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ANNUAL REPORT 2000 Z=—ZZZEEER

NOTES ON THE ACCOUNTS

Bk E O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These accounts have been prepared in
accordance with all applicable Statements of
Standard Accounting Practice and
Interpretations issued by the Hong Kong
Society of Accountants, accounting principles
generally accepted in Hong Kong and the
requirements of the Hong Kong Companies
Ordinance. A summary of the significant
accounting policies adopted by the group is

set out below.

Basis of preparation of the accounts

(i) Going concern basis

For the year ended 31st December,
2000, the group incurred a loss of
$1,152.8 million (1999: $1,213.1 million)
and also had net current liabilities of
$1,811.6 million (1999: net current
assets of $421.2 million). The
shareholders’ funds reduced from
$3,298.9 million as at 31st December,
1999 to $2,094.9 million as at 31st
December, 2000.
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EHAHRB () BRAR
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the accounts

(continued)

(i)

Going concern basis (continued)

On 1st December, 2000, the company
requested its bankers for an informal
standstill arrangement on the payment
of all Hong Kong bank loan principal
and interest totalling approximately
$1.9 billion, pending the approval by
the group’s bankers of a formal debt
restructuring plan. The company has
also requested a similar standstill
arrangement with the holders of the
floating rate notes (“the FRNs") with
outstanding balance of US$37 million
issued by Hong Kong Construction
(Capital) Limited, a wholly-owned
subsidiary of the company. The FRNs
were due for repayment on 11th
December, 2000. In accordance with
the terms of the issue of the FRNs
and the bank facility agreements, the
group was in default of the notes and

all its bank borrowings.
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ANNUAL REPORT 2000

—EETEEEH

NOTES ON THE ACCOUNTS (continued)

Bk IE B

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the accounts

(continued)

Going concern basis (continued)

In January 2001, the company entered
into a Facility Agreement and Security
Sharing Agreement with banks (“the
Secured Banks”) having security over
the receivables of certain of the
company'’s construction projects under
which the Secured Banks have agreed
to make further advances to the
company to enable it to pay the
subcontractors of its ongoing projects.
The Secured Banks were provided with
a basket of additional security
comprising properties, shares and a
debenture incorporating fixed and
floating charges over the assets and
undertaking of the company. In
accordance with a "Buyout, Repayment
and Release Deed” dated 4th May,
2001 entered into with the Secured
Banks, the company successfully
negotiated the release of security over
projects’ receivables and thereby
making available for the use of the
group
construction projects.
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EHAHRB () BRAR
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)  Basis of preparation of the accounts
(continued)

(i)

Going concern basis (continued)

Furthermore, Yangpu Power (Hainan) Co
Ltd, a 40% associate of the group has
agreed with a third party for the
disposal of the Yangpu power plant for
a consideration of $1,000 million.
Deposits totalling approximately $555
million have been received subsequent
to the year end subject to the
completion of a formal sale and
purchase agreement. The directors are
confident that the sale of the power
plant will be completed resulting in
substantial external funding to the

group.

The directors are currently in active
negotiations with the group’s bankers
to formalise the standstill arrangement,
to restructure the repayment of the
group’s indebtedness and to agree a
plan to gradually dispose of certain of
its property interests. The directors
believe that the ongoing support from
its bankers will be forthcoming and the
disposal of the Yangpu power plant will
be finalised and the balance of the
proceeds received in full. The directors
are confident that the funds generated
from the disposal of Yangpu power
plant together with the other measures
to be the debt
restructuring plan will enable the group

taken under

to continue in operational existence in
the foreseeable future.
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NOTES ON THE ACCOUNTS (continued)

Bk IE B

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the accounts

(continued)

(ii)

Going concern basis (continued)

Accordingly, the directors are satisfied
that it is appropriate to prepare the
accounts on a going concern basis,
notwithstanding the group's financial
position as at 31st December, 2000.
Should the group be unable to continue
in business as a going concern,
adjustments would have to be made
to restate the values of assets to their
recoverable amounts, to provide for any
further liabilities which might arise and
to reclassify non-current assets and
liabilities as current assets and
liabilities, respectively. The effect of
these adjustments have not been

reflected in the accounts.

