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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30th September, 2003

1. BASIS OF PREPARATION

The condensed finunciul stautements have been prepured in
accordunce with the upplicuble disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities
onh The Stock Exchunye of Hony Konhy Limited und with
Statement of Stundurd Accounting Pructice ("SSAP”) No. 25
“Interim financiul reporting” issued by the Hony Kony Society
of Accountunts,

2. SIGNIFICANT ACCOUNTING POLICIES
The condenhsed finunciul stutements huve been prepured
under the historicul cost convention, us modified for the
revaluation of investment properties and investments in

securities.

The uccountiny policies udopted ure consistent with those
followed in the preparation of the Group’s unnuul finunciul
stautements for the yeur ended 31st Murch, 2003, except for
the udoption of the SSAP 12 (Revised) “Income tuxes”. The
principul effect of the implementution of SSAP 12 (Revised) is
in relation to deferred tux. In previous yeurs, partial provision
wus mude for deferred tux using the income stutement liability
method, i.e. u liubility wus recoygnised in respect of timiny
differences urising, except where those timing differences
were not expected to reverse in the foreseeuble future. SSAP
12 (Revised) requires the udoption of u bulunce sheet liubility
method, whereby deferred tux is recoygnised in respect of dll
temporury differences between the currying umounts of ussets
and liubilities in the financiul statements und the
correspondinyg tux buses used in the computution of tuxuble
profit, with limited exceptions. In the ubsence of uny specific
transitionul requirements in SSAP 12 (Revised), the hew
accounting policy hus been upplied retrospectively.
Compurative umounts have been restuted accordingly.

As u result of this change in policy, the accumuluted losses
at 1st April, 2003 hus been increused by HK$53,070,000 (1/4/
2002: HK$47,757,000), und the profit for the six months ended
30th September, 2003 hus been decreused by HK$14,182,000
(the loss for the six months ended 30th September, 2002 hus
been increused by HK5,326,000).
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NOTES TO THE CONDENSED CONSOLIDATED ARSI ®|KME (F)
FINANCIAL STATEMENTS (continued)

3. SEGMENTAL INFORMATION 3. AHEH
For munagement purposes, the Group’s operations are RERFEME  AEBZEBHIRBANKREEL
orgunised into six operating divisions numely building Fl- DRl REFEE  TATRE HEIR B
construction, civil engineering, specialist works, construction BME - MERAENHEEDE - WEBPIIAE
materials, property leusing and sule of property. These EERTEDBER ZHE -

divisions ure the busis on which the Group reports its primary
segment information.

Analyses of the Group'’s turnover und contribution to loss from AEBHZEZ-_ZEE=_FAA=ZTHIEAFEAZE
operutions for the six months ended 30th September, 2003 by EEAKEBEBCEBMRIZEBEINAT ¢

principul activity ure us follows:

Business segments:

B E
Six months ended 30/9/2003 Six months ended 30/9/2002
BE-_ZZ=FfhA=1+HLAEA BEZ-_ZZ-_FhA=1+HLAEA
Inter- Inter-
Segment Segment
External B2 Total Externul B2 Totul
MR BHE 5t MR BHE 5t
HK$’000 HK$'000 HK$'000 HKS'000 HKS'000  HKS$S'000
THERT THET TR FET FET FET
Turhover EEE
Construction und other BERHEM
contfructing businesses: REER
Building construction BFRETRE 1,191,411 - 1,191,411 1,288,106 46,438 1,334,544
Civil enyineeriny TARIE 195,893 - 195,893 296,256 127 296,383
Specialist works HIBETHRE 259,023 18,932 277,955 324,090 30,960 355,050
Construction muteriuls BEMR 2,985 44,620 47,605 4,172 16,958 21,130
1,649,312 63,552 1,712,864 1,912,624 94,483 2,007,107
Property leusiny MERE 25,129 7,835 32,964 27,838 11,480 39,318
Sule of property HEME - - - 8,340 - 8,340
Discontinuing operution BEIEER -
hotel und cuteriny BIERER - - - 34,236 - 34,236
Eliminution Egfe| - (71,387) (71,387) - (105,963) (105,963)
1,674,441 - 1,674,441 1,983,038 - 1,983,038
Inter-segment sules ure charged at murket price or, where DERZ MHE T RIS ER WEE (fET2E 2
no market price wus available, at terms determined und MGER)REFET KRB Z ERKE -

agreed by both purties.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

3. SEGMENTAL INFORMATION (confinued) 3.

Business segments: (continued)

