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FINANCIAL PERFORMANCE AND POSITIONS

For the six months period under review, the Group’s consoliduted turnover decreused by 54% to upproximutely HK$2,449
million when compured with the correspondinyg period. The decline is muinly due to the exclusion of the furhover of
Downer EDI Limited ("Dowher”), which is no lonyer consoliduted in the uccounts of the Group. Excluding the turnover of
Downer for the correspondinyg period, turnover recorded a drop of upproximutely 17% muinly due to the decreuse in

construction work in the building sector.

The Group’s profit from operutions decreused by 82% to upproximautely HKS$37 million. Such decreuse wus muinly
due to the exclusion of Downer’s contribution from operuting profits and its reflection us shure of results of ussociutes,
und the severe competition in the construction market which reduced contract marygins. Share of results of ussociutes
und jointly controlled entities reyistered u profit of ubout HK$42 million which waus muinly uttributuble to the
contribution from Downer. Net investment income of ubout HK$23 million comprised muinly interest income. Profit

for the period wus HK$55 million und busic eurnings per shure wus 5.6 cents.

| would like to draw your speciul uttention that since Dowher ceused to be d subsidiury in mid Februury 2001 und
ygiven thut Downer is sepurutely und independently listed on the Austrulian Stock Exchunyge, the Group'’s results for
this period refer only to those publicly uvdiluble informution published by Downer. As such, only three months results

of Dowher ended 30th June, 2001 huve been uccounted for in the Group’s results for this period.

In auddition, in order to provide u closer compurutive busis between the Group’s results for this period und those for
the sume period in the lust finuncial yeuar, the following proforma compurison hus been prepured for your reference.
Such proformu presentation wus prepured on the busis us if Downer wus eyuity uccounted for und reflected us u

share of results of ussociutes for the six months ended 30th September, 2000.



INTERIM REPORT 2002 03

Six months ended

30/9/2001 30/9/2000

HK$’000 HK$"000

Turnover 2,449,359 2,965,105
Cost of sules (2,343,470) (2,766.,748)
Gross profit 105,889 198,357
Other revenue 23,829 13,629
Amortisation of goodwill (1,153) (1,153)
Administrative expenses (91,503) (99.546)
Other operuting expenses - (12,724)
Profit from operations 37,062 98,563
Finunce costs (24,251) (20,164
Investment income (expenses) — net 22,669 (110,232)
Loss on disposul und dilution of interests in subsidiuries - (62,160)
Share of results of ussociutes 40,007 55,679
Share of results of jointly controlled entities 2,100 -
Profit (loss) before taxation 77,587 (38.314)
Tuxution (18,638) (10,706)
Profit (loss) before minority interests 58,949 (49,020)
Minority interests (3,689) (8,085
Profit (loss) for the period 55,260 (57.10%5)

When compured with the Group’s finunciul position as at last year end, the totul ussets of the Group decreused
slightly by 4% to some HK$5,930 million und net current ussets increused by 11% to some HK$428 million. Current
ussets huve been muintuined ut 1.2 times of current liubilities. The net debt to equity ratio increused slightly by 0.06
to 0.26 times ut this period end. As u result of the decreuse in exchunye reserves umounting to some HK$8 million
due to the depreciution of the Australiun dollars in relation to the Group’s interest in Downer, dividend puyuble of
HK$10 million und the profit of HK$55 million during this period, shureholders’ funds increused by 1% to HK$2,872

million.
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OPERATIONS

Contracting and construction materials

Duriny the period, the Group secured new contracts with un agyreygyute attributuble vulue of upproximutely HKS1,620

million, which comprised some HKS$711 million of buildiny construction contructs, some HK$728 million of civil

enygineering contructs und some HK$181 million of speciulist works. Contracts on hund ut this period end increused

by 9% to upproximutely HK$12,243 million while the value of work remuining decreused by 5% to upproximutely

HK$5,168 million when compured with the lust finuncial year end. The profile of contracts on hund ut the end of this

period is us follows:

Buildiny construction
Civil engineering

Speciulist works

Some of the mujor contructs ure us follows:—

Cheuny Konyg Center, Central
Cyberport Development (Contract C1)
The Victoriu Towers, Tsim Shu Tsui
Ko Cheuny Court, Ko Chiu Roud
Hurbourfront Lundmark, Hung Hom
Lei Yue Mun Estute, Phuse 1
Tiu Keny Leny Stutions & Tunnels
(MTRC Contract 602) — 70% joint venture
Site Formution for Lamma Power Station Extension
Others

