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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS

B %

For the year ended 31st December, 2002
(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 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. 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)
Bt & 3| & MY = o4

For the year ended 31st December, 2002 #E FE A ] = AL FE
(Expressed in Hong Kong dollars) (LA itk B 5 7 )

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. EEEFEE (&)

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

statements (continued)

(i) Going concern basis (continued) (i) FRAE A& FEE ()
On 3rd December, 2001, the group AREHK —EE—F+H
executed a guarantee and debenture = HBAT SR L E S 8
incorporating fixed and floating charges I AR 4 [ DA R % T )
over all of the undertaking, property TE 2t 2 R S BB 43 B JE 2 )
and assets of the company and certain LR EREE RWEELE
of its subsidiaries (“the Guarantee and W ERAT R L F B R 2K
Debenture”) as security for the bank o
indebtedness in Hong Kong and the
FRNs.
On 27th August, 2002, the company AN J H A E g A R B
and its wholly-owned subsidiaries W EEAENA LR
entered into a restructuring agreement B (5 R SR A7 5T o7 AL W R
(“the Restructuring Agreement”) with (TEAWE]) -ZEAW &
its bank creditors setting out the Ay E 2 A A AR 0 A T AR
general terms and principles that will THAEHSHT o T — Mk 3k S i
form the basis of the formal Al e AN ) EL ) 7 S SRR R AT
restructuring of the group’s Hong Kong AHE 2 A ke IEUE 41
bank indebtedness. The holders of the i o 1 50 B M AT BRSO AR B
FRNs have also been offered similar e e s S i & e
terms. The documentation and closing H 8 A 2w B HE SR AT 1 o
of the formal restructuring, which will AR H LA B ([
be subject to certain conditions HIRR 1) o (R ECP A 25 T e P
precedent, was expected to occur on PR SE R s B E A+
or before 31st December, 2002 or such N B R EE 2 =% =
later date as the bank creditors may EZA=+—H - HEHK
agree with the company (“Long Stop FR=ZAFA=ZHMITIREERR
Date"). The Long Stop Date was & 2 DA 2 BEE R  E AE e AR
extended to 371st March, 2003 in WRE L =FH =+
December 2002 and subsequently HohAZFFEZHE+T+ZA =+
again in March 2003, the majority of — H > ZEE A 0 & s SR 1T 1
the bank creditors’ steering committee B R B RN R A S X
has agreed to further extend the Long FlE Jt % 2,076,600,0007T
Stop Date to 30th June, 2003. The (&% —4:1,985,900,000
outstanding principal and interest of the TL) A ZEEFE=HFE—H >
Hong Kong bank indebtedness and the 147,300,0007C I K /7 2K E
FRNs subject to restructuring totalled PR RAT R RE N 07 B PR
approximately $2,076.6 million as at BN KAEA G KRB )
31st December, 2002 (2001: $1,985.9 VE By B 03 B 3 -

million). In January 2003, pledged
deposits of $147.3 million were
distributed to the bank creditors and
the holders of the FRNs as partial
repayment in proportion to their
outstanding principal and interest.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 e —FE A = — HIEFE
(Expressed in Hong Kong dollars) (LAt 5 )

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

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

statements (continued)

(i) Going concern basis (continued) (i) FRAE A B ()
The directors are currently taking active # 3 BLE A vk E OE RS
steps with a view to achieve closing of HEHKEENITOEAEH
the formal debt restructuring as soon WA ERNYEEE B
as practicable and continue to RS AE R M A T8 - E
implement the proposed property asset ARG > AR AR AR AT A% o 4 it
disposal strategy included in the R SRR MG E AR E
Restructuring Agreement. The directors W HETT & A B A S5 B AE AT R
believe that the ongoing support from ) % Al Fr A 58 7 o

its bankers will continue and the
measures to be taken under the debt
restructuring plan will enable the group
to continue in operational existence for
the foreseeable future.

Accordingly, the directors are satisfied @R ERTR A RE
that it is appropriate to prepare the N SN e e s S i |
financial statements on a going concern = — H W B BUR DA 4 2
basis, notwithstanding the group’s HEU H D A 450 S Y A U B
financial position as at 31st December, 5 =T 2 8 1Y o AR Gn A 4
2002. Should the group be unable to B K BELAFFE KSR &
continue in business as a going HREER A B ES
concern, adjustments would have to be FAE R DL ROE
made to restate the values of assets £ AT R[] R AR AT T L Ath T
to their recoverable amounts, to At BB B AR A DL K
provide for any further liabilities which A% I U B & A R E
might arise and to reclassify W AREEE KA S
non-current assets and liabilities as S T R 1 R BRI R TE B S i
current assets and liabilities, F R AR o

respectively. The effect of these
adjustments have not been reflected
in the financial statements.

(i)~ The measurement basis used in the (i) BRBCE W EF EARE  BL I
preparation of the financial statements B HREETEAR (AT
is historical cost modified by the SCHT A € FEEOR) S A BE
revaluation of investment properties, i DARR S AR AR A
and the marking to market of certain AR

investments in securities as explained
in the accounting policies set out
below.




70

ANNUAL REPORT 2002

—EECFEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

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 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.

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.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W K

For the year ended 31st December, 2002
(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 and consequently
the company was unable to obtain access to
the books and records of HKCW. Accordingly,
the following unaudited financial statements
of HKCW for the year ended 31st December,
2002 have been used for consolidation
purpose:

Profit and loss account

Turnover
Loss from ordinary activities after taxation

Balance sheet

Non-current assets

Current assets
Gross amount due from customers
for contract work
Other current assets

Current liabilities
Advances received from a jointly
controlled entity
Other current liabilities

Total assets less current liabilities

Non-current liabilities

Net liabilities
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

(d)

Subsidiaries (continued)

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.

Associates and jointly controlled entities

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

operating policy decisions.

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

control over the economic activity of the entity.
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RN () BRAT
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W K

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

Associates and jointly controlled entities

(continued)

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).

Unrealised profits and losses resulting from
transactions between the group and its
associates and jointly controlled entities are
eliminated to the extent of the group’s interest
in the associate or jointly controlled entity,
except where unrealised losses provide
evidence of an impairment of the asset
transferred, in which case they are recognised

immediately in the profit and loss account.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

(e)

Associates and jointly controlled entities

(continued)

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.

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,

against reserves and is reduced by

positive goodwill is eliminated

impairment losses (see note 1(k)); and
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

#E o FE LS = —HILEE
(DLt 9 7 )

FEESTHE (4)

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1.

(e}  Goodwill (continued) (e) ©EB (&)

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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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:

B CEE A A
PEH B & s A B A
Tl s M

- for acquisitions before 1st January, —
2001, negative goodwill is credited to

a capital reserve; and
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok MK

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(e) Goodwill (continued)

- 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.

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
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
( #)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

(f)

Goodwill (continued)

- 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.

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.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

Other investments in securities (continued)

(ii)

(iif)

(iv)

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

foreseeable future.

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.
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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, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(9) 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
aggregate depreciation (see
note 1(j)) and impairment losses

(see note 1(k)).

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
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok MK

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g)

Fixed assets (continued)

(iii)

- 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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RN () BRAT
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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)).
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—EECFEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) Other properties (continued)

(iif)

(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 is 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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RN () BRAT
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok K

For the year ended 31st December, 2002
(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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ANNUAL REPORT 2002 Z—ZEZ-FEHER

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W® ok MK

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(j) Depreciation (continued)

(iif)

Depreciation is calculated to write off
the cost of other fixed assets over their

estimated useful lives as follows:

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

remaining term of the lease;

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

and

- other fixed assets, comprising
machinery and equipment,
vehicles, vessels, and fixtures
and fittings are depreciated on
a straight-line basis over their
anticipated useful lives of 4 to

10 years.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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 whenever the
carrying amount of an asset exceeds its

recoverable amount.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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.
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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, 2002
(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, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(1

Construction contracts

The accounting policy for contract revenue is
set out in note 1(g)(ii). When the outcome of
a construction contract can be estimated
reliably, contract costs are recognised as
expenses by reference to the stage of
completion of the contract activity at the
balance sheet date. When it is probable that
total contract costs will exceed total contract
revenue, the expected loss is recognised as
an expense immediately. When the outcome
of a construction contract cannot be estimated
reliably, contract costs are recognised as an
expense in the period in which they are

incurred.

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 % W K

For the year ended 31st December, 2002
(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
intangible assets and inventories not
yet recognised as an expense.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n) Employee benefits (continued)

(iif)

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)
B % o oKx MY A (s

For the year ended 31st December, 2002 e —FE A = — HIEFE
(Expressed in Hong Kong dollars) (LAt 5 )

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

(n)  Employee benefits (continued) (n) EEEA (A

(i) In calculating the group’s obligation in (i) 7EFHE AL E G 8 2 E
respect of a plan, to the extent that s> B AL R R HER 2 A
any cumulative unrecognised actuarial A NEIEY TR R R |
gain or loss exceeds ten percent of the i AT 2 BUE B wE BN B
greater of the present value of the EZANAREME (CZHZER
defined benefit obligation and the fair H)zHanz - AlAHzHE
value of plan assets, that portion is H 2 s R A T2
recognised in the profit and loss HE-FHER N T EHE &R
account over the expected average HRERR BRI LA AL 2 S
remaining working lives of the Wi A B TR AS B R o

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

not recognised.

Where the calculation of the group's HARPEALE 2 B ES
net obligation results in a negative B O > TERR 2 A R
amount, the asset recognised is limited R 2R ER 2B AL
to the net total of any cumulative T RR SO A RS AR B R AR
unrecognised net actuarial losses and SEREX NG [P E Y = N
past service costs and the present D R AR B K 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) ®EHEBEDEEHESLTREER
options to acquire shares of the W 7 R Ay 2 B B RE > IR T
company at nil consideration, no H HAHE A € 58 25 I8 B AR A
employee benefit cost or obligation is B BT AT: o R RE Bl AT
recognised at the date of grant. When I > 1 HRE AR 4 i 3] 2 R IR T
the options are exercised, equity is A o

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, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

(o)

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.

Deferred taxation

Deferred taxation is provided using the liability

method in respect of the taxation effect arising

from all material timing differences between

the accounting and tax treatment of income

and expenditure, which are expected with

reasonable probability to crystallise in the

foreseeable future.

