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FXNANCIAL HIGHELIGETS
| 2004 2003 Percentage
: HK$'million HKS"million change
Turnover (HKS’billion)
Turnover
‘Lf‘ 1 Company and subsidiary companies 3,382.5 3,636.2 | - 7%
‘ ! T} | Share of associates and jointly
‘ ‘ s ol B2 contrelled entities 4,790.8 3,966.0 + 21%
Himim 8,173.3 76022 | + 8%
i l ‘ Earnings (loss) before interest and taxation
; | ’ ‘ Company and subsidiary companies (114.5) 412.9) ' + 72%
Gain (loss) on disposal and dilution of
interests in subsidiaries and associates 152.9 (6.4) + 2,489%
00 01 02 03 04 Share of associates and jointly controlied '
entities 142.7 118.8 + 20%
“ Total earnings (loss) before Interest and
Tolal Assels (HKS'bllion) taxation (EBIT) 181.1 (300.5) + 160%
Inferest income 37.3 9.6 + 289%
Finance costs (9.8) 25.8) - 62%
109 Profit (loss) before taxation 208.6 (316.7) + 166%
K | Taxation (45.7) ©@7.8) | +  21%
¥ Profit (loss) before minority interests 162.9 (354.5) + 146%
62 Minority inferests 0.7 0.5 + 40%
H\ 49| 49 Profit (loss) for the year 163.6 (354.0) + 146%
. i
| |
} ‘ ‘ Shares outfstanding (million) 1,345 1,063 + 27%
02 03 04 Net asset value per share (HK$) 2.1 25 | - 16%
3 Earnings (loss) per share (HK$) 0.146 (0.340) + 143%
} Dividend per share (HKS) 0.315 0.020 + 1,475%
Gearing Ratio
Total assets 4,862.3 4,873.2 - 0%
Quick assets 2,131.5 1,821.7 + 17%
1.09 | Net current assets 895.3 523.6 + 71%
| Shareholders’ funds 2,770.9 2.658.5 + 4%
041 058 - Current ratio 1.59 135 | +  18%
" ( M| o2 Quick ratio 1.41 122 | o+ 6%
I } { . D Gearing ratio 0.20 0.29 - 31%
0 o1 02 03 04 Long term debt/equity ratio 0.19 0.24 - 21%




Annual Report 2004

FINANCIAL HIGELIGHETS (continued)

2004 2003 Percentage
HK$’ million HK$ million change
Turnover by Activity ) Turnover by Activity
Building construction 2,428.2 2,283.7 + 6%
Civil engineering 519.0 665.7 - 22%
Specialist works 448.9 720.3 - 38%
Construction materials 10.2 18.0 - 43%
Engineering & infrastructure 4,691.3 3,801.8 + 23%
Property leasing & sales 48.4 64.1 - 24%
Others 27.3 - + N/A
Hotel & catering - discontinued operation - 48.6 - 100%
Total 8,173.3 7,602.2 + 8% Building construction
29.7%
Civil engineering
D 6.4%
EBIT by Activity
e i Specialist works
Building construction (9.8) (38.2) + 74% D 5.5%
Civil engineering 3.4 (50.2) +  107% . )
Construction materials
Specialist works - (58.3) + 100% - 0.1%
Construction materials (23.1) 1.0 - 10%
) ) ) D Engineering & infrostructure
Engineering & infrastructure 174.2 121.8 + 43% 57.4%
Property leasing & sales 14.9 26.0 - 43%
D Property leasing & sales
Investments 64.1 (281.6) + 123% 0.6%
Others (42.6) - - N/A D Others
Hotel & catering - discontinued operation - 2.0 + 100% 0.3%
Total 181.1 (300.5) +  160%
|
!
!
1
Turnover by Location ; Turnover by Location
Hong Kong 3,360.3 3,770.6 - 1%
PRC 121.7 29.8 + - 308%
South East Asia & Australasia 4,691.3 3.801.8 + 23% /
Total 8,173.3 7,602.2 + 8%
EBIT by Location
D Hong Kong
Hong Kong 50.5 419.7) +  112% MN1%
PRC (43.6) 21 | - 2176% R
South East Asia & Australasia 174.2 117 +  49% D South East Asia &
Australcsia
Total 181.1 (300.5) + 160% 57.4%
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| have pleasure to present to
shareholders the annual report of
Paul Y. - ITC Construction
Holdings Limited (the
“"Company”, together with its
subsidiaries, the "Group”) for the
year ended 31st March, 2004.

/

Fnarnecial Performance ond

For the fiscal year ended 31st
March 2004, the Group’s
consolidated turnover decreased
by 7% to approximately HK$3,382
million when compared with that
of last year. When comparing the
annual drop of turnover of 32%
for the year before, it shows that
the continuing downturn in the
Hong Kong construction secter in
previous years had come to an
end and there were signs of @
recovery.

In spite of the drop in revenue,
the Group’s gross profit increased
by 310% to approximately HK$%8
million which represents 3% of the
turnover due to the persistent
effort in implementing risk
management and cost saving
measures. As a result, the loss
from operations was also
narrowed down to HK$26 million
as compared with HK$260 million
which included an impairment
loss on property of HK$110 million
for last year.

During the year, the Group has
disposed of 28.75 million ordinary
shares of Downer EDI Limited
("Downer”), which contributed a
profit of HK$179 million to the
Group. There were also losses on
dilution in relation to investment
in associates including China
Strategic Holdings Limited
("China Strategic”) of HKS$26
million. Share of results of
associates and jointly controlled
entities registered a profit of
about HK$143 million, showing an
increase of 20% which was mainly
attributable to the growth of

Downer. With the strong
contribution from Downer arising
in the share disposal and share of
its results, the Group affained a
profit before tax of HK$209 million
for the year.

Due to the adoption of the SSAP
12 (Revised), details of which is
outlined in note 2 to the financial
statements, there is an increase
in taxation charge to HKS46
million, representing mainly the
overseas tax in respect of
dividend received from and
share of resuits of Downer. Profit
for the year was HKS164 million
and basic earnings per share was
14.6 cents.

When compared with the
Group’s financial position as at
last year end, the total assets of
the Group remained at HK$4,862
million, similar to that of last year
end. Net current assets increased
by 71% to some HK$895 miliion.
Current assets have consequently
been improved from 1.3 times to
1.6 times of current liabilities and
the net debt fo equity ratio
decreased significantly from 0.2
to 0.1 times at this year end. Due
to the appreciation of the
Australian dollars in relation to
the Group’s interest in Downer,
fransiation reserve increased by
some HK$93 million. Coupled with
the issue of shares for HKS$4

million, the share of China
Strategic’s reserve of HKS7 million
since it has been an associate,
the net profit of HK$164 million
during this year net of dividends
paid of HK$154 million, the
shareholders’ funds increased by
4% to HKS$2,771 million
representing HK$2.06 per share.

Net cash outflow from operations
was about HK$25 million and
inflow of HK$44 million in respect
of investing and financing.
resulting in @ net increase in cash
of about HKS$19 million for the
year.

Construction sector output in
Hong Kong has been declining
for a few years due to reducing
capital expenditure by both
public and private sectors. This
had led to severe competition
and eroded the Group’s gross
margin. Consequently all
construction and engineering
divisions recorded slight losses.
The construction material division
was still facing weak demand
and experienced losses in
operation. As the Group’s gross
margin work-on-hand is now on
uptrend, gross and operating
margin is expected to improve.

Profile of Contracts On Hand as at 31st March, 2004

Value of contracts on hand
HK$11,211 million

7

'

Value of work remaining
HK$4,928 million

’x Building /h\\
—_ 81.7% construction 75.4% \
Civil ’
_~"e—110.1% engineering 16.7% \
Specialist /
82%  works 89% ——— e/

NS
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During the year, th

|
L
|

& Group

secured new confrbc?s with an
aggregcte attributable value of

approximately HKS§,593 million,
which comprised HKS1,906 million

of building constru

|,
}c‘non

contracts, HK$1,388 million of civil

engineering contracts and

HKS$299 million of specialist works.

When compared with |last
financial year end, contracts on
hand increased by, 8% to
approximately HK$11,211 million
and the value of work remaining

stayed at a similar

level of

approximately HK$4,928 million at

this year end.

Sukbsequent to the

year end, the

Group secured further new contracts

with an aggregate attributable

value of approxim
million, which com
million of building

contracts and HK$

ately HKS2,026
prised HKS$1,588
construction

438 million of civil

engineering contracts.

3

|
rozerty Oaeralions

Total value of the property

portfolio, excluding those self-
used properties, orJnounTed to
some HKS515 miflion as at the

year end, equivalent to 11% of

the total assets of the Group.
Included in the property portfolio

are Paul Y. Cenfre,
headqguarter in Kw
In-Zone, a shoppin

[The Group's
un Tong and
g arcade in

Wanchai. During the year, certain

investment proper

were disposed of at

approximartely the
value for some HK

ies in the PRC

r carrying
547 million.,

Although the overall rental rates

of the investment properties had

been reduced, oc

1cupo ncy rate

was maintained at the

satisfactory level in
Centre remained ¢
occupancy rate @
at the year end.

Subseguent to the

which Paul V.
ot an

t around 94%

i
[

year end, the

Group has disposed of its entire
interest in In-Zone at
approximately its ¢arrying value

of some HKS$60 millL

|
|
|

ion.

VRIVAN'S $T¢/QCEMENT (Continued)

Sowner

Downer reported a revenue
of A$2,680 million (HK$14,579
million) and A$1,542 million
(HX$8,388 million) and a net
profit affer tax of AS67 million
(HK$364 million) and AS25
million (HK$136 million) for the
year ended 30th June, 2003
and six months ended 31st
December, 2003 respectively.
During the year, the Group
has arranged for placing of in
aggregate of approximately
28.75 millicn ordinary shares in
Downer (adjusted by the
consolidation of four ordinary
shares in Downer info one
ordinary share in Downer on
28th November, 2003) to
independent third parties
which raised, before tax and
expenses, approximately
AS$104.1 million (HK$587.8
million). In addition, the
preference shareholders of
Downer have exercised their
rights to convert the
preference shares to 32.5
million ordinary shares in
Downer. The Group’s
shareholding in Downer is
maintained at 21.3% as af 31st
March, 2004.

Downer provides
comprehensive engineering
and infrastructure
management services to the
public and private power, rail,
road, telecommunications,
mining and minerals
processing sectors in Australia,
New Zealand, Asia and the
Pacific. Its business consists of
four main principal activities
that have common core
competencies. These core
competencies include value-
adding skills in design, project
and facilities management,
operations and maintenance
to provide clients with single
source solutions.

With a heailthy work load and
highly capable management
team, Downer is well positioned
to capture aftractive opporfunity
throughout the Asia Pacific
Region.

Chring Siretegic

During the year, the Group and
Hanny Heldings Limited ("Hanny™)
made a volunfary conditional
general cash offer for the shares
and warrants of China Strategic,
other than those owned by the
Group and Hanny and parties
acting in concert with them and
to cancel all the outfstanding
share options of China Strategic.
Upon the closure of the offer in
September 2003, the Group held
approximately 31.2% interest in
shares in China Strategic and as
a result, China Strateglic becomes
an associafte of the Group. Due
to some issues of ordinary shares
by China Strategic upon exercise
of warrants and share options,
the Group's shareholding in
China Strategic was diluted to
29.4% as at 31st March, 2004,

China Strategic is an investment
holding company. Through its
subsidiaries and associates, China
Strategic is engaged in the
manufacturing of batteries,
property investment,
manufacturing and marketing of
tires, and the business of
providing package four, fravel,
hotel operation and other related
services. For the year ended 31st
December, 2003, China Strategic
reported a turnover of some
HK$2,884 million and a loss of
some HK$190 million.

N T Y N AT P
E .02 RACIN AR Y

N )
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N SN F Y N7

The Group adopts a prudent
funding and treasury policy with
regord to its overall business
operations. A variety of credit
facilities is maintained to meet its
working capital requirements.
During the yecr, in view of the
strong cash inflow generated
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from partial disposal of interests in
Downer, the Group repaid and
reduced its bank borrowing by
HK$215 million. The remaining
loans of the Group bear interest
at market rates and are with
terms of repayment ranging from
one year to three years. As at
31st March, 2004, the Group’s
fotal borrowings amounted to
HK$561 million with HK$44 million
repayable within one year and
HK$517 million repayable affer
one year. Cash balances at 31st
March, 2004 amounted to HK$250
million.

As at the year end, all of the
Group’s borrowings bear interest
at floating rates and are
denominated in Hong Kong
dollars. The Group’s gearing ratio
decreased from 0.29 at last year
end to 0.20 which is calculated
based on the total borrowings of
HK$561 million and the Group's
shareholders’ funds of HKS$2,771
million,

Including the directors of the
Group, as at 31st March, 2004,
the Group employed a total of
approximately 1,230 full time
employees. Remuneration
packages comprised of salary
and year-end bonuses based on
individual merits. In appreciation
of our employees’ support and
contribution in our cost-cutting
regime throughout the past few
years, a bonus payment to
employees was paid during the
year. No share options were
granted or exercised during the
year.

e
RGeS

As at 31st March, 2004, certain of
the Group’s properties and
investment in securities with an
aggregate value of
approximately HK$669 milion and

CHAIRMAN’S STATEMENT (Continued)
|

the issued shares of certain
subsidiaries of the Company
have been pledged to banks
and financial institutions to
secure general credit facilities
granted to the Group.

As at the year end, the Group
has contfingent liabilities in
respect of outstanding
performance bonds on
construction contracts of HK$623
million.

During the year, Paul V.
Infrastructure division was
created with a view to deploy
the Group’s resources info the
infrastructure sector in China. In
March 2004, the Group acquired
at the consideration of HK$396
million, an effective interest of
54.06% in Yangkou Port in
Nantong City of the Jiangsu
Province. Yangkou Port is a bulk
handling deep sea port currently
under construction. Further
commitment of HK$125 million is
required to finance the initial
phase of development. In
addition to the concession
granted to operate the port for
50 years, Yangkou Port also owns
the marine rights fo reclaim 42
square kilometers of land for the
purpose of an industrial park
development, There is alsc an
option to develop an additional
15 square kilometers of reclaimed
land.

It is believed that with the
continued rapid growth of
China’s economy, it is vital that
larger deep water and river port
facilities are developed and that
there is a substantial increase in
the logistic facilities available for
the handling and storage of
strategic raw materials and fuel
which are essential for the
sustained development of the
economy and its import and
export commodity trades. In
addition to recurring income from

the operation of this well sifed
and sizable facility in Yangkou
Port, the reclaimed land reserve
of up to 57 square kilometers
industrial land bank will also
contribute short and medium
land development income to the
Group. In order to build up an
effective logistic network, the
Group is also pursuing
opportunities 1o invest in sizable
river ports within the Yangtze
Delta region.

In March 2004, the Company
initiated a capital
recrganisation, asset and debt
restructuring proposal (the
“Skynet Restructuring Proposal”)
for Skynet (International Group)
Holdings Limited ("Skynet”), a
company whose shares are
listed on The Stock Exchange of
Hong Kong Limited (the "Hong
Kong Stock Exchange™). As part
of the Skynet Restructuring
Proposal, Paul Y. Construction
Group, which undertakes the
Group’s entfire engineering and
construction activities, will be
sold to Skynet at ¢ consideration
of HK$400 million which is to be
satisfied by Skynet issuing new
shares to the Company at an
issue price of HK$0.04 per share.
Further, approximately HK$94
million of claim held by the
Group against Skynet will be
capiftclised. Additional financial
resource of up to HK$145 million
will also be offered to Skynet in
the form of @ convertible loan
facility and an underwritten
share issue in an open offer by
Skynet. Upon completion of the
Skynet Restructuring Proposal,
the Group will become
interested in approximately
93.4% of the issued share capital
of Skynet and steps will be taken
fo reduce such holding to no
more than 75% in order to
maintain the listing position of
Skynet. Through Skynet, Paul Y.
Construction Group and the
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existing marble bJsiness of
Skynet will becom[‘e the Group’s
75%-owned subsidiary. Being
independently mo}noged and
financed, Paul Y. Construction
Group and Skynef‘will be poised
in a more efficienf' position o
pursue future growth
opportunities. The‘proposol is
expected to be completed in

October 2004.

During the year, 9,(%48,758 shares
were issued as a re‘sulf of exercise
of outfstanding woriron’rs (*2003
Warrants”) which confer rights to
the holders to subscribe for
approximately HKS)«SZ million in
cash for shares at a subscription
price of HKS0.40 pt;ar shares.
Together with another
272,584,224 shares ’issued by way
of scrip dividend, dggregate
282,232,982 shares ‘were issued
during the year. |

|

!