The measurement basis used in the
preparation of the accounts is historical
cost modified by the revaluation of
investment properties, and the marking
to market of certain investments in
securities as explained in the

accounting policies set out below.
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EHAHRB () BRAR
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Basis of consolidation

(ii)

The consolidated accounts include the
accounts of the company and all its
subsidiaries made up to 31st December
each year. The results of subsidiaries
acquired or disposed of during the year
are included in the consolidated profit
and loss account from or to the date
of their acquisition or disposal, as
appropriate. All material intercompany
transactions and balances are

eliminated on consolidation.

Goodwill arising on the acquisition of
subsidiaries, being the excess of the
cost of investments in these companies
over the fair value of the group's share
of the separable net assets acquired,
is charged to retained profits in the year
in which it arises. The excess of the
group’s share of the fair value of the
separable net assets of subsidiaries
acquired over the cost is credited to

capital reserve.

On disposal of a subsidiary during the
year, any attributable amount of
purchased goodwill or capital reserve
which has previously been dealt with
as a movement on group reserves is
included in the calculation of the profit

or loss on disposal.
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NOTES ON THE ACCOUNTS (continued)

Bk IE B

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

(e)

Investments in subsidiaries

A subsidiary is a company in which the group,
directly or indirectly, holds more than half of
the issued capital, or controls more than half
of the voting power, or controls the

composition of the board of directors.

Investments in subsidiaries in the company's
balance sheet are stated at cost less any
provisions for diminution in value which is
other than temporary as determined by the
directors for each subsidiary individually. Any
such provisions are recognised as an expense

in the profit and loss account of the company.

Associates and jointly controlled entities

An associate is an entity in which the group
or company has significant influence, but not
control or joint control, over its management,
including participation in the financial and

operating policy decisions.

A jointly controlled entity is an entity which
operates under a contractual arrangement
between the group or company and other
parties, where the contractual arrangement
establishes that the group or company and
one or more of the other parties share joint

control over the economic activity of the entity.
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EHAHRB () BRAR

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Associates and jointly controlled entities
(continued)

Unless the interest in the associate or the
jointly controlled entity is acquired and held
exclusively with a view to subsequent disposal
in the near future, an investment in an
associate or a jointly controlled entity is
accounted for in the consolidated accounts
under the equity method and is initially
recorded at cost and adjusted thereafter for
the post acquisition change in the group’s
share of the associate’s or the jointly controlled
entity's net assets. The consolidated profit and
loss account reflects the group’s share of the
post-acquisition results of the associates and
jointly controlled entities for the year. Goodwill
arising on the acquisition of an associate or a
jointly controlled entity, being the excess of
the cost over the fair value of the group’s share
of the separable net assets acquired, is
charged to retained profits in the year in which
it arises. The excess of the group’s share of
the fair value of the separable net assets
acquired over the cost of investment is
credited directly to capital reserves.

Unrealised profits and losses resulting from
transactions between the group and its
associates and jointly controlled entities are
eliminated to the extent of the group’s interest
in the associate or jointly controlled entity,
except where unrealised losses provide
evidence of an impairment of the asset
transferred, in which case they are recognised
immediately in the profit and loss account.
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ANNUAL REPORT 2000 Z=—ZZZEEER

NOTES ON THE ACCOUNTS (continued)
B B MY & (&

For the year ended 31st December, 2000 BEELLFEF T = HIEFE
(Expressed in Hong Kong dollars) (LABRIR)

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. FESTHE @)

al

(e)  Associates and jointly controlled entities () HEATREEAR (H)

(continued)

On disposal of an associate or a jointly AR FE s A R 8 A B A R
controlled entity during the year, any HERAENSEEUEEELEE
attributable amount of purchased goodwill or it A 528 0 i 3HE 00 B B AR A

capital reserve which has previously been dealt
with as a movement on group reserves is

included in the calculation of the profit or loss

on disposal.

The results of the associates and jointly Wt 0N R ]G N R R 3 SRR A AR
controlled entities are included in the JRE B4 B i B R B R R AR 2 Y
company's profit and loss account to the extent Has i > bl BE A B R u
of dividends received and receivable, providing AN A B AR > T UG A R
the dividend is in respect of a period ending M RER O A & F g A A A ARIA
on or before that of the company and the ZHIHERE o AN A E E A BRNRE
company's right to receive the dividend is - /NEIDS ek - /NEIOE S - k.91 %S
established before the accounts of the Uok 7 = g BR A AE AR B IR B R
company are approved by the directors. In the T AH IR 25 B N ) B A AR
company's balance sheet, its investments in Sl BB O A AR o AT )3 S vEf 6
associates and jointly controlled entities are TEAN AR IR 4 MR N HERR 45 S o

stated at cost less any provisions for
diminution in value which is other than
temporary as determined by the directors for
each associate or jointly controlled entity
individually. Any such provisions are recognised
as an expense in the profit and loss account

of the company.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

Other investments in securities

The group's and the company’s policies for

investments

in securities other than

investments in subsidiaries, associates and

jointly controlled entities are as follows:

(ii)

(iii)

Trading securities are stated in the
balance sheet at fair value. Changes in
fair value are recognised in the profit

and loss account as they arise.