E N G )

TEHEN (H)
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HRAGREM BRI E (F)

Six months ended

30/9/2003 30/9/2002
BE-ZZ=F HE_TT_F
hA=+A1 AA=+8I1t
NE A ~EA
HK$°000 HKS$'000
FER FET
Contribution to loss from operutions
Construction und KEEEAER
other contracting businesses: EERHMAH TIRER :
Building construction BFEETR (777) 833
Civil enygineeriny TARTHE (8,537) (11,5674)
Speciulist works HIF T2 (21,477) (35,212)
Construction materials HEEMH (14,184) 9.172)
(44,975) (55,125)
Property leusiny MERE 11,041 14,489
Sule of property i & W 3 - 295
Discontinuinyg operution BRIEES
- hotel und cuteriny — BIERER - (2,343)
(33,934) (42,684)
4. LOSS FROM OPERATIONS 4. REEE
Loss from operutions hus been urrived ut ufter churying THZELEHEEINGME  BWEREZTE
depreciution and amortisution of property, plant and L#EEEEL
equipment us follows:
Six months ended
30/9/2003 30/9/2002
BE-ZZ=F HE_TT_F
hA=+A1 AA=+8I1t
NE A ~EA
HK$°000 HKS$’000
FER FET
Owned ussets BEAE 31,340 42,143
Less: Amount cupitulised B BIEEERIBRERZHEE
in respect of contructs in
proygress (956) (549)
30,384 41,594
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PAUL Y.

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

5.

INVESTMENT INCOME (EXPENSES) — NET

Included in net investment income (expehnses) is u profit on
disposul of investments in securities of upproximutely
HK$326,000 (2002: HK$1,575,000) und u loss on disposul of
investment properties of HK$526,000 (2002: Nil).

SHARE OF RESULTS OF ASSOCIATES/INTERESTS IN ASSOCIATES
During the six months ended 30th September, 2003, the
Group’s eyuity inferest in Chinu Struteyic Holdings Limited
which is listed in Hony Kony increused from 14.55% to 31.2%.
Accordingly, the investment hus been reclussified from
investments in securities fo interests in ussociutes on 30th
September, 2003.

Downer EDI Limited ("Downer”), ohe of the principul
ussociutes of the Group listed in Australia und New Zeulund
with its finaunciul yeur end duted 30th Junhe. Since only
published finuncial informution of Dowher will be uvdiluble
and used by the Group in upplying the equity method, the
Group’s shure of furnover und results of Downer for the current
and prior period is culculuted bused on the turnover und
results of Downer for the six months from 1st Junuary, 2003 to
30th June, 2003 und from Tst Junuury, 2002 to 30th June,
2002 respectively.

The Group’s shure of losses of un ussociute umounting to
approximutely HK$123,711,000 (31/3/2003: HK$123,711,000) hus
not been uccounted for by the Group us those losses, which
arise on u contruct, ure recoveruble in full under yuuruntees
provided by un ex-shaureholder of the ussociute. The Group
instiguted o court uction uguinst the ex-shureholder to
recover the losses fogyether with interest und other expenses
incurred. The directors, huving tuken legyul udvice, believe
that the suit is vulid und the losses cun be fully recovered

from the ex-shureholder.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

7.  TAXATION 7.

Bt E
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HRAGREM BRI E (F)