During the year, Thia remaining
2003 Warrants expi‘[ed and share
options over 16,100,000 shares at
a subscription pricé of HK$0.5552
per share lapsed o!nd were

cancelled. ;

As at the period eerd, there were
1.345,249,019 shares in issue. Save
as disciosed above, there was no
movement in the is‘sued share

capital during the ‘period.
|

_

The board of directors has
resolved to recommend the
payment of a final|dividend of
1.5 cent per share for the year
ended 31st March,| 2004 (2003:
1.0 cent per share) to
shareholders whose names
appear on the Company’s
register of members as at the
close of business on 6th October,
2004, The final dividend is

expected to be po‘id to

shareholders by po‘sT on or

around 29th OcTo?er, 2004,

i
|
|

N7 (continued)

The board of directors has also
proposed that the final dividend
should be satisfied by way of a
scrip dividend of shares, with an
option o elect cash in respect of
part or all of such dividend. The
market value of the shares to be
issued under the scrip dividend
proposal will be fixed by
reference to the average of the
closing prices of the Company’s
shares for the three consecutive
frading days ending 6th October,
2004 less a discount of five per
cent. of such average price or
the par value of shares,
whichever is the higher. The
proposed scrip dividend is
conditional upon the Hong Kong
Stock Exchange granting listing
of, and permission to deal in, the
new shares 1o be issued and the
passing at the forthcoming
annual general meeting of the
Company of an ordinary
resolution to approve the final
dividend. A circular giving full
details of the scrip dividend
proposal and a form of election
will be sent to shareholders.

During the year ended 31st
March, 2004, there were no
purchases, sales or redemptions
by the Company, or any of its
subsidiaries, of the Company’s
listed securities.

In the past & years, the Group
successfully managed its way
through the economic downturn
in Hong Kong and came out with
a more focused business strategy
and much stronger balance
sheet.

Paul Y. Construction Group has
subdued the impact from a
depressed Hong Kong market and
is now on an uptrend. It is now

ready to pursue its growth strategy
in China and the regional market
under its own roof.

Paul Y. Property managed to
divest ifs non-core properties and
is now enjoying healthy recurring
rental income from its only major
asset, which being the Group’s
headquarters - Paul Y, Centre in
Kwun Tong, Kowloon,

Downer will continue to be a
significant contributor to the
Group. The investments and
business of China Strategic will
provide long-term benefits in
China.

Paul Y. Infrastructure, having a
strategic focus in the
fransportation and energy sector,
will not only capfure the benefit
from the sustained high growth
economy in China, but also
significantly enhance the overall
value of the Group.

Barring unforeseeable
circumstances, the Group is
poised fo meet the challenges
ahead.

On behalf of the board of
directors, | would like to take this
opportunity to express my
appreciation to the shareholders
for their support, to the
management and staff for their
dedicated efforts and to our
client, consultants and partners
for all their valuable assistance
offered during this past year.

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong. 23rd July, 2004
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Chan Kwok Keung, Charles, aged
49, is the Chairman of the
Company. Dr. Chan holds an
honorary degree of Doctor of
Laws and a bachelor’s degree in
civil engineering and has over 24
years’ internctional corporate
management experience in the
construction and property sectors
as well as in strategic
investments. He joined the Group
in 1987 and is responsible for its
strategic planning. Dr. Chan is the
chairman of ITC Corporation
Limited (*ITC") and Hanny
Holdings Limited ("Hanny "), both
of which are companies whose
shares are listed on The Stock
Exchange of Hong Kong Limited
(the "Hong Kong Stock
Exchange”), and China
Enterprises Limited, a company
whose shares are fraded on OTC
Bulletin Board in the U.S.A. Dr.
Chan is also the sole director of
Chinaview international Limited
("Chinaview”) and Galaxyway
Investments Limited
("Galaxyway”). Chinaview,
Galaxyway and ITC are
substantial shareholders of the
Company as disclosed in the
section headed “interests and
Short Positions of Substantial
Shareholders/Other Persons
recorded in the Register kept
under Section 336 of the SFO” in
the report of the directors. He is
the chairman and chief
executive officer of China
Strategic Holdings Limited
("China Strategic”) and an
executive director of Wing On
Travel (Holdings) Limited ("Wing
Oon™), both of which are
companies whose shares are
listed on the Hong Kong Stock
Exchange. Dr. Chan is also a non-
executive director of Downer EDI
Limited ("Downer”), a company

whose shares are listed on the
Australian Stock Exchange and
the New Zealand Stock
Exchange.

Lau Ko Yuen, Tom, aged 53, is the
Deputy Chairman of the
Company. Mr. Lau has over 31
years’ international corporate
management experience in the
construction industry. He joined
the Group in 1991 and is
responsible for its general
corporate development and
administration. Mr. Lau is the
deputy chairman of ITC and
Downer. He is also a director of
ITC Investment Holdings Limited
C'ITC Investment”) and Hollyfield
Group Limited (“"Hollyfield”) which
are substantial shareholder of the
Company as disclosed in the
section headed “Interests and
Short Positions of Substantial
Shareholders/Other Persons
recorded in the Register kept
under Section 336 of the SFO” in
the report of the directors.

Chan Fut Yan, aged &0, is the
Managing Director of the
Company. Mr. Chan has over 31
years’ experience in the local
construction field specialising in
site supervision, planning of works
and progress monitoring. He
joined the Group in 1987 and is
responsible for its general
management. Mr. Chan is an
executive director of ITC and a
director of ITC Investment and
Hollyfield.

Wong Wing Hoo, Billy, aged 46, is
the Deputy Managing Director of
the Company. Mr. Wong has over
23 years’ experience in the
construction field. He holds a
bachelor’'s degree in civil
engineering and is a visiting

professor of Central South
University, China. Mr. Wong is a
Registered Professional Engineer,
and a fellow member of The
Hong Kong Institution of
Engineers, The Hong Kong
Institution of Highways and
Transportation and The Instifution
of Highways and Transportation.
He Is also the President of the
Hong Kong Construction
Association, and a member of
the Provisional Construction
Industry Coordination Board. Mr.
Wong joined the Group in 1990
and is responsible for its
construction business operating in
Hong Kong, Mainland China and
overseas, He is an alternate
director to Dr. Chan Kwok Keung,
Charles, a non-executive director
of Downer,

Chau Mei Wah, Rosanna, aged
49, is an executive director of the
Company. Ms. Chau has over 24
years’ experience in international
corporate management and
finance. She holds a bachelor’s
degree and a master’s degree in
commerce and is a member of
the Hong Kong Society of
Accountants, the CPA Australia
and the Certified General
Accountants’ Association of
Canada. She joined the Group in
1991 and is responsible for ifs
general corporate development,
administration and overall
finance activities. Ms. Chau is the
managing director of ITC and an
executive director of China
Strategic. She is alsc a director of
ITC Investment, Hollyfield and
Burcon NutraScience
Corporation, a company whose
shares are listed on the TSX
Venture Exchange and the
Frankfurt Stock Exchange.




Annual Report 2604

3IOGRAPHEY @“ DIRECTORS (Continued)

Cheung Hon Kit, c!::ged 50, is an

executive director of the
Company. Mr. Cq‘eung
graduated from T‘he University of
London with a bdchelor of arts
degree. He has oEver 26 years’
experience in reo‘! estate

development, pr$per’ry

investment and corporate

finance. He has worked in key
executive posi’rior!m in various
leading property Bevelopmen’r
companies in Hong Koeng. Mr.
Cheung is the managing director
of Wing On, an executive
director of ITC and an non-
executive director of Hanny. He is
also a director of various
companies whose shares are
listed on the Hong Kong Stock
Exchange.
Law Man Wah, C&nrad, aged 44,
is an executive director of the
Company, Mr, Law has a Higher
Diploma in Structural Engineering.
He has over 21 yeprs’ experience
in the local and overseas
construction field |specializing in
foundation works and specialist
works, He joined Tpe Group in
1985 and is responsible for its
construction business specializing
in foundation works and specialist
works operating ir‘w Hong Kong
and overseas.

Lee Hon Chiu, aged 42, is an
exacutive direc’roi of the
Company. Mr. Lee has over 17
years’ experience| in audifing,
accounting and financial
management. He|holds a
bachelor’s degreg in business
administration and is @ member
of the Hong Kong|Society of
Accountants, a fellow member of
the Association of|Chartered
Certified Accountants and also a
certified public accountant in

Hong Kong. He joined the Group
in 1993 and is responsible for its
finance and accounting
functions.

Cheung Ting Kau, Vincent, aged
62, has been an independent
non-executive director of the
Company since 1993. Mr. Cheung
is a practising solicitor and the
senior partner of the firm of
solicitors, Vincent T.K. Cheung,
Yap & Co. He obtained a
bachelor of laws degree from
University College, London and
was admitted as a solicitor in the
United Kingdom in 1970 and in
Hong Kong in 1972, Mr. Cheung is
an executive director of Jade
Dynasty Food Culture Group
Limited and an independent non-
executive director of Gold Peak
Industries (Holdings) Limited and
Techftronic Industries Company
Limited, all of which are
companies whose shares are
listed on the Hong Kong Stock
Exchange.

Kwok Shiu Keung, Ernest, aged
68, has been an independent
non-executive director of the
Company since 1993. Mr. Kwok is
a practising solicitor, a chartered
civil engineer and a practising
arbitrator. He was for more than
26 years a registered structural
engineer and an authorised
person (List 1) under the Buildings
Ordinance. Mr. Kwok is a member
of the Institution of Civil
Engineers, United Kingdom, a
fellow member of the Chartered
institute of Arbitrators, United
Kingdom and a fellow membper of
the Hong Kong Institute of
Arbitrators.
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DIRECTORS’ RZPORT

The directors present their annual report and the audited financial statements of the Group and the Company for
the year ended 31st March, 2004, :

PRINCIPAL ACTIVITIES

The Company is an investment holding company.

The activities of its principal subsidiaries, associates and jointly controlied enftities at 31st March, 2004 are set out in
note 43 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company for the year ended 31st March, 2004 are set out in the
consolidated income statement on page 21 of the annual report and in the accompanying notes to the financial
statements.

An interim dividend of 1.0 cent per share amounting to HK$10,937.000 and a specicl dividend of 29.0 cents per
share amounting to HK$317,174,000 were paid to the shareholders during the year. The directors recommend the
payment of a final dividend of 1.5 cent per share in scrip form with a cash opfion to shareholders whose names
appear on the register of members on 6th October, 2004, amounting to approximately HK$20,179,000. Details of
the dividends are set outf in note 11 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st March, 2004, the five largest customers and the single largest customer of the Group
accounted for approximately 78% and 28% of the turnover of the Group. respectively. The aggregate purchases
attributable to the five largest suppliers of the Group during the year were less than 30% of the purchases of the
Group.

As far as the directors are aware, certain directors and/or their associates, within the meaning of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Hong Kong Stock
Exchange™) (the “Listing Rules”), have an interest of less than 1% in shares and/or equity derivatives of three of the
five largest customers of the Group for the year ended 31st March, 2004,

Save as disclosed above, as far as the directors are aware, none of the directors, their associates, within the
meaning of the Listing Rules, or those shareholders which to the knowledge of the directors own more than 5% of
the Company’s share capital have an interest in any of the five largest customers of the Group for the year ended
31st March, 2004,

LIQUIDITY AND CAPITAL RESOURCES

The Group currently maintains a variety of credit facilities to meeft its working capital requirements. At 31st March,
2004, the Group's total borrowings amounted to approximately HK$561,048,000 with approximately HKS$44,048,000
repayable within one year, approximately HK$217,000,000 repayable between one fo two years and

approximately HK$300,000,000 repayable between two to five years. Cash, bank balances and deposits at 31st
March, 2004 amounted to approximately HK$250,255,000. The Group’s current ratio was 1.6 and the long term debt
to equity rafio was 0.2 at 31st March, 2004,

INVESTMENT PROPERTIES

The investment properties of the Group were revalued on 31st March, 2004. The aggregate deficit on revaluation
of the properties amounting to approximately HK$14,000,000 has been charged to the income statement.

Details of these and other movements in the investment properties of the Group during the year are set out in note
13 to the financial statements.
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PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$9,859,000 on property, plant and equipment to expand and
upgrade its operating capacity. In addition, a motor vessel of approximately HK$53,758,000 was acquired as a
result of the acquisition of a subsidiary.

Details of these and other movements in the property, plant and equipment of the Group during the year are set
ouft in note 14 to the financial statements.

MAJOR PRCPERTIES

Particulars regarding major properties of the Group at 31st March, 2004 are set out on page 69 of the annual
report.

SHARE CAPITAL AND WARRANTS

Details of moveméms in the issued share capital and the warrants (*2003 Warrants”) of the Company during the
year are set out in notes 30 and 31 to the financial statements, respectively.

SHARE OPWON§

Particulars of the ¢ompcny’s share option schemes are set out in note 32 to the financial statements.

|
The following Tobl:e discloses movements in the Company’s share options during the year:

Number of shares of the Company to be issued
upon exercise of the share options

Exercise price Outstanding at ‘ Lapsed during Outstanding at
Name of directot Date of grant pet share 1.4.2003 the year 31.3.2004
HK$
Lau Ko Yuen, Tom | 17.12,1999 0.5552 5,000,000 (5,000,000) -
Chan Fut Yan 17.12.1999 0.5552 5.000,000 (5.000,000) -
|
Chau Mei Wah, Rosanna 17.12.1999 0.5552 6,100,000 (6.100,000) -

16,100.000 {16,100,000) -

i
!

All the options gro;med were lapsed during the year.

DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Executive directors

Chan Kwok Keung! Charles (Chairman)

Lau Ko Yuen, Tom (Deputy Chairman)

Chan Fut Yan (Managing Director)

Wong Wing Hoo, Billy (Deputy Managing Director)

Chau Mei Wah, Rosanna
Cheung Hon Kit E
Law Man Wah, Co:nrcd
Lee Hon Chiu i

|

Independent non-:execuﬁve directors

Cheung Ting Kau, ;\/incent
Kwok Shiu Keung, Ernest
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In accordance with Clauses 87(1) and 87(2) of the Company’s bye-laws, Mr. Lau Ko Yuen, Tom and Ms. Chau Mei
Wah, Rosanna retire by rotation, and are eligible for re-election, at the forthcoming annual general meeting.

The term of office of each non-executive director is the period from the date of appointment up to his retirement
by rotation in accordance with the Company’s bye-laws.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the forthcoming annual general meeting has a service contfract
with the Group which is not determinable by the Group within one year without payment of compensation, other
than statutory compensation.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES

At 31st March, 2004, the intferests and short positions of the directors and chief executives of the Company in the
shares, underlying shares and debentures of the Company or any associated corporation (within the meaning of
Part XV of the Securities and Futures Ordinance ("SFO”)), as recorded in the register of the Company required to
be kept under Section 352 of the SFO or as otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code for Securifies Transactions by Directors of Listed Companies (the “Model
Code”) in the Listing Rules were as follows:

m Interests and short positions in the shares, underlying shares and debentures of the Company
Approximate
percentage
of the existing
Number of issued share
Long position/ shares of the capital of
Name of director Capacity short position Company held the Company
Chan Kwok Keung, Charles Interest of controlled Long position 740,668,056 55.06%
corporation/interest
of concert party (Note)
Chan Kwok Keung, Charles Beneficial owner Long position 11,603,952 0.86%
Cheung Hon Kit Beneficial owner Long position 400 0.00%
Law Man Wah, Conrad Beneficial owner Long position 6,445 0.00%

Note: Dr. Chan Kwok Keung, Charles was deemed fo be interested in 740,668,056 shares in the Company by virtue of his
deemed interest in approximately 33.58% of the issued ordinary share capital of ITC Corporation Limited ("ITC”)
which in turn owned the entire issued share capital of ITC Investment Holdings Limited ("TC Investment”). Hollyfield
Group Limited ("Hollyfield™), a wholly-owned subsidiary of ITC Investment, owned these shares.

Pursuant to a loan agreement dated 28th October. 2002 between ITC as borrower and Dr, Chan Kwok Keung,
Charles as lender (*Concert Party Agreement”), Dr. Chan Kwok Keung, Charles has interest of concert party in
490,427,231 shares in the Company out of the aforesaid 740,668,056 shares in the Company held by Hollyfield.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES
(Continued)

———

(2) interests Pnd short positions in the shares, underlying shares and debenture of ITC

Number of
; underlying shares Approximate
\ (in respect of the percentage
| Number of convertible of the existing
1 ordinary notes (unlisted issued ordinary
\ Long position/ shares of equity derivatives)) share capital
Name of dir‘ledor Capacity short position ITC held of ITC held of TC
Chan Kwok}Keung, Interest of controlled Long position 219,681,911 - 33.58%
Charles corporation (Note a)
Chan Kwok ’Keung, Beneficial owner Long position - 833,333,333 127.36%
Charles | (Note b)
|
Notes: \’
a. Dr. ’Chon Kwok Keung, Charles was deemed to be interested in 219,681,911 ordinary shares in ITC by virtue of his

shareholding in Chinaview International Limited ("Chinaview"). Galaxyway Investments Limited ("Galaxyway”), a
wh?lly—owned subsidiary of Chinaview, owned these shares.

