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450 Fifth Street, N.-W.

The U.S. Securities and Exchange Commission ﬁﬁvﬁ’@»%%@
A

Room 3099 144 W

Office of International Corporate Finance ﬂ T o =

Mail Stop 3 - 7 FINANCIAL g;

Washington D.C. 20549 . P i
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Attn: Mr Elliot Staffin/ Ms Nina Mojiri-Azad St HR

Dear Sirs e

On behalf of Chevalier iTech Holdings Limited, a company incorporated in Bermuda
with limited liability, I am furnishing herewith the Announcement dated 18th
December, 2003 regarding the announcement of interim result for the six months ended
30th September, 2003 and Interim Report of 2003-2004 pursuant to Rule 12g3-2(b)(iii)
under the Securities Exchange Act of 1934.

Kindly acknowledge receipt of the said documents by signing and returning the
duplicate of this letter to us by post or by fax at (852) 27575669.

Should you have any queries, please feel free to contact our Mr Albert Mui at (852)
23315669 or Ms Nancy Chan at (852) 23315662.

Yours faithfully
For and on behalf of
CHEVALIER iTECH HOLDINGS LIMITED

= &Q/U /% O/L
Albert CL Mui
Assistant Company Secretary
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CHEVALIER iTECH HOLDINGS LIMITED

CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 30th September, 2003

Turnover
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses
Other net operating expenses

Profit (loss) from operations
Finance costs
Share of results of associates

Gain on discontinued operations

Profit (loss) before taxation
Taxation

Net profit (loss) for the period
Interim dividend

Earnings (loss) per share
Basic

Diluted

* Interim dividend per share

Notes

2

Unaudited
Six months ended
30th September,

2003
HK$°000

341,747
(312,851)

28,896

5,852 -

(24,244)
(2,062)
392

8,834
(7)
(235)

577

4.90 cents

N/A

2 cents

(Restated)
2002
HK$’000

351,317
(302,542)

48,775
4,546

- (55,345)
(2,998)
1,518

(3,504)
(30)
1,862

(1,672)
(3,424)

(5,096)

|

(2.97) cents

N/A
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CHEVALIER iTECH HOLDINGS LIMITED

CONDENSED CONSOLIDATED BALANCE SHEET

As at 30th September, 2003

Non-current assets
Investment properties
Property, plant and equipment
Interests in associates
Investments in securities
Deferred tax assets

Current assets
Inventories
Properties for sale, at cost
Debtors, deposits and prepayments
Amount due from customers for contract work
Tax recoverable
Investments in securities
Bank balances and cash equivalents

Current liabilities
Creditors, deposits and accruals
Amount due to ultimate holding company
Amounts due to customers for contract work
Bills payable
Deferred service income
Provision for taxation
Unsecured bank overdrafts

Net current assets

Total assets less current liabilities

Non current liabilities
Deferred tax liabilities

Minority interests

NET ASSETS

Capital and reserves
Share capital
Reserves

SHAREHOLDERS’ EQUITY

‘

Notes

Unaudited

30th September,
2003

HK$’000

5,160
7 27,796
2,412

2,927
38,295

62,583

1,135

8 98,110
1,448

183

101,251

177,108

441,818

9 77,444
2,318

7,754

347

17,957

590

106,410
335,408
373,703

739
170

372,794

10 85,678
287,116

372,794

(Restated)
Audited
31st March,
2003
HK3$’000

5,160
26,255
9,618
17,800

2,703

61,536

56,946
1,135
111,864
1,244

472

86,058
149,033

406,752

66,384
6,290
4,530
2,086

19,525
2,277

73

101,165
305,587
367,123

445
186

366,492
85,678
280,814

366,492
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For the six months ended 30th September, 2003

At 1st April, 2003
as previously reported
Adjustment on adoption
of SSAP 12 (revised)

At st April, 2003
as restated

Exchange difference on
translation of financial
statements of overseas
subsidiaries

Net profit for the period

Dividends

At 30th September, 2003

At 1st April, 2002
as previously reported
Adjustment on adoption
of SSAP 12 (revised)

At st April, 2002
as restated

Exchange difference on
translation of financial
statements of overseas
subsidiaries

Net loss for the peried

At 30th September, 2002

CHEVALIER iTECH HOLDINGS LIMITED

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Properties
Capital for ownuse  Exchange
Share Share Capital redemption revaluation fluctuation  Dividend  Retained
capital  premium reserve reserve reserve reserve reserve profits Total
HK$'000  HK$000  HK$000  HK$°000  HK$°000  HK$'000  HK$000  HK$'000  HK$000
85,678 223,434 18,231 14 1,526 2,358 - 32993 364,234
- — - - - - - 2,258 2,258
85,678 223434 18,231 14 1,526 2,358 - 35,251 366,492
- - - - - (2,099) - - (2,099)
- — - - - - - 8,401 8,401
— - - - - - 3427 (3427 -
85,678 223434 18,231 14 1,526 259 3427 40,225 372,194
Properties
Capital forownuse  Exchange
Share Share Capital redemption  revaluation  fluctuation  Dividend Retained
capital premium reserve reserve reserve reserve Teserve profits Total
HK$000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HK$'000
85,678 223434 18,231 14 1,134 587 - 55,790 384,868
— - — — — - - 2,395 2,395
85,678 223434 18,231 14 1,134 587 - 58,185 387,263
— - - - - (2,448) - - (2,448)
- — — — - — - (5,096) (5,096)
85,678 203434 18,231 14 1,134 (1,861) — 53,089 379,119
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CHEVALIER iTECH HOLDINGS LIMITED

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the six months ended 30th September, 2003

