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BUSINESS AND FINANCIAL HIGHLIGHTS

BUSINESS HIGHLIGHTS
EVENTS DURING AND SUBSEQUENT TO THE PERIOD UNDER

REVIEW
May 2007 — Mr CHA Mou Sing Payson and Mr CHA

Mou Zing V ic tor  were appointed
chairman and deputy chairman of the
Company respectively

Discovery Bay Marina Club won Five Gold
Anchors, the top honour in the Gold
Anchor Award Scheme run by The Yacht
Harbour Association Limited

June 2007 — G r o u p’s  2 0 0 6 / 2 0 0 7  f i n a l  r e s u l t s
announcement

July 2007 — Sale relaunch of La Rossa, Tung Chung

August 2007 — Group’s annual general meeting

Sale relaunch of Chianti, Discovery Bay

September 2007 — The Company entered into a HK$2.5
billion 5-year revolving credit facility

October 2007 — The Sentosa Resort & Spa was awarded
the Best Spa in Singapore by the SpaAsia
Readers’ Choice Award 2006/2007
National Category

November 2007 — The Sukhothai was voted as the best
hotel in Thailand and among the top 10
hotels in the world by the respected
Institutional Investor magazine in its
annual poll of readers rating the world’s
best hotels

— The Sentosa Resort & Spa clinched the
prestigious title “Singapore’s Leading
Spa Resort” for the third consecutive year
by the World Travel Awards 2007

— The Sukhothai ranked the 20th in Asia
among the top 75 hotels in Asia by the
Condé Nast Traveler readers’ survey

— a replica European tall ship namely
“Bounty” was introduced in Discovery
Bay as a new sightseeing attraction for
both locals and tourists

—

The
Y a c h t  H a r b o u r
Association Limited

Five Gold Anchors

—

—

—

— 25

— The
Sentosa Resort & Spa

S p a A s i a  R e a d e r s
Choice Award

— The Sukhothai
Institutional

Investor

— The
Sentosa Resort & Spa

2007

— C o n d é  N a s t
Traveler
The Sukhothai

—

Bounty
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FINANCIAL HIGHLIGHTS

Year ended

Six months ended 31 March

30 September

2007 2006 2007

HK$’M HK$’M HK$’M

(restated) (restated)

Results

Turnover 2,061.5 1,812.6 2,636.7

Profit from operations 969.9 852.9 1,230.9

Profit attributable to shareholders 524.3 362.5 1,192.3

Dividends 270.0 121.5 175.5

Profit from operations per share

(HK¢) 71.8 63.2 91.2

Earnings per share (HK¢) 38.8 26.9 88.3

Financial Position

Total assets 17,762.3 15,822.1 15,607.1

Total liabilities 7,129.8 6,702.9 5,631.5

Net asset value 9,620.1 8,308.3 9,251.8

Net asset value per share (HK$) 7.1 6.2 6.9
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INTERIM RESULTS

The board of directors (the “Board” or the “Directors”) of HKR

International Limited (the “Company”) is pleased to announce

the results of the Company and its subsidiaries (the “Group”) for

the six months ended 30 September 2007.

The Group’s unaudited consolidated profit attributable to

shareholders of the Company for the six months ended

30 September 2007 was HK$524.3 million, compared with

HK$362.5 million for the corresponding period last year. Earnings

per share was HK38.83 cents, compared with HK26.85 cents for

the corresponding period last year.

INTERIM DIVIDEND
The Board has declared the payment of an interim dividend of

HK6 cents per share for the six months ended 30 September 2007

to shareholders whose names appear on the registers of

members of the Company on 28 December 2007. The interim

dividend will be paid on 14 January 2008. An interim dividend

of HK4 cents per share was paid to shareholders for the

corresponding period last year.

CLOSURE OF REGISTERS OF MEMBERS
The main and branch registers of members of the Company will

be closed on Thursday, 27 December 2007 and Friday,

28 December 2007, during both days no transfer of shares will

be registered. In order to qualify for the declared interim

dividend, all transfers of shares accompanied with the relevant

share certificates must be lodged with the Company’s Hong

Kong share registrars, Computershare Hong Kong Investor

Services Limited, at Shops 1712-1716, 17th Floor, Hopewell

Centre, 183 Queen’s Road East, Hong Kong for registration not

later than 4:30 p.m. on Monday, 24 December 2007.

HKR International Limited

524.3 362.5

38.83

26.85

6

4

183 17

1712-1716
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BUSINESS REVIEW
PROPERTY DEVELOPMENT

Discovery Bay

The sale relaunch of Chianti in August 2007 was successful and

has brought to the Group a handsome profit. During the six-

month period ended 30 September 2007, 222 units were sold at

an average selling price of HK$6,305 per square foot GFA. Up to

the period end under review, the cumulative sales was 465 units

representing approximately 88% of the total number of units of

Chianti. It is anticipated that sales of the remaining units

comprising mostly specialty deluxe units would further increase

the total sale proceeds of Chianti.

The Group has a 50% interest in Discovery Bay.

Tung Chung

The sale relaunch of La Rossa, our quality residential

development in Tung Chung received enthusiastic market

response, 509 units were sold in the six months ended

30 September 2007 at an average selling price of HK$3,790 per

square foot GFA. The cumulative sales reached 765 units,

representing 98% with all typical units of La Rossa fully sold.

During the period under review, 51 more units of phase 1, Coastal

Skyline, were sold at an average price of HK$3,598 per square

foot GFA.

The last phase of Tung Chung comprising 524 midrise units is

targeted to complete by mid 2008.

The Group has a 31% interest in the Tung Chung project.

Dazhongli, Jingan

Progress of resettlement works of phase 1 of the Dazhongli

project in Jingan District, Shanghai is steady and satisfactory. Up

to the end of the period under review, about 80% of total units

in phase 1 have signed up agreements and/or moved out from

the site. For phase 2, resettlement permit has been obtained and

preparatory works is underway.

The Group has a 50% interest in the Dazhongli project.

222

6,305

465 88%

50%

509

3,790 765

98%

51

3,598

524

31%

80%

50%
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MANAGEMENT DISCUSSION AND ANALYSIS

Chelsea, Shanghai

Chelsea, the Group’s wholly-owned deluxe serviced apartments

in Shanghai, continued to deliver a stable stream of recurrent

income to the Group by maintaining high rental level and an

average occupanc y rate of  over 80%. To maintain its

competitiveness, Chelsea will undergo major renovation to cope

with the market demand and expectation. It is believed that

Chelsea will maintain its leading position in the top-end serviced

apartments market in Shanghai.

The Exchange, Tianjin

Phase 1 of the development of The Exchange in Tianjin, which

includes the retail mall and north office tower, recorded excellent

occupancy rates of 99% and 96% respectively at 30 September

2007. Official opening of phase 2 of the development comprising

the south office tower and a hotel was made in June 2007.

The Group has a 15% interest in The Exchange in Tianjin.

Beaufort on Nassim, Singapore

As a result of the robust economy in Singapore, all the 30 units

of the luxury residential development, Beaufort on Nassim, with

the last one sold in October 2007, were sold out during the

period under review. The overall works on site was 40%

completed at the end of the period.

Sukhothai Residences, Thailand

In Bangkok, the political situation restores stability as elections

are scheduled to be held in December 2007. The development

planning for the 196 units of a 42-storey high condo with

penthouses at the top 6 floors called, the Sukhothai Residences,

is almost completed. Construction work will commence shortly

and it takes about 40 months to complete. The soft pre-sale

launch in Thailand in mid November 2007 was well-received. Sale

launches of the Sukhothai Residences in Hong Kong and

Thailand are anticipated in the first quarter of 2008.

80%

99%

96%

15%

Beaufort on Nassim

Beaufort on Nassim 30

40%

Sukhothai Residences

42

1 9 6 6

p e n t h o u s e s  S u k h o t h a i

Residences 

40
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PROPERTY INVESTMENT

The retail and leasing market in Hong Kong continues be

buoyant, the Group’s 100% owned West Gate Tower in Cheung

Sha Wan and the 50% owned Discovery Park Shopping Centre

in Tsuen Wan recorded consistently high average occupancy

rates of 96% and 93% respectively at 30 September 2007 which

provided stable revenue to the Group. The 100% owned CDW

Building in Tsuen Wan also attained an average occupancy rate

of 93% for the six months under review.

The Group’s 50% owned newly renovated DB Plaza, with the

famous dining destination “Water Margin”, achieved an average

occupancy rate of 94% at remarkable market rental at 30

September 2007.

Over 20 thematic restaurants have settled at Water Margin along

the promenade connecting to Tai Pak Beach, offering customers

with flavours of the East and West and an impressive variety of

international cuisines. This brand-new oceanfront dining hub has

received overwhelming and favourable responses and it is

reflected in the growing number of customers. The Group will

continue to market it as one of the most popular dining

attractions in the territory.

The Group also looks for investment opportunity in the

secondary residential property market and has acquired a

number of units for investment purpose.

