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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1.

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These financial statements have been prepared
in accordance with all applicable Hong Kong
Financial Reporting Standards (which includes
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. These financial
statements also comply with the applicable
disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited (“the Listing Rules”). A
summary of the significant accounting policies
adopted by the group is set out below.

Basis of preparation of the financial
statements

(i) Going concern basis

On 1st December, 2000, the company
requested an informal standstill
arrangement with its bankers on the
payment of all Hong Kong bank loan
principal and interest totalling
approximately $1.9 billion, pending
negotiation and agreement on 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
an 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 13th
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 FRNs and
all its bank borrowings.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the financial

statements (continued)

(i)

Going concern basis (continued)

On 27th August, 2002, the group
entered into a restructuring agreement
with the bank creditors and the FRN
holders in respect of an aggregate
indebtedness of $1.6 billion to the bank
creditors and US$25.4 million to the
FRN holders as of 31st July, 2002, with
a view to restructure and settle the
outstanding indebtedness. However, as
of December 2003, the group and the
bank creditors and the FRN holders
failed to reach any conclusion for the
settlement of the outstanding
indebtedness.

On 20th December, 2003, the bank
creditors and the FRN holders entered
into a conditional debt transfer and
exchange agreement (“the Debt
Transfer Agreement”) with Creator
Holdings Limited (“Creator”), an
unrelated third party, under which
Creator would purchase from the bank
creditors and the FRN holders
substantially all of the indebtedness
owing by the company and certain of
its subsidiaries to them except for loans
amounting to $221.9 million, of which
$150.0 million has been refinanced and
the balance of $71.9 million was settled
prior to the completion of the Debt
Transfer Agreement.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 #E FE A ] = HILFE
(Expressed in Hong Kong dollars) (LAt 5 R )

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. T EEFEE (&)

(b)  Basis of preparation of the financial (b) HMBHRRNEREE ()
statements (continued)

(i) Going concern basis (continued) (i) FRAEREEFEIE ()

The group was informed by the bank A AL B S RE SR AT S IF R
creditors and the FRN holders that the WRr A N R OB T
Debt Transfer Agreement was B FZEWNE—H+INH
completed on 16th January, 2004. In 56 B o HR 45 52 1 5 s 58 o ik Ik
accordance with the terms of the Debt O AR K AERESRAT SR B
Transfer Agreement, the group's =R A A #91,600,000,000
indebtedness amounting to JCZ AR O T AlE (K
approximately $1.6 billion owed to the B B BRIk —FE A
bank creditors and the FRN holders T HZHET L 2 VR
were assigned to Creator (“the B (&R IR ZFFE
Indebtedness”). Accordingly, the FANHZ_tTLHFEZZEAH
restructuring agreement dated 27th T e M HLAth A7 B 1 AR R K
August, 2002 together with other B I A5 R 1% e 5 AL IRF
related standstill documents, other than o HE AR BT B Ao A T e
a guarantee and debenture dated 3rd Ho# T B8 2 w) % 8 05
December, 2001 (“the Debenture”), T & TR R K
would cease to have any further force R A A B A O R
and effect upon the completion of the ERERAT M7 B EBRA A
Debt Transfer Agreement. The A E S 2 RER -~ T A RE R R
Debenture executed by the company O R T Al

and certain of its subsidiaries in respect
of certain of their undertakings, rights,
properties and assets would continue
in force and effect and Creator has
been assigned the right, title and
interest of the bank creditors and the
FRN holders.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the financial

statements (continued)

(i)

Going concern basis (continued)

On 11th February, 2004, the company
and Creator entered into a debt
conversion and share subscription
agreement (“the Debt Conversion
Agreement”), and a sale and purchase
agreement (“the Yangpu Agreement”)
relating to Hainan Yangpu Development
(H.K.) Limited ("HYD(HK)"), an
associate of the group, to repay
approximately $1,640.5 million of the
Indebtedness. The Indebtedness owed
to Creator is estimated to be
approximately $1,670.5 million,
representing principal and interest
accrued and to be accrued thereon up
to 31st March, 2004. The remaining
balance of the Indebtedness of $30.0
million is expected to be repaid within
one year. At 31st December, 2003, the
group owned 30 ordinary shares
(representing 46.15% interest) in HYD
(HK) which owned 65% interest in
Hainan Yangpu Land Development Co
Ltd (“HYLD"). HYLD owns and
develops a property development
project in the Hainan Yangpu Economic
Development Zone, Hainan Island, the
PRC.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 ME BT, ] A — HIFFE
(Expressed in Hong Kong dollars) (LA it W 5 o )

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. T EEFEE (&)

(b)  Basis of preparation of the financial (b) HMBHRRNEREE ()

statements (continued)

(i) Going concern basis (continued) (i) FRAEREEFEIE ()
The Debt Conversion Agreement 2 5 A B R O
involves:

the issue and allotment by the
company to Creator of
1,340,555,276 new ordinary
shares of the company credited
as fully paid at $1.00 per share
(“the Subscription Shares”);

the granting of an option by the
company to Creator to
subscribe for an aggregate of
up to 380,000,000 ordinary
shares credited as fully paid at
$1.00 each at any time in whole
or in part during the period of 5
years from the date of
completion of the Debt

Conversion Agreement; and

Creator agreed to release and
waive all its rights, interests and
title of and to the amount owed
by the group in the amount of
approximately $1,340.5 million
and the Debenture against the
group and the waiver of all
default interests accrued on the

amount owed by the group.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the financial

statements (continued)

(i)

Going concern basis (continued)

The Yangpu Agreement involves the
disposal
(representing 84.62% interest) in HYD

of 55 ordinary shares

(HK) to Creator for a consideration of
$300.0 million to be satisfied by setting
off the same amount against the
Indebtedness. As the group only held
30 ordinary shares in HYD(HK) at the
year end, the group had subsequent to
31st December, 2003 entered into two
sale and purchase agreements with
two of the HYD(HK)'s shareholders to
acquire a total of 25 ordinary shares in
HYD(HK).

The Debt Conversion Agreement and
the Yangpu Agreement were approved
at the extraordinary general meeting of
the shareholders on 3rd April, 2004 and
completed on 13th April, 2004. As a
result of the issuance of the
Subscription Shares to Creator, Creator
became the company’s ultimate holding

company.

wox M

Ll
at

(%)

WE_FEE = =+ —HILFE
(LA #5575 )

FEERBR (4)

1.

(b)

MBRRNWEREE ()

(i)

TRAEAC FE I (HH)

3 W sk ¥ & £4300,000,000
TG 2 B # 5 55 I R BH 4
58 1> Bl 84.62 % % T A1
W o % Hh B B RS G LA K B AH [
BB 2 AR AR S A o A AR 4R
7 AT 5 R LR AT O T B
S0 i AR E N — R F
SFEF A= B B
T B E W 44 B R T 7 B g
AR T A VE T BH 3 4L 25 ik
5 i o

(GREE LS DL R VN
TERFAEN A = H R
TR v I
T+ = H g BT R
e A T B > A R A A
AR S S /NI



RN () BRAR
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 #E FE A ] = HILFE
(Expressed in Hong Kong dollars) (LAt 5 R )

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. T EEFEE (&)

(b)  Basis of preparation of the financial (b) HMBHRRNEREE ()

statements (continued)

(i) Going concern basis (continued) (i) FRAEREEFEIE ()

In preparing the financial statements, TR W B R EHOH
the directors have taken into J& B ZFFNAENH + =
consideration the completion on 13th H 56 J B 18 75 46 foh ok MoV
April, 2004 of the Debt Conversion T h o BB BT P A% AR SR B K
Agreement and the Yangpu Agreement BB A SR AT M TR S B R A
which effectively converted most of the B B R RE S - H A AL
group's bank and FRN indebtedness ] % R 1R L S B S AR
into equity. The directors are of the 5 18 2 B 5 IR DLAE 58 IS L
opinion that the group will be able to FEL S R AR N
meet its financial obligations and as a Mo BEARERKN _FE ZAF
result of the completion of these TZH =1 —H B BUR
agreements, the financial position of AU FRAR > B 5 R AT DA AR AR
the group will be significantly improved. K i FE M AR R o R A0 A £ B R
Accordingly, the financial statements AE DL 18 208 IR UL A A A
have been prepared on a going concern R QA BA B R 7 AR
basis, notwithstanding the group’s R R D) R A AT
financial position as at 31st December, Wi [ SBCRR > AT ] L At BT RE |
2003. Should the group be unable to T A T A > DL St 9
continue in business as a going T & EE B S R
concern, adjustments would have to be Fo 5y TR ) A K A S R
made to restate the value of assets to REWY 5 Bl R TR BEBS ok
their recoverable amounts, to provide J W o

for any further liabilities which might
arise and to reclassify non-current
assets and liabilities as current assets
and liabilities. The effects of these
adjustments have not been reflected

in the financial statements.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

(c)

Basis of preparation of the financial
statements (continued)

(i) The measurement basis used in the
preparation of the financial statements
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.

Subsidiaries

A subsidiary, in accordance with the Hong
Kong Companies Ordinance, is a company in
which the group, directly or indirectly, holds
more than half of the issued share capital, or
controls more than half of the voting power,
or controls the composition of the board of
directors. Subsidiaries are considered to be
controlled if the company has the power,
directly or indirectly, to govern the financial
and operating policies, so as to obtain benefits
from their activities.

An investment in a controlled subsidiary is
consolidated into the consolidated financial
statements, unless it is acquired and held
exclusively with a view to subsequent disposal
in the near future or operates under severe
long-term restrictions which significantly impair
its ability to transfer funds to the group, in
which case, it is stated in the consolidated
balance sheet at fair value with changes in
fair value recognised in accordance with the
accounting policy for non-trading securities as
stated under note 1(f)(ii) below.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

Subsidiaries (continued)

Intra-group balances and transactions, and any
unrealised profits arising from intra-group
transactions, are eliminated in full in preparing
the consolidated financial statements.
Unrealised losses resulting from intra-group
transactions are eliminated in the same way
as unrealised gains, but only to the extent that

there is no evidence of impairment.

Minority interests at the balance sheet date,
being the portion of the net assets of
subsidiaries attributable to equity interests that
are not owned by the company, whether
directly or indirectly through subsidiaries, are
presented in the consolidated balance sheet
separately from liabilities and the shareholders'
equity. Minority interests in the results of the
group for the year are also separately

presented in the profit and loss account.

Where losses attributable to the minority
exceed the minority interest in the net assets
of a subsidiary, the excess, and any further
losses attributable to the minority, are charged
against the group’s interest except to the
extent that the minority has a binding
obligation to, and is able to, make good the
losses. All subsequent profits of the subsidiary
are allocated to the group until the minority's
share of losses previously absorbed by the

group has been recovered.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

Subsidiaries (continued)

On 13th January, 2003, one of the company's
wholly-owned subsidiaries, Hong Kong
Construction (Works) Limited (“HKCW"),
received a court winding-up order (“the order”)
as a result of a claim by a former sub-
contractor in relation to the non-payment of
construction work done. Pursuant to the order,
provisional liquidators have been appointed to
administer the winding-up which is still in
progress as of the date of approval of these
financial statements. Accordingly, the financial
statements of HKCW have not been
consolidated into the consolidated financial
statements for the year. The directors consider
that the winding-up of HKCW will have no
significant adverse effect on the state of affairs

of the group.

In the company’s balance sheet, an investment
in a subsidiary is stated at cost less any
impairment losses (see note 1(k)), unless it is
acquired and held exclusively with a view to
subsequent disposal in the near future or
operates under severe long-term restrictions
which significantly impair its ability to transfer
funds to the company, in which case, it is
stated at fair value with changes in fair value
recognised in accordance with the accounting
policy for non-trading securities as stated

under note 1(f)(ii) below.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

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.

An investment in an associate or a jointly
controlled entity is accounted for in the
consolidated financial statements 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,
unless it is acquired and held exclusively with
a view to subsequent disposal in the near
future or operates under severe long-term
restrictions that significantly impair its ability
to transfer funds to the investor or venturer,
in which case it is stated at fair value with
changes in fair value recognised in accordance
with the accounting policy for non-trading
securities as stated under note 1(f)(ii) below.
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, including any
amortisation of positive or negative goodwill
charged or credited during the year in
accordance with note 1(e). When the group's
share of losses exceeds the carrying amount
of the associate, the carrying amount is
reduced to nil and recognition of further losses
is discontinued except to the extent that the
group has incurred obligations in respect of
the associate.
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NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4
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(LA #5575 )

FEERBR (4)

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1.

t)

al

AREE QAT (4)

all

(d) Associates and jointly controlled entities (d) Ee

70

(continued)

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.

In the company’'s balance sheet, its
investments in associates and jointly controlled
entities are stated at cost less impairment
losses (see note 1(k)), unless it is acquired
and held exclusively with a view to subsequent
disposal in the near future or operates under
severe long-term restrictions that significantly
impair its ability to transfer funds to the
investor or venturer, in which case, it is stated
at fair value with changes in fair value
recognised in accordance with the accounting
policy for non-trading securities as stated

under note 1(f)(ii) below.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ®W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill

Positive goodwill arising on consolidation
represents the excess of the cost of the
acquisition over the group’s share of the fair
value of the identifiable assets and liabilities
acquired. In respect of controlled subsidiaries,

associates and jointly controlled entities:

- for acquisitions before 1st January,
2001, positive goodwill is eliminated
against reserves and is reduced by
impairment losses recognised in the
consolidated profit and loss account

(see note 1(k)); and

- for acquisitions on or after 1st January,
2001, positive goodwill is amortised to
the consolidated profit and loss account
on a straight-line basis over its
estimated useful life. Positive goodwill
for controlled subsidiaries is stated in
the consolidated balance sheet at cost
less any accumulated amortisation and
any impairment losses (see note 1(k)).
The cost of positive goodwill less any
accumulated amortisation and any
impairment losses (see note 1(k)) for
associates and jointly controlled
entities is included in the carrying
amount of the interest in associates or

jointly controlled entities.
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ANNUAL REPORT 2003 Z—ZZEZ=FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill (continued)

Negative goodwill arising on acquisitions of
controlled subsidiaries, associates and jointly
controlled entities represents the excess of
the group’s share of the fair value of the
identifiable assets and liabilities acquired over
the cost of the acquisition. Negative goodwill
is accounted for as follows:

- for acquisitions before 1st January,
2001, negative goodwill is credited to
a capital reserve; and

- for acquisitions on or after 1st January,
2001, to the extent that negative
goodwill relates to an expectation of
future losses and expenses that are
identified in the plan of acquisition and
can be measured reliably, but which
have not yet been recognised, it is
recognised in the consolidated profit
and loss account when the future
losses and expenses are recognised.
Any remaining negative goodwill, but
not exceeding the fair values of the
non-monetary assets acquired, is
recognised in the consolidated profit
and loss account over the weighted
average useful life of those non-
monetary assets that are depreciable/
amortisable. Negative goodwill in
excess of the fair values of the non-
monetary assets acquired is recognised
immediately in the consolidated profit
and loss account.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ®W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill (continued)

In respect of any negative goodwill arising on
or after 1st January, 2001 not yet recognised

in the consolidated profit and loss account:

- for controlled subsidiaries, such
negative goodwill is shown in the
consolidated balance sheet as a
deduction from assets in the same
balance sheet classification as positive

goodwill; and

- for associates and jointly controlled
entities, such negative goodwill is
included in the carrying amount of the
interests in associates or jointly

controlled entities.

