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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Capitalised borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which take a substantial period of time to get

ready for their intended use or sale, are capitalised as part of the cost of those

assets. Capitalisation of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale. Investment income earned

on the temporary investment of specific borrowings pending their expenditure

on qualifying assets is deducted from the borrowing costs capitalised.

All other borrowing costs are charged as expenses in the period in which they

are incurred.

Long term investments

Long term investments are non-trading investments in listed equity securities
intended to be held on a long term basis.

Listed securities are stated at their fair values on the basis of their quoted market

prices at the balance sheet date on an individual investment basis.

The gains or losses arising from changes in the fair value of a security are dealt

with as movements in the long term investment revaluation reserve, until the

security is sold, collected, or otherwise disposed of, or until the security is
determined to be impaired, when the cumulative gain or loss derived from the

security recognised in the long term investment revaluation reserve, together

with the amount of any further impairment, is charged to the profit and loss
account for the period in which the impairment arises. Where the circumstances

and events which led to an impairment cease to exist and there is persuasive

evidence that the new circumstances and events will persist for the foreseeable
future, the amount of the impairment previously charged and any appreciation

in fair value is credited to the profit and loss account to the extent of the

amount previously charged.

Short term investments

Short term investments are investments in equity securities held for trading

purposes and are stated at their fair values on the basis of their quoted market

prices at the balance sheet date on an individual investment basis. The gains
or losses arising from changes in the fair value of a security are credited or

charged to the profit and loss account for the period in which they arise.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Foreign currencies

Monetary assets and liabilities denominated in foreign currencies are translated
at the applicable rates of exchange ruling at the balance sheet date. Foreign

currency transactions during the year are recorded at the applicable rates

existing on the respective transaction dates. Exchange differences are dealt
with in the profit and loss account.

On consolidation, the financial statements of overseas subsidiaries are translated

into Hong Kong dollars at the applicable rates of exchange ruling at the balance
sheet date. The resulting translation differences are included in the exchange

fluctuation reserve.

Deferred tax

Provision is made for deferred tax, using the liability method, on all significant

timing differences to the extent it is probable that the liability will crystallise
in the foreseeable future. A deferred tax asset is not recognised until its

realisation is assured beyond reasonable doubt.

Retirement benefits

The Group operated a defined contribution provident fund (the “Fund”) for

certain of its employees, the assets of which are held separately from those of
the Group and are managed by an independent professional fund manager.

Contributions under the Fund were made based on a percentage of the eligible

employees’ basic salaries and were charged to the profit and loss account as
they became payable in accordance with the rules of the scheme. The on-

going contributions to the Fund were terminated on 1 April 1999.

Following the introduction of the Mandatory Provident Fund retirement

benefits scheme (the “MPF Scheme”), the Group has restructured its retirement

scheme arrangements to comply with the Mandatory Provident Fund Schemes
Ordinance. The Group has secured Mandatory Provident Fund exemption status

for the above retirement benefits scheme and, in addition, has participated in

an approved defined contribution MPF Scheme with effect from 1 December
2000. Contributions are made based on a percentage of the employees’ basic

salaries and are charged to the profit and loss account as they become payable

in accordance with the rules of the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the Group in an independently administered

fund. The Group’s employer contributions vest fully with the employees when

contributed into the MPF Scheme.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow
to the Group and when the revenue can be measured reliably, on the following

bases:

(a) Revenue from foundation piling, electrical and mechanical engineering,
and building construction contracts

On the percentage of completion basis as further explained in the

accounting policy for “Construction contracts” above;

(b) From the sale of properties held for sale

On the exchange of legally binding sales contracts;

(c) Machinery trading

When the significant risks and rewards of ownership have been transferred
to the buyer, provided that the Group maintains neither managerial

involvement to the degree usually associated with ownership, nor effective

control over the machines sold;

(d) Rental income from property and machinery leasing

In the period in which the properties and machines are leased and on the
straight-line basis over the lease terms;

(e) Revenue from the rendering of property management services

In the period in which such services are rendered;

(f) From the sale of listed investments

On the trade date;

(g) Interest income

On a time proportion basis taking into account the principal outstanding

and the effective interest rate applicable; and

(h) Dividends

When the shareholders’ right to receive payment is established.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Related parties

Parties are considered to be related if one party has the ability, directly or
indirectly, to control the other party, or exercise significant influence over the

other party in making financial and operating decisions. Parties are also

considered to be related if they are subject to common control or common
significant influence. Related parties may be individuals or corporate entities.

Cash equivalents

For the purpose of the consolidated cash flow statement, cash equivalents

represent short term, highly liquid investments which are readily convertible
into known amounts of cash and which were within three months of maturity

when acquired, less advances from banks repayable within three months from

the date of the advance. For the purpose of balance sheet classification, cash
and bank balances and time deposits represent assets which are not restricted

as to use.

3. TURNOVER

Turnover represents the aggregate of the value of foundation piling, electrical

and mechanical (“E&M”) engineering, and building construction contracts
certified by independent architects or quantity surveyors; income derived from

machinery trading and property management; rental income from property and

machinery leasing; and income from sale of properties held for sale, after
elimination of all significant intra-group transactions.

Revenue from the following activities has been included in the Group’s
turnover:

��� ! ���� 

2001 2000
�� �� 

HK$’000 HK$’000

Turnover:
Foundation piling 664,322 698,044

E&M engineering and

building construction 119,220 161,612
Machinery leasing and trading 38,450 34,116

Property letting and management 93,437 112,393

Sale of properties held for sale 65,798 135,016

981,227 1,141,181
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4. PROFIT FROM OPERATING ACTIVITIES

The Group’s profit from operating activities is arrived at after charging/

(crediting):

��� ! ���� 
2001 2000
�� �� 

HK$’000 HK$’000

Amortisation of goodwill 2,249 2,248

Depreciation of owned assets 81,169 81,520
Depreciation of assets held

under finance leases 3,359 8,775

84,528 90,295

Rental of land and buildings
under operating leases 8,039 5,627

Rental of construction equipment 16,137 20,445
Auditors’ remuneration 1,362 1,213

Staff costs (including directors’
remuneration - note 6):
Wages and salaries 159,841 158,728
Net contributions to mandatory

provident fund 1,637 –

161,478 158,728

Unrealised holding gains on
short term listed investments (18) –

Gain on disposal of short term
listed investments (131) (387)

Loss on disposal of fixed assets 88 15
Loss on disposal of an

investment property 995 –
Rental income from operating

leases of machinery (29,609) (38,564)

Gross rental income from
investment properties (92,910) (110,470)

Less: Outgoings 27,926 29,940

Net rental income from
investment properties (64,984) (80,530)

Foreign exchange gains, net (712) (261)
Dividend income from

listed investments – (280)
Interest income on bank deposits (1,742) (1,258)
Interest income on amounts due

from related parties (88) (167)
Gain on disposal of a subsidiary – (4,636)
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