SERVICES PROVIDED

The Discovery Bay ’s club operations showed moderate

improvement in turnover during the period under review. The

various clubs continued to provide customer-focused and

quality-driven services.

Patronages of both bus and ferry continue to increase steadily

with the growing population in Discovery Bay. Despite the very

tough operating environment due to escalating fuel prices, rising

maintenance and operating costs, the transportation division

strived to alleviate the operating adversity through stringent

cost control and efficiency enhancement.

The Group’s property management services companies

continued to perform well during the period.

50%

96% 93%

93%

50%

94%

20
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MANAGEMENT DISCUSSION AND ANALYSIS

HOSPITALITY

The hospitality operations in South-east Asia achieved a steady

occupancy and remarkable average room rate. The Sentosa

Resort & Spa in Singapore has attained for the period under

review, an average occupancy rate of 80.6%, at an average room

rate of S$294. In Bangkok, due to the political situation, the

performance of The Sukhothai hotel and Siri Sathorn serviced

apartments in the 2nd and 3rd quarters of the year has been

moderately affected.

The conference and resort hotel in Discovery Bay is under

construction and is scheduled to complete for opening in mid

2009.

SECURITIES INVESTMENT

For the six months ended 30 September 2007, investment in

securities generated a net profit of approximately HK$69.4

million which is mainly attributable to the unrealised market

valuation from the securities investments.

The Company, as a cornerstone and long term investor, has

acquired 20,245,500 shares in Sino-Ocean Land Holdings

Limited, a newly listed company on The Stock Exchange of Hong

Kong Limited (the “Stock Exchange”) in September 2007, at the

consideration of HK$157.5 million. Such investment is treated

as available-for-sale financial assets in the books of account and

the unrealised gain of HK$65.2 million as of 30 September 2007

was recognised in the investment revaluation reserve.

HEALTHCARE

With the consolidation of the Health & Care Dental group, the

healthcare business exhibited remarkable growth during the six

months under review. With the recent open of a few more clinics

in Hong Kong and Shanghai, it is believed that the patient base

and the aggregated turnover will further improve. In Shanghai,

the joint venture cancer centre with Ruijin Hospital had started

operation, providing comprehensive diagnostic and cancer

treatment services to the Mainland community including a new

inpatient facility. Healthway Medical in Hong Kong, the Group’s

newly established outpatient clinics network, is introducing a

The Sentosa Resort

& Spa 80.6%

294

The Sukhothai  Sir i

Sathorn

69.4

157.5

20,245,500

65.2
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new platform concept for outpatient practice for independent

specialist doctors in Hong Kong. Health & Care Dental group, the

largest  dental  network in Hong Kong, rebranding as

“Novodontics” for implant dentistry, continued to be the leading

provider of advanced dental care services through its state-of-

the-art facilities. The Arrail group in the PRC continued to grow

in a steady pace.

MANUFACTURING

With the consolidation of Bathroom & Kitchen Supplies Pty. Ltd.,

turnover for the six months ended 30 September 2007 was

HK$104.4 million. The Imperial business unit is looking for

continued growth from all markets particularly the USA with a

second distributor commencing operation in the new year.

CONSTRUCTION

Hanison Construction Holdings Limited (“Hanison”), the Group’s

49% owned associated company engaging primarily in

construction business, continued to contribute a stable stream

of operating income to the Group. It reported an unaudited

consolidated turnover of HK$589.4 million during the period

under review. Facing intense competition during the period

under review, Hanison was able to maintain a stable net profit.

Hanison will continue to actively participate in construction

tenders of both public and private sectors and to acquire

properties with good development potential for expanding its

property portfolio.

OVERALL OUTLOOK
With the buoyant property market and stock market in Hong

Kong, benefiting from low mortgage interest rate and robust

economic growth in the Mainland China, the demand for high

quality residential units in Hong Kong persists. The Group

remains positive towards the performance in the next half year

and continues to look for business opportunities to grow locally

and regionally in Asia-Pacific in a cautious manner.

HUMAN RESOURCES
At 30 September 2007, the total number of employees of the

Group in Hong Kong and overseas was 3,352. The Group values

the contribution of employees and design and implement

human resources policy to attract, retain and motivate quality

people by rewarding performance and contributions.

Novodontics

Bathroom & Kitchen

Supplies Pty. Ltd.

104.4

49%

589.4

3,352
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MANAGEMENT DISCUSSION AND ANALYSIS

To continue the enhancement of customer service initiatives, a

“customer service club” has been set up in early 2007 to reinforce

the customer service fundamentals for striving service

excellence through a series of learning and sharing activities. In

promoting corporate wellness, a series of health talks in

encouraging healthy work life were organised for staff.

INFORMATION TECHNOLOGY
The Company continues its  commitment in effective

employment of information technology to enhance delivery of

quality services to its customers and to raise staff productivity

further.

A new customer relationship management system which

enables better collaboration among various business systems

in Discovery Bay has been introduced. This system will greatly

help improve responsiveness to customers.

The existing magnetic ferry ticketing system has been in force

in Discovery Bay for long and will soon be replaced by a new

smart card system in early 2008.

To extend the employees’ workspaces beyond the traditional

desktop environment, a unified messaging system is being set

up to facilitate receipt and sending of emails, calls, faxes, etc. on

a wide variety of communication tools and in a mobile mode

which will enable the employees to conduct business in multiple

locations.

FINANCIAL REVIEW
SHAREHOLDERS’ FUNDS

At 30 September 2007, the shareholders’ funds of the Group rose

by HK$368.3 million to HK$9,620.1 million (31 March 2007:

HK$9,251.8 million). The increase was mainly attributable to the

robust properties sales of Chianti in Discovery Bay and profit

contribution from other operating units. The overall gross profit

margin for the Group further improved by 1.8% to 48.2% (31

March 2007: 46.4% (restated)).

MAJOR CASH FLOWS TO INVESTING ACTIVITIES

During the financial period under review, the Group continued

to capitalise one of its major development projects located in

Jingan, Shanghai, in which the Group held 50% equity interest,

for HK$556.2 million.

368.3 9,620.1

9,251.8

1.8% 48.2%

46.4%

556.2

50%
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91.7

71.8

162.4 141.5

122.8

3,420.5

2,724.8

884.8 2,158.2

1,273.4

25.4%

18.4%

4,340.2

3,438.8

19%

28% 11%

14%

70%

58%

The Group has also acquired certain residential investment

properties located in Discovery Bay and Tung Chung for

investment purpose at a total consideration of HK$91.7 million

of which HK$71.8 million has been paid.

MAJOR CASH FLOWS FROM OPERATING ACTIVITIES

The sales of residential properties located in Discovery Bay, Hong

Kong and Nassim Road, Singapore contributed approximately

HK$162.4 million and HK$141.5 million cash respectively to the

Group during the financial period under review.

Investment properties of the Group generated approximately

HK$122.8 million operating cash during the same six-month

period.

FINANCIAL LIQUIDITY

The financial position of the Group was strong with total cash

and securities investment amounting to HK$3,420.5 million (31

March 2007: HK$2,724.8 million). Meanwhile total bank

borrowings increased by HK$884.8 million to HK$2,158.2 million

(31 March 2007: HK$1,273.4 million) for the purpose of financing

the acquisitions and existing development projects of the Group

during the financial period under review.

GEARING

The Group’s gearing ratio continued to be at a low level of 25.4%

(31 March 2007: 18.4%) as calculated by the Group’s consolidated

net borrowings to the shareholders’ funds.

BANKING FACILITIES

At 30 September 2007, the Group had adequate internal cash

and banking facilities, both secured and unsecured, to finance

its development projects and operations. At 30 September 2007,

the unutilised credit facilities amounted to HK$4,340.2 million

(31 March 2007: HK$3,438.8 million).

The maturity profile of bank borrowings were 19% (31 March

2007: 28%) falling within one year, 11% (31 March 2007: 14%)

falling between one to two years, and 70% (31 March 2007: 58%)

falling between two to five years at 30 September 2007.
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MANAGEMENT DISCUSSION AND ANALYSIS

496.1
469.4 78.3

75.6

0.1

Tung Chung Station Development
Company Limited TCSDCL
31% TCSDCL

2,379.3
2,379.3

TCSDCL

TCSDCL

29.3
27.8

1.2 156.7
155.5

TREASURY POLICY

The Group has central ised treasur y functions for the
management of funding requirements, interest rate and
currency risk exposure. With majority of assets and liabilities
denominated in HK dollars and US dollars, the Group has limited
exposure to foreign currencies. For hedging of foreign currency
exposure in certain overseas operation, currency swap
arrangements were used. The Group’s banking facilities are
principally on floating rate basis and interest rate swaps will be
employed to manage interest rate risk for its short to medium
term borrowings when appropriate and necessary.

It is the policy of the Group to restrict the use of financial
derivatives for speculative purpose.