Non-trading securities are stated in the
balance sheet at fair value. Changes in
fair value are recognised in the
investment revaluation reserve until the
security is sold, collected, or otherwise
disposed of, or until there is objective
evidence that the security is impaired,
at which time the relevant cumulative
gain or loss is transferred from the
investment revaluation reserve to the
profit and loss account.
Transfers from the investment
revaluation reserve to the profit and
loss account as a result of impairments
are reversed when the circumstances
and events that led to the impairment
cease to exist and there is persuasive
evidence that the new circumstances
and events will persist for the

foreseeable future.
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NOTES ON THE ACCOUNTS (continued)

Bk IE B

For the year ended 31st December, 2000

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

(g)

Other investments in securities (continued)

(iv)

Fixed assets

(i)

Profits or losses on disposal of
investments in securities are accounted
for in the profit and loss account as
they arise. In the case of non-trading
securities, the profit or loss includes
any amount previously held in the
investment revaluation reserve in

respect of that security.

Fixed assets are carried in the balance

sheets on the following bases:

investment properties with an
unexpired lease term of more
than 20 years are stated in the
balance sheet at their open
market value, which is assessed
annually by external qualified

valuers; and

properties held for own use and
other fixed assets are stated in
the balance sheet at carrying
value or cost less aggregate

depreciation.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets (continued)

(ii)

Changes arising on the revaluation of
investment properties are generally
dealt with in investment properties
revaluation reserves. The only

exceptions are as follows:

. when a deficit arises on
revaluation, it will be charged
to the profit and loss account,
if and to the extent that it
exceeds the amount held in the
reserve in respect of the
portfolio of investment
properties immediately prior to

the revaluation; and

o when a surplus arises on
revaluation, it will be credited
to the profit and loss account,
if and to the extent that a deficit
on revaluation in respect of the
portfolio of investment
properties had previously been
charged to the profit and loss

account.
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NOTES ON THE ACCOUNTS (continued)

Bk IE B

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets (continued)

(iii)

(iv)

Subsequent expenditure relating to a
fixed asset that has already been
recognised is added to the carrying
amount of the asset when it is probable
that future economic benefits, in
excess of the originally assessed
standard of performance of the existing
asset, will flow to the enterprise. All
other subsequent expenditure is
recognised as an expense in the period

in which it is incurred.

Gains or losses arising from the
retirement or disposal of a fixed asset
are determined as the difference
between the estimated net disposal
proceeds and the carrying amount of
the fixed asset and are recognised in
the profit and loss account on the date
of retirement or disposal. On disposal
of an investment property, the related
portion of surpluses or deficits
previously taken to the investment
properties revaluation reserve is also
transferred to the profit and loss
account for the year. For all other fixed
assets, any related revaluation surplus
is transferred from the revaluation

reserve to retained profits.
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EHAHRB () BRAR
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) Other properties

(i)

(i)

(iii)

Properties held for development

Properties held for development are
stated at cost less any provisions for
diminution in value as determined by

the directors.

Properties under development

Properties under development are
stated at specifically identified cost,
including borrowing costs capitalised,
aggregate cost of development,
material and supplies, wages and other
direct expenses, less any provisions

considered necessary by the directors.

Properties held for sale

Properties held for sale are stated at
the lower of cost and the estimated
net realisable value. In the case of
properties developed by the group, cost
is determined by apportionment of the
total development costs for that
development project, including
borrowing costs capitalised, attributable
to the unsold properties. Net realisable
value is the estimated selling price less

costs to be incurred in selling the

property.
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NOTES ON THE ACCOU NTS (continued)

Bk IE B

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)  Other properties (continued)

(iv)

Land under development

All expenditure incurred during the
development period in connection with
the development of infrastructure of
certain land held by an associate is
treated as a cost of land under
development. Such costs include
construction costs, financing costs,
exchange differences on loans to
finance the development, and other

overheads.