On disposal of a controlled subsidiary, an
associate or a jointly controlled entity during
the year, any attributable amount of purchased
goodwill not previously amortised through the
consolidated profit and loss account or 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 FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2003
(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:

(i) 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.

(i) 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.

(i)~ 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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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ®W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(f) Other investments in securities (continued)

(iv) 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.
(g)  Fixed assets

(i) Fixed assets are carried in the balance

sheets on the following basis:

- 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 cost less
accumulated depreciation (see
note 1(j)) and impairment losses

(see note 1(k)).
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets (continued)

(i)

(iif)

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

- 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.

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.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g)

(h)

Fixed assets (continued)

(iv)

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.

Other properties

(i)

(ii)

Properties held for development

Properties held for development are
stated at cost less any impairment
losses (see note 1(k)).

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 impairment
losses (see note 1(k)).

wox M

oA
at

(%)

WE_FE = =+ —HILFE
(LA #5) 7R)

1.

EESTHEE (4

(9) BEERE (#)

(iv)

i JBE B B ] A T EE R
i 18 45 DAAl S 6 P A
O Y MR B A TR 22
R > 3 i ) B HTE
1B 46 R N AR -t SR 3
IR > LT RC A £ ) 2 Al ok
i 09 A7 B L B o0 1898 23 IR
LA B AR AR R N o it
P A FL At 5] 5 7 o AT AT
A B Y G L BR el Al
i AR B

(hy EHp¥=x

(i)

(ii)

1 38R T i 19 )

(N AR E $7% 3
k25 AT T R AE S AR AR (R
Rff5E1(k)) ©

T )

PR ) SR A (B E
AL i & A~ R E R AL
A~ Wk B R T e
b B 1 BA S0) BoR 25 AT AT 9 A RS
BREAMR L EE1(K) -

77



78

ANNUAL REPORT 2003

—BECEEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)  Other properties (continued)

(iii)

(iv)

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 represents the estimated selling
price less costs to be incurred in selling

the property.

Profit recognition on pre-sales of
properties under development

The estimated profit on pre-sales of
properties under development is
recognised over the course of
development when the outcome of the
development can be reasonably
foreseen. The profit recognised on the
pre-sold properties is determined by
the apportionment of the estimated
profit over the entire period of
construction to reflect the progress of
the development and is calculated by
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.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ®W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

(i)

Operating lease charges

Where the group has the use of assets under
operating leases, payments made under the
leases are charged to the profit and loss
account in equal instalments over the
accounting periods covered by the lease term,
except where an alternative basis is more
representative of the pattern of benefits to be
derived from the leased asset. Lease
incentives received are recognised in the profit
and loss account as an integral part of the
aggregate net lease payments made.
Contingent rentals are charged to the profit
and loss account in the accounting period in

which they are incurred.

Depreciation

(i) No depreciation is provided on
investment properties with an

unexpired lease term of over 20 years.

(if) No depreciation is provided on

properties under/held for development.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2003
(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
estimated useful lives of 4 to

10 years.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)

Impairment of assets

Internal and external sources of information
are reviewed at each balance sheet date to
identify indications that the following assets
may be impaired or an impairment loss
previously recognised no longer exists or may

have decreased:

- property, plant and equipment;

- investments in subsidiaries, associates
and joint ventures (except for those
accounted for at fair value under notes
T(c)&(d));

- properties under/held for development;

and

- positive goodwill (whether taken
initially to reserves or recognised as

an asset).

If any such indication exists, the asset’s
recoverable amount is estimated. An
impairment loss is recognised in the profit and
loss account whenever the carrying amount
of such an asset (including positive goodwill
taken directly to reserves) exceeds its

recoverable amount.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Impairment of assets (continued)

(i)

Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its net selling price and
value in use. In assessing value in use,
the estimated future cash flows are
discounted to their present value using
a pre-tax discount rate that reflects
current market assessments of time
value of money and the risks specific
to the asset. Where an asset does not
generate cash inflows largely
independent of those from other
assets, the recoverable amount is
determined for the smallest group of
assets that generates cash inflows
independently (i.e. a cash-generating

unit).
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ®W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Impairment of assets (continued)

(ii)

Reversals of impairment losses

In respect of assets other than
goodwill, an impairment loss is
reversed if there has been a favourable
change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill
is reversed only if the loss was caused
by a specific external event of an
exceptional nature that is not expected
to recur, and the increase in
recoverable amount relates clearly to
the reversal of the effect of that

specific event.

A reversal of impairment losses is
limited to the asset's carrying amount
that would have been determined had
no impairment loss been recognised in
prior years. Reversals of impairment
losses are credited to the profit and
loss account in the year in which the

reversals are recognised.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

)

Construction contracts

The accounting policy for contract revenue is
set out in note 1(qg)(ii). When the outcome of
a construction contract can be estimated
reliably, contract costs are recognised as
expense 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.

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”
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

(%)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

(n)

Cash equivalents

Cash and cash equivalents comprise cash at
bank and on hand, demand deposits with
banks and other financial institutions, and
short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk
of changes in value, having been within three
months of maturity at acquisition. Bank
overdrafts that are repayable on demand and
form an integral part of the group's cash
management are also included as a component
of cash and cash equivalents for the purpose
of the cash flow statement.

Employee benefits

(i) Salaries, annual bonuses, paid annual
leave, leave passage and the cost to
the group of non-monetary benefits are
accrued in the year in which the
associated services are rendered by
employees of the group. Where
payment or settlement is deferred and
the effect would be material, these
amounts are stated at their present
values.

(ii) Contributions to Mandatory Provident
Funds as required under the Hong Kong
Mandatory Provident Fund Schemes
Ordinance, are recognised as an
expense in the profit and loss account
as incurred, except to the extent that
they are included in the cost of
inventories not yet recognised as an
expense.

wox M

oA
at

WE_FE = =+ —HILFE

(LA #5) 7R)

1.

EEGHEER (4

(m)

(n)

RESEY

B4 154 5 0 00 0 45 AT 547
B4~ AT A B S B 2 A
55 0 1 7 45 6 B A
B 08 T 7 B 309 T AT 9 K £
{5 B T 2 e
EL B @ RRH £ 2 - B4 W 2 P
14 151 4 5 50 40 7 4 200 B 0
T 0 0 — B 40 1
7% -

EEREF

(i) Fr& - FRALAL A FH R
H0 ~ AR S0 i 2 A A L R B
A M 2 A > 28 AL 1A B
1 B 42 ft iR B5 2 4F 2 1A L)
A HE ST o H SO MR
AIE AR SE > S H B R
i > B0 4F BB R BLE AR

(i) AR W o R A B w0
WRA) B KR AE A A 3 ] 4 2
Ao P> 4 R A R AE 4R 4R
RN RS2y S B 2 55
A E B AE A7 B AR T I
R Wt B oy S R BR A o

85



86

ANNUAL REPORT 2003

—BECEEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)  Employee benefits (continued)

(iii)

The group’s net obligation in respect
of defined benefit retirement plans is
calculated separately for each plan by
estimating the amount of future benefit
that employees have earned in return
for their service in the current and prior
periods; that benefit is discounted to
determine the present value, and the
fair value of any plan assets is
deducted. The discount rate is the yield
at the balance sheet date on high
quality corporate bonds that have
maturity dates approximating the terms
of the group's obligations. The
calculation is performed by a qualified
actuary using the projected unit credit

method.

When the benefits of a plan are
improved, the portion of the increased
benefit relating to past service by
employees is recognised as an expense
in the profit and loss account on a
straight-line basis over the average
period until the benefits become
vested. To the extent that the benefits
vest immediately, the expense is
recognised immediately in the profit

and loss account.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 #E FE A ] = HILFE
(Expressed in Hong Kong dollars) (LAt 5 R )

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. T ESFEE (&)

(n)  Employee benefits (continued) (n) EEEF (&)

(i) In calculating the group’s obligation in (i) HFFAEALEERRZET B ZE
respect of a plan, to the extent that e B AL R R RR 2 A
any cumulative unrecognised actuarial A NG TR R R e |
gain or loss exceeds ten percent of the i BT 2 BUE 8GN BI N E
greater of the present value of the B2 AREE (CHZBER
defined benefit obligation and the fair H)zeanz - AlAHEzHE
value of plan assets, that portion is WA 2 BB T2
recognised in the profit and loss R EHEH T LI fE B & %R
account over the expected average HERR BRI LA AL > % S
remaining working lives of the Wi 4 B 4E AN DR RR o

employees participating in the plan.
Otherwise, the actuarial gain or loss is

not recognised.

Where the calculation of the group's HERIAALER Z EHTFES
net obligation results in a negative B BORE > TERR 2 A R RR
amount, the asset recognised is limited AT BRE R AR 2 MG A 1R
to the net total of any cumulative R S A IR A T R AR
unrecognised net actuarial losses and SRR NG P S N BT
past service costs and the present D B AR ) R 2 B

value of any future refunds from the
plan or reductions in future

contributions to the plan.

(iv)  When the group grants employees (iv)  EALEASREREZTRA
options to acquire shares of the A N R R Ay T R S A
company at nil consideration, no BT HMAGHERSREABRE
employee benefit cost or obligation is FIBLAS 8% FE 5 o o I IO RE g A 7
recognised at the date of grant. When i 17 > e SRORE 4 5 T g R TE
the options are exercised, equity is 1) SRR 3G I

increased by the amount of the

proceeds received.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)  Employee benefits (continued)

(v)

Termination benefits are recognised
when, and only when, the group
demonstrably commits itself to
terminate employment or to provide
benefits as a result of voluntary
redundancy by having a detailed formal
plan which is without realistic

possibility of withdrawal.

(o) Income tax

(i)

(ii)

Income tax for the year comprises
current tax and movements in deferred
tax assets and liabilities. Current tax
and movements in deferred tax assets
and liabilities are recognised in the
profit and loss account except to the
extent that they relate to items
recognised directly in equity, in which

case they are recognised in equity.

Current tax is the expected tax payable
on the taxable income for the year,
using tax rates enacted or substantively
enacted at the balance sheet date, and
any adjustment to tax payable in

respect of previous years.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Income tax (continued)

(iii)

Deferred tax assets and liabilities arise
from deductible and taxable temporary
differences respectively, being the
differences between the carrying
amounts of assets and liabilities for
financial reporting purposes and their
tax bases. Deferred tax assets also
arise from unused tax losses and
unused tax credits.

Apart from certain limited exceptions,
all deferred tax liabilities, and all
deferred tax assets to the extent that
it is probable that future taxable profits
will be available against which the asset
can be utilised, are recognised. Future
taxable profits that may support the
recognition of deferred tax assets
arising from deductible temporary
differences include those that will arise
from the reversal of existing taxable
temporary differences, provided those
differences relate to the same taxation
authority and the same taxable entity,
and are expected to reverse either in
the same period as the expected
reversal of the deductible temporary
difference or in periods into which a
tax loss arising from the deferred tax
asset can be carried back or forward.
The same criteria are adopted when
determining whether existing taxable
temporary differences support the
recognition of deferred tax assets
arising from unused tax losses and
credits, that is, those differences are
taken into account if they relate to the
same taxation authority and the same
taxable entity, and are expected to
reverse in a period, or periods, in which
the tax loss or credit can be utilised.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Income tax (continued)

(iii)

The limited exceptions to recognition
of deferred tax assets and liabilities are
those temporary differences arising
from goodwill not deductible for tax
purposes, negative goodwill treated as
deferred income, the initial recognition
of assets or liabilities that affect neither
accounting nor taxable profit (provided
they are not part of a business
combination), and temporary
differences relating to investments in
subsidiaries to the extent that, in the
case of taxable differences, the group
controls the timing of the reversal and
it is probable that the differences will
not reverse in the foreseeable future,
or in the case of deductible differences,
unless it is probable that they will
reverse in the future.

The amount of deferred tax recognised
is measured based on the expected
manner of realisation or settlement of
the carrying amount of the assets and
liabilities, using tax rates enacted or
substantively enacted at the balance
sheet date. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax
asset is reviewed at each balance sheet
date and is reduced to the extent that
it is no longer probable that sufficient
taxable profit will be available to allow
the related tax benefit to be utilised.
Any such reduction is reversed to the
extent that it becomes probable that
sufficient taxable profit will be
available.