PLEDGE OF ASSETS

At 30 September 2007, the Group had pledged certain properties
with a total carrying value of HK$496.1 million (31 March 2007:
HK$469.4 million) and bank deposits of HK$78.3 million (31
March 2007: HK$75.6 million) to secure banking facilities granted
to the Group. No equipment (31 March 2007: HK$0.1 million) was
pledged for the aforesaid purpose on the aforesaid date.

At 30 September 2007, the Group’s entire interest of 31% in Tung
Chung Station Development Company Limited (“TCSDCL”) was
pledged. The loans to TCSDCL (before provision) amounting to
approximately HK$2,379.3 million (31 March 2007: HK$2,379.3
million) were subordinated to banks, to secure the banking
facilities granted to TCSDCL. Upon cancellation of the remaining
unutilised banking facilities effective from 10 October 2007, as
agreed by the banks, all charges in relation to the banking
facilities (except the guarantee, to the extent of the Group’s
proportionate share in respect of the banking facilities, which is
retained by the banks for seven months thereafter) including
subordination of shareholders’ loans and pledge of equity
interest in TCSDCL were fully released and discharged on 30
November 2007.

HKR Properties Limited, one of the Company’s wholly owned
subsidiaries, also subordinated an inter-company debt of
HK$29.3 million (31 March 2007: HK$27.8 million) due from one
of its subsidiaries to secure certain general banking facilities
granted to that subsidiary.

CONTINGENT LIABILITIES

The Group’s contingent liabilities in respect of corporate
guarantees and undertaking given, to the extent of the Group’s
proportionate share, in respect of banking and other facilities
(or secured indebtedness, if appropriate) granted, increased
slightly by HK$1.2 million to HK$156.7 million (31 March 2007:
HK$155.5 million) due to exchange translation.
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING

SHARES AND DEBENTURES
At 30 September 2007, the interests and short positions of the

directors and chief executive of the Company and their

respective associates in the shares, underlying shares and

debentures of the Company or any associated corporation

(within the meaning of Part XV of the Securities and Futures

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

under section 352 of the SFO or as otherwise notified to the

Company and the Stock Exchange pursuant to the Model Code

for Securities Transactions by Directors of Listed Issuers (the

“Model Code”) set out in Appendix 10 to the Rules Governing

the Listing of Securities on the Stock Exchange (the “Listing

Rules”) adopted by the Company were as follows:

(1) THE COMPANY

Long positions in shares of HK$0.25 each

Number of Ordinary Shares

Percentage
of Issued

Share
Personal Family Corporate Other Capital

Name of Director Capacity Interests Interests Interests Interests Total

CHA Mou Sing Payson Beneficial owner, 2,352,860 — 2,624,600 666,333,673 671,311,133 49.72
interests of a controlled (Note a) (Note b)
corporation and a b
beneficiary of trust

CHA Mou Zing Victor Beneficiary of trust — — — 666,333,673 666,333,673 49.35
(Note b)

b

CHA Mou Daid Johnson Beneficiary of trust — — — 674,118,665 674,118,665 49.92
(Note b)

b

WONG CHA May Lung Beneficiary of trust — — — 673,521,815 673,521,815 49.88
Madeline (Note b)

b

Ronald Joseph ARCULLI Beneficial owner 241,472 — — — 241,472 0.02

CHUNG Sam Tin Abraham Beneficial owner 315,084 — — — 315,084 0.02

HO Pak Ching Loretta Beneficial owner 85,600 — — — 85,600 0.01

TANG Moon Wah Beneficial owner 135,200 — — — 135,200 0.01

XV

352

10

(1)

0.25
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OTHER INFORMATION

Notes:

(a) The shares were held by Accomplished Investments
Limited, a corporation 100% owned by Mr CHA Mou Sing
Payson.

(b) The shares belonged to cer tain but not identical
discretionary trusts and were held directly and/or indirectly
by corporate trustees namely, CCM Trust (Cayman) Limited,
LBJ Regents Limited and Dolios Limited (not being a
substantial shareholder), of which the relevant directors or
their respective individual associates were members of the
classes of discretionary beneficiaries. Please refer to the
paragraph headed “Substantial Shareholders” below for
further details of the numbers of shares held by certain of
the corporate trustees.

(2) A S S O C I AT E D  C O R P O R AT I O N  —  H A N I S O N

CONSTRUCTION HOLDINGS LIMITED

Long positions in shares of HK$0.10 each

Number of Ordinary Shares

Percentage
of Issued

Share
Personal Family Corporate Other Capital

Name of Director Capacity Interests Interests Interests Interests Total

CHA Mou Sing Payson Beneficial owner, 459,541 — 512,616 104,263,263 105,235,420 23.74
interests of a controlled (Note a) (Note b)
corporation and a b
beneficiary of trust

CHA Mou Zing Victor Beneficiary of trust — — — 104,263,263 104,263,263 23.52
(Note b)

b

CHA Mou Daid Johnson Beneficiary of trust — — — 105,783,769 105,783,769 23.87
(Note b)

b

WONG CHA May Lung Beneficiary of trust — — — 105,667,195 105,667,195 23.84
Madeline (Note b)

b

Ronald Joseph ARCULLI Beneficial owner 47,162 — — — 47,162 0.01

CHUNG Sam Tin Abraham Beneficial owner 52,745 — — — 52,745 0.01

HO Pak Ching Loretta Beneficial owner 10,628 — — — 10,628 0.002

(a)
Accomplished Investments

Limited 

(b)
CCM Trust (Cayman) Limited

LBJ Regents Limited Dolios Limited

(2)   

0.10
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Notes:

(a) The shares were held by Accomplished Investments
Limited, a corporation 100% owned by Mr CHA Mou Sing
Payson.

(b) The shares belonged to certain but not identical
discretionary trusts and were held directly and/or indirectly
by corporate trustees namely, CCM Trust (Cayman) Limited
and LBJ Regents Limited, of which the relevant directors or
their respective individual associates were members of the
classes of discretionary beneficiaries.

Save as disclosed above and for certain directors holding
non-beneficial interests in the share capital of some of the
subsidiaries of the Company as nominee shareholders, at
30 September 2007, none of the Directors or chief executive
of the Company or their respective associates had any
interests or short positions in any shares, underlying shares
and debentures of the Company or any associated
corporations (within the meaning of the SFO) as recorded
in the register required to be kept under section 352 of the
SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code contained in the
Listing Rules.

SUBSTANTIAL SHAREHOLDERS
At 30 September 2007, the following persons (other than a
director or chief executive of the Company) had interests or short
positions in the shares and underlying shares of the Company
as recorded in the register required to be kept under section
336 of the SFO:

Long positions in the Company’s shares of HK$0.25 each

(a)
Accomplished Investments

Limited

(b)
CCM Trust (Cayman) Limited

 LBJ Regents Limited 

352

336

0.25

Percentage of
Issued Share

Number of Capital
Name of Shareholder Capacity Ordinary Shares

CCM Trust (Cayman) Limited Trustee and interests of a 553,680,744 41.01
(Note a) controlled corporation (Note a)

    a (Note b) a

   b

CDW Holdings Limited Beneficial owner 72,405,057 5.36
(Note b) (Note b)

    b b

LBJ Regents Limited Trustee 86,573,432 6.41
(Note c) (Note c)

    c c

Deutsche Bank Aktiengesellschaft Beneficial owner, investment 93,771,324 6.94
manager and person having (Note d)
a security interest in shares d
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OTHER INFORMATION

Short positions in the Company’s shares of HK$0.25 each 0.25

Notes:

(a) The 553,680,744 shares in which CCM Trust (Cayman) Limited was
interested or deemed to be interested (including the 72,405,057
shares held indirectly through its 52.24% owned subsidiary
namely, CDW Holdings Limited) were shares held by it as
corporate trustee of a discretionary trust of which members of
the class of discretionary beneficiaries comprise the late Dr CHA
Chi Ming’s issue.

(b) CDW Holdings Limited is 52.24% owned by CCM Trust (Cayman)
Limited. By virtue of the SFO, CDW Holdings Limited is a controlled
corporation of CCM Trust (Cayman) Limited and the 72,405,057
shares held by CDW Holdings Limited therefore formed part of
the 553,680,744 shares in which CCM Trust (Cayman) Limited was
interested or deemed to be interested.

(c) The 86,573,432 shares were held by LBJ Regents Limited as
corporate trustee for certain discretionary trusts, of which
members of the classes of discretionary beneficiaries comprise
the late Dr CHA Chi Ming’s issue.

(d) The long position interest in 93,771,324 shares comprised
43,343,170 shares and 35,886,400 shares held by Deutsche Bank
Aktiengesellschaft beneficially and as investment manager
respectively and 14,541,753 shares in which Deutsche Bank
Aktiengesellschaft had a security interest. All figures were
stipulated in the submitted form as such.

The short position interest in 14,707,200 shares comprised
4,308,800 shares held by Deutsche Bank Aktiengesellschaft
beneficially and 10,398,400 shares in which Deutsche Bank
Aktiengesellschaft had a security interest.

Save as disclosed above, at 30 September 2007, no other interests

or short positions in the shares or underlying shares of the

Company were recorded in the register required to be kept by

the Company under section 336 of the SFO.

