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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30TH SEPTEMBER, 2002
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BASIS OF PREPARATION

The condensed finunciul stutements huve been prepured in
accordunce with the applicuble disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities on The Stock
Exchanye of Hony Kony Limited und with Statement of Standurd
Accounting Practice ("SSAP”) 25 “Interim Finunciul Reporting” issued
by the Hony Kony Society of Accountunts,

In prepuring the condensed finuncial stutements, the directors huve
given cureful considerution to the future liquidity of the Group in
light of its net current liubilities of upproximately HK$396,119,000 us
at 30th September, 2002. The directors ure sutisfied that the Group
haus auccess to sufficient funding and fucilities to be uble to meet in
full its liabilities us they full due for the foreseeuble future.
Accordingly, the condensed finunciul stutements huve been
prepured on u yoiny concern busis.
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PRINCIPAL ACCOUNTING POLICIES 2. XEGFHBEE

The condensed finunciul stutements have been prepured under the ERMBHRRIBEELRN T ERE - BT
historical cost convention, as modified for the revaluation of certain ETYWERBSHKREZEMELEER
properties und investment in securities.

The uccounting policies udopted ure consistent with those followed BrRSCRTEL AN - AR ST BUR W EREE A

in the prepurution of the Group’s unnuul finuncial stutements for
the yeur ended 31st Murch, 2002, except us described below:

In the current period, the Group udopted, for the first time, a number
of new und revised SSAPs issued by the Hony Kony Society of
Accountunts, which hus resulted in the udoption of the followiny
revised uccountiny policy. The udoption of these SSAPs hus no
muteriul effect on the results for the current or prior accounting
periods. Accordingly, nho prior period udjustment is required.

In uddition, the udoption of the revisions to SSAP 1 “Presentution of
financiul statements” und SSAP 15 “Cush flow statements” hus
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resulted in u change in the format of presentation of the stutement BE] DR EREREHRRASRERZE
of chunges in eyuity and the cush flow stutement, respectively. Hl| % = 2
Foreign currencies h g

The revisions tfo SSAP 11
eliminated the choice of trunsluting the income statements of

“Foreigh currency trunslation” huve

overseus subsidiuries und ussociutes ut the closing rate for the period.
They ure how reqyuired to be frunsluted ut un uveruye rute.
Accordingly, on consolidation, the ussets und liaubilities of the
Compuny’s subsidiaries and the Group’s ussociutes ure trunsluted
at exchunye rutes prevuiling on the buluance sheet dute. Income
and expenses items are transluted at the auveruage exchange rutes
for the period. Exchunyge differences arising, if uny, are clussified us
equity und trunsferred to the Group’s frunslation reserve. Such
trunslution differences ure recoynised us income or us expenses in
the period in which the subsidiary or ussociute is disposed of. This
chunye in uccounting policy hus hot hud uny muteriul effect on
the results for the current or prior uccounting periods.
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TURNOVER AND SEGMENTAL INFORMATION

Business segments

For munuygement purposes, the Group is currently orgunised into
two operuting divisions — investment und finance, und sule of building
muterials and muchinery. These divisions form the busis on which

the Group reports its primary segment information.

An unulysis of the Group’s turnover und contribution to operutiny

results by business segment is presented below:
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Turnover
External
Inter-seyment

Result
Seyment result

Unullocuted corporute expenses

Loss from operutions
Finunce costs
Shure of results of ussociutes

Loss before tuxution
Tuxution

Loss for the period
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Six months ended 30th September, 2002

Sale of

building

Investment materials
and finance and machinery Eliminations Consolidated
HK$’000 HK$°000 HK$°000 HK$°000

BE-EZE-FAA=THLXEA

RE HERE
R 8t % R B 5 85 wE
THER THER THER THER
9,348 4,377 - 13,725
569 - (569) -
9,917 4,377 (569) 13,725
1,184 699 - 1,883
(5,399)
(3,516)
(17,461)
(67,767) - - (67,767)
(88,744)
(10,462)
(99,206)
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Six months ended 30th September, 2001
Sule of
buildiny
Investment muterials
and finunce dnd machinery Eliminations Consoliduted
HK$'000 HK$'000 HK$'000 HK$'000
HE-_TET—FNLA=F+HLE~EAR
®E HEREE
N 81 7% R B M AR Eiig | A
FAET FAET FAET FAET
Turnover B
External #Hh 20,423 3,112 - 23,535
Inter-segment 7 &b 2 699 - 699) -
21,122 3,112 (699) 23,535
Result E
Seyment result DEELE 16,398 148 - 16,546
Unullocuted corporute expenses TR 2 hETH (5.992)
Profit from operations 4 IS TS R T 10,554
Finance costs B 75 AR AR (28.,207)
Guin arising from dilution of ESE: R kNS R
interests in ussociutes mEA z Wz 2,122 - - 2,122
Share of results of associates BOME A RESR 16,635 - - 16,635
Profit before tuxution R B B = 1,104
Taxation Bi1E (8,061)
Loss for the period BN E 1B (6.957)

Inter-segment sules ure charged ut prevuiling market rute for both
periods.

