Notes to the Condensed Financial Statements
For the six months ended 30 September 2002
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1. BASIS OF PREPARATION

The condensed financial statements have been prepared in
accordance with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“Listing Rules”) and
with the Statement of Standard Accounting Practice (“SSAP”) 25
“Interim Financial Reporting” issued by the Hong Kong Society of
Accountants.

2. PRINCIPAL ACCOUNTING POLICIES
The condensed financial statements have been prepared under the
historical cost convention, as modified for the revaluation of
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 disclosed below.

In the current period, the Group has adopted, for the first time, a
number of new and revised SSAPs, which has resulted in the
adoption of the following new and revised accounting policies.

SSAP 1 (Revised) Presentation of financial statements
SSAP 11 (Revised) Foreign currency translation
SSAP 15 (Revised) Cash flow statements

The adoption of these SSAPs has resulted in a change in the format
of presentation of the cash flow statement and the statement of
changes in equity, but has no material effect on the results for the
current or prior accounting periods. Accordingly, no prior period
adjustment is required.

Employee benefits

In the current period, the Group has adopted SSAP 34 “Employee
Benefits”, which introduces measurement rules for employee
benefits, including retirement benefit plans. The principal effect
of the implementation of SSAP 34 is in connection with the
recognition of costs for the Group’s defined benefit retirement
benefit plan. The adoption of this SSAP has not had any
material effect on the results for the current period or prior
accounting period.
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Notes to the Condensed Financial Statements (cont’d)

For the six months ended 30 September 2002
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3. SEGMENT INFORMATION

Business segments

For management purposes, the Group is currently organised into
the divisions of trading of building materials and trading of
marketable securities and derivatives. These divisions are the basis

on which the Group reports its primary segment information.
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An analysis of the Group's turnover and contribution to operating AT
results by business segments is as follows:
BE-TZT-FNA=+THLAEA
For the six months ended 30 September 2002
Trading of
Trading of marketable
building securities
materials and derivatives
HK$'000 HK$'000 Consolidated
BEEESE EERERS HK$’000
el RETEIAR RE
FHET FHET FET
TURNOVER EHERE
External sales IMERSHE 79,456 - 79,456
RESULT ES
Segment result DIBEE (13,185) (2) (13,187)
Unallocated corporate expenses AOBATHX (8,887)
Interest income FIEUWA 303
Loss from operations BB (21,771)
Finance costs BE AR (16,599)
Loss on disposal of interests HEME LD R ER B8
in subsidiaries (5,944)
Impairment loss recogised in respect ~ B& A BER 2 B
of interest in an associate REREE (691)
Share of results of associates i NG E e (2,129)
Loss before taxation BRBLATEIE (47,134)
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Notes to the Condensed Financial Statements (cont’d)
For the six months ended 30 September 2002
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3. SEGMENT INFORMATION (cont’d) 3. DEEH@E
For the six months ended 30 September 2001 BE-EE—FNA=THLAEA
Trading of
Trading of marketable
building securities and
materials derivatives
HK$'000 HK$'000 Others Consolidated
BEEHS HEAERS HK$'000 HK$'000
R RETETR Hith RE
FHET FET T FHET
TURNOVER B
External sales SNEREHE 139,125 - 145 139,270
RESULT ES
Segment result DAEREsE (5,438) (3,418) (2,389) (11,245)
Interest income FIE U A 322
Loss from operations Pty =] (10,923)
Finance costs B AN (13,832)
Gain on deemed disposal 3B E R N T IS
of an associate 2,928
Provision for an onerous SE AR
contract (23,400)
Share of results of FE(ERS AT (50,452)
associates
Loss before taxation ES b (95,679)
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Notes to the Condensed Financial Statements (cont’d)
For the six months ended 30 September 2002
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4. LOSS FROM OPERATIONS 4. REFE

Six months ended 30 September
BEAMA=THLEAREAR

2002 2001
HK$'000 HK$'000
—zE=f -z
FET FEx
Loss from operations has been REBESHBRTINRIE ¢
arrived at after charging:
Depreciation e 8,435 11,821