\

i
b, Dr. ?hon Kwok Keung, Charles owned convertible notes issued by ITC in the principal amount of HK$250,000,000
corr‘ying rights to convert into 833,333,333 ordinary shares in ITC at an initial conversion price of HKS$0.30 per share,

sub}‘ect to adjustment,
|

(3) Interests cind short positions in the shares, underlying shares and debentures of China Strategic Holdings

Limited (“(i:hincl Strategic”)

Approximate

|
|
\

percentage

of the existing

Long position/ Number of shares of  issued share capital

Name of dire‘\ctor Capacity short position China Strategic held of China Strategic
|

Chan Kwok Keung, Charles Interest of controlled Long position 258,819,795 29.36%

corperation (Note)
|
Note: Dr. Chan Kwok Keung, Charles was deemed to be interested in 258,819,795 shares in China Strategic by virfue of his
deer“ned inferest in 55.06% of the issued share capital of the Company. Calisan Developments Limited, an indirect
wholly-owned subsidiary of the Company, owned these shares.
i

ITC and China STr’gTegic are associated corporations, within the meaning of Part XV of the SFO, of the Company.

Save as disclosed|above, at 31st March, 2004, none of the directors or chief executives of the Company had any
interest and short [positions in the shares, underlying shares and debentures of the Company or any associated
corporation {within the meaning of Part XV of the SFO) as recorded in the register of the Company required to be
kept under Section 352 of the SFO or as otherwise nofified to the Company and the Hong Kong Stock Exchange
pursuant to the M\ode! Code.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

Interests of directors of the Company in competing businesses at 31st March, 2004 required to be disclosed
pursuant fo Rule 8.10 of the Listing Rules were as follows:

Name of director Name of company Nature of competing business Nature of interest

Chan Kwok Keung, Charles Wing On Travel (Holdings) Limited Praperty business in Hong Kong As a director of Wing On
("Wing On”) and its subsidiaries

China Strategic and its subsidiaries Property business in the PRC As the chairman and

chief executive officer

of China Strategic

Chau Mei Wah, Rosanna China Strategic and its subsidiaries Property business in the PRC As a director of China Strategic
Cheung Hon Kit Wing On and its subsidiaries Property business in Hong Keng As the managing director
of Wing On

Universal Engineering & Construction Holds indirect shareholding

Construction Lid ("Universal”) interest in Universat

Silver City Limited ("Silver City") Property business in Hong Kong As a director and shareholder

of Sitver City

Co-forward Development Property business in Hong Kong As a director and shareholder

Limited ("Co-Forward”) of Co-Forward

China Development Limited Property business in Hong Kong As a director and shareholder

("China Development”) of Ching Development

Asia City Holding Limited (*Asia City”) Property business in Hong Kong As a director and shareholder

of Asia City

The changes in details of the directors’ Interests in competing businesses previously disclosed in the annual report
of the Company for the vear ended 31st March, 2003 (*Annual Report 2003") were set out below:

1. The name of Ananda Wing On Travel (Holdings) Limited was changed to Wing On Travel (Holdings) Limited
during the year,

2. Dr. Chan Kwok Keung, Charles ceased 1o be a substantial shareholder of SMI Corporation Limited ("SMI™)
(formerly known as Star East Holdings Limited) with effect from 28th February, 2004, which had competing
business of property business in Hong Kong and the PRC as disclosed in the Annual Report 2003;

3. Mr. Chan Fut Yan resigned as the vice chairman of China Velocity Group Limited ("China Velocity”)
(formerly known as Rosedale Hotel Group Limited) with effect from 9th January, 2004, which had competing
business of property business in the PRC as disclosed in the Annual Report 2003;

4, Ms. Chau Mei Wah, Rosanna resigned as a director of China Velocity with effect from 9th January, 2004 and
retired as a director of SMI with effect from 4th September, 2003; and

5. Mr. Cheung Hon Kit was appointed as the managing director of Wing On with effect from 9th October, 2003
and resigned as the executive vice chairman of China Velocity with effect from 9th January, 2004,
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES (Continued)

Having considered the nature, size and scope of the above businesses, the directors of the Company believe that
there is unlikely to|be any significant competition with the businesses of the Group.

Save as disclosed jabove, none of the directors of the Company is interested in any business apart from the
Group’s businesses which competes or is likely to compete, either directly and indirectly, with the businesses of the
Group.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed junder the section headed “"Connected Transactions” below, no contracts of significance to
which the Company or any of its holding companies or fellow subsidiaries or subsidiaries was a party and in which
a director of the Company had a material interest, whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

CONNECTED TéANSACTIONS

During the year, the Group entfered into transactions with certain associates of ITC, a substantial shareholder of the
Company. Dr, Chcgn Kwok Keung, Charles, Mr. Lau Ko Yuen, Tom, Mr. Chan Fut Yan, Ms, Chau Mei Wah, Rosanna
and Mr. Cheung Hon Kit, directors of the Company, are also directors of [TC. The transactions include purchase of
building moferiols,‘ rental and related building management fee charged by the Group and the aggregate
amount for each "c!css of transaction Is below HKS$1 million.

INTERESTS AND' SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS/OTHER PERSONS RECORDED
IN THE REG!STE‘R KEPT UNDER SECTION 336 OF THE SFO

At 31st March, 2004, so far as is known o the directors and the chief executives of the Company, the interests and

short positions of T‘he substantial shareholders/other persons in the shares and underlying shares of the Company as
recorded in the register required to be kept under Section 336 of the SFO were as follows:

(4)] Interests ar;1d short positions of substantial shareholders in the shares and underlying shares of the Company

i

‘ Approximate
[ percentage
|

Number of of the existing
{ Long position/ shares of the issued share capital
Name of shor(eholder Capacity short position Company held of the Company
Chan Kwok Keung, Charles Interest of controlled Long position 740,668,066 55.06%
corporation/interest
of concert party (Note)
Chan Kwok Kieung, Charles Beneficial owner Long position 11,603,952 0.86%
Ng Yuen Lan, Macy Interest of spouse (Nofe) Long position 752,272,008 55.92%
Chinaview Interest of controlled Long position 752,272,008 55.92%
[ corporation (Note)
|
Galaxyway (‘ Interest of controlled Long position 752,272,008 55.92%
‘ corporation (Notfe)
Imc Interest of controlled Long position 752,272,008 55.92%
corporationfinterest
i of concert party (Note)
ITC Investment Inferest of controlled Long position 740,668,056 55.06%
corporation (Note)
|
Hollyfield | Beneficial owner (Note) Long position 740,668,086 55.06%
Aeneas Caopital Mancgement Investment manager Long position 170,000,000 12.64%

LP as Investment Manager
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M Interests and short positions of substantial shareholders in the shares and underlying shares of the Company
(Continued)

Note: Hollyfield, a wholly-owned subsidiary of ITC Investment which was, in turn, a wholly-owned subsidiary of ITC, owned
740,668,056 shares in the Company. Galaxyway, a wholly-owned subsidiary of Chinaview, owned 33.58% of the
issued ordinary share capital of ITC. Dr. Chan Kwok Keung, Charles owned the entire issued share capital of
Chinaview. ITC Investment was deemed to be interested in the said 740,668,056 shares in the Company held by
Hollyfield. Ms. Ng Yuen Lan, Macy, the spouse of Dr. Chan Kwok Keung, Charles, was deemed to be inferested in
the said 740,668,056 shares in the Company held by Hollyfield and 11,603,952 shares in the Company held directly
by Dr. Chan Kwok Keung, Charles,

Pursuant to the Concert Party Agreement, Dr. Chan Kwok Keung, Charles had interest of concert party in
460,427,231 shares in the Company out of the aforesaid 740,668,056 shares in the Company held by Hollyfield. Also,
pursuant to the Concert Party Agreement, ITC had interest of concert party in 502,031,183 shares in the Company
out of the aggregate of the aforesaid 740,668,056 shares in the Company held by Hollyfield and 11,603,952 shares
in the Company held directly by Dr. Chan Kwok Keung, Charles. Galaxyway and Chinaview were deemed to be
interested in 752,272,008 shares In the Company, of which ITC had interest of controlled corporation and interest of
concert party.

(2) Interests and short positions of other persons in the shares and underlying shares of the Company
Approximate
percentage
Number of of the existing
Long position/ shares of the issued share capital
Name of person Capacity short position Company held of the Company
Deutsche Bank Security interest Long position 183,992,000 13.68%

Aktiengesellschaft

Save as disclosed above, at 31st March, 2004, the Company has not been notified of any interest or short position
in the shares and underlying shares of the Company as recorded in the register of the Company required to be
kept under Section 336 of the SFO.

RETIREMENT BENEFIT SCHEMES

Information on the Group’s retirement benefit schemes is set out in notes 6(b) and 37 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to existing shareholders although there are no
restrictions against such rights under the laws of Bermuda.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has complied throughout the year ended 31st March, 2004 with the
Code of Best Practice as set out in Appendix 14 of the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company's listed securities.
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DONATIONS
During the year, fhEe Group made charitable and other donations of approximately HK$16,000.

i
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DISCLOSURE PURSUANT TO RULES 13.20 AND 13.22 OF THE LISTING RULES

|
The following disclc{f)sure is made by the Company pursuant to Rules 13.20 and 13.22 of the Listing Rules:

m Advances 19 entities
i

Pursuant to Rule 13.20 of the Listing Rules, the details of the advances ("Advances”) to and trading
balances dlie from entities as at 31st March, 2004, which individually exceed 8% of one or more of the
relevant pe‘centage ratios as set out in Rule 14.07 of the Listing Rules are as follows,
|
| Amount of Amount of
Entities Advances trading balances Total Interest rate
(HK$'000) (HK$"000) (HK$"000)
Hanny Holdings Limited, its subsidiaries and its 149,361 - 149,361 Prime rate + 2%
affiliated companies, excluding China Strategic
i
|
China Strategic, its subsidiaries and its affiliated 175,700 1,636 177,336 Prime rate + 2%
companies; excluding China Velocity
and Wing On
China Velocity, its subsidiaries and its affiliated 131,702 641 132,343  Prime rate + 0.25%
companies (Note)
Wing On, its subsidiaries and its afflliacfed companies 87,879 1,850 89,729 Prime rate + 2%
Bongear Enterprises Limited ("Bongear”) 80,206 - 80,206 Prime rate + 1%
Banyan Profits Limited 69,869 - 69,869 Prime rate - 2%
\
Nofe: Amount repayable by instalment with final maturity on 30th June, 2005.

The omounﬂs are unsecured and, except as otherwise stated in the note above, are repayable on demand.
|

The Group édvcmced the monles to these entifies for their general working capital purpose in return of

interest income and establishing and maintaining a business and investment relationship with them.
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DISCLOSURE PURSUANT TO RULES 13.20 AND 13.22 OF THE LISTING RULES (Continued)

M

¢}

Advances to entities (Continued)

In addition, as at 31st March, 2004, the Group has the following frading balances including retention monies
("Trade Receivable”) due from three trade customers, their subsidiaries and their affiliated companies,
which individually exceed 8% of one or more of the relevant percentage ratios as set out in Rule 14.07 of
the Listing Rules:

Amount of Trade Receivable

(HK$ 000)
Cyber-port Limited 318,228
Cheung Kong (Holdings) Limited, its subsidiaries and its affiliated companies (Nofe) 230,887
Hutchison Whampoa Limited, its subsidiaries and its affiliated companies (Note) 173,793

Note: This includes the Trade Receivable from Hutchison Whampoa Limited and its subsidiaries in the sum of
approximately HK$96,087,000.

The Trade Receivable, which is unsecured, interest free and with payment terms ranging from 30 days to 90
days, is mainly arose from construction services rendered by the Group o the relevant customer.

Financial assistance given to and trading balances due from affiliated companies

Detdails of the financial assistance given to and frading balances due from the Company’s affiliated
companies as at 31st March, 2004, which in aggregate exceed 8% of one or more of the relevant
percentage ratios as set out in Rule 14.07 of the Listing Rules are as follows:

Percentage Amount of financial Amount of
Affiliated companies of interest assistance given trading balance Total
(%) (HKS’000) (HK$'000) (HK$°000)
China Strategic and its subsidiaries 29.4 175,700 (Note) 636 176,336
Bongear 45.0 80,206 (Note) - 80,206
PaulY. - Penta-Ocean Joint Venture 50.0 2,000 - 2,000
lcfox International Limited and 27.3 3.000 1,677 4,677
its subsidiaries
Domain - Paul Y. Sdn. Bhd. 49.0 - 1,506 1,506
DL & PY JV Limited 50.0 - 210 210
Downer EDI Limited and
its subsidiaries 21.3 - 14 14
260,906 4,042 264,948

Note: The amounts are interest bearing at the prime rate plus a margin ranging 1% to 2%

The amounts have no fixed repayment dates, are unsecured and, except as otherwise stated in the note
above, are interest free.
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DISCLOSURE P}URSUANT TO RULES 13.20 AND 13.22 OF THE LISTING RULES (Continued)

(2) Financial ?ssistance given fo and trading balance due from affiliated companies (Continued)

Pursuant to Rule 13.22 of the Listing Rules, the pro-forma balance sheet of the affiliated companies and the
Group’s attributable interest in these offiliated companies based on their latest financial statements
available are presented below:

|

!\ Pro-forma combined The Group’s

| balance sheet attributable interest

i (HK$'000) (HK$'000)

|

|
Non-current assets 6,681,582 1,525,948
Current assets 7.419,626 1,685,767
Current ligbilities 4,471,112 (1,002,236)
Non-current liabilities (3.306,263) (724,487)
Minority interests (250,160) (73,447
Net assets 6,073,673 1,411,545

|
AUDITORS 1
Messrs. Deloitte Touche Tohmatsu have acted as cuditors of the Company for the past three years. A resolution will

be submitted to the annual general meeting to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the
Company.

|
|
|

On behaif of the Board
|
i
\
?

Dr. Chan Kwok Ke}ung, Charles
Chairman i

Hong Kong, 23rd July, 2004
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TO THE MEMBERS OF PAUL Y. - ITC CONSTRUCTION HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the financial statfements on pages 21 to 67 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company's directors are responsible for the preparation of financial statements which give a frue and fair
view. In preparing financial statements which give a frue and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those financial statements and to
report our opinion solely to you, as a body, in accordance with section 90 of the Bermuda Companies Act, and for
no other purpose. We do not assume responsibility fowards or accept liability to any other person for the contents
of this report.

