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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents

of this announcement, makes no representation as to its accuracy or completeness -

and expressly disclaims any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this announcement.

K. WAH CONSTRUCTION MATERIALS LIMITED

(Incorporated in Hong Kong with limited liabifity)

INTERIM SCRIP DIVIDEND WITH CASH OPTION
FOR THE SIX MONTHS ENDED 30TH JUNE 2003

calculating the number of neéw shares to be allotted to the shareholders of the
Company as the interim scrip dividend for the six months ended 30th June 2003
is HK$0.5662.

Further to the circular to shareholders of K. Wah Construction Materials Limited

(the “Company”) dated 10th October 2003 describing arrangements for the payment
of the interim scrip dividend of HK$0.01 per ordinary share of HK$0.10 each of the
Company (the “Share”), the Company announces that for the purpose of calculating
the number of Shares to be allotted by way of scrip dividend, the discounted -market
value of a Share is HK$0.5662.

The discounted market value is HK$0.5662, being the average of the closing prices
of one Share on The Stock Exchange of Hong Kong Limited for the 5 trading days
from 13th October 2003 to 17th October 2003, both days inclusive, which was
HK$0.598, less five per cent discount, rounding down such figure to four decimai
places as stated in the circular of the Company dated 10th October 20083.

Accordingly, under the scrip dividend arrangements, shareholders will receive the
following number of Shares as scrip dividend on that part of their shareholdmgs m
respect of which they have not made cash elections.

Number of Shares held
on 10th October 2003 for which X
cash elecnon is not made :

HK$0.01
HK$0.5682

The new Shares to be issued pursuant to the scrip dividend arrangements will rank
pari passu in all respects with the existing issued Shares, except for the interim
dividend for the six months ended 30th June 2003, and wiil rank in full for ail future
dividends and distributions which may be declared, made or paid.

Fractional entitlements to SHares will be disregarded-and the benefit thersof will
accrue to the Compaany.

it is expected that share certificates in respect of the Shares to be allotted as scrip .

dividend and dividend warrants of HK$0.01 per Share will be posted to shareholders
at their own risk on 21st November 2003.

Shareholders who wish to receive all or part of their interim dividend in cash in lieu
of new Shares are reminded to complete the Form of Eiection and lodge it with the
Company’s Registrars, Computershare Hong Kong [nvestor Services Limited, at
Shops 1712-17186, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong
Kong not (ater than 4:00 p.m. on 7th November.2003. Dealings in the new Shares to
be allotted as the interim scrip dividend will commence on 24th November 2003.

By Order of the Board
Steven Tong Kui Nam
Company Secretary

Hong Kong, 17th October 2003

The discounted market value of a share of the Company for the purpose of
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the actions to be taken, you
should consult your stockbroker or other registered dealer in securities, bank manager, solicitor,

professional accountant or other professional adviser.

If you have sold or transferred all your shares in K. Wah Construction Materials Limited, you
should at once hand this circular and the accompanying Form of Election (if any) to the
purchaser or to the bank, stockbroker or other agent through whom the sale or transfer was

effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
circular, makes no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or

any part of the contents of this circular.

K. WAH CONSTRUCTION MATERIALS LIMITED
EEEMNMAE R QA

{Incorporated in Hong Kong with limited liability)

Executive Directors: Registered Office:
Dr. Lui Che Woo, MBE, JP, LLD, DSSc (Chairman) 29th Floor, K. Wah Centre
Francis Lui Yiu Tung (Deputy Chairman) 191 Java Road

Chan Kai Nang (Managing Director) North Point
Paddy Tang Lui Wai Yu Hong Kong

. ' 2
Non-executive Directors: 3:5
Dr. Charles Cheung Wai Bun, JrP* ' =3
Moses Cheng Mo Chi, OBE, JP* (‘f,.,
Yip Hing Chung, MBE, JP* -
* Independent Non-executive Directors ~i
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10th October 2003

To the Shareholders,

Dear Sir or Madam,

Interim Scrip Dividend with Cash Option
for the Six Months Ended 30th June 2003

Introduction

It was resolved by the directors of K. Wah Construction Materials Limited {the “Company”)
on 17th September 2003 that an interim dividend for the six months ended 30th June 2003 of
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HK$0.01 per issued share of the Company of HK$0.10 each (a “Share”) be paid to shareholders
whose names appear on the register of members on 10th October 2003. It was also resolved
that such dividend should be satisfied by way of scrip dividend by an allotment of new Shares
credited as fully paid in accordance with the Memorandum and Articles of Association of the
Company and that sharehoiders may elect to receive cash wholly or partly in lieu of the scrip
dividend.

Particulars of the Interim Dividend
Shareholders have the following choices in respect of the interim dividend:

{i) an allotment of new Shares ("New Shares”) credited as fully paid and having an
aggregate discounted market value (as defined below) equal to the total amount of
interim dividend which Shareholders could elect to recéive in cash in respect of
HK$0.01 per Share, subject to any fractional entitlement being disregarded as
mentioned below; or

(i) interim dividend of HK$0.01 per Share in cash; or
{iii}  partly New Shares and partly cash.

For the purpose of calculating the number of New Shares to be allotted, the discounted
market value ("Discounted Market Value”) of a New Share means the average of the closing
prices of one Share on The Stock Exchange of Hong Kong Limited for the 5 trading days from
13th Cctober 2003 to 17th October 2003 (both days inclusive), less 5% discount, rounding
down such figure to four decimal places. It will not be possible to determine until the close of
business on 17th October 2003 the exact number of New Shares to which a shareholder,
electing to receive New Shares, will be entitled. A press announcement of the Discounted
Market Value for the purpose of calculating the number of New Shares to be allotted by way
of scrip dividend will be made on 20th October 2003. The last day on which shareholders
will be entitled to make their choice of the above alternatives is 7th November 2003.