5. TAXATION 5. HiE
Six months ended 30 September
BEAASELAES
2002 2001
HK$'000 HK$'000
—zeog —ze—
FHR Fn
The charge comprises: BIEZ HEdE
The Company and subsidiaries ARAREKE DT
Taxation in other jurisdictions Hity R R 2 HIE 59 576
Share of taxation of associates FEARERE AR 2 BIA - (423)
59 153
Deferred taxation IEIER IR 17 -
76 153
Taxation in other jurisdictions is calculated at the rates prevailing Hitt e i B2 B RERRAREZER
in the respective jurisdictions. PGt -
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Notes to the Condensed Financial Statements (cont’d)
For the six months ended 30 September 2002
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6. LOSS PER SHARE

The calculation of the basic loss per share is based on the net loss
for the period of approximately HK$43,433,000 (HK$96,277,000
for the six months ended 30 September 2001) and on the weighted
average of 4,155,532,713 (1,450,612,577 for the six months ended
30 September 2001) ordinary shares in issue during the period.

The computation of diluted loss per share for both periods does
not assume the exercise of the potential ordinary shares as their
exercise would result in a decrease in loss per share.

7. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the period, the Group incurred expenditure of approximately
HK$653,000 on property, plant and equipment.

The Group disposed of property, plant and equipment with an
aggregate net book value of approximately HK$18,325,000 at a
total consideration of approximately HK$21,465,000. In addition,
property, plant and equipment with an aggregate net book value
of approximately HK$1,577,000 were disposed of as a result of
the disposal of subsidiaries.

8. MOVEMENTS IN INVESTMENTS IN SECURITIES

During the period, Chance Gateway Limited (“Chance Gateway"),
a wholly-owned subsidiary of the Group, entered into an agreement
to acquire approximately 49% interest in a company (“Shares”)
with the shareholders’ loan proportion to the acquired shareholding
("Debt") for a consideration of HK$30,000,000 (“Consideration”).
Chance Gateway agreed to grant to the vendor a call option to
require Chance Gateway to sell the Shares and the Debt to the
vendor within the period of twelve months from the date of the
agreement at the Consideration plus certain premium. Accordingly,
this investment is classified as investments in securities.
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HIER{ER : 96,277,000 T) R EAAE 1T
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Z—FhA=+HIENER :1,450,612,577
B
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Notes to the Condensed Financial Statements (cont’d)
For the six months ended 30 September 2002
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9. TRADE DEBTORS 9. EWRESFIE
The Group does not define a fixed credit policy. AEBWAREEEEEEBEK
The following is an aged analysis of trade debtors at the RIE I ERE S B BRERDMUT ¢

reporting date:

30 September 31 March

2002 2002

HK$'000 HK$'000

e —zE=F

AA=+A =A=+-8

FET FET

Within 60 days 60H M 19,368 23,131

61 - 90 days 61-90H 14,719 6,437

Over 90 days 90RME 29,449 24,727

63,536 54,295

10. TRADE CREDITORS 10. ERESNIE

The following is an aged analysis of trade creditors at the reporting REBEAHZENESRBZRRITNT ¢
date:

30 September 31 March

2002 2002

HK$'000 HK$'000

—zE=f B i

AA=+A =A=+-8

FHET FHET

Within 60 days 60HMA 7,798 9,096

61 - 90 days 61-90H 1,385 1,904

Over 90 days 90E Bk 39,413 24,090

48,596 35,090
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Notes to the Condensed Financial Statements (cont’d)
For the six months ended 30 September 2002

FE B R A AR I o (D)

BE-TZ_FhA=1+HLAER

11.

12.

PROVISION FOR AN ONEROUS CONTRACT

In prior year, the Company entered into agreement with a third
party (“Purchaser”) to dispose of certain shares of Skynet Limited
(“Shares of Skynet”), a former associate of the Group. According
to the terms of the agreement, the Company agreed to grant to
the Purchaser a put option to require the Company to acquire the
Shares of Skynet within the period of three years from the date of
the agreement.

During the period ended 30 September 2001, a provision of
HK$23,400,000, representing the full amount of the exercise price
was made for the put option granted to the Purchaser in the prior
year to require the Company to purchase the Shares of Skynet.