The cost attributable to each land site
is determined by apportioning the total
estimated cost of the development
(less amounts written off related to
previous sales) based on the estimated
selling price of the relevant site to the
aggregate of the total sales price of
sites sold to date and of the estimated
total sales price of all unsold sites on
hand at the balance sheet date. When
a sale is recognised the cost
attributable to the relevant site is

charged to the profit and loss account.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)
R 1B W = &)

For the year ended 31st December, 2000 e = LERLFE S A = — HILFE
(Expressed in Hong Kong dollars) (L WS R )

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. EESFEEK (&)
(h)  Other properties (continued) (hy HaymzE F)

(v)  Profit recognition on pre-sales of (v) 7B ) Y ik i AR
properties under development

The estimated profit on pre-sales of TH & 5 R ) 2E Y Ak wH G A
properties under development is BT REE RS HE
recognised over the course of AP TE R R AR - THEY)
development when the outcome of the SETRE R I P R R R Bt @ g
development can be reasonably T A T 36 R A9 43 T LG 9 AR
foreseen. The profit recognised on the 2 > AR B 3R R
pre-sold properties is determined by o WEEREZ e HPE
the apportionment of the estimated JITE AR EE R ARG B o8 T
profit over the entire period of IRF A% 8 AR 1 A B RT3
construction to reflect the progress of 15 DA BT i 8 65 3T 42 306 w5t Je Bk
the development and is calculated by RAMBH SR -

reference to the proportion of
development costs incurred up to the
accounting date to the estimated total
development costs to completion, but
is limited to the amount of sales
deposits received and due allowances

are made for contingencies.

(i) Depreciation 0} e
(i) No depreciation is provided on (i) A e i A B AR B R AR
investment properties with an ZHREW T KA ERE T
unexpired lease term of over 20 years Nt AT o

or on freehold land.

(i) No depreciation is provided on i)y #HERSBWEMEERARZ
properties under development/held for YIEREYT# -
development.
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Bk IE B

For the year ended 31st December, 2000

(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Depreciation

(continued)

(iii) Depreciation is calculated to write off

the cost of other fixed assets over their

estimated useful lives as follows:

leasehold land is depreciated on
a straight-line basis over the

remaining term of the lease;

buildings are depreciated on a
straight-line basis over the
shorter of their estimated useful
lives, being 50 years from the
date of completion, and the
unexpired terms of the leases;
and

other fixed assets, comprising
machinery and equipment,
vehicles, vessels, and fixtures
and fittings are depreciated on
a straight-line basis over their
anticipated useful lives of 4 to
10 years.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

Revenue recognition

Provided it is probable that the economic

benefits will flow to the group and the revenue

and costs, if applicable, can be measured

reliably, revenue is recognised in the profit

and loss account as follows:

(i)

Sale of properties

Revenue arising from properties held
for sale is recognised upon the signing
of the sale and purchase agreements
or the issue of an occupation permit
by the relevant government authorities,
whichever is the later. Deposits and
instalments received on properties sold
prior to the date of revenue recognition
are included in the balance sheet under

“Creditors and accrued expenses”

Contract revenue

When the outcome of a construction

contract can be estimated reliably:

U revenue from a fixed price
contract is recognised using the
percentage of completion
method, measured by reference
to the percentage of contract
costs incurred to date to
estimated total contract costs

for the contract; and
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NOTES ON THE ACCOUNTS (continued)

Bk IE B

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(j) Revenue recognition (continued)

(ii)

(i)

(iv)

Contract revenue (continued)

o revenue from a cost plus
contract is recognised by
reference to the recoverable
costs incurred during the period
plus the fee earned, measured
by the proportion that costs
incurred to date bear to the
estimated total costs of the

contract.

When the outcome of a construction
contract cannot be estimated reliably,
revenue is recognised only to the
extent of contract costs incurred that

it is probable will be recoverable.
Rental income from operating leases
Rental income receivable under

operating leases is recognised on a

straight-line basis over the term of the

lease.

Dividends

. dividend income from unlisted
investments other than

associates and jointly controlled
entities is recognised when the
shareholder's right to receive

payment is established.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

(k)

Revenue recognition (continued)

(iv) Dividends (continued)

. dividend income from listed
investments is recognised when
the

investment goes ex-dividend.

the share price of

(v) Interest income from bank deposits,
contract receivables and other loans
and advances is accrued on a time-
apportioned basis on the principal

outstanding and at the rate applicable.