Accordingly, the number of New Shares which shareholders will receive, in respect of
the existing Shares registered in their names as at 10th October 2003 and for which elections
to receive the interim dividend in cash are not lodged with the Company’s share registrars on
or before 7th November 2003, will be calculated as follows:

Number of existing Shares heid

{\lugnber of NZW Shares _ 4, 10th October 2003 for which  x o tH|;$I\O/I‘O1k ~a
o0 be receive cash election is not made iscounted Market Value

The New Shares to be issued pursuant to the scrip dividend arrangements will rank pari
passu in all respects with the existing issued Shares, except for the interim dividend for the
six months ended 30th June 2003 and will rank in full for all future dividends and distributions
which may be declared, made or paid. No shareholder will be entitled to be issued any fraction
of a Share under the scrip dividend arrangements. Fractional entitlements to Shares will be
disregarded and the benefit thereof will accrue to the Company.




Advantage of the Scrip Dividend

The scrip dividend will enable shareholders to increase their holdings of Shares without
incurring dealing costs or stamp duty. The scrip dividend will also be to the advantage of the
Company because, to the extent that shareholders elect to receive New Shares, in whole or in
part, such cash as would otherwise have been paid to shareholders will be retained for use as
working capital by the Company.

Effect of the Scrip Dividend

If elections to receive the interim dividend in cash were received in respect of all the
existing Shares registered as at 10th October 2003, the total cash leldend payable by the
Company would be approximately HK$1 2,478,000.

Shareholders of the Company should note that the scrip dividend may give rise to
notification reguirements under the Securities and Futures Ordinance for those sharehoclders
who may have notifiable interests in the Company. Shareholders of the Company who are in
any doubt as to how these provisions may affect them are recommended to seek their own
professional advices.

Form of Election

Enclosed is a Form of Eiection. No action is required if you wish the interim dividend
for the six months ended 30th June 2003 which you are entitlied to receive to be wholly
satisfied by an allotment of new Shares on the abovementioned basis. Otherwise, if you
wish to receive such dividend wholly in cash in lieu of New Shares, or partly in cash
with the balance satisfied by an allotment of new Shares, you must complete the enclosed
Form of Election in accordance with the instructions printed thereon and lodge it with
the Company’s Registrars, Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later
than 4:00 p.m. on 7th November 2003. If you have signed the Form of Election but do not
specify the number of Shares in respect of which you wish to receive the dividend in cash or,
if you elect to receive the dividend in cash in respect of a greater number of Shares than your
registered holding, then in either case you will be deemed to have exercised your election to
receive the dividend in cash in lieu of New Shares in respect of all the Shares registered in
your namel(s). No acknowledgement of receipt of Form of Election will be issued. The Form of
Election also enables you to elect to receive all future dividends wholly in cash in lieu of New
Shares until notice in writing to cancel such election is received by the Registrars of the
Company. Permanent elections cannot be made in respect of part of your registered holding.

The Form of Election has not been sent to shareholders who have previously made a
permanent election to receive all future dividends wholly in cash. These shareholders will
receive cash in lieu of scrip dividend for all the Shares for the time being registered in their
names, without having to complete any further Form of Election. Any shareholder wishing to
change these existing permanent elections should contact the Company's Registrars,
Computershare Hong Kong Investor Services Limited, before 4:00 p.m. on 7th November
2003.

Shareholders Resident Outside Hong Kong
All shareholders resident outside Hong Kong should consult their bankers or other

professional advisers as to whether any governmental or other consents are required or other
formalities need to be observed to enable them to receive Shares in satisfaction of interim




dividend for the six months ended 30th June 2003. No person receiving in any territory
outside Hong Kong a copy of this circular andfor a Form of Election may treat the same as an
invitation to him unless in the relevant territory such invitation could lawfully be made to him
without having to comply with any unfulfilled registration or other legal requirements.

.The Shares have not been registered under the applicable securities legislation of any
jurisdictions other than Hong Kong. Your Board will exercise the discretion granted to it under
the Articles of Association of the Company not to atlot New Shares as dividend to the
shareholders with registered addresses in territories cutside Hong Kong where, in the opinion
of the Directors, it would or might, be unlawful or impracticable to allot New Shares in such
places in satisfaction of the interim dividend for the six months ended 30th June 2003. These
shareholders will receive such dividend and all future dividends wholiy in cash. No Forms of

- Election will be sent to such shareholders.

Listing and Dealings

Shares issued by the Company have been admitted as eligible securities for deposit and
settlement in the Central Clearing and Settlement System established and operated by Hong
Kong Securities Clearing Company Limited. Dealings in the Company’'s Shares may be settled
through the Central Clearing and Settlement System. Investors should seek the advice of their
stockbrokers or other professional advisers for details of these settlement arrangements and
how such arrangements will affect their rights and interests.

The Shares are listed and dealt in on The Stock Exchange of Hong Kong Limited. On no
other stock exchanges are any part of the Shares of the Company listed or dealt in or on which
listing or permission to dea! is being or is proposed to be sought. Application has been made
to The Stock Exchange of Hong Kong Limited for the:listing of and permission to deal in the
New Shares to be issued pursuant to the scrip dividend arrangements. It is expected that
share certificates in respect of such Shares and dividend warrants will be posted at the risk of
those entitled thereto on 21st November 2003 and dealings in such Shares will commence on
24th November 2003. In the unlikely event that the New Shares are not admitted to listing by
The Stock Exchange of Hong Kong Limited before 21st November 2003, the Forms of Election
will be disregarded and the full cash dividend will be paid to the entitled shareholders according
to their registered shareholdings.