Future deferred tax benefits are not recognised

unless their realisation is assured beyond

reasonable doubt.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

RN () BRAT

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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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NOTES ON THE FINANCIAL STATEMENTS (continued)

AL ()

B % W® ok MK

For the year ended 31st December, 2002
(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) 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”

(ii) 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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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(q) Revenue recognition (continued)

(ii)

(ifi)

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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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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
properties 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.
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NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2002 #HE _—EE S ZH="A—HIEFE
(Expressed in Hong Kong dollars) (L4t W5 7R )
2. TURNOVER 2. Ex®
The principal activities of the group are construction AREE N R LR TR Y R
and property development and investment. KPS -
Turnover represents revenue from construction BEFARELKARESHBRA-HERA
contracts, rental income and proceeds from sale of N B ) 2 0T A5 ZTE o AR R 8 2ERE IR
properties. The amount of each significant category B TR R0 EE B A BRI SRR R
of revenue recognised in turnover during the year is
as follows:
2002 2001
—BF=F  F%FF
$ Million $ Million
BEEx B T
Revenue from construction contracts HEASLHIWA 1,297.7 1,814.0
Rental income FH 4 0 A 19.8 18.8
Proceeds from sale of properties th B W) € T A5 3KIH 4.8 0.6
1,322.3 1,833.4

100



HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

RN () BRAT

<>

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

3.

SEGMENTAL REPORTING (continued)

Location of customers

Revenue from external customers

Other revenue

Total revenue

Segment profit/(loss)

Unallocated operating income
and expenses

Loss from operations

Finance costs

Discount on auction of bank
loans and floating rate notes

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

Taxation

Minority interests

Loss attributable to shareholders

Depreciation & amortisation
for the year

Significant non-cash expenses
(other than depreciation &
amortisation)
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3. OWHE (4

The People’s
Hong Kong Republic of China Unallocated Consolidated
g HE AEDE &a
2002 2001 2002 2001 2002 2001 2002 2001
ZBFCF CIT-F ZRR-E CFT-F C¥R-F CTTF CRBCE CFTF
$ Million ~ $ Million ~ § Million ~ § Million  § Million  $ Million ~ $ Million § Million
HER HEx gEx HEx - b FEx HER HET
11635 17369 158.8 96.5 - - 13223 18334
- - 14 10.0 137 209 25.1 309
11635 17369 170.2 106.5 137 209 13474 18643
(122.8) (130.7) 22 2.1 (120.6) (106.6)
(181.7) (187.3)
(3023)  (2939)
(125.0) (2178)
- 1234
(17.7) (76.4)
19 55.3 (13.0) (191.7) (11.1) (136.4)
- - (12.8) (199.5) (12.8) (199.5)
(28.8) (35.5)
15 -
(496.2)  (836.1)
0.8 11 - -
218.6 67.3 217 25.3
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

<>

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

3. SEGMENTAL REPORTING (continued)

Segment assets PHERE
Interests in associates and Banik

jointly controlled entities REAAER
Unallocated assets REARRE
Total assets BEE
Segment liabilities AHAH
Amounts due to associates EffEENR

and jointly controlled entities HENHHE
Unallocated liabilities RENEAE
Total liabilities BAfk

W K M FF &)

BEFTE AL H = —HIEFEE
(Ll SR )

3. OHWEE 4

The People’s
Hong Kong Republic of China Unallocated Consolidated
g4 i AEDE &a

2002 2001 2002 2001 2002 2001 2002 2001
Z8RCF “%%T-F CRRCF C%T-F CRBCF C%%-F CRBCE CTT-f
$ Million  $ Million 8 Million  $ Million ~ § Million  $ Million  § Million  $ Million
HEn HEx HER H# HEn HEx HER HEx
651.4 6334 13010 1,116.5 1,952.4 1,749.9
69.1 539 16398 22603 17089 23142
982.7 889.9

46440 49540
(666.9)  (650.6)  (227.2) (215.1) (894.1)  (865.7)
(190.7) (192.2) (21.9) (38.4) (2126)  (230.6)
(2,769.4)  (2,7033)

(3876.1)  (3,799.6)
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For the year ended 31st December, 2002

NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt & 3| & MY = o4

#HE _—EE S ZH="A—HIEFE

(Expressed in Hong Kong dollars) (DLt B2 R )
3. SEGMENTAL REPORTING (continued) 3. ZoMWMEHE (4H)

Business segments E) Sl

The group comprises the following main business Ll FEEF M

segments:

Construction:  The construction work, including e ey FANH R P RS -
civil and building works, for external KRR F S TR
customers.

Property leasing: The leasing of office premises and L EXIN-& WHEBAZEREEYE
residential properties to generate DLl B e A BT R

rental income and to gain from the
appreciation in the properties’
values in the long term.

M > DY) 3 THE T
Y i A o

Property The development, purchase and YR K BN EE AT
development  sale of commercial and residential -
and sales: properties.
Property
development
Construction Property leasing and sales
BE MERE MERRRHE
2002 2001 2002 2001 2002 2001

“RR=F %% 4 -RE=F
$ Million  $ Million  $ Million
BERT H 8t BET

SAF-f ZRBSE 2T

$ Million ~ $ Million  $ Million
B &t BERL B &t

Revenue from external SNEEF Z A

customers 1,297.7 1,814.0 19.8 18.8 4.8 0.6
Other revenue HAb g A - - 1.4 10.0 - -
Total revenue YN 1,297.7 1,814.0 31.2 28.8 4.8 0.6
Segment profit/(loss) AW/ ER) (151.8) (134.1) 31.2 28.8 - (1.3)
Segment assets A E 816.8 763.6 429.5 455.1 706.1 531.2
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

#E o FE LS = —HILEE
(DLt 9 7 )

4.  OTHER REVENUE 4. HtWA
2002 2001
—ERE-F T4
$ Million $ Million
BB H %0
Interest income FLE A 7.8 11.6
Property fee income L/EIE-TI PN 1.4 10.0
Other income HAth i A 5.9 9.3
25.1 30.9
5.  LOSS FROM ORDINARY ACTIVITIES BEFORE 5. BRRBAIEEEKERE
TAXATION
Loss from ordinary activities before taxation is arrived BBl Al E R ERER MR, (GEA) ¢
at after charging/(crediting):
2002 2001
—ERE-F T4
$ Million $ Million
BET B #
(a)  Other net income (a) HtvlzFaE
Net (profit)/loss on sale of fixed assets HE T EE (ka)
&5 18 13 4 (12.3) 0.8
Exchange loss/(gain) I S48, (i as) 9.9 (35.2)
Loss on disposal of a subsidiary B B JE s s R - 16.6
Gain on liquidation of a subsidiary WiF I /2 ) 3 AR R g (7.0) -
Others HAl 2.0 (3.4)
(7.4) (21.2)
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NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2002 #HE _—EE S ZH="A—HIEFE
(Expressed in Hong Kong dollars) (DLt B2 R )
5.  LOSS FROM ORDINARY ACTIVITIES BEFORE 5. BRBAEREKEE &)

TAXATION (continued)

2002 2001
=BE-F —EFET 4
$ Million $ Million
=R i # T
(b)  Other operating expenses (b) HtLEEMR
Provision for bad and doubtful debts TR A 35.4 3.9
Provision for properties held for sale B YA 14.9 46.8
Impairment loss on fixed assets ] o A S 4R 3.3 2.6
Impairment of goodwill on acquisition of i i T 7 A ) HE A
further interest in an associate it E A ) T R L (E 12.6 4.7
Impairment loss of non-trading securities FHEXFREEE 3.3 20.0
Tendering costs and other unallocated BT HUA S Ho A
contract costs TR A 23.2 20.9
Others HoAts 21.6 16.6
114.3 115.5
(c)  Finance costs (c) WERK
Interest on bank advance and other HIR TLAE IR R I
borrowings repayable within five years SRAT B R At
fit 3 9 B 125.0 217.8
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W K

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

5. LOSS FROM ORDINARY ACTIVITIES BEFORE
TAXATION (continued)

(d)

(e)

Staff costs* (d)
Contributions to defined contribution plan
Increase in liability for defined

benefit plan (notes 30(a)(ii) and (iii))

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 $2.2 million (2001: $1.4 million)

* In addition to the amounts disclosed above,
staff costs and depreciation of $83.8 million
(2001: $76.1 million) and $0.8 million (2001:
$1.1 million) respectively were charged to
cost of construction contracts.

B

AL ()

#E o FE LS = —HILEE
(DLt 9 7 )

5. BRBAMEREEBEE &)

2002 2001
—EE-F  EREA
$ Million $ Million
BEET H T
BT A
FoE SRR B 2 K 0.4
P M 4 5t E A R
g (B 5E 30(a) (i)
Fe (i) 4.7
BRB A 5.1 7.5
Bra L& R A AE A 32.6 51.1
37.7 58.6
2002 2001
—EE-F T4
$ Million $ Million
BB A & T
HitE g
ESIE SN 4.8 1.9
1 B P 4.4 7.5
e 2.6 2.7
VES L2 -¢ ¥
1.3 1.9
FEW R E M EM %
I8 # 7 112,200,0007C
(ZFR—4:
1,400,0007C) (17.6) (17.4)

* Bi ULE 2R BRI GEA @5 A
AR T KA KT 92
83,800,0007C (44 —4F : 76,100,000
) K 800,0007 ( = FFE — 4
1,100,0007) °
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For the year ended 31st December, 2002

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

#HE _—EE S ZH="A—HIEFE

(Expressed in Hong Kong dollars) (DLt B2 R )
6.  DIRECTORS’ REMUNERATION 6. EEME
Directors’ remuneration disclosed pursuant to section HR 45 A W5 (A AR B 55 16115 51 i 3 35
161 of the Hong Kong Companies Ordinance is as M &
follows:
2002 2001
—BE-F R
$ Million $ Million
BB H & T
Fees 4 0.4 0.1
Salaries and other emoluments B B A B 4 12.4 17.3
Retirement scheme contributions FER NS R T - 0.2
Compensation for loss of office paid H A% 2\ 32 AT
by the company e 0k Al 1 2 - 11.0
12.8 28.6
Included in the directors’ remuneration were fees of 3 A P RS AR AR B N AN T S R L
$0.2 million (2001: $0.1 million) paid to the 7% % 200,0007C (=% %E—4:100,000
independent non-executive directors during the year. J6) W4 e
The remuneration of the directors is within the g e N RN EEO I S NG @ (1
following bands:
2002 2001
—BE-F R
Number of Number of
directors directors
EEAH R AN
$ Nil - 1,000,000 48 — 1,000,0007C 6 12
$ 1,000,001 - 1,500,000 1,000,0017¢ — 1,500,0007C 2 2
$ 1,500,001 - 2,000,000 1,500,001 —2,000,0007C 1 1
$ 2,000,001 - 2,500,000 2,000,0017c —2,500,0007T 1 1
$ 2,500,001 - 3,000,000 2,500,0017¢ — 3,000,0007C 1 1
$ 3,000,001 - 3,500,000 3,000,0017¢ — 3,500,0007C 1 -
$ 6,500,001 - 7000,000 6,500,0017c — 7,000,0007T - 1
$ 8,000,001 - 8,500,000 8,000,0017C — 8,500,0007C - 1



