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RESULTS

The directors of Playmates Holdings Limited (“the Company”) are pleased to present the unaudited condense
consolidated results of the Company and its subsidiaries (“the Group”) for the six months ended 30 June 200
(“the period”) as follows:

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT
For the six months ended 30 June 2004

Unaudited
Six months ended 30 June
2004 2004 2003
Note US$'000 HK$'000 HK$'000
(Note 6)
Turnover 1 55,982 436,658 277,366
Cost of sales (25,543) (199,232) (129,289)
Gross profit 30,439 237,426 148,077
Operating expenses
Marketing (12,027) (93,811) (58,343)
Selling, distribution and administration (12,609) (98,351) (76,714)
Operating profit 5,803 45,264 13,020
Non-operating income/(expenses)
Interest expense and bank charges (648) (5,052) (7,392)
Other revenues 403 3,144 1,631
Net (loss)/gain on other investments (163) (1,274) 9,402

5,395 42,082 16,661

Share of profits less losses of associated companies (261) (2,034) (4,069)
Profit before taxation 2 5,134 40,048 12,592
Taxation 3 (363) (2,837) (2,681)
Profit attributable to shareholders 4,771 37,211 9,911
Dividend 4 4,001 31,205 12,425

US cents HK cents HK cents

Earnings per share 5
Basic 0.31 2.40 0.81

Diluted 0.30 2.37 0.76




NOTES TO THE CONDENSED INTERIM ACCOUNTS

1 Segment information
The Group is principally engaged in the design, development, marketing and distribution of toys and family entertainment
activity products, and property investment and management.

Business segments
An analysis of the Group’s revenue and results for the period by business segments is as follows:

Six months ended 30 June 2004
Property
investment and
Toys management Eliminations Group
HK$’'000 HK$'000 HK$'000 HK$'000

Revenue
Turnover 421,791 14,867 - 436,658
Inter-segment revenu@ote iii) - 284 (284) -
421,791 15,151 (284) 436,658
Results
Segment results 40,385 9,758 - 50,143
Inter-segment transactions (284) 284 - -
40,101 10,042 - 50,143
Unallocated costs (4,879)
Operating profit 45,264
Six months ended 30 June 2003
Property
investment and
Toys management Eliminations Group
HK$'000 HK$’000 HK$’000 HK$’000
Revenue
Turnover 260,473 16,893 - 277,366
Inter-segment revenu@ote iii) - 506 (506) -
260,473 17,399 (506) 277,366
Results
Segment results 4,523 12,803 - 17,326
Inter-segment transactions (506) 506 - -
4,017 13,309 - 17,326
Unallocated costs (4,306)
Operating profit 13,020
Notes:

(i) Toysbusiness refers to the design, development, marketing and distribution of toys and family entertainment activity
products.

(i) Property investment and managemenbusiness refers to the leasing of office, industrial and residential premises
to generate rental income, and the provision of property management services.

(iii) Inter-segment revenue eliminated on consolidation represents inter-company rental charges on properties owned b
the Group. Inter-segment transactions are conducted at arm’s length.

(iv) The Group’s associated companies are engaged mainly in toys business. The Group’s share of net loss after taxatic
of associated companies for the period amounted to HK$2,034,000 (2003: HK$4,069,000), which has not been
included in the segment results shown above.



Geographical segments

An analysis of the Group’s turnover and segment results for the period by geographical segments is as follows:

Turnover Segment results
Six months ended Six months ended
30 June 30 June
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$’'000
America
- USA 307,574 219,248 20,318 117
— Others 17,758 6,758 2,218 850
Europe 78,595 24,139 14,551 2,473
Asia Pacific 31,559 26,549 12,844 13,847
Others 1,172 672 212 39

436,658 277,366 50,143 17,326

Profit before taxation
Profit before taxation is stated after charging and crediting the following:

Six months ended

30 June
2004 2003
HK$'000 HK$'000
Charging:
Cost of inventories sold 171,766 100,505
Staff costs 32,900 30,409
Amortisation of goodwill 485 485
Depreciation of fixed assets 12,287 13,747
Loss on disposal of fixed assets 506 -
Crediting:
Interest income from bank deposits 1,680 1,075
Dividend income from other investments 1,464 556
Taxation

Hong Kong profits tax has been provided at the rate of 17.5% (2003: 17.5%) on the estimated assessable profit for th
period. Overseas taxation is provided on the profits/losses of the overseas subsidiaries in accordance with the tax laws «
the countries in which these entities operate.