Recommendation and Advice

It is the shareholders’ responsibility to decide in this regard whether or not to exercise
their rights to receive cash in lieu of the scrip dividend. Whether or not it is to the shareholders’
advantages to receive cash or New Shares, in whole or in part, depends upon their own
individual circumstances. The effect on the tax position of any shareholder will depend on that
shareholder’s particular circumstances. |f you are in any doubt as to what to do, you should
consult your professional advisers. Shareholders who are trustees are recommended to take
professional advice as to whether the choice to receive cash or New Shares is within their
powers and as to its effect having regard to the terms of the relevant trust instrument.

Yours faithfully,
Dr. Lui Che Woo
Chairman
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INTERIM RESULTS

corresponding perlod last year as follows:

last year.
INTERIM DIVIDEND

sharsholders of the Company in due coursa.

CONSOLIDATED PROFIT AND LOSS STATEMENT
For The Six Months Ended 30th June 2003

Turnover
Cost of seles

Gross profit

Other revenues

QOther operating income
Administrative expenses
Othar operating expensas

Operating profit

Flnance costs

Shars of prolils less losses of
Jolntly contralled entltles
Assoclated companies

Proflt befdre taxation

Taxation credit(charge)

Profit after taxation
Minoarity (nterasts

Profit attributable to sharéholders

Interim dividend

Earnings per shars

CONSOLIDATED BALANCE SHEET
As at 30th June 2003 .

Nen-ourrent assels
Fixed assets
. Jointly controiled entitles
Assoclated companles
Other non-currant assets

Current assets
inventories
Debtors and prepaymants
Taxation recoverable
Cash and bank balances

Current llabliities
Creditors and accruals
Current portion of long-term liabilitles
Short-term bank loans, unsecured
Taxation payable
Dividend payable

Nel current assels

Note

2&3

Note

g - K.WAH CONSTRUCTION MATERIALS LIMITED

(Incorporatsd in Hong Kong with limited Nabllity)

ANNOUNCEMENT OF INTERIM RESULTS

2003

The Directars of K, Wah Construction Materlals Limitad {the “Company” ) are plaased to announce the
unaudited consolidated results of the Company and its subsidiaries {collectively referred tc as the
"Group”) for the six months ended 30th June 2003 logether with comparative figures for ‘the

The Group's turnover for the six months ended 30th Juna 2003 was HK$515 583,000, representing an
Increase of HK$29,432,000 over the corresponding period last year.

The Group's unaudited profit attributable to shareholders for the six months ended 30th June 2003
amounted to HK$31,143,000, representing a decrease of HK$4,840,000 over the corresponding period

The Board of Directors has regolvad to pay an Interlm dividend ol 1 cent per ordinary share (2002: 1 cenl
scrip dividend with cash option), tolaling HK$12,478,000 for the six months ended 30th June 2003
{2002: HK$12,397,000) to sharsholdars whose names appear on the register of members of the
Company at the close of business.on 10th October 2003. The Board has also resolved that such dividend
should take the lorm of a scrip dividend with sharehalders being given the option of recelving cash in
place of part or all of the scrip dividend. A clrcular containing detalls of the scrip dividend will be sent to

. 2002
HK$'000 HK$'000
514,583 488,151
{488,378) (427.329)
27,205 58,822
12,182 18,181
31,583 2,278
(27,851) (28,424)
(7,481) (5,612)
35,638 45,245
(3.619) (4,481)
1,523 891
341 (530)
33,883 40,915
1,019 (3.280)
34,902 37,635
(3,758) (1,652)
31,143 35,983
" 12,478 12,397
HK cents HK cents
25 3.0
- 30th June 31st December
© 2009 200
HK$'000 HK$'000
784,322 740,046
200,159 196,327
15,585 15,244
248,817 240,974
1,254,883
55,018 42,625
583,461 350,659
7,513 5,916
235857 . 283.062
881,849 692,262
274,004 - 262,401
50,000 . -
53,894 85,805
1,199 1.198
12,432 =
391,418 329,504
480,430 362,758
1,745,313 1,556,240 .

~ FOR THE SIX MONTHS ENDED 30TH JUNE 2003

30th June  31st December
: - 2009 2002
Note HK$'000 HK§'000

Financed by: o~
8hare capital 124,321 - 124,321
Reserves 1,297,012 1,288,249
Shareholders’ funds 1,411,333 1,392,570
Minority interests 150,012 145,334
Long-term ilabliities 169,000 —
Non-current liabliities 14,068 18,345
1,745,313 1,566,249

NOTES TO THE FINANCIAL STATEMENTS

1.

2,

3.

4,

5.

Accounting Policles

The financtal statements have been prepared under the historical cost convention, as modiflad by the revaluation
of certaln properties and Invastments, and In accordance with generally eccapted agcounting principles In Hong
Kong. The Interim financlal Information haa been presented in accordance with Statement of .Btandard
Accounting Practics (*SSAP”) 25 *Intarim Financtal Reporting®, ssued by the Hong Kong Scclaty of Accountants.

In 2003, the Group has adopted the revised SSAF 12 “income Taxes”. Tha effect of such change to tha rasults of
the pertod Is not materfal and detalis of this changa in accounting policy will ba given In the 2003 Annual Report.