BASIS OF OPINION

We conducted our audif in accordance with Statements of Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes examination, on & fest basis, of evidence relevant 1o the amounts and disclosures
in the financial statements. It also includes an assessment of the significant estimates and judgments made by the
directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to
the circumstances of the Company and the Group, consistently applied and adeguately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the financial
statements are free from material misstatement. In forming our opinion we also evaluated the overall adegquacy of
the presentation of information in the financial statements. We believe that our audit provides a reasonable basis
for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of the Company and the
Group as at 31st March, 2004 and of the profit and cash flows of the Group for the year then ended and have
been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong. 23rd July, 2004
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2004 2003
Noftes HK$'000 HK$'000
(restated)
Turnover

The Company and subsidiaries 3,382,466 3,636,182
Share of asscciates and jointly controlled entities 4,790,806 3,965,982
8,173,272 7,602,164
Group turnover 3,382,466 3.636,182
Cost of sales (3,284,544) (3.612,284)
Gross profit 97,922 23,898
Administrative expenses (123,705) (171.516)
Loss on disposal of discontfinued operations 5 - (1.701)
Impairment loss on property, plant and equipment - (110,327)
Loss from operations 6 (25,783) (259,646)
Finance costs 7 (9,829) (25.794)
Investment expenses - net 8 (13,785) (32.036)
Deficit arising on revaluation of investment properties (14,000) (99,392)
Loss on disposal oflinvestment properties (2,152) -
Allowance for amounts due from associates (21,526) (13,964)
Gain (loss) on disposal and dilution of interests in associates 152,863 (4.665)
Share of results of associates 133,704 112,859
Share of results of jointly confrolled entities 2,074 5,920
Profit (loss) before taxation 208,566 (316,718)
Taxation ‘ 10 (45,678) (37.809)
Profit (loss) before minority interests 162,888 (354,527)
Minority interests 739 498
Profit (loss) for the year 163,627 (354,029)
Dividends ‘ 1 348,290 21.218

Earnings (loss) per share 12
Basic HK$0.146 HK$(0.340)
Diluted HK$0.142 HK$(0.342)
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CONSOUZATED BALANCE §1131
2004 2003
Notes HK$'000 HK$ 000
(restated)
NON-CURRENT ASSETS
Investment properties 13 515,000 572,608
Property, plant and eguipment 14 417,633 458,156
Goodwill 15 13,831 16,136
Interests in associates 17 1,426,708 953,251
Interests in jointly confrolled entities 18 14,817 8,743
Other long term investments 19 15,481 15,481
Investments in securities 20 1,481 653,686
Amount due from a related company 21 - 168,308
Unsecured loans receivable 22 50,000 -
Deferred tax assets 29 2,714 4,165
2,457,665 2,850,534
CURRENT ASSETS
Amounts due from customers for contract works 23 273,210 200,934
Debtors, deposits and prepayments 24 1,212,340 1,073,857
Amounts due from related companies 21 238,770 277,195
Amounts due from associates 25 178,668 45,859
Unsecured loans receivable 22 196,215 155,697
Investments in securities 20 . 39,374 26,527
Taxation recoverable 15,831 6,457
Short term bank deposifs 24,824 210,963
Bank balances and cash 225,431 25,133
2,404,663 2,022,622
CURRENT LIABILITIES
Amounts due to customers for contract works 23 456,140 494,855
Creditors and accrued expenses 26 856,298 775,761
Amounts due to associates 25 96,273 10,113
Amounts due to jointly controlled entities 25 55,584 69,343
Taxation payable 1,056 4,503
Bank borrowings - due within one year 27 44,048 144,423
1,509,399 1,498,998
NET CURRENT ASSETS 895,264 523,624
TOTAL ASSETS LESS CURRENT LIABILITIES 3,352,929 3,374,158
MINORITY INTERESTS 10,448 15,560
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COXNSCL DA = SEZE7 (Continued)
2004 2003
Notes HK$'000 HK$'000
(restated)
NON-CURRENT LIABILITIES
Bank borrowings - due after one year 27 517,000 637,175
Provision for long service payments 28 1,727 1,727
Deferred tax liabilities 29 52,882 61,165
571,609 700,067
NET ASSETS ‘ 2,770,872 2,658,531
CAPITAL AND RESERVES
Share capital 30 134,525 106,302
Reserves 2,636,347 2,552,229
SHAREHOLDERS’ FUNDS 2,770,872 2,658,531

The financial statements on pages 21 to 67 were approved and authorised for issue by the Board of Directors on
23rd July, 2004 and are signed on its behalf by:

Chan Fut Yan Chau Mei Wah, Rosanna

Managing Director Director
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2004 2003
Notes HK$°000 HK$000
NON-CURRENT ASSET
Interests in subsidiaries 16 3,036,455 3.236,330
CURRENT ASSETS
Deposits and prepayments 940 249
Loan to a subsidiary - due within one year 16 71,000 -
Bank balances 75 107
72,015 356
CURRENT LIABILITIES
Accrued expenses 740 691
Bank borrowings 27 1,992 12,352
2,732 13,043
NET CURRENT ASSETS (LIABILITIES) 69,283 (12,687)
NET ASSETS 3,105,738 3,223,643
CAPITAL AND RESERVES
Share capital 30 134,525 106,302
Reserves 33 2,971,213 3,117,341
SHAREHOLDERS' FUNDS 3,105,738 3,223,643

Chan Fut Yan
Managing Director

Chau Mei Wah, Rosanna
Director
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Share Share Special Capital Other  Translation Accumulated
capital premium reserve reserve reserve reserve losses Total
HK$'000 HK$'000 HK$'000 HK$"000 HK$'000 HK$*000 HK$°000 HK$'000
Af 1st April, 2002

As originally stated ‘ 103,675 214,846 124,933 3,126,941 - (90.313) (485,062) 2,995,030
Prior period adjustments (nofe 2) - - - - - - (47,757) (47,767)
As restated ‘ 103,675 214,846 124,933 3,126,941 - (90.313) (532,809) 2,947,273

Exchange differences arising
from translation of overseas
operations nof recognised in

consolidated income statement - - - - - 76,971 - 76,971
Issue of shares under scrip

dividend scheme 2,627 (2,627) - - - - - -
Credit arising on scrip dividends - - - - - - 5,724 5,724
Share Issue expenses - (188) - - - - - (188)
Realised on ditution of interest

in an associate - - - - - 3,638 - 3,638
Transfer - - - (646,941) - - 646,941 -
Loss for the year ‘ - - - - - S (54029)  (354.009)
Dividends paid - - - - - - (20,858) (20,858)
At 31st March, 2003 106,302 212,031 124,933 2,480,000 - (9.704) (255,031) 2,658,531
Exchange differences arising

from translation of overseas

operations - - - - - 142,847 - 142,847
Share of reserve of an associate - - - - 6,733 1,180 - 7.883
Net gain not recognised |n

consolidated income statement - - - - 6,733 143,997 - 160,730
Issue of shares under scrip

dividend scheme ‘ 27,258 (27,258) - - - - - -
Credit arlsing on scrip dividends - - - - - - 184,409 184,409
Exercise of warrants 945 2,895 - - - - - 3,840
Share issue expenses - (298) - - - - - (298)
Realised on disposal anddilution

of inferests in ossociote; - - - - 212) (50,937} - (51,149)
Profit for the year - - - - - - 163,627 163,627
Dividends paid - - - - - - (338,838) (338,838)

At 31t March, 2004 134,525 187,370 124933 2,480,000 6,521 83,356 (245,833) 2770872

The accumulatedilosses of the Group include accumulated profits of approximately HK$123,577,000 (2003:
HK$83,778,000) anid HK$12,821,000 (2003: HK$3,747.000) retained by the associates and jointly controlled entities of
the Group, respedctively.

The special reservé of the Group represents the difference between the nominal amount of the share capital and
share premium of ithe subsidiaries at the date on which they were acquired by the Group and the nominal amount

of the share capital issued as consideration for the acquisition.

Details of the capital reserve of the Group are set out in note 33.
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2004 2003
HK$’000 HKS 000

OPERATING ACTIVITIES
Loss from operations (25,783) (259,646)
Adjustments for:

Depreciation and amortisation of property, plant and equipment 71,666 78,095

Amortisation of goodwill 2,305 2,306

Impairment loss on property interests 1,496 -

Impairment loss on property, plant and equioment - 110,327

Write back of allowance for loans receivable - (1,000)

(Gain) loss on disposal of property, plant and equipment (3,312) 4,475

Loss on disposal of discontinued operations - 1,701

Provision for long service payments - 1,727
Operating cash flows before movements in working capital 46,372 (62,015)
Decrease in propertfies held for resale - 7,692
(Increase) decrease in amounts due from (to) customers for

contract works, net of attributable interest expenses and

depreciation and amortisation (101,929) 59,158
(Increase) decrease in debtors, deposits and prepayments (22,096) 313,123
Decrease (increase) in amounts due from related companies 10,801 (8,141
Decrease in amounts due from associates 20,667 11,016
Increase (decrease) in creditors and accrued expenses 8,351 (348,940)
Decrease in amounts due to related companies - Q1.467)
(Decrease) increase in amounts due to asscciates (23,092) 5,631
Cash used in operations (60,926) (23,943)
Hong Kong Profits Tax paid (11,822) (23.791)
Overseas tax paid (4,487) (5,330)
Dividends received from associates 52,648 35.682
Dividends received from a jointly controlled entity - 5,000
Hong Kong Profits Tax refunded - 1,340
NET CASH USED IN OPERATING ACTIVITIES (24,587) (11,042)
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2004 2003
Notes HK$'000 HK$'000
INVESTING ACTIVITIES
Proceeds from dispiosal of interest in an associate 573,107 -
Repayment of loans receivable 69,128 156,000
Proceeds from dispjosal of investment properties 47,056 3,900
Repayment from related companies 38,439 -
Proceeds from disp]bscﬂ of property, plant and equipment 30,798 12,908
Interest received 26,895 16,795
Proceeds from disposal of other investments 23,599 4,094
Repayment from ah associate 4,000 -
Repayment from aljointly controiled entity 3,000 -
Acgqguisition of interést in associates (96,559) -
Loans advanced T(j) related companies (86,881) (394,337)
Amounts odvcnced to associates (68,681) (3,000
Acquisition of subsidiaries, net of cash and
cash equivalents' acquired 34 (57,343) (103,000)
Additions to other investments (40,021) (28,431)
Additions to loans receivable (13,500) (21,857)
Additions to property, plant and equipment (9,859) (28,611)
Additions to investment securities - (6,033)
Proceeds from disposal of subsidiaries,
net of cash and cash equivalents disposed of 35 - 249,405
Redempftion of unlisted debt securities upon maturity - 100,000
Proceeds from disposal of investment securities - 9,429
Proceeds from disposal of other long term investments - 808
NET CASH FROM (USED IN) INVESTING ACTIVITIES 443,178 (172,930)
FINANCING ACTIVITIES
Repayment of bank loans (215,493) (351,918)
Dividend paid (154,429) (15,134)
Interest paid (14,883) (30,092)
Amount repaid to & jointly controiled entity (13,759 (22,351)
Loan (repaid to) Odvonced from minority shareholders (4,373) 1,744
Share issue expenses (298) (188)
Proceeds from issué of shares on exercise of warrants 3,860 -
Dividend paid to rﬁwinori‘ry shareholders of subsidiaries - (1.350)
New bank loans raised - 296,321
NET CASH USED IN FINANCING ACTIVITIES (399,375) (122,968)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 19,216 (306,940)
CASH AND CASH EQUIVALENTS BROUGHT FORWARD 213,991 520,931
CASH AND CASH EQUIVALENTS CARRIED FORWARD 233,207 213,991
ANALYSIS OF THE BALANCES OF CASH AND
CASH EQUIVALENTS
Short term bank deposits 24,824 210,963
Bank balances and cash 225,431 25,133
Bank overdrofts (17,048) (22,105)
233,207 213,991




S e v
Annual Repoit 2064 LN

GENERAL

The Company is an exempted company incorporated in Bermuda with limited liability, Its shares are listed
on The Stock Exchange of Hong Kong Limited (the "Hong Kong Stock Exchange”). Its ultimate hoiding
company is ITC Corporation Limited (*ITC”), a company also incorporated in Bermuda with its securifies
listed on the Hong Kong Stock Exchange.

The Company is an investment holding company. The activities of its principal subsidiaries, associates and
jointly controlled entities are set out in note 43.

ADOPTION OF STATEMENT OF STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted, for the first time, Statement of Standard Accounting Practice
("SSAP") No. 12 (Revised) "Income taxes” issued by the Hong Kong Society of Accountants. The principal
effect of the implementation of SSAP 12 (Revised) is in relation to deferred tax. In previous years, partial
provision was made for deferred tax using the income statement liakility 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 have been restated accordingly.

As a result of this change in policy, the accumulated losses at 1st April, 2002 has been increased by
HK$47,757,000 and the profit for the year has been decreased by HK$1,008,000 (2003: loss for the year
increased by HK$5,313,000),

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention, as modified for the
revaluation of investment properties and investments in certain securities, and in accordance with
accounting principles generally accepted in Hong Kong. The principal accounting policies adopted are as
follows:

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its
subsidiaries made up to 31st March each year.

The results of subsidiaries, associates and jointly controlled entities acquired or disposed of during the year
are included in the consolidated income statement from the effective date of acquisition or up to the

effective date of disposal, as appropriate.

All significant intercompany transactions and balances within the Group are eliminated on consolidation.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investment properties

Investment properties are completed properties which are held for their investment potential, any rental
income being negotiated at arm’s length. Investment properties are stated ot their cpen market values at
the balance sheet date. No depreciation is provided on investment propertfies except where the unexpired
term of the relevant lease, including the renewable period, is twenty years or less.

Any surplus br deficit arising on the revaluation of investment properties is credited or charged to the
investment ;jaroperfy revaluation reserve unless the balance of this reserve is insufficient to cover a deficit, in
which case the excess of the deficit over the balance of the investment property revaluation reserve is
charged tolthe income statement. Where a deficit has previously been charged to the income statement
and a revaluation surplus subsequently arises, this surplus is credited to the income statement to the extent
of the deficit previously charged. On disposal of an investment property, the balance of the investment
property revaluation reserve attributable to that property is transferred to the income statement.

Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation, amortisation and any idenftified
impairment lloss.

The cost of leasehold land is amortised over the remaining period of the relevant leases using the straight
line method.

The cost of buildings is depreciated over the remaining pericd of the relevant leases or fifty years,
whichever is shorter, using the straight line method.

Depreciation is provided to write off the cost of other assets over their estimated useful lives, using the
straight line Imethod, at the following rates per annum:

Plant and machinery 10%
Motor vehicles and vessels 10% - 20%
Furniture and fixtures 20%
Computer egquipment 33"/3%

In previous years, motor vehicles, furniture and fixtures were depreciated at 10% per annum. With effect
from 1st April, 2003, they are depreciated at 20% per annum which reflects the Group's previous experience
of the useful lives of its assets. The change in depreciation rate has increased the depreciation charge for
the year byiapproximately HK$14,215,000.

The gain or loss arising from disposal or retirement of an asset is determined as the difference between the
sale proceeds and the carrying amount of the asset and is recognised in the income statement.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in
the fair value of the identifiable assets and liabilities of a subsidiary or associate at the date of acquisition.

Goodwill is ¢apitalised and amortised on a straight line basis over its useful economic life. Goodwill arising
on the acquisition of an associate is included within the carrying amount of the associate. Goodwill arising
on the acquisition of a subsidiary is presented separately in the balance sheet.

On disposallof a subsidiary or associate, the attributable amount of unamortised goodwill is included in the
determination of the profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost, less any identified
impairment |oss.

Interests in associates

The consolidated income statement includes the Group’s share of the post-acqguisition results of its
associates for the year. In the consolidated balance sheet, interests in associates are stated af the Group's
share of the net assets of the associates plus the premium on acquisition in so far as it has not already been
written off or amortised, less any identified impairment loss.

Interests in jointly controlled entities

Joint venture arrangements which involve the establishment of a separate enfity in which each venturer has
an interest are referred to as jointly controlled entities.

The Group's interests in jointly controlled entities are included in the consolidated balance sheet at the
Group’s share of the net assets of the relevant jointly controlled entities, less any identified impairment loss.
The Group’s share of the post-acquisition results of joinfly confrolled enfities is included in the consclidated
income statement.

Investments in securities

Investments in securities are recognised on a trade-date basis and are initially measured at cost.

Investments other than held-to-maturity debt securities are classified as investment securities or other
investments.

Investment securities, which are securities held for an identified long term strategic purpose, are measured
at subsequent reporting dates at cost, as reduced by any impairment loss.

Other investments are measured at fair vaiue, with unrealised gains and losses included in net profit or loss
for the year.

Other long term investments

Other long term investments are stated at cost, less any identified impairment loss.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether
there is any indication that those assets have suffered an impairment loss. If the recoverable amount of an
asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced 10 its
recoverable amount, Impairment loss is recognised as an expense immedicately.

Where an impairment loss subsequently reverses, the carrying amount of the assef is increased to the
revised estimate of its recoverable amount, so far as the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment |oss is recognised as income immediately.
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SIGNIFICANT ACCOUNTING POLICIES (Confinued)

Construction contracts

When theioutcome of a construction contract can be estimated reliably, contract costs are recognised as
expenses by reference to the stage of completion of the contract activity at the balance sheet date on the
same basis as contract revenue. When the outcome of a construction contract cannot be estimated
reliably, contract costs are recognised as expenses in the period in which they are incurred. Provision is
made for foreseeable losses as soon as they are anticipated by management.

Where contract costs incurred to date plus recognised profit less recognised loss exceed progress billings,
the excess is shown as amount due from a customer for contract work., Where progress billings exceed
contract costs incurred to date plus recognised profit less recognised loss, the excess is shown as amount
due fo a c%‘usfomer for contract work.

Operating|lease

Rentals pdyable under operating leases are charged to the income statement on a sfraight line basis over
the terms of the relevant lecses.

Turnover

Turnover represents the fotal value of contract work certified and the gross proceeds received and
receivable from project management services in connection with confract work rendered by the Group,
revenue génerofed from hotel operatfions, property rental and related income, and gross proceeds
received dnd receivable from sale of property during the year.

Revenue recognition

Revenue from a construction contract is recognised on the percentage of completfion method, measured
by reference to the value of work certified during the year.

Revenue fiom hotel operations is recognised when services are rendered.,

Dividend income from investmenis is recognised when the Group’s right to receive payment has been
established.

Interest income is accrued on a time basls, by reference to the principal oufstanding and at the interest
rate applicable.

Rental income under operating leases is recognised on a straight line basis over the terms of the relevant
lecses.

Capitalisation of borrowing costs

Borrowing costs directly atftributable to the acquisition, construction or production of qualifying assets i.e.
assets Tho’r‘;necessorily take a substantial period of time to get ready for their intfended use or sale, are
capitalised as part of the cost of those assets. Capitalisation of such borrowing costs ceases when the
assets are substanfially ready for their intended use or sale. Investment income earned on the temporary
investment! of specific borrowings pending their expenditure on qualifying assets is deducted from the
borrowing costs capitalised.

