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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 September 2007

2007 9 30

1. BASIS OF PREPARATION
The condensed consolidated financial statements have been 
prepared in accordance with the applicable disclosure requirements 
of Appendix 16 to the Rules Governing the Listing of Securities on 
The Stock Exchange of Hong Kong Limited and with Hong Kong 
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” 
issued by the Hong Kong Institute of Certified Public Accountants 
(“HKICPA”).

2. SIGNIFICANT ACCOUNTING POLICIES
The condensed consolidated financial statements have been 
prepared on the historical cost basis, except for certain financial 
instruments and investment properties which are measured at fair 
values.

The accounting policies used in the condensed consolidated financial 
statements are consistent with those followed in the preparation of 
the Group’s consolidated financial statements for the year ended 
31 March 2007. Details of the accounting policies of investment 
properties and convertible notes payable are set out in notes 9 and 
15 respectively.

In the current interim period, the Group has applied, for the first 
time, certain new standard, amendment and interpretations (“new 
HKFRSs”) issued by HKICPA, which are effective for the Group’s 
financial year beginning 1 April 2007. The adoption of the new 
HKFRSs had no material effect on the results or financial position of 
the Group for the current or prior accounting periods. Accordingly, no 
prior period adjustment has been recognised.

The Group has not early applied the following new and revised 
standards or interpretations that have been issued but are not yet 
effective. The directors of the Company anticipate that the application 
of these standards or interpretations will have no material impact on 
the financial statements of the Group.

HKAS 23 (Revised) Borrowing Costs1

HKFRS 8 Operating Segments1

HK(IFRIC) – INT 12 Service Concession Arrangements2

HK(IFRIC) – INT 13 Customer Loyalty Programmes3

HK(IFRIC) – INT 14 HKAS 19 – The Limit on a Defined Benefit 
  Asset, Minimum Funding Requirements  
  and their Interaction2

1 Effective for annual periods beginning on or after 1 January 2009
2 Effective for annual periods beginning on or after 1 January 2008
3 Effective for annual periods beginning on or after 1 July 2008
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3. SEGMENT INFORMATION
For management purposes, the Group’s operations are currently 
organised into six operating divisions, namely management 
contracting, property development management, port and 
infrastructure development and logistics, LPG distribution, treasury 
investment and property investment. These divisions form the basis 
on which the Group reports its primary segment information.

During the six months ended 30 September 2006, the Group’s 
operations were organised into six segments, namely management 
contracting, project management, facilities management, port 
and infrastructure development, treasury investment and property 
investment. During the period, management has reorganised the 
operating segments by grouping the project management and 
facilities management segments into the property development 
management segment. Comparative segment information has been 
restated accordingly.

Business segment information for the six months ended 30 
September 2007 is presented below:

Management 
contracting

HK$’000

Property 
development 
management

HK$’000

Port and 
infrastructure 
development 
and logistics

HK$’000

LPG 
distribution

HK$’000

Treasury 
investment

HK$’000

Property 
investment

HK$’000

Eliminations

HK$’000

Consolidated

HK$’000

TURNOVER

External sales 2,187,617 26,181 31,425 154,156 148,296  –  – 2,547,675

Inter-segment sales – 2,751 1,194  –  –  – (3,945)  –

Total 2,187,617 28,932 32,619 154,156 148,296  – (3,945) 2,547,675

RESULTS

Segment results 44,255 4,546 (6,668) (3,095) 36,031 712  – 75,781

Unallocated expenses (61,180)

Interest income 27,285

Increase in fair value of derivative 
 financial instruments   –  –  –  –  – 10,331  – 10,331

Finance costs (23,630)

Gain on disposal of interest in 
 an associate  3,459  –  –  –  –  –  – 3,459

Gain from fair value
 adjustments in respect of 
 investment properties

 
 –  –  –  –  – 628,449  – 628,449

Share of results of associates 20 83 19,139  –  – 16,099  – 35,341

Share of results of jointly 
 controlled entities  28  –  –  –  –  –  – 28

Profit before taxation 695,864

Taxation (268,827)

Profit for the period 427,037

3. 