Net cash inflow from operating activities

Net cash inflow from investing activities

Net cash (outflow) inflow from financing activities
Increase in cash and cash equivalents

Cash and cash equivalents at beginning of period
Effect of foreign exchange rate changes

Cash and cash equivalents at end of period

Analysis of the balances of cash and cash equivalents
Bank balances and cash equivalents
Bank overdrafts

Unaudited
Six months ended
30th September,

2003
HK$’000

23,432

7,627

(3,972)

27,087
148,960
1,061

177,108

177,108

177,108

2002
HK$'000

35,653
5,970
4,705

46,328

170,240

55

216,623

216,749
(126)

216,623

P e e —— . 5
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CHEVALIER iTECH HOLDINGS LIMITED

NOTES TO CONDENSED FINANCIAL STATEMENTS
For the six months ended 30th September, 2003

1.

Significant accounting policies
The condensed interim financial statements have been prepared in accordance with Statement of

Standard Accounting Practice (“SSAP”) No. 25 “Interim financial reporting” issued by the Hong Kong
Society of Accountants.

The accounting policies adopted in these condensed interim financial statements have been prepared

on a basis consistent with the principal accounting policies as stated in the audited financial statements
of the Group for the year ended 31st March, 2003, except that the Group has adopted the SSAP 12
(Revised) “Income Taxes” issued by the Hong Kong Society of Accountants, which is effective for
accounting periods commencing on or after 1st January 2003.

The principal effect of the implementation of SSAP 12 (Revised) is in relation to deferred tax. In
previous periods, partial provision was made for deferred tax using the income statement liability
method, i.e. a liability was recognised in respect of timing differences arising, except where those
timing differences were not expected to reverse in the foreseeable future. SSAP 12 (Revised) requires
the adoption of a balance sheet liability method, whereby deferred tax is recognised in respect of all

‘temporary differences between the carrying amounts of assets and liabilities in the financial statements

and the corresponding tax bases used in the computation of taxable profit with limited exceptions. In
the absence of any specific transitional requirements in SSAP 12 (Revised), the new accounting policy
has been applied retrospectively. Comparative amounts for periods ended 30th September 2002 and
31st March 2003 have been restated accordingly. Retained profits at 31st March 2003 have been
increased by HK$2.3 million, which is the cumulative effect on the change in policy on the results
for period prior to 31st March, 2003. The effect of the change is an increased charge to income
statement in the current period of HK$0.07 million (2002 : decrease of HK$0.17 million)

Segment information
Turnover and segment information for the six months ended 30th September, 2003.

(@) By business segments

Continuing operations Discontinued operations
Computer  IT & network Technical ~ Investments Tele-
and solution and tele- and  in securities General communication
business communication  maintenance and  merchandise  services and
machines systems services others trading retailing Total

HK$600 HK000 HK$000 HK$'000 HK$000 HK$600 HK$°060
Six months ended

30th September, 2003

TURNOVER

Total sales 200,243 68,298 2,431 78,261 ' 11 906 370,150

Inter-segment sales 21872 (3,665) (2,835 - {1) 30) (28,403)

External sales 178,371 64,633 19,596 © 78,261 1 876 341,747
. RESULT .

Segment result 4,144 {1,788) 1,143 1,709 — - 5,208
. . ] L] | L L] R

Interest income 3,836

Unallocated corporate:

Expenses . (210)
Profit from operalidns o 8,834
Finance costs ) N
Share of result of an associate (235) - - — - — (235)
Gain on discontinued

operations - - - - 86 491 sm
Profit before taxation 9,169
Taxation ' (768)
Net profit for the period 8,401

ER—




CHEVALIER iTECH HOLDINGS LIMITED

NOTES TO CONDENSED FINANCIAL STATEMENTS (Contznued)

2. Segment information (Continued)
(a) By business segments (Continued)

s

A MBS Ty r

Continuing operations

Discontinued operations

IT &
network Tele-
Computer solution ~ Technical ~ Investments communication
and and tele- and  in securities General services
business communication maintenance and  merchandise and
machines systems services others trading retailing Total
HK$°000 HK$'000 HK$'000 HK$000 HK$000 HK$°000 HK$'000
Six months ended
30th September, 2002
TURNQOVER
Total sales 231,177 53,559 33,199 9,246 10,565 49,363 387,709
Inter-segment sales (29,193) (3,009) (3,962) - (193) (35) (36,392)
External sales 202,584 50,550 29,237 9,246 10,372 49,328 351,317
| | | L] ] | L |
RESULT
Segment result 5,064 (1,806) 4,040 (2,987) (3,018) (7,655) (6,362)
.| L] | | L] L]
Interest income 3,157
Unallocated corporate
Expenses {299)
Loss from operations (3,504)
Finance costs (30)
Share of results
of associates 1,862 — — - — - 1,862
- Loss before taxation (1,672) .
Taxation (3,424) |
Net loss for the period (5,096) |
L] i
(b) By geographical segments f
: ' Turnover T
Six months ended 1
30th September, k
2003 2002 ¢
HK$’000 HK$’'000 {
Hong Kong 271,077 264,995 {
The Mainland 7,537 27,785 |
Thailand 59,069 54,452 };
Others 4,064 4,085 §
B
341,747 351,317 ?
— E———
P
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CHEVALIER iTECH HOLDINGS LIMITED

NOTES TO CONDENSED FINANCIAL STATEMENTS (Continued)

3. Profit (loss) from operations
Six months ended
30th September,

2003 2002
HK$’000 HK$’000
Profit (loss) from operations is arrived at after charging

Cost of stock sold 180,811 244,525

Depreciation on property, plant and equipment 2,323 . 3,266
Operating lease payments in -
respect of renting of premises 6,053 16,674 :
Staff costs, including directors’ emoluments 41,934 53,057

4. Taxation

Six months ended
30th September,
(Restated)
2003 2002 3
HK$’000 HK$’000
Current tax 3
Company and subsidiaries :
Hong Kong 665 1,791 :
Overseas 34 1,513 i
Associates
Hong Kong — 291 2
Deferred tax X
Current period 64 (171) H
Attributable to change in tax rate 5 — -

768 3,424

" Provision for Hong Kong profits tax is calculated at the rate of 17.5% (2002: 16%) on the estimated
assessable profits less available tax relief for losses brought forward of each individual company
comprising the Group.