No ygeoyruphicul unulysis is provided us less than 10% of the
consoliduted revenue und less thun 10% of the consoliduted (loss)
profit from operutions of the Group ure attributable fo markets
outside Hony Kony.

4. IMPAIRMENT LOSS RECOGNISED ON INVESTMENT SECURITIES

During the period, the Group received certuin infterests in u listed
investment us repuyment of the shareholder’s loun advunced to un
ussociute. As ut 30th September, 2002, the directors estimuted that
the recoveruble umount of the listed investment held wus its net
murket selling price und un impuirment loss on that investment
security of upproximautely HK$16,813,000 hus been recoynised in the
conhdensed finunciul stutements in the current period.
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TAXATION

No provision for Hony Kony Profits Tux hus been mude in the
conhdensed finunciudl stutements us the Group had ho ussessuble
profit for the period. The churge for euch of the six months ended
30th September, 2002 und 30th September, 2001 represents the
Group’s shure of tux on the results of ussociutes.

LOSS PER SHARE
The culculation of the busic und diluted loss per shure is bused on

the following dutu:
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Loss for the period
Dividend for preference shares

Loss for the purposes of busic loss per share

HnEE
B RS

E iﬂx%$§ﬂ§21§ﬁa

Effect of dilutive potential ordinary shares: B IS Hx Z R pE
Adjustment to the share of results ﬁﬂﬁ N R EER
of ussociutes bused on dilution HERA ﬂ ?ﬁ 7§ &
of their eurnings per share FR{EH 2 3%

Loss for the purposes of diluted loss per share

AHERBEERZEBE

Weighted average humber of ordinary shares TEERERNEER
for the purposes of busic loss per share EREEEEZ
und diluted loss per shure LB AR N I

Six months ended
30th September,

2002 2001
HK$’000 HK$’000
(unaudited) (unuudited)
BEAA=+HLEKREA
—22=F —Z2T-F
FTHER FET
(KRB ER) (REg&E%)
(99,206) (6.957)
(9,245) (9.245)
(108,451) (16,202)
(883) (967)
(109,334) (17,169)
Number Number
of shares of shures
B4 #AB gl ¢!
630,960,774 584,485,364

The convertible notes und share options ure unti-dilutive us the
exercise of these convertible notes und shure options would result

in u decreuse in loss per shure for both periods.

MOVEMENTS IN INVESTMENT PROPERTIES

Duriny the period, the Group disposed of its investment property ut
its carrying umount of upproximately HKS1 million to un independent

third purty.
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8.  CONVERTIBLE NOTES RECEIVABLE
The convertible notes ure gyuurunteed by u compuny with its
securities listed on The Stock Exchuhye of Hony Konhy Limited (the
“Guurantor”), bear interest ut 5% per unnum und repuyuble on 28th
August, 2005. The convertible nhotes cun be converted into shares of
the Guuruntor ut the specified price (subject to udjustment) on or
before 28th Auyust, 2005.

9. TRADE AND OTHER RECEIVABLES
The followiny is un uged unulysis of trude receivubles:

ERTEERE

AT RE I H —MEESFREEHER
ZARRR LTz R A (MHERADER - &
FEEESRAEMNE  WAR_ZTRAFNAZ
TNAREE A BRREBEIR_ZZTAFNA
“HtNBRZAREEER (A THRB)BRA
ERAZED -