RN () BRAT
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 BE_EF _HFEFf H=14—HILFE

(Expressed in Hong Kong dollars) (LAt 5 )

7. INDIVIDUALS WITH HIGHEST EMOLUMENTS 7. Eea#E AL
Of the five individuals with the highest emoluments, HEMERm ALH =2 (ZFE—4:
three (2001: all) are directors of the company, whose Jr ) By vl o < O 76 Bt SR o &% o
emoluments are disclosed in note 6. The aggregate HEpmp (ZFEF—4 %) N4
of the emoluments in respect of the other two (2001: R

Nil) individuals are as follows:

2002 2001

—EBE-F R EFAF

$ Million $ Million

BEET EN:Pm

Salaries and other emoluments B 4 S LA I 4 3.7 -

The emoluments of the two (2001: Nil) individuals WA (CEE AR MeRES AW
with the highest emoluments are within the following M 4 A DA T 6 A

bands:

2002 2001

—BE-F  ZFEFF

Number of Number of

individuals individuals

AE A #

$1,500,001 - 2,000,000 1,500,0017G — 2,000,0007T 2 -
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NOTES ON THE FINANCIAL STATEMENTS (continued)

(%)

BE EEFES =1 —HIFEE

B % R K M ==
For the year ended 31st December, 2002
(Expressed in Hong Kong dollars) (L4t W5 7R )
8.  TAXATION 8. BIE
(a) Taxation in the consolidated profit and loss (a)
account represents:
PRC taxation B A TH
Underprovision of Hong Kong DLE AF i A5 Wk
profits tax in respect of prior years 15 B M R 2
Share of associates' taxation JRE A W 7 2\ B IA

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

in Hong Kong sustained losses for taxation

purposes during the year.

HEBEERAINBES:
The group
AEE
2002 2001
—EE-F ZRE A
$ Million $ Million
BE T H %
6.7 12.1
- 2.9
6.7 15.0
221 20.5
28.8 35.5b

P AR 2 R AN AR 24 R A 7 s 1 B Je 2wt
AR BE T e 1R (TEBLHS 7 T ) - R bt
A s AT B AT H e A o
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

8.

TAXATION (continued)

(b)  Taxation in the balance sheets represents:

Hong Kong profits tax AR
- balance of profits tax — DL AR R A5 B
provision relating to A 45 0
prior years
PRC taxation o B it JH

(c) There are no significant potential deferred tax
liabilities for which provision has not been
made.

LOSS ATTRIBUTABLE TO SHAREHOLDERS

The loss attributable to shareholders includes a loss
of $317.2 million (2001: loss of $557.6 million) which
has been dealt with in the financial statements of

the company.

#E o FE LS = —HILEE
(DLt 9 7 )

8. BE (#)

(b) HEAMMFNKBIIAL:

The group The company
r& YN
2002 2001 2002 2001

—EE-F ZEXF- ZEEZF —FEX—F
$ Million $ Million $ Million $ Million
BEET H &0 BEE H &0

2.9 2.9 - -
63.4 63.4 50.3 50.3
66.3 66.3 50.3 50.3

iy
TF

(c) A [ R e R VR A A S
WA A ) HE A o

9. RREMLEHE

e R A s 1B L A% — S B 5 A AR 4 /] B S

HWFEA317,200,000C 548 (- FFE—4:
557,600,000t 18)
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—EECFEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

10. LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share is based
on the loss attributable to shareholders of
$496.2 million (2001: $836.1 million) and on
607.9 million (2001: 555.2 million) ordinary
shares, being the weighted average number

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

shares in existence during the years 2002 and
2001.

1.  CHANGES IN ACCOUNTING POLICIES

(i)

Employee benefits

In prior years, the regular cost of providing
retirement benefits under the defined benefit
retirement schemes was charged to the profit
and loss account over the expected service
lives of the members of the schemes on the
basis of level percentages of pensionable pay.
With effect from 1st January, 2002, in order
to comply with Statement of Standard
Accounting Practice 34 issued by the Hong
Kong Society of Accountants, the group
adopted a new policy for defined benefit plans

as set out in note 1(n).

wox M

L
at

(%)

#HE _—EE S ZH="A—HIEFE

(LA 5 7 )
10. ERERE
(a) EBREXREE

1 Ji B AR e 48 2 4 i1 496,200,0007T

(—ZF & —4F:836,100,0007T) 1k
RGeS A B B AT A R
1 Jin #E ~F- 34 # 607,900,000 (%
% —4F 1 555,200,000/%) 515 -

AT VA Y 2 I o

1. BETBERERT

(i)

BEEF

PUAEARFE » Lo Pl 4 R ARF] # 2  )
B R A R B A DA E TR AR 4 1 T 1
T3 L 2y R AR R B A E B
FHIR S AE I A A B 28 R 5 3 - th —
TRZE—H—HE B THEER
o B € S5 A 0 CEr R E A
E34E AEER A T —EHHE A
EAETREL N R e & N 4
AL 1(n) Bl R
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W K

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

1.  CHANGES IN ACCOUNTING POLICIES (continued)

(i)

(ii)

Employee benefits (continued)

As a result of the new accounting policy, the
group’s loss for the year has been increased
by $0.7 million and the net assets as at the
year end have been increased by $13.3 million.
The effect of adopting the new accounting
policy relating to prior periods has been
adjusted to the opening balances of
accumulated losses for the year. No
restatement of the comparative information

has been made.

Translation of financial statements of

foreign enterprises

In prior years, the results of foreign enterprises
were translated into Hong Kong dollars at the
rates of exchange ruling at the balance sheet
date. With effect from 1st January, 2002, in
order to comply with Statement of Standard
Accounting Practice 11 (revised) issued by the
Hong Kong Society of Accountants, the group
translates the results of foreign enterprises at
the average exchange rate for the year. The
effect of this change in accounting policy is
not material and, therefore, the opening

balances have not been restated.

B

L
at

( #)

#E o FE LS = —HILEE
(DLt 9 7 )

11.

BT BRMOEET (41)

(i)

(i)

BERF (4)

TEHR & 7T EUR N R B4R B 2 i 18
#4790 T 700,0007C - Ifif 4F & Wy 2 &
TF(E R8T 13,300,0007C © £ 2
TR st BRI B B 5HE 1R
R 300 00 4685 % A L B o O RSB I R
VE o

BHAEEPBRRRZBRE

TE LLEAF B - W A A 36 2 SERU 15 &
EREMRGE N 2 ERRE -
MR E—A—H® B THa
U A2 AR A B CEr RS
HIPY S 5% (REAERT) > A 4R B I i Sh
1 38 2 SO A T I R A
T W o SE R B R EUR 2 B A
KRB Bk > 194 B A AR A
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NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

12.  FIXED ASSETS

(a)

B % ¥} O x M OFE oa)
#BHE _FE HFf - H=F—HIFFEE
(DLt B2 R )
12. BEIEEE
Properties Other
Investment held for fixed
properties  own use assets Total
Hit
REM¥ BRAWX EBETEE R
$ Million $ Million $ Million $ Million
H &0 B &0 B &0 H &0
The group (@) *&E
Cost or valuation: R GE:
At 1st January, 2002 ®20024E1H 1H 4543 39.1 42.8 536.2
Exchange adjustments I 5, i 5 (1.0) - (0.1) (1.1)
Additions HE
- through acquisition of a — 3 A i i —
subsidiary it g A 18.2 - 0.5 18.7
- others — HAth - - 0.4 0.4
Transfer from properties A8 &
held for sale EL YN 3.8 - - 3.8
Reclassification E 0| 45 - (5.3) (0.8)
Disposals & (32.6) - (0.9) (33.5)
Revaluation deficit A 5 4l (17.7) - - (17.7)
At 31st December, 2002 R2002F128318 4295 391 314 506.0
Representing: R&:
Cost JR A - 39.1 37.4 76.5
Valuation - 2002 il {§ — 20024 429.5 - - 429.5
429.5 39.1 37.4 506.0
Aggregate depreciation: WEAE:
At 1st January, 2002 1200241 1 1A - 1.1 29.6 40.7
Through acquisition of a 75 308 Wi B — T
subsidiary i Je 2 - - 0.4 0.4
Charge for the year ARAEFENHE - 0.6 2.8 3.4
Impairment loss RN Eis| - 0.3 3.0 3.3
Reclassification E 0| - - (0.8) (0.8)
Written back on disposal B I 48 I - - (0.8) (0.8)
At 31st December, 2002 R2002F12A318 . - 120 342 462
Net book value: RERE:
At 31st December, 2002 2002%F 128 31H 429.5 271 3.2 459.8
At 31st December, 2001 *20014F12H31H 454.3 28.0 13.2 495.5




RN () BRAT
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON 'I;IHEi%FINANCIAL STATEMENTS (continued)
i

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

12.  FIXED ASSETS (continued)

(b)

The company

Cost or valuation:
At 1st January, 2002
Additions

Disposals
Revaluation deficit

At 31st December, 2002

Representing:
Cost
Valuation - 2002

Aggregate depreciation:
At 1st January, 2002
Charge for the year
Impairment loss

Written back on disposal

At 31st December, 2002

Net book value:
At 31st December, 2002

At 31st December, 2001

woxR M

L
at

( #)

#E o FE LS = —HILEE

(LA i e 5] 7% )
12. BEEEE (4)
Properties Other
Investment held for fixed
properties  own use assets Total
Hit
RENME EBERY%E BZXEE k]
$ Million $ Million $ Million $ Million
HE# T HET HE# T H# T
¥ N
BARMEE:
20024 1H1H 12.8 30.8 31.8 75.4
WE - - 0.2 0.2
i - - (0.6) (0.6)
A s 4 (3.1) - - (3.1)
R2002%12A318 ! 97 308 34 N3
RE%:
A - 30.8 31.4 62.2
ffi {E — 20024F 9.7 - - 9.7
9.7 30.8 314 71.9
mEAaE:
J#20024F1H1H - 7.5 25.0 32.5
ARAF YT - 0.4 2.1 25
I 18 5 48 - - 3.0 3.0
B B 438 ] - - (0.6) (0.6)
R2002%12A310 - - 79 295 374
IRERE:
M2002%£ 128318 9.7 22.9 1.9 34.5
2001412 31H 12.8 23.3 6.8 42.9
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—EECFEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

12.