Construction contracts

The accounting policy for contract revenue is
set out at note 1(j)(ii) above. When the
outcome 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. When it is probable
that total contract costs will exceed total
contract revenue, the expected loss is
recognised as an expense immediately. When
the outcome of a construction contract cannot
be estimated reliably, contract costs are
recognised as an expense in the period in

which they are incurred.
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NOTES ON THE ACCOUNTS (continued)

Bk IE B

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)

(1

Construction contracts (continued)

Construction contracts in progress at the
balance sheet date are recorded in the balance
sheet at the net amount of costs incurred plus
recognised profits less recognised losses and
progress billings, and are presented in the
balance sheet as the “Gross amount due from
customers for contract work” (as an asset) or
the “"Gross amount due to customers for
contract work"” (as a liability), as applicable.
Progress billings not yet paid by the customer
are included in the balance sheet under
“Debtors, deposits and prepayments”
Amounts received before the related work is
performed are included in the balance sheet,

as a liability, as "Advances received'

Deferred taxation

Deferred taxation is provided using the liability
method in respect of the taxation effect arising
from all material timing differences between
the accounting and tax treatment of income
and expenditure, which are expected with
reasonable probability to crystalise in the

foreseeable future.

Future deferred tax benefits are not recognised
unless their realisation is assured beyond

reasonable doubt.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

(n)

(o)

Translation of foreign currencies

Foreign currency transactions during the year
are translated into Hong Kong dollars at the
exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated
in foreign currencies are translated into Hong
Kong dollars at the exchange rates ruling at
the balance sheet date. Exchange gains and
losses are dealt with in the profit and loss
account.

The results of overseas subsidiaries are
translated into Hong Kong dollars at the
average exchange rates for the year; balance
sheet items are retranslated at the rate of
exchange ruling at the balance sheet date. The
exchange differences are dealt with as a
movement in reserves.

Operating leases

Rental payable under operating leases is
accounted for in the profit and loss account
on a straight-line basis over the periods of the
respective leases.

Retirement costs

The group operates a defined benefit
retirement scheme and the regular cost of
providing retirement benefits is charged to the
profit and loss account over the expected
service lives of the members of the scheme
on the basis of level percentages of
pensionable pay. Variations from regular cost
arising from periodic actuarial valuations are
allocated to the profit and loss account over
the expected remaining service lives of the
members.
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NOTES ON THE ACCOUNTS (continued)

Bk IE B

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

(p)

Retirement costs (continued)

In addition, the company has set up a
Mandatory Provident Fund (“MPF") Scheme
by participating in a master trust scheme
provided by an independent MPF service
provider to comply with the requirements
under the MPF Ordinance. Contributions paid
and payable by the Company to the scheme
are charged to the profit and loss account.

Borrowing costs

Borrowing costs are expensed in the profit and
loss account in the period in which they are
incurred, except to the extent that they are
capitalised as being directly attributable to the
acquisition, construction or production of an
asset which necessarily takes a substantial
period of time to get ready for its intended

use or sale.

The capitalisation of borrowing costs as part
of the cost of a qualifying asset commences
when expenditures for the asset are being
incurred, borrowing costs are being incurred
and activities that are necessary to prepare
the asset for its intended use or sale are in
progress. Capitalisation of borrowing costs is
suspended or ceases when substantially all
the activities necessary to prepare the
qualifying asset for its intended use or sale

are interrupted or complete.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(q)

(r)

Related parties

For the purposes of these accounts, parties
are considered to be related to the group if
the group has the ability, directly or indirectly,
to control the party or exercise significant
influence over the party in making financial
and operating decisions, or vice versa, or
where the group and the party are subject to
common control or common significant
influence. Related parties may be individuals

or other entities.

Cash equivalents

Cash equivalents are short-term, highly liquid
investments which are readily convertible into
known amounts of cash without notice and
which were within three months of maturity
when acquired. For the purposes of the cash
flow statement, cash equivalents would also
include advances from banks repayable within

three months from the date of the advance.