Apart trom the foregoing, the acccunﬂng policles adoptad are consistent with those described in the 2002 Annuat
Report and Accoums

Segment Inlormaﬂcn

The Group I8 princlpally engaged In r 6, sale and dist of construction materials,
Turnover Oporating Profil
2002 - 2003
X HK$'000 HKS$'000 HK$'000 HK§'000
Sales of construction matarials
Hong Kong 276,538 ° 284,818 10,2458 38,408
Mainland China . 239,047 221,538 25,393 8,838
315,583 488,151 33,830 45,245
Operating Profit
2003 2002
0T o HKS$'000 HK$'vo0
Operating proflt Is stated after craditing:
Proflt on dleposal of listed Investments - 103
Profit on gisposal of fixed asssts 205 80
Galn on disposal of operating rights 28,260 -
interest income : 8,791 12,160
Amortlsation of nagative goodwiil 316 31§
and after charging: ;
Amortisation - .
Quarry site devalopment T20 384
QOverburden removal costs 9,808 7,608
Depraciation 32,2438 30,589
Opereilng lease rental for land and bulldlnga 7,167 8,871
Royalty 1,402 1,108
Cost of Inventories sold 421,592 384,084
Unreafisad loss on long-term investmenis 1,365 , 657
Taxatlon Credit/(Cherge)
2003 2002
HK$'000 HK$'000
Company and subsidlaries
. Hong Kong profits tax {531 (3.517)
Mainland China profits tax . (1,133, {2,247)
Deaferred laxation R 3,081 2,893
' 1,387 (3,071}
Jolintly controlied entities )
. Malnland China profits tax . {378} (208)
1,018 (2,280}

Hong Kong profits tax has bsen provided at the rete of 17.5% (2002: 18%) on the estimatad assessable prolils
for the paried. Taxatlon assessable on profits generated outsids Hong Kong has been provided ai the rates of
taxation prevaliing in the countrles In which these profils aroge.

Dividends

2003 2002
HK$'000 HKS$'000
2002 Final serip dividend with a cash option, payut;la. of 1.0 cant per sharg 12,432 -

2001 Final serip dividend with & cash option, pald, of 2.5 cents per share
Serp . - 13,741
" Cash — 16,705
~ 12,482 30,446

The Board of Directors declares an Intarim serip dividend of 1 cant per erdinary share (2002: 1 ceny) with pcash
option, totalling HKX$12,478,000 for the six months endad 30th June 2003 (2002: MK$12,387,000) to
sharshelders whose namas appear on the reglster of members of the Company at the close of busineae on
10th October 2003. This amount will be for as an approp of revanue roservas In the year ending
31st Decamber 2003, !
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8. Earnings Per Share
The calculation of earnings per share is based on profit atiributable 1o shareholders of HK$31,143,000 (2002;
HK$35,883,000) and the weighted average number of 1,243,208,000 shares (2002: 1,217,134,000 ehares) in
issue during the parlod

The diluted earnings per share Is not presented as the axercise of ths share options oulslandlnq as a 30th June
2003 would not have a dilutive effact on the earnings per share.

7. Deblors and Frepeyments

30th June 31st December
. 2003 2002

HK$000 HK$'000
Trade debtors (note a) ' 284,738 283,080
Loan to"a fellow subgidlary (nots &) 219,000 —
Other racelvable 23,779 28,751
Prepayments 45,944 48,828
583,461 © 380,659

(a) The Group has established credit policles, which follow local industry standard. The Group normally
aliows an approved credit period ranglng from 30 to 80 days for customers In Hong Kong and 12010 180
days for customers in Maintand Chinga. Thass are sybjact to petlodic review by management.

Ths aging analysis of ths Qroup's trade debtors based on the dates ¢f the mvo\cea and net of provision
for bad and doubtful debts Is as follows:

30th June 818t December
03 2002

20

HK$'000 HK§'000"

Within ona month 117,954 141,316

Twa to three montha 102,887 80,420

Four to six months 37,306 50,568

Over six months 36,491 10,770
204,738 283,080

{v) In July 2002, the Group granied a guarantsed unsecured revolving loan facility of HK$330 miilion to &

feltow subsidiary. The loan carrles interest at 2.38% per annum above three-month HIBOR, with maturity
of three years and an option 10 extend the maturity for further one or two years.

8. Crodiiors and Accruals
30th Juhe 315t Dacember
2003 2002
HK$'000 HK$'000
Trade creditors 116,925 104,819
Other creditors 75,185 59,870
Accrued oparating expenses 77,088 92,918
Deaposits recaived . 4,896 5,194
274,094 262,401

The aging dnalysls of the Group's lrade creditors based on the datea of the Invoices Is as follows:

80th June 318t Decamber

2003 2002

HK$'000 HK$'000

Within one month 47,218 48,213
Two to three months 50,362 39,154
Four to six months i 8,168 8,152
QOver six months 11,177 8, 100
] 118,925 104, 619

MANAGEMENT DISCUSSION AND ANALYSIS
Review of Operation and Qutlook ‘

Turnover and profit attributable to shareholders for the six months ended 30th June éoos was HK$516

milllon and HK$31 miliion as coripared. to HK$486 miilion and HK$36 million respectively for the
corresponding period last year, represantlng an increase in turnover of 6% and a decrease in profit of
13%,

Ourlng the parlod' the econoﬁ\y in Hong Kong remains in the doldrums and the new housing construttion
activities have slowed down, This has reduced the demand for construction materfals in Hong Kong.
However, our stringent cost controt and seascned managsment have enabled us to maintain salisfactory

cost efficlency for the Hong Kong operations. in July 2003, the Group entared Into & contract with Hong

Kang Polytechnic University for the manufacturing of paving blocks designed by the University using
recycled construction materials. The.Group is environmental-minded and continuous sffort will be made
‘to explore business opportunities in developing recycled construction materials products to enhance the
profitability of the Group.

On the other hand, our construction materials business in the Malnland continued to grow during the
period. The new projects in Shanghal and Beljing are under development in accordance with planned
schedule and those projects that have commenced operation durlng the period have producsd
contributions to the Group. It is envisaged that when alf these projects becoma fully operational in the
forthcoming two years, the Group's performance will be further improved.

