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CHAIRMAN'’S STATEMENT

The bourd of directors ("Bourd”) of Paul Y. - ITC
Construction Holdings Limited (the “"Compuny”) ure
pleused to present the interim report und condensed
consoliduted finunciul statements of the Compuny und its
subsidiaries (the “"Group”) for the six months ended 30th
September, 2002. The cohsoliduted income statement,
consoliduted cush flow statement und consoliduted
stutement of chaunyges in equity of the Group for the six
months ended 30th September, 2002, und the consoliduted
bulunce sheet of the Group us ut 30th September, 2002,
dgll of which dre unuudited und condensed, ulony with
selected explunutory notes, ure set out on puyes 17 to 35
of this report. This interim report hus been reviewed by the
Compuny’s uuditors und audit committee.

INTERIM DIVIDEND

The Bourd huve resolved to puy un inferim dividend of 1
cent per shure for the six months ended 30th September,
2002 (2001: 1
uppeur on the reyister of members of the Compuny us at

cent per shure) to shureholders whose humes

the close of business on 21st Februury, 2003 (the “"Record
Dute”). The interim dividend is expected to be puid to
shareholders by post onh or uround 21st Maurch, 2003.

The Bourd huve udlso proposed thut the ubove interim
dividend should be sutisfied by way of u scrip dividend of
shares, with un option to elect cush in respect of purt or
dll of such dividend, subject to the Listing Committee of
The Stock Exchunge of Honyg Konyg Limited (the “Stock
Exchanyge”) grunting listing of und permission to deul in
the new shares to be issued. The market vulue of the shures
to be issued under the scrip dividend proposul will be fixed
by reference to the uveruye of the closinyg prices of the
Compuny’s shures for the five consecutive fruding duys
endiny the Record Dute less u discount of five per cent.
of such uveruye price or the pur vulue of shares, whichever
is the higher. A circulur ygivinyg full detuils of the scrip
dividend proposul und u form of election will be sent fo
shureholders.
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CLOSE OF REGISTERS OF MEMBERS AND
WARRANTHOLDERS

The reyisters of members and wurruntholders of the
Compuny will be closed from 19th Februury, 2003 to 21st
Februury, 2003, both dutes inclusive, during which period
no shure or wurrant transfers shall be effected. In order to
quulify for the interim dividend, dll transfers of shares
uccompunied by the relevunt share certificutes, and ull
duly completed und signhed subscription forms in respect
of wurrants of the Compuny uccompunied by the umount
due on subscription, must be lodyed with the Compuny’s
shure regyistrurs in Honyg Kony, Secreturies Limited at 5th
Floor, Wing On Centre, 111 Connuught Roud Central, Hony
Kony for reyistrution by no later than 4:00 p.m. on 18th
February, 2003 (with effect from 13th Junuury, 2003, the
uddress of Secreturies Limited will be chunged to Ground
Floor, Bunk of Eust Asiu Hurbour View Centre, 56 Gloucester

Roud, Wanchui, Hony Kony).

MANAGEMENT DISCUSSION AND ANALYSIS
Financial performance and positions

For the six months period under review, the Group’s
consoliduted turnover decreused by 19% to upproximutely
HK$1,983 million when compured with lust corresponding
period. It is muinly due to the reduction of revenue

genheruted from the civil enygineering sector.

Due to the continued severe competition in the
construction murket in Hony Konyg und reduced murygins
from construction projects in the recent yeurs, the Group
incurred u loss from operutions of HKS43 million us
compured with u profit of HK$37 million for the sume period
of lust yeur. With the reduced interest rutes, there were
savings in finunce costs by HK$8 million to some HKS$16
million for the period. Net investment expenses of ubout
HK$28 million comprised muinly holdiny losses of some
HKS$21 million owiny to the drop in murket prices of certuin
listed investments, HKS16 million revuluution deficit of the
Group’s investment properties us bused on independent
professionul valuutions us at 30th September, 2002 und
net off with interest income of some HK$8 million.
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Share of results of ussociutes und jointly controlled entities
reyistered u profit of ubout HKS76 million, showiny un
increuse which wus muinly attributable to the contribution
from Downer EDI Limited ("Dowher”) since the Group’s
share of Dowher’s results for the current period is culculuted
bused on its results for the six months from 1st Junhuary,
2002 to 30th June, 2002 whilst the compurative umount for
the sume period of lust yeur wus culculuted bused on its
results for the three months from 1st April, 2001 to 30th
June, 2001. Tuxution of some HK$18 million represented
muinly the overseus tux in respect of dividend received
from und shure of income tux of Downer. Loss for the period
wus HK$32 million und busic loss per share wus 3.1 cents.

When compured with the Group’s finuncial positions us at
last yeur end, totul ussets of the Group decreused by 10%
to some HK$5,593 million und net current ussets decreused
by 37% to some HK$295 million. Current ussets muintained
at 1.2 times of current liabilities. Net debts to equity rutio
increused slightly by 0.06 to 0.29 fimes ut this period end.
As u result of the share of Downer’s decreuse in exchunhye
reserve of some HKS$7 million, the loss of HK$32 million und
u dividend of HK$10 million for this period, shureholders’
funds decreused by 2% to HK$2,946 million.