EZRHMEKERR
RWE SRR ZEHERDTWT

30th September, 31st Murch,
2002 2002
HK$°000 HK$’000
(unaudited) (uudited)
—EE-F —ETF
AWA=+H —A=+—H
FHET FAET
(R BEX) (& ®1%)
Trade receivubles EWE ZER
0 - 30 duys 0—30H 2,121 1,312
31 - 60 duys 31—-60H 76 98
61 - 90 duys 61—90H 42 16
Over 90 days 18 38 90H 91 123
2,330 1,549
Other receivubles, prepuyments H i Uk AR X
und deposits ENRERIES 21,506 1,026
23,836 2,575
The general credit term is 30 to 60 days. —RIEEHA30E60H -
10. TRADE AND OTHER PAYABLES 10, ESREMEMERR
The followiny is an aged analysis of frade puyubles: BREBESERZER>TOT ¢
30th September, 31st Murch,
2002 2002
HK$°000 HK$’000
(unaudited) (uudited)
—EE-F —ETF
AA=+H —A=+—H
FHET FAET
(R BEZ) (& ®1%)
Trade payables EREZER
0 - 30 duys 0—30H 12,300 11,592
31 - 60 duys 31—-60H 175 81
61 - 90 duys 61—90H 53 1
Over 90 days i 1@ 90H 4 47
12,532 11,721
Other puyubles und H B BR R %
accrued charges FEETRX 12,781 10,287
25,313 22,008

ITC Corporation Limited
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11.  CONVERTIBLE NOTES 11, ATRRERE
30th September, 31st Murch,
2002 2002
HK$’000 HK$'000
(unaudited) (uudited)
—BEC-F —EET_F
AA=+H —A=+—H
FET FHET
(R BER) (& ®1%)
HK$120,000,000 convertible 120,000,000 TR Z T T —F
notes due 2002 (note w) BIER TR E R (B a) 120,000 120,000
Less: Unumortised deferred expenditure B REHELER - (344)
120,000 119,656
HK$460,000,000 convertible 460,000,000 TR _EZT =4
notes due 2003 (note b) B2 AT R AR (MY 2Eb) 460,000 460,000
Less: Unumortised deferred expenditure W RBHELER (808) (2,021)
459,192 457,979
579,192 577,635
Notes: Kz
(u) The notes bear interest at the best lendinyg rate of Hony Kong (U) ZEEBEEBELE) RITBR AR
Dollur us yuoted by The Hohykony und Shunyhui Bunking HeBTEEEE %lzi (Fi A=) E
Corporution Limited (the “Best Lending Rute”) und puyuble B ﬁﬁéﬁiiﬁiﬁ/ﬁiﬁu—/ﬂ c FTBER
semi-annuully in arrears. All the noteholders have un option to BEABREER_-_ZT_F+AAA
convert the notes into ordinary shares of the Company ut un (skfi sz B BAYY JE& A - BIRCBEIR 2 &
udjusted conversion price of HK$1.06 per shure, subject to ¥H)K ZRTRTR1.068 T 2 K AR
adjustments, on or before 5th October, 2002 (or the next MRE (] THRE) BEBERLSED AILA
followiny business day if it is not u business day). The ordinary B - HEBmER MG FET2EBRESS
shares to be issued upon such conversion dre to rank pari pPUssu mMYEREABREABE BT ZARRE
in all respect with the ordinury shures of the Compuny in issue AREZERSEER -

onh the relevunt conversion dute.

Notes with principul vaulue of HK$50,000,000 ure held by
Guluxywuy Investments Limited ("Gulaxyway”). Guluxywuay is
a wholly ownhed subsidiury of Chinuview International Limited
which was, in turh, wholly owned by Dr. Chun Kwok Keuny,
Charles ("Dr. Charles Chan”), u director und u substuntiul
shureholder of the Compuny.

In uddition, holder of notes with principul value of HK$10,000,000
agreed to extend the repuyment dute to 3rd Murch, 2003 while
the remuining notes with principul value of HK$60,000,000 were
fully redeemed subsequent to 30th September, 2002,

(b) The notes beur interest ut the Best Lendiny Rute und puyuble
semi-unnudlly in arreurs. All the hoteholders have aun option to
convert the hotes intfo ordinury shares of the Compuny ut un
udjusted conversion price of HK$1.68 per shure, subject to
adjustments, on or before 1st Murch, 2003 (or the next followinyg
business day if it is hot u business duy). The ordinary shures to
be issued upon such conversion ure to rank pari pussu in ull
respect with the ordinury shures of the Compuny in issue on
the relevunt conversion dute.

Notes with principul value of HK$200,000,000 ure held by
Guluxywuy.