(a) CCM Trust (Cayman) Limited
553,680,744

5 2 . 2 4 % C D W
Holdings Limited 72,405,057

(b) CCM Trust (Cayman) Limited CDW
Holdings Limited 52.24%

CDW Holdings Limited
CCM Trust (Cayman) Limited

C D W  H o l d i n g s  L i m i t e d
7 2 , 4 0 5 , 0 5 7 C C M  T r u s t
(Cayman) Limited
553,680,744

(c) 8 6 , 5 7 3 , 4 3 2 L B J  R e g e n t s
Limited

(d) 93,771,324
Deutsche Bank Aktiengesellschaft

43,343,170
35,886,400 Deutsche

Bank Aktiengesellschaft
14,541,753

14,707,200
Deutsche Bank Aktiengesellschaft

4,308,800
10,398,400

336

Percentage of

Issued Share

Number of Capital

Name of Shareholder Capacity Ordinary Shares

Deutsche Bank Aktiengesellschaft Beneficial owner and 14,707,200 1.09

person having a security (Note d)

interest in shares d
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SHARE OPTION SCHEME
The Company’s existing share option scheme (the “2002

Scheme”) was adopted on 3 January 2002 and came into effect

on 18 January 2002 under which options may be granted, inter

alia, to Directors. No option was granted under the 2002 Scheme

since its inception. The total number of shares of the Company

available for grant of options under the 2002 Scheme is

115,737,802 shares which represents 8.57% of the issued share

capital of the Company at the date of this interim report (i.e. 6

December 2007).

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR

DEBENTURES
There was no grant to, and no exercise by, the Directors of any

options under the Company’s aforesaid 2002 Scheme during the

period.

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 to acquire benefits by means of the

acquisition of shares in, or debentures of, the Company or any

other body corporate.

CONVERTIBLE BONDS
On 26 April 2005, the Company issued zero coupon convertible

bonds due 2010 in the aggregate principal amount of

HK$1,410.0 million. Each bond may, at the option of the holder,

be converted into fully paid ordinary shares of the Company with

a par value of HK$0.25 each at an initial conversion price of

HK$6.5 per share (subject to adjustment). The conversion price

was previously adjusted to HK$6.43 effective on the date of issue

of new shares under the rights issue on 25 January 2006 and

further adjusted to HK$6.35 and HK$6.20 upon approval of

payment of excess final dividend at the Company’s annual

general meetings held on 24 August 2006 and 23 August 2007

respectively. There was no conversion of convertible bonds

during the period from the date of issue of the convertible bonds

to 30 September 2007.

115,737,802

8.57%

1,410.0

0.25

6.5

6.43

6.35

6.20
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OTHER INFORMATION

PURCHASE, SALE OR REDEMPTION OF THE

COMPANY’S LISTED SECURITIES
Neither the Company nor any of its subsidiaries purchased, sold

or redeemed any of the Company’s listed securities during the

period.

CORPORATE GOVERNANCE
In the opinion of the Directors, the Company has complied with

the code provisions of the Code on Corporate Governance

Practices as set out in Appendix 14 to the Listing Rules

throughout the six months ended 30 September 2007, except

for certain deviations from the code provisions A.2.1, A.4.1, D.1.1

and D.1.2 as previously reported with details duly set out in the

Corporate Governance Report in the annual report 2006/2007

published in June 2007. Since the last published annual report,

there have been no changes in relation thereto.

MODEL CODE FOR SECURITIES TRANSACTIONS

BY DIRECTORS OF THE COMPANY
The Company has adopted the Model Code set out in Appendix

10 to the Listing Rules (including amendments as made effective

from time to time) as its own code of conduct to regulate

securities transactions by the Directors and specified employees

who, by reference to their positions and duties, are likely to be

in possession of unpublished price-sensitive information of the

Group. Having made specific enquiry of all Directors, the

Directors have confirmed that they have complied with the

required standard set out in the Model Code throughout the six

months ended 30 September 2007.

14

A.2.1 A.4.1

D.1.1 D.1.2

10
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CONTINUING DISCLOSURE REQUIREMENTS

UNDER RULE 13.21 OF CHAPTER 13 OF THE

LISTING RULES
In accordance with the requirements of rule 13.21 of Chapter 13

of the Listing Rules, the following is the details of the loan

agreement with covenants relating to specific performance on

the controlling shareholders of the Company at 30 September

2007.

The Company is the borrower of a loan agreement entered into

on 18 September 2007 (the “Loan Agreement”) for a transferable

revolving credit facility in an aggregate principal amount of

HK$2.5 billion with final maturity date falling five years after the

date of the Loan Agreement.

The Loan Agreement provides that the individual shareholder

in the Company holding the single largest shareholding (direct

or indirect) in the Company on the date of the Loan Agreement

together with his associate(s) shall be the Company’s single

largest beneficial shareholder at any time until the final maturity

date. The breach of the above specific performance obligations

would constitute an event of default under the Loan Agreement.

At the date of the Loan Agreement, CCM Trust (Cayman) Limited,

LBJ Regents Limited and CDW Holdings Limited (all being

substantial shareholders of the Company within the meaning

of the SFO), Mingly Asia Capital Limited (not being a substantial

shareholder within the meaning of the SFO) and Mr CHA Mou

Sing Payson, Mr CHA Mou Zing Victor, Mr CHA Mou Daid Johnson

and Ms WONG CHA May Lung Madeline (all being Directors)

together had an aggregate interest in 686,284,267 shares in the

Company, representing approximately 50.83% of the issued

share capital of the Company and collectively treated as a single

controlling shareholder of the Company under the term “Cha

Family”.

13 13.21

13 13.21

25

CCM Trust (Cayman)

Limited LBJ Regents Limited CDW

Holdings Limited

Mingly

Asia Capital Limited

686,284,267

50.83%
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OTHER INFORMATION

CONTINUING DISCLOSURE REQUIREMENTS

UNDER RULE 13.22 OF CHAPTER 13 OF THE

LISTING RULES
In accordance with the requirements of rule 13.22 of Chapter 13

of the Listing Rules, the following is the details of financial

assistance and guarantees given for facilities granted to affiliated

companies of the Company at 30 September 2007.

At 30 September 2007, the Group advanced to TCSDCL an

aggregate amount of HK$2,379.3 million. The Group also

provides guarantee to the extent of the Group’s proportionate

share in respect of TCSDCL’s banking facilities of HK$918.0

million. The banking facilities were not utilised by TCSDCL at 30

September 2007. Upon cancellation of the remaining unutilised

banking facilities effective from 10 October 2007, as agreed by

the banks, all charges in relation to the banking facilities (except

the aforesaid guarantee which is retained by the banks for seven

months thereafter) including subordination of shareholders’

loans and pledge of equity interest in TCSDCL were fully released

and discharged on 30 November 2007.

TCSDCL is engaged in the development of Tung Chung Station

Package II Project in Lantau Island, Hong Kong in which the

Group has 31% interest. The advances were provided by the

Group in the form of subordinated shareholders’ loans in

proportion to the Group’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% to 2.5% per annum, and have no fixed term of

repayment. As agreed by all the beneficial shareholders of

TCSDCL in a deed of release and discharge entered into on 3

June 2003 and with the consent from the banks, the interests

accrued by TCSDCL on the subordinated shareholders’ loans

were released and discharged in the net asset value of TCSDCL

during the year ended 31 March 2003. All interests payable by

TCSDCL on outstanding shareholders’ loans due by TCSDCL were

released and discharged as from 1 January 2002 until further

determined by all its beneficial shareholders at a later time. The

advances together with the accrued interests thereon, if any, are

subordinated to the banks providing the banking facilities to

TCSDCL as mentioned above.

At 30 September 2007, the Group advanced to Dazhongli

Properties Limited and its subsidiaries (“Dazhongli Group”), an

aggregate amount of HK$1,588.9 million.

13 13.22

13 13.22

TCSDCL 2,379.3

TCSDCL 918.0

TCSDCL

TCSDCL

TCSDCL

31%

TCSDCL

TCSDCL

2 2.5

TCSDCL

TCSDCL TCSDCL

TCSDCL

TCSDCL

1,588.9
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Dazhongli Group is engaged in the development of certain

properties in Jingan District, Shanghai, the PRC in which the

Group has 50% interest. The advances were provided by the

Group in the form of shareholders’ loans in proportion to the

Group’s shareholding interest in Dazhongli Group, for the

purpose of financing the development expenditure of Dazhongli

Group. The advances are unsecured, non-interest bearing and

have no fixed terms of repayments.

In addition, at 30 September 2007, the Group also advanced to

several affiliated companies at an aggregate amount of HK$52.3

million.

At 30 September 2007, the aggregate amount of advances

provided to and guarantees given for these affiliated companies

by the Group amounted to HK$4,020.5 million and represented

41.8% of the consolidated net tangible assets of the Group of

HK$9,611.2 million at 30 September 2007.

