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Mar 1999

Mar 2000

Mar 2001

Mar 2002

Sep 2002

HK$4.0 4.5 5.0 5.5 6.0 6.5

BUSINESS HIGHLIGHTS

Apr — Executed a letter of intent regarding re-development

project in Jingan district, Shanghai.

July — Relocation of Central boarding point of the Discovery Bay/

Central route to Pier 3.

Sep — Sales launch of Siena Two.

— The Sukhothai Bangkok ranked 29th in the latest

prestigious World’s Best Hotel Survey.

FINANCIAL HIGHLIGHTS

T h e

Sukhothai

Six months ended 30 Year ended
September 31 March

2002 2001 2002

(HK$’M)
Turnover 1,199.2 493.3 2,100.0
Profit attributable to shareholders 68.1 28.0 138.8
Dividends — — 166.6
Shareholders’ funds 6,387.1 6,396.6 6,303.2

Earnings per share 5.9¢ 2.4¢ 12.0¢
Net assets value per share $5.52 $5.53 $5.45

Net Assets Value per Share
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MANAGEMENT DISCUSSION & ANALYSIS

INTERIM RESULTS

The Group’s unaudited consolidated profit attributable to shareholders for

the six months ended 30 September 2002 amounted to HK$68.1 million

compared to the profit of HK$28.0 million over the corresponding period

last year. The earnings per share amounted to HK5.9 cents compared to

HK2.4 cents over the corresponding period last year.

INTERIM DIVIDEND

The directors do not recommend the payment of an interim dividend

for the six months ended 30 September 2002 (2001/2002: nil).

BUSINESS REVIEW

Discovery Bay

Construction of Siena One, the first of the four phases development in

Yi Pak, was completed and units had been handed over to purchasers.

Siena Two comprising 757 residential units was offered for sale in

September 2002 with satisfactory result. Remaining phases are under

planning while the foundation work of phase three was completed. The

new Discovery Bay north residents club is targeted to complete in early

2004.

Enhanced external bus services have increased the traffic of the Discovery

Bay Tunnel of which the usage is relatively low. Passengers would find

that the newly furnished Pier 3 opened in late July 2002 convenient and

comfortable. Commuters in Discovery Bay are now characterised by a

mixture of land and sea traffic tools.

68.1

28.0

5.9

2.4

757
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Other Property Development and Investments,
Estate Management and Services

As at September 2002, La Fontaine (commercial) in Tai Po, West Gate

Tower (industrial) in Cheung Sha Wan and a portfolio of residential units

mainly in Discovery Bay were 100%, 95% and 94% leased respectively.

Whereas DB Plaza, Marina Plaza and Discovery Park Commercial Podium

each achieved nearly 100% leasing rate.

The first phase of Coastal Skyline in Tung Chung, comprising 2,022

residential units, is scheduled for sale shortly. The Group has 31% interest

in the project and is responsible for its overall project management and

marketing.

Wells Estate Services Limited, property management services provider

to Discovery Park residential portion and a number of other buildings, is

looking forward for more new businesses both in public and private

sectors.

Hotels

The Sukhothai Bangkok and The Beaufort Singapore managed to

maintain comparable occupancy same as last period although the average

room rate was under pressure due to the keen competitive environment.

The La Scala Restaurant in The Sukhothai and Spa Botanica in The

Beaufort Singapore were opened in November 2002. It is expected that

these new facilities will bring additional revenue to the hotels.

2,022

The Sukhothai

The Sukhothai La Scala

Spa Botanica
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The Siri Sathorn

B

24.2

0.7

Regional Development and Investments

Property Development, Investments and Services

The resettlement work for the Zhabei redevelopment project in Shanghai

is in progress.

The Siri Sathorn serviced apartments in Bangkok maintained a high room

rate with ongoing upgrade works.

In July 2002, the Group disposed of all its interest in an investee company

representing 10% interest in the project known as Block B Shiodome,

Tokyo. Net gain on the disposal amounted to HK$24.2 million.

The property services arm in China, Asia Asset group, has maintained

steady business in both Shanghai and Guangzhou.

Chelsea, the serviced apartments in Shanghai achieved around 70%

leasing rate as at 30 September 2002 with gross daily rental at US$0.7

per sq m. Its tenants are mainly senior members of multinational

companies.

In Tianjin, the retail podium of the Exchange was 97% leased while the

office block has just been completed in October 2002.

Medical and Healthcare Services

The AmMed Cancer Centre at the Adventist Hospital came into full

operation with the PET-CT fusion scanner being the first such equipment

installed outside USA. The centre has validated the business model for a

private cancer centre of excellence in Asia and is now pursuing its

expansion plan in China.
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For dental operations, the Arrail Dental group opened 5 new clinics in

Shanghai, Beijing and Shenzhen. The Health & Care Dental group in

Hong Kong has increased to a total of 24 clinics. A new concept of

establishing orthodontic centres in China was rolled out with its first

centre opened in Shanghai to meet the fast growing need for cosmetic

dentistry speciality services.

As a milestone, a venture with the Chinese University of Hong Kong

called, Qualigenics Centre for Diabetes and Endocrine Disorders was

established at the Prince of Wales Hospital with the full support and

encouragement of the University and the Hospital Authority.

With the increasing realisation of the need for quality private healthcare

services in China and Hong Kong, the GenRx group is well positioned to

fulfil a significant role in the field.

Construction Related Business

During the period, the construction related group has attained steady

growth in turnover. The Group has 49% interest therein.

Manufacturing

Imperial has continued to progress during the period. The local China

market has slightly contracted while exports to Australia, USA and UK

increased. Sales are expected to be steady throughout the year.