2006 9 30

2007 9 30
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3. SEGMENT INFORMATION (Continued)
Business segment information for the six months ended 
30 September 2006 is presented below:

Management 
contracting

HK$’000

Property 
development 
management

HK$’000

Port and 
infrastructure 
development 

HK$’000

Treasury 
investment

HK$’000

Property 
investment

HK$’000

Eliminations

HK$’000

Consolidated

HK$’000

TURNOVER

External sales 1,558,423 11,313  – 134,421 1,812  – 1,705,969

Inter-segment sales  – 4,086  –  –  – (4,086)  –

Total 1,558,423 15,399  – 134,421 1,812 (4,086) 1,705,969

RESULTS

Segment results 31,329 1,716  – 75,084 360  – 108,489

Unallocated expenses (53,868)

Interest income 22,661

Finance costs (7,254)

Gain on disposal of 
 interest in an 
 associate

 
 –  –  – 5,067  –  – 5,067

Share of results of 
 associates 1,139  – 145,023  – 32,281  – 178,443

Share of results of jointly 
 controlled entities  (1)  –  –  –  –  – (1)

Profit before taxation 253,537

Taxation (3,194)

Profit for the period 250,343

Inter-segment sales are charged at market price or, where no market 
price is available, at terms determined and agreed by both parties.

3. 
2006 9 30



26 PYI Corporation Limited Interim Report 2008

Notes to the Condensed Consolidated Financial Statements

4. OTHER INCOME
The following items are included in other income:

Six months ended 30 September
9 30

2007
HK$’000

2006
HK$’000

Interest income 27,285 22,661

Increase in fair value of derivative financial 
 instruments 10,331  –

5. PROFIT BEFORE TAXATION

Six months ended 30 September
9 30

2007
HK$’000

2006
HK$’000

Profit before taxation has been arrived at 
 after charging (crediting):

Depreciation of property, plant and 
 equipment

 Amount provided for the period  35,435 5,508

 Less: Amount capitalised in respect of 
  contracts in progress

  
(949) (677)

 Amount capitalised in respect of 
  project under development

 
(826) (786)

 Amount capitalised in respect of 
  properties under development

 
(160) (10)

33,500 4,035

Cost of construction works recognised as 
 an expense 2,109,799 1,488,993

Cost of inventories recognised as 
 an expense 144,889  –

Increase in fair value of listed investments 
 held for trading (5,065) (29,119)

Impairment loss on an available-for-sale 
 investment 1,389  –

Release of prepaid lease payments 20,786 17,759

Less: Amount capitalised in respect of
  project under development

 
(18,939) (17,162)

 Amount capitalised in respect of  
  properties under development

 
(950) (310)

897 287

Impairment loss on debtors 10,100 18,000

Amortisation of intangible assets 690  –

Share of taxation of associates (included in 
 share of results of associates)  (49) 7,283

4. 

5. 
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6. TAXATION

Six months ended 30 September
9 30

2007
HK$’000

2006
HK$’000

The charge for the period comprises:

Taxation outside Hong Kong 6,370 3,194

Deferred taxation 262,457  –

Taxation attributable to the Company and
 its subsidiaries 268,827 3,194

Taxation outside Hong Kong is calculated at the rates prevailing in the 
respective jurisdictions.

7. DISTRIBUTION

Six months ended 30 September
9 30

2007
HK$’000

2006
HK$’000

Dividends recognised as distributions to 
 equity holders of the Company during 
 the current period:

 

 Final dividend declared for the year 
  ended 31 March 2007 – HK1.5 cents 
  (2006: HK1.5 cents for year ended 
  31 March 2006) per share

 2007 3 31
  1.5 2006
  2006 3 31
  1.5 22,467 21,939

 Special dividend by way of distribution 
  of the value derived from the Group’s 
  divestment of China Strategic 
  Holdings Limited in 2006: 
  HK22.2 cents per share

 2006
  
  22.2

 – 325,660

22,467 347,599

Dividends proposed:

 Interim dividend proposed for the 
  current period – HK1.5 cents 
  (2006: HK1.5 cents) per share

 1.5
  2006 1.5

22,585 22,069

The amount of the interim dividend proposed for the six months 
ended 30 September 2007 in December 2007, which will be in the 
form of scrip with a cash option, has been calculated by reference to 
the 1,505,654,673 issued shares as at the date of this report.

6. 

7. 