FIXED ASSETS (continued)

(c)

(d)

(e)

Investment properties of the group and the
company were revalued at 31st December,
2002 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 amounting to $130.0 million (2001:
$156.0 million) has not yet been formally

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 $429.5 million
(2001: $454.3 million) and $9.7 million (2001:

$12.8 million) respectively.

At 31st December, 2002, the group and the
company has pledged certain fixed assets
having a net book value of approximately $35.9
million (2001: $39.9 million) and $32.6 million
(2001: $36.1 million) respectively in accordance
with the terms of the Guarantee and
Debenture to provide security for the bank
indebtedness and the FRNs.

wox M

AL ()

BEFTFE A H = —HIEFE
(DLt B2 R )

12. BEEEE (#)

(c) AEHEANAZHEWECH

FECHEFT A= HEH BT
— KR AT R A R B A PR A
FLEAT EE Al o 52 5 R AT 2 DARH 6l
AR H 2% R 8 i 5 A
S B T (B0 B A B
Mo AR S H > DL AR BE T
A) 7% B A 9 130,000,0000T (—
% —4F 1 156,000,00070) % &Y%
R ¥ S T AT REAT) oA IE A A B [ o

IRy

bR | (R A B /A

(d  AEEDEEHRE ﬂ*ﬂ?ﬁ%%% oi8

BORH B — e T I A R

HLAHEBE S A5 21 309 H AR A0 ﬂ;,q F'H%%F)?
A G AT R 7 A o A TR AR R AR

P A R

AL B KA s\ AR RS B R
BEWENE®@TMAEES NS
TR — A
454,300,0007C) }9,700,0007C (-
% —4:12,800,0000C) °

429,500,000t ( =

(e) WMIZFFZHF+H=+—H &%
] S A R AR A R S O B
Tl 5 W T ¥ 1H & 3L 4935,900,0007C
(=% % —41:39,900,00070) K&
32,600,0007C ( — & & — 4 :
36,100,0007C) Y [ 5 & 2 AF 25 SR AT

s Ko B SRR
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

12.  FIXED ASSETS (continued)

(f) The analysis of net book value of properties

is as follows:

The group

In Hong Kong

- medium-term leases
Outside Hong Kong

- long-term leases

- medium-term leases

T it

- THHEE
TE 7 i DA e [
-RMHEE
- THHEE

W K M FF &)

#E o FE LS = —HILEE

(LA 5 )

12. BEEEE (&)

(f)  WSEMRMFE R AT T

¥
2002 2001

—33=% SEF A
Properties Properties
Investment held for  Investment held for
properties own use properties own use
RENE HAME 4 ¢/ES EREE/ES
$ Million $ Million $ Million $ Million
BETT BB H # e H # e
42.4 23.5 61.8 24.4
18.2 0.9 - 0.9
368.9 2.7 392.5 2.7
429.5 271 454.3 28.0
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(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
- E
TE 7 ifs LLS o [
- PHEE

W K M & &)

BE EEFES =1 —HIFEE

(ULt W3 7R )

12. BEEEE (#)

(f)  WEREFEBSFWOT: ()

ZNVNES

2002
g 3 g2
Properties
Investment held for
properties own use
REME ENER/ES
$ Million $ Million

2001
—FE 5
Properties
Investment held for
properties own use

VS -L//E 3 ERE/E 2
$ Million $ Million

BB BB E ¥ E: ¥
9.7 20.2 12.8 20.6

- 2.7 - 2.7

9.7 22.9 12.8 23.3
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W OR M R a4

For the year ended 31st December, 2002 MEZEFE A, ] A — HIEFEE

(Expressed in Hong Kong dollars) (LAt 5 )

13.  PROPERTIES HELD FOR DEVELOPMENT 13. HEBRABNME
The properties held for development are in respect of V5% 58 FH A4 04 40 36 02 1 O 67 7 A BV 1 2
the land use rights of the two medium-term leasehold TR DL A AH B R A Ay (R R

land sites located at Jiangmen and Zhuhai in the PRC.

The group
£33

2002 2001
—EE=E  EE
$ Million $ Million
= B & T
At cost 7 A a11.7 411.7
Less: impairment loss I - I (E e 15 (14.7) (14.7)
397.0 397.0
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W x W = a)
For the year ended 31st December, 2002 #HE _—EE S ZH="A—HIEFE
(Expressed in Hong Kong dollars) (DLt B2 R )
14. GOODWILL 14. B8
Positive Negative goodwill
goodwill carried in reserves
(note 28(a))
EHE BRARBENESE
(Bt #£28(a)
$ Million $ Million
H &0 H &L
Cost: B
At 1st January, 2002 R_FE_HE—A—H 4.7 175.7
Addition arising on acquisition Kl it 1 — [l B % 23 7
of further interest in an T 25 10 85
associate 12.6 -
At 31st December, 2002 R-ZBE-F+=-A=+—H 17.3 175.7
Accumulated amortisation:  RiHiEis:
At 1st January, 2002 R _EEAE——H 4.7 -
Impairment loss RN Eis| 12.6 -
At 31st December, 2002 R-ZBE-F+=-A=+—H 17.3 -
Carrying amount: FESE:
At 31st December, 2002 R-EB-f+-A=+—H - 175.7
At 31st December, 2001 AEFF—-FEFZA=Z+—H - 175.7
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

15.  INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at cost
Capital contributions, at cost

Less: impairment loss

Amounts due from subsidiaries

Less: provision

Amounts due to subsidiaries

The balances with subsidiaries are unsecured and not

expected to be settled within one year.

Details of the subsidiaries are set out on pages 156

to 159.

woxR MO

#E o FE LS = —HILEE

( #)

(LA 5 )

NOTES ON -l;IH EﬁFINANCIAL STATEMENTS (continued)
i

15. RHMIBRARANRE

L RS
EARBA - A

8 - 980 1L s 183

R S BT JB 2~ ] T

2002 2001
—EE-F T4
$ Million $ Million
BET EN:Pm
20.9 20.1
2315 125.8
(187.1) (129.8)
65.3 16.1
2,262.6 2,141.1
(1,428.0) (1,466.1)
899.9 691.1
(423.8) (322.5)
476.1 368.6

J A R B

SAL BT Ja 2 ) B A5 5 Sl 0 KA 5 S AN T AT

& 2~ R REIG 51N 55 156 H &2 55 159 H o
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NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2002
(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

The balances with associates

T TR AR > 4% A
EARBA

B A1 A ¢ (i
B Wi 2 7 ] O
CRRCHIEN i

B A1 W 8 /8 7] O

are unsecured and not

expected to be settled within one year.

The balance of amounts due from associates includes
$54.4 million (2001: $50.0 million) which is interest-

bearing.

Bt & 3| & MY = o4

#HE _—EE S ZH="A—HIEFE

(ULt W3 7R )

16. BEQATER

The group
£33
2002 2001
“EE-F “FTF
$ Million $ Million

The company
NN
2002 2001
—gE-F %% F
$ Million $ Million

BB i #C HET F 4 c
- - 190.0 153.3

- - 21.8 21.8

- - 211.8 175.1
(374.1) (513.2) - -
2,067.5 2,605.7 1,653.1 2,006.5
(23.6) (22.8) (610.5) (656.3)
1,669.8 2,069.7 1,254.4 1,525.3
(31.6) (37.7) (31.6) (37.7)
1,638.2 2,032.0 1,222.8 1,487.6

oy R /NS N DR R i A L LU A0 R

J A R B

JRE Wi B 7 N F) 4% B 635 54,400,0000T (—
X E — 450,000,000 ) F s 8 KIE o
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 MEZEFE A, ] A — HIEFEE
(Expressed in Hong Kong dollars) (LAt 5 )
16.  INTEREST IN ASSOCIATES (continued) 16. HERTHEz= (4)

(a)  The group is involved in various PRC (a) AEESEBAEHE N A DS 0
infrastructure, property investment and PR YERE LR T
development projects through its interest in o NI By B0 w% 5 E A A A
associates. Listed below are the material R H FEEF -

associates and their principal activities.

Net
amounts
due from
% interest Share of associates,
attributable net assets/ after 2002 2001
Associate to the group  Principal activities (deficits)  provisions Total Total
fEl
EiEEE/ BEQRR -BB-f “ZT-F
BENT IERR (B4)#E  HERE 2R aH
$ Million $ Million $ Million $ Million
ER- P F&n A&xn A#TT
Karbony Investment 50%  Karbony holds a (37.7) 683.0 645.3 650.2
Limited (“Karbony”) commercial, residential and

retail complex, Shun Hing
Square, in Shenzhen, for
investment and resale

purposes.

Karbony7E 3| 4 —
i R G K -
FRES & REE
ik
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NOTES ON THE FINANCIAL STATEMENTS (continued)

% interest

attributable
Associate to the group
AL
it g
BENT ERES
Quick Wealth 50%
Investments
Limited
("Quick Wealth")
hEhE
HIRAF (THE])

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

R
ERARAT
(1)

(%)

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

B % ® ok K
For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)
INTEREST IN ASSOCIATES (continued) 16.

Principal activities

TEXE

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

MEHAILR
T D R
W 2E64%H 1

oz
1 ©

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

and resale purposes.

WL 1 N A — P
(DT EPN
WiERS K R
g

Share of
net assets/
(deficits)

i 313-1-4
(B4) 3
$ Million

AET

(161.4)

1472

BeENTER (4)

Net
amounts
due from

associates,
after
provisions
i
BENT
RERR
$ Million
AET

434.9

106.3

2002
Total

It 3 2
sy

$ Million
BET

2735

2535

$ Million
A&

261.8

306.4
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2002

(Expressed in Hong Kong dollars)

16. INTEREST IN ASSOCIATES (continued)

B %

% interest

attributable
Associate to the group
r5E
et 5
BENT ERES
Right Choice 27.5%
International
Limited
("Right Choice")
Dorboy Investment 50%

Limited (“Dorboy”)

(318
ARAR (%]

Hong Kong Construction
Kam Lung Limited
("Kam Lung")

woxR M

L
at

( #)

#E o FE LS = —HILEE
(DLt 9 7 )

16.

Principal activities

EX:3

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

Right Choicef i
3t L
TRABKHE:

Dorboy developed the
Shenzhen Jing Guang
Centre for investment
and resale purposes.