MOVEMENT IN OTHER BORROWINGS

During the period, the Group repaid other borrowings of
HK$60,000,000. Included in other borrowings was an unsecured
convertible loan (“Convertible Loan”) of approximately
HK$92,302,000 (31 March 2002: HK$92,302,000) issued by a
wholly-owned subsidiary of the Company for a term of six years
from June 1997. The Convertible Loan bears interest at 9.8% per
annum and is repayable on demand. The Convertible Loan and the
accrued interest thereon will, at the option of the convertible
noteholder, be convertible into fully paid ordinary shares of the
Company at a conversion price calculated at 90% of the average
closing price of the shares of the Company quoted on The Stock
Exchange of Hong Kong Limited for the twenty trading days
immediately preceding the date of the notice under the terms and
conditions of the convertible loan deed. The maximum number of
the shares of the Company to be issued and allotted under the
conversion will not exceed 20% of the then issued share capital of
the Company.

11.

12.

EHEHBE

FEE AQNTEE=F (BEH ) T LpES
ESkynet Limited (XA B 2 AIBEE D) 2%
FrA ([SkynethIBR A1) o RIBZIHHE M
o RAAAREEREREETFER UEREA
ARG EABRE=FRNHREKRESkynetty
fReD o

REZ-ZZ-FHA=1+HILHE &2
AEAEAREFERTEARREEUER
AATEEE Skynet IR - BERITE
BHR2EA 23,400,000 87T - MEHZ
B o

HinfE B 25

B AEBEEEZEHEMEE60,000,000/8 7T
HEEE R EERIRT R ER (TR
B3:1)%92,302,0008 T(—EE-_F=A=
+—H:92,302,0005&7T) * ZIBARRE RS
RATNEEMBATRE  FHA—NAt
FARARFAF - TRBERNEFEE9.8
B - BREREE - TRRERFEATRE
BB ERERESFIEBRAR AT ZHE
LER  ERERRIETIRRE KRR
RIFHFRERHZBEAH - TEXSZ BZ
EBBERBMERATMHRAATRG T
KB MN90%:THE © RIBERABITREEMN
AATRDEEHRZTERBAAAERC
TRRZRE20% ©
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Notes to the Condensed Financial Statements (cont’d)
For the six months ended 30 September 2002
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13. SHARE CAPITAL 13. B

Value
Number HK$'000
of shares BE
BHHE FiExT
Authorised: SEE
Ordinary shares of HK$0.01 each FREE.0IBI2EER
At 1 April 2002 R-ZBZE-FMA—H 30,000,000,000 300,000
Additions (Note a) B0 (ffzEa) 30,000,000,000 300,000
At 30 September 2002 R-BE—&£hA=1H 60,000,000,000 600,000
Issued and fully paid: CDETRER :
Ordinary shares of HK$0.01 each SRAEEC.1BTZERER
At 1 April 2002 RN-ZEZE-FWA—AH 1,450,612,577 14,506
Issue of shares (Note b) B934T (fiEEb) 45,000,000,000 450,000
Exercise of warrants (Note c) 1TERRAER (fiako) 3,658 -
At 30 September 2002 N-ZEE-FHhA=+H 46,450,616,235 464,506

During the period ended 30 September 2002, the movement of
share capital is as follows:

Notes:

(a) Pursuant to a resolution passed at a special general meeting of the Company
held on 15 August 2002, the authorised capital of the Company was increased
from HK$300,000,000 to HK$600,000,000 by the creation of an additional
30,000,000,000 ordinary shares of HK$0.01 each.

(b) The Company issued and alloted 20,000,000,000 and 25,000,000,000 ordinary
shares of HK$0.01 each in the Company for cash at HK$0.01 per share. The

shares issued rank pari passu with the then existing shares in issue in all respects.

Details of these are set out in the announcement of the Company dated
7 June 2002.

(c) Certain registered warrant holders exercised their rights to subscribe for 3,658

ordinary shares in the Company at HK$0.2 per share.