Additional income taxes that arise from
the distribution of dividends are
recognised when the liability to pay the
related dividends is recognised.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 ME BT, ] A — HIFFE
(Expressed in Hong Kong dollars) (LA it W 5 o )

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. T ESFEE (&)

(o)  Income tax (continued) (o) FBBH (4)

(iv)  Current tax balances and deferred tax (iv)  BLAT B0 TH &5 ik K 0% 28 B IH 4
balances, and movements therein, are fix R Hagwh > T5 4% A o B SRk
presented separately from each other Jo N AR B o 3 (& )
and are not offset. Current tax assets A R B A A T A R B
are offset against current tax liabilities, A BT BLIE & E M E
and deferred tax assets against BLIE B & 2 47 i RER K& A5
deferred tax liabilities if, and only if, N HNEES 2 A A BRI E BB IE
the company or the group has the AT B R AR E A R &
legally enforceable right to set off AR JE B TE A AT B R AE B
current tax assets against current tax TH A K

liabilities and the following additional
conditions are met:

- in the case of current tax assets — EREBBEEE KA A
and liabilities, the company or N A R A S T K DL R T 1
the group intends either to BYAK ] IRF 58 B B MO R A
settle on a net basis, or to &5 5%

realise the asset and settle the
liability simultaneously; or

- in the case of deferred tax — IR AL B IE B N A
assets and liabilities, if they HA B R — BB & R 80l iy
relate to income taxes levied by [y
the same taxation authority on
either:

- the same taxable entity; — fi] [] — JRE B BE A7 5 B
or

- different taxable - w5 AR R 2z BERL AT
entities, which, in each TEH B A R AR B — B
future period in which 1% T 1E BX A 1E B B
significant amounts of B 2 R AE BT A B
deferred tax liabilities or B E AR DT R
assets are expected to 5B E R IE E E K&
be settled or recovered, BRI AR sl AR
intend to realise the IRF 58 B E B0 BLTH &
current tax assets and BT A E B A K

settle the current tax
liabilities on a net basis
or realise and settle
simultaneously.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p)

Provisions and contingent liabilities

Provisions are recognised for liabilities of
uncertain timing or amount when the company
or group has a legal or constructive obligation
arising as a result of a past event, it is probable
that an outflow of economic benefits will be
required to settle the obligation and a reliable
estimate can be made. Where the time value
of money is material, provisions are stated at
the present value of the expenditures expected

to settle the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations, whose
existence will only be confirmed by the
occurrence or non-occurrence of one or more
future events are also disclosed as contingent
liabilities unless the probability of outflow of

economic benefits is remote.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(q)

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)

(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:

- 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 FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(q)  Revenue recognition (continued)

(i)

(iii)

Contract revenue (continued)

- 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 in the
profit and loss account in equal
instalments over the accounting
periods covered by the lease term,
except where an alternative basis is
more representative of the pattern of
benefits to be derived from the leased
asset. Lease incentives granted are
recognised in the profit and loss
account as an integral part of the
aggregate net lease payments
receivable. Contingent rentals are
recognised as income in the accounting

period in which they are earned.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(q)

(r)

Revenue recognition (continued)

(iv)  Dividends

- dividend income from unlisted
investments is recognised when
the shareholder’'s right to
receive payment is established.

- dividend income from listed
investments is recognised when
the share price of the
investment goes ex-dividend.

(v) Interest income from bank deposits and
other advances is accrued on a
time-apportioned basis by reference to
the principal outstanding and at the rate
applicable.

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 foreign enterprises are
translated into Hong Kong dollars at the
average exchange rates for the year; balance
sheet items are translated into Hong Kong
dollars at the rates of exchange ruling at the
balance sheet date. The resulting exchange
differences are dealt with as a movement in
reserves.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(r)

(s)

Translation of foreign currencies (continued)

On disposal of a foreign enterprise, the
cumulative amount of the exchange differences
which relate to that foreign enterprise is
included in the calculation of the profit or loss

on disposal.

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 FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(t)

(u)

Related parties

For the purposes of these financial statements,
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.

Segment reporting

A segment is a distinguishable component of
the group that is engaged either in providing
products or services (business segment), or
in providing products or services within a
particular economic environment (geographical
segment), which is subject to risks and
rewards that are different from those of other

segments.

In accordance with the group's internal
financial reporting system, the group has
chosen geographical segment information as
the primary reporting format and business
segment information as the secondary
reporting format for the purposes of these

financial statements.

wox M

oA
at

(%)

WE_FE = =+ —HILFE

(LA #5) 7R)

1.

FEGSTTBE (4)

(t)

(u)

BEAL

WA B 5 R R A0 R A A BE A
B R B — O N
— 7 N BB M KE e PR B
REFEBTT 85— 7 NLREW H 4%
g FH] 32 B 4 A 42 o w3 A 4 1A ) B
B M KEE PR S ORI R B T > o
AN AR 1 Bl 5 — T N 8 52 A i L 1R
1 B P L R A AT AR A
- R ORR 5 A S Y R A A o B
N b AT AR A A e R A R o

D E | E

3 S F5 A% SR [ A T W B L gy 1 AL K
w4 - Sl H B R R I R TE i R 5
(EHF 2 B0 > BAE — {45 E 1Y A8 37
BRBT B it A IR B (b R
#8) o A AR 23 0 P AR 4 Y Ja B A T
T2 (8] ko 5 B A 23 9 A

e AR A 1) o 9 5 i A B 2
A ) ALk S B S 2 > A S R38R 4R LA M [
G H A ik oy AR B 2R A 1
SETHE O3 H R U Y 43 B A e
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ANNUAL REPORT 2003

—BECEEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(u)

Segment reporting (continued)

Segment revenue, expenses, results, assets
and liabilities include items directly attributable
to a segment as well as those that can be
allocated on a reasonable basis to that
segment. For example, segment assets include
investment properties, properties held for
development or held for sale, trade receivables
and property, plant and equipment. Segment
revenue, expenses, assets, and liabilities are
determined before intra-group balances and
intra-group transactions are eliminated as part
of the consolidation process, except to the
extent that such intra-group balances and
transactions are between group enterprises

within a single segment.

Segment capital expenditure is the total cost
incurred during the period to acquire segment
assets (both tangible and intangible) that are
expected to be used for more than one period.

Unallocated items mainly comprise financial
and corporate assets, interest-bearing loans,
borrowings, corporate and financing expenses

and minority interests.

wox M

Ll
at

(%)

WE_FEE = =+ —HILFE

(LA #5575 )

1. EEEHBE (#)

(u)

IR AR S R R B B
TR0 BB O — 2 DA K n 4%
£ B L VR S I R R0 B E H Y
BURR < B0 > 23 FE R AT RE LA 1 E
Y 3~ A 8 B T i B B R IR I W)
2 ME MR AR W) 3~ A A o o)
AR~ S~ E KR A
i B A B AR I AR G ) 4 B A
FISTE A B R A 2 ] A R A2 5 HL ]
Ja&§ — 1181 0 14 2 [ A 3 2 ] B 4R
A1 BB AE A€ 1Y 5% BE AN 5 By JU B A o

1 Hl AR B S o A BT A R
A0 — IR w4 A A g0
(ELHEATE I T8 ) JT 7 A2 1 A
A MR -

A BEr FC 2 4y A0 TE H A
5 Mo Al 3 A BB 1 3 AR SE N
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

2. TURNOVER

wox M

The principal activities of the group are construction

and property development and investment.

Turnover represents revenue from construction

contracts, rental income and proceeds from sale of

properties. The amount of each significant category

of revenue recognised in turnover during the year is

as follows:

Revenue from construction contracts
Rental income

Proceeds from sale of properties

AL ()

WE_FE = =+ —HILFE
(LA #5) 7R)

2. BEH@m

AR E B PR R TR ) SR

N E -

BREFOFRARAERESAOBA - HERA
A B ) 3 I A BROH < 4R R B SRR R A TH
L 8 Y S AU A BB AN R

2003 2002
—EE=F TEE A

$ Million $ Million

HET A H# T

BELS A 1,224.9 1,297.7
FH 4 U A 18.4 19.8
W 2 T 15 2KH 22.2 4.8
1,265.5 1,322.3
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ANNUAL REPORT 2003

—BECEEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

3.

SEGMENTAL REPORTING

Segmental information is presented in respect of the
group's geographical and business segments.
Information relating to geographical segment based
on the location of customers is chosen as the primary
reporting format because this is more relevant to the

group in making operating and financial decisions.

Geographical segments by the location of

customers and by the location of assets

The group’s business is managed on a geographical
basis and participates in two principal economic
environments namely the People’s Republic of China
(“the PRC") and Hong Kong.

When presenting information on the basis of
geographical segments, segment information is based
on the geographical location of customers unless
otherwise stated. Segment assets analysed by the
geographical location of the assets are the same as
segment assets analysed by the geographical location
of customers, accordingly this information is not

separately disclosed.

wox M

(%)

WE_FEE = =+ —HILFE
(LA #5575 )

3.

7R, E

3 B R AR 4R ] B0 T A 65 O TR AR
2 At o iy i LS Y B A 5 ) oy i e
F1 i 18 73 1S SR S AR A [ 14 K A R B S R

BRI M 3 Mo 2 E R £
2L Ko

LEFREMREERTHREADEERN
s & 7 &P

AR B 2 605 DA e ) 03 Sl T A
HNRICMBE ([ ) A seE-

DAt [ 53 940 52 % ORI > B IR AR I G W
A2y R DL F I 7e st 2 3 W LLE
EE JUT A 3t 7 A A0 LS BT AE M 23 B 9 23
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003

(Expressed in Hong Kong dollars)

3. SEGMENTAL REPORTING (continued)

Location of customers

Revenue from external customers
QOther revenue

Total revenue

Segment profit/(loss)

Unallocated operating income
and expenses

Loss from operations

Finance costs

Impairment loss on properties
held for development

Surplus/(deficit) on revaluation of
investment properties

Share of profits less losses of
associates and jointly
controlled entities

Share of impairment losses
and property revaluation
deficits of associates

Income tax

Minority interests

Loss attributable to shareholders

Depreciation & amortisation
for the year

Significant non-cash expenses
(other than depreciation &
amortisation)

EFfEs

SHER ZWA
JEBiA

EL/ON

AR/ (ER)

RN EE
RARZ t

qRER
AEA
fERR a0 %
HlER
BEMEEN
Bt/ (B4
BB LA &
ARAAEA
HEH
ElEBEA
BEERL
WEEMHE
Biiaht
HUmR

BRI

REGATE R

EXERA LS
(78 e h
B4

=& = b
Hw® o&x MY & o4
HE - EE=AEAF = HIEFEE
(LAt 5 R )
3. oWWE (4
Hong Kong The PRC Unallocated Consolidated
E# Gl AEAE &4

2003 2002 2003 2002 2003 2002 2003 2002
CERSE CRTCF CRRSF CRTCF CRRZF CTTOF CREZE CT%CF
restated restated

i i

$ Million  $ Million ~ § Million  $ Million ~ § Million  $ Million ~ § Million  $ Million
BET HET BETR HETL BER HET AER HETL
735.6 1,163.5 529.9 158.8 - - 1,265.5 1,322.3

- - 1.1 114 6.9 137 18.0 25.1

735.6 1,163.5 541.0 170.2 6.9 137 1,283.5 13474
18.8 (122.8) 3.6 22 224 (1206)
(140.0) (181.7)
(117.6) (302.3)
(128.4) (125.0)

(168.0) -
0.1 (17.7)
4§12 19 (29.1) (13.0) 121 (1.1)
- - (18.5) (12.8) (18.5) (12.8)
10.4 (30.3)
05 15
(409.4) (497.7)
0.6 08 - -
14.2 218.6 411 2.7
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ANNUAL REPORT 2003 Z—ZZEZ=FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

3. SEGMENTAL REPORTING (continued)

Segment assets SRR
Interests in associates and BEAT R

jointly controlled entities HEAAEN
Unallocated assets AEABEE
Total assets BEE
Segment liabilities HHAGE
Amounts due to assocates EfEEL R

and jointly controlled entities HEAATA
Unallocated liabilties AESBAR
Total liabilities BER

W K M & &)

BEFE=FF - H=1T—HILFE
(L4 5 )

3. ZEEE 4

Hong Kong The PRC Unallocated Consolidated
E# H AERE &4

2003 2002 2003 2002 2003 2002 2003 2002
CRESE CFTCF CRBCE “TTF CERSE CTTCF CBRSE CFTCE
restated restated

B i

$ Million  $ Million ~ § Million  § Million ~ § Million  $ Million ~ $ Million § Million
BER A#T HER AHx BER AHT BER AHx

300.1 6614 816.3 1,301.0 11164 19524
130.9 69.1 1,596.1 1,583.7 1721.0 16528
829.6 982.7

(402.2) (666.9) (217.0) (227.2) (619.2) (894.1)

(8.5) (190.7) (23.6) (21.9) (32.1) (212.6)
(2,806.9) (2,769.4)

(3458.2)  (3876.1




RN () BRAR
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

3.

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W ok KM &

SEGMENTAL REPORTING (continued) 3.