BRCBRERY
RELfERE
R

Kam Lung had a 40%
interest in The Palace Hotel

Beijing.

Kam Lung®# 465 T R %
40%H B 5 <

BE QT ESD (4)

Net

amounts

due from

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

Je
EiEEE/ BELNR -33-%
(B4 RE  RERE ag
$ Million $ Million $ Million
BER BB BB
(39.0) 240.0 201.0
(294.3) 399.6 105.3

1223
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

16.

INTEREST IN ASSOCIATES (continued)

% interest

attributable
Associate to the group  Principal activities
r5E
EER
HENT EREIET T
Others
et

Total balance at 31st December
RE-H=Z+—HERAH
Receivable included under current assets (note 22)

LB R RGO (Wt 22)

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;
(i) 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.

wox M

L
at

(%)

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

16.

BeENTER (4)

Net
amounts
due from
Share of associates,
net assets/ after 2002 2001
(deficits)  provisions Total Total
i
EitEE,/ HELT -BB-F _Z%T-F
(B4 #E HNERE aeg ok
$ Million $ Million $ Million $ Million
BET BB BB AET
11 148.5 159.6 164.7
(374.1) 2,012.3 1,638.2 2,127.0
- - - (95.0)
(374.1) 2,012.3 1,638.2 2,032.0
* Kam Lungbh # £ 4 £ % db 50 T 5 85U 1

FIFBUE A RRA R (LR EREITPHI) (—
FUHEFHEARILAAGZMZ 5 ERZE) B
Bz R ERES A&
£ [8 F Kam Lung i 2 Ath SR 3T 7 — TH AT
BiF A e 1 Y B B R - 48 R B AR 2
Kam Lung i 4> 2 o B 7 H At B 3R 5 1
Kam Lungwl 37 55 — T I 3% » 4 Kam Lung
TETPHZ & - & R (VS TPHE B 405
EAEFAERIGMESZE: ()M Kam
LungfE TPHZ JBHE 3 i 2 5L & A 2 W 4
Z AN E S B i) A VR A 2 S8 R
EHE_E==F+—H+—He
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

16.

INTEREST IN ASSOCIATES (continued)

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.
The carrying value of the group’s interest in Kam Lung,
after deducing a partial repayment of $95.0 million
pursuant to the above agreements, amounting to
$321.2 million has been reclassified under “Non-current
receivables” (note 18).

woxR M

L
at

( #)

#E o FE LS = —HILEE
(LA 5 7R )

16.

BEQNTER ()

U A T W A -
PG TPHHE T ALK 7 1 2 £ o
HE A 8 000 595 e 0 0 I T 47 2
2 A R
FI LR B P 20 A 7 41
S CEE AR

&4 58 AR o A A 4R R T EE T Kam
Lung X B TPHZ BA#5 B HBUR W A &K
B R 28 > B Kam Lung AS T80 76 6 45 0
Al HE 2 -

HRAE A B h 6 > TPH S 24 JIr 4 i 45 ) B0 42
Fi VR 18 22 Kam Lung 4 J5 46 i 52 65 3K - 18
% T A Kam Lung i B UG B 300K > AR 4R
M AR TPHE 2 2 T /A BL 4 5 Bl - 1R 18
PL b 15 5% > 7 411 Bk 95,000,0007C 2 4y
A A 5E B 1E Kam Lung i) HE 25 1 1w 5 (4
H8%H 15321,200,0007C » 1M I 3K JE B 8 7 4
B TR B A K] (FsE18) -
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NOTES ON THE FINANCIAL
B % #®m ox M

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

16.  INTEREST IN ASSOCIATES (continued)

(b)  Additional information in respect of certain of

STATEMENTS (continued)

AL ()

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

16. BE DTSR (4)

(b) & T LL L Jr 5 A 4 18] 3 2 06 7 1 )

the group's material associates listed above is MRS R R
given as follows:
SMC Quick Wealth
Karbony B% RE
2002 2001 2002 2001 2002 2001
“EE-F ZE%-F CZBE-F ZF%-F CZBEZE ZEE-F
$ Million $ Million $ Million $ Million $ Million $ Million
BET AT BET AT BET AT
Profit and loss account BHX
Turnover BER 46.4 71.3 1,001.3 112.2 89.5 96.7
Profit/(loss) attributable B 3R £
to shareholders BH/ () 49 (89.0) (122.9) (144.9) (7.2) (19.6)
Balance sheet BESER
Non-current assets FRE G
Investment properties ftamE 930.6 923.8 1,033.3 1,936.8 - -
Hotel properties £ - - - - 745.0 745.0
Others At 284.2 294.3 26.8 49.8 16.3 19.5
1,214.8 1,218.1 1,060.1 1,986.6 761.3 764.5
Current assets REGE 86.9 108.5 182.2 1,088.4 41.0 52.4
Current liabilities i A (313.0) (325.5) (460.3) (1,326.4) (231.1) (293.7)
Non-current liabilities FRE AR (1,043.3) (1,075.3) (378.3) (1,218.8) (892.7) (831.5)
Net assets/(liabilities) WEE/ (AH) (54.6) (74.2) 403.7 529.8 (315.5) (308.3)
Contingent liabilities RH AR 87.4 46.0 272.8 197.8 - -

Other details of the associates are set out on pages
160 to 162.

Wi 78 N A) Ho A RE I N 2R 160 H £ 55162
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2002

(Expressed in Hong Kong dollars)

17.  INTEREST IN JOINTLY CONTROLLED ENTITIES

Share of net deficits

Capital contribution, at cost

Amounts due from jointly
controlled entities

Less: impairment loss

Amounts due to jointly

controlled entities

T A1 1 A
EARBA S $7 A
MW 4 R
HIH
RN

FEf &8 A A
A

The balances with jointly controlled entities are

unsecured and not expected to be settled within one

year.

The balance of amounts due from jointly controlled
entities includes $Nil million (2001: $193.3 million)

which is interest-bearing.

Details of the jointly controlled entities are set out

on pages 163 to 164.

B % W OR M R a4

#E o FE LS = —HILEE

(LA 5 )

17. 8& 1T

&

The group The company
A% AR
2002 2001 2002 2001
—gP-§ _FF 4§ -BR-F _FTH
$ Million $ Million $ Million $ Million
BEET HE# T BETT H &0
(103.6) (193.3) - -
- - - 96.8
142.7 342.8 141.2 329.3
- - (91.9) (297.4)
39.1 149.5 49.3 128.7
- (11.9) - -
39.1 137.6 49.3 128.7
Bl A5 5y T 45 6 00 S SR S I AS TE A AT R
—AE NG E
JRE M A5 8 20 m] I &5 R A A B aE (&
FF—4F:193,300,0007C 4 # B 3K IH) -

GENANFEEEHAFE163HEEE164H -
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

18. NON-CURRENT RECEIVABLES
Included in non-current receivables of the group is
the net investment in Kam Lung of $321.2 million

after the disposal of 5% interest during the year (note
16(a)).

19. OTHER NON-CURRENT FINANCIAL ASSETS

Non-trading securities - FEEES -
equity securities IR A% 5
Unlisted i
Listed in Hong Kong fERE LT
Market value of listed TR 2 (E

securities

20. PROPERTIES HELD FOR SALE

Included in properties held for sale of the group are
amounts of $298.0 million (2001: $123.0 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

(%)

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

18. FERBEUWRK
A S T 7 JE U B RE SRR B R AR AN AE B

Kam Lungfy 5% 45 /% > it Kam Lunghy %
% F%6321,200,0007C (B 3E16(a) »

19. H#@FERBMBEEE

The group The company
A% AR

2002 2001 2002 2001
-BR-F _FFT G -BB-E _FEK
$ Million $ Million $ Million $ Million
BEETT F #7C HETT H &L
12.7 12.7 12.7 12.7
5.4 9.4 - 0.7
18.1 22.1 12.7 13.4
5.4 9.4 - 0.7

20. FFEHERABRNWE

A SR A B TR O ) 36 G 38 © AR YE A
(1 ) % 298,000,0007C ( = & & — 4 :
123,000,0007E) » LA 3K 452 B AR ok fi 5t w7 4
Bl W o A AR B 9 R T Se W) 2 o
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

21. TRADING SECURITIES

Equity securities listed in

Hong Kong (at market value)

22. TRADE AND OTHER RECEIVABLES

W K M FF &)

#E o FE LS = —HILEE

(LA 5 )

21. EEERENESH

The group
x5

2002

Si

T s LAY
A i 55 (F T ()

$ Million

BE&ET

0.3

0.3

22. BUWHERA K H & W

The group The company
gL | PN
2002 2001 2002 2001
“RE-E “FF -4 ZBEZE T
$ Million $ Million $ Million $ Million
BB H #T BET H & T
Gross amount due from customers MEUL % F & 4
for contract work (note 23) TR (et 23) 3385 268.2 198.5 89.2
Amount due from an associate JE i B 7 2 R RKOR
(note 16(a)) - 95.0 - 95.0
Debtors, deposits and JRE i B 3 i 4
prepayments A 607.9 622.7 498.0 511.1
946.4 985.9 696.5 695.3
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NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

TRADE AND OTHER RECEIVABLES (continued)

Included in trade and other receivables are trade
debtors and bills receivable (net of specific provisions
for bad and doubtful debts) with the following ageing

analysis:

0 to less than 2 months FEDIR2M A

2 to less than 6 months VER S N3]

6 to less than 12 months 65 DI 1218 1

12 months and more HAE 121 A

Retention monies receivable — 4 7y 5] 459 i
due within one year f* BB

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.