A pro forma combined balance sheet of these affiliated

companies and the Group’s attributable interest in these

affiliated companies at 30 September 2007 were as follows:

Pro forma combined Group’s

balance sheet attributable interest

HK$’M HK$’M

Non-current assets 2,764.5 1,319.6

Current assets 6,830.4 2,537.3

Current liabilities 1,020.5 448.4

Net current assets 5,809.9 2,088.9

Non-current liabilities 11,030.6 4,034.4

Shareholders’ deficits (2,456.2) (625.9)

REVIEW OF INTERIM REPORT
The interim report of the Group for the six months ended 30

September 2007 has not been audited, but has been reviewed

by the Audit Committee of the Company and the Group’s

auditors, Messrs Deloitte Touche Tohmatsu.

On behalf of the Board

CHA Mou Zing Victor

Deputy Chairman & Managing Director

Hong Kong, 6 December 2007

50%

52.3

4,020.5

9,611.2 41.8%
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CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 30 September 2007

For the six months ended
30 September

2007 2006

NOTES HK$’M HK$’M

(unaudited) (unaudited)

Turnover 1&3 2,061.5 1,812.6
Cost of sales (1,068.4) (915.4)

Gross profit 993.1 897.2
Other operating income 30.5 29.7
Administrative expenses (216.5) (146.3)
Change in fair value of

investment properties 89.5 28.6
Change in fair value of financial

assets at fair value
through profit or loss 73.3 43.7

Profit from operations 969.9 852.9
Finance costs 4 (87.1) (103.8)
Share of results of associates 48.1 14.2
Share of result of jointly

controlled entity 29.3 —

Profit before taxation 5 960.2 763.3
Taxation 6 (148.2) (137.8)

Profit for the period 812.0 625.5

Attributable to:
Equity holders of the Company 524.3 362.5
Minority interests 287.7 263.0

812.0 625.5

Dividends paid 7 270.0 121.5

Dividend proposed 7 81.0 54.0

Earnings per share 8
Basic (HK cents) 38.83 26.85

Diluted (HK cents) 36.50 26.07
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At 30.9.2007 At 31.3.2007

NOTES HK$’M HK$’M

(unaudited) (audited)

Non-current assets
Investment properties 9 5,197.9 5,032.6
Property, plant and equipment 10 2,274.9 2,248.5
Prepaid lease payments 197.1 198.7
Goodwill 8.9 8.0
Interests in associates 319.3 309.6
Interest in jointly controlled entity 11 1,630.4 1,043.0
Held-to-maturity investments 12 15.6 15.6
Available-for-sale financial assets 12 248.4 17.0
Other assets 13 157.5 180.3
Deferred tax assets 7.5 4.3

10,057.5 9,057.6

Current assets
Inventories 142.5 133.6
Properties held for sale 248.0 731.9
Trade receivables 14 1,382.8 227.8
Sale proceeds held by stakeholders 87.4 36.6
Deposits, prepayments and other

receivables 212.0 412.4
Properties held for/under

development 1,379.3 1,256.6
Amounts due from associates 1,165.3 1,133.2
Taxation recoverable 1.2 3.2
Financial assets at fair value through

profit or loss 12 1,906.7 1,634.3
Pledged bank deposits 78.3 75.6
Bank balances and cash 1,101.3 904.3

7,704.8 6,549.5

Current liabilities
Trade payables, provision and

accrued charges 15 995.3 844.1
Deposits received and other payables 577.5 289.0
Amounts due to associates — 15.1
Taxation payable 258.9 141.8
Derivative financial instruments 0.7 13.6
Bank loans due within one year 16 402.6 352.9
Other liabilities due within one year 16 3.1 4.1
Convertible bonds

— liability component   17 1,533.8 —

3,771.9 1,660.6

Net current assets 3,932.9 4,888.9

Total assets less current liabilities 13,990.4 13,946.5
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CONDENSED CONSOLIDATED BALANCE SHEET

At 30 September 2007

At 30.9.2007 At 31.3.2007

NOTES HK$’M HK$’M

(unaudited) (audited)

Non-current liabilities

Bank loans due after one year 16 1,755.6 920.5

Convertible bonds

— liability component   17 — 1,483.8

Other liabilities due after one year 16 1,220.0 1,208.3

Deferred tax liabilities 382.3 358.3

3,357.9 3,970.9

10,632.5 9,975.6

Capital and reserves

Share capital 337.5 337.5

Reserves 9,282.6 8,914.3

Equity attributable to equity holders

of the Company 9,620.1 9,251.8

Minority interests 1,012.4 723.8

10,632.5 9,975.6
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Attributable to the equity holders of the Company

Convertible

Asset Investment bonds Capital

revaluation revaluation equity Distributable Exchange redemption Minority

Share Accumulated General Share reserve reserve reserve reserve reserve reserve interests

capital profits reserve premium Total Total

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

(Note a) (Note b) (Note c)

a b c

At 1 April 2006

337.5 5,414.5 78.3 1,537.9 129.4 0.1 75.1 450.7 (24.2) 3.1 8,002.4 552.5 8,554.9

Fair value changes on

available-for-sale

financial assets — — — — — 4.3 — — — — 4.3 — 4.3

Exchange differences arising

from translation of

operations outside

Hong Kong — — — — — — — — 245.7 — 245.7 — 245.7

Share of movement in

reserve of an associate — — — — — — — — 0.1 — 0.1 — 0.1

Share of movement in

reserve of jointly

controlled entity — — — — — — — — 8.5 — 8.5 — 8.5

Minority shareholders’ share

of changes in reserves — — — — — (0.1) — — (12.5) — (12.6) 12.6 —

Net gain recognised directly

in equity — — — — — 4.2 — — 241.8 — 246.0 12.6 258.6

Realised on disposal of

interest in a subsidiary — — — — — — — — (13.4) — (13.4) — (13.4)

Profit for the year — 1,192.3 — — — — — — — — 1,192.3 306.9 1,499.2

Total recognised income and

expense for the year — 1,192.3 — — — 4.2 — — 228.4 — 1,424.9 319.5 1,744.4

Dividends paid — (175.5) — — — — — — — — (175.5) — (175.5)

Acquisition of subsidiaries — — — — — — — — — — — 11.0 11.0

Acquisition of additional

interest in a subsidiary — — — — — — — — — — — (9.9) (9.9)

Capital contribution by

minority shareholders — — — — — — — — — — — 0.7 0.7

Dividend paid to minority

shareholder — — — — — — — — — — — (150.0) (150.0)

At 31 March 2007

337.5 6,431.3 78.3 1,537.9 129.4 4.3 75.1 450.7 204.2 3.1 9,251.8 723.8 9,975.6



I N T E R I M  R E P O R T  2 0 0 7 / 2 0 0 8

25

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 September 2007

Attributable to the equity holders of the Company

Convertible

Asset Investment bonds Capital

revaluation revaluation equity Distributable Exchange redemption Minority

Share Accumulated General Share reserve reserve reserve reserve reserve reserve interests

capital profits reserve premium Total Total

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

(Note a) (Note b) (Note c)

a b c

At 1 April 2007

337.5 6,431.3 78.3 1,537.9 129.4 4.3 75.1 450.7 204.2 3.1 9,251.8 723.8 9,975.6

Fair value changes on

available-for-sale

financial assets — — — — — 66.2 — — — — 66.2 — 66.2

Exchange differences arising

from translation of

operations outside

Hong Kong — — — — — — — — 46.8 — 46.8 — 46.8

Share of movement in

reserve of jointly

controlled entity — — — — — — — — 1.9 — 1.9 — 1.9

Minority shareholders’ share

of changes in reserves — — — — — — — — (0.9) — (0.9) 0.9 —

Net gain recognised directly

in equity — — — — — 66.2 — — 47.8 — 114.0 0.9 114.9

Profit for the period — 524.3 — — — — — — — — 524.3 287.7 812.0

Total recognised income and

expense for the period — 524.3 — — — 66.2 — — 47.8 — 638.3 288.6 926.9

Dividends paid — (270.0) — — — — — — — — (270.0) — (270.0)

At 30 September 2007

337.5 6,685.6 78.3 1,537.9 129.4 70.5 75.1 450.7 252.0 3.1 9,620.1 1,012.4 10,632.5
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Attributable to the equity holders of the Company

Convertible

Asset Investment bonds Capital

revaluation revaluation equity Distributable Exchange redemption Minority

Share Accumulated General Share reserve reserve reserve reserve reserve reserve interests

capital profits reserve premium Total Total

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

(Note a) (Note b) (Note c)

a b c

At 1 April 2006

337.5 5,414.5 78.3 1,537.9 129.4 0.1 75.1 450.7 (24.2) 3.1 8,002.4 552.5 8,554.9

Fair value changes on

available-for-sale

financial assets — — — — — 2.2 — — — — 2.2 — 2.2

Exchange differences arising

from translation of

operations outside

Hong Kong — — — — — — — — 65.4 — 65.4 — 65.4

Share of movement in

reserve of an associate — — — — — — — — (1.1) — (1.1) — (1.1)

Minority shareholders’ share

of changes in reserves — — — — — (0.2) — — (1.4) — (1.6) 1.6 —

Net gain recognised directly

in equity — — — — — 2.0 — — 62.9 — 64.9 1.6 66.5

Profit for the period — 362.5 — — — — — — — — 362.5 263.0 625.5

Total recognised income and

expense for the period — 362.5 — — — 2.0 — — 62.9 — 427.4 264.6 692.0

Dividend paid — (121.5) — — — — — — — — (121.5) — (121.5)

Acquisition of additional

interest in a subsidiary — — — — — — — — — — — (6.2) (6.2)

At 30 September 2006

337.5 5,655.5 78.3 1,537.9 129.4 2.1 75.1 450.7 38.7 3.1 8,308.3 810.9 9,119.2

Notes:

(a) General reserve mainly represents reserve created by way of
capital reduction in a scheme of arrangement of the Group under
its former listed vehicle namely HKR Properties Limited pursuant
to a special resolution passed at the Extraordinary General
Meeting (the “Scheme of Arrangement”) in 1988.