Treasury Investments

A low interest rate environment has helped to stabilise the individual

business sectors in USA and Hong Kong. The Group managed its risk in

treasury investments by maintaining a balanced portfolio in securities,

bonds and cash.

GenRx 
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2,400

OUTLOOK

Further to the execution of a letter of intent in late April 2002, the

Group is still pursuing to enter into definitive agreements with the Jingan

District Government to redevelop certain plots of land into commercial,

office, hotel, serviced apartments and residential uses in Shanghai.

The Group reaffirms its core business in real estate development with

diversification of business in other aspects such as healthcare and

hospitality industries. As stimulated by the Hong Kong Government’s

newly released measures to stabilise Hong Kong’s ailing property market

and the commitment given by the Central Government to help Hong

Kong ride out the economic difficulties, the Group is keen to look for

possible property projects and development opportunities in Hong Kong

and Asia Pacific region to secure the benefit and growth of the Group.

HUMAN RESOURCES

As at 30 September 2002, the total number of employees of the Group

was approximately 2,400 in Hong Kong and overseas.

By virtue of the economic difficulties and uncertainties ahead, the Group

persists its view to align its structure and workforce for the Group

business strategy.
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FINANCIAL REVIEW

Group Liquidity and Financial Resources

As at 30 September 2002, the Group continued to maintain a healthy

cash position with shareholders’ funds stood at HK$6,387.1 million

(31.3.2002: HK$6,303.2 million).

As at 30 September 2002, the Group held an aggregate amount of

HK$3,384.7 million (31.3.2002: HK$2,816.5 million) in cash and investment

securities while total bank borrowings were HK$3,013.5 million (31.3.2002:

HK$2,512.5 million).

The Group kept a low gearing ratio, calculated on the Group’s net borrowings

over the shareholders’ funds, at 16% as at 30 September 2002 (31.3.2002:

20%).

As at 30 September 2002, approximately 10% (31.3.2002: 8%) of the

Group’s bank borrowings would be payable within one year, 11%

(31.3.2002: 46%) between one and two years, 78% (31.3.2002: 46%)

between two and five years and the remaining balance to be repaid

after five years. Undrawn banking facilities as at 30 September 2002

amounted to HK$1,936.7 million (31.3.2002: HK$1,979.4 million).

With cash, marketable securities and standby banking facilities, the Group

has abundant financial resources to meet its capital requirement.

Treasury Policy

The Group’s bank borrowings were principally on floating rate basis. It

has swap facilities and arrangement in place for conversion to fixed-

rate liabilities when appropriate.

6,387.1

6,303.2

3,384.7

2,816.5

3,013.5

2,512.5

16%

20%

 10%

8% 11%

46%

78% 46%

1,936.7

1,979.4
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By the end of September 2002, the Group had minimal currency exposure

as its cash and investment securities were mostly denominated in US

dollars and Hong Kong dollars. The Group has no material exposure to

financial derivatives.

Pledge of Assets

As at 30 September 2002, the Group had pledged certain properties

with carrying value of HK$661.3 million (31.3.2002: HK$630.4 million)

and bank deposits of HK$44.9 million (31.3.2002: HK$44.9 million).

The Group did not pledge its investment in securities (31.3.2002:

HK$263.7 million) at the end of the interim period.

The Group’s investment in an associate, Tung Chung Station Development

Company Limited (“TCSDCL”) was pledged, and the loan to TCSDCL

together with all interest accrued thereon (before provision) amounting

to approximately HK$3,044.0 million (31.3.2002: HK$2,965.5 million)

were subordinated to banks to secure the banking facilities granted to

TCSDCL.

The Group has also subordinated a total of HK$138.6 million (31.3.2002:

HK$269.0 million) intercompany debts due from its subsidiaries to secure

certain general banking facilities granted to these subsidiaries. The Group

no longer had charge on shareholder loan to its investee company as at

30 September 2002 (31.3.2002: HK$149.5 million).

Contingent Liabilities

The Group had its contingent liabilities, which represented guarantees

given by the Group for the facilities granted to an associate and an

investee company, reduced by HK$615.1 million to HK$1,345.3 million

as at 30 September 2002.

661.3

630.4

44.9

44.9

263.7

Tung Chung

Station Development Company Limited

TCSDCL

TCSDCL

3,044.0

2,965.5

TCSDCL

138.6

269.0

149.5

615.1

1,345.3
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OTHER INFORMATION

DIRECTORS’ INTERESTS IN SECURITIES

As at 30 September 2002, the interests of the directors, if any, in the

equity or debt securities of the Company and its associated corporation

(within the meaning of the Securities (Disclosure of Interests) Ordinance

(the “SDI Ordinance”)) as recorded in the register required to be kept

under Section 29 of the SDI Ordinance or as otherwise notified to the

Company and The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) pursuant to the Model Code for Securities Transactions by

Directors of Listed Companies (the “Model Code”) were as follows:

(1) Interests in the Company

29

(1)

Number of ordinary shares

Personal Family Corporate Other
Director interests Interests interests interests

CHA Chi Ming 130,000 (a) 72,405,057 (b) 508,965,143 (c)
CHA Mou Sing Payson 2,352,860 2,624,600 (b)
CHUNG Sam Tin Abraham 270,072
HO Pak Ching Loretta 54,424

Independent non-executive
director

Ronald Joseph ARCULLI 241,472

(2) Interests in associated corporation

Hanison Construction Holdings Limited

Number of ordinary shares

Personal Family Corporate Other

Director interests interests interests Interests

CHA Chi Ming 16,250 (a) 9,050,632 (b) 63,620,641 (c)

CHA Mou Sing Payson 294,107 328,075 (b)

CHUNG Sam Tin Abraham 33,758

HO Pak Ching Loretta 6,803

Independent non-executive

director

Ronald Joseph ARCULLI 30,184

(2)
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(a) The shares are beneficially held by Ms LIU Bie Ju, the wife of

Mr CHA Chi Ming.