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

22. EBWERRAREMEWR (&)

I AT AR 0 2 G A R WA 478 R WA R T e
W ZR A% (E 1 BR 2R SR A I e ) - LB it

IR
The group The company
£33 AT
2002 2001 2002 2001

—EE-F ZEXF- ZEBEEZF —FEX—F
$ Million $ Million $ Million $ Million
BEET H &L BB H# L

169.5 186.7 160.2 176.8
4.3 23.8 4.1 23.7
9.9 14.2 9.8 12.7

103.7 106.3 102.2 100.1

287.4 331.0 276.3 313.3

132.9 103.4 132.9 103.4

420.3 434.4 409.2 416.7

AL B R A KB S R R IR —
fe T SR P B S R R MR B A K
2 TR MR R R — O R A FEE S 4
[k B B RRLARE > S0 — 18 oA A B T R P
ORI B A B R AR AR
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 BE_EF _HFEFf H=14—HILFE

(Expressed in Hong Kong dollars) (LAt 5 )
23. CONSTRUCTION CONTRACTS 23. BEEHY
Gross Gross
amount amount
due from due to
customers customers

for contract

for contract

work work Total
EREF EREF
EHNIREE SHIREE A
$ Million $ Million $ Million
H &L HE# T B &0
The group iy !
Aggregate amount of costs BRI 0E TR
incurred plus recognised profits ¥ Fl X 1Bk E
less recognised losses to date e 53 i 48 1,184.7 11.7 1,296.4
Progress payments received and € g S JE Ui i FE
receivable i3k (846.2) (148.7) (994.9)
At 31st December, 2002 ®2002%612H31H 338.5 (37.0) 301.5
At 31st December, 2001 #20014:12H 31H 268.2 (164.2) 104.0
The company FRFH
Aggregate amount of costs BRI E TR
incurred plus recognised profits ¥ Fl X 1Bk E
less recognised losses to date e 53 i 48 1,044.7 11.7 1,156.4
Progress payments received and € it S JE Ui ik FE
receivable i3k (846.2) (148.7) (994.9)
At 31st December, 2002 #2002 12H31H 198.5 (37.0) 161.5
At 31st December, 2001 #20014:12H31H 89.2 (159.8) (70.6)

133



134

ANNUAL REPORT 2002

—EECFEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

23.

CONSTRUCTION CONTRACTS (continued)

Included in the gross amount due from customers
for construction contracts of the group is $140.0
million (2001: $139.9 million) relating to contract work
of which one of the company's subsidiaries, HKCW,
was a sub-contractor. Advances received from the
employer amounted to $181.0 million as at 31st
December, 2002 (2001: $181.0 million). The balances
as at 31st December, 2002 are derived from unaudited
financial statements. Details of the circumstances
relating to this matter are described in note 1(c) on

the financial statements.

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 7L B M i K
Amounts due from jointly

controlled entities

wox M

Tl #5827 O

(%)

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

23.

BESH (4)

AEFEMBWEF K TREAHEQE
140,000,0007C (— %% —4F: 139,900,000
JC) AR A ] — [ B A F — A e (7
W) AE R BN EESH R EE
HE+ A=+ —H C Uz R E AT otk
181,000,0007T ( —%F % —4F:181,000,000
go) oA SERF AR T = H &SRR
A R RS A B B R o KRR R
7R T 5 ik 3R B B RE 1 (o) A AR

A E S H BOTE TR A WA S BT
19 JE Wi 5 5 AR B KRB R 0T

The group The company
r& AT

2002 2001 2002 2001
ZBR-F X% CBBSE T K
$ Million $ Million $ Million $ Million
BB F #C HET H #TC
38.8 48.3 38.8 48.3
1.6 13.6 - -
40.4 61.9 38.8 48.3
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W K

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

24,

25,

CASH AND CASH EQUIVALENTS

Deposits with banks and other AT KA
financial institutions A B B R 17 X
Cash at bank and on hand AT R B &

PLEDGED DEPOSITS

(a)

At 31st December, 2002, deposits of the group
and the company included amounts of $13.8
million (2001: $18.9 million) and $4.7 million
(2001: $6.1 million) respectively pledged to
certain banks to secure banking facilities
granted to certain buyers of properties of the
group and its associates to the extent of
$63.9 million (2001: $63.9 million) and $27.2
million (2001: $27.2 million) respectively.

At 31st December, 2002, pledged deposits of
the group and the company were used to
secure bank loans of the group and the
company which were included under current

liabilities.

ff &

( #)

#E o FE LS = —HILEE

(LAt 5 )
24, RERBASEEY
The group The company
by | RAH
2002 2001 2002 2001
ZBRSF X% CBBSE %K
$ Million $ Million $ Million $ Million
BEET HE# T BEER HE# T
324 23.9 - 10.0
228.7 409.3 175.4 280.9
261.1 433.2 175.4 290.9
25. EHEX
(a) WM_FEZE_FtT_H=T—H K%

(b)

moKk A N A oK A S
13,800,0007C ( — & & — 4 :
18,900,0007C) /% 4,700,0007C (—
FE—4:6,100,00070) MY 77 K
T TRAT A B4R T AR S
VA 7/ B = s <
63,900,000 ( — & & — 4 :
63,900,0007C) }27,200,0007C (—
FF—4:27,200,00070) $R1TE K
IEHEED

RoZRFEETF A= —H A%
P J A % ) A A A7 R A A
AR I B AR 2w AL A ) R
AT FE
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

26.

TRADE AND OTHER PAYABLES

Advances received from a jointly
controlled entity (note 23)
Creditors and accrued expenses

Gross amount due to customers
for contract work (note 23)
Other loan (note 32)

ElEE R

TR R (B 7E23)

A ek
T =2

BREFG#H TR

M (REE23)

oAb BB (W £ 32)

Included in trade and other payables are trade
creditors and bills payable with the following ageing

analysis:

0 to less than 2 months
2 to less than 6 months
6 to less than 12 months
12 months and more

Retention monies payable
due within one year

F &V A
252D IR6fE A

6% D 1218
1218 A

— 4 1A B 300
R B R

W K M & &)

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

26. BENRAREMEN

The group The company
A% AT

2002 2001 2002 2001
-BR-F _FFT G -BB-E _FEK
$ Million $ Million $ Million $ Million
BEETT F #7C HETT H &L
181.0 181.0 - -
1,269.0 982.2 1,088.4 837.1
37.0 164.2 37.0 159.8
120.0 120.0 120.0 120.0
1,607.0 1,447 .4 1,245.4 1,116.9

AR iR 0 % HG A R A £ 475 M A R S %

FF 5 AR B Hran

The group The company
e | AT

2002 2001 2002 2001
—EBf “RXF-F BB _FEFF
$ Million $ Million $ Million $ Million
BB i #C HET H #TC
150.6 130.1 150.6 118.4
42.9 16.7 42.9 16.7
60.3 30.7 60.1 30.7
48.9 25.5 43.3 20.3
302.7 203.0 296.9 186.1
150.7 83.2 150.7 83.2
453.4 286.2 447.6 269.3
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 BE_EF _HFEFf H=14—HILFE

(Expressed in Hong Kong dollars) (LAt 5 )
27.  SHARE CAPITAL 27. B=X
2002 2001
2t ZREF
No. of share $ Million  No. of share $ Million
R&GEER BE et 8 H H &
Authorised: ZE:
Ordinary shares of $1 each BT (1T
ft % 4 M 800,000,000 800.0 800,000,000 800.0
Issued and fully paid: BRITRME:
At 1st January W1A1H 607,853,996 607.9 507,853,996 507.9
Shares issued according to TR Iy i
share placing and T kL 85 1Hh ok
underwriting agreement BT 1y - - 65,000,000 65.0
Shares issued according to the TR I 0 38 6 ok
share subscription agreement LGRS - - 35,000,000 35.0
At 31st December #12H31H 607,853,996 607.9 607,853,996 607.9
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For the year ended 31st December, 2002

NOTES ON THE FINANCIAL STATEMENTS (continued)

(Expressed in Hong Kong dollars)

28.

RESERVES

(a) The group

At 1st January, 2001
Exchange differences
on translation of financial
statements of foreign entities
Write off during the year
Revaluation deficits for the year
Impairment loss transferred
to the profit and loss account
Realisation on disposal
Shares issued
Loss for the year

At 31st December, 2001

At 1st January, 2002

- as previously reported

- prior year adjustment in
respect of employee benefits
(note 11(i))

- as restated

Exchange differences on
translation of financial
statements of foreign
entities

Revaluation deficits for the year

Realisation on liquidation of
a subsidiary

Realisation on disposal of
non-trading securities

Loss for the year

At 31st December, 2002

(a) *%E

B % ¥} O x M OFE oa)
B FE A S AU
(LA B 5 R )
28. f#1&
Revaluation reserves
Investment
Capital innon-  Accumu-
Share redemption Capital  Exchange Investment trading lated
premium  reserve  reserve  reserve properties  securities losses Total
Bt
Bx FEE
ROEE BEORE 4E5RE EXRE REWE RERE  EHER &g
$ Million — § Millon 8 Million ~ § Million 8 Million ~ § Million § Million  $ Million
f&xr  Akxr  fAEx  AEx  A&r WEr  nEn HEx
JR20011H 18 1,361.4 14.6 475.7 (13.0) 1.9 (16.6) (247.0) 15870
IMA A BB R
AR
£ - - - 0.1 - - - 0.1
X - - (300.0) - - - - (300.0)
FEFE Y - - - - (24.6) (38) - (284)
EHBRERNHME
B - - - - - 200 - 200
HEEH - - - 24) 19.0 - - 16.6
BiRE 82 - - - - - - 82
FEEER - - - - - - (8361)  (836.1)
20014121 31H 1,369.6 14.6 175.7 (15.3) 6.3 (0.4)  (1,083.1) 467.4
1200281110
-DEER 1,369.6 14.6 175.7 (15.3) 6.3 (0.4)  (1,083.1) 4674
-HERARAND
(W11 - - - - - - 14.0 14.0
-E# 1,369.6 14.6 175.7 (15.3) 6.3 (0.4)  (1,069.1) 4814
TS AR B SR Y
LR i
- - - 0.9) - - - (0.9)
AEEE (G - - - - (5.9) - - (6.9)
~ RN EE
k3] - - - (2.7) - - - 2.7)
HEFRERS
RERH - - - - - 04 - 04
KEEER - - - - - - 14962]  (496.2)
R2002512A 318 1,369.6 14.6 175.1 (18.9) 0.4 - (1565.3) (23.9)
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 BE_EF _HFEFf H=14—HILFE

(Expressed in Hong Kong dollars) (LAt 5 )

28. RESERVES (continued) 28. & ()
Included in the figure of investment properties A4 B P& W 2 19 45 s 445,900,000
revaluation deficits for the year of $5.9 million (2001; (ZFFE—4:24,600,00070) 35 FE A5 B
$24.6 million) are $5.9 million (2001: $0.9 million) & N | E Al 445,900,000 (—F & —
attributable to associates. 4F:900,0007C) °
Included in the figure for the accumulated losses is BOET e B a5 AL e A R R
an amount of $695.2 million (2001: $636.5 million) 695,200,0007C (— %% —4F: 636,500,000
being attributable to associates; and an amount of Jt) AL A& A R A EHE1H103,700,000
$103.7 million (2001: $293.8 million) being attributable I (—EZF —4:293,800,0007T) °

to jointly controlled entities.
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NOTES ON THE FINANCIAL STATEMENTS (continued)
Bt & 3| & MY = o4