Six months ended Six months ended

30/9/2003 30/9/2002
BE-ZZ=F HE_TT_F
hA=+A1 NA=+81t
~1E A ~EA
HK$’000 HKS$’000
FER FAET
(2% %5
The churge comprises: HBEBXHBE
Hohy Kony Profits Tux: BEENGEH
Current period 7N Hi - 18
Overprovision in A B B 58 E
frevious periods an (157)
an (139)
Overseus tuxation g INFLIE 3,322 4,286
Share of tux on results MIEME N NRERIBIE
of ussociutes 32,179 18,441
35,490 22,588
Deferred tuxution ELETIA 11,869 885
47,359 23,473

Hony Kony Profits Tux is culculuted at the rate of 17.5% (2002:
16%) of the estimuted ussessuble profits derived from Hong
Kony for the period.

Overseus tuxution is culculuted ut the rutes prevuiling in the
respective jurisdictions.

8. DIVIDENDS 8. &K

i

EAFEGHNEYPNEE BB 2 G ERBEF
U KI17.5%(ZFZ —4F : 16%) it & -

BORBREBERERRERA ZREXGH -

Six months ended

30/9/2003 30/9/2002
BE-ZZ=F HE_TT_F
hA=+A1 AA=+8I1t
~1E A 7~ & A
HK$’000 HK$'000
FER FAET
Interim dividend - 1.0 cent RHIRE - SRAEE .00

(2002: 1.0 cent) per shure ZEZF B0 10,937 10,491

Speciul dividend - 29.0 cents BRIk B — & /R 29.00l
(2002: Nil) per shure —EER_F ) 317,174 —
328,111 10,491
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

8.

DIVIDENDS (continued)

The umount of the interim und speciul dividend declured for
the six months ended 30th September, 2003, which will be
puyuble in cush with an option to elect scrip, hus been
culculuted by reference to the 1,093,703,466 issued ordinury

shares outstundinyg us ut the dute of this report.

During the period, u finul dividend of 1.0 cent (2002: 1.0 cent)
per shure umounting to HK$10,727,000 (2002: HK$10,367,000)
for the yeur ended 31st Murch, 2003 wus upproved by the

shureholders.

EARNINGS (LOSS) PER SHARE
The culculation of the busic und diluted eurnings (loss) per

share for the period is bused on the followiny dutu:
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Six months ended
30/9/2003 30/9/2002
BE-ZZ=F HE_TT_F
hA=+AL1 AA=+81t
~1E A 7~ & A
HK$’000 HK$'000
FER FAET
(Restuted)
(2% %5

Eurninys (loss): BF (&E8) :
Eurninys (loss) for the purposes AEESREAAZF (BE)

of busic eurninygs (loss) Z&F (BE) 29,896 (37.098)

per shure
Effect of dilutive potential ordinary 7% 7f # 8 &8 % ~

shures in respect of un BE E B A A

adjustment to share of results ¥XEEREBFEE 2

of un ussociute bused on B E

dilution of its eurninys per share (5,001) (2,944
Eurninys (loss) for the purposes of s+ E & IRE & BF (F18)

diluted eurninys (loss) per shure 2 BT (BE) 24,895 (40,042)
Number of shures: BmHER :
Weighted uveruge number of AEEREARR

ordinury shures for the purposes #ERA (BB 2

of busic und diluted eurnings 3 AR 0 HE 19 B

(loss) per shure 1,064,756,647 1,036,744,924

For the six months ended 30th September, 2003 und 30th
September, 2002 respectively, the computution of diluted
eurhinys (loss) per shure does not ussume the conversion of
the Compuny’s share options und warrunts since their exercise
prices were higher than the averuge market price for shares.

EEEE_ZZE=FAA=1THLERNEAZE
BEERNEBE_ZZE_FNAA=1+HLXHE
AEREEERE bR ARBBRENRRE
BZOEERRKRMNZFHETE - By 8RR
ARrBRERABEERABZENR -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

10.