(b) The shares are held by a corporation in which the relevant director is

deemed to be interested under the SDI Ordinance.

(c) The shares are held by irrevocable discretionary trusts of which

Mr Cha Chi Ming or its associates are among the beneficiaries.

In addition to the above, certain directors hold non-beneficial

interests in the share capital of some of the subsidiaries of the

Company as nominee shareholders, mainly for the purpose of

complying with the statutory requirement for a minimum number

of shareholders for those subsidiaries.

Save as disclosed above, as at 30 September 2002, none of the

directors of the Company or their associates had any interest in

the equity or debt securities of the Company or of any of its

associated corporations which had to be notified to the Company

and the Stock Exchange pursuant to Section 28 of the SDI

Ordinance or to the Model Code or which were required pursuant

to Section 29 of the SDI Ordinance to be entered in the register

referred therein.

SHARE OPTION SCHEME

The Company’s existing share option scheme (the “2002 Scheme”) was

adopted on 3 January 2002 and became effective on 18 January 2002.

DETAILS OF OPTIONS GRANTED

Details of options granted to directors of the Company under the

Company’s share option scheme adopted in 1989 (“1989 Scheme”)

(which scheme ceased to have effect on 29 November 1997 but the

outstanding options thereunder remained valid until their expiries in

May 2002) are set out in the section headed “Directors’ Right to Acquire

Shares or Debentures”.

(a)

(b)

(c)

28

29
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No options were granted under the Company’s executive share option

scheme adopted in 1997 in which the said scheme was terminated and

replaced by the 2002 Scheme. No options were granted under the 2002

Scheme.

Particulars and movements during the six months ended 30 September

2002 of the outstanding options which were granted under the 1989

Scheme to the employees (including all those directors of the Company

in which options were granted) working under employment contracts

that are regarded as “continuous contracts” for the purpose of the

Employment Ordinance at the time of grant were as follows:—

Number of option shares in the Company

Lapsed As at 30 * Exercise

Date of As at during the September Exercise price per

Grant 1 April 2002 period 2002 period* share

HK$

19/5/1997 5,500,000 (5,500,000) 19/5/1998 to 7.38

18/5/2002

21/5/1997 3,300,000 (3,300,000) 21/5/1998 to 7.59

20/5/2002

8,800,000 (8,800,000)

* exercisable either on a linear scale of 25% per year or on an ascending scale of

10-40% per year over the four years’ period.

The vesting period for the options granted under the 1989 Scheme is

one year from the relevant date of grant. Save as disclosed above, no

option was cancelled during the six months ended 30 September 2002

and no option was granted to any other categories of participants as

stated in rule 17.07 of the Rules Governing the Listing of Securities on

the Stock Exchange (the “Listing rules”) at the time of granting such

option.

* 25%

10-40%

17.07
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

As at 30 September 2002, details of the outstanding options granted

by the Company under the 1989 Scheme to the directors of the Company

to subscribe for shares in the Company, as recorded in the register

required to be kept under Section 29 of the SDI Ordinance were as

follows:

29

Number of options shares in the Company

* Exercise Lapsed As at 30

Date of Exercise price per As at during the September

 Name of director grant period* share 1 April 2002 period 2002

HK$

CHA Mou Sing Payson 19/5/1997 19/5/1998 to 7.38 5,500,000 (5,500,000)

18/5/2002

CHA Mou Zing Victor 21/5/1997 21/5/1998 to 7.59 550,000 (550,000)

20/5/2002

HO Pak Ching Loretta 21/5/1997 21/5/1998 to 7.59 550,000 (550,000)

20/5/2002

* exercisable either on a linear scale of 25% per year or on an ascending scale of

10-40% per year over the four years’ period.

There has been no issue to, or exercise by, the directors of the Company

of share options under the Company’s share option schemes during the

period. The above outstanding options lapsed on 19 and 21 May 2002

respectively.

Save as disclosed above, at no time during the period was the Company

or any of its subsidiaries a party to any arrangements to enable the

directors of the Company to acquire benefits by means of the acquisition

of shares in, or debentures of, the Company or any other body corporate.

The above options were granted at nil consideration under the 1989

Scheme.

* 25%

10-40%
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SUBSTANTIAL SHAREHOLDERS

As at 30 September 2002, the register maintained under section 16(1)

of the SDI Ordinance shows that, other than the interests disclosed above

in respect of the directors, the Company has not been notified of any

interests representing 10% or more of the Company’s issued share

capital.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries purchased, redeemed

or sold any of the Company’s listed securities during the period.

REVIEW OF INTERIM RESULTS

The interim report of the Group for the six months ended 30 September

2002 has not been audited, but has been reviewed by the Group’s

auditors, Messrs Deloitte Touche Tohmatsu and by the Audit Committee

of the Board.

CODE OF BEST PRACTICE

None of the Directors is aware of information that would reasonably

indicate that the Company is not, or was not for any part of the six

months ended 30 September 2002, in compliance with the Code of

Best Practice set out by the Stock Exchange in Appendix 14 to the Listing

Rules.

The term of office of each independent non-executive director is the

period up to his retirement by rotation in accordance with the Company’s

Articles of Association.