Looking forward, the Group will focus on devsloping .“high value-added, high entry barrier -and
environmantal friendly” products and projects.

For technology Investments, the Group continues to malntaln a balanced investment portfolio which Is
similar to that of last year. ‘-

The Group's business in the Malnland will continue to grow in accordance with original plan. With the
Closer Economic Partnership Arrangement (CEPA) recently signed between the Hong Kong SAR
Government and the Central Government and tha proposed bridge linking Mong Kong, Macau and
Zhuhai, It Is expected that the development of the Pear! River Delta area could be further enhanced. The

Group will seize valuable business opportunities expected to be brouqht about by the CEPA and Pesarl-

River Dalta development
Liquldity and Flnanclal Resources

The financial position of the Group remains strong. At 30th June 2003, the sharsholders' funds Increased
by 1.3% to HK$1,411 million trom HK$1,383 milllon at 31st December 2002 and the Group's gross
assels employed increased by 12% to HK$1,745 million from HK$1,556 million at 31st December 2002,

The Group's liquidity position remains strong ang tha Group possesses sufficient cash and avaliable
banking facilities to meet its commitments, working capital requirements and future Investments.

Gearing Ratlo

The gearing ratio, defined as the ratio of total loans outstanding less cash balances to total assets, was
maintained at a low level of 2% during the perlod ended 30th June 2003. At 31st Dacembar 2002, the
gearing ratlo was practically at a debt free level.

Treasury Policy

The Group continues to adopt a conservative traasury policy with all bank deposits in either Hong Kong
Dollars, United States Dollars or in the local currencias of the operating subsidiaries, keeping a minimum
exposure to foreign exchange risks. All of the Group's borrowings are in either Hong Kong Dollars or
Renminbi. Forward toreign exchangs contracts are utilized when suitable opportunities arise and when
considered appropriate, to hadge against forelgn exchange exposure. The Group has not engaged in the
use of cother derivative products, which are considered not necessary for the Group's traasury
managament activities. ’

Charges on Group Assets

. » {
Land and buildings with net book values of HK$234,635,000 (31st December 2002: HK$237,305,000)
have been pledged to secure banking faclilties.

Contingent Liabllitles

The Company has executad guarantess In favour of banks In respect of facilitles grantsd to subsidiaries
amounting to HK$344,355,000 {31st December 2002 HK$299,370,000). At 30th june 2003, the taclities
utilised amounted to HK$148,317,000 (31st December 2002: HK$154,805,000).

Employaes and Remuneratlon Policy

The Group, excluding associated companies and }ointty controited entities, employs over 1,800
employess in Hong Kong dnd the Mainland, Employse remunerations, excluding Directors* emoluments,
amounted m HK$72 miltion.

The Group recruits and promotes lndnvlduala based on their competencles, merit énd development

potential and ensures remunsration packages are competitive. The Company has Implemented a share
option scheme for executives from 1891 following approval by its sharsholders for the purpose of

providing competitive package and fong term retention of management talents. Likewise in Mainiand

Ching, employees’ remuneration is commensurats with market levels and emphasis on provision of

tralning and development opportunities is stressed.

- SHARE CAPITAL

The Company hags not redesmed any of ts shares during the gix months ended 30th Juna 2003. Nelthar
the Company nor any of its subsidiary companies have purchased or sold any of the Company’s ghares
during the six months ended 30th June 2003,

AUDIT COMMITTEE

Having been reviewsd by the Company’s Auditors, PricewaterhouseCoopers, the Group's Interim
financial Infermation for the six months ended 30th June 2003 was reviewed and acceptad by the Audit
Committea (the “Committee”). Regular maetings have been held by the Cammities which mests at faast
~tWice each year in cOmpliancs with the raquirémenits of The Stock Exchange of Hong Kong lelted (the
“Stock Exchanga "\,

CLOSE OF REGISTER

The régister of members will be closed from 6th October 2003 to 10th October 2003, both days Inclusive,
during which period no transfer of shares will be effacted. In order to qualify for the dividend,
sharsholders must ensure that all transfers together with the relevant share certificates are lodged with
the Company's Reglstrars, Computershare Hong Kong investor Services Limited, at Shops 1712-1716,
17th Floor, Hopewell Cantre, 183 Queen's Road East, Wanchal, Hong Kong for registration no later than
4:00 p.m. on 3rd October 2003,

CODE OF BEST PRACTICE A

For the six months ended 30th June 2003, the Company has compiled with the Code of Best Practice
Issued by the Stock Exchanga save and except that, prior to the 2000 Annual Genera! Meating of the
Company (the “2000 AGM"), non-executlve directors are being appointed subject to retirement by
rotatlon and re-election at the annual general meeting of the Company in accordance with the
Company's Articles ef-Association. Commaencing from the 2000 AGM, non-executive directors are being
appointed for a term of three years, who may under special circumstances be re-appointed for anather 3-
year tafm.

PUBLICATION OF FURTHER INFORMATION

All intormation required by paragraphs 46(1) to 46(6) of Appendix 16 of the Rules Governing the Listing
of Securities on the Stock Exchange will be published on the Company's and the Stock Exchanga's
waebsltes In due course. The Group’s unaudited interim financial stalements have been reviewed by the
Company's auditors PricewaterhouseCoopers, and a report of thelr revlew will be included In the Interim
Report to Shareholders.