R AR NG

Provision for overseas taxation is calculated based on the rates applicable to the relevant local
legislation on the estimated assessable profits.

e PSR A 28

The change in accounting policy in accordance with SSAP 12 (revised) “Income taxes” has been
applied retrospectively and comparatives have been restated.

TR

S. Interim dividend :
: Six months ended ,
30th September, &

2003 2002
HK$°000 HK$’000
Interim dividend
2003: HK$0.02 per share
on 171,355,871 shares 3,427 —

2
2
B
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CHEVALIER iTECH HOLDINGS LIMITED

NOTES TO CONDENSED FINANCIAL STATEMENTS (Continued)

6.

10.

Earnings (loss) per share

Basic earnings (loss) per share is calculated based on the profit for the period of HK$8,401,000 (2002:
loss of HK$5,096,000) and on the weighted average number of 171,355,871 (2002: 171,355,870)
ordinary shares issued, which have been adjusted for the consolidation of the Company’s ordinary
shares during the period.

No diluted loss per share is presented for the period ended 30th September, 2002 as the exercise of
the Company’s outstanding share options would result in a decrease in net loss per share.

No diluted earnings per share is presented for the period ended 30th September 2003 as the Company’s
outstanding share options have been lapsed in June 2003. ’

Property, plant and equipment
For the six months period ended 30 September, 2003, the Group acquired property, plant and equipment
of HK$3,530,000 and disposed of property, plant and equipment of HK$2,831,000.

Debtors, deposits and prepayments
The ageing analysis of trade debtors is as follows :

As at As at

30th September, 31st March,

2003 2003

HK$’000 HK$’000

0-60 days 65,248 63,469
61-90 days ' 2,352 3,389
Over 90 days 1,187 5,343
Total 68,787 72,201

The Group has established different credit policies for customers in each of its core businesses. The
average credit period granted for trade debtors was 60 days.

Creditors, depoSits and accruals
The ageing analysis of trade creditors is as follows :

As at As at
30th September, ~ 31st March,
2003 - 2003
HK3$’000 HK$°000
0-60 days o N ‘ 28,490 15,289
61-90 days _ _ : 609 969
Over 90 days 3,297 4,795
Total ' ‘ ' _ 132,396 21,053
Share Capital .
Number of
ordinary

shares of
HK$0.5 each

Authorised: 1,200,000,000
Issued and fully paid: . . . 856,779,352
L]

S e ——

i e ST

N Cioid g g terrrpra gt e




CHEVALIER iTECH HOLDINGS LIMITED

NOTES TO CONDENSED FINANCIAL STATEMENTS (Continued)
10. Share Capital (Continued)
There was no change in the authorised and issued share capital during the period under review.

Pursuant to a special resolution passed at a special general meeting of the shareholders of the Company
on 5th June, 2003, every five issued and unissued ordinary shares of HK$0.10 each are consolidated
into one ordinary share of HK$0.50 each.

- 11.  Contingent liabilities

e

s DA N

AN e

At the balance sheet date:
The Company has contingent liabilities in respect of:

(i)  guarantees issued for banking facilities extended to its subsidiaries amounting to HK$3,752,000
(31st March 2003: HK$5,421,000).

(it)  guarantees issued for performance under contracts and rendering of services of certam
subsidiaries amounting to HK$0 (31st March 2003: HK$1,405,000).

12. Operating lease

(a)  The Group as lessee

The Group has total future aggregate minimum lease payments under non-cancellable operating
leases in respect of renting of premises as follows :

As at As at

30th September, 31st March,

2003 2003

HK$’000 HK3$'000

Within one year 4,744 6,287
In the second to fifth year inclusive 1,012 3,231
5,756 9,518

L L |
Leases are negotiated and rentals are fixed for an average term of 2 years.

(b)  The Group as lessor
All the investment properties were leased out for a perlod of 2 years and the leases did not
have any renewal options given to the leasees. The future minimum lease payments receivable
by the Group under non-cancellable operating leases for each of the following periods are :

As at As at

30th September, 31st March,

2003 2003

HK$’000 HK$ 000

Within one year 321 406
In the second to fifth year inclusive 58 —
379 406

13. Comparative figures

Certain comparative figures have been reclassified in order to conform with the presentanon of current
period.

TRITE
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CHEVALIER iTECH HOLDINGS LIMITED

INTERIM DIVIDEND

The Board of Directors has resolved to declare an interim dividend of HK2 cents (2002: Nil)
per share for the six months ended 30th September, 2003 payable on Tuesday, 20th January, 2004
to shareholders whose names appear on the Register of Members of the Company on Friday, 16th
January, 2004.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from Monday, 12th January, 2004 to
Friday, 16th January, 2004, both days inclusive, during which period no transfer of shares will
be effected. In order to qualify for the above interim dividend, all transfers of shares accompanied
by the relevant share certificates must be lodged with the Company’s Branch Share Registrars
in Hong Kong, Standard Registrars Limited of G/F., Bank of East Asia Harbour View Centre, 56
Gloucester Road, Wanchai, Hong Kong for registration not later than 4:00 p.m. on Friday, 9th
January, 2004.