OPERATIONS
Contracting and construction materials

During the period, the Group secured new contructs with
un ugyreyute uttributuble value of upproximately HKS1,351
million of which HK$1,309 million cume from privute sector.
The new contructs comprised some HKS$1,236 million of
building construction contracts und some HK$115 million

of speciulist works.
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OPERATIONS (continued)
Contracting and construction materials (confinued)

Contructs on hand at this period end decreused by 8% to
upproximutely HK$13,453 million while vulue of work
remuining ulso decreused by 6% to upproximutely HK$5,679
million when compured with lust financial yeur end. Profile
of contructs on hand ut the end of this period is us follows:
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Value of Value of

contracts on hand work remuining

as at 30/9/2002 us at 30/9/2002

R=-BE-F R_TT_F

AA=+H NA=+H

BEIREGHNEE BRTIEEER

HK$’ million HKS’ million

BEAT BEBET

Building construction BFERETRE 11,323 4,713
Civil engineering TARTHE 1,199 316
Speciulist works EHIF TR 931 650
13,453 5,679
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OPERATIONS (confinued)

Contracting and construction materials (confinued)

Some of the mujor contructs ure us follows:
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X% (&)
BRNIRKREENY (H)
MOEREHMT ¢

Value of Value of
contracts on hand work remuining
as at 30/9/2002 us at 30/9/2002
R=-BE-F R_TET_
AA=+H NA=+H
BEIREGHNEE BRTIEEER
HK$’ million HKS’ million
BEAT BEBET
Cheung Kony Center, Central ~ RIERETIEBEF L 2,890 116
Cyberport Development W AEREITE RIUERIDAEL)
(Contruct R1a und R1b) 2,558 2,471
Cyberport Development I BERERIIE (C1E4)
(Contruct C1) 1,131 227
Superstructure of Tsiny Yi Hotel BB/ FET 2 (FE - H))
(Phuse 2) 1,020 Q67
The Victoriu Towers, R EE T
Tsim Shu Tsui 951 99
Lei Yue Mun Estute, Phuse 1 2 PR (55 —H) 796 167
Site Formation for Lummu MY BEBEWMERTEZ
Power Stution Extension W EIR 724 224
Tseuny Kwun O Areu 73A 1% EIRTIAUER (88 =)
(Phuse 3) 490 288
Sheraton Hony Konhy BEREEREBIEREBMIE
Hotel & Towers Guestroom
Refurbishment 232 182
Others EHAh, 2,661 938
13,453 5,679
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OPERATIONS (confinued)

Contracting and construction materials (confinued)

Subseyuent tfo the period end, the Group secured further
new contracts with un uggreyute attributuble value of
upproximately HK$470 million, which comprised some
HK$287 million of building construction contracts from
privute sector und some HK$183 million of civil engineering
contructs from public sector.

The gross vulue of construction work in Hony Kony
continued to shrink. The Government hus been revising its
housinyg policy, in particular the cutbuck in flut production
under the Home Ownhership Scheme, such that
consideruble reduction wus recorded in the buildiny
construction work in public sector over the pust two yeurs.
With its well estublished credibility, experience und
technicul cupubilities, the Group hus munayed to secure
udditionul hew building construction contracts from privute
sector to compensute the loss in public sector.
Nevertheless, since sume numbers of contructors were
competing for lesser projects, the severe competition hud
inevitubly lowered the Group’s uverugye muryin from the

contracting business.

In Hony Kony, the reduction in furnover mainly cume from
civil enygineering uctivities since there were no new
conhtructs secured in this segment during the period. Due
to severe competition in the murket, only building
cohstruction work achieved u positive contribution while

civil enygineering und speciulist works incurred losses.

As u result of the signhificunt reduction in its scule of
operution, the construction materiuls division munuged to
nurrow down its operating loss to HKS9 million us compured
with d loss of HK$17 million for the compuruble period lust
yeur.

Duriny the period, the Group purchused u 100% interest in
un industrial complex situuted in Yuen Lony for u
considerution of HK$103 million. The property is currently
desighuted for the use of pre-cust concrete product

munufacturing.
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OPERATIONS (confinued)

Property, hotel and catering operations

Totul vulue of the property portfolio, excluding those self-
used properties, umounted to some HKS$1,261 million us ut
the period end, eyuivulent to 23% of the totdl ussets of
the Group. Included in the property portfolio ure Puul V.
Centre, the Group’s heudquurter in Kwun Tony, Best
Western Rosedule onh the Park in Causewuy Buy, IN-Zone
in Wanchui and certuin investment properties in the PRC.

Althouygh the overull rentul rates of the investment
properties hud been reduced, occupuncy rute wus
muintuined ut the satisfuctory level in which Paul Y. Centre
remuined ut un occupuncy rute ut uround 95% ut the
period end. IN-Zonhe uchieved un improvement which hus
been 97% let ut the period end. Followiny the completion
of sule of the few residuul residentidl fluts of Cuthay Lodye,
the Group hud successfully reulise dll its properties held for
resule in cush. Hotel und cuterinyg business continued to
recover from the 911 Crisis und reduced its operuting loss
to HKS$2 million.

In July 2002, the Group hus entered info un ugreement to
dispose of its hotel property und operution for u
considerution of HK$250 million to Rosedule Hotel Group
Limited ("RHG”, formerly Chihu Lund Group Limited), un
ussociute of Chinu Struteyic Holdihgs Limited ("China
Strateygic”) ufter the completion of the disposul. The Bourd
believes that ufter the disposul, the Group cun focus more
on its principul activities which include construction,
property development und investment und manufacturing
und trading of construction muteridls. In addition, the Board
ulso considers thut the investment und operation of hotel
cunh be more effectively munuyed by RHG which will focus
its uctivities in this line of business und the Group will
therefore benefit through its investment in Chinu Struteyic.
The disposul wus completed on 2nd December, 2002.

During the period, the Group entered into lund use right
grant contructs in fwo purcels of lund in Tuishun City,
Guunygdony of lund premium of uaround HK$42 million. The
properties, which cun be developed into commerciul,
finunce und residentidl use, shull be delivered to the Group
in vacunt possession und cleured site stute by not later
than April 2003 und November 2003 respectively. At 30th
September, 2002, the lund use right certificutes have not
been obtuined.
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