioned unfavourable factors will persist in the second half of the
year. However, the management, who has overcome the challenges brought about by the adverse
circumstances, will adhere to a people-oriented policy with emphasis on the training and recruitment of
high-calibre talents. It will pursue realistice growth and development through appropriate use of resources.
Some of the unfavourable factors at present can actually be transformed into our business opportunities. It
can be seen from the changes in the Group’s operations in the first half of the year that we are back on
track towards profitability. The management holds an optimistic view as to the results of this year.

FINANCIAL REVIEW
Liquidity and Financial Resources

The Group finances its operations with internally generated cash flow and banking facilities provided by
its bankers in Hong Kong and China. The Group’s gearing ratio as at 30th June, 2004 was 15% (31st
December, 2003: 3.8%) and the liquidity ratio was approximately 1.36 (31st December, 2003: approximately
1.29), which indicate that the Group is in sound financial position. At 30th June, 2004, shareholders’
funds were approximately HK$655,660,000, compared approximately HK$631,803,000 at 31st December,
2003.

Contingent Liabilities

30th June, 31st December,
2004 2003
HKS$’000 HK$’000

Guarantees given to financial institutions in respect of
credit facilities utilized by outsiders 6,092 6,092

Pledge of Assets

At the balance sheet date, the following assets were pledged by the Group to secure general banking
facilities:

Net book value

30th June, 31st December,

2004 2003

HK$°000 HKS$’000

Investment properties 13,500 13,500
Leasehold land and buildings 38,719 25,309
Plant and machinery 37,192 37,192
Bank deposits (Note) 5,263 13,969
94,674 89,970

Note: The bank deposits have been pledged to secure short-term bank borrowings and are therefore classified as current
assets.

Foreign Currencies and Treasury Policy

Most of the Group’s business transactions, assets and liabilities are denominated in Hong Kong Dollars,

Renminbi or United States Dollars. It is the Group’s treasury policy to manage its foreign currency

exposure whenever its financial impact is material to the Group. During the year, the Group had certain

fixed interest rate borrowings but had not engaged in any financial instruments for hedging or speculative

activities.

AUDIT COMMITTEE

The audit committee (the “Committee”) comprises the Company’s three independent non-executive directors.
The Group’s unaudited condensed consolidated financial statements for the period ended 30th June, 2004
have been reviewed by the Committee which is of the opinion that such financial statements comply with
the applicable accounting standards and requirements of the Stock Exchange and that, adequate disclosures
have been made.

EMPLOYEES AND REMUNERATION POLICY

As at 30th June, 2004, the Group has approximately 6,000 employees (2003: approximately 6,000),
remunerations were formulated in accordance with performance of employees, business development and
prevailing market conditions. Apart from in-house training programs, benefits also include schemes of
insurance, retirement and so on.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SHARES

During the six months ended 30th June, 2004, there has been no purchase, sale or redemption by the
Company or any of its subsidiaries of the Company’s listed shares.

CODE OF BEST PRACTICE

None of the directors is aware of any information that would reasonably indicate that the Company had
not been for any part of the six months ended 30th June, 2004, in compliance with the Code of Best
Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”), except that the non-executive directors and independent non-executive directors of
the Company are not appointed for specific terms but are subject to retirement by rotation and re-election
in accordance with Article 103 of the Company’s Articles of Association.

PUBLICATION OF DETAILED RESULTS ON THE STOCK EXCHANGE’S WEBSITE

The Company’s interim results 2004 containing all the information required by paragraph 46(1) to 46(6)
of Appendix 16 of the Listing Rules will be published on the website of the Stock Exchange in due
course.
DIRECTORS
As at the date hereof, the board of directors of the Company is comprised of eleven directors, of which
five are executive directors, namely Mr. Tang To, Mr. Zhao Zhuoying, Mr. Wong Yiu Ming, Mr. Yan
Wing Fai Richard and Mr. Li Tin Loi, and three are non-executive directors, namely Mr. Tang Kwan, Mr.
He Zhiqi and Mr. Kan Wai Wah and three are independent non-executive directors, namely Mr. Liang
Shangli, Mr. Yip Jeffery and Ms. Yeung Shuk Fan.
On behalf of the Board

TANG To

Chairman
Hong Kong, 23rd September, 2004

“The Company’s 2004 interim results can also be accessed at the Company’s website, www.cosmel.com.”
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