DISCLOSURE UNDER PRACTICE NOTE 19 OF THE
LISTING RULES

As at 30 September 2002, the Group advanced to Tung Chung Station

Development Company Limited (“TCSDCL”) an aggregate amount of

HK$2,216.8 million (before a provision of HK$1,367.8 million,

representing the Group’s attributable share of impairment losses in Tung

Chung Project of the Group) and a several guarantee of HK$1,240.0 million

was provided by the Group in respect of TCSDCL’s banking facilities of

HK$4,000.0 million. The amount of banking facilities utilised by TCSDCL

as at 30 September 2002 amounted to HK$3,440.0 million.

16(1)

10%

19

Tung

Chung Station Development Company

Limited TCSDCL 2,216.8

1,367.8

TCSDCL 4,000.0

1,240.0

TCSDCL 3,440.0
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DISCLOSURE UNDER PRACTICE NOTE 19 OF THE
LISTING RULES (continued)

TCSDCL is a 31% owned associate of the Group, which is engaged in
the development of Tung Chung Station Package II Project in Lantau
Island, Hong Kong. The advances were provided by the Group in the
form of subordinated shareholders’ loans in proportion to the Company’s
shareholding interest in TCSDCL, for the purpose of funding the working
capital requirements of TCSDCL. The advances are unsecured, bear
interest at the rate of HIBOR plus 2.0% to 2.5% per annum and have
no fixed term of repayment. The advances together with the accrued
interest thereon are subordinated to the banks providing the banking
facilities to TCSDCL as mentioned above.

In addition, the Group also advanced to several affiliated companies at
an aggregate amount of HK$93.2 million as at 30 September 2002.

As at 30 September 2002, the aggregate amount of advances provided
to and guarantee given for these affiliated companies by the Group,
amounted to HK$3,550.0 million and represented 55.9% of the
consolidated net tangible assets of the Group of HK$6,354.2 million at
30 September 2002.

A proforma combined balance sheet of these affiliated companies and
the Group’s attributable interest in these affiliated companies at 30
September 2002 were as follows:

19
 (

TCSDCL 31%

TCSDCL
TCSDCL

TCSDCL

2.0 2.5
TCSDCL

93.2

3,550.0

6,354.2 55.9%

Proforma combined Group’s attributable

balance sheet interest

HK$’M HK$’M

Non-current assets 9,496.4 2,971.3

Current assets 40.7 14.0
Current liabilities (286.5) (101.4)
Net current liabilities (245.8) (87.4)

Non-current liabilities (13,375.4) (4,167.1)
Shareholders’ deficits (4,124.8) (1,283.2)

By Order of the Board

CHA Mou Zing Victor

Managing Director

Hong Kong, 28 November 2002
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CONDENSED CONSOLIDATED INCOME
STATEMENT

Six months ended 30 September

2002 2001

HK$’M HK$’M

Notes (unaudited) (unaudited)

Turnover 1,199.2 493.3

Cost of sales (701.0) (79.4)

Direct operating costs (269.4) (254.4)

228.8 159.5

Gain on disposal of interest in

an investee company 24.2 —

Other operating income 20.8 64.9

Administrative expenses (114.8) (128.2)

Profit from operations 4 159.0 96.2

Finance costs 5 (30.9) (42.2)

Share of results of associates (4.5) (0.9)

Share of results of jointly controlled entities (5.1) (4.9)

Amortisation of goodwill (2.9) (6.9)

Profit before taxation 115.6 41.3

Taxation 6 (7.0) (9.5)

Profit before minority interests 108.6 31.8

Minority interests (40.5) (3.8)

Net profit for the period 68.1 28.0

Interim dividend 7 — —

  Earnings per share — basic 8 5.9¢ 2.4¢
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CONDENSED CONSOLIDATED BALANCE
SHEET

30.9.2002 31.3.2002

HK$’M HK$’M

Notes (unaudited) (audited)

Non-Current Assets
Investment properties 2,235.4 2,222.0
Property, plant and equipment 9 2,104.1 1,910.0
Properties held for/under development 1,978.4 1,919.8
Goodwill 10 2.8 2.9
Interests in associates 1,065.2 1,044.5
Interests in jointly controlled entities 61.8 69.7
Investment in securities 11 28.8 28.8
Other assets 219.0 343.0

7,695.5 7,540.7
Current Assets
Inventories 76.9 73.8
Properties under development for sale 12 — 1,413.0
Properties held for sale 1,415.2 207.1
Trade receivables 13 486.2 630.8
Deposits, prepayments and

other receivables 80.8 48.9
Presale proceeds held by stakeholders 37.9 109.4
Amounts due from associates 12.5 14.7
Amounts due from jointly controlled

entities 1.4 1.3
Investment in securities 11 1,390.3 1,562.4
Pledged bank deposits 44.9 44.9
Bank balances and cash 1,920.7 1,180.4

5,466.8 5,286.7
Current Liabilities
Trade payables and accrued charges 14 881.0 811.2
Deposits received and other payables 224.8 215.3
Amounts due to associates 61.1 126.4
Taxation payable 5.5 3.0
Dividend payable to a minority shareholder — 40.0
Bank loans due within one year 15 312.4 207.3
Other liabilities due within one year 0.4 0.4

1,485.2 1,403.6
Net Current Assets 3,981.6 3,883.1

11,677.1 11,423.8
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30.9.2002 31.3.2002

HK$’M HK$’M

Note (unaudited) (audited)

Capital and Reserves
Share capital 289.3 289.3
Reserves 6,097.8 6,013.9

6,387.1 6,303.2

Minority Interests 455.9 413.6
Non-Current Liabilities
Bank loans due after one year 15 2,701.1 2,305.2
Other liabilities due after one year 2,098.7 2,367.5
Deferred taxation 34.3 34.3

4,834.1 4,707.0
11,677.1 11,423.8

CONDENSED CONSOLIDATED BALANCE
SHEET (continued)

 (
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CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
For the six months ended 30 September 2002