MANAGEMENT DISCUSSION AND ANALYSIS

During the six months ended 30th September, 2003, the performance of the Group improved
substantially despite the impact of the outbreak of the Severe Acute Respiratory Syndrome
(“SARS”). This was mainly due to the close down of the loss making operations in last year and
cost cutting exercise. In general, Hong Kong’s deflationary woes worsened during the period.
Businesses were forced to cut prices as the economy reeled from the economic fallout from SARS.
As a result, turnover decreased and the profit margin squeezed especially in the first half of the
period under review. The confidence, however, recovered in the second half of the period so that
the turnover for the period reached HK$341 million, only 3% lower than that of same period
last year. Profit for the period also improved to HK$8.4 million compared with the loss of HK$5
million in the same period last year.

During the period under review, the Computer and Business Machine Division has recorded a |

drop in the profit by 18% due to intense competition in PC products and the decline of
consumption in both commercial sector and individual customers.

The first Chevalier Shop Digital Gallery in Causeway Bay was operating well. It is a brand new
service concept for pr0v1d1ng an outlet of d1g1ta1 solutrons and IT products to the corporate and
individual customers.

The large-scale contracts of IT & Network Solutions Division for providing various network
services and system integration to New TV City, International Finance Centre — Phase II and
KCRC West Rail were progressed on schedule.

The performance of the Technical and Maintenance Service Division was badly affected by the

fierce competition and the shrinkage in capital expenditure of commercial sector m the first half

of the year. The situation will persist for the foreseeable future.

During the period under review, interest income improved despite the enduring low interest rate.

The company has diversified its investment portfolio into high yield structured notes and corporate i

debentures in order to enhance therr returns

_
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CHEVALIER iTECH HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Prospects

The growth in Hong Kong’s economy depends very much on the export to the US and trade with
the Mainland. Although the growth of the US economy is not convincing during the first half of
2003, recent statistics shows that the pace has become more solid with the GDP growth at 8.2%.
in the third quarter. Such upward momentum of the economy in the US is expected to sustain

till 2004 and this will definitely improve the economic expansion of the economy of Hong Kong
. next year.

TR T L I R R S T R T TR T LR e

Similarly, after riding through years of economic contraction, Hong Kong’s economy began to
emerge from recession in the third quarter of 2003. GDP rose by 4% in the third quarter this
year and the unemployment rate has recently edged to 8%. Confidence has recovered, following
a series of economic measures unveiled by the central government since August to help Hong B
Kong. While continuing to face tough times, we expect Hong Kong’s economy will move back
onto a steady growth path in 2004 and beyond.

However, deflation in Hong Kong will persist next year, though at a much slower pace. Growth
in consumption remains low despite the turnaround in confidence. The Group, therefore, remains
cautious in adjusting its business strategy in order to cope with the market conditions and
continues to adopt stringent cost control measures. The Group believes that the worst 1s over for
Hong Kong’s economy and looks forward to a better performance in the financial year 2003/04. g

CONSOLIDATION OF SHARES
On 5th June, 2003, the shareholders at the special general meeting of the Company have approved

the consolidation of every five existing issued and unissued shares of HK$0.10 each into one :
new share of HK$0.50 each in the share capital of the Company.

FINANCIAL REVIEW
As at 30th September, 2003, the Group’s total net asset amounted to approximately HK$373
million (HK$366 million as at 31st March, 2003).

As at 30th September, 2003, total debt to equity ratio was nil (0.02% as at 31st March, 2003)
and net debt to equity ratio was nil (Nil as at 31st March, 2003), which are expressed as a
percentage of bank and other borrowings, and net borrowings respectively, over the total net assets
of HK$373 million (HK$366 million as at 31st March, 2003).

As at 30th September, 2003, the Group’s bank and-bther borrowings was nil (HK$73,000 as at
1 31st March, 2003) while cash and deposit at bank amounted to HK$177 million (HK$149 million
as at 31st March, 2003) and there are no net borrowings for the two years.

Finance costs for the period amounted to HK$7,000 (HK$30,000 for the same period.last year).

The Company has provided guarantees in respect of loan facilities granted to subsidiary compames
. amounting to HK$3.7 million (HK$5.4 million as at 31st March, 2003).

The Group adopts conservative treasury policies in cash and financial management. To achieve
Q : better risk control and minimise cost of funds, the Group’s treasury activities are centralised.
¢ Cash is generally placed in short-term deposits mostly denominated in Hong Kong or US dollars.
E The Group s liquidity and financing requirements are frequently reviewed. In anticipating new
Q investments or maturity of bank loans. the Group will consider new financing while maintaining
$ an appropriate level of gearing.
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CHEVALIER iTECH HOLDINGS LIMITED

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SECURITIES

As at 30th September, 2003, the interests and short positions of the Directors and the chief
executives of the Company in the shares, underlying shares and debentures of the Company and
its associated corporations, within the meaning of Part XV of the Securities and Futures Ordinance
(“the SFO”), which have been notified to the Company and The Stock Exchange of Hong Kong
Limited (“the Stock Exchange”) pursuant to Divisions 7 and § of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have taken under such
provisions of the SFO), or which were required to be recorded in the register to be kept by the
Company pursuant to section 352 of the SFO or as otherwise required to be notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (“‘the Model Code”) were as follows:

(a) Interests in the Company — Shares

Number of ordinary shares Approximate

Name of Personal Corporate Family percentage
Director interests interests interests Total of interest
(%)

CHOW Yei Ching 6,815,854 86,994,933" — 93,810,787 54.75
FUNG Pak Kwan 2,580,000 — — 2,580,000 1.5
KUOK Hoi Sang 2,400,000 — — 2,400,000 1.4
KAN Ka Hon 451,200 — — 451,200 0.26
Shinichi YONEHARA 600 — — 600 0.00035

* Dr. Chow Yei Ching has notified the Company that under the SFO, he was deemed to be
interested in 86,994,933 shares of the Company which were all held by Chevalier International
Holdings Limited (“CIHL”) as Dr. Chow beneficiary owned 132,512,351 shares in CIHL,
representing approximately 49.32% of shares in CIHL. Dr. Chow was deemed to be interested
in these shares under the SFO and these shares were same as those shares described in
“Substantial Shareholders’ Interests in Securities” below.

(b) Interests in Associated Corporations — Shares

Number of ordinary shares Approximate |

Name of Associated Personal  Corporate Family percentage
Director - corporations interests  interests interests Total  of interest §
| (%) |
CHOW Yei Ching CIHL 132,512,351 — — 132,512,351 49.32 4
Chevalier Construction 61,036,489  89,385,444* - — 150,421,933 6041 £
Holdings Limited £
gs .
(“CCHL") A E
FUNG Pak Kwan CIHL 91,290 — — 91,290 0.03 &
KUOK Hoi Sang CIHL 98,216 — — 98,216 0.04
CCHL 1,326,437 — — 1,326,437 053 ¢
KAN Ka Hon CIHL 29,040 — — 29,040 0.01 &
Shinichi YONEHARA CIHL 1,632 - — 1,632 0.0006 &
CCHL 342 — — BT ¥} 0.0001 &

Ei

* Dr. Chow had notified CCHL that under the SFO, he was deemed to be interested in 89,385,444 3
shares in CCHL, which were all held by CIHL as Dr. Chow beneficially owned 132,512,351 é‘
shares in CIHL, representing approximately 49.32% of shares in CIHL.




CHEVALIER iTECH HOLDINGS LIMITED

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SECURITIES
(Continued) '

Save as disclosed above, so far as 1s known to the Directors and the chief executives of the
Company, no other person has interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part
XV of the SFO) which are required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions

~ which he is taken or deemed to have taken under such provisions of the SFO); or are required,

A AT SRt
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pursuant to section 352 of the SFO, to be recorded in the register referred to therein; or are
required, pursuant to the Model Code, to be notified to the Company and the Stock Exchange.

SHARE OPTION SCHEMES

The Company and CIHL adopted share option schemes on 30th September, 1991 (“the Old CiTL
Scheme and Old CIHL Scheme respectively”). These schemes have been expired on 29th
September, 2001 and no further options may be granted under the Old CiTL Scheme and Old
CIHL Scheme thereafter. Details of the outstanding options as at 30th September, 2003 which

have been granted under the share option schemes of the Company and its associated corporation
were as follows:

(a) Interests in the Company — Share Options
Nomber of share options
Balanceas  Exercised  Cancelled Lapsed ~ Qutstanding

Period during  Exercise at 1st during during during  asat 30th
Name of Date of  which options price per April, the the the  September,
Director grant  are exercisable option 2003 period period period 2003
(HKS)
(note) (note) (note)
CHOW Yei Ching 1721999 30/06/2000— 132 1,400,000 - — 1,400,000 -
29/06/2003
FUNG Pak Kwan 1N21999  30/06/2000— 230 1,310,000 - — 1,310,000 -
‘ 29/06/2003
KUOK Hoi Sang 17121999 30/06/2000— 232 1,000,000 - — 1,000,000 -
29/06/2003
KAN Ka Hon 17n01999  30/06/2000— 232 . 1,000,000 - - — 1,000,000 -
29/06/2003
Lily CHOW 171211999 30/06/2000— 232 1,000,000 - — 1,000,000 -
29/06/2003

As at 30th September, 2003, all the options under the Old CiTL Scheme had been lapsed
on 29th June, 2003.




CHEVALIER iTECH HOLDINGS LIMITED

SHARE OPTION SCHEMES (Continued)
(b) Interests in Associated Corporation — Share Options

Period Number of share options
during Disposed
which  Exercise  Balance Exercised Cancelled Lapsed of Outstanding
options price asat  during  doring during  doring  asat 30th
Name of Associated  Date of are per  1st April, the the the the  September,
Director corporation grant exercisable  option 2003 period  period period  period 2003
(HKS)
[note) (note) (note)
CHOW Yei Ching ~ CIHL 177121999 30/06/2000 — 144 1,690,000 — - — 1,690,000 -
29/06/2003 _
FUNG Pak Kwan CHL 171211999 30/06/2000 — 244 1,070,000 - - — 1,070,000 -
_ 29/06/2003
KUOK Hoi Sang CIHL 1771211999 30/06/2000 — 244 1,070,000 - - — 1,070,000 -
29/06/2003
KAN Ka Hon CIHL 1771211999 30/06/2000 — 244 1,000,000 - - — 1,000,000 -
29/06/2003

As at 30th September, 2003, the Directors disposed of their entire interests in the options
granted to thém under the Old CIHL Scheme.

Note: The exercise price per option and the numbers of share options of the Company and CIHL subject
to the Old CiTL Scheme and the Old CIHL Scheme respectively have been adjusted for the five
into one share consolidation which became effective on 6th June, 2003.