2007 12 2007 9 30

1,505,654,673
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8. EARNINGS PER SHARE
The calculation of the basic and diluted earnings per share for the 
period is based on the following data:

Six months ended 30 September
9 30

2007
HK$’000

2006
HK$’000

Earnings attributable to equity holders of 
 the Company for the purposes of basic 
 earnings per share

 
 312,160 231,631

Effect of dilutive potential ordinary shares:
 Interest on convertible notes  3,518 –

Earnings attributable to equity holders of 
 the Company for the purposes of diluted 
 earnings per share

 
 315,678 231,631

2007
Number of 

shares

2006
Number of 

shares

Weighted average number of ordinary 
 shares for the purpose of basic earnings 
 per share

 
1,492,852,828 1,448,234,817

Effect of dilutive potential ordinary shares:

 Share options  19,822,690 18,192,825

 Convertible notes  25,216,275  –

Weighted average number of ordinary 
 shares for the purpose of diluted 
 earnings per share

 
1,537,891,793 1,466,427,642

9. INVESTMENT PROPERTIES
During the period, the Group completed the reclamation of 
certain sea area and obtained the certificate of completion of land 
reclamation (the “Formed Land”) in respect of certain land area in 
Jiangsu Province in the People’s Republic of China (the “PRC”). Such 
Formed Land, the future use of which is currently undetermined, 
has been recognised as investment properties upon the obtaining 
of the relevant certificate. The relevant costs, which include the 
cost of sea use rights, development expenditure, borrowing costs 
capitalised and other directly attributable expenses amounting to a 
total of HK$378,551,000, have been reclassified from project under 
development.

8. 

9. 

378,551,000
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9. INVESTMENT PROPERTIES (Continued)
The fair value of the Group’s investment properties at 30 September 
2007 has been arrived at on the basis of a valuation carried out as 
at that date by Greater China Appraisal Limited, an independent 
qualified professional valuer not connected with the Group. In 
valuing the fair value of the investment properties, the comparison 
method is adopted where comparison based on prices information 
on comparable property is made. Comparable property of similar 
size, character and location are analysed in order to arrive at a fair 
comparison of capital values. The gain from fair value adjustment 
amounted to HK$628,449,000 had been recognised in the profit or 
loss during the current period.

Accounting policy on investment properties
On initial recognition, investment properties are measured at cost, 
including any directly attributable expenses. Subsequent to initial 
recognition, investment properties are measured using the fair value 
model.

Gain arising from change in the fair value of investment property is 
included in profit for the period in which they arise.

The investment properties are derecognised upon disposal or when 
the investment properties are permanently withdrawn from use 
or no future economic benefits are expected from their disposals. 
Any gain or loss arising on derecognition of the asset (calculated 
as the difference between the net disposal proceeds and the 
carrying amount of the asset) is included in the consolidated income 
statement in the year in which the item is derecognised.

Deferred tax consequences in respect of the revalued investment 
properties are assessed on the basis that reflects the tax 
consequences that would follow from the manner in which the 
Group expects to recover the carrying amounts of the property at 
each balance sheet date. For Formed Land held for undetermined 
future use located in the PRC, management of the Company, for 
the purpose of deferred tax calculation, has made a best estimate 
that half of the Formed Land will be realised through sale in the long 
term. The relevant temporary difference between the tax base of the 
revalued investment properties and their carrying amounts therefore 
would be subject to PRC Land Appreciation Tax.

Details of the deferred taxation are set out in note 17.

10. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT
During the period, the additions of the Group’s property, plant and 
equipment amounted to approximately HK$152,303,000 (2006: 
HK$463,507,000), which mainly represented the port facilities 
transferred from project under development. The port facilities 
are stated at cost less subsequent accumulated depreciation and 
accumulated impairment losses. Depreciation is provided to write 
off the cost of items of port facilities over their estimated useful lives 
ranged from 5 years to 49 years and after taking into account of their 
estimated residual value, using the straight-line method.

For the prior period, assets acquired were mainly related to liquid bulk 
logistics business located in Wuhan, the PRC, through the acquisition 
of business.

9. 
2007 9 30

628,449,000

17

10. 

152,303,000 2006 463,507,000

5 49
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11. PROJECT UNDER DEVELOPMENT

30/9/2007
HK$’000

31/3/2007
HK$’000

Sea use rights 1,537,182 1,747,484

Development costs 1,154,556 664,196

2,691,738 2,411,680

The amount relates to a development project located in Jiangsu 
Province, the PRC. The Group is undergoing the reclamation of 
certain area of the sea. According to the sea use certificates, the 
sea use rights are granted for a term of not less than 50 years 
commencing 2004.

