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NOTES TO THE CONDENSED FINANCIAL
STATEMENTS

CEIEE R &

FOR THE SIX MONTHS ENDED 30TH SEPTEMBER, 2003 BE_EE=—FAHA=1THINEA

BASIS OF PREPARATION

The condensed finunciul stutements huve been prepured in
accordunce with the applicuble disclosure requirements of Appendix
16 to the Rules Governiny the Listing of Securities on The Stock
Exchunye of Hony Kony Limited (the “Listing Rules”) und with
Statement of Stundurd Accounting Pructice ("SSAP”) No. 25 “Interim
Financiul Reporting” issued by the Hohy Konhy Society of
Accountunts.

PRINCIPAL ACCOUNTING POLICIES

The condensed finaunciul stutements have been prepured under the
historicul cost convention, us modified for the revaluution of certain
properties und investment in securities.

The uccountiny policies udopted ure consistent with those followed
in the prepurution of the Group’s unnhuul finunciul stutements for
the yeur ended 31st Murch, 2003, except for the udoption of SSAP
12 (Revised) “Income Tuxes”. The principul effect of the
implementution of SSAP 12 (Revised) is in relution to deferred
taxation. In previous yeurs, purtiul provision wus mude for deferred
taxation using the income statement liability method, i.e. u liubility
wdus recoyhised in respect of dll timiny differences arising, except
where those timing differences were not expected to reverse in the
foreseeuble future. SSAP 12 (Revised) requires the adoption of u
balunce sheet liubility method, whereby deferred tuxution is
recoyghised in respect of dll temporury differences between the
currying umounts of ussets and lidbilities in the finuncial stutements
and the corresponding tux buses used in the computaution of tuxution
profit, with limited exceptions. In the ubsence of uny specific
transitional requirements in SSAP 12 (Revised), the hew uccounting
policy hus been upplied retrospectively. Compurutive amounts for
2002 huve been restuted uccordingly. As u result of this change in
policy, the opening uccumuluted losses ut 1st April, 2003 have been
increused by HK$21,307,000 (1st April, 2002: HK$18,191,000). The profit
for the six months ended 30th September, 2003 hus been decreused
by HK$9,130,000 (the loss for the six months ended 30th September,
2002 hus been increused by HKS$2,167,000).
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TURNOVER AND SEGMENTAL INFORMATION 3. EEBERSE ﬁﬂﬁl

The segment informution of Puul Y. - ITC Construction Holdings Limited BEREREZEEAERAA([REREDR

(“Paul Y. - ITC") hus been included ufter Puul Y. - ITC becume u —EE_F+_AKAKRRRZHEBRARE

subsidiary of the Compuny in December 2002. REZEHEZPBEHNCBEEEAEB Z2KEB
W °

Business segments Ep

For munuygement purposes, the Group’s operations ure currently
orgunised info six operuting divisions hamely building construction,
civil enygineeriny, speciulist works, construction muterials, property
leusing, und investment und finunce. These divisions ure the busis
oh which the Group reports its primary segment information.
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Anulyses of the Group’s furnover und contribution to profit from REBE D7 AEBESEBNEEFZNER D
operutions by business seyments ure us follows: T

Six months ended 30th September,

2003 2002
Inter- Inter-
External segment Total Externul  seyment Totul

HK$°000 HK$°000 HK$°000 HKS$'000  HK$'000  HKS$'000
BEhAB=+HILEAMEA
—EE=F —ETF
# h 2 EE &5t #Hh 5 Hf A&t
FET FHET FHET FAET FAET FTAER

Turnover EESR

Construction und other BERHEMERN
contructing businesses: B ER
Building construction BFREETRE 1,191,411 - 1,191,411 - - -
Civil enyineeriny tTARIRE 195,893 - 195,893 - - -
Speciulist works HIETHE 259,023 18,932 277,955 - - -
Construction muteriuls EEM B 2,985 44,620 47,605 - - -

1,649,312 63,552 1,712,864 - - -

Investment and finunce BE R 21,793 400 22,193 9,107 418 9,525
Property leusing MEMRE 25,046 8,533 33,579 241 151 392
Others H 2,236 49 2,285 4,377 - 4,377
Elimination 1 4 - (72,534)  (72,534) - (569) (569)