TURNOVER

The principal activities of the company are

construction and property development and

investment. The principal activities of the subsidiaries

are set out in pages 120 to 123 on the accounts.
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NOTES ON THE ACCOUNTS (continued)
B B MY & (&

For the year ended 31st December, 2000 BEZEEFFHE S ZH = —HILFE
(Expressed in Hong Kong dollars) (LABRIR)
2. TURNOVER (continued) 2. EBXE H
Turnover represents revenue from construction SEBEAERABRESHEA - HERA
contracts, rental income and proceeds from sale of A EYERHKIA - FREEHEPLH
properties. The amount of each significant category EERNEERASREBENT
of revenue recognized in turnover during the year is
as follows:
2000 1999
—EEEHF — LIV
$ Million $ Million
BET A T
Revenue from construction contracts HELS A 1,867.4 2,961.2
Rental income el A 22.2 26.7
Proceeds from sale of properties tb B W) 3E P 45 30 2.9 17.0
1,892.5 3,004.9
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)
iR I M = (a)

For the year ended 31st December, 2000 MEZEELZFEA|f ZH =1 —H I

(Expressed in Hong Kong dollars) (L WS R )

3.  SEGMENTAL INFORMATION 3. SHHEH
The analysis of the principal activities and geographical AN T B A B TR A w S A B AR R R T
locations of the operations of the company and its W NS

subsidiaries during the financial year are as follows:

Contributions to

loss/(profit) from

operations

Group turnover HKEER

SEEXE (&F) HER
2000 1999 2000 1999

—EEEE —JUUE ZEZEFE —NUUE
$ Million $ Million $ Million $ Million

HET H T BEE&TT H #7T
Principal activities FHEH
Construction contracts HELRH 1,867.4 2,961.2 277.4 156.4
Property rental EiTN= 22.2 26.7 (22.2) (26.7)
Property trading WEHE 2.9 17.0 2.0 1.2
1,892.5 3,004.9
Other group expenses net of At £ 18 5 o
other income (EmBrE A A ) 56.5 205.1
313.7 336.0
Geographical locations 48 @
of operations
Hong Kong and others A its B HA 1,722.6 2,592.4 334.7 270.4
The People’s Republic
of China g 169.9 412.5 (21.0) 65.6
1,892.5 3,004.9 313.7 336.0

77



ANNUAL REPORT 2000 Z=—ZZEZEEER

NOTES ON THE ACCOUNTS (continued)
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For the year ended 31st December, 2000 HEZEELFE| ZH =1 —HILFE
(Expressed in Hong Kong dollars) (LI 517 )
4.  OTHER REVENUE 4,  Hfhlg A
2000 1999
—EEEF —JLILILAE
$ Million $ Million
BETT H T
Dividend income from listed securities TSN BLE A - 0.1
Dividend income from unlisted securities JE LA E A 0.2 0.7
Interest income FB A 103.7 206.6
Property fee income EILEALPN 20.1 16.0
Other income H A A 9.9 -
133.9 223.4

5. LOSS FROM ORDINARY ACTIVITIES BEFORE 5. BREEEXEKER

TAXATION
Loss from ordinary activities before taxation is arrived BRBLETIE # EHBHEO MR (FFA):
at after charging/(crediting):
2000 1999
—EEEF  —UULE
$ Million $ Million
BEETT F #7T
(a)  Other net (income)/loss (@) Hft (k) /BEFE
Net profit on sale of fixed assets B B A O A 1 A (3.7) (4.3)
Net realised and unrealised losses DA EESIRE EE S
on trading securities carried at 5 B Rk 22 B
fair value B R 0.4 22.2
Loss on disposal of non-trading securities HEFRHEESRE 5.5 -
Exchange (gain)/loss BN Oes) Bk (14.0) 71.3
Net loss on supply of building materials b 2 S b L s 1 0.8 4.2
Others HAl (1.4) -

(12.4) 93.4




EHAHRB () BRAR
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

5. LOSS FROM ORDINARY ACTIVITIES BEFORE
TAXATION (continued)

Loss on disposal of non-trading securities included a
deficit of $5.4 million (1999: $Nil) transferred from
non-trading securities revaluation reserve. Net profit
on sale of fixed assets included a surplus of $3.1
million (1999: $6.8 million) transferred from investment
properties revaluation reserve.

(b)  Other operating expenses (b)
Provision against proceeds receivable
in respect of disposal of interest
in an associate
Provision for bad and doubtful debts
Provision for diminution in value
of properties
Write off of tendering and other costs
Others

(c) Finance cost (c)
Interest on bank advance and other

borrowings repayable within five years

Amortisation of floating rate notes

issue expenses

= o4#)

e EEFFE S A= —HIEFE
(LI R )

5. KBRBEAMEEXBER &)

HEFEEEARENERC GEEAE
B A R 1OE A M 445,400,000 7T
(—JUILIUAE « f8) o 85 [ 2 i i 1 R
(AN N -7 S E ' = el RO
#%3,100,0007C (—JL JLJL4F : 6,800,000