Business segments

segments:

Construction:

Property leasing:

Property
development
and sales:

Revenue from external
customers

Other revenue

Total revenue

Segment profit/lloss)

(%)

WE_FE = =+ —HILFE
(LA #5) 7R)

2 EB R E (A7)

E
The group comprises the following main business LE EEEHHTWER:
The construction work, including e RN E- SRR L Xk
civil and building works, for external KRR F s TR
customers.
The leasing of office premises and WHEME: WA E R ETYE
residential properties to generate DLl B e A BT R
rental income and to gain from the E M5 o ) 2E FHE T B
appreciation in the properties’ BCHY s A o
values in the long term.
The development, purchase and YR K R AEE Mo
sale of commercial and residential B
properties.
Property
development
Construction Property leasing and sales Unallocated Consolidated
-3 NERg NERRERHE AEDE Be
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
“EESE TR0 CBESE CTTCF CEESE CTTCF CBESE CTT0F CBESE CTTCE
$ Million  $ Million ~ § Million ~ § Millon ~ § Million ~ § Millon ~ § Million ~ § Million ~ $ Million  $ Million
BEx  Féx  BEm AEx  BEn FEx  HEm  HExX  HERm FEX
SHEEFZIA
1,224.9 12977 184 19.8 22 48 - - 1,265.5 13223
LTI - - 11 114 - - 69 137 180 2.1
BA 12249 12977 295 312 22 48 6.9 137 1,283.5 13474
HENE/ (ER) (44) (151.8) 295 312 2.7) - 224 (120.6)
NHEE 453.9 816.8 365.6 4295 296.9 706.1 1164 19524

Segment assets
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ANNUAL REPORT 2003 Z—ZZEZ=FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 MEZEE T, ] = A — HIEFE
(Expressed in Hong Kong dollars) (LAt 5 R )
4.  OTHER REVENUE 4. HMEWA
2003 2002
—EBE=F —EEFTH
$ Million $ Million
BAET EN
Interest income FLE A 3.0 7.8
Property fee income EE- LN 1.1 11.4
Other income At g A 3.9 5.9
18.0 25.1
5. LOSS FROM ORDINARY ACTIVITIES BEFORE 5. KRBRATLEFEBERE
TAXATION
Loss from ordinary activities before taxation is arrived BBl AT EH ER RO MR (GEA) ¢
at after charging/(crediting):
2003 2002
—EBE=F —EEFTH
$ Million $ Million
BAET N
(a)  Other net loss/(income) (a) HgE (k=) FHE
Loss on disposal of a subsidiary B B g A F s 4R 16.6 -
Provision for loss on disposal of B W N H e R E A
an associate 14.1 -
Net loss/(profit) on sale of B E R
fixed assets (3 ) 588 10.1 (12.3)
Gain on liquidation of subsidiaries B JB8 2\ S — [ Bk
and an associate IR (5.9) (7.0)
Exchange loss 1 56, i 18 2.1 9.9
Others HoAth (0.1) 2.0
36.9 (7.4)
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

5. LOSS FROM ORDINARY ACTIVITIES BEFORE

TAXATION (continued)

(b)

(c)

Other operating expenses

Provision for properties
held for sale

(Recovery of)/provision for bad
and doubtful debts

Impairment of goodwill on
acquisition of further interest
in an associate

Impairment loss on fixed assets

Impairment loss on non-trading
securities

Tendering costs and other
unallocated contract costs

Others

Finance costs
Interest on bank advances and
other borrowings repayable

within five years

(b)

(c)

W K M O (&)

WE_FE = =+ —HILFE
(LA #5) 7R)

5. BRBAERZEBER (4)

2003 2002
—EBE=F _—_EFE_H
$ Million $ Million
BET H H# T
Hig&E &M
5 85 2 ME A
14.7 14.9
SBER () e A
(8.9) 35.4
5 B M 4 2 ) M i
JIT 7 AR Y R
- 12.6
[E] 7 B I (E s 1R - 3.3
I B S WU R
- 3.3
PR B AS B A
T2 A 13.0 23.2
HoAth 14.0 216
32.8 14.3
EE-§o%:N
ZE A TLAFE B R Y
SRAT B K HoAh
A AR 128.4 125.0
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ANNUAL REPORT 2003

—BECEEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)
® R M O

For the year ended 31st December, 2003

(Expressed in Hong Kong dollars)

(%)

WE_FEE = =+ —HILFE

(LA #5575 )

5. LOSS FROM ORDINARY ACTIVITIES BEFORE
TAXATION (continued)

(d)

(e)

106

5. BRBEAEEEBER 4

Staff costs* (d)
Contributions to defined

contribution plan
Increase in liability for

defined benefit plan

(notes 30(a)(i) and (ii))

Retirement costs
Salaries, wages and other benefits

Other items (e)
Cost of properties sold
Auditors’ remuneration
Depreciation*
Operating lease charges in respect
of property
Rentals receivable from investment
properties less direct outgoings
of $1.1 million (2002: $2.2 million)

2003 2002
—EE=HF —EFEH
$ Million $ Million
BEETT H # T
BIRA*
P T B 2 Ak 3K
0.3 0.4
S E ) g w B AR R
(Bt 5£30(a) (i) & (i)
- 4.7
AR AR A 0.3 5.1
W L SO A AE A 32,5 32.6
32.8 37.7
2003 2002
—EE=HF —“EFEHF
$ Million $ Million
BB B T
Hfh1g g
W3 B LA 24.9 4.8
A% Sl P < 4.1 4.4
e 1.6 2.6
WEKEHEEM
0.6 1.3
JRE Wi % & ) S AH 48
H#% 3% H1,100,0007C
(CEE 4
2,200,0007C) (17.3) (17.6)

In addition to the amounts disclosed above,
staff costs and depreciation of $61.2 million
(2002: $83.8 million) and $0.6 million (2002:
$0.8 million) respectively were charged to
cost of construction contracts.

BR UL 209 EF A A @SB A
KAy BT KA R E B 5
61,200,0007C (=44 4 : 83,800,000
i) %600,0005C (—F % 4 :800,000
JE) e
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ®W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

6.

DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section

AL ()

WE_FE = =+ —HILFE
(LA #5) 7R)

6. EEM=

HRAE A i (8 AR B 551611k 51 i ) 2 2

161 of the Hong Kong Companies Ordinance is as [ I
follows:

2003 2002
—EBE=F _—_EFE_H
$ Million $ Million
BEET N
Fees 4 0.4 0.4
Salaries and other emoluments B 4 S LA T 4 10.4 12.4
10.8 12.8

Included in the directors’ remuneration were fees of
$0.2 million (2002: $0.2 million) paid to the
independent non-executive directors during the year.

The remuneration of the directors is within the
following bands:

$ Nil - 1,000,000 & —1,000,0007G 6 6
$ 1,000,001 - 1,500,000 1,000,0017t — 1,500,0007T 2 2
$ 1,500,001 - 2,000,000 1,500,00176 —2,000,0007% - 1
$ 2,000,001 - 2,500,000 2,000,001t —2,500,0007T 2 1
$ 2,500,001 - 3,000,000 2,500,001t —3,000,0007T 1 1
$ 3,000,001 - 3,500,000 3,000,0017T — 3,500,0007G - 1

T 9 G P LA A AR BE A S T S R
47 # 9$200,0007C (%% —4£:200,000
T6) MG

[E Y A NEE YN g I

2003 2002
—BB=F LT
Number of Number of
directors directors

ExsA ¥ i N 4
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ANNUAL REPORT 2003 Z—ZZEZ=FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 MEZEE T, ] = A — HIEFE

(Expressed in Hong Kong dollars) (LAt 5 R )

7. INDIVIDUALS WITH HIGHEST EMOLUMENTS 7. BEEME AL
Of the five individuals with the highest emoluments, HAEMERm AN LFUE (ZFFE 4
four (2002: three) are directors of the company, whose =) MmO A M sEehkER
emoluments are disclosed in note 6. The aggregate Hfg— N (ZFFAFE M) A4
of the emoluments in respect of the other one (2002: HAZEWR

two) individual are as follows:

2003 2002

—EE=F TR

$ Million $ Million

BEET H H#C

Salaries and other emoluments e K H AL 4 2.2 3.7

The emoluments of the one (2002: two) individual A (ZEFE AR WA Bl R m AL
with the highest emoluments are within the following ) P <6 A DA T o [ A

bands:

2003 2002

—EE=HF TRE A

Number of Number of

individuals individuals

AE A #

$1,500,001 - 2,000,000 1,5600,0017c —2,000,0007T - 2

$2,000,001 - 2,500,000 2,000,001t — 2,500,0007T 1 -
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

AL ()

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

8.

INCOME TAX

(a)

Taxation in the consolidated profit and loss

account represents:

Current tax - PRC foreign enterprise

income tax R E KB
Tax for the year AR AR B IH
Over-provision in respect of prior years DA 45 B YE 48 78

Share of associates’ taxation

Tax (credit)/expense

In March 2003, the Hong Kong Government
announced an increase in the Hong Kong
profits tax rate applicable to the group's
operations in Hong Kong from 16% to 17.5%.
This increase is taken into account in the
preparation of the group’s 2003 financial
statements. No provision has been made for
Hong Kong profits tax as the group's
operations in Hong Kong sustained losses for
taxation purposes during the year. Taxation for
PRC subsidiaries is charged at the appropriate

current rates of taxation ruling in the PRC.

wox M

WE_FE = =+ —HILFE

(LA W5 )
8. FiEH
(a) HEBBRAINBESR:

A T 2 ) L

BLIE (410380) /32

A Bl I — o ] S

2003 2002
—EE=HF ZERETHE
restated

HR

$ Million $ Million
BEET F B o
5.7 6.7
(45.4) -
(39.7) 6.7
29.3 23.6
(10.4) 30.3

FWHUF R T =F = HE M8
JR R AR B 1 A 7 it 2 8 0 2 A
Bl maaz tAMmEn 2+
LT AR E A T E AR
BRI C AT BB 2 3 e i
AR SR B TE A s 2 R AR AR
s 18 (fEBLBS J7 M &) > WA
S5 s AT B0 A Y6 A o B Bf e
R 2 ol JE I Y i B BB 2
AT B ARG R
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NOTES ON THE FINANCIAL STATEMENTS (continued)

110

B % W x W = a)
For the year ended 31st December, 2003 #E —EE=FAf ZH =4 —HIEFE
(Expressed in Hong Kong dollars) (LAt 5 R )
8.  INCOME TAX (continued) 8. FBH 4
(b)  Reconciliation between tax (credit)/expense (o) HBIER) XHEHMETEELE
and accounting loss at applicable tax rates: ABRETENAEG:
2003 2002
—ERE=F T4
restated
Cig:d
$ Million $ Million
BEET H 3T
Loss before tax R i Al s 18 (420.3) (468.9)
Notional tax on loss before tax, A BB R 28 (74.9) (80.3)
calculated at the rates applicable to B 2R K B BRI s 18
losses in the countries concerned AR A FEBLIE
Tax effect of non-deductible expenses ZNEIE X §iiN:b]
Tl 5 5 2 54.7 43.7
Tax effect of non-taxable revenue FE BN 1 B e 2 (5.3) (13.7)
Tax effect of unused tax losses not KTl RR A BUHS s 1R
recognised ) S S 2 67.5 80.1
Tax effect of prior year’s tax losses WMAEFE BB ER
utilised this year A AR A Y
i 5 5 B (7.0) -
Tax effect of temporary differences KTl 5 I = R
not recognised 1) B S 5 2 - 0.5
Over-provision in prior years D) 4 BV 40 R (45.4) -
Actual tax (credit)/expense FMERBLE (N3 S (10.4) 30.3
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

8. INCOME TAX (continued)

WE_FE = =+ —HILFE

(LA #5) 7R)

8. FEBH (4)

(¢)  Current taxation in the balance sheets (c) EEEBXRAMNEHNBES:
represents:
The group The company
r5E AT
2003 2002 2003 2002
—EE=fF “EREFTHF ZEBZE —“EZTF
$ Million $ Million $ Million $ Million
BETR HH# T BER H &L
Balance of Hong Kong DU 45 5 7 9 R A3 B
profits tax provision A 45 B
relating to prior years 2.9 2.9 - -
PRC taxation Hh [ i JH 24.7 63.4 8.3 50.3
27.6 66.3 8.3 50.3
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ANNUAL REPORT 2003 Z—ZZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

8.

10.

INCOME TAX (continued)

(d) Deferred tax assets not recognised

The group has not recognised deferred tax
assets in respect of tax losses of $991.3
million (2002: $756.7 million) as the directors
consider it is not probable that taxable profits
will be available against which the tax losses
can be utilised. The tax losses do not expire

under current tax legislation.

LOSS ATTRIBUTABLE TO SHAREHOLDERS

The loss attributable to shareholders includes a loss
of $288.7 million (2002: loss of $317.2 million) which
has been dealt with in the financial statements of

the company.

LOSS PER SHARE

(a) Basic loss per share

The calculation of basic loss per share is based
on the loss attributable to shareholders of
$409.4 million (2002 restated: $497.7 million)
and on 607.9 million (2002: 607.9 million)
ordinary shares, being the weighted average
number of ordinary shares outstanding during

the year.
(b) Diluted loss per share
There were no dilutive potential ordinary

shares in existence during the years 2003 and
2002.

Ll
at

(%)

WE_FEE = =+ —HILFE
(L4 5 )

8.

10.

PGB (4)

(d REBRZELEBREE

H 7 3 R 0 AN AT RE AT HE B T A5 Ak
R R B 5 e 48 VE HIE 8 - A 4R 9317 A ek
991,300,0007C ( — & &F — 4f :
756,700,0007C) 2 Fi #5 5 18 7 58 24
30 SIE ol TE R E o BLAT B BLES
B & e o

BREMLER

IS SR8 A s 1R LS — S E 5 A AR 24 W] B S

#t % A9 288,700,000 T B 1 ( 2 & —4E:

317,200,000 C 5 18) -

BRER

(a) BREXER

8
=

A 5 18 2 4% 18.409,400,000 7T
LT AF (FE¥R) 497,700,000
) F1%) 8 RE A\ s 18 B A A B 2 B AT
1 11 1) JInHEST- 4 $1607,900,000 %
% % . 4F 1 607,900,000 ) w5t

[l
A

W~ ¥
o |l g

(b) EBREBEBSE

- FRZME R EF R Y
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

1.

CHANGE IN ACCOUNTING POLICY

In prior years, deferred tax liabilities were 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 were expected with
reasonable probability to crystallise in the foreseeable
future. Deferred tax assets were not recognised
unless their realisation was assured beyond
reasonable doubt. With effect from 1st January, 2003,
in order to comply with Statement of Standard
Accounting Practice 12 (revised) issued by the Hong
Kong Society of Accountants, the group adopted a
new policy for deferred tax as set out in note 1(0). As
a result of the adoption of this accounting policy, the
group's loss for the year has been increased by $27.0
million (2002: $1.5 million) and the net assets as at
the year end have been decreased by $83.1 million
(2002: $56.1 million).

The new accounting policy has been adopted
retrospectively, with the opening balances of
accumulated losses and reserves and the comparative
information adjusted for the amounts relating to prior
periods as disclosed in the consolidated statement

of changes in equity.

wox M

oA
at

(%)

WE_FE = =+ —HILFE
(LA #5) 7R)

11.