Investment

Asset Investment property Capital

Share Accumulated General Share revaluation revaluation revaluation Distributable Exchange redemption

capital profits reserve premium reserve reserve reserve reserve reserve reserve Total

HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M

For the year ended 31 March 2002:

Balance at 1 April 2001 289.3 4,756.0 78.3 866.7 193.2 23.5 33.2 450.7 (298.2) 3.1 6,395.8

( )

Surplus (deficit) on revaluation of

properties — — — — (5.0) — 32.0 — — — 27.0

Net surplus on revaluation of

investment properties credited to

income statement — — — — — — (32.0) — — — (32.0)

Revaluation decrease of non-trading

 securities — — — — — (3.2) — — — — (3.2)

Exchange differences arising from

translation of overseas operations — — — — — — — — 10.5 — 10.5

Minority shareholders’ share of

changes in reserves — — — — 0.2 — — — (0.5) — (0.3)

Net gains and losses not recognised

in the income statement — — — — (4.8) (3.2) — — 10.0 — 2.0

289.3 4,756.0 78.3 866.7 188.4 20.3 33.2 450.7 (288.2) 3.1 6,397.8

Impairment loss recognised in income

statement for non-trading securities — — — — — 11.9 — — — — 11.9

Share of movements in reserves

realised by an associate — — — — — — (33.2) — — — (33.2)

Realised on write-off of a subsidiary — — — — — — — — 0.4 — 0.4

Realised on disposal of investments

in securities — — — — — (11.2) — — — — (11.2)

Net profit for the year — 138.8 — — — — — — — — 138.8

Dividends — (201.3) — — — — — — — — (201.3)

Balance at 31 March 2002 289.3 4,693.5 78.3 866.7 188.4 21.0 — 450.7 (287.8) 3.1 6,303.2
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Investment
Asset Investment property Capital

Share Accumulated General Share revaluation revaluation revaluation Distributable Exchange redemption
capital profits reserve premium reserve reserve reserve reserve reserve reserve Total

HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M

For the six months ended
30 September 2002:

Balance at 1 April 2002 289.3 4,693.5 78.3 866.7 188.4 21.0 — 450.7 (287.8) 3.1 6,303.2

Exchange differences arising from
translation of overseas operations — — — — — — — — 15.3 — 15.3

Share of exchange reserve from
an associate — — — — — — — — 0.8 — 0.8

Minority shareholders’ share of
changes in reserves — — — — — — — — (0.4) — (0.4)

Net gains and losses not recognised
in the income statement — — — — — — — — 15.7 — 15.7

289.3 4,693.5 78.3 866.7 188.4 21.0 — 450.7 (272.1) 3.1 6,318.9

Realised on liquidation of a subsidiary — — — — — — — — 0.1 — 0.1

Net profit for the period — 68.1 — — — — — — — — 68.1

Balance at 30 September 2002 289.3 4,761.6 78.3 866.7 188.4 21.0 — 450.7 (272.0) 3.1 6,387.1

For the six months ended
30 September 2001:

Balance at 1 April 2001 289.3 4,756.0 78.3 866.7 193.2 23.5 33.2 450.7 (298.2) 3.1 6,395.8

Revaluation decrease of non-trading
securities — — — — — (3.8) — — — — (3.8)

Exchange differences arising from
translation of overseas operations — — — — — — — — 17.4 — 17.4

Minority shareholders’ share of
changes in reserves — — — — — — — — (1.2) — (1.2)

Net gains and losses not recognised
in the income statement — — — — — (3.8) — — 16.2 — 12.4

289.3 4,756.0 78.3 866.7 193.2 19.7 33.2 450.7 (282.0) 3.1 6,408.2

Realised on disposal of investments
in securities — — — — — (4.9) — — — — (4.9)

Net profit for the period — 28.0 — — — — — — — — 28.0

Dividends — (34.7) — — — — — — — — (34.7)

Balance at 30 September 2001 289.3 4,749.3 78.3 866.7 193.2 14.8 33.2 450.7 (282.0) 3.1 6,396.6

CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY (continued)

(
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CONDENSED CONSOLIDATED CASH
FLOW STATEMENT

Six months ended 30 September

2002 2001

HK$’M HK$’M

(unaudited) (unaudited)

(restated)

Net cash from (used in)

operating activities 642.8 (5.8)

Net cash used in investing activities (62.7) (878.3)

Net cash from (used in)

financing 160.0 (110.4)

Increase (decrease) in cash and

cash equivalents 740.1 (994.5)

Cash and cash equivalents at beginning

of the period 1,180.4 1,987.8

Effect of foreign exchange rate change 0.2 1.3

Cash and cash equivalents at end of

the period 1,920.7 994.6

Analysis of the balance of cash and

cash equivalents

Cash and cash equivalents

as previously reported 1,920.7 924.6

Effect of reclassification of short term bank loan — 70.0

Cash and cash equivalents

as restated 1,920.7 994.6
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NOTES TO THE CONDENSED FINANCIAL
STATEMENTS
For the six months ended 30 September 2002

1. Basis of preparation

The condensed financial statements have been prepared in

accordance with Statement of Standard Accounting Practice No.

25 “Interim financial reporting” (“SSAP 25”) issued by the Hong

Kong Society of Accountants and with the applicable disclosure

requirements of Appendix 16 to the Rules Governing the Listing

of Securities on The Stock Exchange of Hong Kong Limited (the

“Listing Rules”).

2. Principal accounting policies

The condensed financial statements have been prepared under

the historical cost convention, as modified for the revaluation of

investment properties, hotel properties and investments in

securities.

The accounting policies adopted are consistent with those followed

in the preparation of the Group’s annual financial statements for

the year ended 31 March 2002, except as described below.