JG) e
2000 1999
—EEEF NUNIE
$ Million $ Million
BEET H &
Hittie&m
&R s A
JRE IS I f8E
- 75.0
AR B 31.8 101.3
WA B
50.0 455
B A AT 8 - 12.7
HoAts 6.9 16.0
88.7 250.5
MERAK
A AR N RN
AT R H AL
R GEETESS 2925 279.3
R
ik i 1.3 13
293.8 280.6
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NOTES ON THE ACCOUNTS (continued)
B B MY & (&

HE FEEEES A=A HIEFE
(LA ISR )

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

5. LOSS FROM ORDINARY ACTIVITIES BEFORE 5. RBEEEXEKRER &)

TAXATION (continued)

(d)  Provision for interest in associates (d HEZEATEZORE
This represents provision against interest in B RS A IR T o —
associates. The amount in 1999 includes an JUIUIUAF 0 B4l v 60 558 3 A 4 [ 4%
amount of $346.5 million in respect of the HA40% M TR E T (FE) AR
diminution in value of the group’s 40% interest 4\ T B AR T A H1 346,500,000 7T Y
in Yangpu Power (HK) Co. Limited. 5 o
2000 1999
—EEBEF hUULE
$ Million $ Million
=F--n H # T
(e)  Other items () HtER
Cost of properties sold VESE N 4.9 18.1
Staff costs (including retirement costs BITHRA (FERRENA
of $11.1 million (1999: $7.8 million)) * 11,100,0007C (19994F :
7,800,0007C) ) * 47.3 49.7
Auditors’ remuneration 2GR 7.2 49
Depreciation * g 3.0 3.7
Operating lease charges in respect T EE
of property 5.0 5.1
Rentals receivable from investment JE A G S 4
properties less direct outgoings % 1H2,200,0007C
of $2.2 million (1999: $0.4 million) (19994 : 400,0007C) (18.6) (17.8)

A T K 37 85 22/ 47 7 /770,100,000
gL (— JuL L JL 4F :51,600,0007C )
1,000,000 (—JL/L/L4F : 500,000
i) FEABELL A o

* Staff costs and depreciation of $70.1 million *
(1999: $51.6 million) and $1.0 million (1999:
$0.5 million) respectively were charged to
cost of construction contracts.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)
R 1B W = &)

For the year ended 31st December, 2000 MEZEELFEA|f ZH =+ —HILFE
(Expressed in Hong Kong dollars) (L WS R )
6.  DIRECTORS’ REMUNERATION 6. EEME
Directors' remuneration disclosed pursuant to section M4 A s (A RGBT 5516 11K 5 R i &
161 of the Hong Kong Companies Ordinance is as MEaT -
follows:
2000 1999
—EEEHF — LILJLAE
$ Million $ Million
BEET H T
Fees Mo 0.2 0.3
Salaries and other emoluments 4 T A I 4 21.5 25.8
Discretionary bonuses ) & AL AL 0.9 0.3
Retirement scheme contributions E N TR 0.1 0.3
22.7 26.7
Included in the directors’ remuneration were fees of I PR S AR AR B O S AN T ST IR
$0.1 million (1999: $0.1 million) paid to the 17#2100,0000C (—JLJLJL4E © 100,000
independent non-executive directors during the year. Jo) Wi -
In addition to the above emoluments, certain directors Bk T ESCRrat & 4h > B4 B AR A
were granted share options under the company's 7 w1 S R T T RR R o B Lt
share option scheme. The details of these benefits in B AR 0 RS O e A [
kind are disclosed under the paragraph “Directors’ HRATHABRE NS | —FR -
and Chief Executive's interests” in the directors’
report.
In the absence of a ready market for the options F 7 T W T R AN 2 ) A 1 R R RE R
granted on the shares of the company, the directors BB TS o HCEE S o A Y AR T AL T
are unable to arrive at an accurate assessment of the HEREDBBREMEMN -