ITC Corporation Limited -
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(c) Pursuunt to a redemption und subscription ugreement duted (c) RBEARQA HEGuluxyway it — T E — F
16th September, 2002 und u supplementul ugreement duted N A 7N B RIS 2 B0 KGR 1 ok B 1 —
4th October, 2002 entered into between Galuxyway and the TE_FTANBRI 2R BZE - AR
Compuny, the Compuny ugreed to redeem the existing AR EEL E‘H\Guluxywqy?%ﬁzfﬁﬁﬂ
convertible notes (notes due 2002 in the sum of HK$50,000,000 MR R(EX () rain = 2T —F 2
per (u) ubove und hotes due 2003 in the sum of HK$200,000,000 HiM % /50,000,000 T2 BEE K X
per (b) ubove) held by Guluxyway und, in consideration, () prat  —F T = 4 B #i [ 875
subscribe for the new convertible notes in the principal amount 200,000,000 Tt 2 E#) r mMEA R
up fo HK$250,000,000 ut fuce value by Guluxyway. & - AGuluxywuyZEERBE RS ET

% 7 250,000,000/ 7T 2 %7 A] 2 AR 2 4% -

(o) Pursuunt fo u plucing ugreement duted 20th September, 2002 (d) REEREEHELSERAFA(EREE
and o supplemental ugreement dated 4th October, 2002 P BRRRFR_FE_FALA-TH
entered info between BNP Paribus Peregrine Securities Limited Y2REBEER-_ZEZE_F+AWAE]
("BNP Puribus Peregrine”) und the Compuny, BNP Puribus Nzt BERAEEHRBEE/LD
Pereyrine ugreed to place us an agent of the Compuny hew RAIZRE  R[BRAEIEE R T
convertible notes in un agyregate principul amount of up to SE=AZHHEZA  BEASRETS
HK$330,000,000 on u best endeuvours busis to the existing #330,000,0007 7t 2 # Al IR S35 T 1R
noteholders (except Guluxyway) und/or other independent BZEHEA (T BEGUlaxyway) &/
investors on or before 3rd March, 2003. S HMBIIEES -

(e) The new convertible notes to be issued referred to (c) und (d) () Ex(c)R(d)Frais FEITASELET
above with aggregate principal value of up to HK$580,000,000 % 1X680,000,0007% T 2 #7 A # R 52 4% 78
are repaydble on the third anniversary (the “Maturity Date”) RETEBRBH=@EF ([FHA])E
of the dute of issue of the notes und beur interest ut the Best B WREBNEABANERNGETE
Lending Rute und puydble semi-unnually in arrears. All the MBS TARBHAEABEERRE
noteholders have un option to convert the notes into ordinary BEETHBRFT @A EZE A TRIE
shures of the Compuny at un initiul conversion price of HK$0.30 180,30 7T 2 M1 25 AR & (AT FAE) &
per share, subject to udjustments, from time to time %T§$§@<E$Qﬁ? Tm Ak o B FERRR M iS
immediately followiny the expiry of the period of 3 months FEROZEARESHTAHERERABRRK
from the date of issue until the Maturity Date. The ordinary HEEEHTZ2ARATAR=ZERS#
shares to be issued upon such conversion ure to rank puri pussu = ©
in all respect with the ordinury shures of the Compuny in issue
onh the relevunt conversion dute.

12. SHARE CAPITAL 12. KX
30th September, 31st Murch,
2002 2002
HK$’000 HK$'000
(unaudited) (uudited)
—BEC-F —EET_F
AB=+H =A=+—H
FET FHET
(R BER) (& ®1%)
Issued und fully puid: EBEITRAR :
630,960,774 ordinary shares of SREME0IOETZ
HK$0.10 euch & AR 630,960,7748% 63,096 63,096
267,980,000 compulsorily SREME0IOETZ
convertible cumulative & Hl M PT HARR R AR
preference shures of HK$0.10 euch 18 5t 12 267,980,0008% 26,798 26,798
89,894 89,894

AAFARARBRHLEES -

There wus ho movement in the shure capitul of the Compuny during
the period.

EEER

REER  AEBREAELI17,682,000 8
T(ZEZT_F=R=+—H : 17,618,000 /&
T ZETIHREFTEEBTRT - EAK
SEBME-REEME -

13. PLEDGE OF ASSETS 13.
At the bulunce sheet dute, certuin of the Group’s lund und buildinys
with un augygreygute currying vulue of upproximately HK$17,682,000
(31st Murch, 2002: HK$17,618,000) were pledyed to bunks to secure
generdl credit fucilities grunted to the Group.
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14, BEBEALZRERER
HANSRNEED  ANEBMBANTHBREALTHE
TZRG/ERZEFRBNAT

14. TRANSACTIONS AND BALANCES WITH RELATED PARTIES
Duriny the period or ut the bulunce sheet dute, the Group had
transactions/bulunces with the followiny related purties, detuils of
which ure us follows:

Six months ended
30th September,
2002 2001
HK$°000 HK$ 000
(unaudited) (unaudited)
BEAR=TRHLEXEA
—EECHF —EE—F
FHET FAT
(R BEX) (REEZ)
Transactions x5
Associates: i /NS
Sules (hote u) HE (Wj‘ ,?Iu) 499 463
Dividend income & B A - 2,629
Interest income received (note b) BRI EW A (B itb) 4,252 14,395
Directors or compunies controlled EEREFEHZ
by directors: NETIE
Interest puid (note ) B A B (fF i) - 173
Interest puyuble on convertible notes AEEBTZAUBRKBER
issued by the Group (note d) J& 2 B (B ata) 6,424 8,760
Reluted compunies: B E N A
Interest income received (note b) BRI WA (K itb) 1,433 27
30th September, 31st Murch,
2002 2002
HK$°000 HK$ 000
(unaudited) (uudited)
—EB-F —TE-F
hA=+H =RA=+—H
FHET FAT
(R REZ) (& #|ix)
Balances ER
Associates: i /N
Bulunce due fo ussociutes (note e) FET B & R B AE R (BT aFe) 78 11
Bulunce due from ussociutes (note f) JIE M5 Bk 4 R B S R (Y AP 113,153 148,528
Reluted compunies: E2ptd
Bulance due to reluted FERTRRE R RIS K
compunies (hote e) (Kf ite) 80 -
Bulance due from reluted FE U B iE A B &S K
compunies (note ) (Kt atg) 43,640 45,746
In addition to the ubove, us ut 31st March, 2002 und 30th September, B EXFTEiIN RZTETEZF=ZA=+—HK
2002, convertible notes totulling HK$250,000,000 ure puyuble to ZETEFNA= -I— H J& F Galaxyway > A]

Guluxywuy.

ITC Corporation Limited -
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Notes:

(u) Sules ure curried out by reference to the prevuiling murket
price for compuruble trunsuctions.

(b) Interest is charged ut commercial rutes.
(c) Interest is puyuble bused on 1% over the Best Lendinyg Rute.
(d) Interest is puyuble bused onh the Best Lending Rute.

(e) The umounts ure interest-free, unsecured und repuyuble on
demaund.

(f)  The umounts ure uhsecured und repuyuble within one yeuar.
Of these umounts, un umount of upproximately HK$109,332,000
(31st Maurch, 2002: HK$114,600,000) beurs interest ut commercial
rates. The remuininy bulance is inferest-free.

(¥) The umounts ure uhsecured und repuyuble within one yeuar.
Of these umounts, un umount of upproximately HK$37,000,000
(31st Murch, 2002: HK$42,000,000) beurs interest ut commercial
rates. The remuininyg bulance is inferest-free.

Reluted compunies dre compunies in which the Group hus
beneficiul interests und hus common directors.

POST BALANCE SHEET EVENT

The Bourd unnounced on 25th October, 2002 thut, conditionul upon
the approvul of the independent shareholders of the Compuny und
the bourd of directors of Puul Y. - ITC Construction Holdinygs Limited
("Paul Y. - ITC"), un ussociute of the Group, uyreeiny to tuke no
further steps to implement the group reorgunisation uhnounced on
7th October, 2002, the Group will muke u voluntary conditional cush
offer of the price of HK$0.30 for euch share in Paul Y. - ITC, other
than the shures owned by the Compuny or its wholly owhed
subsidiuries. Conditionul upon the shure offer becominy
unconditionul, un offer will ulso be mude for the outstunding warrants
of Paul Y. - ITC, other than the warrunts owhed by the Compuny or
its wholly owned subsidiuries, ut the price of HKS0.01 per warrant in
cush. If the independent shureholders of the Compuny do not yive
the hecessury upprovul, then Dr. Charles Chun will muke the offers.
Dr. Churles Chun hus undertuken to the Compuny that he will
provide finunce to enuble the Group to sutisfy full ucceptunce of
the offers. The estimuted consideration puyuble under full
acceptunce of the offers is upproximutely HK$184 million.

On 4th December, 2002, un ordinury resolution hus been pussed ut
a speciul generul meeting of the Compuny for upproving the mukiny
of the offers. Subsequently, the offers huve become unhconditional
us the Group und the purties ucting in concert with it huve held or
controlled more thun 50% of the voting rights uttuching to the shares
of Puul Y. - ITC ut the close of business on 12th December, 2002.

ITC Corporation Limited -
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