The taxation charge/(credit) in the condensed consolidated profit and loss account comprises:
Six months ended
30 June

2004 2003
HK$'000 HK$'000

Current taxation

Hong Kong profits tax 742 371
Overseas taxation 1,270 -
Over-provision in prior years - (108)
2,012 263

Deferred taxation
Origination and reversal of temporary differences 825 1,386
Deferred taxation resulting from an increase in tax rate - 1,032
825 2,418
2,837 2,681

Dividend

At a meeting held on 6 August 2004, the directors declared an interim dividend of HK cents 2 (2003: HK cent 1) per
share for the year ending 31 December 2004 to be paid on 6 September 2004 to shareholders on the Company’s Regist
of Members on 30 August 2004. This proposed dividend is not reflected as a dividend payable in these condense
accounts, but will be reflected as an appropriation of retained earnings for the year ending 31 December 2004.



5 Earnings per share
The calculations of basic and diluted earnings per share are based on the following data:

Six months ended

30 June
2004 2003
HK$'000 HK$’'000
Profit attributable to shareholders for the purpose of
calculating basic and diluted earnings per share 37,211 9,911

Number of shares

Weighted average number of ordinary shares for the purpose of
calculating basic earnings per share 1,553,168,000 1,217,863,000

Number of potential ordinary shares issuable under share options and warrants 16,684,000 90,136,000

Weighted average number of ordinary shares for the purpose of
calculating diluted earnings per share 1,569,852,000 1,307,999,000

6 US dollar equivalents
These are shown for reference only and have been arrived at based on the exchange rate of HK$7.8 to US$1 ruling at :
June 2004.

MANAGEMENT DISCUSSION AND ANALYSIS

Performance Highlights

: L 2004 2003 | Percentage
For the six months ended 30 June HK$'000 | HK$'000 changg
Turnover 436,658 277,366 + 57%
Gross profit 237,426 148,077 + 60%
Operating profit 45,264 13,020 + 248%
Profit attributable to shareholders 37,211 9,911 + 275%
Earnings per share HK cents HK cent
— Basic 2.40 0.81
— Diluted 2.37 0.76

Property Rental and Management

Income from property rental and management (before inter-segment revenue elimination) for the period amounte
to HK$15,151,000, compared to HK$17,399,000 a year ago, representing a drop of about 13%. The decrease w
mainly attributable to the difficulty in securing tenants to replace expired leases during the immediate post-SARS
period in the second half of 2003. As the local economy recovers, leasing activities are expected to become mol
active. The Group is cautiously optimistic that rental and related income will improve during the balance of the
year. As at the end of the period, the overall occupancy rate was 91% versus 88% on 31 December 200:
Management maintains the view that the property investment and management business will continue to provide
steady income to augment the core business of the Group.

Playmates Toys Overview

Income from toy sales was HK$421,791,000, or an increase of 62% compared to HK$260,473,000 a year agc
Playmates Toys’ disciplined brand building and focused marketing strategies resulted in major increases in sale:
gross margin and operating profit. All core brands contributed to this strong performance as the Group continue«
to build a balanced portfolio of proprietary and licensed entertainment properties and expand worldwide distribution.
At the end of the first half of 2004, Playmates Toys is well positioned to achieve its full year objectives.

Of particular note during the first half were the increases in both gross margin and operating profit. Gross margir
has consistently improved over the past two years, primarily due to significant efficiency gains in the product
development function. The increase in operating profit reflects the Group’s ability to more fully leverage the low
overhead operating model adopted in 2002.

International sales growth is attributable to the continued success Bééhage Mutant Ninja Turtle$ (“Turtles”)

brand, and the strong performance of the other core brands.3pethdee€zandDisney Princesslaunched in
important markets during the first half. International sales increased by 177% over the same period last year an
accounted for 27% of Playmates Toys’ turnover during the period. With strong first half results and a healthy
order position at mid year, international sales are on track to achieve the planned full year growth target.



Teenage Mutant Ninja Turtles®

In the second full year of distribution, and despite vigorous competition in the action figure categdiyrtithe

brand continues to grow and consistently ranks among the top three best selling brands in the male action catego
in the U.S. and major international markets including Canada, the U.K., France, and AuFBtralés. worldwide

sales increased by 79% over the same period last year. By the end of thEuyies,distribution will expand to

over 45 countries.

U.S. Turtles sales growth was propelled by the Group’s comprehensive marketing and promotional support and
by the Monday through Friday broadcast of the animated television series Gartomn Network"&©, A total

of 104 episodes of the series are now completed or in production. This production commitment will deliver a
steady stream of new episodes for both H@X Bo¥ Saturday morning an@artoon Network™&© weekday
broadcasts throughout 2004 and 2005.

This fall, Turtles will be one of the lead boys’ properties to premierMajesco’snew Game Bo§ Advance
Vided" entertainment system. With a U.S. installed base of over 20 million unitsGamee Bo§ Advance
Vided™ platform will expose even more kids fartles and will enable fans to watch their favoriterties
animation whenever and wherever they wish. Negotiations are continuing fudts episodes to the library of
television series available for use on other portable entertainment platforms.