For the year ended 31st December, 2002 BE _FEF _HFEFf H=4—HILFE
(Expressed in Hong Kong dollars) (DLt B2 R )
28. RESERVES (continued) 28. f#f& (4)

Revaluation reserves

Investment
Capital innon-  Accumu-
Share redemption  Capital Investment trading lated
premium  reserve  reserve properties securities losses Total
Eftfife
g% *EE

ROEE EKERE BXEE RENE BERE  ZHFR a5
$Million — $Million  $Milion — § Million ~ $ Million ~ $ Million  § Million
HETL HEL HEIL HEL HEIL HETL HEL

(b) The company (b) AT
At 1st January, 2001 1200141 A 1H 1,361.4 14.6 300.0 1.0 (12.7)  (1,058.3) 606.0
Write off during the year AR - - (300.0) - - - (300.0)
Revaluation deficits for the year REEE G - - - (1.0) 08) - (18)
Impairment loss transferred to BLREEN
the profit and loss account Wl - - - - 13.1 - 13.1
Shares issued IR 8.2 - - - - - 8.2
Loss for the year REEER - - - - - (557.6)  (567.6)
At 31st December, 2001 1420014124 31H 1,369.6 14.6 - - (0.4)  (1,615.9) (232.1)
At 1st January, 2002 20024 1H1H
- as previously reported -DEER 1,369.6 146 - - (04) (16159)  (232.1)
- prior year adjustment -HEEERMD
in respect of employees benefits i
(note 11(i) (Bt 1) - - - - - 140 14.0
- as restated -5 1,369.6 14.6 - - (04) (1,609  (218.1)
Realisation on disposal of hEFRERS
non-trading securities HEER - - - - 04 - 04
Loss for the year REEER - - - - - B172)  3172)
At 31st December, 2002 R2002€128318 1,369.6 14.6 - - - (1,919.) (534.9)

=

=

TE M F WA
Or R T A AR (-

At 31st December, 2002, the aggregate amount A
of reserves available for distribution to #
shareholders of the company was $Nil (2001: $Nil). 4

7
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 MEZEFE A, ] A — HIEFEE
(Expressed in Hong Kong dollars) (LAt 5 )
28.  RESERVES (continued) 28. f#f& (#)
(¢c)  The applications of the share premium account () A vas B R 0 A T (] £t Af R 119 TR
and capital redemption reserve account are FH 5 Al %2 B s (s A B 25 488
governed by sections 48B and 49H of the Hong 166 T 58 AQHAG Jir 45 i -

29.

Kong Companies Ordinance respectively.

The capital reserve, exchange reserve and AN ) B RS T B A T S
revaluation reserves have been set up and will 5 A it A SIS AR 0 R R S
be dealt with in accordance with the CIRS /NN St /N N ey = N
accounting policies adopted for negative B AN AR E IR H
goodwill arising on subsidiaries, associates and B 5RO e FHEOR (BEgE1)
jointly controlled entities, foreign currency i B % i A o

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

securities (note 1).

MINORITY INTERESTS 29. LBRER#ER
Minority interests are analysed as follows: BB HRORE 5 0 A AT R
2002 2001
—EB-F CEFF 4
$ Million $ Million
BEET H T
Minorities' share of net deficits 7D B B A T At T AR (87.0) (110.5)
Loans from minority shareholders D BB R R 270.9 189.6
183.9 79.1
The share of net deficits by the minority shareholders PR /0 B e o AL Al T B R A | - L EAG
are recognised in the consolidated balance sheet as o AT R A AR A B R AR L ERR -

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

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

30.

wox M

AL ()

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

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.

The scheme was funded by contributions from
the group in accordance with an independent
actuary's recommendation based on triennial
actuarial valuations. The latest independent
actuarial valuation of the scheme was at 1st
November, 2000 and was prepared by
independent actuaries, Mr Calvin Wu and Ms
Joyce Lam, who are members of the Society
of Actuaries of the United States of America,
using the projected unit credit method. The
actuarial valuation indicates that the group's
obligations under this defined benefit
retirement scheme are 100% (2001: 100%)
covered by the plan assets held by the

trustees.

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.

30.

BERKEF

(a)

FEF 55 R KB

AR [ J BT e 2 B ) i R AR R
RO At B EA LR B KA T
gy Z =N e BUIEF ) h 57 A2 FE A
B P i B AR [ E ) DR
4o

% wh W 2 AR RO B A AR AR R ST
WG B HI 2 A = A 3 51 8RR AN AR AE
H o B ST ARG A (B e B
i J5 R 1 € LR A9 Calvin Wu e 4 Al
Joyce Lam<g =+ F% F 78 5t B A 5 8
BN REFE S —H —Ht AR
HE 0 o R S BN R > 2 HE AR
Az BAEEEE100% (—FF—
1 100%) i 35 A4S 42 [ e B 45 R
RET 3 & AT -

ANCEEZETH—HAREEMR

8 P g AR AR EH H I BB B RE S
8 M) e R A A B ] e Y i R
N FE AT E (A EE30(b) o R F
TR =R N SR o B
13,300,0007¢ Z FF BE 15 4@ F) 2 4R [4]
A A ] o
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 BE_EF _HFEFf H=14—HILFE
(Expressed in Hong Kong dollars) (LAt 5 )

30. EMPLOYEE RETIREMENT BENEFITS (continued) 30. EEEKERN (&)

(a)  Defined benefit retirement plan (continued) (a) RERZEIKRTE ()
(i) The amounts recognised in the balance (i) N EE AT A=+ —
sheets as at 31st December, 2002 are HRt AEEABRNaEN
as follows: I
The group

and

the company
AEERAXRF
2002
=315

$ Million

BEETT

Present value of the obligations B B TRt X F AL B(H (19.5)
Fair value of plan assets FrEVE E A R EE 32.3
Net unrecognised K HERR WA B R E

actuarial losses 0.5

13.3
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W K

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

30. EMPLOYEE RETIREMENT BENEFITS (continued)

(a) Defined benefit retirement plan (continued)

(ii) Movements in the net asset recognised

Mt 3 (4)

#HE _—EE S ZH="A—HIEFE
(L4 i W50 )
30. EERKEFN 4)

(a) HRERDRNRFE (A

(i) A EE R RN EE

in the balance sheets are as follows: TFEEF T -
The group
and
the company
AEBRAERQF
2002
—EEC-F
$ Million
BEET
At 1st January w—H—H 14.0
Contributions paid to 577 5t E) B AL 3k
the scheme 4.0
Expense recognised in A 18 2R 2R TR R R S
the profit and loss (Bt #E5(d)
account (note 5(d)) (4.7)
At 31st December htZH=+—H 13.3
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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, 2002
(Expressed in Hong Kong dollars)

30.

EMPLOYEE RETIREMENT BENEFITS (continued)

(a)

Defined benefit retirement plan (continued)

(iif)

Expense recognised in the consolidated

profit and loss account is as follows:

Current service cost B I
Interest cost FE AL
Expected return on plan assets FT# &
Net actuarial losses recognised B R

The expense is recognised in
administrative expenses in the
consolidated profit and loss account.
The actual return on plan assets is $0.3

million for the year.

AL ()

#E o FE LS = —HILEE
(DLt 9 7 )

30. EERKEF )
(a) RERZRKEE (4)

(i) MEEAHEZRNERZ T H
1

-

The group

and

the company
AEBRART
2002
—BECHF

$ Million

BEETT

B A (3.5)
EIS (1.5)
FEE 1Y) T 1 (] 2.2
FKS 53 M 15 1 (L (1.9)

(4.7)

MM AR AR RN AT
B2 T LR RR - AR
BB 4 & 5] iz 45 300,0007C °
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NOTES ON THE FINANCIAL STATEMENTS (continued)

AL ()

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

30.

EMPLOYEE RETIREMENT BENEFITS (continued)

(a)

(b)

Defined benefit retirement plan (continued)

(iv) The principal actuarial assumptions
used as at 31st December, 2002
(expressed as weighted averages) are

as follows:

Discount rate
Expected rate of return on plan assets

Future salary increases

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.

wox M

#HE _—EE S ZH="A—HIEFE

(ULt W3 7R )

30. EERKEF 4)

(a) RERNBBINGTE ()
(ivi HR-FF_H+_H=+
—HZ EERE RS NIk
EHBEGIR) 1R
The group and
the company
A AL 1 K
/NS
it B 2% 5.50%
a1 Y TR e R 5.00%
R A F < TR 4.50%
(b) HREHKEBRIKE

AN AR [ 4 T A ot O A kS R T
WA B9 KR E S — TH R B 4 R
# o 7 A AR R A IR 9
1) 2 48 b 62 A AT 5 B 4 3B AR T
A0 R BT R o R < R R p B ST
915 FE N BE 9 5 OB IR R o
AR R o M AR B H IR
AR B AH BH A S A 5 % [ 51 1 A 43
H AR A AHBIA R LR /520,000
JC e B R 2 {3t 7 i R B o
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W K

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

31.

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 was
determined by the board and was the higher of the
nominal value of the shares and 80% of the average
of the closing prices of the shares on The Stock
Exchange of Hong Kong Limited for the five business
days immediately preceding the date of the grant.
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.