BT BRAER

T4 S R AE B IE B A S DLk ik B
Al G AT TR 2 AR TR A B SE
Fi 8wk K BUBS ] BE A (7] B BE 7 1% 2 ) B
2 Jn AT B K IR 22 T A 2 BB S B AT
i o 1R S B I U7 45 Bt o T DL
B A - h —FE=F - —HiE
WAE A AT s B TR B AR A 2 e R E B
RIS 1298 (BB RT) < B > AL 2 3R
B B RE 1 (o) A1 R A0 SiE 3 JH 2 37 UK ©
TP BR A L B AR SR AR R 2 gl 180
Ji127,000,0007C (—Z&F%&E 4 :1,500,000
JC) o R4 A R 2 E T A D
83,100,0007¢ ( — %% — 4 : 56,100,000

JG) e

R A 2 R O 0 5 0 B
2 SRS B % L e e 7
0 2 SO P e 8 0 0 5 2 R B 2
558 e 7 -
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

12.  FIXED ASSETS

(a)

The group

Cost or valuation:
At 1st January, 2003
Exchange adjustments
Additions
Transfer from properties
held for sale
Disposals
- through disposal
of a subsidiary
- others
Revaluation surplus

At 31st December, 2003

Representing:
Cost
Valuation - 2003

Aggregate depreciation:

At 1st January, 2003
Charge for the year
Written back on disposal
- through disposal
of a subsidiary
- others

At 31st December, 2003

Net book value:
At 31st December, 2003

At 31st December, 2002

wox M

EN

BAHGE:
A2003%F1 1 H
I 52 38
WA
AR 8 45 1 & Y
A
8
— B E M
b 22
— HAth
ERLEAS

R2003512H 318

R¥*:
[N
{6 — 20034

TEAE:
A2003%F1 1 1H
AR AT
HH 5 I 45 o]
— B E M
b 2+
— HAth

R2003512H 318

SR FE:
R2003512H 318

A20024£12H 31H

Ll
at

(%)

WE_FEE = =+ —HILFE

(LAt 5 R )
12. BEEE
Properties Other
Investment held for fixed
properties  own use assets Total
Hth
REM¥E BRYW¥E EBEEEE HE
$ Million $ Million $ Million $ Million
A &L HH# T H & T H &L
429.5 39.1 37.4 506.0
(1.0 - - (1.0)
- - 1.8 1.8
5.7 - - 5.7
(18.2) - (0.5) (18.7)
(50.5) (4.9) (2.3) (57.7)
0.1 - - 0.1
_____ 3656 342 364 4362
- 34.2 36.4 70.6
365.6 - - 365.6
365.6 34.2 36.4 436.2
- 12.0 34.2 46.2
- 0.7 1.5 2.2
- - (0.4) (0.4)
- (2.3) (2.1) (4.4)
__________ - _______1_9'_‘! _______3_%'_2_ ______f4_3j'_§
365.6 23.8 3.2 392.6
429.5 27.1 3.2 459.8
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

12.  FIXED ASSETS (continued)

(b)

The company

Cost or valuation:
At 1st January, 2003
Additions

Disposals

At 31st December, 2003

Aggregate depreciation:

At 1st January, 2003
Charge for the year
Written back on disposal

At 31st December, 2003

Net book value:
At 31st December, 2003

At 31st December, 2002

wox M

ZNYNG

BAHGE:
A 200341 H 1H
WA

8

R2003512A 318

WESE:
#200341H 1H
ARAEFEH#E
B IR 43 [

R2003512H 318

SRERE:
R2003512A 318

r20024E12A31H

AL ()

WE_FE = =+ —HILFE

(LA 55 )
12. BEEEE (4)
Properties Other
Investment held for fixed
properties  own use assets Total
Hitr
REN% BRAYE BETEE B
$ Million $ Million $ Million $ Million
b & F #c F & c 5T
9.7 30.8 314 71.9
- - 1.4 1.4
(9.7) (4.9) (2.3) (16.9)
__________ s By w§ 56
- 7.9 29.5 37.4
- 0.5 1.1 1.6
- (2.3) (2.1) (4.4)
__________ S 81 WS s
- 19.8 2.0 21.8
9.7 22.9 1.9 345
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

12.

FIXED ASSETS (continued)

(c)

(d)

(e)

Investment properties of the group were
revalued at 31st December, 2003 by an
independent firm of surveyors, RHL Appraisal
Limited, on an open market value basis
calculated by reference to net rental income
allowing for reversionary income potential. At
the year end date, the legal title of certain
investment properties situated in the PRC
acquired from an associate in previous year
to $130.0 million (2002:
$130.0 million) has not yet been formally

amounting

transferred to the group.

The group leases out investment properties
under operating leases. The leases typically
run for an initial period of up to 3 years, with
an option to renew the lease after that date at
which time all terms are renegotiated. None

of the leases includes contingent rentals.

The gross carrying amounts of investment
properties of the group and the company held
for use in operating leases were $365.6 million
(2002: $429.5 million) and $Nil (2002: $9.7
million) respectively.

At 31st December, 2003, the group and the
company has pledged certain fixed assets
having a net book value of approximately
$23.0 million (2002: $35.9 million) and $19.8
million (2002: $32.6 million) respectively in
accordance with the terms of the Debenture
to provide security for the bank indebtedness
and the FRNs.

wox M

Ll
at

(%)

#E XL =AE T = — HIEFE

(LAt 5 R )

12.

BE&EE (4)

(c)

(d)

KEBZBEYHEC R EE =
T H = H S S R R AT
— K RIAT R B AT PR w4 T
il o 5% ) 5 B4 7 2 DAFH i AR B I
H. 75 58 3 ) 26 117 35 v A A & AL AF
L w2 BT (EL 09 Ak L 8 o i AR 4
H > DU 4F B2 5 B I 88 20 w2 0% B A
) 130,000,0007C ( — & & — 4 :
130,000,0007T) % & ¥ 19 i 5 fir
A REAT A IE 2 A 5 ]

ALK ERE L EY S
SERH B — e 2 o W e =4 I
HAHE SRR A 2 0 H AR AR > el Iy Py
AT AR R] EHT I E o A JHAR R LR
WA G A

AR R AR R R RS TR
E@ﬁé%%ﬁ@ﬁ&ﬁ.»%ﬁﬁ il By
365,600,00070 ( — & F = 4 :
429,500,00070) M4 (—FFT 4

9,700,0007T) °

NIRRT =A%
] e A w5 ARk - 2 0 Bl AR
T V% (B 5 3£ 4923,000,00000 (—F %
—4£:35,900,0007%) & 19,800,000
J6 (= FF T4 :32,600,00000) M
[ B AR B ERAT S R B R
GOEIED
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 ME BT, ] A — HIFFE
(Expressed in Hong Kong dollars) (LAt 5 R )
12.  FIXED ASSETS (continued) 12. BEIEEE (4)
(f)  The analysis of net book value of properties () WEREFEGSIOT:
is as follows:
The group rEH
2003 2002
—gg=F e S =t
Properties Properties
Investment held for Investment held for
properties own use properties own use

REWE BERYE VS <L/ES ERiE/E 2
$ Million $ Million $ Million $ Million
BEET BEET H &L H& T

In Hong Kong TE 7 s
- medium-term leases — g - 23.0 42.4 23.5
Outside Hong Kong T2 W5 DA ANt [
- long-term leases - RUHE - 0.8 18.2 0.9
- medium-term leases — g 365.6 - 368.9 2.7

365.6 23.8 429.5 27.1
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

12.  FIXED ASSETS (continued)

(f) The analysis of net book value of properties is

as follows: (continued)

The company

In Hong Kong
- medium-term leases
Outside Hong Kong

- medium-term leases

T it
- HHEE
TE 7 il LLS o [
—H g

W K M & &)

WE EE I ] = LI
(L1t W9 7

12. BEEEE (#)

( WEREFEOSTWR: (&)

b NN
2003 2002
—BE=f “ER A

Properties Properties
Investment held for Investment held for
properties own use properties own use
REME HAME REW ¥ EREE/ES
$ Million $ Million $ Million $ Million
HETT =) i #T H # e
- 19.8 9.7 20.2
- - - 2.7
- 19.8 9.7 22.9
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

13.

PROPERTIES HELD FOR DEVELOPMENT

In prior years, the properties held for development
were in respect of the land use rights of two medium-
term leasehold land sites located at Jiangmen and
Zhuhai in the PRC. The impairment loss of properties
held for development is in respect of one of the
parcels of land situated in Jiangmen, the PRC. The
land use right of the land was granted by the
government in Jiangmen in November 1992 although
the group has not yet commenced construction work
on this site in accordance with the terms of the grant
of the land use right. In December 2003, the
government in Jiangmen informed the group that they
decided to take possession of the land due to the
changes in town planning in Jiangmen but agreed to
swap the land for another parcel of land. An
impairment loss provision of $168.0 million has been
made in the financial statements representing the
difference between the carrying value of the Jiangmen
land and a professional valuation of the alternative
land being offered.

wox M

oA
at

(%)

WE_FE = =+ —HILFE
(LA #5) 7R)

13.

EBRRARNYE

A AR A B R T A 0 W) 3 2 T I AV A R
B VT P S B i 1 op 3 L - i Y 1 b
(RR( RO B STRIEN ZEi= PR VAN
HE YL M 2 A B o B SR R M M 2 b
i FHRE |y YL P T O — UL — A
P2t A0 AR 42 B 43 R AR 95 2 s b 0 P
AR R R B S LA R
ZAE S YL T BUR A A AR S R
TP T 908 7 AR B Y s 5 VP T R P
Wi [] 52 Hb 33 > HL ] 2 DA 55 — W b ¥R 38 ¥ - YT
Y by 352 4 B T (2 BRL % O 4 Rk A A2 1 b iy
B ¥ (H 2 2% %8 £ 168,000,000 Y Bk {H
s 18 O 76 B 5 2 rh B A o
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NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

14. GOODWILL

Cost:
At 1st January, and
31st December, 2003

Accumulated amortisation:

At 1st January, and
31st December, 2003

Carrying amount:
At 31st December, 2003

At 31st December, 2002

B %

R
#2003 1H1H
K12H31H

REr#:

200341 1H
K127 31H

FRESH:
M2003%12H31H

R20024£12H31H

wox M

AL ()

WE_FEE = =+ —HILFE
(LA #5575 )

14. &

Positive Negative goodwill

goodwill carried in reserves

(note 28(a))
restated

EHE RBARBENADE

17.3

17.3

([t 7t 28(a))
)

$ Million

i #C

161.3

151.3

161.3
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

15.  INVESTMENTS IN SUBSIDIARIES

W K M O (&)

WE_FE = =+ —HILFE
(LA #5) 7R)

15. RHMIBARANRE

2003 2002
—ERE=F _—_EFE_H
$ Million $ Million
HET H #C
Unlisted shares, at cost I TR A H kAR 20.9 20.9
Capital contributions, at cost BRI A A 114.8 231.5
Less: impairment loss o WAE K 1R (120.6) (187.1)
15.1 65.3
Amounts due from subsidiaries JRE S Bt Je 2\ Bk IA 1,858.1 2,262.6
Less: provision ok HE A (1,468.6) (1,428.0)
404.6 899.9
Amounts due to subsidiaries JRE AT B Je 2\ 3K IA (182.7) (423.8)
221.9 476.1
The balances with subsidiaries are unsecured and not L [} JB§ 2 Y &5 i Sl 4 G HE 5 N A TE 1 AT
expected to be settled within one vyear. R — 4 N &S A
Details of the subsidiaries are set out on pages 152 BB~ R REIE SN 55 152 H £ 55165 H o

to 155.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

16.  INTEREST IN ASSOCIATES

Unlisted shares, at cost

Capital contributions

Share of net deficits
Amounts due from associates

Less: impairment loss

Amounts due to associates

B %

B LA 4% A
EARBA

B s 5
R B 2 7B
M 1

o
=T
S5
i
SN
I
s
P

woxR MO

(%)

WE_FEE = =+ —HILFE

(LA #5575 )

16. BEQTEZR

The group The company
rEE AR
2003 2002 2003 2002
—EEZF “XEXTH ZEBEEBEZFE —“ZLXTF
restated
E0d
$ Million $ Million $ Million $ Million
BEET H &0 BEE H &L
- - 190.0 190.0
- - 21.8 21.8
- - 211.8 211.8
(506.3) (430.2) - -
2,013.6 2,067.5 1,624.4 1,653.1
(40.2) (23.6) (723.7) (610.5)
1,467.1 1,613.7 1,112.5 1,254.4
(32.1) (31.6) (32.1) (31.6)
1,435.0 1,582.1 1,080.4 1,222.8
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

16.  INTEREST IN ASSOCIATES (continued)

wox M

oA
at

(%)

WE_FE = =+ —HILFE
(LA #5) 7R)

16.

(a) The group is involved in various PRC

infrastructure, property investment and

development projects through its interest in

associates. Listed below are

the material

associates and their principal activities.

% interest

attributable

Associate to the group
AER

JE1t 5

BENH ERES
Karbony Investment 50%

Limited ("Karbony")

Principal activities

IEXR

Karbony holds a
commercial, residential and
retail complex, Shun Hing
Square, in Shenzhen, for
investment and resale

purposes.

Karbony £ R 311 47 — e
T R A KM -
FRES FREREE
ik

BEQTES (A

AR B T O W) A R 4 2 B

ZHEPBIEE - YR ELERET
e o N B 2y ¥R 00 5% F B Wk A A

(a)
KB F R
Net
amounts
due from
Share of associates,
net assets/ after
(deficits)  provisions
FE
BENT
ELEE/ REFRE

(B4) #E (BHKRER)

$ Million $ Million
BB BB
(55.3) 712.2

2003
Total

i 2 82
BE

$ Million
BB

656.9

2002
Total

restated
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B % W® x® KM =
For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)
INTEREST IN ASSOCIATES (continued) 16.

16.

NOTES ON THE FINANCIAL STATEMENTS (continued)

% interest
attributable

Associate to the group
K%M
JE 4 i
BENR RS
Quick Wealth 50%
Investments
Limited
("Quick Wealth")
gty

ARAR (THED

Hong Kong Construction 40%
SMC Development
Limited ("SMC")

iR
REARAH
([857])

(%)

WE_FEE = =+ —HILFE
(LA #5575 )

Principal activities

EF:3 3

Quick Wealth holds 64%
interest of the hotel
section of the Beijing
Jing Guang Centre.

iR R
SR LR
H13%64%H

oz
1 ©

SMC holds a commercial,
residential and retail
complex, CITIC Plaza, in
Guangzhou, for investment

and resale purposes.