By Ordar of the 8oard
Staven Tong Kul Nam
Company Secratary

Hong Kong, 17th September 2003

Registered Office:

29th Floor, K. Wah Cenlre
191 Java Road

North Point

Hong Kong

Website: www.kweml.com
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[m Results and Interim Dividend |

INTERIM RESULTS

The Directors of K. Wah Construction Materials Limited (the “Company”) are pleased to
announce the unaudited consolidated results of the Company and its subsidiaries {collectively
referred to as the “Group”) for the six months ended 30th June 2003 together with comparative
figures for the corresponding pericd last year as follows:

The Group’s turnover for the six months ended 30th June 2003 was HK$515,583,000,
representing an increase of HK$29,432,000 over the corresponding period fast year.

The Group’s unaudited profit attributable to shareholders for the six months ended 30th June
2003 amounted to HK$31,143,000, representing a decrease of HK$4,840,000 over the
corresponding period last year.

INTERIM DIVIDEND

The Board of Directors has resolved to pay an interim dividend of 1 cent per ordinary share
(2002:-1 cent scrip dividend with cash option), totalling HK$12,478,000 for the six months
ended 30th June 2003 (2002: HK$12,397,000) to shareholders whose names appear on the
register of members of the Company at the close of business on 10th October 2003. The
Board has also resolved that such dividend should take the form of a scrip dividend with
shareholders being given the option of receiving cash in place of part or all of the scrip
dividend. A circular containing details of the scrip dividend will be sent to shareholders of the
Company in due course.
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Turnover
Cost of sales

Gross profit

“Other revenues

Other operating income
Administrative expenses
Other operating expenses

Operating profit

" Finance costs

-Share of profits less losses of
Jointly controlled entities
Associated companies

Profit before taxation
Taxation credit/(charge)

Profit after taxation
Minority interests

Profit attributable to shareholders

Interim dividend

Earnings per share

For The Six Months Ended 30th June 2003

2003 2002

Note HK$’000 HK$'000
2 515,583 486,151
(488,378) (427,329

27,205 58,822

12,182 18,181

31,593 2,278

(27,851) (28,424)

(7,49) (5,612)

2&3 35,638 45,245
(3,619) (4,491)

1,523 691

341 (530)

33,883 40,915

4 1,019 (3,280)
34,902 37,635

{3,759) (1,652)

31,143 - 35983

12,478 12,397

HK cents HK cents

6 25 3.0

N
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As at 30th June 2003

Non-current assets
Fixed assets
Jointly controlled entities
Associated companies
Other non-current assets

Current assets
Inventaries
Debtors and prepayments
Taxation recoverable
Cash and bank balances

Current liabilities
Creditors and accruals
Current portion of long-term liabilities
Short-term bank loans, unsecured
Taxation payable
Dividend payable

Net current assets

Financed by:

Share capital
Reserves

Shareholders’ funds
Minority interests
Long-term liabilities
Non-current liabilities

30th June  31st December

2003 2002

Note HK$'000 HK$'000
784,322 740,946

208,159 196,327

15,585 15,244

246,817 240,974

1,254,883 o _},_1_9_3_,491_

55,018 42,625

8 - 583,461 360,659
7,513 5,916

235,857 283,062

881,849 L 6_92_,26?

9 274,094 262,401
12 50,000 —
53,694 65,905

1,199 1,198

12,432 _

391,419 329,504

490,430 362,758

1,745,313 1,556,249

10 124,321 124,321
11 1,287,012 1,268,249
1,411,333 1,392,570

. 150,012 145,334
12 : 169,000 —
14,968 18,345

1,745,313 1,556,249
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For The Six Months Ended 30th June 2003

Net cash inflow from operating activities
Net cash (outflow)/inflow from investing activities

Net cash inflow from financing activities

Net (deérease)/increase in cash and bank balances
Change in exchange‘rate

Cash and bank balances at beginning of period

Cash and bank balances at end of period

2003 2002
HK$'000 HK$'000
61,564 20,654
(316,530) 232,206
207,730 28,332
(47,236) 281,192
31 (76)
283,062 299,123
235,857 580,239

o
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(o 1 LN EIGCE Statement 6f Changes in Equityl

For The Six Months Ended 30th June 2003

Balance at beginning of the period

Exchange differences arising on transiation
of overseas operation

Issue of shares upon exercise of share options
Profit for the period

Dividends
Final dividend

Balance at end of the period

Note

11

10 & 11

1

11

2003 2002
HK$'000 HK$'000
1,392,570 1,357,632
52 (59)

— 590

31,143 35,983
(12,432) (30,446)
1,411,333 1,363,700
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ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention, as
modified by the revaluation of certain properties and investments, and in accordance
with generally accepted accounting principles in Hong Kong. The interim financial
information has been presented in accordance with Statement of Standard Accounting
Practice (“SSAP”) 25 “Interim Financial Reporting”, issued by the Hong Kong Society of
Accountants.

In 2003, the Group has adopted the revised SSAP 12 “Income Taxes”. The effect of
such change to the results of the period is not material and details of this change in
accounting policy will be given in the 2003 Annual Report.

Apart from the foregoing, the accounting policies adopted are consistent with those
described in the 2002 Annual Report and Accounts.

SEGMENT INFORMATION

The Group is principally engaged in manufacture, sale and distribution of construction
materials.

Turnover Operating Profit
2003 2002 2003 2002
HK$°000 HK$'000 HK$°000 HK$'000
Sales of construction materials
Hong Kong 276,536 264,616 10,245 36,406
Mainland China 239,047 221,535 25,393 8,839
515,583 486,151 35,638 45,245

»
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ITEY to the Financial Statements |

3.