A share option scheme of the Company (“the CiTL Scheme”) was approved by the!
shareholders of CIHL and shareholders of the Company at their respective 2002 Annual¢
General Meetings held on 20th September, 2002. Another share option scheme of CIHL (“the;
CIHL Scheme”) was also approved by the shareholders of CIHL at the 2002 Annual General }
Meeting of CIHL held on 20th September, 2002. The CiTL Scheme and the CIHL Schemef:
fully comply with Chapter 17 of the Rules Governing the Listing of Securities on the Stock}:
Exchange (“the Listing Rules”). As at 30th September, 2003, no share option was granted,i
exercised, cancelled or lapsed under the CiTL Scheme and the CIHL Scheme. '
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CHEVALIER iTECH HOLDINGS LIMITED

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SECURITIES

As at 30th September, 2003, so far as is known to the Directors and the chief executives of the
Company, the interests and short positions of the persons or corporations in the shares or
underlying shares of the Company which have been disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO and as recorded in the register required

to be kept by the Company under section 336 of the SFO were as follows:

Approximate
percentage
Number of of issued
Substantial Shareholder shares held share capital
(%)
CHOW Yei Ching 93,810,787 54.75
(Notes I and 3) ‘
MIYAKAWA Michiko 93,810,787 54.75
(Notes 2 and 3)
CIHL ' : 86,994,933 -50.77
(Note 3)
Chevalier (HK) Limited 13,471,200 7.86
(“CHK™) (Note 3)
Firstland Company Limited
(“Firstland™) (Note 3) 13,471,200 7.86
Notes:
L These shares were held by Dr. Chow as (i) personal interests of 6,815,854, (ii) corporate interests of

86,994,933 in which Dr. Chow was deemed to be interested in (ii) under the SFO.

2. These shares were held by Dr. Chow. Ms. Miyakawa Michiko, the spouse of Dr. Chow, is deemed to

be interested under Part XV of the SFO.

3. These shares of 13,471,200 were held by Firstland, a company incorporated in Hong Kong and a
wholly-owned subsidiary of CHK. CHK is a company incorporated in Hong Kong and a wholly-owned
subsidiary of CIHL. CIHL is a company incorporated in Bermuda. CHK, CIHL, Dr. Chow and his
spouse were deemed to be interested in 13,471,200 shares under Part XV of the SFO.

Save as disclosed above, as at 30th September, 2003, so far as is known to the Directors and the

. chief executives of the Company, no other person has interests or short positions in the shares,

underlying shares or debentures of the Company or any of its associated corporations which were
required to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO and as recorded in the register required to be kept by the Company under section
336 of the SFO, or, were, directly or indirectly, interested in 5% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at general meetings of

the Company.
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CHEVALIER iTECH HOLDINGS LIMITED

ARRANGEMENT FOR ACQUISITION OF SHARES OR DEBENTURES ,

Except for the share option scheme adopted by the Company, at no time during the period was
the Company or its holding company or any of its subsidiaries or fellow subsidiaries a party to
any arrangement to enable the Directors of the Company to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any other body corporate.

EMPLOYEES AND REMUNERATION POLICIES

As at 30th September, 2003, the Group employed approximately 600 full time staff globally. Total
staff costs amounted to approximately HK$42 million for the period under review. The
remuneration policies are reviewed periodically on the basis of the nature of job, market trend,
company performance and individual performance. Other staff benefits include bonuses awarded
on a discretionary basis, medical schemes, retirement schemes and employees’ share option
scheme.

AUDIT COMMITTEE :

The Audit Committee, which was established pursuant to the requirements of the Listing Rules,
comprising Messrs Shinicht YONEHARA and WU King Cheong, both the Independent Non-
Executive Directors of the Company, met twice in the year. During the period, the Audit
Committee has reviewed with the Management the accounting principles and practices adopted
by the Group and discussed auditing, internal controls and financial reporting matters including
the review of unaudited interim financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
There was no purchase, sale or redemption of listed securities of the Company by the Company
or any of its subsidiaries-during the six months ended 30th September, 2003.

CODE OF BEST PRACTICE

In the opinion of the Directors, the Company has complied with the guidelines for the Code of
Best Practice as set out in Appendix 14 of the Listing Rules throughout the period from 1st April,
2003 to 30th September, 2003.

APPRECIATION

2003 has been a difficult year for Hong Kong, during which the Group has been confronted with
many challenges in both economic and social aspects. On behalf of the Board, I would like to
take this opportunity to truly thank all staff for their concerted effort which enabled the Group
to move through these rough and difficult times smoothly.

By Order of the Board
CHOW Yei Ching

Chairman
Hong Kong, 18th December, 2003

website: http://www.chevalier-itech.com
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NOTICES

The Standard Friday, December 19, 2003

Six months ended
30th September,
(Restated)
2003 200
Notes HKS$'000 HK$ 000
Turnover 2 341,747 351,317
Cost of sales (312,881) {302,542)
Gross profit 28,696 48,775
Other operating income 5,852 4,546
Distribution costs (24,244) (55,345)
Admlnisteative expenses (2,062) (2,998)
Other net operating expenses 392 1,518
Profit (loss) from operations 3 8,834 (3,504)
Finance costs M (30)
Share of results of associstes (239) 1,862
. Gsin on discontinued operations 577 —
Profit (loss) before taxation 9,169 (1,672)
Taxation, . ‘ {768) (3.424)
Net profit (loas) for the pcrio& B 401 (5.096)
Interim dividend ~ s 3427 —
Barnings (loss) per share . : é
Basic 490 cents {2.97) cents
Dituted N/A N/A
e— m——
Interim dividend per share - 2 cents -

CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30th September, 2003

Unaudited

NOTES TO CONDENSED FINANCIAL STATEMENTS
For the six months ended 30ih September, 2003

1. Significant sccountiog policies N
The condensed Interim financial statements have been prepsred in accordance
with Sintement of Standard Accounting Practice ("SSAP™) No. 25 “laterim
financia) reporting™ iuucd by the Hong Kong Society of Accountants,

The wcounlln; policles adup(cd In these condensed Interim financial stalements
bave on & basis consistent with the principsl sccounting policies
" llllcd in the sudited financial statements of the Group for the year ended
3330 March, 2003, except that the Group has adopicd the SSAP 12 (Revised)
“lacome Tazes” issucd by the Hong Kong Society of Accountints, which is
effective for sccounting periods commencing on or sfter st Januscy 2000,

The principal effect of the ) of SSAP 12 (R Y13 n relation

. to deferred In previous periods, pantis! provision was made for deferred
tax using the income statement Hability method, i.e. o liability was recognised
ip respect of timing differences arising, oxcept where those timing differences
were not expected (o raverse in the foresceable future, SSAP 12 (Revised)
tequires the adoption of a balancs sheat liability method, whereby deferred tax
is recognised in respect of o)) temporery differences between the carrying
amounis of msscts and lisbilities in the financisl statements and the
comesponding tag bases used in the compulation of taxable profil with limited
exceptions, In the absence of any specific transiticns| requirements in SSAP
12 (Revised), the new accounting policy has been applied retrospectively.
Comparative smounts for periods ended J0th September 2002 and 315t March
2003 have been restated accordingly. Retained profits at st March 2003 have
been increased by HK32.) miilion, which s the cumulative effect on the change
in policy on the resulis for perind prior to 31st March, 2003, The eflect of the
change is an increased churge o income aatement in the cusrent period of
HX$0.07 milllon (2002 : decrease of HK$0.17 million)

2. Segment Information

Tun;aver and segmeat information for the six months ended 30th Seplember, ’
2003,
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(b) By geographico! segments

Turnover
Six montha ended
30th September,
100. 2

HK$'000 HK$'000

Hong Kong 271,077 264,995
The Mainiand 7,837 27,788
Trailand 59,069 34,452
Others 4,064 4,085
=

3 Profit {loss) from operations
Six months ended
30th September,

2003 2002
HKS$ 000" HKS$'000
Profil (loss) from operations is B
arrived at after charging -
Cast of stock sold 180,311 244,528
Depreciation on property,
plant and equipment 30 3,266
Opersting lease payments in
respect of renting of premises 6,083 16,674
Staff costs, including .
directors® emoluments 41934 33:087
4 Taxation
. §ix months ended
30th September,
- (Reumed)
-t 2003 .~ - 2603 -
HKS$ 000 HKI 000
Current lax
Company and subsidisries
Hong Kong 685 1,791
Overseas | M 151
Associates
* Hong Kong - 29t
Deferred tax )
Current period 1] any
Atuibutable to change Jn tax rate § -
18 A

Provision for Hong Kong profits tax is calculated at the rate of 17.5% (2002:
16%) on the estimated assessable profits less available tax relief for Josses
brought forwerd of each individual company comprising the Group,
Provision for overseas axation is calculated based on the rates applicable 1o
the relevant focal legislation on the eslimated assessable profits,
The change in accounting policy in accordance with SSAP 12 (revised) “Income
taxes” has been applied restrospectively and comparatives have been restated,
5. [nterim dividend
Six months ended
30th September,

2003 2002
HKS000 | HKS'000
Tnterim dividend
2003: HK80.02 per thare .
on 171,355,871 shares 3,421 —

6. Esrnings (loss) per share )

Basic carnings (Ioss) per share is calculsted based on the profit for the period
of HK$8,401,000 (2002: loss of HK$5,096,000) and on the weighted average
number of 171,355,871 (2002: 171,355,870) ordinary shares issued, which have
been Idjllﬂed for the consolidation of the Company's ordinary shares during
the period.

No diluted loss per share 1s presented for the period ended 30th Scptember,
2002 a1 the exercise of the Company’s outstanding share opticns would result
in a decrease in net loss per share,

No diluted earnings per share {s presented for the perjod ended 30th September

%00) a3 the Company's outstanding share oplions have been lapaed in June
003, .

7. Comparative figures
Certain comparalive figures bave been reclassified in order to conform wnh
the presentation of current period.

INTERIM DIVIDEND

The Board of Directors has resolved to declare an interim dividend of HK2

cents (2002: Nil) per share for the six months ended 30th September, 2003 .
. payable on Tuesday, 20th January, 2004 1o sharchoiders whose names appear

on the Register of Members of the Company on Friday, |64h hnmry, 2004,
CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from Mondsy, 12th
Janvary, 2004 to Friday, {61h January, 2004, both dsys inclusive, during which
period no transfer of shares will be effected. In order to qualify for the above
tnterim dividend, all transfers of shares accompanied by the relovant share
certificates must be lodged with the Company's Branch Shere Registrars in
Hong Kong, Standard Repistrars Limited of G/F., Bank of Enst Asia Harbour
View Centre, 56 Gloucester Road, Wanchal, Hong Kong for registration not
1ater than 4:00 p.in. on Priday, 9th January, 2004,

CHEVALIE_R iTECH HOLDINGS LIMITED

FOR THE SIX MONTHS ENDED 30TH SEPTEMBER, 2003

MANAGEMENT DISCUSSION AND ANALYSIS

During the six months ended 30th Sepmnber. 2002, the performum of the
Group improved substantially despite the impact of the outbreak of the Severs
Acute Respiratory Syndrome ("SARS™). This was mainly due to the close down
of the foss making operations in last year and cost cutting exercise. In general,
Hong Kong's deflationsry woes worsened during the period. Businesses were
forced 10 cut prices as the economy reeled from the economic fallout from
SARS. As a result, turnover decreased and the profil margin squeezed eapecially
in the first hall of the period under review. The coafidence, however, recovered
in the second half of the period 5o that the twrnover for the period reached
HK$341 million, only 3% lower (han that of same period last year. Profit for
the period also improved to HK$8.4 million compared with lhe loss of HK$S
million in the same period tast year,

During the period under review, the Computer and Businest Mnchine Division
has recorded a drop in the profit by w% due to inlense competition in PC
products and the decline of p in both isl sector and
individual customers.