WL 1 N B A — P
(RPN
iR K R
e

BEATER (4)

Net
amounts
due from

Share of
net assets/ after
(deficits)

associates,

provisions

R

BeELq

BLEE/  HERE
(B4) #E (BNKRER)

$ Million $ Million
BET BET
(224.3) 4371
126.4 105.1

2003
Total

$ Million
BET

212.8

2315

2002
Total
restated

$ Million
ER-

2174

2535
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

16.  INTEREST IN ASSOCIATES (continued)

% interest
attributable

Associate to the group
LS 3]
gD
BENH ERES
Right Choice 27.5%
International
Limited
("Right Choice")
Dorboy Investment 50%

Limited ("Dorboy")

BHRHE
ARAR (TE%E])

Others
HAib

Total balance at 31st December
M12H31H &5 b

wox M

(%)

WE_FE = =+ —HILFE
(LA #5) 7R)

Principal activities

IEXE

Right Choice holds the
office and apartment
sections of the Beijing
Jing Guang Centre.

Right Choicet A
A0 L
TRABKHE:

Dorboy holds the
Shenzhen Jing Guang
Centre for investment
pUrposes.

BEREA R TE L
e gk

Receivables included under current assets (note 22)

VLB R 9 RGO (M3 22)

16.

BEQTED ()

Net

amounts

due from

Share of associates,
net assets/ after 2003 2002
(deficits)  provisions Total Total
restated

el

BENT
EiEEE,/ HEFE -BB=f %% fF
(B4) 3B (ENHRER) B BH
B
$ Million $ Million $ Million $ Million
BET BET BB AETL
(39.0) 228.3 189.3 201.0
(301.4) 4014 100.0 105.3
(12.7) 2155 202.8 159.6
(506.3) 2,099.6 1,593.3 1,682.1
- (158.3) (158.3) -
(506.3) 1,941.3 1,435.0 1,582.1
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For the year ended 31st December, 2003

NOTES ON THE FINANCIAL STATEMENTS (continued)

(Expressed in Hong Kong dollars)

B %

16.  INTEREST IN ASSOCIATES (continued)

(b)

wox M

Additional information in respect of certain of

the group's material associates listed above is

given as follows:

Profit and loss account
Turnover
Profit/(loss) attributable

to shareholders

Balance sheet
Non-current assets
Investment properties
Hotel properties
Others

Current assets
Current liabilities
Non-current liabilities

Net assets/(liabilities)

Contingent liabilities

BER
BER
e R A
W/ (ER)

BERER
T & E
R S
Hit

B EE
B A
T RE A

WEE/ (&)

A AR

Ll
at

(%)

WE_FEE = =+ —HILFE

(LAt 5 R )
16. & QT EE (4)
(b) 3 T LA L Py 5 A 4 ) 3= 064 2\ Al
RSN EOR IR
SMC Quick Wealth
Karbony B%

2003 2002 2003 2002 2003 2002

ZEE=F CZZFCHF CZEEZf ZREF-F ZBEZE ZZZCH

restated

[

$ Million $ Million $ Million $ Million $ Million $ Million

BET B # T BET A& BET A # T

36.8 46.4 41.6 1,001.3 64.1 89.5
(15.3) 49 (83.6) (122.9) (16.0) (12.4)
939.7 930.6 1,037.8 1,033.3 - -
- - - - 745.0 745.0
234.8 284.2 10.9 26.8 20.5 16.3
1,174.5 1,214.8 1,048.7 1,060.1 765.5 761.3
89.4 86.9 75.8 182.2 28.0 47.0
(433.3) (313.0) (405.9) (460.3) (311.6) (231.5)
(910.7) (1,043.3) (368.0) (378.3) (930.5) (1,009.5)
(80.1) (54.6) 350.6 403.7 (448.6) (432.7)
66.8 87.4 230.5 272.8 - -
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

16.

wox M

AL ()

Wz EL =4 T = — HILFE
(LA #5) 7R)

INTEREST IN ASSOCIATES (continued)

(c)

(d)

On 31st December, 2003,

entered into a conditional sale and purchase

the company

agreement with China Everbright Holdings
Company Limited (“CEHCL"),

company, to dispose all its 20% interest in

a related

and shareholder’s loan to Greenway Venture
Limited ("Greenway") at a consideration of
RMB70.0 million (equivalent to approximately
$65.6 million). The above sale and purchase
agreement was completed on 19th January,
2004.

The balances with associates are unsecured

and not expected to be settled within one year.

The balance of amounts due from associates
includes $57.2 million (2002: $54.4 million)

which is interest-bearing.

Other details of the associates are set out on
pages 156 to 158.

16.

BMENAESE (4)

(c)

(d)

ATEEZAEFT A=+ —HOAN
A B — B N\ — B D R R
ABRAE (T B KL ) 5
70,000,000 A B M ( #1 #1 55 TR
65,600,0007C) 4 & it Greenway
Venture Limited ([ Greenway] )

20 % 4 ¥ H HE K B R % Tiﬁﬂk
PR ko bl E W
WaE—H+JLUH e

’@

0

o 7 SRR A 5 Sl A TH

I
] 5o

7

IR

YARIRiES

.
i —4F N &

#E

&
ps

JRE Wi B 7 N W &% B $5 57,200,000
It (T F " 4F 1 54,400,0007C) A
%,%\ %:‘j’\IEO

Bk 4 0N ) HoAth 5 1 8 R 2B 156 H &
% 158H o

Ny
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2003

(Expressed in Hong Kong dollars)

Ll
at

(%)

WE_FEE = =+ —HILFE

(LA #5575 )

17. INTEREST IN JOINTLY CONTROLLED ENTITIES 17. BEQAIER
The group The company
rEE AAT
2003 2002 2003 2002
—EB=f “EXF-HF ZEBZE —“FEXF
$ Million $ Million $ Million $ Million
BETR HE# T BET A&
Share of net deficits HE Al s 4 (67.6) (103.6) - -
Amounts due from jointly T & 8 A )
controlled entities IR 159.5 142.7 159.5 141.2
Less: impairment loss 0 - 5 (B s 48 (5.3) - (82.2) (91.9)
86.6 39.1 77.3 49.3
The balances with jointly controlled entities are B4y 7 N F) &5 R I A AT R 8 I R T
unsecured, interest-free and not expected to be War iR — N &S A
settled within one year.
Details of the jointly controlled entities are set out BEANFANFEEENF159H £ 56 160H »
on pages 159 to 160.
18.  NON-CURRENT RECEIVABLES 18. FRBEWRK

Included in non-current receivables of the group is
the net investment in Hong Kong Construction Kam
Lung Limited (“Kam Lung”) of $321.2 million (2002:
$321.2 million).

AL B 2 FF I B E i 3K B 45 i Hong Kong
Construction Kam Lung Limited ([ Kam
Lungl) 4% & ¥ #1321,200,0007C (— %
% —4:321,200,0007C) °
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

18.

NON-CURRENT RECEIVABLES (continued)

Kam Lung previously held a 40% interest in The Palace
Hotel Co Ltd (“TPH"), an equity joint venture company
incorporated in the PRC to own and operate The
Palace Hotel Beijing. In December 2000, the company
entered into a conditional sale and purchase
agreement with the fellow shareholder of Kam Lung
to dispose of 5% of its interest in Kam Lung to the
fellow shareholder and Kam Lung entered into an
agreement to restructure Kam Lung’s investment in
TPH, which included: (i) the restructure of TPH from a
sino-foreign equity joint venture into a sino-foreign
co-operative joint venture; (ii) an increase of Kam
Lung's interest to 76.6% of the registered capital of
TPH; and (iii) an extension of the joint venture term
to 11th November, 2033.

Completion of the above agreements was conditional
upon fulfillment of certain conditions including the
obtaining by TPH of an extension or a new grant of
land use rights in respect of the site on which The
Palace Hotel building is situated, such that the terms
of such land use rights would expire on 11th
November, 2033. These conditions were completed
and the restructuring effected in December 2002.

Upon completion of the restructuring, Kam Lung is
no longer treated as interest in an associate as the
group ceased to be in a position to exercise any
significant influence over Kam Lung as well as the
financial and operating policies of TPH.

Pursuant to the agreements, TPH's future cash
distributions are to be applied to repay the original
shareholders' loans made by Kam Lung. Following
repayment of the original shareholders’ loans, the
group will be entitled to 18% of TPH's cash
distributions.

wox M

oA
at

(%)

WE_FE = =+ —HILFE
(LA #5) 7R)

18.

FERE W TR (A7)

Kam LungPh £ £ 45 482 db 50 T 85U 1
FRRIE A RAR (DL ITPH]) (—
FAEHHENRILME M GESE) W
B2 R ZFRFAET A
£E B 1 Kam Lungfy Ho Al B ST o7 — TH A
B 24 A A 1) R W R AR T M A A A
Kam Lung & 4> 2 T B 7 HAth B3R5 1
Kam Lungil 37 5 — 38 1y &% > & 4 Kam
LungfETPHZ % & - & i &4 ()1 TPH i o
ShEE R EREME DA S ESE (D
Kam LungfETPH.Z I HESS I 2 51 i A 2
[E Pl vl ot VA (T FE g (R Yo
MRS E —F==4F+—H+—H-

A 4 B L5 T O A2 B
A 5 TPHHE A5 £ 2 = 4 0 1
4 15008 SR e 00T 2
o T2 A B = A
H b B B e £ A T AL
N e A T

H A 5T AR o B A A 4R AN B PR ] Kam
Lung S B TPHZ W5 K /8 B BUR I A H K
)R 28 7> Bt Kam Lung A F- 40 7 6 45
i HE 1

R4 A7 B b e > TP HIE A i 3 T A5 1Y B 42
FA AR 3% Kam Lung 9 R 1% BB 2K - 3 A
BT A Kam Lung i A BE BB 3075 > AR
i A TPHE 4 2 + /A9 B4 43 i o
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NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2003

B % W® ok K

(%)

WE_FEE = =+ —HILFE

(Expressed in Hong Kong dollars) (LAt 5 R )
19. OTHER NON-CURRENT FINANCIAL ASSETS 19. HttERBUEEE
The group The company
rEE AATE
2003 2002 2003 2002

Non-trading securities -
equity securities
Unlisted
Listed in Hong Kong

Market value of listed

securities

BBz %% ZBBZF _FF_F
$ Million $ Million $ Million $ Million

BEET H# T BEET H # T

FEEERSH -
B A& %
¥ L 12.7 12.7 12.7 12.7
AT 5.7 5.4 - _
18.4 18.1 12.7 12.7
LiiEEmE
5.7 5.4 - _

Since 31st December, 2003, the listed equity

securities have been disposed at a total consideration

of $5.7 million, which is taken as the fair value as at

31st December, 2003.

20. PROPERTIES HELD FOR SALE

20.

Included in properties held for sale of the group are
amounts of $58.5 million (2002: $298.0 million), stated
net of a provision, made in order to state these

properties at the lower of their cost and estimated

net realisable value.

e T RV ERE R BN S
% 75 DL #8355,700,000 T U AH 1 4 < it Hh
PO B B A RS 1~ FE = A
HE+— 02 Rt

FEHEERRNYE

A% AR AR B R A 0 ) SE B HE B HE A
W) ¥ % 58,500,0000C ( — & & — 4F :
298,000,0007%) » LA 3R 44 B AS 58 A 51 0] 4
IRERENTE- N DR (3 i &Rl = RiL 7/ E
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

21.  TRADING SECURITIES

W K M O (&)

WE_FE = =+ —HILFE

(LA #5) 7R)

21. EEEREZENES

The group
rE
2003 2002
—EEB=HF FEF
$ Million $ Million
BEET i #T
Equity securities listed in HEHEWB LT
Hong Kong (at market value) R A i 5 (F T (H) 0.1 0.3
22.  TRADE AND OTHER RECEIVABLES 22. BEWIRFR R E b B IR
The group The company
i | FRNHE
2003 2002 2003 2002
ZRE=§ “FF T ZBEZHE “FFF
$ Million $ Million $ Million $ Million
HET H 3T HET H & T
Gross amount due from customers MU % F & 41
for contract work (note 23) TR (Ha23) 20.1 338.5 20.1 198.5
Amounts due from subsidiaries M Ui Fff & 2 7] BE - - 182.5 -
Amounts due from associates JEE i B 5 ) 5O
(note 16(a)) (HzE16 (a)) 158.3 - 158.3 -
Amount due from a jointly JE S A 78 2 ) FKOE
controlled entity 15.0 - 15.0 -
Debtors, deposits and B i MR 3 e 4
prepayments ALK 451.0 607.9 381.9 498.0
644.4 946.4 757.8 696.5
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

22. TRADE AND OTHER RECEIVABLES (continued)
Included in trade and other receivables are trade

debtors (net of specific provisions for bad and doubtful

debts) with the following ageing analysis:

AL ()

WE_FEE = =+ —HILFE
(LA #5575 )

22.

FE Wy B R e H i BB UK (A7)

JRE A SR A e L A R ok 4 R R K (2
FOBR R MR Tl e ) o FLUR B A R

The group The company
e | VNN
2003 2002 2003 2002

—®¥=F %% F -¥F=F ZFFF
$ Million $ Million $ Million $ Million

BEET H &7 BEET i # T

0 to less than 2 months E2pik2MA 128.2 169.5 120.0 160.2
2 to less than 6 months VE RN DE] 0.7 4.3 - 4.1
6 to less than 12 months 62 Dt 1218 A 4.2 9.9 3.8 9.8
12 months and more (note) BiE12M8 A (Ffa) 108.0 103.7 107.5 102.2
2411 287.4 231.3 276.3

Retention monies receivable —4E 1R 3] 49 1 e
due within one year TR B 2 103.1 132.9 103.1 132.9
344.2 420.3 334.4 409.2

The group’s credit terms for contracting business are
negotiated with and entered into under normal
commercial terms with its trade customers. Interim
applications for progress payments in construction
contracts are normally on a monthly basis and settled
within one month with retention monies withheld but

released on the issuance of relevant certificates.