INVESTMENT PROPERTIES, PROPERTY, PLANT AND EQUIPMENT
During the period, the Group spent upproximutely
HK$4,438,000 (2002: HK$11,019,000) on property, plunt und
equipment to expund und upyrude its operuting cupucity.
The Group ulso disposed of investment properties und
property, plunt und equipment with un uggreyute curryinyg
vulue of upproximutely HK$21,804,000 (2002: HK$3,900,000)
und HK$7,543,000 (2002: HK$972,000) respectively.

Certuin investment properties ut 30th September, 2003 were
revulued by the directors by reference to the valuations made
by un independent professionul valuer.
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DEBTORS, DEPOSITS AND PREPAYMENTS 11. BWERE -T2 RBEMNRE
The Group’s credit terms for contructiny business ure REBERBERZEER—RITEBSRTPER
neyotiuted with, und entered into under, normul commerciul BIRBE—REERRET REVEHREEKZ
terms with its trude customers. Trude debtors urise from EWESEBIAIZABHEAAAIN - REEH
property leusing business ure puyuble monthly in udvance HERESEBMAETZERERE —KHI0
and the credit terms granted by the Group to other trude HZQ90HT%F -
debtors nhormully ranyge from 30 duys to 90 duys.
The followiny is an uged unalysis of trade debtors at the LTAERBRZEWRE SREERADN
reporting dute:
30/9/2003 31/3/2003
—EE=F —EET=F
hA=+H =A=+—H
HK$’000 HKS$’000
FHERT TFHET
Within 90 days 90H 459,129 404,414
More than 90 duys und Q0H M 1B 5,651 6,896
within 180 duys @ 180H
More than 180 duys HBiB180H 66,929 63,774
531,709 475,084
CREDITORS AND ACCRUED EXPENSES 12. ENREBEREGER

The followinyg is un uged unulysis of trude creditors ut the
reporting dute:

UTRRBARZENEZRBEEFTMON

30/9/2003 31/3/2003

—22=F —EE=
AB=+H =A=+—H
HK$’000 HKS$’000
FHET FET
Within 90 duys 90H 324,398 297.674

More than 90 duys und 90R LA 1B

within 180 duys @ 180H 10,681 4,277
More than 180 duys HBiB180H 15,637 15,227
350,716 317,178
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)
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HRAGREM BRI E (F)

13.  CONTINGENT LIABILITIES 13. RAAE
30/9/2003 31/3/2003
—EE=F —EET=F
hWBA=+H =A=+—H
HK$°000 HKS$’000
FER TFHET
Outstunding performance 1NABRZEELSNBHERSE 769,183 740,529
bonds in respect of
conhstfruction contracts
Guuruntees yiven to bunks & —HBE QAR ER —RRT@MEM
in respect of MIBITIED 2 ER - 2,419
generul bunkiny
facilities yranted to un
ussociute
769,183 742,948

BEXPIREEN  EREEBD  AEERA
WIREBURINBREZERERBM - ALER
ERRRBEESRGTEE MAREX R
EREBLEE -

In uddition to the ubove, und in the normul course of business,
the Group hus received cluims for dumuges und injuries
relating to its confructing business. No provision hus been
made for these cluims us they ure either covered by insurance

or will be indemnified by other puarties.

14. COMMITMENTS 14, H&¥E
30/9/2003 31/3/2003
—ET=fF —ET=F
AB=+H =A=+—8H
HK$°000 HKS$’000
FER FAET
Cupitul expenditure BE—HEBEAFTEAN 24,429 36,660

contracted for but not MARMBERE EEEZ
provided in the financial & AR % ¢

stutements in respect
of the ucyuisition of un
ussociute
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NOTES TO THE CONDENSED CONSOLIDATED BHEEUHBEHRRMT (&)
FINANCIAL STATEMENTS (continued)