1,698,387 - 1,698,387 13,725 - 13,725

Six months ended
30th September,

2003 2002
HK$’000 HK$'000
BEAR=TRHLXREA
—BEE=HF —EET_F
FET FHET
Contribution to profit from operations & & % 7% i I & &
Construction und other BERHEMERN
contructing businesses: B ER
Building construction EFEETRE 168 -
Civil enyineering +ARIRE (8,537) -
Speciulist works H1H T2 (21,477) -
Construction muterials BEMR (14,184) -
(44,030) -
Investment and finunce BE R 39,017 18,270
Property leusing MERE 11,086 (274)
Others Hi 60 699
6,133 18,695
Amortisution of hegyutive goodwill SRS 27,584 -
Unullocuted corporute expenses Ty 2 ESTH (4,715) (5,399)
Profit from operations

EEEBERIS N 29,002 13,296

Inter-segment sules ure charged ut prevuiling market rate or, where
no murket price wus uvdiluble, ut terms determined und uyreed by
both parties.
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PROFIT FROM OPERATIONS 4., REXEBRBEAN
Six months ended
30th September,
2003 2002
HK$’000 HK$'000
BEAR=TRHLAREA
—BE=F —EET_F
FET FHET
Profit from operutions hus been B ZETEFT S A T
arrived ut ufter churyging: Bk :
Depreciution und umortisution of bEIN: 2N
property, plunt und equipment Z T R g 32,229 947
Less: Amount cupitulised in respect of Ji @ B{EEZAH TR
contructs in proyress BARZEHE (956) -
31,273 947
und ufter crediting: WEF & :
Guin on disposul of property, HEME -
plant und eqyuipment M N 8 2 W 2,805 -
Guin on disposal of listed investments H®& Fmi%E 2 kzEF 23,088 617
Amortisution of negutive goodwill SRS
(included in other operating income) (3] A E b &2 Uz A) 27,584 -
INVESTMENT EXPENSES — NET 5. REMX-—FH
Six months ended
30th September,
2003 2002
HK$’000 HK$'000
BEAR=TRHLXREA
—EE=HF —EET_F
FET FHET
(Loss) yuin on disposul of HEREMEZ
investment properties (F5 8) e (526) 1
Impuirment loss on HEES
investment securities | 3,597) (16.813)
(4,123) (16,812)
TAXATION 6. BiE
Six months ended
30th September,
2003 2002
HK$’000 HK$'000
BEAR=TRHLXREA
—EE=F —ETF
FET FHET
The churge comprises: MBZ LB
Hony Kony Profits Tux BEFNEB
Qverprovision in previous feriods BEHMBEEE an -
Overseus tuxation 8 HNBLIE 3,322 -
Shaure of tux on results of ussociutes BIAEME N R EEZIE 41,511 12,533
44,822 12,533
Deferred tuxution iR E B I8 11,869 -

56,691 12,533

Honyg Konhy Profits Tux is culculuted at the rute of 17.5% (2002: 16%) of
the estimuted ussessuble profits derived from Hony Kony for the period.

Overseus tuxation is culculuated ut the rutes prevuiling in the
respective jurisdictions.

Deferred tuxution hus been provided for on temporary differences
arising during the period.
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7. EARNINGS (LOSS) PER SHARE 7.

The culculution of the busic und diluted eurninys (loss) per share is
bused on the followinyg dutu:
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SREF (BR)
SIREARR BE B (FE) R T &8 &t
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Six months ended