Note:  The balance includes $107.5 million (2002: $98.0
million) in respect of the construction contracts of
Fuzhou Qingzhou Min Jiang Bridge and Shanghai 21st
Century Tower. Since 31st December, 2003, this
amount has been fully settled.

132

A B T SR K SES S B R A R IR —
e e S e B S R R R AR A
Z ) AR R R R — RO 4R A R 4
B R B ARCRRAR > S — 8 H 7 &5 53> T £ B
HCRR ) B AT B i ) A R AR R

BfFE: & 8 245 107,500,0007C ( —FE 4
98,000,000t ) HHL A% M| 7 J [ VL K AG K -
T — AR B AT B o M K
HER ZE=ZF+_H=Z+—HKE2HK
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

23.

CONSTRUCTION CONTRACTS

The group

Aggregate amount of costs
incurred plus recognised profits
less recognised losses to date

Progress payments received and

receivable

At 31st December, 2003

At 31st December, 2002

The company

Aggregate amount of costs
incurred plus recognised profits
less recognised losses to date

Progress payments received and

receivable

At 31st December, 2003

At 31st December, 2002

REH

Bt LA L T2
i I B B
e 2 4

£ J M e i
fi 3%

M2003%12A31H

R 20024£12H31H

ENVNS|

25 HAS I 2 Al RS
Rl E
it 73 s 18

Wi L R i o
(R

M2003%12A31H

R20024£12H31H

wox M

AL ()

WE_FE = =+ —HILFE

(Ll it SR )
23. EEEH
Gross Gross
amount amount
due from due to
customers customers
for contract for contract
work work Total
EREFE EAEF
ENIRHATE SHNIEAHE HE
$ Million $ Million $ Million
H & H BT H &
1,045.9 986.8 2,032.7
(1,025.8) (1,063.4) (2,089.2)
20.1 (76.6) (56.5)
338.5 (37.0) 301.5
1,045.9 986.8 2,032.7
(1,025.8) (1,063.4) (2,089.2)
20.1 (76.6) (56.5)
198.5 (37.0) 161.5
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NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

23. CONSTRUCTION CONTRACTS (continued)
In respect of construction contracts in progress at
the balance sheet date, the amount of retention

receivable from customers recorded within the

following categories is detailed below:

Non-current receivables I L B R i K

Amounts due from jointly JE W A 8 A 7 3R

controlled entities

24. CASH AND CASH EQUIVALENTS

Deposits with banks and other AT K H A

financial institutions B M A7 3K
Cash at bank and in hand WITHFNB &

WE_FEE = =+ —HILFE
(L4 5 )

23. BEEH (#)

REHE AR TRAA

R AT FIE

1 JE WS % 5 AR B AR A A

The group The company
rEE KAF

2003 2002 2003 2002
—g¥=fF “F% O ¥R FTF
$ Million $ Million $ Million $ Million
BET HE# T BEER HE T
141.8 38.8 141.8 38.8
- 1.6 - -
141.8 40.4 141.8 38.8

24. BREeERBEEEY

The group The company
r5E AT

2003 2002 2003 2002
—EB=F “XEREFTHF ZEBZE —FEF
$ Million $ Million $ Million $ Million
BETR H & T BEET H & T
9.9 324 - -
154.7 228.7 78.6 175.4
164.6 261.1 78.6 175.4
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

25. PLEDGED DEPOSITS

(a) At 31st December, 2003, deposits of the group
and the company were pledged to certain
banks to secure banking facilities granted to
certain buyers of properties of the group and
its associates to the extent of $51.1 million
(2002: $63.9 million) and $23.8 million (2002:

$27.2 million) respectively.
(b) At 31st December, 2003, these deposits were
used to secure bank loans of the group and of

the company which were included under

current liabilities.

26. TRADE AND OTHER PAYABLES

Advances received from a jointly B A E A A

controlled entity ALK
Creditors and accrued expenses  JEAFIE#
JE 5T % H
Gross amount due to customers MM & F A4 T
for contract work (note 23) AR (et 23)
Other loan (note 32) FoA B (B aE32)
Amount due to a subsidiary JRE AT i o A ] K

WE_FE = =+ —HILFE

(LA #5) 7R)

25. EEEX

(a)

(b)

AN EBEBEZAES A= —H A E
] e A B 0 AE BRI T A T AT
VE By 4% T A< 55 1B K gt 7 28 w18 40 )
2 E )74 Bl #£51,100,00000 (—FE
4 :63,900,00078) 23,800,000
JG (& & T4£:27,200,0007T) 4R
T B HEA

ACERR ST =T —HoE
A7 BT A A A A S ] A 2 ]
T 7 U B) B SRAT R

26. BENRAREMENSRK

The group The company
AEE KD

2003 2002 2003 2002
2= XX ZBE=F —“FEF
$ Million $ Million $ Million $ Million
BER HH# T BEER HE# T
- 181.0 - -
1,006.6 1,269.0 8175 1,088.4
76.6 37.0 76.6 37.0
120.0 120.0 120.0 120.0
- - 205.5 -
1,203.2 1,607.0 1,219.6 1,245.4
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

26. TRADE AND OTHER PAYABLES (continued)

Included in trade and other payables are trade

woxR MO

(%)

WE_FEE = =+ —HILFE
(L4 5 )

26, ENBRAREMESR (4)

R A B K % R A B A T 60 475 I A R Bk

creditors with the following ageing analysis:

0 to less than 2 months Expik2MA
2 to less than 6 months 2% bih6fd A
6 to less than 12 months 62 » ik 1208 A
12 months and more @124 A
Retention monies payable — 4F [ 3] 11 e £+F
due within one year I3
27. SHARE CAPITAL
Authorised: ZE:
Ordinary shares of $1 each BT (1T
fry 3 18 Mt
Issued and fully paid: BRITRME:
At 1st January and 200341 H1H &
31st December, 2003 127318

IR Aran
The group The company
vy AT
2003 2002 2003 2002
—$¥=F “TF F —¥F=F TTH
$ Million $ Million $ Million $ Million
BEET H &0 BEE H &0
108.4 150.6 108.4 150.6
7.4 42.9 7.4 429
6.5 60.3 6.5 60.1
68.9 48.9 68.9 43.3
191.2 302.7 191.2 296.9
84.9 150.7 84.9 150.7
276.1 453.4 276.1 447.6
27. B=X
2003 2002
—gg=f “EEE

No. of shares $ Million  No. of shares $ Million
ROEE BEER R H HEL
800,000,000 800.0 800,000,000 800.0
607,853,996 607.9 607,853,996 607.9




RN () BRAR
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

28.

RESERVES

(a)

The group

At 1st January, 2002

- as previously reported

- prior period adjustment
in respect of deferred tax
(note 11)

- as restated

Exchange differences on
translation of financial
statements of foreign entities

Revaluation deficit for the year

Realisation on:

- liquidation of a subsidiary

- disposal of non-trading

securities

Loss for the year (as restated)

At 31st December, 2002

At 1st January, 2003

- as previously reported

- prior period adjustment in
respect of deferred tax
(note 11)

- as restated

Exchange differences on
translation of financial
statements of foreign entities

Revaluation surplus for the year

Realisation on:

- liquidation of a subsidiary

- disposal of a subsidiary

Loss for the year

At 31st December, 2003

B % W x W = a)
#HE EEZFES A=A HILEE
(LAt 5 R )
28. fR#fE
Revaluation reserves
Capital Non-  Accumu-
Share redemption Capital  Exchange Investment trading lated
premium reserve reserve  reserve properties  securities losses Total
EftfifE
% }EE
RGEE EEHGE E4AHE EXRE RENE B% ERiEE ag
$ Million — § Million 8 Million~ § Million ~ § Million  $ Million 8 Million  § Million
HEx Ry Ry HEx HEx FEx HET HEx
(a) *%E
1200241 11 B
-UEER 1,369.6 14.6 175.7 (15.3) 6.3 (0.4)  (1,069.1) 4814
-HREEREY
i
(HzE11) - - (24.4) - - - (30.2) (54.6)
-E# 1,369.6 14.6 151.3 (15.3) 6.3 (0.4)  (1,0993) 426.8
e NTIL B S €
MABHELES
- - - (0.9) - - - (0.9)
FEEE S - - - - (59) - - (.9)
#5
-—HREAR S - - - (2.7) - - - (2.7)
-HEFEEG AR
- - - - - 04 - 04
FEEEE (ER) - - - - - - [977)  497.7)
12002121 31H 1,369.6 14.6 151.3 (18.9) 0.4 - (1,597.0) (80.0)
12200341118
-DHEEHR 1,369.6 14.6 175.7 (18.9) 04 - [1565.3) (239)
- HBEER AR
i R
(W) - - (24.4) - - - (31.7) (56.1)
it 1,369.6 14.6 151.3 (18.9) 0.4 - (1,597.0) (80.0)
WA T B ok
MR EE
- - - (0.7) - - - (0.7)
FEFEGRR - - - - 20 - - 20
25
—— [ 24 o] - - - (04) - - - (04)
-HE-HIEAR - - - (3.0) - - - (3.0)
AEEER - - - - - - (4094)  (4094)
142003412/ 31H 1,369.6 14.6 151.3 (23.0) 24 - (2,006.4) (4915)
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For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

28.

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W ok KM R

RESERVES (continued) 28.

Investment properties revaluation surplus for the year
of $2.0 million (2002: deficit of $5.9 million) is

attributable to associates.

Included in the figure for the accumulated losses is
an amount of $802.3 million (2002 restated: $726.9
million) being attributable to associates; and an
amount of $67.6 million (2002: $103.7 million) being

(%)

@t (A

WE_FEE = =+ —HILFE
(LA #5575 )

A AE FE B W %0 A5 688 2,000,0000T
(T E T4 15,900,0007T B &l S AL B

B E EAG R

T

2T 1R AL A A

802,300,000t (—

726,900,0007T) M ME (kL

FEA

/N R
FE A (HEWR)
A R TR R

67,600,0007C (— &% — 4 :103,700,000

attributable to jointly controlled entities. Jo) °
Non-
trading
Capital  securities Accumu-
Share redemption revaluation lated
premium reserve reserves losses Total
% FEEES
ki BERE EfRE  RAEE ag
$ Million $ Million $ Million $ Million $ Million
H#TT f#T i # T H#L H#T
(b) The company (b) RAF
At 1st January, 2002 #2002 17 1H 1,369.6 14.6 (0.4) (1,601.9) (218.1)
Realisation on disposal of HEFEEER
non-trading securities i ¢ $il - - 04 - 04
Loss for the year KA ER - - - (317.2) (317.2)
At 31st December, 2002 #20024£121131H 1,369.6 14.6 - (1,919.1) (534.9)
At 1st January, 2003 IR 200341 11 H 1,369.6 14.6 - (1,919.1) (534.9)
Loss for the year REEER - - - (288.7) (288.7)
At 31st December, 2003 J#2003412/131H 1,369.6 14.6 - (2,207.8) (823.6)

At 31st December, 2003, the aggregate amount
of reserves available for distribution to
shareholders of the company was $Nil (2002: $Nil).

M_FEEZ=FE+_H=+—H - RAH
A T AN AR (—FFE

i) o
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 #E —EEZFAf =4 —HIEFE
(Expressed in Hong Kong dollars) (LAt 5 R )
28.  RESERVES (continued) 28. f#f& (#)
(¢c)  The applications of the share premium account (c) Eﬁﬁﬂﬁfi 155 T R A W T £ A R ) R
and capital redemption reserve account are S0 22 A s s w5 48B
governed by sections 48B and 49H of the Hong 1% N5 AQH I T & ik

29.

Kong Companies Ordinance respectively.

The capital reserve, exchange reserve and AN A B RS ST T B AR A SR
revaluation reserves have been set up and will 5 A ot A >SI0SR 4 R B JES
be dealt with in accordance with the CIRS -/ I St - /N N VR = N
accounting policies adopted for negative B HMNERE R AR E MR H
goodwill arising on subsidiaries, associates and B AN & EEOR (BHsE1)
jointly controlled entities, foreign currency Ji P 7 B R A o

translation and the revaluation of investment
properties and investment in non-trading

securities (note 1).

MINORITY INTERESTS 29. LEHREER
Minority interests are analysed as follows: DB R S B AT R
2003 2002
ZBE=F CEFFHF
$ Million $ Million
BEET F #
Minorities’ share of net deficits D IR TR A R A T AR (110.5) (87.0)
Loans from minority shareholders D BB RO R 208.9 270.9
98.4 183.9
The share of net deficits by the minority shareholders D] /0 B e R4t AL Al T B S 4 | L EAG
are recognised in the consolidated balance sheet as A IR AR E AR R

they have provided financing to the subsidiaries.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

30. EMPLOYEE RETIREMENT BENEFITS

(a)

Defined benefit retirement plan

The group makes contributions to a defined
benefit retirement scheme which cover about
38% of the group's employees. The scheme
was administered by independent trustees
with their assets held separately from those
of the group.

On 1st February, 2003, the group’s defined
benefit retirement scheme was dissolved. The
vested benefits of the members were
transferred to a Mandatory Provident Fund
Scheme (“the MPF Scheme”) operated by the
group (see note 30(b)). The unvested benefits
of the scheme amounting to $13.3 million were
refunded to the group upon dissolution of the

scheme.

Ll
at

(%)

WE_FEE = =+ —HILFE
(LA #5575 )

30. EERAKER

(a)

FE R R K E B

AR T J T e 2 5 A 4 4R AR T
e A R S PN
Oy =N e BLIEF B i B SLZ AT
L FUH SR AR N B E O PR A
o

B ZAETH—H AREEBR
8 Pl 3 IR AR ETH B Ao BB 1 BE AT
R 4 B B 45 A A [ T 0 o o
AT FE (LKEE30(b) < ik 7 #
figt WK > 5% w5 81 7% #5013,300,000G Y
o BEA A 25 B4R [ A 42 8 o
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NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

WE_FE = =+ —HILFE
(LA #5) 7R)

30. EMPLOYEE RETIREMENT BENEFITS (continued) 30. EEBEKERN 4

(a)  Defined benefit retirement plan (continued) (a) HBERZZEINRE (H)
(i) Movements in the net asset recognised () NEEAMBRANERNEE
in the balance sheets are as follows: TFEEFWMT -
The group
and the company
AEBRERQF
2003 2002
—ERE=F T4
$ Million $ Million
BEX B # T
At 1st January W1H1H 13.3 14.0
Contributions paid to the scheme £ 7 &1 i it 3k - 4.0
Expense recognised in the profit it 18 £ 3% A 52 19 3
and loss account (note 5(d)) (K17 5(d) - (4.7)
Refund upon dissolution figt T B 2R 3K
of the scheme (13.3) -
At 31st December W12H31H - 13.3
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

30.