OPERATING PROFIT

Operating profit is stated after crediting:

Profit on disposal of listed investments
Profit on disposal of fixed assets

Gain on disposal of operating rights
Interest income

Amortisation of negative goodwill

and after charging:

Amortisation
Quarry site development
Overburden removal costs
Depreciation
Operating lease rental for land and buildings
Royalty
Cost of inventories sold
Unrealised loss on long-term investments

TAXATION CREDIT/(CHARGE)

Company and subsidiaries
Hong Kong profits tax
Mainland China profits tax
Deferred taxation

Jointly controlled entities ‘_
Mainland China profits tax

2003 2002
HK$'000 HK$'000
- 103
205 80
28,260 —
5,731 12,150
316 315
720 394
6,898 7,508
32,243 30,569
7,167 6,671
1,402 1,108
421,592 364,084
1,365 697
2003 2002
HK$’000 HK$'000
(531) (3,517)
(1,133) (2,247)
3,061 2,693
1,397 (3,071)
(378) (209)
1,019 (3,280)
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TAXATION CREDIT/(CHARGE) (Cont'd)

Hong Kong profits tax has been provided at the rate of 17.5% (2002: 16%) on the
estimated assessable profits for the period. Taxation assessable on profits generated
outside Hong Kong has been provided at the rates of taxation prevailing in the countries
in which those profits arose.

DIVIDENDS
2003 2002
HK$°000 HK$000
2002 Final scrip dividend with a cash option,
payable, of 1.0 cent per share 12,432 -
2001 Final scrip dividend with a cash option,
paid, of 2.5 cents per share ‘
Scrip - 13,741
Cash - 16,705

12,432 30,446

The Board of Directors declares an interim scrip dividend of 1 cent per ordinary share
(2002: 1 cent) with a cash option, totalling HK$12,478,000 for the six months ended
30th June 2003 (2002: HK$12,397,000) to shareholders whose names appear on the
register of members of the Company at the close of business on 10th October 2003.
This amount will be accounted for as an appropriation of revenue reserves in the year
ending 31st December 2003.

EARNINGS PER SHARE

The calculation of earnings per share is based on profit attributable to shareholders of
HK$31,143,000 (2002: HK$35,983,000) and the weighted average number of
1,243,208,000 shares (2002: 1,217,134,000 shares) in issue during the period.

The diluted earnings per share is not presented as the exercise of the share options
outstanding as at 30th June 2003 would not have a dilutive effect on the earnings per
share.

© .
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CAPITAL EXPENDITURE

For the six months ended 30th June 2003, the Group incurred HK$81 million on fixed

assets and HK$17 million on deferred expenditure.

DEBTORS AND PREPAYMENTS

30th June  31st December

2003 2002

HK$’000 HK$'000

Trade debtors (note a) 294,738 283,080
Loan to a fellow subsidiary (note b) 219,000 -
Other receivable 23,779 28,751
Prepayments 45,944 48,828
583,461 360,659

(a)  The Group has established credit policies, which follow local industry standard.
The Group normally allows an approved credit period ranging from 30 to 60 days
for customers in Hong Kong and 120 to 180 days for customers in Mainland

China. These are subject to periodic review by management.

The aging analysis of the Group’s trade debtors based on the dates of the
invoices and net of provision for bad and doubtful debts is as follows:

30th June  31st December

2003 2002

HK$°000 HK$'000

Within one month 117,954 141,316
Two to three months 102,987 80,428
Four to six months 37,306 50,566
Over six months ' 36,491 10,770
294,738 283,080
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DEBTORS AND PREPAYMENTS (Cont'd)

(b)  In July 2002, the Group granted a guaranteed unsecured revolving loan facility
of HK$330 million to a fellow subsidiary. The loan carries interest at 2.38% per
annum above three-month HIBOR, with maturity of three years and an option to

extend the maturity for further one or two years.

CREDITORS AND ACCRUALS

30th June  31st December

2003 2002

HK$'000 HK$'000

Trade creditors 116,925 104,619
Other creditors 75,185 59,670
Accrued operating expenses 77,088 92,918
Deposits received 4,896 5,194
274,094 262,401

The aging analysis of the Group’s trade creditors based on the dates of the invoices is

as follows:

30th June  31st December
2003 2002
HK$000 HK$'000
Within one month 47,218 48,213
Two to three months 50,362 39,154
Four to six months 8,168 9,152
Over six months 11,177 8,100

116,925

104,619

-
o
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10.

SHARE CAPITAL

Ordinary Shares of HK$0.10 each

No. of shares HK$'000
Authorised:
At 1st January 2003 and 30th June 2003 3,888,000,000 388,800
Issued and fully paid:
At 1st January 2003 and 30th June 2003 1,243,207,815 124,321

The Company operates a share option scheme under which options to subscribe for
ordinary shares in the Company are granted to selected executives. During the period,
options to subscribe for 20,482,000 shares at the exercise price of HK$0.514 per share
were granted to Directors, advisor and employees of the Company and its affiliates
(2002: nil) and no options were exercised (2002: 1,130,000 shares). At 30th June
2003, outstanding options granted under the scheme are as follows:

Exercise Number of share options
price per 30th June  31st December
Exercise period share 2003 2002
| HK$
20th May 1999 to 19th May 2008 0.5333 12,962,000 12,962,000
30th December 2000 to 29th December 2009 0.5216 25,302,000 25,302,000
1st March 2004 to 28th February 2013 0.5140 20,482,000 —

58,746,000 38,264,000
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RESERVES

At st January

Changes in exchange rates
Premium on shares issued
Profit for the period

Final dividend

At 30th June

LONG-TERM LIABILITIES

Bank loans, secured
Current portion included in current liabilities

CAPITAL COMMITMENTS

Contracted but not provided for

2003 2002
HK$’000 HK$'000
1,268,249 1,235,958
52 (59)

—_ 477

31,143 35,983
(12,432) (30,4486)
1,287,012 1,241,913
30th June 31st December
2003 2002
HK$’000 HK$'000
219,000 —
(50,000) -
169,000 —
30th June 31st December
2003 2002
HK$’000 HK$'000
115,975 53,616

In addition, the Group did not undertake to invest (2002: HK$73,692,000) in any
investee companies which are engaged in high technology projects during the period.