In the current period, the Group has adopted, for the first time, a

number of new and revised Statements of Standard Accounting

Practice (“SSAP(s)”) issued by the Hong Kong Society of

Accountants, which has resulted in the adoption of the following

revised accounting policies.

The adoption of these SSAPs has resulted in changes in the format

of presentation of the cash flow statement and the inclusion of a

statement of changes in equity in lieu of the statement of

recognised gains and losses, but has had no significant effect on

the results for the current or prior accounting periods.

1.

25

25

2.
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2. Principal accounting policies (Continued)

Foreign currencies

The revisions to SSAP 11 “Foreign Currencies Translation” have

eliminated the choice of translating the income statements of

overseas operations at the closing rate for the period. They are

now required to be translated at an average rate. Accordingly, on

consolidation, the assets and liabilities of the Group’s overseas

operations are translated at exchange rate prevailing on the balance

sheet date. Income and expense items are translated at the average

exchange rate for the period. Exchange differences arising, if any,

are classified as equity and transferred to the Group’s exchange

reserve. Such translation differences are recognised as income or

as expenses in the period in which the overseas operations are

disposed of. This change in accounting policy has not had any

significant effect on the results for the current or prior accounting

periods.

Cash flow statements

In the current period, the Group has adopted SSAP 15 (Revised)

“Cash Flow Statements”. Under SSAP 15 (Revised), cash flows are

classified under three headings - operating, investing and financing,

rather than the previous five headings. Interest and dividends,

which were previously presented under a separate heading, are

classified as operating, investing or financing cash flows, where

applicable. Cash flows arising from taxes on income are classified

as operating activities, unless they can be separately identified with

investing or financing activities. In addition, the amounts presented

for cash and cash equivalents have been amended to exclude short-

term loans that are financing in nature. The re-definition of cash

and cash equivalents has resulted in a restatement in the

comparative amounts shown in the condensed consolidated cash

flow statement.

3. Segment information

The Group’s turnover and contribution to profit from operations

analysed by principal activities are as follows:

For management purposes, the Group is currently organised into

seven operating divisions: property development, property

investment, services provided, hotels, treasury investment,

manufacturing and construction. These divisions are the basis on

which the Group reports its primary segment information.

2.

11

15

3.
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3. Segment information (Continued)

Segment information about these businesses for the six months

ended 30 September 2002 is presented below:

Business Segments

Property Property Services Treasury
development investment provided Hotels investment Manufacturing Construction Eliminations Total

HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M HK$’M

Six months ended
30 September 2002

TURNOVER
External sales 771.7 106.0 163.6 73.1 33.2 51.6 — — 1,199.2

 # Inter-segment sales # — 4.0 10.8 0.2 — — — (15.0) —

Total 771.7 110.0 174.4 73.3 33.2 51.6 — (15.0) 1,199.2

SEGMENT RESULTS 123.6 63.8 (13.7) 8.3 (14.9) (0.1) — 167.0

Interest income 11.5
Unallocated corporate

expenses (19.5)

Profit from operations 159.0
Finance costs (30.9)
Share of results of

associates (0.5) — 0.2 — — 0.5 (4.7) (4.5)
Share of results of jointly

controlled entities — — (5.1) — — — — (5.1)
Amortisation of goodwill (2.9)

Profit before taxation 115.6
Taxation (7.0)

Profit before
minority interests 108.6

 Six months ended
30 September 2001

TURNOVER
External sales 27.6 95.2 172.5 83.2 19.0 50.0 45.8 — 493.3

 # Inter-segment sales # — 8.9 8.7 — — — 259.3 (276.9) —

Total 27.6 104.1 181.2 83.2 19.0 50.0 305.1 (276.9) 493.3

SEGMENT RESULTS (25.5) 64.0 (4.1) 12.9 18.3 (2.7) (10.0) 52.9

Interest income 43.3

Profit from operations 96.2
Finance costs (42.2)
Share of results of

associates 0.2 (0.3) (1.0) — — 0.2 — (0.9)
Share of results of jointly

controlled entities — — (4.9) — — — — (4.9)
Amortisation of goodwill (6.9)

Profit before taxation 41.3
Taxation (9.5)

Profit before
minority interests 31.8

3.

# Inter-segment sales are entered into in accordance with the relevant agreements governing those

transactions in which the pricing is with reference to prevailing market prices.

#
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Six months ended 30 September

2002 2001

HK$’M HK$’M

Profit from operations has been arrived at

after charging (crediting):

Amortisation of goodwill for subsidiaries 0.7 —

Interest income (11.5) (43.3)

Unrealised loss (gain) on trading securities 9.4 (1.3)

Depreciation

Owned assets 58.1 61.7

Assets under finance leases 0.2 0.2

Loss on disposal of property, plant and

equipment 1.3 2.4

Net exchange gain (4.4) (8.5)

Depreciation capitalised in costs of contract

work — 1.7

4. Profit from operations

5. Finance costs

4.

5.

Six months ended 30 September

2002 2001

HK$’M HK$’M

Interests on

Bank borrowings wholly repayable

within five years (32.9) (41.3)

Other borrowings wholly repayable

within five years (40.1) (41.6)

Other borrowings wholly repayable

after five years (0.2) (0.6)

Total borrowings costs (73.2) (83.5)

Less: Amounts included in the cost of

qualifying assets 46.9 43.2

(26.3) (40.3)

Bank financing charges (4.6) (1.9)

(30.9) (42.2)
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6. Taxation

Six months ended 30 September

2002 2001

HK$’M HK$’M

The charge comprises:

Hong Kong Profits Tax calculated at 16%

16% of the estimated assessable profit

for the period 3.5 7.4

Overseas taxation calculated at rates

prevailing in respective jurisdictions 2.2 2.0

5.7 9.4

Share of Hong Kong Profits Tax attributable

to associates 1.3 0.1

7.0 9.5

6.