Value of contracts
on hand

as at 30/9/2001
HKS million

9,525
2,343
375

12,243

Value of contracts
on hand

as at 30/9/2001
HKS million

709
724
3.141

12,243

Value of work
remaining

as at 30/9/2001
HKS million

3.976
933
259

Value of work
remaining

as at 30/9/2001
HKS million

462
783
650
362
227
421
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Subseyuent to the period end, the Group secured further hew confructs with un aggregute attributuble value of
upproximutely HK$184 million, which comprised some HK$103 million of civil engineering contraucts und some HK$81

million of speciulist works.

Contructs continued to progress well, in yeneral, thouyh margins were reduced due to difficult construction market
conditions. In Hony Kony, the furnover in relation to buildinyg construction projects und speciulist works dropped
while civil engineering activities increused us compured with the corresponding period. Both building und civil
enhyineering works mude positive contribution to the operuting marygin while specialist works suffered u loss due to

severe competition in the muarket.

The construction muteriuls division continued to encounter difficult tfrading conditions with revenue dropping und
loss suffered. Intfensive und constructive meusures huve been implemented to improve the situation aund to reduce

the loss. Therefore, no significant uadverse impuct on the Group’s overdll finunciul performunce is expected.

Property, hotel and catering operations

Totul vulue of the property portfolio, excluding those self-occupied properties, umounted to some HKS$1,255 million
us ut the period end, eyuivulent to 21% of the totul ussets of the Group. Included inh the property portfolio ure Puul
Y. Centre, the Group’s heudyuurters in Kwuh Tony, Best Western Rosedule on the Paurk in Causewuy Buy, Cathay
Lodge und In-Zone in Wunchui und 2 investment properties in the PRC.

Although the overdll rentul rates of the investment properties had been reduced, the occupuncy rute wus muintuined
ut the sutisfuctory level of uround 92% ut the period end. In-Zone hus been 86% let ut the period end. Sules of
properties were sutisfuctory during the period which contributed HK$14 million to the operuting marygin. Properties
held for resule ut the period end comprised of some uhsold residential flats of Cuthuy Lodye. Hotel und cutering
business wus severely uffected by the stugnunt economy und the 911 Event. Intenhsive meusures were implemented

to reduce operuting costs und to uchieve positive operuting muargin in the remuinder of this finuncial yeuar,

MAJOR ASSOCIATES - DOWNER

Downer reported u revenue of A$1,604 million (HK$6,416 million) und u net profit ufter tux of A$46 million (HK$184
million) for the yeur ended 30th June, 2001. As ut 30th September, 2001, the Group holds 352,727,322 shures in
Downer which is eyuivulent to ubout 44.6% of the then issued ordinury share cupitul or ubout 35.2% on u fully

diluted busis.

Subseyuent to the ucquisition of Evans Deukin Industries Limited, Dowher has completed its divestment from non-
core ussets. Dowher is how operuting with five major divisions, numely Dowher Enyineering, Works Infraustructure,

Roche Mininy, Century Resources und EDI Ruil.

Downer Enygineeriny, with more thun 3,000 employees, is focusing on power und tfelecommunicution infrustructure

muintenunce us well us process enyineering und cupital works.
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Works Infrastructure, with about 2,750 employees, continues to target the roud und rdil track muintenance as well

us bitumen services, other utilities und infrastructure muintenance services.

Roche Mininy, with excess of 1,400 employees, is ulso focusing on u diversified runge of mine munuyement und

muintenunce services in uddition to its truditional open-pit, uhderground und high-wuall contract mininy services.

Century Resources, with over 400 employees, offers extensive drilling services in the oil und gus, minerul und

yeothermul sectors.

EDI Ruil, with over 1,000 employees, is the largest provider of locomotive und rolling stock munufucturing und
muintenance services in Australia and New Zeuland. In uddition, it also desighs und builds equipment und foundry

services for the sugar milling, genherdl enyineering and enerygy sectors.