Worldwide, the non-toy license program has grown to 113 licensees and continues to expamtiésslistribution

grows. During the first half and continuing for the balance of the year, the Group, in concert with other non-toy
Turtles’ licensees, will promote the brand through extensive, multi-layered marketing, including television
advertising, retail promotions, on-air and on-line events.

The Group’sTurtles toy line has substantially expanded from last year in every key product segment: basic
figures, special feature figures, vehicles, playsets, and role play accessories. Strong customer support is reflect
in expanded retail presence. Fall retail shelf space for the brand is planned to substantially increase over the sar
period last year.

With continuous television advertising during the fall season, an expanded product offering, enhanced programmin
coverage, increased retail presence and targeted marketing efforts from a wide range of promotional and licensir
partners, th&urtles brand is well positioned for continued growth in the years ahead.

Speedee?

Sales of theSpeedeézbrand during the first half increased 169% over the same period last year. The sustained
focus by Playmates Toys on design innovation, packaging creativity, distribution expansion and the continuec
communication of the unique attributes of the patefiedbo Balltechnology successfully overcame competition

and establishe8&peede€zas the leading brand in the highly competitive micro scale vehicle business.

Speedeézinternational distribution is expanding to over 25 countries including Spain, Italy, and Latin America.
Playmates Toys recently acquired license rights fBIviW to launch aMini Cooper Splayset which will anchor

the marketing efforts of distributors in all major international markets this fall. It is expected that this universally
recognized vehicle will replicate the success of thenmer H2playset in the U.S. in 2003.

Disney®

Playmates Toys' continued focus on a select few, well defined product lines withighey® Princessbrand
delivered sales gains in the first half of 56% over the same period last year. In its third yédit]eéherincess

doll assortment remains the best selling large doll in the U.S. The assortment was extended, at a higher rets
price, through the introduction of thattle Princess Color Changeollection. The ability to launch an extension

to thelLittle Princesssegment at a price premium to the original product offering is testament to the continued
strength and long term growth potential of tbissney’ Princessfranchise. During 200Disney Princessdolls

will be introduced in all major European markets and a total of over 25 countries worldwide.

A new My Baby Princesdine will be launched this fall. This large doll assortment is the first time that the
Classic Princessebave been interpreted as babies and reflects Playmates Toys’ close and collaborative working
relationship withDisney Consumer Product8rand expansion will continue in 2005 when the Group will
introduce a new scale and positioning strategy forGhessic Princessethrough the introduction of theNorld

of Cinderelld segment.

Waterbabies®

A 56% increase in sales during the first half over the same period last year set the stage for a promotiona
renewal for this 15 year brand this fall. This sales growth was led by improved performance of tBeveete
Cuddler® line and the licensellvaterbabie$ segment, the latter benefiting from the continued popularity of
Care Bearg“&©,

A new Wiggly Giggly Waterbabi€sassortment will be television advertised this fall. These dolls will be the first
Waterbabie8 to be promoted on television in many years. Previous experience suggests that sales for the entir
brand can be expected to benefit from this advertising effort Wikgly Giggly Waterbabiéscampaign will also
spearhead the launch of tiéaterbabie§ brand in Latin America.



In spring 2005, Playmates Toys will launch a new product segment — scMfptedbabie$ characters. The first
character to be brought to life with tWgaterbabie8 proprietary design will b&lue from Nickelodeon’s Blue’s
Clues™. Blueis the first in a collection oNickelodeorand other licensed characters to be introduced in this new
line.

Blinkies™

This fall Playmates Toys will introduc®linkies™ with an extensive promotional and comprehensive marketing
campaign.Blinkies™ is an interactive, virtual “best friend” and features a wide variety of themes and play
patterns that reflect contemporary interests of young girls. This youth electronic lifestyle product is the first such
product to feature a color interactive screen at an affordable price.

Blinkies™ is broadly supported by all major U.S. customers. Distributors in the U.K. and Canada will launch
Blinkies™ to coincide with the U.S. marketing campaign. Localization is underway in preparation for the 2005
launch ofBlinkies™ in leading non-English speaking markets.

2005 and Beyond
The Group has recently previewed its 2005 spring product lines to major customers. Both core brand extension
and new brand introductions have been well received by U.S. retailers and international distributors.

Recent entertainment licenses added to Playmates Toys’ brand portfolio inkiochéc Betty? and Delgo®.
Playmates Toys has acquired the master toy license for both properties.