7. Interim dividend

The directors do not recommend the payment of an interim

dividend for the six months ended 30 September 2002 (six months

ended 30.9.2001: nil).

8. Earnings per share — basic

The calculation of basic earnings per share is based on the net

profit for the period of HK$68.1 million (six months ended

30.9.2001: HK$28.0 million) and on 1,157,378,029 shares (six

months ended 30.9.2001: 1,157,378,029 shares) in issue during

the period.

No diluted earnings per share has been presented because the

exercise prices of the Company’s options outstanding during the

period were higher than the average market price for the

Company’s shares for the period.

7.

8.   

68.1

28.0

1,157,378,029

1,157,378,029



27

HKR International Limited

9. Property, plant and equipment

HK$’M

Net book values at 1 April 2002 1,910.0

Currency realignment 14.5

Additions 239.4

Disposals (1.5)

Depreciation (58.3)

Net book values at 30 September 2002 2,104.1

10. Goodwill

9.

10.

HK$’M

Cost

At 1 April 2002 240.9

On acquisition of interest in a subsidiary 0.6

At 30 September 2002 241.5

Amortisation

At 1 April 2002 238.0

Charge for the period 0.7

At 30 September 2002 238.7

Net book value

At 30 September 2002 2.8

At 31 March 2002 2.9
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11. Investment in securities

30.9.2002 31.3.2002

HK$’M HK$’M

Non-trading

Equity securities:

Unlisted 54.3 54.3

Trading

Equity securities and managed investment

funds:

Listed 159.1 183.9

Unlisted 818.2 819.9

977.3 1,003.8

Debt securities and managed bond

portfolio:

Listed 345.0 211.6

Unlisted 42.5 321.5

387.5 533.1

Total trading securities 1,364.8 1,536.9

1,419.1 1,591.2

Analysis for reporting purposes:

Current 1,390.3 1,562.4

Non-current 28.8 28.8

1,419.1 1,591.2

Market value of listed securities:

Listed in Hong Kong 2.2 7.8

Listed overseas 501.9 387.7

504.1 395.5

11.
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11. Investment in securities (Continued)

Notes:

(a) Included in the above trading securities are managed treasury investment

funds which are managed by professional investment managers

amounting to approximately HK$975.1 million as at 30 September 2002

(31.3.2002: HK$995.9 million). The underlying investments of these

funds include investments in equity securities.

In addition, an amount of approximately HK$79.4 million (31.3.2002:

HK$285.4 million) of securities issued by banks and other financial

institutions is included in the above trading securities as at 30 September

2002. An amount of approximately HK$275.6 million included in the

above trading securities as at 30 September 2002 (31.3.2002: HK$231.8

million) represents bond portfolio held by the Group which is managed

by professional investment managers. This portfolio mainly comprises

securities issued by central banks, banks and other financial institutions

and corporate entities. The remaining balance of the investments in

securities as at 30 September 2002 principally relates to securities issued

by corporate entities.

(b) The maturity of the debt securities as at 30 September 2002 falls into (i)

within three months with nil amount (31.3.2002: HK$285.4 million); (ii)

over three months but less than one year with nil amount (31.3.2002:

nil); (iii) over one year but less than five years with an amount of HK$23.4

million (31.3.2002: nil) (iv) over five years with an amount of HK$16.6

million (31.3.2002: HK$15.3 million); and (v) unspecified/perpetual

maturity (comprising mainly managed bond portfolio) with an amount

of HK$347.5 million (31.3.2002: HK$232.4 million).

12. Properties under development for sale

During the period, the Group has completed the development of

these properties and transferred to the properties held for sale

accordingly.

11.

(a)

975.1

995.9

79.4

285.4

275.6

231.8

(b)

(i)

285.4 (ii)

( i i i )

23.4

(iv) 16.6

15.3 (v)

347.5

232.4

12.



30

13. Trade receivables

The credit period allowed by the Group to its customers is

dependent on the general practice in the industry concerned. For

property sales, various payment terms are available to suit the

buyers. Property rentals are payable in advance. Payments for club,

hotel and other services are due on demand.

The following is an aged analysis of trade receivables at the

reporting date:

13.

30.9.2002 31.3.2002

HK$’M HK$’M

Not yet due 459.1 589.9

Overdue:

0 - 60 0-60 days 21.0 29.8

61 - 90 61-90 days 2.3 2.7

90 Over 90 days 3.8 8.4

486.2 630.8

14. Trade payables and accrued charges

Included in trade payables and accrued charges are trade payables

of HK$132.0 million (31.3.2002: HK$138.9 million), an aged

analysis of which is as follows:

14. 

132.0

138.9

30.9.2002 31.3.2002

HK$’M HK$’M

Not yet due 105.9 96.2

Overdue:

0 - 60 0-60 days 13.4 29.3

61 - 90 61-90 days 6.9 6.3

90 Over 90 days 5.8 7.1

132.0 138.9
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14. Trade payables and accrued charges (Continued)

Also included in trade payables and accrued charges is provision

for certain construction obligations of HK$356.5 mill ion

(31.3.2002: HK$356.5 million). In the course of the property

development activities, the Group is obliged to construct certain

common or public facilities within the development projects in

accordance with the development plans approved by the relevant

authorities. Accordingly, the Group has made provision for such

construction costs when a realistic estimate can be made of the

amount of this obligation. No movement of the provision is noted

during the six months ended 30 September 2002.