With Downher on u well defined focus on outsource utility und infrastructurul maintenunce services sector, the Group

is expected to benefit from such successful strutegy on u lonhy term busis.

MAJOR INVESTMENT - CHINA STRATEGIC HOLDINGS LIMITED (“CHINA STRATEGIC”)

The 17.45% equity interest in China Struteyic, u diversified investment holding und property group with its shures
listed on the Stock Exchunye, continues to be u lony-term strateyic investment of the Group. It is expected thut the
Group will benefit not only from the investment in but ulso the business hetworking capubilities of Chinu Strateyic in

Chinu.

LIQUIDITY AND CAPITAL RESOURCES

The Group currently muintains a vuriety of credit fucilities to meet its working cupital requirements. During the
period, the Group obtuined new bunk louns in the amount of HK$695 million. The louns beur interest ut maurket rutes
und ure with terms of repuyment ranyging from one yeur to eight yeurs. The proceeds were used for yenerudl
working cupitul purposes und to refinunce the repuyment of the convertible note. As ut 30th September, 2001, the
Group’s totul borrowings uamounted to HKS$1,106 million with HK$353 million repuyuble within one yeur und HKS$753
million repuyuble ufter one yeur. Cush bulunces ut 30th September, 2001 umounted to HK$349 million.

As ut the period end, ull of the Group’s borrowings beur interest ut floating rutes und ure denominuted in Hony
Kony dollurs. The Group’s yeuring rutio decreused from 0.41 ut lust year end to 0.39 which is culculuted bused on

the totul borrowings of HKS$1,106 million und the Group’s shareholders’ funds of HK$2,872 million.

NUMBER OF EMPLOYEES, REMUNERATION POLICIES AND SHARE OPTION SCHEME

Includinyg the directors of the Group, us ut 30th September, 2001, the Group employed u totul of 2,050 full-time
employees. Remuneraution puckuges comprised sulary und yeur-end bonhuses bused oh individuul merits. No share

options were grunted or exercised durinyg the period.
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PLEDGE OF ASSETS

As ut 30th September, 2001, certuin of the Group'’s properties, listed shures und debtors with un agyreygyaute value of
upproximutely HK$1,598 million und the issued shures of certuin subsidiuries of the Compuny und its benefits under
certuin construction contructs, have been pledyed to bunks und finunciul institutions fo secure yenerul credit

fucilities yrunted to the Group.

SECURITIES IN ISSUE

As ut 30th September, 2001, there were 992,488,392 shures in issue und outstunding share options over u totul of
54,449,206 shures. Subscription prices remuined ut HK$0.6048 und HK$0.5552 for the shaure options over 38,349,206
shares und 16,100,000 shures respectively.

Looking uheud, in the remuinder of this finunciul yeur, the locul construction maurket conditions will remain difficult,
tendering opportunities will be fewer und intensified competition umony construction compunies for new work is

expected und tender prices will be further driven down.

Thouygh fucinyg these difficulties, the Group hus responded swiftly by implementing cost reduction meusures to
muintuin its cost competitiveness. These meusures include reduction in humber of stuff, salary cut from director
grude to munugeridl und supervisory stuff, improvement in work efficiency ut heud office und site level, strengthened
procurement process und humerous overheud cost saving exercises. With competitive pricing und track records of
delivering guulity services to its customers, the Group is confident in securing hew work in locul construction murket.
Muinlund Chinu is the ureu which provides umple opportunities for the Group’s business ygrowth. With estublished
fruck record und networking in Chinu since the lute 80°'s, the Group hus further plans of forminy dlliunces to tuke
udvuntuye of the business opportunities creuted by China’s entry to World Trade Orgunisation und hosting of the
2008 Olympic Gumes.

In Australia and the South Pucific region, Dowher hus continued to increase its forward order book und, us the
yglobul trend towurds outsourcing enyineering services continues, its outlook is encouruying und promising. With its
fruck record of steudy eurnings yrowth, our Bourd is confident thut Dowher will continue to enhunce the Group’s

ubility to muintain a stable income streum und creute investment value.

In the yeurs to come, the Group will continue its business und investment diversification strateyy by venturing into
the China muarket und investment with eurninygs yrowth. Burring unforeseeuble circumstunces, the Group is well

positioned to cupture its prospects und meet the challenges uheud.
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