30th September,
2003

HK$’000

2002

HK$ 000

(As restuted)
BEhRhBR=+tHLEAMER

—2E=F -
FET FHET
(k& 7))
Profit (loss) for the period BN E R (E518) 47,641 (101,373)
Dividend for preference shures B E (9,245) (9.245)
Profit (loss) for the purposes ATESREREFR
of busic eurhinys (loss) per shure (B8 2aH (&i8) 38,396 (110,618)
Effect of dilutive potentiul ordinary shaures: B EE L B 2 HE -
Adjustment to the shure of results of subsidiuries BAEKE AR EERRE
bused on dilution of their earnings per share BEESRABNEL ZHAE (3,426) -
Adjustment to the shure of results of ussociutes BB E N EEARE
bused on dilution of their eurnings per share BEESRAFEL Z AR - (1,325)
Interest on convertible notes ABMEERZFE 9,839 -
Unumortised deferred expenditure on issuunce BT MR EE 2 RE
of convertible notes $HIEIE S (769) -
Profit (loss) for the purposes of diluted TESREERT
eurninys (loss) per shure (B8 2aH (&) 44,040 (111,943)
Number of Number of
shares shares
BB & 15 8 B
Weighted uveruye number of ordinury shures FTEERE ABT (EHE)
for the purposes of busic eurnings (loss) 3 A 0
per shure T 630,960,774 630,960,774
Effect of dilutive potentiul ordinary shaures: B EE L AR 2 HE -
Convertible notes ] A% B 1,308,333,333 -
Weighted uveruye number of ordinury shures ATEEREE
for the purposes of diluted eurninys (loss) ZF (FE) 2 Emik
per shure niEFEHE 1,939,294,107 630,960,774
INVESTMENT PROPERTIES AND PROPERTY, PLANT AND EQUIPMENT 8. REVXRYX HHRRE

During the period, the Group spent upproximutely HK$5,311,000
(2002: HK$1,908,000) on property, plunt und eyuipment tfo expund
and upyrude its operuting cupucity. The Group ulso disposed of
investment properties und property, plunt und equipment with an
auygyreyute currying vulue of upproximutely HK$21,804,000 (2002:
HK$1,125,000) und HK$9,992,000 (2002: HK$575,000) respectively.

Certuin investment properties ut 30th September, 2003 were revalued
by the directors by reference to the vuluutions mude by un

independent professionul valuer,
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INTERESTS IN ASSOCIATES AND JOINTLY CONTROLLED ENTITIES

Durinyg the six months ended 30th September, 2003, the Group’s
equity interest through Paul Y. - ITC in Chinu Strateyic Holdinys
Limited, which is listed in Hony Kony, increused from 14.55% to
31.20%. Accordinygly, the investment hus been reclussified from
investments in securities fo inferests in ussociutes during the period.

Downer EDI Limited ("Dowher”), ohe of the principul ussociutes of
Paul Y. - ITC, becume un ussociute of the Group upon consolidution
of Paul Y. - ITC since December 2002. Downer is listed in Australia
and New Zeulund and its finuncial year end dute is 30th June. Only
published finuncial information of Downer will be avdiluble und used
by the Group in upplying the eqyuity method. Accordingly, the
Group’s shure of results of Downer for the current period is culculuted
bused ohn the results of Downer for the six months from 1st Junuary,
2003 to 30th June, 2003.

Paul Y. - ITC hus not uccounted for its shure of losses of un ussociute
umountiny to upproximutely HKS$123,711,000 (31st Murch, 2003:
HK$123,711,000) us those losses, which drise on u contruct, ure
recoveruble in full under yuurantees provided by un ex-shureholder
of the ussociute. Puul Y. - ITC instiguted u court action aguinst the
ex-shureholder to recover the losses together with interest und other
expenses incurred. The directors of Paul Y. - ITC, having taken legul
advice, believe that the suit is vulid and the losses cun be fully
recovered from the ex-shureholder.

CONVERTIBLE NOTES RECEIVABLE

Duriny the period, the convertible notes were converted ut the
specified price into shares of u compuny whose shares are listed in
Hony Kony.

DEBTORS, DEPOSITS AND PREPAYMENTS
The followiny is un uged unulysis of trude debtors:

10.

11.

BENARAEEGKERRS
BE_ZZEZ=FAA=1tHIL R EA  X&£H
BRREEENRPREEBBRA A (REB £
Mz 2A8E)ZBRMHMDEZ A 14.55%E N =
31.20% ° At » ZBRECERABHEANHBES
BEEFHERBME NG ER -

REBEZ X EH E A7 2 —Downer EDI
Limited(l Downer]) BEZZZZ &+ = A4
AREEEEREBKNARNEB ZHEAQR -
Downeri @M RAMFER M - MEMBFE
FHERAANAZTAH  AEFRKBAERSH
SEANERRE - EeEHDownerz BB —F
E=F—A—HAEZZEE=FA=THA A
B2 W &R -

RERTFLBEFALMBEBE QR ZERY
123,711,000 T (ZEE=F=A=+—H:
123,711,000 7T) » THARESHESE 2 %%
BRABEZBE AR ZARERE‘ZERD
2ERE - RERFEMZDARERRELER
FA o RNBEMEEZBBEREAERHE M
X oREBHZEFERIVERERER - BE
RHZFRIAIAKYL - WAIEZBATREE
WA EE -