Dong Fang Gas Holdings Limited RAMAEEERAE
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Notes to the Condensed Financial Statements (cont’d)
For the six months ended 30 September 2002
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14. CONTINGENT LIABILITIES 14. IREE
30 September 31 March
2002 2002
HK$'000 HK$'000
e = —zT=F
AA=+H =A=+-H
FHET FET
Corporate guarantee given to - ) AN ) 10,268 10,268
bankers in respect of banking BITREMBFRTZ
facilities utilised by an associate NEIER
Other corporate guarantee REANASERBSY - 540
in lieu of utility deposit Hib A TIER
Interests on overdue loan RIBERHERZFE - 4,237
unprovided
15. LITIGATION 15. FRER

(@) AREZ2EMBRARKETEARAF

(@) Companion-China Limited (“Companion-China”), a wholly-

owned subsidiary of the Company, entered into a supply
contract with a raw tiles manufacturer in Shenzhen on 17 May
1997. The contract was finally terminated due to the sub-
standard raw tiles. On 2 June 1999, legal action was instituted
by the manufacturers in the High Court of Hong Kong against
Companion-China demanding the payment of outstanding
contract sum of HK$2,349,000. On 7 August 1999,
Companion-China made a counterclaim against the
manufacturer for loss and damages as a result of the sub-
standard raw tiles.

On 20 December 1999, summary judgment was entered
against Companion-China for the payment of outstanding
contract sum in the sum of approximately HK$1,860,000 and
interests thereon. Companion-China lodged an appeal against
such summary judgment and an unconditional leave was
granted to Companion-China on 3 March 2000 to defend the
action. If final judgment is entered against Companion-China,
Companion-China may be obliged to pay the manufacturer a
sum of approximately HK$1,860,000 plus interests and costs.
At the date of this report, there has been no further progress
in respect of such action. As the outstanding contract sum of
approximately HK$1,860,000 was provided for in prior year,
the Directors are of the opinion that there is unlikely to be any
material adverse financial impact on the Group in the event
that the final judgement is not in favour of Companion-China.

(REFEDR—hhtEREA++HHE
Y- RS ET — P HESE -
ZARBRREEEEEARFKEMRL -
R—ANNEARA=R  ZEEFAEE
BESIRORETERECAETE B
SREEAREEE2,349,00058 T © A
—ANNENBER  REPEEZREE
BIREREE  BEEEERGKEZ
BARBERE -

R—AAAE+=A=+8  KEHEE
TEHBHAR BXAREEECRAEHE
#31,860,000/8 7T » RILEZFIE o K
PEIFZEZHIR LR R BT EF
Z A= AEET - EEGF TR
HiE o MABPEEZRASR R
PEAOKEEETOZRETI N
#91,860,000587T - WERFIEZREM o
MRASRE A > LR NEE D8
R - RZAEH1,860,000/8 T 2 KEE
BELENEFEIERE  ESRAME
KRIREREEPELFEF - TREA R
$9 7N S B B BUIR SR A AR AT E K AR F
B4 o
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Notes to the Condensed Financial Statements (cont’d)

15. LITIGATION (cont’'d)
(b) On 22 January 2002, Companion Finance Limited (“Companion

Finance”), a wholly-owned subsidiary of the Company, issued
a writ against Pang Siu Chung (“Mr. Pang”) and Kwok Mun
Nei, Candy and Leung Wai Hon (as guarantors) claiming
payment of a sum of HK$322,097 and further interest on the
sum of HK$300,000 at the daily rate of HK$78 from 29
November 2001 to the date of payment, being the unpaid
amount due from Mr. Pang to Companion Finance pursuant
to a loan agreement dated 16 February 2001 made between
Companion Finance and Mr. Pang, plus cost. At the date of
this report, there has been no further progress in respect of
such action. As the total amount including interest due from
Mr. Pang has already been written off, the Directors are of the
opinion that there is unlikely to be any material adverse
financial impact on the Group in the event that the final
judgement is not in favour of Companion Finance.