All other barrowing costs are recognised as an expense in the period in which they are incurred.
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3.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

Retirement benefit costs

Payments to defined contribution retirement benefit schemes are charged as an expense or capifalised in
contracts in progress, where appropriate, as they fall due.

Taxation

Taxation represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxcable or
deductible in other years and it further excludes items that are never taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable on 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, and is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary
difference arises from goodwill (or negative goodwill) or from the initial recognition (other than in a business
combination) of other assets and liabilities in a fransaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries
and associates, and interests in joint ventures, except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foreseeable
future.

Deferred tax is calculated at the tax rates that are expected 1o apply in the period when the liability is
settled or the asset realised. Deferred tax is charged or credited in the income statement, except when it
relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in
equity.

Foreign currencies

Transactions in foreign currencies are translated at the rates ruling on the dates of the fransactions.
Monetary assets and liabilities denominated in foreign currencies are re-translated at the rates ruling on the
balance sheet date. Gains and losses arising on exchange are dealt with in the income statement,

On consclidation, the assets and liabilities of the Group’s operations oufside Hong Kong are franslated af
exchange rates prevailing on the balance sheet date. Income and expense items are translated at the
average exchange rates for the period. Exchange differences arising, if any, are classified as equity and
transferred to the Group’s translation reserve. Such translation differences are recognised as income or
expenses in the period in which the operation is disposed of.
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BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For monogiement purposes, the Group’s operations are currently organised into seven operating divisions
namely building construction, civil engineering, specialist works, construction materials, engineering and
infrcs‘rruc’rdre services, property leasing and sale of property. These divisions are the basis on which the
Group repc}ms its primary segment information.

In the opinion of the directors, the inclusion of the proportionate share of furnover of the associates and
jointly controlled entities is meaningful in providing a clearer indication of the Group’s activity.

Business sejgmem‘ information for the year ended 31st March, 2004 is presented below:

Engineering
and
Building Civil Specialist Conshuction infrastructure Property Sale of
construction  engineering works  materials services leasing property Others  Eliminations Consclidated
HKS 000 HK$000 HK$ 000 HKS'000 HK$'000 HK$'000 HK$'000 HK$ 000 HK$ 000 HKS'000
TURNOVER
External sales 2.418,339 463,440 448,849 3,448 - 48,390 - - - 3,382,466
Infer-segment sales 28,713 - 76,384 71.029 - 15,635 - - (191,761) -
2,447,082 463,440 525,233 74,477 - 64,025 - - (191,761) 3,382,466
Share of associates and
Jointly controlled entities 9.872 55,597 - 6,793 4,691,283 - - 21,291 - 4790806
Total ‘ 2,466,924 519,037 525,233 81,270 4,691,253 64,025 - 21,291 (191,761 8,173,272
RESULT
Segment result (10.122) (5.632) @ (492 - 14,89 - - (25,783)
Finonce costs 1 (9.829)
Investment expensés - net (13,785)
Deficit arising on realuation
of investment properties - - - - - (14,000) - - (14,000)
Loss on disposal of {nvestment
properties - - - - - (2152) - - 2152)
Allowance for amotnts due
from associates (21,526)
Gain (loss) on dispasat and dilution
of inferests in associates - - - - 171317 - - (18,454 162,863
Share of results of dssociates 334 (16) - 1793 174,239 - - (42.646) 133,704
Share of results ofjdfrmy
conirolied entliles - 9.074 - - - - - - 9.074
Profit before taxafin 208,566
Taxation (45.678)
Profit before m\'noriﬂy inferests 162,888
Minority inferests 739
Profit for the year 163,627

T

Inter-segment sales are charged at market price or, where no market price was available, at terms
determined and agreed by both parties.
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Business segments (Continued)

-~ (Continuod)

Engineering
and
Building Civil  Speciclist Construction infrastructure Property Sale of
construction  engineering works malerials services leasing property Others Consolidated
HK$"000 HK$"000 HK$'000 HK5'000 HKS"000 HKS"000 HK$°000 HK$°000 HK$"000
ASSETS
Segment assets 938,381 450,958 179,949 64,016 - 559,663 - - 2,192,967
Interests in associates 21,019 249 - 4,582 760,813 - - 640,045 1,426,708
Interests in jointly controlled entities - 14,817 - - - - - - 14,817
Unallocated corporate assefs 1,227,836
Total assets 4,862,328
LIABILITIES
Segment liabilities 775,262 297,904 99,633 31,295 - 22,636 - - 1,226,730
Unallocated corporate liabilities 854,278
Total liabitities 2,081,008
OTHER INFORMATION
Capital additions 2,374 992 2975 1,999 - 351 - 54,926 63,617
Amortisation of goodwil 2,305 - - - - - - - 2,305
Depreciation and amortisation
of property, plant and equipment 2141 6,415 21,072 6,544 - 11,430 - 8,802 75,674
Impairment loss on property interests - - - - - 1,496 - - 1,496
Loss on option agreement - - - - - - - 52,871 52,87

Impairment loss on listed
investment securities -

2,142 2142




—~

BUSINESS|AND GEOGRAPHICAL SEGMENTS (Continued)

Business segments (Continued)

Y (Continued)

During the year ended 31st March, 2003, the Group discontinued its hotel and catering operations at the
time of disposal of certain subsidiaries as detailed in note 5.

Business segmem information for the year ended 31st March, 2003 is presented below:

Discontinued
Continuing operafions operations
Engineering
and
Building Civii  Speciclist Construction infrastructure Property Saleof  Hotel and
construction  engineering works matericls services leasing property catering  Eliminations Consolidated
HK$"000 HK$'000 HKS'000 HK$'000 HK$'000 HKS°000 HKS'000 HKS 000 HK$°000 HK$'000
TURNOVER
Exfernal scles 2,232,876 556,794 720,304 14,488 - 55,733 8,340 48,647 - 3,636,182
Infer-segment sales| 47,016 127 103,722 45,472 - 19,846 - - (216,183) -
} 2,279,892 556,921 824,026 59,960 - 75,679 8,340 48,647 (216,183) 3,636,182
Share of associates|and
jointly controlled knfities 50,816 109,900 - 3,501 3,801,765 - - - - 3,965,982
Total 2,330,708 665,821 824,026 63,461 3,801,765 75,679 8,340 48,647 (216,183) 7,602,164
RESULT
Segment result (40,625) (56,002) (55,264 ) (21,324) - 25,749 209 (1.972) (149.319)
Impaiment loss on property,
plant and equipment (110,327}
Finance costs (25,794)
Investment expenses - net (32.036)
Deficlt arising on revaluation
of Investment prdpemes - - - - - (99,392) - - (99,392)
Allowance for amounts due
from associates (13,964)
Loss on dilution of interest
in an ossociate - - - - (4,665 ) - - - (4,665)
Share of results of dssocimes 2,404 (07) - 306 121,836 - - - 124,529
Share of results of jointly
controlled entities - 5920 - - - - - - 5.920
Impairment loss on inferest
in an associate (11.670)
Loss before taxation (316,718)
Taxation (37.809)
Loss before mmorityj interests (354,527)
Minority interests 498
Loss for the year (354,029)

Inter-segment sales are charged at market price or, where no market price was available, at terms

determined and agreed by both parties.
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COSN T B Continued)
4, BUSINESS AND GEOGRAPHICAL SEGMENTS (Confinued)
Business segments (Continued)

Discontinued

Centinuing operations operations
Engineering
and

Building Civil  Specicalist Construction infrastructure Property Sale of  Hotel and

construction  engineering works  materials services leasing property catering Othets Consolidated

HK$"000 HK$000 HK$'000 HKS000 HKS$*000 HKS000 HKS000 HK$'000 HKS'000 HKS'000

ASSETS
Segment assefs 1,069,212 368,008 193,942 96,168 - 619,005 - - - 2,346335
Interests in associates 43,231 293 - 3,093 906,634 - - - - 953,251
Inferests in jointly

controlted entifies - 8,743 - - - - - - - 8.743
Unallocated corporate assets 1,564,827
Total assefs 4,873,156
LIABILITIES
Segment fiabilities 871,883 298,347 96,744 47,383 - 2,770 - - - 1,336,007
Unallocated corporate

liabliittes 862,968
Total lichilities 2,199,065
OTHER INFORMATION
Capital additions 1,866 1,855 3,388 15,898 - 4,734 - 383 490 28,611
Amortisation of goodwil 2,306 - - - - - - - - 2,306
Depreciation and omortisation

of property, plant and equipment 16,708 6,473 22179 7.479 - 10,819 - 9,366 5977 79.001
Impaitment 10ss on listed

investment securlties - - - - - - - - 11,374 11,376
impairment foss on uniisted

other investments - - - - - - - - 7,463 7.463

Geographical segments

The Group’s operations are located in the People’s Republic of China other than Hong Kong (the "PRC")
and Hong Kong.

The following table provides an analysis of the Group’s turnover by geographical market, irrespective of the
origin of the goods/services:

Turnover
2004 2003
HK$°000 HK$'000
Hong Kong 3,292,897 3,609.919
PRC 89,569 26,263
3,382,466 3,636,182

During the year ended 31st March, 2003, revenue from the Group’s discontinued operations of
HK$48,647,000 was derived principally from Hong Kong.
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BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

The following is an analysis of the carrying amount of segment assets and capital additions, analysed by the
geographical area in which the assets are located:

Carrying amount

of segment assets Capital additions
2004 2003 2004 2003
HK$’000 HK$’000 HK$'000 HK$'000
Hong Kong 3,990,936 3,826,165 61,591 13,416
PRC 109,085 114,510 2,026 15,195
Pacific region and South East Asia 762,307 932,481 - -
4,862,328 4,873,156 63,617 28,611

DISCONTINUED OPERATIONS

In July 2002, the Group entered into a conditional sale and purchase agreement to dispose of the entire
issued share capital of, and shareholder’s loan to, Rosedale Hotel Group Limited ("Rosedale Hotel” together
with its subsidiaries, the "Rosedale Hotel Group”), which was engaged in the business of hotel and catering,
for a cash consideration of HK$250,000.00C. The fransaction was completed on 2nd December. 2002,

The results of the hotel and catering operations for the period from 1st April, 2002 to 30th November, 2002,
which were included in the consolidated financial statements for the year ended 31st March, 2003, were as
follows:

HKS$ 000
Turnover 48,647
Operating costs (80,619)
Finance costs (10,151)
Loss for the|period (12,123)

= e e e g

During the Q/eor ended 31st March, 2003, Rosedale Hotel Group contributed approximately HKS3,796,000 to
the Group‘$ net operating cash flows, paid approximately HK$355,000 and HK$7,652,000 in respect of
investing and financing activities, respectively.

The carrying amounts of the assets and liabilities of Rosedale Hotel Group at the date of disposal are
disclosed in'note 35.

A loss of approximately HK$1,701.000 arose on the disposal of Rosedale Hotel, being the proceeds of
disposal less the carrying amount of the subsidiaries’ net assets. No fax charge or credit arose from that
tfransaction.
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LOSS FROM OPERATIONS

" (Continued)

2004 2003
HK$'000 HKS$'000
Loss from operations has been arrived at after charging:
Auditors’ remuneration 2,030 2,065
Depreciation and amortisation:
Property, plant and equipment (note (o) below) 71,666 78,095
Goodwill (included in administrative expenses) 2,305 2,306
Impairment loss on property interests 1,496 -
Loss on disposal of property, plant and equipment - 4,475
Operating lease rentals in respect of;
Premises 3,556 3.206
Plant and machinery 3,616 692
Staff costs (note (b) below) 112,202 134,503
and after crediting:
Rental income under operating leases In respect of:
Premises, net of outgoings of HK$20,171,000 (2003: HK$19,691,000) 19,555 27,625
Plant and machinery 385 2,596
Gain on disposal of property, plant and equipment 3,312 -
Notes:
2004 2003
HK$'000 HK$’000
(a) Depreciation and amortisation of property, plant
and equipment:
Owned assets 75,674 79,001
Less: Amount capitalised in respect of contracts in progress (4,008) (906)
71,666 78,095
(o) Staff costs;
Directors” emoluments (note 9):
Fees 100 73
Retirement benefit scheme contributions 885 1,217
Other emocluments 30,157 14,732
31,142 16,022
Other staff costs:
Salaries and other benefits 286,924 417,730
Retirement benefit scheme contributions, net of
forfeited contribufions of HK$1,462,000 (2003: HK$10,197,000) 8,326 5,590
326,392 439,342
Less: Amount capitalised in respect of contracts in progress (214,190) (304,839)
112,202 134,503
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FINANCE COSTS

2004 2003
HK$’'000 HK$0C0

Borrowing costs on:
Bank borrowings wholly repayable within five years 13,628 17.215
Bank borrowings not wholly repayable within five years - 10,892
Others 1,255 515
14,883 28,622
Less: Amount capitalised in respect of contracts in progress {5,054) (2.828)
‘ 9,829 25,794

INVESTMENT EXPENSES - NET

2004 2003
HK$'000 HK$’000

Gain on disposal of;
Listed invéstment securities - 1,605
Listed other investments 3,892 -

impairmenttloss on;
Listed investment securities (2,142) (11,376)
Unlisted ofher investments - (7,463)
Loss on option agreement (52,871) -
Interest income 37,300 9,550
Net unrealised holding gain (loss) on listed other investments 36 (24,352)
‘ (13,785) (32,036)

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

Particulars df the emoluments of the directors and five highest paid individuals for the year are as follows:

(a) Directors’ emoluments

2004 2003
HK$’000 HK$°000
Fees:’
Executive directors 80 53
Non-executive directors 20 20
100 73
Other emoluments:;
Executive directors
Salaries and other benefits 12,697 13,865
Discretionary bonus 17,000 -
Réefirement benefit scheme contributions 885 1,217
Non-executive directors
Salaries and other benefits 460 867
31,042 15,949
31,142 16,022
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DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (Continued)

(o)

(b)

Directors’ emoluments (Continued)

The emoluments of the directors were within the following bands:

LS8 continued)

Number of directors

Nif to HK$1,000,000

HK$1,000,001 to HKS$1,500,000
HK$1,500,001 to HK$2,000,000
HK$3,000,001 to HK$3,500,000
HK$3,500,001 to HK$4,000,000
HK$4,000,001 to HKS4,500,000
HK$7,500,001 to HK$8,000,000

2004 2003
3 6
i -
2 -
1 2
- i
~ 1
3 -

Employees’ emoluments

The five highest paid individuals in the Group for the year included four directors and one employee
(2003: five directors). Particulars of the emoluments of these five highest paid individuals are as

foliows:
2004 2003
HK$'000 HKS$ 000
Fees 40 41
Salaries and other benefits 10,557 15,325
Discretionary bonus 17,245 2,080
Retirement benefit scheme contributions 676 1,246
28,518 18,692

Their emoluments were within the following bands:

Number of employees

HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000
HK$3,500,001 to HK$4,000,000
HK$4,000,001 to HK$4,500,000
HK$7,500,001 to HK$8,000,000

2004 2003

[}
N — N

During the year. no emoluments were paid by the Group o the five highest paid individuals,
including directors, as an inducement ¢ join or upon joining the Group or as compensation for loss of
office. In addition, none of the directors has waived any emoluments during the year.
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TAXATION
: 2004 2003
HK$'000 HK$'000
‘ (restated)
The charge comprises:
Hong Kong Profits Tax:
Current year - 42
Underprovision in prior years 166 22,471
) 166 22,513
Overseas taxation 3,322 5,453
Share of tax on results of associates 49,022 36,484
52,510 64,450
Deferred taxation:
Current year (6,832) (32,589
Attributable 1o a change In tax rafe in Hong Kong - 5,048
i (6.832) (26,641)
IR 45,678 37,809

Hong Kong Profits Tax Is calculated at 17.5% (2003: 16.0%) of the estimated assessable profits for the year.

Overseas thxation is calculated af the rates prevailing in the respective jurisdictions.