FE W 7] R B
RAMBMEA  JTRRRBERETERERK
—AEBLTRBZEMD -

FBRER - TEREMRE
RWE SRR ZEHRDTWT

Trude debtors FEWE 5 BR 3K
0 - 30 duys 0—30H
31 - 60 duys 31—60H
61 - 90 duys 61—90H
Over 90 duys B0 H
Other debtors, Hofih JE U BR FX -
deposits und prepuyments HESEENES

30th September, 31st Murch,
2003 2003
HK$°000 HK$ 000
—2E=F ——
AB=+H —A=+—H
FHET FAET
447,637 400,424
12,930 5,724
206 5,224
72,601 70,739
533,374 482,111
658,700 597,240
1,192,074 1,079,351

The Group’s credit terms for contractinyg business ure heyotiuted
with, und entered intfo uhder, hormul commercial terms with its tfrade
customers. Trude debtors urising from property leusing business ure
puyuble monthly in advunce und the credit terms granted by the
Group to other trude debtors hormully range from 30 days to 90
days.

AEBEENEBEBZEERNAEESEP
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CREDITORS AND ACCRUED EXPENSES 12, ENERARESHAX
The following is an aged analysis of frade creditors: ENESERZERSTOT :
30th September, 31st Murch,
2003 2003
HK$’000 HK$'000
—EBE=F —EE=
ABA=+H =A=+—8H
FET FHET
Trude creditors JERE SRR
0 - 30 duys 0—30H 302,921 273,309
31 - 60 duys 31— 60H 35,701 24,780
61 - 90 duys 61— 90H 3,855 9,342
Over 90 duys HiB90H 26,321 19,556
368,798 326,987
Other creditors und EH i FE A BR K
uccrued expenses MERTH X 488,660 470,368
857,458 797,355
CONTINGENT LIABILITIES 13. AREE
30th September, 31st Murch,
2003 2003
HK$’000 HK$'000
—ZEZ2=F —EE=F
hWA=+H =A=+—H
FET FHET
Outstunding performunce bonds in MABRZEEER
respect of construction contracts BHERE 769,183 740,529
Guuruntees yiven to bunks und R—HEEERAER—RK
finunciul institutions in respect of |ITEEMMERTT
generul bunking facilities granted N B IS
to un ussociute EH 2 R - 2,419
Finunciul support given to un investee A —ETIRE R AR HE 2
compuny B & 1,200 4,355
770,383 747,303
In addition to the ubove, und in the normal course of business, the BREMEBEINRRIESEKBRES - REBUYE
Group hus received claims for dumages and injuries relating to its BRNEEEXET T%:ﬁ BZzRERBRHA ;$
contructing business. No provision hus been mude for these claims EETARMERE : B AtERET
us they are either covered by insurance or will be indemnified by FR AR B B (B sk fth 5 B (E
other purties.
COMMITMENTS 14, F&E
30th September, 31st Murch,
2003 2003
HK$’000 HK$'000
—EE=F —EET=F
hWA=+H =A=+—H
FET FHET
Cupitul expenditure contructed for BEIHERR
but not provided in the finunciul s HmEREE
stutements in respect of: ZERZWH
- subscription of hew shures - RE—MBE A
of un ussociute B8 - 20,000
— ucyuisition of un ussociute — Ui — & A A 24,429 36,660
24,429 56,660
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TRANSACTIONS WITH RELATED PARTIES 15, EEREEBEALZRS

Duriny the period, the Group hud trunsuctions with the followiny A AEBEEATEBEEATETZZSH

reluted purties, detdils of which are us follows: EaE

Six months ended
30th September,
2003 2003
HK$’000 HK$'000
BEAA=+RLXEA
—EET=fF —F2_F
Associates and jointly controlled entities: BMENARLREGEEE -
Sules of buildiny muteriuls by AEEHEEE
the Group (hote ) mE (B ata) - 499
Purchuse of concrete products by AEBBEERREL
the Group (hote ) Em (M ida) 70 -
Dividend income i 2 A 44,883 -
Rentuls und reluted building munugement fee AEBERPHRES REBMES
charged by the Group (hotes b & ¢) B (Maabke) 3,068 -
Service fees churged by the Group (hote ¢) 7 & B W B AR %5 B (M aEc) 601 373
Subcontructing fees churyed to TEBEZ N EE
the Group (hote d) B (i1 itd) 52,385 -
Construction works churged by AEBIKIEETRE
the Group (hote d) FIB (K iFd) 449 -
Interest income received (hote e) BT B (Hf ite) 10,308 4,252
Consulting und hundling fees churged 7 5= (3] s B R R R
by the Group (hote ¢) FEB (Witc) 72 -
Directors or companies controlled by directors: EEQEEEZEHZAR
Interest puyuble on convertible notes AEBEFETZIBRERZ
issued by the Group (hote f) P& R (KT 7F1) 6,267 6,424