(b) Distributable reserve was arisen from the cancellation of the
share capital and the share premium account of HKR Properties
Limited in the year of 1989/1990 under the Scheme of
Arrangement.

(c) Capital redemption reserve is the amount equivalent to the
nominal value of the shares cancelled upon repurchase of the
Company’s shares which was transferred from accumulated
profits. The reserve may be applied by the Company in paying
up its unissued shares to be allotted to members of the Company
as fully paid bonus shares in accordance with the articles of
association of the Company and the Companies Law of the
Cayman Islands.

(a)

(b)

(c)
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the six months ended 30 September 2007

For the six months ended
30 September

2007 2006

HK$’M HK$’M

(unaudited) (unaudited)

Net cash from operating activities 287.8 222.1

Net cash used in investing activities
Advances to jointly controlled entity (556.2) —
Additions of property, plant and

equipment (78.8) (62.4)
Additions of investment properties (71.8) (209.2)
Other investing cash flows 60.3 22.9
Additional acquisition of interest in

subsidiaries — (11.2)
Acquisition of subsidiaries — (7.3)
Advances to associates — (4.4)

(646.5) (271.6)

Net cash from (used in) financing
activities
New bank borrowings raised 899.8 190.7
Dividends paid (270.0) (121.5)
Repayment of bank borrowings (45.3) (6.5)
Other financing cash flows (31.5) (52.2)
Repayment of advances from

minority shareholders — (140.0)

553.0 (129.5)

Net increase (decrease) in cash and
cash equivalents 194.3 (179.0)

Cash and cash equivalents
at beginning of the period 904.3 1,179.0

Effect of foreign exchange rate
changes 2.7 3.2

Cash and cash equivalents at end of
the period 1,101.3 1,003.2

Analysis of the balances of cash and
cash equivalents:

Bank balances and cash 1,101.3 1,003.2
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1. BASIS OF PREPARATION
The condensed consolidated 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 and with Hong Kong Accounting

Standard 34 “Interim Financial Reporting” issued by the

Hong Kong Institute of Certified Public Accountants (the

“HKICPA”).

In the current period, the presentation of the turnover and

cost of sales of securities investment adopted in the

condensed consolidated income statement has been

changed so as to reflect the nature of the sales of securities

investment in a more appropriate manner. In the prior

period, the sale proceeds and the related cost of sales were

shown separately in the condensed consolidated income

statement. In the current period, the net gain from sales of

securities investment has been included in the turnover in

the condensed consolidated income statements.

Accordingly, certain comparative figures were restated.

2. PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have

been prepared on the historical cost basis, except for

certain properties and financial instruments, which are

measured at fair values.

The accounting policies adopted in the condensed

consolidated financial statements are consistent with those

followed in the preparation of the Group’s annual audited

financial statements for the year ended 31 March 2007,

except as described below.

1.

16

34

2.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

In the current interim period, the following new standard,

amendment and interpretations (“new HKFRSs”) issued by

the HKICPA, became effective.

HKAS 1 (Amendment) Capital disclosures 1

HKFRS 7 Financial instruments: Disclosures 1

HK(IFRIC) — INT 8 Scope of HKFRS 2 2

HK(IFRIC) — INT 9 Reassessment of  embedded

derivatives 3

HK(IFRIC) — INT 10 Interim financial reporting and

impairment 4

HK(IFRIC) — INT 11 HKFRS 2 — Group and treasury

share transactions 5

1 Effective for accounting periods beginning on or after 1
January 2007.

2 Effective for accounting periods beginning on or after 1
May 2006.

3 Effective for accounting periods beginning on or after 1
June 2006.

4 Effective for accounting periods beginning on or after 1
November 2006.

5 Effective for accounting periods beginning on or after 1
March 2007.

1

1 )
1

7

2
2

8

3

9

4

10

2  

11 5

1

2

3

4

5
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1

23
1

8
2

12
3

13

19  

14

2

1

2

3

While some of these HKFRSs are not applicable to the

Group, the adoption of those new HKFRSs applicable to the

Group had no material effect on the results or financial

position of the Group for the current or prior accounting

periods. Accordingly, no prior period adjustment has been

recognised.

The Group has not early applied the following new

standard, amendment and interpretations that have been

issued but are not yet effective. The directors of the

Company anticipate that the application of these standard,

amendment or interpretations will have no material impact

on the condensed consolidated financial statements of the

Group.

HKAS 23 (Revised) Borrowing costs 1

HKFRS 8 Operating segments 1

HK(IFRIC) - INT 12 Service concession arrangements 2

HK(IFRIC) - INT 13 Customer loyalty programmes 3

HK(IFRIC) - INT 14 HKAS 19 - The limit on a defined

benefit asset, minimum funding

requirements and their interaction 2

1 Effective for accounting periods beginning on or after 1
January 2009.

2 Effective for accounting periods beginning on or after 1
January 2008.

3 Effective for accounting periods beginning on or after 1
July 2008.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

3. SEGMENT INFORMATION
For management purposes, the Group is currently

organised into proper t y  development, proper t y

investment, services provided, hotels, securities investment,

healthcare and manufacturing segments. These divisions

are the basis on which the Group reports its primary

segment information.

Segment information about these operating divisions is

presented below:

BUSINESS SEGMENTS
Property Property Services Securities

development investment provided Hotels investment Healthcare Manufacturing Eliminations Consolidated

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

Six months ended

30 September 2007

Turnover

External 1,266.5 179.7 182.2 167.7 7.8 153.2 104.4 — 2,061.5

Inter-segment* * — 6.4 4.9 0.7 — — — (12.0) —

Total 1,266.5 186.1 187.1 168.4 7.8 153.2 104.4 (12.0) 2,061.5

SEGMENT RESULTS 669.9 206.6 18.4 14.8 69.4 4.5 (5.7) 977.9

Interest income 15.7

Unallocated corporate

expenses (23.7)

Profit from operations 969.9

Finance costs (87.1)

Share of results of

associates 48.1 — — — — — — 48.1

Share of result of jointly

controlled entity 29.3 — — — — — — 29.3

Profit before taxation 960.2

Taxation (148.2)

Profit for the period 812.0

* Inter-segment sales are entered into in accordance with the
relevant agreements, if any, governing those transactions
in which the pricing was with reference to prevailing
market price or actual cost incurred, if appropriate.

3.

*
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Property Property Services Securities

development investment provided Hotels investment Healthcare Manufacturing Eliminations Consolidated

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

Six months ended

30 September 2006

Turnover

External 1,208.9 162.9 169.4 130.4 2.7 85.9 52.4 — 1,812.6

Inter-segment* * — 6.0 19.8 0.6 — — — (26.4) —

Total 1,208.9 168.9 189.2 131.0 2.7 85.9 52.4 (26.4) 1,812.6

SEGMENT RESULTS 643.4 135.7 11.9 13.8 42.2 0.9 1.8 849.7

Interest income 20.1

Unallocated corporate

expenses (16.9)

Profit from operations 852.9

Finance costs (103.8)

Share of results of

associates 17.0 — — — — (0.9) (1.9) 14.2

Profit before taxation 763.3

Taxation (137.8)

Profit for the period 625.5

* Inter-segment sales are entered into in accordance with the
relevant agreements, if any, governing those transactions
in which the pricing was with reference to prevailing
market price or actual cost incurred, if appropriate.