Atomic Betty dolls and playsets, inspired by t@artoon Network" ¢© animated television series of the same
name will be launched in spring 2005. The series will premier in September 2004 and is being heralded a:
Cartoon Network8"4© leading new girls action franchise.

Delgd® is a computer animated feature film frdrathom Studiosa leading CGI production company in the U.S.
The movie’s cutting edge animation, compelling story and wide array of original characters will inspire a range
of action figures and related accessorigslgd® is expected to premier in the U.S. in late 2005.

The Group continues to selectively invest in new brands and entertainment licenses that offer significant potentia
for long term growth. The continued development of previously announced properties and the addgtgoof
andAtomic Betty to Playmates Toys’ portfolio are consistent with this strategy.

The 2004 first half results are further evidence of the effectiveness of the Group’s operating strategies. The bran
building fundamentals that have fueled growth during the past two years will continue to guide Playmates Toys’
efforts in the expansion of core brands and the identification of new licenses and product opportunities.

As the fall selling season begins, the Group’s distribution continues to expand both in the U.S. and internationally
Core brands continue to perform well, and key gross margin and operating profit indicators remain on target.
Additionally, progress is being made in further business expansion through the acquisition of new licenses an
the entry into new product categories for 2005 and beyond.

Liquidity and Financial Resources

The toy business is inherently seasonal in nature. Generally speaking, sales in the second half-year are mux
higher than in the first half. As a result, a disproportionately high balance of trade receivables is generated durin
the peak selling season in the second half of the year. Consistent with usual trade practices, a significant portic
of the trade receivables is collected in the final weeks of the fourth quarter and in the first quarter of the
subsequent year, resulting in a seasonal demand for working capital during the peak selling seasons. As at
June 2004, trade receivables related to toys operation were HK$114,611,000 (31 December 2003: HK$267,182,00
and inventories were HK$36,355,000 (31 December 2003: HK$29,108,000).

The property investment and management business generates a relatively steady income stream throughout t
period. Approximately 91% of the total gross floor area of the Group’s investment properties were leased out a:
at 30 June 2004. Account receivables were minimal as at the period end.

The Group’s gearing ratio, defined as total bank borrowings expressed as a percentage of total tangible assets,
30 June 2004 was 4.5% compared to 21.9% at 31 December 2003. The current ratio, calculated as the ratio
current assets to current liabilities, was 2.5 at 30 June 2004 compared to 2.1 at 31 December 2003. As at 30 Ju
2004, the Group’s cash and bank balances were HK$287,664,000 compared to HK$471,457,000 at 31 Decemb
2003.

Charges on Group Assets
As at 30 June 2004, the Group had banking facilities amounting to approximately HK$366 million (31 December
2003: HK$511 million), of which HK$58 million (31 December 2003: HK$333 million) were utilised.



The banking facilities of certain subsidiaries are secured by bank balances of HK$nil (31 December 2003:
HK$49 million), other investments of HK$nil (31 December 2003: HK$112 million) and investment properties
with aggregate net book value of HK$524 million (31 December 2003: HK$542 million) of the Group at 30 June
2004.

Contingent Liabilities
There was no material change in contingent liabilities compared to those disclosed in the most recently publishe
annual report.

Employees
As at 30 June 2004, the Group had a total of 112 employees in Hong Kong, the Mainland China and the Unite
States of America.

There was no material change in remuneration policies compared to those disclosed in the most recently publishe
annual report.

AUDIT COMMITTEE

The Audit Committee has reviewed with the management the accounting principles and practices adopted by th
Group and discussed internal controls and financial reporting matters including a review of the unaudited condense
interim accounts for the six months ended 30 June 2004.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 27 August 2004 to 30 August 2004, both days
inclusive, during which period no transfer of shares will be effected. In order to be qualified for the declared
dividend, all completed transfers accompanied by the relevant share certificates must be lodged with the Company
Branch Registrars, Abacus Share Registrars Limited at G/F., Bank of East Asia Harbour View Centre, 56 Glouceste
Road, Wanchai, Hong Kong no later than 4:00 p.m. on 26 August 2004.

DISCLOSURE OF INFORMATION ON THE WEBSITE OF THE STOCK EXCHANGE
All the information required by paragraph 46(1) to 46(6) of Appendix 16 of the Listing Rules will be published
on the Stock Exchange’s website in due course.
On behalf of the Board
Thomas CHAN Chun Hoo
Chairman
Hong Kong, 6 August 2004

As at the date hereof, the board of directors of the Company comprises the following directors:
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Non-executive Directordvr. Charles Ip Shu Wing, Mr. Tsim Tak Lur{(@eputy Chairman)

Independent Non-executive Directoidr. Allen Lee Peng Fei, Mr. Anthony Lo Kai Yiu, Mr. David Yu Hon To

* for identification purpose only