12. INTERESTS IN ASSOCIATES

30/9/2007
HK$’000

31/3/2007
HK$’000

Cost of unlisted investment in associates, 
 less impairment (Note)  503,716 503,716

Share of post-acquisition results, net of 
 dividends received

 
164,473 206,518

668,189 710,234

Note:

As at 30 September 2007, the unlisted investment includes the 
Group’s 45% equity interest in Nantong Port Group Limited (“Nantong 
Port Group”), which is a sino-foreign joint venture enterprise registered 
in the PRC. Nantong Port Group is principally engaged in providing 
cargo loading and off loading, storage, shipping agent, cargo agent, 
ship anchoring, ship repairing, port machinery, shipping logistics and 
ship piloting services in Nantong Port, Jiangsu Province, the PRC.

11. 

2004 50

12. 

2007 9 30
45%
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13. DEBTORS, DEPOSITS AND PREPAYMENTS
The Group’s credit terms for management contracting segment and 
LPG distribution segment are negotiated at terms determined and 
agreed with its customers. Credit terms of property leasing business 
are governed by the rental agreements. The credit terms granted by 
the Group normally range from 30 days to 90 days.

Included in debtors, deposits and prepayments are trade debtors of 
approximately HK$752,697,000 (31/3/2007: HK$1,003,440,000) and 
their aged analysis is as follows:

30/9/2007
HK$’000

31/3/2007
HK$’000

Within 90 days 90 675,958 935,095

More than 90 days and within 180 days 90 180 5,967 19,346

More than 180 days 180 70,772 48,999

752,697 1,003,440

14. CREDITORS AND ACCRUED EXPENSES
Included in creditors and accrued expenses are trade creditors of 
approximately HK$220,500,000 (31/3/2007: HK$351,026,000) and 
their aged analysis is as follows:

30/9/2007
HK$’000

31/3/2007
HK$’000

Within 90 days 90 202,088 329,211

More than 90 days and within 180 days 90 180 4,090 8,230

More than 180 days 180 14,322 13,585

220,500 351,026

15. CONVERTIBLE NOTES PAYABLE
During the period, the Company issued zero coupon convertible 
notes with an aggregate face value of HK$121,521,000 for settlement 
of the consideration for the LPG assets acquired during the year 
ended 31 March 2007. The convertible notes are denominated in 
Hong Kong dollars. The notes entitled the holders to convert them 
into ordinary shares of the Company at any time between 15th 
day after the date of issue of the notes and 15 days prior to their 
respective maturity dates on 18 April 2010 and 31 May 2010 at 
a conversion price of HK$4.25 per share subject to adjustment in 
accordance with the agreement. If the notes are not converted, 
they will be redeemed on maturity date at 114.167% of the principal 
amount of the notes outstanding. The Company may at any time 
and from time to time purchase the convertible notes at any price 
as agreed between the Company and the noteholder. The effective 
interest rates of the liability component of notes issued on 19 April 
2007 and 1 June 2007 are 7.02% and 7.58%, respectively.

13. 

30 90

752,697,000
31/3/2007 1,003,440,000

14. 
220,500,000

31/3/2007 351,026,000

15. 
121,521,000

2007 3 31

2010 4 18 2010 5 31
4.25

114.167%
2007

4 19 2007 6 1
7.02% 7.58%
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15. CONVERTIBLE NOTES PAYABLE (Continued)
Accounting policy of the convertible notes payable
Convertible notes payable issued by the Company that contain 
both liability and equity components are classified separately into 
respective liability and equity components on initial recognition. 
Conversion option will be settled by the exchange of a fixed amount 
of cash or another financial asset for a fixed number of the Company’s 
own equity instruments is classified as an equity instrument. On initial 
recognition, the fair value of the liability component is determined 
using the prevailing market interest of similar non-convertible debts. 
The difference between the proceeds of the issue of the convertible 
notes payable and the fair value assigned to the liability component, 
representing the conversion option for the holder to convert the notes 
into equity, is included in convertible notes reserve.

In subsequent periods, the liability component of the convertible 
notes is carried at amortised cost using the effective interest method. 
The equity component, represented by the option to convert the 
liability component into ordinary shares of the Company, will remain 
in convertible notes reserve until the option is exercised in which case 
the balance stated in convertible notes reserve will be transferred to 
share premium. Where the option remains unexercised at the expiry 
date, the balance stated in convertible notes reserve will be released 
to the retained profits. No gain or loss is recognised in profit or loss 
upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible notes are 
allocated to the liability and equity components in proportion to the 
allocation of the proceeds. Transaction costs relating to the equity 
component are charged directly to equity. Transaction costs relating 
to the liability component are included in the carrying amount of the 
liability portion and amortised over the period of the convertible notes 
payable using the effective interest method.