On 3 June 2002, legal action was instituted against Wenzhou
Xishan United Ceramics Company Limited CEMN 7L SHEE
AFR2AF) (“United Ceramics”) and Chongging Golden Unity
Ceramics Co., Ltd. (EES£HMEEBRLE) (“Chongging
Golden” as guarantor) (both are subsidiaries of the Company)
by China Huarong Asset Management Corporation, Hangzhou
Office (PEIERMEEEE LN BMMIHELR) (“China Huarong”)
claiming payment of a sum of RMB12,049,781, being the
outstanding principal sum and interest of a loan due from
United Ceramics to Industrial and Commercial Bank of China,
Wenzhou Branch, Lucheng Sub-branch (/7 B TER4TRMN T
D 1TREH T 1T), who has assigned the said loan to China
Huarong. On 8 August 2002, the Intermediate People's Court
in the Wenzhou Municipality (“the Court”) ruled against United
Ceramics and Chongqing Golden under which a sum of
RMB5,000,000 plus interests and costs shall be paid to China
Huarong. On 5 December 2002, the Court gave a final
judgement against United Ceramics and Chongging Golden
under which a sum of RMB5,000,000 plus interests and costs
of RMB1,581,311 shall be paid to China Huarong. At the date
of this report, such amounts have not been paid and no
demand for payment has been received by the Group so far.
Since accrual has been made in the accounts of the Group in
respect of sums claimed, the Directors are of the opinion that
there will not be any material adverse impact on the Group.
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(b) R=BZ=_F—HF=+=H KQAFAZZ

(c)

&} X T]Companion Finance Limited
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Notes to the Condensed Financial Statements (cont’d)
For the six months ended 30 September 2002
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16. DISPOSAL OF SUBSIDIARIES 16. HEMWBERQR

Six months ended 30 September 2002
BE-ZEZT-FAA=THLEAEA

HK$'000
FiExT
The effect of the disposals HENS ST ¢
are summarised as follows:
Net assets disposed of EHEEEFH 20,954
Negative goodwill released ERRams (10)
20,944
Consideration ~E 15,000
Loss on disposal HEEE (5,944)
Net cash inflow arising on disposal: HEELE B RASE .
Cash consideration received SWESRE 15,000
Bank balances and cash disposed of  guyepFEnRES (254)
14,746
During the period ended 30 September 2002, the Group disposed REBZE-EZ_FAA=THLEHHE  &~&£E
of its entire interests in Companion Building Material Supplies HEHMCampanion Building Material
(H.K.) Limited, Companion Glory Limited and Companion Sanitaries Supplies (H.K.) Limited + Companion Glory
Limited for a total consideration of approximately HK$15,000,000. Limited & Companion Sanitaries Limited 92

R - R E# 515,000,000/ 7T °

The disposed subsidiaries did not make any significant contribution

to the results of the Group for the period. R BEHEZHB LA AEAEREE T &
EfAEKRER °
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Notes to the Condensed Financial Statements (cont’d)

17. POST BALANCE SHEET EVENT

Subsequent to 30 September 2002, the Group had the following
significant event:

On 8 November 2002, China Crystal Investment Ltd., an indirect
wholly-owned subsidiary of the Company, entered into an
agreement with a third party to acquire 63% of the entire issued
share capital of WIT International Group Ltd. (“WIT"”) at a
consideration of HK$120,000,000. WIT shall hold 49% equity
interest in Nanning City Gas Co. Ltd., which is mainly engaged in
the business of the construction and operation of the gas pipelines
in Nanning, the People’s Republic of China, and the provision of
the related equipment, apparatus and other ancillary services.

The above transaction has not been completed up to the date of
this report.
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17. £EREEHE

R-ZZ2-FNA=TRE  AEEBETIE
REFHRSE

R-ZZZ2-F+-ANB > RARNEEE2E
F$/88 2 BChina Crystal Investment Ltd.E255 =
FRT LU - $52042120,000,000/8 T2
KRB > KEBWIT International Group Ltd.
(TWIT]) 2B BITRAZ63% ° WITHEIFE
MEEERR/EMRET L AMNAI%IRE - FIE
EERRERET LA RN EEELRTTHER
BEEMRREENERREE  URIRMHEEHE
B BENEMAERERS

FRRGEERRE ABRIEILRTH
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