value of the options granted to the respective

directors.
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B B KM & o(#

HE FEEEES A=A HIEFE

(Expressed in Hong Kong dollars) (LI 917 )
6.  DIRECTORS’ REMUNERATION (continued) 6. EEM< 4
The remuneration of the directors is within the M4 AE DL #IE N E S AB T
following bands:
2000 1999
—E22EF —JLILILAEE
Number of Number of
directors directors
EEAH YN
$ Nil - 1,000,000 4 —1,000,0007C 10 13
$ 1,000,001 - 1,500,000 1,000,0017¢ — 1,500,0007C 2 1
$ 1,500,001 - 2,000,000 1,500,0017¢ — 2,000,0007C 2 1
$ 2,500,001 - 3,000,000 2,500,0017c — 3,000,0007T 1 1
$ 3,000,001 - 3,500,000 3,000,001 — 3,500,0007C 1 2
$ 3,500,001 - 4,000,000 3,500,001 — 4,000,0007C - 1
$ 4,000,001 - 4,500,000 4,000,0017c — 4,500,0007C 1 -
$ 4,500,001 - 5,000,000 4,500,0017c — 5,000,0007C - 1
$ 5,000,001 - 5,500,000 5,000,001 — 5,500,0007C 1 1
7. INDIVIDUALS WITH HIGHEST EMOLUMENTS 7. EeMEe AL
Of the five individuals with the highest emoluments, HeaMERm AL IrA (—JULUE -

all (1999: all) are directors of the

company, whose

emoluments are disclosed in note 6.

PRA) RArES > HM e e Ee R -
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk E P R

For the year ended 31st December, 2000

( # )

HE FEEFEAS ZH =+ HIEFEE

(Expressed in Hong Kong dollars) (L WS R )
8.  TAXATION 8. BiE
(a)  Taxation in the consolidated profit and loss (@ HREAERIIIMBIIES

account represents:

PRC taxation
(Overprovision)/underprovision of
Hong Kong profits tax in respect

of prior years

Share of associates’ taxation

No provision has been made for Hong Kong profits
tax as the company and its subsidiaries in Hong Kong

sustained losses for taxation purposes during the year.

The group
33

2000 1999

—BBRE UK

$ Million $ Million

BETT Fi B C

o BT - 4.9
DIFEAE R
FIA5 B A

CGHEFE) AR (23.3) 4.0

(23.3) 8.9

JRE A B 5 2 B IR 4.2 14.7

(19.1) 23.6

H A A 2% )R AS 23 ) 7R A 5 04 B g 2 w7
A F e (TEBUBS T mim &) - R
A B U A AR B B -
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(Expressed in Hong Kong dollars) (LI 917 )
8.  TAXATION (continued) 8. BiE (4
(b)  Taxation payable in the balance sheets (b) EEAMBERANMBIIAES

represents:

Hong Kong profits tax
- tax recoverable
- balance of profits tax
provision relating
to prior years
PRC taxation

Bk IH O R

( 7

HE FEEEES A=A HIEFE

The group The company
X5H NN
2000 1999 2000 1999
“EEEE HUUE ZEFEEE UULF
$ Million $ Million $ Million $ Million
HET AT HER A #T
EREYIEEY
— iR [o] B IH (4.8) - (4.8) -
— AR R A3
M B
- 24.8 - 24.8
W LI 53.4 51.7 41.0 41.0
48.6 76.5 36.2 65.8

(c)

There are no significant potential deferred tax
liabilities for which provision has not been

made.

9. LOSS ATTRIBUTABLE TO SHAREHOLDERS

The loss attributable to shareholders includes a loss
of $1,605.6 million (1999: loss of $923.3 million) which

has been dealt with in the accounts of the company.

(c) PRI pAy alff 4 i AV 7 A0 AE BB 4R
I R A

I SR BB A5 5 1R

PR NG IR A —FEE S AAFRA RN
£y 91,605,600,000c 2 i (— L L
4 : 923,300,0007T) °
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE ACCOUNTS (continued)

Bk IE O

For the year ended 31st December, 2000
(Expressed in Hong Kong dollars)

10.

LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share is based
on net loss for the year attributable to ordinary
shareholders of $1,152.8 million (1999:
$1,213.1 million) and on 5079 million (1999:
506.2 million) ordinary shares, being the
weighted average number of ordinary shares

outstanding during the year.
Diluted loss per share
There were no dilutive potential ordinary

shares in existence during the years 1999 and
2000.

G

(#)

HE FEEFEAS ZH =+ HIEFEE

(L1 W9 7 )
10. SEREE
@ BREXERE

(b)

g e B A fis 1 2 4% 11,152,800,000
JG (—JLJLJLAF + 1,213,100,00070)
1 % BB A e 18 B A 4F B BT
78 B 1 Jin RE 7 44 #4507,900,000 i
(—JLJLJL4E : 506,200,000%) &f
B oo

BREBESSE

TE— ULV e — B R R EHR
A TR AE A ) 3 e A o
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