*
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

4. FINANCE COSTS
For the six months

ended 30 September

2007 2006

HK$’M HK$’M

Interest on

Bank loans wholly repayable

within five years 31.8 54.7

Other borrowings wholly repayable

within five years 10.0 10.0

Convertible bonds — liability   

component wholly repayable

within five years 50.0 46.8

Total borrowing costs 91.8 111.5

Less: Amounts capitalised and

included in the cost of

qualifying assets (10.0) (10.0)

81.8 101.5

Bank loans arrangement fees and

bank charges 5.3 2.3

87.1 103.8

4.
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5. PROFIT BEFORE TAXATION
For the six months

ended 30 September

2007 2006

HK$’M HK$’M

Profit before taxation has been arrived

at after charging (crediting):

Release of prepaid lease payments 2.5 2.5

Less: Amounts capitalised and

included in properties

under development (1.5) (1.5)

1.0 1.0

Depreciation

Owned assets 68.6 64.6

Assets under finance leases 3.3 2.3

Changes in fair value of derivative

financial instruments 1.8 2.4

Share of tax of associates (included in

share of results of associates) 2.0 0.7

Bank and other interest income (15.7) (20.1)

Interest income from provision of

financial services (4.2) (6.0)

Gain on disposal of property,

plant and equipment (0.3) (0.2)

Net exchange loss 6.6 8.4

5.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

6. TAXATION
For the six months

ended 30 September

2007 2006

HK$’M HK$’M

The charge comprises:

Hong Kong Profits Tax calculated at
17.5% of the estimated assessable 17.5%
profit for the period 124.0 113.8

Overseas taxation calculated at rates
prevailing in respective jurisdictions 5.4 5.2

129.4 119.0
Deferred tax 18.8 18.8

148.2 137.8

7. DIVIDENDS
For the six months

ended 30 September

2007 2006

HK$’M HK$’M

Final dividend paid for 2007 of  
HK10 cents (final dividend paid for 10
2006 of HK9 cents) per share   9 135.0 121.5

Special dividend paid for 2007 of  
HK10 cents (special dividend paid 10
for 2006 of nil) per share   135.0 —

270.0 121.5

Declared interim dividend of   6
HK6 cents (six months ended
30 September 2006 of HK4 cents)
per share   4 81.0 54.0

6.

7.
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8. EARNINGS PER SHARE
The calculation of the basic and diluted earnings per share
attributable to the ordinary equity holders of the Company
is based on the following data:

For the six months
ended 30 September

2007 2006

HK$’M HK$’M

Earnings
Earnings for the purpose of calculating

basic earnings per share 524.3 362.5
Effect of dilutive potential ordinary

shares:
Interest on convertible bonds 50.0 46.8

Earnings for the purpose of calculating
diluted earnings per share 574.3 409.3

For the six months
ended 30 September

2007 2006

Number of shares
Weighted average number of ordinary

shares for the purpose of calculating
basic earnings per share 1,350,274,367 1,350,274,367

Effect of dilutive potential ordinary
shares relating to convertible bonds 223,192,120 219,858,267

Weighted average number of ordinary
shares for the purpose of calculating
diluted earnings per share 1,573,466,487 1,570,132,634

8.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

9.

71.8

209.2

N & A Appraisal Company

Limited

89.5

28.6

10.

9. INVESTMENT PROPERTIES
During the six months ended 30 September 2007, the

Group spent approximately HK$71.8 million (six months

ended 30 September 2006: HK$209.2 million) on the

acquisition of investment properties.

The professional valuations of the investment properties

at 30 September 2007 were carried out by DTZ Debenham

Tie Leung Limited and N & A Appraisal Company Limited,

independent firms of qualified professional valuers not

connected with the Group who have appropriate

qualifications and recent experiences in the valuation of

similar properties in the relevant locations. The valuation,

which conforms with The International Valuation Standards,

was arrived at by reference to market evidence of

transaction prices for similar properties and by reference

to net rental income allowing for reversionary income

potential.

The net increase gave rise to a fair value gain of

approximately HK$89.5 million (six months ended 30

September 2006: HK$28.6 million) and has been credited

to the income statement for the period.

10. PROPERTY, PLANT AND EQUIPMENT
Details of movement of property, plant and equipment are

set out below:

2007 2006

HK$’M HK$’M

Net carrying value:

At 1 April 2,248.5 2,087.8

Currency realignment 21.8 32.1

Additions 80.3 62.4

Disposals (3.8) —

On acquisition of subsidiaries — 4.1

Depreciation (71.9) (66.9)

At 30 September 2,274.9 2,119.5
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11.

50%

1,588.9

1,032.7

556.2

11. INTEREST IN JOINTLY CONTROLLED ENTITY
The amount represents the Group’s 50% interest in

Dazhongli Properties Limited (“Dazhongli”), a company

incorporated in the British Virgin Islands. Dazhongli and its

subsidiaries (“Dazhongli Group”) are engaged in the

development of certain properties in Jingan District,

Shanghai, the PRC.

Included in interest in jointly controlled entity are advances

to the jointly controlled entity of HK$1,588.9 million as at

30 September 2007 (31 March 2007: HK$1,032.7 million),

all of which are unsecured, non-interest bearing and have

no fixed terms of repayments.

The Group has no intention to exercise its right to demand

repayment of its advances to Dazhongli Group within the

next twelve months of the balance sheet date and

accordingly, the amounts are classified as non-current

assets. The directors consider that the carrying amount of

these advances approximate its fair value.

During the period, further advances of HK$556.2 million

were made by the Group to the jointly controlled entity to

finance its share of development expenditure.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

30.9.2007 31.3.2007

HK$’M HK$’M

Held-to-maturity investments

Unlisted debt securities (note a) a 15.6 15.6

Available-for-sale financial assets

Equity securities

Listed (note b) b 229.1 5.6

Unlisted (note c) c 11.6 11.4

Debt securities

Unlisted (note d) d 7.7 —

248.4 17.0

Financial assets at fair value through

profit or loss

Equity securities and managed

investment funds:

Listed equity securities (note b) b 81.3 159.1

Unlisted managed investment

funds (note e) e 1,600.3 1,289.3

1,681.6 1,448.4

Debt securities and managed

bond portfolios:

Listed debt securities (note b) b 1.3 16.8

Unlisted managed bond

portfolios (note f) f 223.8 169.1

225.1 185.9

Total financial assets at fair value

through profit or loss 1,906.7 1,634.3

2,170.7 1,666.9

12. INVESTMENTS IN DEBT AND EQUITY

SECURITIES

12.
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Notes:

(a) Held-to-maturity debt securities are measured at amortised
cost less any impairment losses. They will mature in 2018
and the interest rate is 7% (31 March 2007: 7%) per annum.
The directors consider the carrying amount of the held-to-
maturity debt securities approximate their corresponding
fair values.

(b) The fair values of all listed securities are determined by the
quoted market bid price available on the relevant
exchanges.

(c) At 30 September 2007, unlisted equity securit ies
amounting to HK$11.6 million (31 March 2007: HK$11.4
million) are measured at fair value which is estimated by
adjusted applicable earnings multiple as there is no active
market information available.

(d) The unlisted debt securities classified as available-for-sale
financial assets are stated at fair value provided by an
independent financial institution at 30 September 2007.

(e) Fair values of the unlisted management investment funds
are determined based on the valuation provided by the
fund managers.

(f ) Fair values of the managed bond portfolio are provided by
the fund managers.

(a)

7
7

(b)

(c)

11.6
11.4

(d)

(e)

(f)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

30.9.2007 31.3.2007

HK$’M HK$’M

Analysis for reporting purposes:

Current 1,906.7 1,634.3

Non-current 264.0 32.6

2,170.7 1,666.9

Market value of listed securities

Listed in Hong Kong 223.4 8.0

Listed overseas 88.3 173.5

311.7 181.5

Financial assets at fair value through

profit or loss:

Managed investment funds (note i) i 1,680.8 1,440.1

Managed bond portfolios (note ii) ii 171.1 143.6

Securities issued by banks and other

financial institutions 52.1 44.4

Securities issued by corporate entities 2.7 6.2

1,906.7 1,634.3

The maturity of the debt securities

and managed bond portfolios falls into:

Within one year 1.9 —

Over one year but less than five years 7.7 —

Over five years 15.6 15.6

Unspecified 223.2 185.9

248.4 201.5

Notes:

(i) The managed investment funds represent units of unlisted
investment vehicles, managed by professional investment
managers, the underlying investments of which comprises
mainly investments in equity securities.

(ii) The managed bond portfolios are managed by professional
investment managers and these portfolios mainly comprise
securities issued by central banks, banks and other financial
institutions and corporate entities.

(i)

(ii)
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13. OTHER ASSETS
At 30 September 2007, included in the other assets are long

term deposits placed with banks with an aggregate amount

of HK$70.2 million which will mature between 2013 to 2015

(31 March 2007: HK$78.0 million which will mature between

2013 to 2015).

14. 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, sales terms vary for each

property project and are determined with reference to the

prevailing market conditions. Sales of properties are

normally completed upon the execution of legally binding,

unconditional and irrecoverable contracts and the sale

prices are usually fully paid when the properties are

assigned to the purchasers. Property rentals are receivable

in advance. Payments for healthcare, club and hotel services

are receivable on demand. The general credit terms allowed

for customers of manufactured goods range from 30 to 90

days.

The following is an aged analysis of trade receivables at

the balance sheet date:

30.9.2007 31.3.2007

HK$’M HK$’M

Not yet due 1,294.5 145.6

Overdue:

0-60 days 0 60 71.0 61.0

61-90 days 61 90 8.6 9.9

Over 90 days 90 8.7 11.3

1,382.8 227.8

13.