15. RELATED PARTY TRANSACTIONS 15. EALTRS
During the period, the Group entered info the followiny Hi - AEBEHEBYATREENLERER
transuctions with its ussociates, the ussociutes und subsidiuries AF([EENE | EAARTZ T BRE) 75
of ITC Corporation Limited ("ITC”) which is the ultimute holdiny MATIRMBAFITTIIUTRS -

compuny of the Compuny:

Six months ended

30/9/2003 30/9/2002
BE-ZTE=F HE_ZTT_F
Class of related party Nature of transactions hA=+A8L1 hA=+H8I1E
MEALTZER XEHE A1EA N E A
HK$’000 HKS$'000
FET FET
Associutes und jointly Construction works charyed by the Group 449 5,816
controlled entities AEBMPBZEETES
of the Group Purchuse of concrete products by the Group 70 —
$EIZ%M/E& AEEBERRTE®
ERE NG Subcontructing fees churged fo the Group 52,385 188,471
TEELXNHEBE
Interest income charged by the Group 1,003 1.318
NSNS SRR N
Consulting und hundling fees churged by the Group 72 355
AEBMEDERREFES
Loun commitment fee churged by the Group - 113
AEBBNRER&ESER
Sules of eyuipment by the Group - 4,747
REBEIHEERSB
Rentuls und reluted building munuygement fee 1,147 1,812
charged by the Group
AEBKDMESRIEEDEERE
Subsidiaries of ITC Rentuls und reluted building munugement fee
EHEAEZHEB A charged by the Group 403 810

AEBKDMESRIEEDEERE
Purchuse of building muteriuls und reluted

installution works by the Group - 525
AEEBEEZEMB REBALTETIR

Associutes of ITC Rentuls und reluted building munugement fee

mECEZBERA churged by the Group 1,816 4,360
AEBEDEERIEAYEERS
Interest income charged by the Group 6,933 3,666

A £ CERA B A

Other reluted compunies Rentuls und reluted building munugement fee

H th B & R &) churged by the Group 3,716 —
AEBEDEERIEAYEERS
Interest income charged by the Group 7,895 —
NSNS SLNNT N
Subcontructing fees churged by the Group 1,611 —

REBKRMDHEE

Purchuse of medicine und heulth products

by the Group 433 —
TEBBEEBRERRER
Service fee churged to the Group 39 —

REBEZNREE
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

15.

RELATED PARTY TRANSACTIONS (continued)
The ubove frunsuctions were curried out on the followiny
busis:

(u) Construction works und subcontructing fees were
churyed ut murket price or, where ho murket price wus
avuiluble, at terms determined und uygreed by both

purties.

(b) Sudles of eyuipment und purchuse of medicine und
heulth products, concrete products und buildiny
muteriuls were curried out in uccordunce with the

neyotiuted prices.

(c) Interest wus churged by reference to the principul
outstunding und at the interest rute determined und
agreed by both purties.

(d) Building munugement fee, loun commitment fee, service
fee, consulting und hundling fees were charged ut the

pre-uyreed rutes.

(e) Rentuls were chaurged ut the pre-ayreed fixed monthly

amounts.

Other reluted compunies ure compunies under common
directorship or common control with ITC.

POST BALANCE SHEET EVENT

Subseyuent to the bulunce sheet dute, the Group disposed
of un uggreyute of upproximately 29 million ordinary shares
in Downer (udjusted from 115 million ordinury shares in Downer
us u result of consolidation of 4 ordinary shures in Downer
into 1 ordinury shuare in Downer in November 2003) to
independent third purties for u totul considerution of
approximutely A$104 million (eyuivulent to upproximutely
HK$588 million). As u result of the disposul, the Group’s
shureholding in Downer decreused from 35.3% to 21.3%.
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16. FEHERSER

“ERAR% $%ﬁ§%ﬁ%:%ﬁ% H 49
29,000,000 Downer® @ % 7 (2 &
115,000 OOOHxDownerELHxT’ﬁEAfggfiﬂL

—AETERE —RZBRD A mEL AR -
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B zDownerfi& #  35.3% £21.3% °