The taxation charge for the year can be reconciled to the profit (loss) before taxation per the income

statement as follows:

2004 2003
HK$°000 HKS$'000
Profit (loss)|before taxation 208,566 (316,718)
Tax at the domestic tax rate of 17,.5% (2003: 16%) 36,499 (80,675)
Tax effect of expenses not deductible for tax purpose 29,361 39,482
Tax effect of income not taxable for tax purpose (43,366) (15.513)
Tax effect of deductible temporary difference not recognised 245 346
Tax effect of utilisation of deductible temporary difference
previously not recognised (17,129) 1,441
Tax effect of tax losses not recognised 24,086 43,959
Tax effect of utilisation of tax losses previously not recognised (8,220) (27,130)
Tox effect of different tax rates of associates and jointly controlled
entities operating in other jurisdictions 24,036 17.480
Increase iniopening deferred tax liabilities resulting from
an incredse in applicable tax rate - 5,948
Underprovis‘!ion in prior years 166 22,471
45,678 37,809

Taxation chiarge for the year

Details of the deferred taxation are set out in note 29
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DIVIDENDS
2004 2003
HK$'000 HK$'000
Interim dividend paid for 2004 - 1.0 cent
(2003: 1.0 cent) per share 10,937 10,491
Special dividend paid for 2004 - 29.0 cents
(2003: Nil) per share 317,174 -
Final dividend proposed for 2004 - 1.5 cent
(2003: 1.0 cent) per share 20,179 10,727
348,290 21,218

Of the dividends paid during the year, approximately HK$8,327,000 (2003: HK$2,301,000) and HKS$176,082,000
(2003: HK$3,423,000) were settled in shares under the Company's scrip dividend schemes announced by the
directors of the Company on 21st July, 2003 and 19th December, 2003, respectively, and were credited o

the accumulated profits of the Company during the year.

The amount of the final dividend proposed for the year ended 31st March, 2004, which will be in scrip form ‘
with a cash option, has been calculated by reference to the 1,345,249,019 issued shares as at the date of

this report.

EARNINGS (LOSS) PER SHARE

The calculation of the basic and diluted earnings (Ioss) per share for the year is based on the foliowing

data:
2004 2003
HK$'000 HK$'000
(restated)
Earnings (foss):
Earnings (loss) for the purposes of basic earnings (10ss)
per share 163,627 (354,029)
Effect of dilutive potential ordinary shares:
Adjustment to the share of results of an associate based on
dilution of its earnings per share (4,651) (2,944
Earnings (loss) for the purposes of diluted earnings (1oss)
per share 158,976 (356,973)
Number of shares:
Weighted average number of ordinary shares for the
purposes of basic and diluted earnings (foss) per share 1,117,367,985 1,042,310,331

The computation of diluted earnings (loss) per share has not assumed the conversion of the Company’s
share options and warrants since their exercise prices are higher than the average market price per share

for both years.
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EARNINGS (LOSS) PER SHARE (Continued)

The adjustment to comparative basic and diluted loss per share, arising from the changes in accounting

policy showh in note 2 above, is as follows:

Basic Diluted
HKS$ HKS
Reconciliation of 2003 loss per share:
Reported figures before adjustments (0.335) (0.337)
Adjustment arising from the adoption of SSAP 12 (Revised) (0.005) (0.005)
Restated (0.340) (0.342)
INVESTMENT PROPERTIES
THE GROUP
2004 2003
HK$'000 HK$000
VALUATION
Balance braught forward 572,608 675,900
Transfer from depoesits and prepayments 5,600 -
Disposals (49,208) (3.900)
Deficit arising on revaluation (14,000) (99.392)
Balance carried forward 515,000 572,608

The carrying amount of investment properties held by the Group at the balance sheet date comprises the

following:

2004 2003
HK$'000 HKS$'000
Long term leasehold properties in Hong Kong 60,000 74,000

Medium terin leasehold properties in:
Hong Kong 455,000 455,000
PRC ‘ - 43,608
515,000 572,608

t

The Group’s investment properties are held for rental purposes under operating leases.

Certain investment properties with carrying amount of HK$455,000,000 were revalued on 31st March, 2004,
on an open'market value basis, by RHL Appraisal Ltd., an independent professional valuer. The remaining
investment broper‘ries with carrying amount of HK$60,000,000 were revalued on 31st March, 2004 by the
directors with reference to the value as quoted in a sale and purchase agreement between the Group and
an indepenbenf third party completed subsequent to the balance sheet date. The aggregate deficit arising
on revaluation amounting to HK$14,000,000 (2003: HK$99,392,000) has been charged to the income

statement.
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VSO U N T S BN E (Continued)
14. PROPERTY, PLANT AND EQUIPMENT
Furniture,
fixtures
Motor and
Land and Plant and vehicles computer
buildings machinery and vessels equipment Total
HK$'000 HK$"000 HK$'000 HK$'000 HK$'000
THE GROUP
COsT
At 1st April, 2003 270,814 440,312 57,563 139,761 908,450
On acgquisition of a subsidiary ~ - 53,758 - 53,758
Additions 141 3.904 2,294 3,520 9.859
Disposals (14,926) (30,825) (28,692) (5,653) (80,096)
At 31st March, 2004 256,029 413,391 84,923 137,628 891,971

DEPRECIATION, AMORTISATION

AND IMPAIRMENT
At 1st April, 2003 36,203 310,130 36,916 67,045 450,294
Provided for the year 4,999 39,222 8,837 22,616 75,674

Eliminated on disposals (300 (26,208) (20,663) (4,459 (861,630
At 31st March, 2004 40,902 323.144 25,090 85,202 474,338
NET BOOK VALUES

At 31st March, 2004 215,127 90,247 59,833 52,426 417,633
At 31st March, 2003 234,611 130,182 20,647 72,716 458,156

The net book value of land and buildings held by the Group af the balance sheet date comprises the

following:

2004 2003
HK$'000 HKS$'000
Long term leasehold properties in the PRC 141 1,646

Medium term leasehold properties in:
Hong Kong 214,400 232,361
PRC 586 604
215,127 234,611
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GOODWILL

THE GROUP
HK$'000

COST
At 1st April, 2003 and 31st March, 2004 385,531
AMORTISATION AND IMPAIRMENT
At Tst April, 2003 369,395
Provided for the year 2,305
At 31st Mdreh, 2004 371,700
NET BOOK VALUE
At 31st March, 2004 13,831
At 31st March, 2003 16,136

The amortisation period adopted is 20 years.

INTERESTS IN SUBSIDIARIES
THE COMPANY

2004 2003

HK$'000 HKS$'000

Unlisted shares 212,921 212,921
Loans to subsidiaries 142,000 160,900
Amounts due from subsidiaries 3,456,836 3,666,811
‘ 3,811,757 3,940,632

Less: Loan to a subsidiary due within one year (71,000) -
' 3,740,757 3,940,632
Less: Allowance for amounts due from subsidiaries (704,302) (704,302)
3,036,455 3,236,330

The unlisted shares are stated at their carrying values which are based on the book values of the underlying
net assets of the subsidiaries attributable to the Group as at the date on which the Company became the
holding company of the Group under a group reorganisation in 1993,

In the opinion of the directors, the loans to subsidiaries except for an amount of HK$71,000,000 (2003: Nil)
and amounts due from subsidiaries will not be repayable within twelve months from the balance sheet date

and are therefore shown as non-current.

None of thé subsidiaries had any debt securities outstanding at the end of the year or at any time during
the year.

Particulars bf the Company’s principal subsidiaries at 31st March, 2004 are set out in note 43,
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INTERESTS IN ASSOCIATES
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THE GROUP
2004 2003
HK$°000 HK$000
Share of net assets:
Listed shares in overseas 545,310 649,099
Listed shares in Hong Kong 460,494 -
Unlisted shares 23,828 (2,986)
Goodwill (Note (a) below) 370,676 257,535
1,400,308 303,648
Amount due from an associate (Note (b) below) 26,400 49,603
1,426,708 953,251
Market value of listed shares;
in Overseas 1,110,079 ©35,290
in Hong Kong 139,763 -
1,249,842 935,290
Notes:
(@) Movement of goodwill is analysed as follows:
THE GROUP
HK$'000
COsT
At 1st April, 2003 341,244
Additions 312,119
Eliminated on disposal and dilution of interest (205,744)
At 31st March, 2004 447,619
AMORTISATION
At 1st April, 2003 83,709
Provided for the year 35,204
Eliminated on disposal and dilution of interest (41,970)
At 31st March, 2004 76,943
NET BOOK VALUE
At 31st March, 2004 370,676
At 31st March, 2003 257,535
The amortisation period adopted ranges from 10 to 20 years.
(®) The amount due from an associate is unsecured and bears interest at 1% (2003: 1%) over Hong Kong prime rate. In

the opinion of the directors, the amounts will not be repayable within twelve months from the balance sheet date

and is therefore shown as non-current.
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17. INTERESTS IN ASSOCIATES (Continued)
Notes: (Cori)ﬂnued)

©) Purs@onf to a veluntary conditional general cash offer made by the Group and Hanny Holdings Limited ("Hanny"),
an dssociate of ITC, for the shares and warrants of China Strategic Holdings Limited ("China Strategic™), other than
those already owned by the Group and Hanny and parties acting in concert with them in September 2003, the
Group’s inferest in China Strategic increased from 14.55% to 31.2%. Accordingly, the Group’s investment in China
Strategic has been reclassified from investment securities to interests in associates, At 31st March, 2004, the Group’s
interésf in China Strategic was diluted to 29.4% upon the exercise of warrants and share options in China Strategic.

Chirla Strategic Is a company listed on the Hong Kong Stock Exchange and its financial year end date is 31st
Decéember. Downer EDI Limited ("Downer”) is a company listed in Australia and New Zealand and its financial year
end Idate is 30th June. Since only published financial information of China Strategic and Downer will be available
and |used by the Group in applying the equity method, the Group’s share of inferest in China Strategic and Downer
at 31st March, 2004 is calculated based on the net assets of China Strategic and Downer at 31st December, 2003
and the results for China Strategic from the date of becoming an associate to 31st December, 2003 and the results
for Downer from 1st January, 2003 to 31st December, 2003,

The following detaqils have been extracted from the financial information of the Group’s significant associates:

Downer China Strategic
1.1.2003 1.1.2002 1.1.2003
to to to
31.12.2003 31.12.2002 31.12.2003
HK$000 HK$°000 HK$’000

Results for the year:
Revenue from ordinary activities 16,380,841 10,322,467 2,884,493
Profit (Joss) from ordinary activities before taxation 520,505 348,302 (169,184)
Profit (loss) from ordinary activities after taxation 380,746 249,036 (180,119)
31.12.2003 31.12.2002 31.12.2003
HK$ 000 HK$'000 HK$ 000

Finoriwciol position:

Non-current assets 5,601,196 4,141,241 1,124,597
Current assets 6,281,918 4,249,336 1,064,647
Current liabilities (4,159,429 (2.392,544) (161,090)
Non-current liabilitles (3,057,649) (2,506,737) (244,614)
Preference share capital - (285,987) -
Minority interests - - (250,160)

Particulars of the Group’s principal associates at 31st March, 2004 are set out in note 43,

In prior years, the Group’s share of losses of Downer amounting fo approximately HK$123,711,000 was not accounted for as
those losses arise on a confract are recoverable in full under guarantees provided by an ex-shareholder of the associate.
The Group pfoceeded a court action against the ex-shareholder to recover the losses together with interest and other
expenses incjurred The directors, having taken legal advice, believe that the suit is valid and the lcsses can be fully
recovered from the ex-shareholder.

During the year the Group entered into a deed of settlement with Downer whereby the Group agreed to settle the net
amount, including those losses arising on the aforesald contract, payable to Downer. Accordingly, the net amount
payable to Downer has been included in amounts due to assoclates and an amount of approximately HK$123,711,000 to
be recovered from the ex-shareholder of Downer has been included in debtors, deposits and prepayments at 31st March,
2004.
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18. INTERESTS IN JOINTLY CONTROLLED ENTITIES
THE GROUP
2004 2003
HK$'000 HKS$ 000
Share of net assets 12,817 3,743
Amount due from a jointly controlled entity 2,000 5,000
14,817 8,743

The amount due from a jointly controlled entity is unsecured and interest free. In the opinion of the
directors, the amount will not be repayable within twelve months from the balance sheet date and is
therefore shown as non-current.

Particulars of the Group’s jointly controlled entities at 31st March, 2004 are set out in note 43,

19. OTHER LONG TERM INVESTMENTS

THE GROUP
2004 2003
HK$’000 HK$° 000
Unlisted investments, at cost:;
in Hong Kong 15,093 15,093
in oversecs 388 388
15,481 15.481

In the opinion of the directors, the above investments are worth at least their carrying value.

20. INVESTMENTS IN SECURITIES

Investment Other
securities investments Total
2004 2003 2004 2003 2004 2003
HK$'000 HK$S'000 HK$000 HKS'000 HK$'000 HKS'000
THE GROUP
Listed equity securities:
in Hong Kong - 650,063 39,374 26,527 39,374 676,590
in overseas 1,481 3,623 - - 1,481 3,623
1,481 653,686 39,374 26,527 40,855 680,213
Market value of listed securities 1,481 14,483 39,374 26,527 40,855 41,010
Carrying amount analysed
for reporting purposes as:
Non-current 1,481 653,686 - - 1,481 653,686
Current - ~ 39,374 26,527 39,374 26,527
1,481 653,686 39,374 26,527 40,855 680,213
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21. AMOUNTS DUE FROM RELATED COMPANIES

THE GROUP
2004 2003
HK$’'000 HK$000
Loans receivable:
Associates of ITC 149,333 190,054
Rosedale Hotel - 121,000
China Strategic - 108,337
Associates of China Strategic 86,881 -
| 236,214 419,391
Other receivables:
Associates of ITC 28 8,518
Rosedalel Hotel Group - 10,498
China Strategic and its subsidiaries - 4,939
Associates of China Strategic 2,239 -
Cther related companies 289 2,157
238,770 445,503
The above companies are companies under common directorship with ITC.
During the vear. China Strategic became an associate of the Company.
The amounts are unsecured and repayable as follows:
THE GROUP
2004 2003
HK$'000 HK$°000
Loans receivable:
Hong Keng prime rate - 114,000
1% over Hong Kong prime rate - 7,000
2% over Hong Kong prime rate 236,214 273,337
3% over Hong Kong prime rate - 25,054
‘ 236,214 419,391
Other receivables 2,556 26,112
‘ 238,770 445,503
Less: Amount due within one year shown under current assets (238,770) (277.195)
- 168,308

Amount dué after one year
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UNSECURED LOANS RECEIVABLE

The amounts are unsecured and bear interest at the following rates:
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THE GROUP
2004 2003
HK$'000 HK$ 000
1.6% over Paris Interbank Offered Rate 3,821 -
2% below Hong Kong prime rate 69,869 138,697
0.25% over Hong Kong prime rate 130,000 ~
1% over Hong Kong prime rate 6,700 6,500
2% over Hong Kong prime rate 14,500 10,500
3% over Hong Kong prime rate 21,325 -
246,215 155,697
Less: Amount due within one year shown under current assets (196,215) (155,697)
Amount due after one year 50,000 -
AMOUNTS DUE FROM (TO) CUSTOMERS FOR CONTRACT WORKS
THE GROUP
2004 2003
HK$'000 HKS$ 000
Contracts in progress at the balance sheet date:
Confract costs incurred to date 35,203,304 32,580,432
Recognised profits less recognised losses 862,708 865,832
36,066,012 33,446,264
Less: Progress billings (36,248,942) (33.740,185)
(182,930) (293,921
Represented by:
Amounts due from customers for confract works 273,210 200,934
Amounts due to customers for confract works (456,140) (494,855)
(182,930) (293,921

At 31st March, 2004, retentions held by customers for confract works amounting to approximately
HK$369,983,000 (2003, HK$367.453,000) were included in debtors, deposits and prepayments.
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DEBTORS, DEPOSITS AND PREPAYMENTS

The Group’s credit terms for its contracting business are negotiated at terms determined and agreed with
its trade customers. Trade debtors arise from property leasing business are payable monthly in advance and
the credit terms granted by the Group to other trade debtors normally range from 30 days to 90 days.