B

L
at

( #)

#E o FE LS = —HILEE
(DLt 9 7 )

31.

i E R A

AR FR—=IINFE—H = H (TR
H 1) $R A8 — TE B ST R st 3] 4R > A28 ]
AR RAN BT AR R M R RE A
LHE R (AL ALEARMHESE) £
2R B HE > DARB IS AN A A o SR RER AT
18 py 3 o 7 > NI DA 1Y B T N
PR AR & SRR A% T B WA AR 2 B A
T W Wt 5 58 ) P A7 BR A w) Bk A5 19 7 3 i
1980 % WY 5 H 14 458 i BORE 2y YE o R IR RE TE
BT 75 AR H % B UG AR 0 36 n] R $% T RR
REHE Z B AR S8 H R FH R 208 JUAE S
ARME A 2 - FFNE—H _+—H
P8 > DB L3 By ME o R A RE IR TH
HE B2 — I i Ay o

(a)  Movements in share options (a) REHEz22F
2002 2001
—BE-F T4
Number Number
iR & Ji B
At 1st January w#—H—H 31,470,000 43,870,000
Cancelled B (12,800,000) (12,400,000)
At 31st December B+ HA=+—H 18,670,000 31,470,000
Options vested at 31st December RtZH=+—H
R gy vl 18,670,000 31,470,000
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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt & 3| & MY = o4

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

#HE _—EE S ZH="A—HIEFE

(ULt W3 7R )

31. EQUITY COMPENSATION BENEFITS (continued) 31. REFHERHN &)

options at balance sheet date

Date granted
BETRH

20th May, 1998

~HAANEEHAZ+H

18th June, 1998
—JULILNEAATAHE

28th September, 1998
—AUNEILAZ+AH

(b)  Terms of unexpired and unexercised share (b) NREEEBEREEBAARBHRERT
55 19 PR 2 HA RE R X
2002 2001
Exercise —EE-H _—Z%—H#
Exercise period price Number Number
TEHE THEE I & I &
20th November, 1998 to 19th May, 2005 $3.48 12,720,000 20,520,000
—“NWINFEF—AZTHE
“EZHERAT LA
18th December, 1998 to 18th June, 2005 $2.29 2,950,000 4,950,000
—“WINEFZA+ARE
ZEEZHEANATAH
28th March, 1999 to 28th September, 2005 $1.48 3,000,000 6,000,000
—“LWANFE=ZAZFARE
ZEERERAZTAH
18,670,000 31,470,000
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002 BE_EF _HFEFf H=14—HILFE
(Expressed in Hong Kong dollars) (LAt 5 )
32. INTEREST-BEARING BORROWINGS 32. BEMER
At 31st December, 2002, the interest-bearing WoEZE-FE+_H=+—H-2%HE
borrowings, which are all repayable on demand or 114 Hi S A 7 8 8 4 R IR Bl 1 4R A > B
within 1 year, were secured as follows: AE W
The group The company
rEE b NN
2002 2001 2002 2001

—EE-F ZEXF- ZEEZF —FEX—F
$ Million $ Million $ Million $ Million
BETT H &0 BEETR H & T

Bank overdraft RITEFL
- secured — A g4 49.4 31.3 49.4 30.8

Bank loans |7 EH
- secured —fg 1,716.3 1,749.0 1,576.0 1,599.1
- unsecured — HR A 4 50.9 56.7 - -
1,816.6 1,837.0 1,625.4 1,629.9

Other loan H At &3k
- unsecured — L 7 120.0 120.0 120.0 120.0

Floating rate notes IFEEE
- secured — A g4 205.5 206.2 - -
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

32.

33.

INTEREST-BEARING BORROWINGS (continued)

Under the Guarantee and 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.

The other loan is a loan from a related party, China
Everbright Holdings Company Limited, amounting to
$120.0 million (2001: $120.0 million). The loan is

unsecured, interest-bearing and repayable on demand.

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 0.876%
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.

wox M

L
at

(%)

HE EEFES H=A,—HIFFEE
(Lt 8 5 7R)

32.

33.

wEMER (4)

AR A2 5 e T8 A7y B g 2 ) B S S #) 4f%
PR B AR T3 > AS 8w Bz 0y B T 2 7l 48 R
R 3 B 7 e DA T SE R i B S 5(
TR R RE SR AT S 07 B R e A7 AR o

At B R A R 615 — B B A |) (Ol
KB AR 2A ) 1 120,000,0007C & 3K
(—ZFF—4:120,000,00070) % JH B 5K
S A - R B A A A R IR AR o

FERE

B UESEF = = — R E
3 W97 T A 4:65,000,000% 7¢ » 3 th A&
7 T et 9 R0 3 T 7 B < 0 0
SRS T8 ) 967047 K0 00 17 ] 3607 6
110,875 % 4 5154 47 3¢ 1 - 1
REEEREF A A B E R
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % o oKx MY A (s

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

34.

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:

Subsidiaries PN

Associates /N

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.

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.

#E o FE LS = —HILEE
(DLt 9 7 )

34. HEERE

(a)  FAEEH By R AIA A KA A R
A7 B H At 85N AT B AR i 3R R

TR 3 AT R AR
The group The company
S 3 VAN
2002 2001 2002 2001

—EEZF XL ZEBE-_E —FEX-F
$ Million $ Million $ Million $ Million
BETT H &0 BEETR H & T

- - 288.5 303.5
90.6 1,162.4 90.6 108.7
90.6 1,162.4 379.1 412.2

(b) A F A R A AE — BE T
AT B A0 b HC A 1 T TR A 3 R
&R R AT B A B R

(c)  AEEHE LA A FFAAESG T AEH
N L F/NCIRHIE /B - Rk
i A AT Bl A9 AT L fR e
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

34.

CONTINGENT LIABILITIES (continued)

(d)

During the previous year, one of the group's
associates 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 in progress.

At 31st December, 2002, one of the company's
subsidiaries, HKCW, has received claims from
former subcontractors in relation to the alleged
non-payments for construction work done
totalling $75.3 million (2001: $55.7 million). No
provision is considered necessary by the
directors at the balance sheet date as the
directors are confident that the alleged claims

are unlikely to be enforced against HKCW.

Subsequent to the year end, one of the
subcontractors has presented a winding-up
petition to the court against HKCW in respect
of the above non-payments. Accordingly, a
court winding-up order was issued to HKCW
on 13th January, 2003 (see note 1(c)).

wox M

AL ()

BEFTFE A H = —HIEFE
(DLt B2 R )

34. REEE (H)

(d)  TATEAR A L — R 2 W
B AR 4 (911 o5 2 2 MR A 1 7 8 T o R
AP IR R AL A H > 5% S A W
LA A o

A3 AR 46 B AE LA 4F 38

B JBE ] ) 1) 5 B T i SR A B % A

B Tl B VR AT RTA

P B 8 A A 1) 28 Bl A7) £ AE A T > 3

e 5B B R Ay b i s B e
/fﬁo
(e) }3 ??gfﬁﬂ“ H + H’ZIK/L\\

(9 — [H] B & 2> m) — A i R A

i) ELMIJE‘M}@WE,&@KExﬁA@
%A £ 3£75,300,00070C (=
— 5 i
HH A R R o R 2w A AT ) A
) TR AE R e AR

TR KE
% & —4:55,700,0007C)

R (
&> ﬁ&ﬁvu% Bl R (R

FERR %@P’ﬁﬁ%ﬁALL?@T\éﬂ

TE TR [ 325 B £ o 3 A v R
B GBS
—H =0k F g
) B S (AR EE1(c)

[ A:z;zﬁr
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W K

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

35.

MATERIAL RELATED PARTY TRANSACTIONS

(a)

During the year, the group entered into 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
amounted to $7.5 million during the year ended
31st December, 2002 (2001: $23.3 million).

The amount due from the related group at the
year end amounted to $118.3 million (2001:
$126.5 million).

During the year, another related group provided
construction services to the group and charged
progress payment amounting to $100.3 million
(2001: $242.2 million). The net amount due to
this related group at the year end amounted
to $44.1 million (2001: $9.4 million).

At the year end, properties of an associate of
$1277 million (2001: $318.4 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 $215.9 million (2001: $91.7

million).

B

AL ()

#E o FE LS = —HILEE
(DLt 9 7 )

35.

EXBEALRS

(a)

(b)

(c)

AT A 7 A [ B — RE A A 4R [ Y
BB e A8 R SR A I R B 4
MOTRRESEE ) SHan TEES
R > $8 BCAS TN B 1] S A A% g e A v
)[R 728 2 9 41 A T ) B R I 5 o 4
BEOERTHEF A= HIEE
J3E > A B B o 2 ) o P A
& 3L /5 7,500,0007C (= FF—4:
23,300,0007t) °

AE G REOE W BE B £ B R IEE
3 /$118,300,0007C ( ~FEFE —4F:
126,500,0007C) ©

AR BE TRy > g — [ R 2 A TR 1) A A A
Ak S IR B R AT A BROHE FE A R
# 3£100,300,0000C (= FE—4F:
242,200,0007C) 4 & I HE A 5% B
L\ R ] A 3L £544,100,0000T (=
T E—4F:9,400,0007C) °

R — W B E o A EE
127,700,000 ( = &F & — 4 :
318,400,0007%) H ¥ 3 Bl A F & 4
A5 7 I B B A SR SR AT B AR
Z o e 3 T HCH Y SR AT B S
215,900,00070 ( — & & — 4F :
91,700,0007T) °
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

35. MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(d)

During the year, certain employees of the
group were seconded to certain jointly
controlled entities and the group charged staff
costs amounting to $5.0 million (2001: $20.3
million). The net amount due to these jointly
controlled entities at the year end amounted
to $52.5 million (2001: $69.3 million).

The group provided construction services to
certain of its joint ventures and charged
progress payment amounting to $32.7 million
during the year (2001: $57.3 million). The net
amount due from these joint ventures at the
year end amounted to $24.2 million (2001: net

amount due to amounted to $116.2 million).

Included in other loan under trade and other
payables is an amount advanced from a related
party amounting to $120.0 million (2001:
$120.0 million) at the year end (see note 32).
Interest paid and payable to this related party
amounted to $9.3 million for the year (2001:
$8.4 million).

wox M

L
at

(%)

#HE _—EE S ZH="A—HIEFE

(ULt W3 7R )

35.

EXBEATRS (4)

(d)

(e)

()

7

ERER S AL EBIRE TR BT
A8 A A AR I OB TRAs A
5,000,000 ( — & & — 4F :
20,300,0007T) ° 4F &5 I - i £ 3% 4%
B AR K EFHEASLL
52,500,0000C ( — &F & — 4 :
69,300,0007T) °

A B 1) 5 T G N m B SR IR
Jei AR BE Al BOHE BE A 3K G 3
32,700,000t ( = & & — 4 :
57,300,0007C)  4F&5 I - BEM LSS &
BN A FOETFRE A 3 £524,200,00070
(ZFF — 4 EMNTFHES
116,200,0007C) °

i 4 5 TR > B AST HR AR L Al IR A K
AR A B R AR A 3 — R BE A A
i) £ 3 120,000,0007C ( =& %F —
4:120,000,00070) (RFFEE32) oA
ECAY S EAY T a% B N Y FE
7% 9,300,0000C ( = & & — 4 :
8,400,0007C) °
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2002
(Expressed in Hong Kong dollars)

36.

COMPARATIVE FIGURES

The presentation and classification of items in the
consolidated cash flow statement have been changed
due to the adoption of the requirements of Statement
of Standard Accounting Practice 15 (revised 2001)
“Cash flow statements”. As a result, bank overdraft
has been excluded from the definition of cash
equivalents, cash flow items from taxation, returns
on investments and servicing of finance have been
classified into operating, investing and financing
activities respectively and a detailed breakdown of
cash flows from operating activities has been included
on the face of the consolidated cash flow statement.
Comparative figures have been reclassified to conform

with the current year's presentation.

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

presentation.
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