The first Chevalier Shop Digital Gallery in Causeway Bay was operating well.

"It is a brand new service concept for providing an outlet of digital solutions

and IT products to the corporate 30 individua! customers,

The large-scale conteacts of IT & Network Solutions Division for providing
various network services and sysiem integratlon to New TV Clty, International
Finance Centre = Phase I1 and KCRC West Rail were progressed on schedule.
The perf. of the Technical and Mat Service Division was badiy
lfrecled by the fierce competition and the shrinkage in capital expenditure of
“commercial sector in the first half of the year. The situstion will persist for the
foreseeable future.

During the period under review, Interest income Improved despite the enduring
low interest rate. The company has diversified its lovestment portfolio Into
high yield ¢ notes and corporate ‘deb in arder (o enhancs their

. returns,

Prospects o
The growth in Hong Kong's economy depends very much on the export to the
US and trade with the Mainfand. Although the growth of the US economy is
not convincing during the first hall of 2003, recent statistics shows that the
pace has become more s0lid with the GDP growth st 8,2% in the third quarter.

. Such upward momentum of the economy in the US is expected to sustain till |

of the economy

2004 and this will d
of Hong Kong next year.

Similarly, after riding through years or economic’ conmclion. Hong Kong's
economy began to emerge from recession in the third quarter of 2003, GDP
rose by 4% in the third quarter this year s and the unemployment rate hu recently
edged to 8%. Confid: has llowing a series of

unveiled by the central ;ovemmenx since Auguu 10 help Hong Kong. While
continuing to face tough times, we expect Hong Kong's economy will move
back onto a steady growth path in 2004 and beyond.

However, deflation in Hong Kong will persist next year, though at a much
slower pace. Growth in consumption remains low despite the turnaround in
confidence. The Group, therefore, remains cautious i adjusting its business
strategy in order to cope with the market conditions and continues (o adopt
stringent cost control measures. The Group belioves that the worst 1 over for
Hong Kong's economy and Jooka forward to a better performance in the financial
year 2003/04,

1 improve the

. CONSOLIDATION OF SHARES

On 5th June, 2003, the shareholders at the :pcculicneul meeting of the
Company have approved the consolidation of every five existing issued and
unissued shares of HK$0.10 each tnto one new share of HK$0.50 each in the
share capital of the Company,

FINANCIAL REVIEW .

As at 30th September, 2003, the Croup's total net asset nmoumed to
approximately HK$373 million (HK$366 million as at 31st March, 2003, The
Group's bank and other borrowings was ail (HKS$73,000 as st 35t March,
2003) while cash and deposit at bank amounted to HK$177 million (HKS149
million as 8t 3(st March, 2003).

EMPLOYERS AND REMUNERATION POLICIES

As at 30th September, 2003, the Group emptoyed approximately 600 full time
staff globally. Tota! staff costs smounted to approximately HK$42 miliion for
the period under review. The remuneration policies are reviewed periodically
on the basis of the nature of job, market trend, company performance and
individunl performance. Other stafl benefita include bonuses awarded on a
discretionaty basis, medical schemes, reti schemes and employ share
option scheme.

AUDIT COMMITTEE

The Audit Committee; which was established pursuant 1o’ \hc requirements of.
the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limiled (“the Stock Bxchange™) (“the Listing Rules™), compriaing Messrs
Shinichi YONEHARA and WU King Cheong, both the Independent Non-
Exccutive Directors of the Company, met twice in the year. During the period,
the Audit Committee has reviewed with the Management the sccounting
principles and practices adopted by the Group and discussed suditing, internal
controls and financial reporting matters jncluding the review of unaudited interim
financisl stalements. .
PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

There was no purchase, sale or redemption of lisied securities of the Company
by the Company or any of its subsidiaries during the six moaths ended 30th
September, 2003,
CODE OF BEST PRACTICE
In the opinion of ihe Direciors, the Company hes complied with the guidelines
for the Code of Best Practice as set oul in Appendiz 14 of the Listing Rules
throughout the period from kst April, 2003 to 30th September, 2003,
PUBLICATION OF FURTHER INFORMATION ON THE STOCK
EXCHANGE'S WEBSITE ] )
All the financial and other related information of the Company required by
paragraphs 46(1) to 46(6) of Appendix 16 of the Listing Rules will be published
.on the Stock Bxchange's website at hup:/www.hkex.com.hk in due course,
APPRECIATION
-2003 hn been 3 difficult year for Hong Kong. during which the Group has
with maoy challenges in both and social aspects. On
bchalf of the de I would like to take (his opportunity to truly thank all stafl
for their concerted effort which enabled the Group 1o move through these rough
and difficolt times smoothly.

By Onder of the Board
CHOW Ye) Ching
Chairman
Hong Kong, 18th December, 2003
website: hitp:/fwww.chevalier-itech.com