Included in debtors, deposits and prepayments are trade debtors of approximately HK$492,753,000 (2003:
HK$475,084,000) and their aged analysis is as follows:

THE GROUP
2004 2003
HK$'000 HKS$'000
Within @0 days 432,280 404,414
More than!90 days and within 180 days 3,784 6,896
More than!180 days 56,689 63,774
‘ 492,753 475,084

AMOUNTS DUE FROM (TO) ASSOCIATES AND AMOUNTS DUE TO JOINTLY CONTROLLED
ENTITIES

The omoudfs are unsecured, have no fixed terms of repayment and are interest free except for:

0] an dmount due from an associate of HK$174,695,000 (2003: Nil) which bears inferest af 2% over Hong
Kong prime rate; and

() an dmount due fo an associate of HK$92,000,000 under a deed of settliement which is repayable in
Aprill 2004,

CREDITORS AND ACCRUED EXPENSES

included in: creditors and accrued expenses are frade payables of approximately HK$338,430,000 (2003:
HK$317,1781000) and their aged analysis is as follows:

THE GROUP
2004 2003
HK$’000 HK$ 000
Within 90 days 320,155 297,674
More than 90 days and within 180 days 5,064 4,277
More than 180 days 13,211 15,227
‘; 338,430 317,178
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27. BANK BORROWINGS
THE GROUP THE COMPANY
2004 2003 2004 2003
HK$'000 HK$'000 HK$’000 HKS$'000
Bank borrowings comprise:
Mortgage loans 364,000 446,135 - -
Bank loans 180,000 290,000 - 10,000
Trust receipt loans - 23,358 - 354
Bank overdrafts 17,048 22,105 1,992 1,998
561,048 781,598 1,992 12,352
Analysed os:
Secured 544,000 726,135 - ~
Unsecured 17,048 55,463 1,992 12,352
561,048 781,598 1,992 12,352
The bank borrowings are repayable - o
as follows:
Within one year or on demand 44,048 144,423 1,992 12,352
More than one year, but not
exceeding two years 217,000 30,900 - -
More than two years, but not
exceeding five years 300,000 578,700 - -
More than five years - 27,575 ~ -
561,048 781,598 1,992 12,352
Less: Amount due within one year or
on demand shown under
current liabilities (44,048) (144,423) (1,992) (12,352)
Amount due after one year 517,000 637,175 - -

28. PROVISION FOR LONG SERVICE PAYMENTS

THE GROUP
2004 2003
HK$’000 HK$ 000
Balance brought forward 1,727 -
Provided for the year - 1.727
Balance carried forward 1,727 1,727

The provision represents long service payments made in respect of qualified employees of the Group
pursuant fo the requirements under the Employment Ordinance.,
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DEFERRED TAXATION

2 (Continued)

The following are the mojor deferred tax liabilities and assets recognised and movements thereon during

the current and prior years:

Accelerated  Undistributed Recognition of
fax earnings of Jox  conbracling
depreciation  an associale losses income Others Total
HK$"000 HK$ 000 HKS'000 HK$"000 HK$'000 HK$'000

THE GROUP
At Tst April, 2002

As originally stated 28,425 - {1,819) 5,187 4,091 35,884

Prior period adjustment on

adoption of SSAP12 (Revised) 36,806 20,186 @8611) (1,067) 443 47,757

As restated 65,231 20,186 (10,430) 4120 4,534 83,641
Charge (credif) to income

statement (29,860) 7.078 118 (7,839} (4,740) (35,243)
Effect on change in tox rate 6,115 - (978) 386 425 5,948
Realised on dilution of

interest in an: associate - (208) - - - (204)
Exchange differences - 2,858 - - - 2,858
At 315t March, 2003 41,486 29918 (11,290) (3,333) 219 57.000
Charge (credif) fo income

statement (9.424) 11,056 2,942 (93) (204) 4,277
Realised on dilution of inferest in

an associate - (19.799) - - - (19,799)
Exchange diffeqences - 8,690 - - - 8,690
At 31st March, 2004 32,062 20,865 (8,348) (3.426) 15 50,168

For the purpose of balance sheet presentation, certain deferred tax assets and liabilities have been offset.
The followimg is the analysis of the deferred taxation for financial reporfing purposes:

THE GROUP
2004 2003
HK$’000 HKS$’000
Deferred tdx liabilities 52,882 61,165
Deferred tax assets (2,714) (4,165)
50,168 57,000

At 31st March. 2004, the Group has unused tax losses of approximately HKS1,354,000,000 (2003:
HK$1,264,000,000) available for offset against future taxable profits. A deferred tax asset has been
recognised lin respect of approximately HK$48,000,000 (2003: HK$65,000,000) of such losses. No deferred tax
asset in respecf of the remaining tax losses has been recognised due to the unpredictability of future profit
streams.

The Compahy did not have any significant unprovided deferred taxation arising during the year or at the
balance sheet date.




e

Annual Report S004 S

I T I TR P SN TN

ST U SN NN B0 Continuedh
30. SHARE CAPITAL
Number
of shares Yalue
HK$"000
Ordinary shares of HK$0.10 each:
Authorised: .
At 1st April, 2002, 31st March, 2003 and 31st March, 2004 3,000,000,000 300,000
Issued and fully paid:
At 1st April, 2002 1,036,744,924 103,675
Issue of new shares pursuant to scrip dividend scheme 26,271,113 2,627
At 31st March, 2003 1,063,016,037 106,302
Exercise of warrants 9,648,758 - 965
Issue of new shares pursuant to scrip dividend scheme 272,584,224 27,258

At 31st March, 2004 1,345,249,019 134,525

During the year, the following changes in the Company’s share capital fook place:

(@) Holders of 2003 Warrants exercised their rights to subscribe for a total of 9,648,758 new ordinary
shares of HKS$0.10 each in the Company for a total consideration of HK$3,860,000.

®) Pursuant to the scrip dividend schemes which were announced by the Company on 21st July, 2003
and 19th December, 2008, the Company issued 21,038,671 (2003: 12,357,385) and 251,545,553 (2003:
13.913,728) new ordinary shares of HKS0.10 each in the Company to shareholders who elected to
receive scrip dividends in respect of the final dividend for the year ended 31st March, 2003 and the
interim and special dividends for the year ended 31st March, 2004, respectively. The scrip shares did
not rank for the final dividend for the year ended 31st March, 2003 and the interim and special
dividends for the year ended 31st March, 2004, respectively.

31. WARRANTS

Number of Aggregate
shares upon subscription
subscription amount

HK$'000

2003 Warrants at a subscription price of HKS0.40 each:
At 1st April, 2002 and 31st March, 2003 204,920,349 81,968
Exercised during the year (9,648,758) (3.860)
Lapsed during the year (195,271,591) (78,108)

At 31st March, 2004 - -
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32. SHARE OPTION SCHEMES

(a) Initial Share Option Scheme

In accordance with the Company’s share option scheme (the “Initial Share Option Scheme”) which
was adeopted on 1st September, 1993 for recognition of past services confributed by the eligible
directors and employees and expired on 31st August, 2003, the directors of the Company may at
theiridiscretion grant options to any directors or full time employees of the Company or any of its
subsidiaries to subscribe for shares in the Company.

At 31st March, 2003, the number of shares in respect of which options had been granied and
remdined outstanding under the Initial Share Option Scheme was 16,100,000, representing 1.51% of
the shares of the Company in issue af that date. The maximum number of shares in respect of which
options may be granted under the Initial Share Option Scheme was not permitted to exceed 10% of
the issued share capital of the Company from time fo time.

No option may be granted to any individual under the Initial Share Option Scheme which, if
exercised in full, would result in the total number of shares of the Company already issued and
issudble under all the options previously granted and fo be granted to him which are for the time
being subsisting and unexercised exceed 25% of the aggregate number of shares of the Company
for the time being issued and issuable under the Initial Share Option Scheme.

The offer of a grant of options may be accepted within 28 days from the date of offer of opfions,
upon payment of a consideration of HK$1.00 by the grantee. In each grant of opfions, the directors
of the Company may at their discretion defermine the specific exercise period and in any event
such |period of fime shall not exceed a period of three years commencing on the expiry of six months
after'the date of acceptance of options. The exercise price is determined by the directors of the
Company, and will not be less than the higher of the nominal value of the shares of the Company,
and 80% of the average closing prices of the shares of the Company on the five trading days
immediately preceding the date of offer of options.

The following table discloses details of the Company’s share options under the Initial Share Opticn
Scheme and movements in such holdings during the current and prior years:

Number of shares of the Company to be issued
upon exercise of the share options

Exercise Balance Lapsed Balance Lapsed Balance

‘ price at during at during at

Date of grant per share 1.4.2002 the year 31.3.2003 the year 31.3.2004
HKS

18.12.1998 0.6048 38,349,206  (38,349.206) - - -

17.12.1999 0.5552 16,100.000 - 16,100,000 (16,100.000) -
‘ 54,440,206 (38.349,206) 16,100,000  (16,100.000) -

All ogtions granted under the Initfial Share Option Scheme were lapsed at 31st March, 2004,
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32. SHARE OPTION SCHEMES (Continued)

(b)

New Share Option Scheme

On 27th August, 2002, the Company adopted a new share option scheme (the "New Share Option
Scheme”) for the purpose of providing incentive or reward to any employees, executives or officers,
directors of the Group or any invested entity and any celebrity, consultant, adviser or agent of any
member of the Group or any invested entity, who have contributed or will contribute to the growth
and development of the Group or any invested entity ("Eligible Person”). The New Share Opftion
Scheme will remain in force for a period of fen years from that date.

Under the New Share Option Scheme, the directors of the Company may at their discretion grant
options fo any Eligible Person to subscribe for shares in the Company without consideration. The
directors may at their discretion determine the specific exercise period which should expire in any
event no later than ten years from date of adoption of the New Share Option Scheme. The exercise
price is determined by the directors of the Company and will be at least the higher of: (i) the
subscription price as is permissible under the Rules Governing the Listing of Securities on the Hong
Kong Stock Exchange from time to time; and (i) the nominal value of the Company’s shares,

The maximum number of shares may be issued upon the exercise of all options to be granted under
the New Share Option Scheme and any other share option scheme(s) adopted by the Company
must not in aggregate exceed 10% of the total number of issued shares of the Company, i.e.
103,674,492 shares, as at its adoption date. An ordinary resolution relating to the refreshing of the
scheme limit on grant of options under the New Share Option Scheme and any other share option
scheme(s) of the Company up to 10% of the shares of the Company in issue as at the date of such
general meeting, i.e. 107,266,479 shares, representing 7.97% of the issued share capital of the
Company as at the date of this report was passed at the annual general meeting of shareholders of
the Company held on 8th September, 2003, Subject to the approval of the shareholders of the
Company in general meeting, the limit may be refreshed to 10% of the total number of shares in issue
as af the date of approval by the shareholders of the Company in general meeting. Notwithstanding
the forgoing, the maximum number of shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the New Share Option Scheme and any other share
option scheme(s) of the Company must not in aggregate exceed 30% of the total number of shares
in issue from time to fime.

The maximum number of shares of the Company in respect of which options may be granted to
each Eligible Person under the New Share Option Scheme and any other share option scheme(s) of
the Company (including both exercised, cancelled and outstanding options) in any 12-month period
shall not exceed 1% of the total number of shares in issue from time to time unless such grant has
been duly approved by shareholders of the Company at general meeting at which the Eligible
Person and his associates (as defined in the Listing Rules) abstained from voting. Options granted fo
a substantial shareholder and/or an independent non-executive director or any of their respective
associates (as defined in the Lisfing Rules) in any 12-month period in excess of 0.10% of total number
of shares in issue and have an aggregate value exceeding HK$5 million must be approved by the
shareholders of the Company in general meeting in advance.

No options have been granted under the New Share Option Scheme since its adopfion.
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RESERVES
‘ Share Capital  Accumulated
premium resefve profits Total
‘ HK$'000 HK$'000 HK$'000 HK$000

THE COMPANY
At st April) 2002 214,846 3,126,941 40,311 3,382,098
Issue of shares under scrip dividend

scheme (2,627) - - (2.627)
Credit arising on scrip dividends (note 11) - - 5,724 5,724
Share issueiexpenses (188) - - (188)
Transfer - (646,941) 646,941 -
Loss for the year - - (246,808) (246,808)
Dividends paid - - (20,858) (20,858)
At 31st Moqoh, 2003 212,031 2,480,000 425,310 3.117.341
Premium on issue of shares 2,895 - - 2,895
Issue of shdres under scrip dividend

scheme (27.258) - - (27,258)
Credit arising on scrip dividends (nofe 11) - - 184,409 184,409
Share issue expenses (298) - - (298)
Profit for the year - - 32,962 32,962
Dividends p}oid - - (338.838) (338,838)

At 31st March, 2004 187,370 2.480.000 303,843 2,671,213

The capital reserve of the Company comprises the credit arising from the cancellation of share premium
and from wae reduction of paid up capital of approximately HK$2,480,000,000 and HKS$646,941,000,
respectively, upon capital recrganisation. During the year ended 31st March, 2003, an amount of
approximately HK$646,941,000 was transferred from the capital reserve to accumulated profits for future
distributioni The Company has given a guarantee in favour of, and entered into a letter of undertaking (the
“Letter of Undertaking”) with, a bank in connection with a loan agreement (the "Loan Agreement”)
entered imb between certain subsidiaries of the Company and the bank. Pursuant to the Lefter of
Undertaking, sc long as any sums remain outstanding under the Loan Agreement, the Company cannoft,
under cerfdin circumstances, without the prior consent from the bank, reduce or distribute or use the
capital reserve including the fransfer to the contributed surplus account.

In the opinion of the directors, the Company’s reserves available for distribution to shareholders at 31st
March, 2004 amounted to approximately HK$303,843,000 (2003: HK$425,310,000).

ACQUISITION OF SUBSIDIARIES

In March 2Q04, the Group acquired from an independent third party the enfire issued share capifal of, and
shareholder’s loan to, a company for a consideration of HK$57,343,000, which is satisfied by cash. The
principal asset of the company is a motor vessel.

In May 2002, the Group acquired the entire issued share capital of, and shareholder’s loan to, Unicon
Industrial Group Limited (“"Unicon”) for a cash consideration of HK$103,000,000. Unicon, together with its
subsidiary, solely held certain leasehold land and buildings in Hong Kong with carrying value of
HKS]OS,OOO,{OOO.
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ACQUISITION OF SUBSIDIARIES (Continued)

The effect of the acquisitions was summarised cs follows:

2004 2003
HK$'000 HK$'000

Net assets acquired:
Property, plant and equipment 53,758 103,000
Unsecured loan receivable 3,585 -
57,343 103,000

Satisfied by:

Cash paid 57,343 103,000

The subsidiaries acqguired did not make any significant impact on the Group’s results and cash flows for the
year.

DISPOSAL OF SUBSIDIARIES

As detailed in note 5, in December 2002 the Group disposed of the entire issued share capital of, and
shareholder’s loan to, Rosedale Hotel for a cash consideration of HK$250,000,000. The effect of the disposal
was summarised as follows:

2003
HKS$ 000
Net assets disposed of:
Property, plant and equipment 647,359
Debtors, deposits and prepayments 12,655
Bank balances and cash 595
Creditors and accrued expenses (8.808)
Bank loan (400,000)
251,701
Loss on disposal of subsidiaries (1,701
250,000
Satisfied by:
Cash received 250,000
Analysis of net inflow of cash and cash equivalents in connection with the disposal of subsidicries:
2003
HK$'000
Cash considerafion received 250,000
Bank balances and cash disposed of (595)
Net inflow of cash and cash equivalents in connection

with the disposal of subsidiaries 249,405

The impacts on the Group’s results and cash flows were disclosed in note 5.
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MAJOR NON-CASH TRANSACTIONS

The Group had the following major non-cash transactions:
(@ Issu:e of additional shares as scrip dividends during the year as set out in note 30,

() Investments in investment securifies of HK$650,063,000 (2003: Nil) has been reclassified to investments
in associates.

(c) Receipt of scrip dividends of HK$7,307.000 from investment in an associate during the year ended
31st March, 2003.

(d) Aniunsecured loan receivable of HK$42,000,000 which was used to settle the deposit paid for the
acguisition of certain property interests in the PRC was reclassified to debtors, deposits and
prepayments at 31st March, 2003.

RETEREMEN? BENEFIT SCHEMES

The Grouﬁ) operates defined contribution retirement benefit schemes for qualifying employees. The assets of
the schemes are separately held in funds under the control of trustees,

The cost charged to the income statement represents contributions payable to the funds by the Group at
rates specified in the rules of the schemes. Where there are employees who leave the schemes prior to
vesting fully in the contributions, the contributions payable by the Group are reduced by the amount of
forfeited contributions,

At the balance sheet date, there were no material forfeited contributions which arose upon employees
leaving the schemes prior to their interests in the Group’s contributions becoming fully vested and which are
available!to reduce the coniributions payable by the Group in future years.

With effective from 1st December, 2000, the Group has joined a mandatory provident fund scheme ("MPF
Scheme”). The MPF Scheme is registered with the Mandatory Provident Fund Scheme Authority under the
Mandotory Provident Fund Schemes Ordinance. The ossets of the MPF Scheme are held separately from
those of the Group in funds under the control of an independent trustee, Under the rules of the MPF
Scheme, the employer and its employees are each required to make contributions to the scheme at the
rates specified in the rules. The only obligation of the Group with respect to MPF Scheme is fo make the
required ¢ontributions under the scheme. No forfeited contribution is available to reduce the contribution
payable ifn the future years.

The retirement benefit scheme contributions arising from the MPF Scheme charged fc the income statement
represent contributions payable to the funds by the Group at the rates specified in the rules of the scheme.