15. Bank loans

30.9.2002 31.3.2002

HK$’M HK$’M

Bank loans 3,013.5 2,512.5

Less: Amount due within one year included

under current liabilities (312.4) (207.3)

Amount due after one year 2,701.1 2,305.2

Bank loans are repayable:

On demand or within one year 312.4 207.3

Between one to two years 338.1 1,150.9

Between two to five years 2,353.5 1,144.2

After five years 9.5 10.1

3,013.5 2,512.5

Secured 363.5 527.5

Unsecured 2,650.0 1,985.0

3,013.5 2,512.5

During the period, the Group raised new bank loans in the amount

of HK$2,646.7 million for replacement of certain existing bank

loans with more favourable terms.

2,646.7

14. 

356.5

356.5

15.
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16. Contingent liabilities16.

30.9.2002 31.3.2002

HK$’M HK$’M

Guarantees given, to the extent of the Group’s
proportionate share, in respect of banking and
other facilities granted to:
— an associate (note) 1,240.0 1,240.0
— investee companies 105.3 720.4

1,345.3 1,960.4

17. Capital commitments

Tung

C h u n g  S t a t i o n  D e v e l o p m e n t

Company Limited TCSDCL

TCSDCL 40

40

TCSDCL

Note: The Group, together with other joint venture partners of Tung Chung

Station Development Company Limited (“TCSDCL”), an associate of the

Group, (collectively the “Guarantors”), has executed a joint and several

undertaking in favour of banks providing finance to TCSDCL amounting

to HK$4 billion (31.3.2002: HK$4 billion) to procure that TCSDCL or the

Guarantors, as appropriate, will perform and observe obligations under

the development agreement with MTR Corporation Limited and to

achieve completion of the Tung Chung Station Development Package II

project.

17.

30.9.2002 31.3.2002

HK$’M HK$’M

Capital commitments in respect of project

development costs:

Contracted for but not provided 388.6 386.5

Authorised but not contracted for 187.6 444.5

576.2 831.0

Capital commitments in respect of acquisition

of property, plant and equipment:

Contracted for but not provided 39.8 34.9

Authorised but not contracted for 24.2 5.4

64.0 40.3

Commitments in respect of acquisition of

an interest in a subsidiary:

Contracted for but not provided 24.7 —

24.7 —

664.9 871.3
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18. Related party transactions

During the period, the Group had significant transactions with

related parties as follows:

(A) Transactions with associates of Mr Cha Chi Ming, the

Chairman of the Company:

Six months ended 30 September

2002 2001

HK$’M HK$’M

The Mingly Corporation Transactions with The Mingly

Limited Corporation Limited and

its subsidiaries:

Marketing and leasing agency service

a fee received by the Group (note a) — 0.9

Supervision and contractor fee

on repairs, renovation and

a maintenance projects received

by the Group (note a) — 0.7

Rental income received by

b the Group (note b) 0.5 0.2

Cagen Holdings Transactions with Cagen Holdings

Limited Cagen Limited (“Cagen”) for the

Cagen management by Cagen

of certain funds of the Group:

Manager’s carried interest paid by

a the Group (note a) 4.6 5.8

18.

(A)

Notes:

(a) The pricing of the transactions was determined in accordance
with the terms of the relevant agreements.

(b) The pricing of the transactions was determined with reference to
market prices.

(a)

(b)
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18. Related party transactions (Continued)

(B) Transactions with associates of the Group

During the period, the Group had significant transactions

with associates of the Group as follows:

Six months ended 30 September

2002 2001

HK$’M HK$’M

Aggregate transaction value in

respect of the following

transactions entered into by the

Group with Hanison Construction

a Holdings Limited and

its subsidiaries (note a):

 — Construction transactions 455.6 —

 — Renovation transactions 1.3 —

b Purchase of goods (note b) — 10.6

b Sales of goods (note b) 11.0 7.9

Management fee and other

operating service fees

c received (note c) 0.3 3.5

d Interest income received (note d) 1.3 1.6

18.

(B)

Notes:

(a) The pricing of the transactions was determined in accordance
with the terms of the relevant agreements.

(b) The pricing of the transactions was determined with reference to
market prices.

(c) The pricing of the transactions was determined with reference to
actual costs incurred.

(d) The pricing of the transactions was determined with reference to
prevailing market rates.

(a)

(b)

(c)

(d)
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 • 

TO THE BOARD OF DIRECTORS OF HKR INTERNATIONAL LIMITED

INTRODUCTION

We have been instructed by the Company to review the interim financial
report set out on pages 16 to 34.

DIRECTORS’ RESPONSIBILITIES

The Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of an interim financial report
to be in compliance with Statement of Standard Accounting Practice
No. 25 “Interim financial reporting” issued by the Hong Kong Society
of Accountants and the relevant provisions thereof. The interim financial
report is the responsibility of, and has been approved by, the directors.

REVIEW WORK PERFORMED

We conducted our review in accordance with SAS 700 “Engagements
to review interim financial reports” issued by the Hong Kong Society of
Accountants. A review consists principally of making enquiries of
management and applying analytical procedures to the interim financial
report and based thereon, assessing whether the accounting policies
and presentation have been consistently applied unless otherwise
disclosed. A review excludes audit procedures such as tests of controls
and verification of assets, liabilities and transactions. It is substantially
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 financial report.

REVIEW CONCLUSION

On the basis of our review which does not constitute an audit, we are
not aware of any material modifications that should be made to the
interim financial report for the six months ended 30 September 2002.

Deloitte Touche Tohmatsu

Hong Kong, 28 November 2002

INDEPENDENT REVIEW REPORT

Certified Public Accountants

26/F,  Wing On Centre
111 Connaught Road Central
Hong Kong

•
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