—y
N
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To the Board of Directors of K. Wah Construction Materials Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have been instructed by the Company to review the interim financial information set out on
pages 2 to 12.

Respective responsibilities of Directors and Auditors

The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of the interim financial information to be in compliance with the
Statement of Standard Accounting Practice 25 "Interim financial reporting” issued by the Hong
Kong Society of Accountants and the relevant provisions thereof. The interim financial
information is the responsibility of, and has been approved by, the Directors.

It is our responsibilities to form an independent conclusion, based on our review, on the interim
financial information 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 content of this report.

Review work performed

We conducted our review in accordance with the Statement of Auditing Standard 700
"Engagements to review interim financial reports” issued by the Hong Kong Society of
Accountants. A review consists principally of making enquiries of the management and
applying analytical procedures to the interim financial information and based thereon,

‘assessing whether the accounting policies and presentation have been consistently applied

unless otherwise disclosed. A review excludes audit procedures such as tests of controls and
verification of assets, liabilities and transactions. It is substantially less in scope than an audit
and therefore provides a lower level of assurance than an audit. Accordingly we do not
express an audit opinion on the interim financial information.

Review conclusion

On the basis of our review which does not constitute an audit, we are not aWare of any
material modifications that should be made to the interim financial information for the six
months ended 30th June 2003.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 17th September 2003
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REVIEW OF OPERATION AND OUTLOOK

Turnover and profit attributable to shareholders for the six months ended 30th June 2003 was
HK$516 million and HK$31 million as compared to HK$486 million and HK$36 million

respectively for the corresponding period last year, representing an increase in turnover of 6%
and a decrease in profit of 13%.

During the period, the economy in Hong Kong remains in the doldrums and the new housing
construction activities have slowed down. This has reduced the demand for construction
materials in Hong Kong. However, our stringent cost control and seasoned management have
enabled us to maintain satisfactory cost efficiency for the Hong Kong operations. In July 2003,
the Group entered into a contract with Hong Kong Polytechnic University for the manufacturing
of paving blocks designed by the University using recycled construction materials. The Group
is environmental-minded and continuous effort will be made to explore business opportunities

in developing recycled construction materials products to enhance the profitability of the
Group.

On the other hand, our construction materials business in the Mainland continued to grow
during the period. The new projects in Shanghai and Beijing are under development in
accordance with planned schedule and those projects that have commenced operation during
the period have produced contributions to the Group. It is envisaged that when all these
projects become fully operational in the forthcoming two years, the Group’s performance will
be further improved.

Looking forward, the Group will focus on developing “high value-added, high entry barrier and
environmental friendly” products and projects.

For technology investments, the Group continues to maintain a balanced investment portfolio
which is similar to that of last year.

The Group’s business in the Mainland will continue to grow in accordance with original plan.
With the Closer Economic Partnership Arrangement (CEPA) recently signed between the Hong
Kong SAR Government and the Central Government and the proposed bridge linking Hong
Kong, Macau and Zhuhai, it is expected that the development of the Pearl River Delta area
could be further enhanced. The Group will seize valuable business opportunities expected to
be brought about by the CEPA and Pearl River Delta development.

—
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LIQUIDITY AND FINANCIAL RESOURCES

The financial position of the Group remains strong. At 30th June 2003, the shareholders’ funds
increased by 1.3% to HK$1,411 million from HK$1,393 million at 31st December 2002 and the
Group’s gross assets employed increased by 12% to HK$1,745 million from HK$1,556 million
at 31st December 2002.

The Group’s liquidity position remains strong and the Group possesses sufficient cash and
available banking facilities to meet its commitments, working capital requirements and future
investments.

GEARING RATIO

The gearing ratio, defined as the ratio of total loans outstanding less cash balances to total
assets, was maintained at a low level of 2% during the period ended 30th June 2003. At 31st
December 2002, the gearing ratio was practically at a debt free level.

TREASURY POLICY

The Group continues to adopt a conservative treasury policy with all bank deposits in either
Hong Kong Dollars, United States Dollars or in the local currencies of the operating
subsidiaries, keeping a minimum exposure to foreign exchange risks. All of the Group's
borrowings are in either Hong Kong Dollars or Renminbi. Forward foreign exchange contracts
are utilised when suitable opportunities arise and when considered appropriate, to hedge
against foreign exchange exposure. The Group has not engaged in the use of other derivative
products, which are considered not necessary for the Group's treasury management activities.

CHARGES ON GROUP ASSETS

Land and buildings with net book values of HK$234,635,000 (31st December 2002:
HK$237,305,000) have been pledged to secure banking facilities.

CONTINGENT LIABILITIES

The Company has executed guarantees in favour of banks in respect of facilities granted to.
subsidiaries amounting to HK$344,355,000 (31st December 2002: HK$299,370,000). At 30th
June 2003, the facilities utilised amounted to HK$148,317,000 (31st December 2002:
HK$154,805,000).
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EMPLOYEES AND REMUNERATION POLICY

The Group, excluding associated companies and jointly controlled entities, employs over 1,900

employees in Hong Kong and the Mainland. Employee remunerations, excluding Directors’
emoluments, amounted to HK$72 million.

The Group recruits and promotes individuals based on their competencies, merit and
development potential and ensures remuneration packages are competitive. The Group has
implemented a share option scheme for executives from 1991 following approval by its
shareholders for the purpose of providing competitive package and long term retention of
management talents. Likewise in Mainland China, employees’ remuneration is commensurate

with market levels and emphasis on provision of training and development opportunities is
stressed.

—_
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