CONTINGENT LIABILITIES

THE GROUP THE COMPANY
2004 2003 2004 2003
HK$’'000 HK$°000 HK$’000 HK$ 000
Outstanding performance bonds in
respect of construction contracts 623,257 740,529 - -
Guarantees given to banks and
finoncic}nl institutions in respect of
general banking facilities
granted to:
Subsidiaries - - 1,174,903 1,610,955
Associates - 2,419 - 2,419
1 623,257 742,948 1,174,903 1,613,374

|
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OPERATING LEASE ARRANGEMENTS

(a) The Group as a iessee:

& (Continued)

At the balance sheet date, the Group had commitments for future minimum lease payments under
non-cancellable operating leases in respect of rented premises, which fall due as follows:

THE GROUP
2004 2003
HK$°000 HK$°000
Within one year 809 1.015
In the second to fifth year inclusive 1,607 1,958
After five years 718 1,026
3,134 3,999

Leases are negotiated, and monthly rentals are fixed, for an average term of fwo years.

(b) The Group as a lessor:

At the balance sheet date, the Group had contracted with tenants for future minimum lease

payments which fall due as follows:

THE GROUP
2004 2003
HK$’000 HK$°000
Within one year 26,391 26,082
In the second to fifth year inclusive 13,826 10,298
40,217 36,380

The properties held have committed tenants for the next two years.

The Company did not have any significant operating lease arrangements at the balance sheet date,

PLEDGE OF ASSETS

At 31st March, 2004, certain of the Group’s property, plant and equipment and investment in securities with
an aggregate value of approximately HK$668,638,000 (2003: HK$890,903,000) and the issued shares of
certain subsidiaries of the Company have been pledged to banks and financial institutions to secure
general credit facilities granted to the Group. Facilities amounting to approximately HK$544,000,000 (2003:

HK$726,135,000) were utilised at 31st March, 2004,

COMMITMENTS

Capital expenditure contracted for but not provided in the
financial statements in respect of acquisition
of equity investments

THE GROUP
2004 2003
HK$’000 HK$ 000
450,671 36,660

The Company did not have any significant capital commitment at the balance sheet date.
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RELATED PARTY TRANSACTIONS AND BALANCES

The Group entfered into the following fransactions with its related parties during the year:

Class of relcjﬂed party

Associates of the Group

Jointly contfolled entities
of the Group

Subsidiariesiof ITC

Associates of ITC

Other related companies

Nature of transactions

Construction works charged by the Group
Purchase of concrete products by the Group
Subcontracting fees charged to the Group
Interest income charged by the Group
Service fees charged to the Group
Loan commitment fee charged by the Group
Rentals and related building management
fee charged by the Group
Service fees charged to the Group
Project management fees charged
to the Group

Construction works charged by the Group
Project management fees charged

by the Group
Subcontracting fees charged to the Group
Service fees charged by the Group
Rentals charged by the Group

Rentals and related building management
fee charged by the Group .

Purchase of building materials and related
installation works by the Group

Sales of motor car registration mark

Rentals and related building management
fee charged by the Group
Interest income charged by the Group

Rental and related building management
fee charged by the Group

Interest income charged by the Group

Subcontracting fees charged by the Group

Project management fees charged by the
Group

Purchase of medicine and health products
by the Group

Service fees charged to the Group

2004 2003
HK$'000 HK$000
182 2,809
104 6
5,437 9.839
7,357 -
308 -

- 113
2,074 3.073
406 70

- 15,000

268 1,337

- 5,000
104,734 242,639
144 276
102 -
780 748
34 551

- 790
2,930 8,246
13,332 8,128
6,896 4,613
10,253 4,569
1,207 371
- 2,321

432 374
641 802

Other related companies are companies under common directorship or common control with ITC.
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RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

The above transactions were carried out on the following bases:

(@

()

(©

(o))

(&)

= (Continued)

Construction works and subcontracting fees were charged at market price or, where no market price
was available, at terms determined and agreed by both parties.

Purchase of concrete products and building materials were carried out in accordance with the

negotiated prices.

Interest was charged by reference to the principal outstanding and at the interest rate determined
and agreed by both parties.

Building management fee, service fee, project management fee and loan commitment fee were
charged atf the pre-agreed rates,

Rentals were charged at the pre-agreed fixed monthly amounts.

Details of the balance with associates, jointly controlled entities and related companies at the balance
sheet date are set out in notes 17, 18, 21 and 25.

PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES

(@

Particulars of the Company’s principal subsidiaries at 31st March, 2004 are as follows:

Name of subsidiary

Calisan Developments

Limited

Century Harbour Limited

Corless Limited

Cycie Company Limited

Place of
incorporation/
registration

British Virgin

Islands

British Virgin
Islands

British Virgin
Islands

Hong Kong

Issued and

fully paid

share capital/
registered capital

uss
ordinary share

Us$1
ordinary share

Us$2
ordinary shares

HKS2
ordinary shares

HK$2
non-voting
deferred shares
(Note (i) below)

Percentage of issued
share capital/
registered capital

held by the
Company */
subsidiaries

%

100

attributable
to the
Group

%

100

100

100

100

Principal activities

Investment holding

Investment holding

Investment holding

Property investment
and holding
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PARTICUﬂARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED

ENTITIES (Continued)

(@ Particulars of the Company’s principal subsidiarles at 31st March, 2004 are as follows: (Continued)

Place of
incorporation/

Name of subsidiary registration

DH Holdings Limited British Virgin
Islands

Full Winners Limited Hong Kong

Gunﬁell Properties British Virgin
Limited Islands

Homker Concrete Products  Hong Kong
Limited

Nation Cheer Investment Hong Kong
Limited

Paul V. - CREC Hong Kong
Engineering Co., Limited

Paul Y. - CREC Hong Kong
Joint Venture

Paul Y. - ITC (E & M) Hong Kong
Confractors Limited

Paul . - ITC Construction Hong Kong

Group Limited

Issued and

fully paid

share capital/
registered capital

Ussi
ordinary share

HKS2
ordinary shares

Uss1
ordinary share

HK$10.000,000
ordinary shares

HK$1,200,000
ordinary shares

HKS$10
ordinary shares

(Note (i) below)

HK$20,000,000
ordinary shares

HK$2
orginary shares

HK$1,000,000
non-voting
deferred shares
(Note (ifi) below)

Percentage of issued
share capital/
registered capital

held by the

Company */
subsidiaries

%

100

100

85

100

70

70

99.9998

100

attributable
fo the
Group

%

100

100

85

100

70

70

99.9998

Principal activities

Investment holding

Property sale and

holding

Property investment
and holding

Manufacturing and
trading of concrete

products

Securities investment
and trading

Civil engineering

Civil engineering

Provision of electrical,
mechanical and
building services

Investment holding
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

(@) Particulars of the Company’s principal subsidiaries at 31st March, 2004 are as follows: (Continued)

Place of
incorporation/

Name of subsidiary registration

Paul Y. - ITC Construction Hong Kong
Limited

Paul'y. - ITC Construction Hong Kong
& Engineering Co. Limited

Paul Y. - ITC General Hong Kong
Confractors Limited

Paul Y. - ITC Interior Hong Kong
Contractors Limited

Paul Y. - ITC Investments British Virgin
Group Llimited Islands

Paul'Y. - ITC Management  Hong Kong
Limited

Paul Y. - ITC Plant Hire Hong Kong
Limited

Paul Y, Building Hong Kong
Management Limited

Paul Y. Construction Hong Kong
Company, Limited

Paul Y. Foundation British Virgin
Holdings Limited Isiands

Issued and
fully paid
share capital/

registered capital

HK$102,000,000
ordinary shares

HK$42,000,000
ordinary shares

HK$36,000,000
ordinary shares

HK$2
ordinary shares

us$
ordinary share

HKS2
ordinary shares

HK$2
ordinary shares

HKS$2
ordinary shares

HK$2
ordinary shares

HK$50,000,000
non-voting
preferred shares
(Note (iv) below)

us$
ordinary share

Percentage of issued
share capital/
tegistered capital

held by the  attributable
Company */ fo the
subsidiaries Group
% %

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

Principal activities

Building consiruction

Building construction

and specialist works

Civil engineering and
building construction

Interior decoration
WOrKS

Investment holding

Management services

Hire of motor vehicles
and plant and
machinery

Property management
services

Civil engineering,
building construction
and investment
holding

Investment holding
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES ((Continuec)

(Q) Particulars of the Company’s principal subsidiaries at 31st March, 2004 are as follows: (Continued)

Percentage of issued
share capital/

Issued and registered capital
Place of fully paid held by the attributable
incorporation/ share capital/ Company */ to the
Narﬁe of subsidiary registration  registered capital subsidiaries Group  Principal activities
% %
PaullY. Foundation Limited ~ Hong Kong HK$10,000,000 100 100 Civll engineering and
: ordinary shares foundation works
Pauly. Properties British Virgin Uss$i 100 * 100 Investment holding
Group Limited Islands ordinary share
Poul}Y. Tunnel Hong Kong HKS2 100 100  Civil engineering
Engineering Co. Limited ordinary shares
Tai Shan Paul Y. PRC U3$5,005,340 100 100 Civil engineering and
Canstruction Co., Lid. registered capital building construction

(Note (v) below)

Unicon Concrete Products  Hong Kong HK$12,000,002 100 100 Manufacturing and
(HK) Limited ordinary shares trading of concrete
: products
Unistress Concrete Hong Kong HK$200 100 100 Manufacturing and
Products (H.K.) Limited ordinary shares trading of concrete
products
HK$1,000,000 100 100
non-voting

deferred shares
(Note (i) below)

Unistréss Group Limited British Virgin us$1 100 100 Investment holding
Islands ordinary share
Winstate Limited British Virgin us$? 100 100 Vessel holding
‘ Islands ordinary share

All of the above subsidiaries operate in Hong Kong except Hamker Concrete Products Limited and
Tai Shan Paul Y. Construction Co., Ltd. which operate in the PRC.

All of the above subsidiaries are private limited companies except Paul Y, - CREC Joint Venture which
is anjunincorporated business.
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

() Particulars of the Company’s principal subsidiaries at 31st March, 2004 are as follows: (Confinued)

Notes:

0} The holders of the non-voting deferred shares are not entitled to vote, are not entitled to any dividends
unless the net profits of the company available for dividend exceed HK$100,000,000,000,000 in which case
they should be entifled to a fixed non-cumulative dividend at the rafte of 5% per annum for any financial
year and are, on winding up, only entitled out of the surplus assets of the company to a return of the
capital after a total sum of HK$100,000,000,000,000 has been distributed to the holders of the ordinary
shares of the company.

(i) No capital has been contributed by the joint venture partners of the joint venture.

(iii) The holders of the non-voting deferred shares are not entitied to vote, are not entitled to any dividends for
any financial year and are, on winding up or otherwise, only enfitled out of the surplus assets of the
company to a return of the capital after a total sum of HKS$100,000,000,000,000 has been distributed to the
holders of the ordinary shares of the company.

{v) The holders of the non-voting preferred shares are not entitled to vote, are not entitled to any dividends
unless the net profits of the company available for dividend exceed HKS$100,000,000,000 in which case they
should be entitled to a fixed non-cumulative dividend at the rate of §% per annum for any financial year
and are, on winding up, only entitled out of the surplus assets of the company to a return of the capital
after a total sum of HK$10,000,000,000 has been distributed to the holders of the ordinary shares of the
company.

) The company is a sino-foreign equity joint venture company.
(b) Particulars of the Company’s principal associates at 31st March, 2004 are as follows:

Percentage of

Issued and issued share
Place of fully paid capital/registered
incorporation/ share capital/  capital attributable
Name of associate registration registered capital to the Group Principal activities
%
China Strategic Holdings Hong Kong HK$88,159,508.70 29.4 Investment holding
Limited (*China Strategic”) ordinary shares
CSCEC - Pau! Y. Construction PRC US510,000,000 313 Civil engineering and
Company Limited registered capital building construction

(Note below)

Domain - Paul Y. Sdn, Bhd. Malaysia RM1,000,000 49.0 Design and building
ordinary shares construction
Downer EDI Limited Australia A3563,057,694 21.3 Investment holding
("Downer”) ordinary shares
Paul Y, - CREC Construction  Hong Kong HK$100 50.0 Civit engineering

Co., Limited ordinary shares
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PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

(o)) Particulars of the Company’s principal associates at 31st March, 2004 are as follows: (Continued)

Percentage of

Issued and issued share
Place of fully paid capital/registered
incorporation/ share capital/  capital attribulable
Name of associate registration registered capital fo the Group Principal activities

%

Zhujiang Kwan On Concrete PRC RMB6,320,000 50.0 Manufacturing and

Products Co., Ltd. registered capital frading of concrete
‘ (Note below) products

All of the above associates are private limited companies except (1) Downer which is listed in
Austtalia and New Zealand and (ii) China Strategic which is listed in Hong Kong.

All of the above associates are held by the Company indirectly.
Note! The company is a sino-foreign equity joint venture company.
© Particulars of the Company’s jointly controlled entities at 31st March, 2004 are as follows:

Percentage of

Issued and issued share
Namg of jointly Place of fully paid capital attributable
controlled entity incorporation share capital to the Group Principal activities
‘ %
DL & PY JV Limited Hong Kong HK$2 50 Civil engineering

ordinary shares

Paul Y. - Penta-Ocean Hong Kong - 50 Civil engineering
Joint Venture (Note below)

Note! No capital has been contfributed by the joint venture partners, although the Group has contributed working
capital amounting to HK$2,000,000 to this joint venture.

The acbove jfobles list the subsidiaries and associates of the Company which, in the opinion of the directors,
principally affected the results for the year or formed a substantial portion of the net assets of the Group. To
give details of other subsidiaries and associates would, in the opinion of the directors, result in particulars of
excessive length.
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For the year ended 31st March,

2000 2001 2002 2003 2004
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(restated) (restated) (restated) (restated)
RESULTS

Group turnover 11,111,678 10,803,255 5,343,810 3,636,182 3,382,466
Profit (loss) before taxation 238,162 (313,144 125,243 (316,718) 208,566
Taxation (107,819 (29.344) (49,020) (37,809 (45,678)

Profit (loss) before minority
interests 130,333 (342,488) 76,223 (354,527 162,888
Minority interests (566.603) (91.343) (6.605) 498 739
Profit (loss) for the year 73,730 (433,831) 69,618 (354,029) 163,627

At 31st Mareh,

2000 2001 2002 2003 2004
HK$’000 HK$ 000 HKS$'000 HKS$ 000 HK$'000
(restated) (restated) (restated) (restated)

ASSETS AND LIABILITIES
Total assets 10,888,845 6,178,645 6,194,242 4,873,156 4,862,328
Total liabilities (6.980.615) (3,375,253) (3,231,305) (2,199,065) (2,081,008)
Minority interests (638,095) (15,162) (15,664) (15,560) (10,448)
Shareholders’ funds 3,270,135 2,788,230 2,947,273 2,658,531 2,770,872

Note: Comparative figures have been restated pursuant to the adoption of Statement of Standard Accounting Practice No, 12
(Revised) which became effective during the year.
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INVESTMENT PROPERTIES

Location

Paul Y. Centre

51 Hung To Road
Kwun Tong
Kowloon

Hong Kong

In-Zone

Shepping Arcade -
125 Wanchai Road
Wanchai

Hong Kong
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Purpose

Industrial/Office

Commercial

Term of lease

Medium term

Long term

Group interest
%

100

100
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®E (107.819)  (29.344) (49,0200  (37.809)  (45,678)
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130,333 (342,488) 76,223 (354,527) 162,888
(66,603) (91,343) (6,605) 498 739

D BB R
EREEF (BA)

73,730 (433,831) 69,618 (354,029) 163,627
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FEXT TET TER TR FTER
(B (B31) (E7) (&3

10,888,845 6,178,645 6,194,242 4,873,156 4,862,328
(6.980,615) (3,375,253) (3,231,305) (2.199.065) (2,081,008)
(638,095  (15,162)  (15,664)  (15560)  (10,448)
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3.270,135 2,788,230 2,947,273 2,658,531 2,770,872
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Paul Y. - Penta-Ocean
Joint Venture 5% - 50 +ARITER
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BRITRE/
EBTR AMEZBTIL
mix,/ Brkx/ BEQF"/
WRAZER T E ZREx  HRAEBE FEEHES TEEE
% %
REHEFRLF B 10,000,000% ¢ 100 100 TAIRR
EER WEIR
Paul Y. Properties EBEZ 1ET 100 100 RERRK
Group Limited BE TER
REBREIRARRA B 2ETL 100 100 TARIE
Lk
BUTREEERRAT + 5 5,005,340% 7t 100 100 TARIER
FHER BFEE
(TXHEw)
BHBERLER(BE) BN 12,000,002 7T 100 100 RETES
BRDF LHE HERES
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BRDE LAk HERES
1,000,000% 7t 100 100
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Unistress Group Limited EBRX 1£7 100 100 REER
BE LRk
Winstate Limited BEBRX 1E7T 100 100 pegekEga]
#e Lak

LRAANBATHESSEE RENABLHNSERATARAUNREREERA NES D
%8 -

LU EMB AT AN AER AT - #HPaul Y. - CREC Joint Venture BRI B #7155 o
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