Interest puid by the Group (hote NEE AR (K i) 1,651 -

Related companies: BEAF :

Rentuls und reluted building munugement fee Zli’é BEWHEe REBMES

churged by the Group (hotes b & ¢) BE (M iFbkc) 3,716 -
Interest income received (hote e) B F B YA (K iFe) 8,448 1,433
Subcontructing fees churged by 7N B W B D A e

the Group (hote d) & (Mt axd) 1,611 -
Purchuse of medicine und heulth A B R

products by the Group (hote ) REE G (B & U) 455 85

Service fees churyed to the Group (hote ¢) NEBEL RS E (M a2c) 59 129

Notes: HtaE -

(u)  The trunsuctions were curried out by reference to the prevuiling (W) ZEXGHLBEABRRZFERFZMENBRBERS
market price for comparable trunsactions or were cuarried out in FEZBIEET -
uccordunce with the heyotiuted purties.

(b) Rentuls were charyed ut the pre-uyreed fixed monthly umounts. (b) HMERBEEZEESEAESHUK -

(c) Building munugement fee, service fee, consulting und hundling fees (c) YV%ERBAH REE BEELFEERETER
were churged utf the pre-uyreed rutes. B -

(d)  Construction works und subcontructing fees were churgyed at market (d) BEIERREBETIRED B3k (HEmE a2
price or, where ho murket price wus avuiluble, ut terms determined ) & RE RFE B2 A& FHUCER ©
und uyreed by both purties.

(e) Interest wus charged ut commercial rates. (e) FIBThiRmELSERM -

() Interest wus churged ut the best lendinyg rate of Hong Kony Dollar f) FEDNREBELBELRITERIAMBZAETEK
quoted by The Hohykony und Shunghui Bunking Corporution EEF =Y E -

Limited.

Reluted compunies ure compunies in which the Group hus either BENR NASEREREERET AR

indirect beneficial inferests or has common directors. E- Y A/NEGI

POST BALANCE SHEET EVENT 16. HEB®SEHE

(W) Subseyuent to the bulunce sheet dute, Puul Y. - ITC yroup (W) #EB®E REEFEERNMNBECFEF=FH
disposed of un uggregute of upproximutely 29 million Downer & A #£ 429,000,000 Dowher = 3 AR
ordinury shures (udjusted from 115 million ordinury shares in (B #%1 15,000 OOOHxDownerZ%@HﬁﬁQ
Downer us u result of consolidution of 4 ordinary shares in —EE=F+—R#ETHEEA Hﬁ &
Downer into 1 Downer ordinary share in November 2003) to ABOFMELFE) - N HX BRED
independent third purties for u totul considerution of 104,000,000 7T (R 588 000,000
approximately A$104 million (equivalent to upproximately B)  c AHEEEHER  RESEER
HK$588 million). As u result of the disposal, Puul Y. - ITC group’s 58 2DownerlR R E21.3% °
shureholdiny in Downer decreused to 21.3%.

(b) On 6th November, 2003, Stur Eust Holdings Limited ("Star Eust”) () R=ZFZ=_F+—ARA  RHTHEIE
entered into u subscription ugreement with one of its substuntial ERAR([ERABH] ) EHHE —UExE
shareholder for the subscription of 1,575,000,000 shares of Star BRET S R IE o - R AR0.04/8 TR IE
Eust at u price of HK$0.04 per share. Upon the completion of R 7% 7221,575,000,0008 B {7 - R
the subscription agreement on 19th December, 2003, the BHER_ZTET=F+-_ATILBEX
Group’s interests in Star Eust hus been decreused from 26.1% ® AEBERRIBNHZERCH26.1%
0 19.2%. WAL E19.2%
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