The movement of the liability component of the convertible notes for 
the period is set out below:

30/9/2007
HK$’000

Issued during the period 113,039

Interest charge 3,518

Carrying amount at the end of the period 116,557

15. 
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16. SHARE CAPITAL

Number of 
shares Value

HK$’000

Ordinary shares of HK$0.10 each: 0.10

Authorised:

 At 1 April 2007 and 30 September 2007  2007 4 1 2007 9 30 3,000,000,000 300,000

Issued and fully paid:

 At 1 April 2007  2007 4 1 1,491,713,407 149,171

 Issue of shares under share option 
  scheme

 
7,960,000 796

 Shares repurchased  (1,834,000) (183)

At 30 September 2007 2007 9 30 1,497,839,407 149,784

During the period, the Company granted 29,650,000 share options 
to the directors, employees and certain other eligible persons at 
an exercise price ranging from HK$3.50 to HK$4.50. The fair value 
of the share options granted during the period is approximately 
HK$8,707,000. The share options granted are subject to vesting 
conditions from zero to two years with or without certain performance 
conditions.

17. DEFERRED TAXATION
The following are the major deferred tax liabilities recognised and 
movements thereon during the current period:

Fair value
 adjustment 

on 
investment 
properties

HK$’000

Fair value 
adjustment 
on project 

under 
development

Note
HK$’000

Others

HK$’000

Total

HK$’000

At 1 April 2007 2007 4 1  – 926,204 21,720 947,924

Exchange realignment  – 21,050 491 21,541

Transfer 123,666 (123,666)  –  –

(Credit) charge to profit or loss 263,014  – (557) 262,457

At 30 September 2007 2007 9 30 386,680 823,588 21,654 1,231,922

Note: 

The deferred tax liabilities represent the tax effect in respect of fair 
value adjustment on project under development arising on business 
combination in 2004.

16. 

3.50 4.50
29,650,000

8,707,000

17. 

 

2004
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18. CONTINGENCIES AND COMMITMENTS

30/9/2007
HK$’000

31/3/2007
HK$’000

Commitments

Expenditure contracted for but not 
 provided in the condensed consolidated 
 financial statements in respect of 
 acquisition of:

 
 

 – Equity investment  56,466  –

 – Property, plant and equipment  282,729 274,986

 – Project under development  615,056 1,146,837

 – Properties under development  279,307 98,044

1,233,558 1,519,867

Contingencies

Guarantee given to a bank in respect of 
 banking facilities granted to an associate  9,454 9,454

19. SIGNIFICANT RELATED PARTY TRANSACTIONS
(a) The Group entered into the following significant transactions with 

its related parties during the period:

Class of related party Nature of transactions

Six months ended 30 September
9 30

2007
HK$’000

2006
HK$’000

Associates of the Group Interest income charged by the Group
1,170 3,122

Rentals and related building management fee 
 charged to the Group

5,776 11,735

Project management fees charged to the Group
15,570  –

Jointly controlled entities 
 of the Group

Subcontracting fees charged to the Group
3,861  –

Subsidiaries of ITC 
 Corporation Limited (“ITC”)

 

Interest income charged by the Group
1,922  –

Associates of ITC Interest income charged by the Group
5,825 10,463

Interest charged to the Group
 – 485

 
Face value of Hanny bonds issued to the Group

 – 36,858

ITC is the substantial shareholder of the Company.

18. 

19. 
(a) 
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19. SIGNIFICANT RELATED PARTY TRANSACTIONS (Continued)
(b) Compensation of key management personnel
   

The remuneration of directors and other members of key 
management, which is determined by the remuneration 
committee having regard to the performance of individuals and 
market trends, is as follows:

Six months ended 30 September
9 30

2007
HK$’000

2006
HK$’000

Short-term benefits 10,527 9,391

Post-employment benefits 278 282

Share-based payment expense 5,906 6,196

16,711 15,869

20. POST BALANCE SHEET EVENT
Subsequent to the balance sheet date, the Group announced its 
intention to acquire a further 12.32% equity interests in Nantong 
Port Group, a 45% owned associate of the Group. The interest will 
be acquired through a public tender and bidding process in the 
PRC. A special general meeting will be convened to poll for the 
grant of a mandate by the Company’s shareholders to proceed with 
the acquisition. Details of the above are set out in the Company’s 
announcement dated 2 November 2007.

19. 
(b) 

20. 

45% 12.32%

2007 11 2