EMPLOYEE RETIREMENT BENEFITS (continued) 30.

(a)

woxR MO

(%)

WE_FEE = =+ —HILFE
(LA #5575 )

BERKEBEFN (4)

Defined benefit retirement plan (continued) (a) HRERZEINGE (4H)
(i) Expense recognised in the consolidated (i) A& EERNRERZ W
profit and loss account is as follows: e

Current service cost

Interest cost

Expected return on plan assets

Net actuarial losses recognised

The expense

is

recognised

administrative expenses in

consolidated profit and loss account.

The actual return on plan assets is $Nil

(2002: $0.3 million) for the year.

2003 2002

—EE=F TEE A

$ Million $ Million

BET F BT

B IR IR BS B AR - (3.5)
B R AR - (1.5)
B R A TE Y [ - 2.2
EL 7 52 A RS B s 18 VR - (1.9)
- (4.7)

in XA A RS RN AT
the B B AT DB RR o AN A 4

300,0007C) ©

HHRBE R (T A
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

30.

31.

EMPLOYEE RETIREMENT BENEFITS (continued)

(b) Defined contribution retirement plan

The group also operates the MPF scheme
under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong
Kong Employment Ordinance and not
previously covered by the defined benefit
retirement scheme. The MPF scheme is a
defined contribution retirement scheme
administered by independent trustees. Under
the MPF scheme, the employer and its
employees are each required to make
contributions to the scheme at 5% of the
employees’ relevant income, subject to a cap
of monthly relevant income of $20,000.
Contributions to the scheme vest immediately.

EQUITY COMPENSATION BENEFITS

The company has a share option scheme which was
adopted on 22nd January, 1998 (“the Adoption Date")
whereby the directors of the company at any time
within 10 years after the Adoption Date are authorised,
at their discretion, to invite employees of the group,
including directors of any company in the group, to
take up options to subscribe for shares of the
company. The exercise price of options is determined
by the board in accordance with Chapter 17 of the
Listing Rules. The options vest after 6 months and
are exercisable for various periods of not exceeding
9'/, years commencing 6 months after the date on
which the grant of the option is accepted, or up to
21st January, 2008, whichever is earlier. Each option
gives the holder the right to subscribe for one share.
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30. EERNKER 4
(b) FEMKEMNKEE
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31.

NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003 MEZEE T, ] = A — HIEFE
(Expressed in Hong Kong dollars) (LAt 5 R )
EQUITY COMPENSATION BENEFITS (continued) 31. HERZFTMER (4)
(a)  Movements in share options (a) BEREZF
2003 2002
—EE=F ZERETHE
Number Number
% & il 4
At 1st January W1H1H 18,670,000 31,470,000
Cancelled B vH (1,480,000) (12,800,000)
At 31st December A12H31H 17,190,000 18,670,000
Options vested at 31st December R12A31H &4 E B
A I T B IR A 17,190,000 18,670,000
(b)  Terms of unexpired and unexercised share (b) REEBRXRIPBREARTHENERE
options at balance sheet date 9 5k 7K
2003 2002
Exercise Z—ZE=f _“FEZF
Date granted Exercise period price Number Number
BETAH TR TREE BE g5E
20th May, 1998 20th November, 1998 to 19th May, 2005 $3.48 11,240,000 12,720,000
“WIANEREAZ+THE  —UUWNEF—HZ+HE
“EERFAA LA
18th June, 1998 18th December, 1998 to 18th June, 2005 $2.29 2,950,000 2,950,000
—“WHUNEAATAR —UANEFZA+ARZE
“EERFEAATAH
28th September, 1998 28th March, 1999 to 28th September, 2005 $1.48 3,000,000 3,000,000
—“ANERAZFTAE —AARE=ZHZFARE
“EERFERAZTNE
17,190,000 18,670,000
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NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

32. INTEREST-BEARING BORROWINGS

At 31st December, 2003, the interest-bearing
borrowings were secured as follows:

Current liabilities REBEE
Bank loans and overdraft WITEHRE
- secured (note (a)) — B (Hf 7 ()
- unsecured — A
Other loan HAh &3
- unsecured (note (b)) — I (M (b)
Floating rate notes 7Bk
- secured (note (a)) — B (Ff 7 ()
Non-current liabilities kRBEaE
Bank loans RITEH
- secured — A A
- unsecured — A

At 31st December, 2003, the bank loans and overdraft
were repayable as follows:

Within 1 year or on demand TAE [ B4 JE 4 e

After 1 year but within 2 years TR H 24 1
After 2 years but within 5 years 2R A B4

Wz EL =4 T = — HILFE
(LA #5) 7R)

32. HEMEX

ACEREZET = H O REHEK

B I A1 O A0
The group The company
A%E AL
2003 2002 2003 2002

“EEZf CZEXFTHE ZEBEBEZF ZFFIHE
$ Million $ Million $ Million $ Million

BET i # T BB [ # T
1,625.0 1,765.7 1,500.1 1,625.4
45.0 50.9 - -
1,670.0 1,816.6 1,500.1 1,625.4
120.0 120.0 120.0 120.0
180.6 205.5 - -
375 - - -
93.7 - - -
131.2 - - -

REFF=ZF+A=1+—H MRITHEK

Ko Ry AU T -
6700 18166 15001 16254
12.4 - - -
18.8 - - -
s SRR, T -
1,801.2 1,816.6 1,500.1 1,625.4
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

32.

33.

INTEREST-BEARING BORROWINGS (continued)

(a) Under the Debenture entered into by the
company and certain of its subsidiaries, all of
their undertaking, property and assets are
charged by way of fixed and floating charges
in favour of the bank creditors and the holders
of the FRNs.

Since 31st December, 2003, substantially all
of the bank loans and the FRNs have been
fully settled as a result of the completion of
the Debt Conversion Agreement and the
Yangpu Agreement. Further details are

disclosed in note 1(b)(i).

(b) The other loan is a loan from CEHCL
amounting to $120.0 million (2002: $120.0
million). The loan is unsecured, interest-bearing

and repayable on demand.

Subsequent to the year end, the loan was
applied against the proceeds from disposal of
the group’s interest in Greenway (see note
16(c)).

FLOATING RATE NOTES

On 11th December, 1997 a wholly-owned subsidiary
issued floating rate notes (“the FRNs") which are
denominated in United States dollars and guaranteed
by the company, with principal amount of US$65.0
million. The notes bear interest at the rate of 0.875%
per annum above the London Interbank Offered Rate
for six month US dollars deposits payable semi-
annually. The original redemption date of the FRNs is
13th December, 2000.
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(%)

WE_FEE = =+ —HILFE
(LA #5575 )

32.

33.

wEMERK A

(a)  ARIEALS ] B T A F e
SEHIE SR AR R Sz T b JE 4
2N A 3 B B R DA E K
B R E A AF B SR AT R B
£ SEREPNIUEG L

CEFSE AT R K
100 AT S VP BSR4 52
ECH 020 B 2 0
o HE— 2 A L T (0) ) o

(b)  FoAth 83K A5 B 6 45 p B O K R Y
120,000,000 & K ( = F & —4F:
120,000,0007C) - %5 JH & 30 % K
> W7 S R A H2 08 A I AR

EEER > IR DA B B AR
i Greenway B 1 T di 2 2 (5L B
#£16(c)) °

e

28

Y

=B FEF At 2 EHE
45 A 84T T A8 465,000,000 JC - i AR
A FE R E R LT B R - E R
JEA% 7SR H 36 J0 A7 3O A R A7 R 297 2
J10.875% 1 4F B #4248 A 1L > 3 e
B FFFAET A = DU (A B
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ®W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

33.

34.

FLOATING RATE NOTES (continued)

Since 31st December, 2003, the FRNs have been fully
settled as a result of the completion of the Debt
Conversion Agreement and the Yangpu Agreement.

Further details are disclosed in note 1(b)(i).

CONTINGENT LIABILITIES

(a) Contingent liabilities at the balance sheet date
in respect of guarantees given to banks and
other lenders to secure loans and advances to

the indicated parties are as follows:

oA
at

(%)

WE_FE = =+ —HILFE

(LA #5) 7R)

33. FEEE #H)
CER=ZFET A= -HE - FERRE
L 1E 52 A M 5 8 460 e % 3 T T ke I 2 B
EIR o 3 — A RE AT O B RE 1 (o) (i) I B 8%

34.

ZEEE

(a)  TAEEH By A4 A K w1 4R
A e FG A B N A AR 4f8 R

T AR B AR
The group The company
A&E RAT
2003 2002 2003 2002

SIH I N IH et
$ Million $ Million $ Million $ Million
BEETT Z: BEET H B L

Subsidiaries it & 7 A - - 240.7 288.5
Associates s 70.3 90.6 70.3 90.6
70.3 90.6 311.0 379.1

(b) The group and the company have contingent
liabilities in respect of performance bonds and
guarantees under contracts and other
agreements entered into in the normal course

of business.

(c) The group and the company have contingent
liabilities in respect of banking facilities granted
to certain buyers of properties of the group

and its associates.

(b) AR AL RFFA A — BEEH
AT B 5 A e HG A 1 T T A I R
&R AT B A B R

(c)  AERM LA Al FFA A& T AR M
SN R /NCIREE 7/ E S WRibE
i A5 A B s B
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

34.

wox M

AL ()

#E —FEE = = HIEEE
(LAt 5 R )

CONTINGENT LIABILITIES (continued)

(d)

At 31st December, 2003, one of the group’s
associates has conducted a review of certain
billing arrangements with the group, and as of
the date of approval of these financial
statements, this associate is still in the
process of assessing the validity of certain
development costs charged in previous years
by the group for the development of this

associate’s property in Guangzhou, the PRC.

No provision in respect of the above review is
considered necessary in the financial
statements by the directors as the review of

development costs is still ongoing.

Subsequent to the year end, the company has
received claims from certain former
subcontractors in relation to the alleged
non-payment for construction work done
amounting to $62.4 million (“the alleged
claims”). The company is in the process of
preparing counterclaims to these former
subcontractors for contra-charges and cost

deductions.

Based on legal advice, the directors are
confident that the alleged claims are unlikely
to be enforced against the company.
Accordingly, the directors consider that
provision of $7.3 million relating to these
alleged claims made in the financial
statements is adequate and no further
provision is necessary at the balance sheet
date.

34.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ®W® ok K

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

35.

MATERIAL RELATED PARTY TRANSACTIONS

In addition to the disposal of Greenway to CEHCL,
the settlement of balances in respect of the
construction contracts of Fuzhou Qingzhou Min Jiang
Bridge and Shanghai 21st Century Tower and the
settlement arrangement with CEHCL as disclosed in
notes 16(c), 22 and 32(b) on the financial statements
respectively, the group has the following material
related party transactions:

(a) In prior years, the group had several
construction contracts with a group (“the
related group”), which can exercise significant
influence over the group in making financial
and operating decisions, for the provision of
consulting and engineering services to the
related group on a combination of cost plus
basis and fixed price basis. Progress payments
received and receivable from the related group
were reduced by $23.9 million during the year
as a result of agreement of final settlements
with the related group (2002: progress
payments received and receivable from the
related group of $7.5 million).

The amount due from the related group at the
year end amounted to $107.8 million (2002:
$118.3 million).

(b) Another related group provided construction
services to the group and charged progress
payment amounting to $36.2 million (2002:
$100.3 million). The net amount due to this
related group at the year end amounted to
$33.1 million (2002: $44.1 million).

In addition, at the year end, the related group
provided corporate guarantee to the group on
bank loans amounted to $93.8 million (2002:
$Nil) which were included under non-current
liabilities.
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35.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

35. MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(c)

At the year end, properties of an associate of
$334.7 million (2002: $127.7 million) were used
to secure the bank loans of the group which
were included under current liabilities. The
bank loans secured by these properties
amounted to $271.9 million (2002: $215.9

million).

The group provided construction services to
certain of its joint ventures and charged
progress payment amounting to $15.0 million
during the year (2002: $32.7 million). The net
amount due from these joint ventures at the
year end amounted to $9.2 million (2002: $24.2

million).

Included in other loan under trade and other
payables is an amount advanced from a related
party amounting to $120.0 million (2002:
$120.0 million) at the year end (see note 32).
Interest paid and payable to this related party
amounted to $3.6 million for the year (2002:
$9.3 million).
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2003
(Expressed in Hong Kong dollars)

36.

37.

POST BALANCE SHEET EVENTS

The company entered into on 11th February, 2004
2004 the Debt

Conversion Agreement and the Yangpu Agreement

and completed on 13th April,

with Creator, an unrelated third party. Details of these
agreements have been included in a circular to
shareholders dated 11th March, 2004. The effects of

these agreements are summarised as follows:

(a) Issue of 1,340,555,276 new ordinary shares
of the company credited as fully paid at $1
per share and the elimination of the bank and
FRN indebtedness of approximately $1,340.5
million together with the waiver of defaulted

interest thereon.

(b) Disposal of the group’s interests in HYD(HK)
as partial settlement of the bank and FRN
indebtedness of $300.0 million.

(c) The estimated gain arising from the Debt
Conversion Agreement and the Yangpu
Agreement to the group is approximately
$341.0 million and will be credited to the
consolidated profit and loss account for the

year ending 31st December, 2004.

COMPARATIVE FIGURES

Certain comparative figures have been adjusted as a
result of the change in accounting policy for deferred

taxation, details of which are set out in note 11.

Certain comparative figures have also been
reclassified to conform with the current year's

presentation.
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