70.2

78.0

14.

30 90
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

15. TR ADE PAYABLES, PROVISION AND

ACCRUED CHARGES
At 30 September 2007, included in trade payables, provision

and accrued charges are trade payables of HK$103.3 million

(31 March 2007: HK$100.2 million), an aged analysis of

which is as follows:

30.9.2007 31.3.2007

HK$’M HK$’M

Not yet due 51.3 49.3

Overdue:

0-60 days 0 60 39.3 37.3

61-90 days 61 90 3.6 7.2

Over 90 days 90 9.1 6.4

103.3 100.2

15.

103.3

100.2
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16. BANK LOANS AND OTHER LIABILITIES
(A) BANK LOANS

30.9.2007 31.3.2007

HK$’M HK$’M

Bank loans 2,158.2 1,273.4

Less: Amounts due within one

year included under current 

liabilities (402.6) (352.9)

Amounts due after one year 1,755.6 920.5

Bank loans are repayable:

On demand or within one year 402.6 352.9

Between one to two years 246.0 174.9

Between two to five years 1,509.6 745.6

2,158.2 1,273.4

Secured 166.8 173.7

Unsecured 1,991.4 1,099.7

2,158.2 1,273.4

At 30 September 2007, the Group’s bank borrowings

for HK$90.9 million (31 March 2007: HK$99.1 million)

carry fixed interest at 5.9% to 6.8% (31 March 2007:

5.1% to 12.0%) per annum. In addition, the Group has

variable-rate borrowings carry interest at an average

approximately 0.40% (31 March 2007: 0.46%) plus

HIBOR or other relevant interbank offer rates.

During the period, the Group raised a net amount of

bank loans of HK$854.5 million (six months ended 30

September 2006: a net drawdown of HK$184.2

million).

16.
(A)

90.9

99.1

5.9

6.8

5.1 12.0

0.40

0.46

854.5

184.2
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

(B) OTHER LIABILITIES

Other liabilities mainly represent advances from

minority shareholders and club debentures.

17. CONVERTIBLE BONDS
In April 2005, the Company issued zero coupon Convertible

Bonds (the “Bonds”) with a maturity date on 26 April 2010

in principal amount of HK$1,410.0 million.

The Bonds are convertible on or after 6 June 2005 up to

and including 27 March 2010 into fully paid ordinary shares

with a par value of HK$0.25 each of the Company at the

initial conversion price of HK$6.50 per share (which was

adjusted to HK$6.20 per share), subject to adjustment.

Unless previously redeemed, converted or purchased and

cancelled, the Bonds will be redeemed at 128.948 per cent

of their principal amount at maturity.

The holder may redeem the Bonds on 26 April 2008 and

the Company may redeem the Bonds on or at any time after

26 April 2008 but not less than seven business days prior

to the maturity date of the Bonds at the pre-determined

early redemption amounts as stated in the offering circular

of the Bonds dated 22 April  2005. The economic

characteristics and risks of these early redemption options

are closely related to the host contract.

(B)

17.

1,410.0

0.25

6.50

6.20

128.948%
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The net proceeds received from the issue of the Bonds have

been split between the liability component and the equity

component, representing the fair value of the embedded

option to convert the liability into equity of the Company.

The effective interest rate of the liability component is 6.3%.

The movement of the liabilities component of the bonds

for the year/period is as follows:

HK$’M

Nominal value of the Bonds issued 1,410.0

Equity component (75.1)

1,334.9

Less: Transaction costs (29.3)

Liability component at the date of issue 1,305.6

Liability component at 31 March 2006 1,388.7

Imputed interest expense and

transaction costs for the year 95.1

Liability component at 31 March 2007 1,483.8

Imputed interest expense and

transaction costs for the period 50.0

Liability component at  30 September 2007 1,533.8

The directors estimate the fair value of the liability

component of the Bonds at 30 September 2007 to be

approximately HK$1,589.4 million (31 March 2007:

HK$1,554.9 million). The fair value has been calculated by

discounting the future cash flows at the Group’s market

borrowing rate.

6.3

/

1,589.4

1,554.9
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

18. CONTINGENT LIABILITIES

30.9.2007 31.3.2007

HK$’M HK$’M

Guarantees given, to the extent

of the Group’s proportionate share,

in respect of banking facilities

granted to an investee company 156.7 155.5

In addition to the contingent liabilities set out above, the

Group, together with other joint venture partners of Tung

Chung Station Development Company Limited (“TCSDCL”)

(collectively the “Guarantors”), has executed undertakings

in favour of certain banks in respect of providing finance

to TCSDCL amounting to HK$0.92 billion (31 March 2007:

HK$0.92 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. TCSDCL did not

utilise the bank facilities granted at both balance sheet

dates.

No financial guarantee has been recognised during the six

months ended 30 September 2007 and as at balance sheet

dates as the fair value of the financial guarantee is

insignificant.

18.

Tung Chung Station Development

Company Limited TCSDCL

TCSDCL

9.2

9.2 TCSDCL

TCSDCL
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19. CAPITAL COMMITMENTS

30.9.2007 31.3.2007

HK$’M HK$’M

Capital commitments in respect of

investment properties, property, plant

and equipment and development

projects of the Group and its jointly

controlled entity are as follows:

Contracted but not provided for 564.2 382.5

Authorised but not contracted for 5,476.3 5,159.5

6,040.5 5,542.0

19.



I N T E R I M  R E P O R T  2 0 0 7 / 2 0 0 8

49

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the six months ended 30 September 2007

20. RELATED PARTY TRANSACTIONS
During the period, the Group had significant transactions

with related parties as follows:

(A) Transactions with associates of certain discretionary

trustees of which Dr Cha Chi Ming, the late chairman

of the Company, was the founder of the certain

discretionary trusts.

For the six months

ended 30 September

2007 2006

HK$’M HK$’M

(i) Transactions with Mingly Corporation

and its subsidiaries:

Rental income received by the Group 0.9 1.0

Rental expenses paid by the Group 0.2 0.2

Sales of services 0.1 0.1

(ii) Transactions with Cagen Holdings Limited Cagen Holdings Limited

(“Cagen”) for the management by Cagen Cagen Cagen

of certain funds of the Group:

Manager’s carried interest paid by the Group 5.3 5.7

Incentive carried interest paid by the Group 8.5 —

20.

(A)
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(B) Transactions with associates of the Group

During the period, the Group had significant

transactions with related parties of the Group in

which certain directors of the Company has beneficial

interest as follows:

For the six months

ended 30 September

2007 2006

HK$’M HK$’M

Aggregate transaction value in respect of

the following transactions entered into

by the Group with Hanison Construction

Holdings Limited and its subsidiaries:

— Construction transactions 28.4 25.3

— Renovation transactions 0.1 0.1

Sales of goods 0.2 15.5

Management fee and other operating

service fees received 0.1 0.1

Interest income received 0.9 1.0

Rental income received 0.2 —

Carpark rental paid 0.2 0.1

(C) Compensation of key management personnel

The remuneration of key management personnel

during the period amounted to HK$11.8 million (six

months ended 30 September 2006: HK$11.7 million).

(B)

(C)

11.8

11.7
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INDEPENDENT REVIEW REPORT

TO THE BOARD OF

DIRECTORS OF HKR INTERNATIONAL LIMITED

(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION
We have reviewed the interim financial information set out on

pages 21 to 50 which comprises the condensed consolidated

balance sheet of HKR International Limited as of 30 September

2007 and the related condensed consolidated income statement,

condensed consolidated statement of changes in equity and

condensed consolidated cash flow statement for the six-month

period then ended and certain explanatory notes. The Main

Board Listing Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited require the preparation

of a report on interim financial information to be in compliance

with the relevant provisions thereof and Hong Kong Accounting

Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the

Hong Kong Institute of Certified Public Accountants. The

directors are responsible for the preparation and presentation

of this interim financial information in accordance with HKAS

34. Our responsibility is to express a conclusion on the interim

financial information based on our review, and to report our

conclusion solely to you, as a body, in accordance with our agreed

terms of engagement, and for no other purpose. We do not

assume responsibility towards or accept liability to any other

person for the contents of this report.

21 50

34
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SCOPE OF REVIEW
We conducted our review in accordance with the Hong Kong

Standard on Review Engagements 2410 “Review of Interim

Financial Information Performed by the Independent Auditor of

the Entity” issued by the Hong Kong Institute of Certified Public

Accountants. A review of interim financial information consists

of making enquiries, primarily of persons responsible for financial

and accounting matters, and applying analytical and other

review procedures. A review is substantially less in scope than

an audit conducted in accordance with Hong Kong Standards

on Auditing and consequently does not enable us to obtain

assurance that we would become aware of all significant matters

that might be identified in an audit. Accordingly we do not

express an audit opinion.

CONCLUSION
Based on our review, nothing has come to our attention that

causes us to believe that the interim financial information is not

prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu

Certified Public Accountants

Hong Kong, 6 December 2007

2410

34
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