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Highlights

Change %
2001 2000 b4
(in HK$ Million) CEMEET)
Turnover 1,950.4 1,821.1 7.1% S
Profit attributable to
shareholders 312.2 400.4 -22.0% AR R FE AR 5 T
Dividends 108.3 105.7 2.5% 18
Shareholders’ funds 2,712.7 2,508.7 8.1% RRES
(number of shares) (RR172(H)
Average number of shares FHE TG
in issue 166,945,373 181,150,644 -7.8% 2B
(in HK$) &)
Earnings per share 1.87 2.21 -15.4% BRRAF
Dividends per share 0.65 0.61 6.6% FARAR
Shareholders’ funds
per share 16.30 15.02 8.5% BRERES
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Group Profile

Hong Kong Aircraft Engineering Company Limited,
one of the world’s leading aeronautical engineering
groups, is engaged in the maintenance, modification,
repair and overhaul of commercial aircraft and
their components.

It is principally based at Hong Kong’s International
Airport, but through jointly controlled companies also
provides services in Xiamen, Mainland China and at
off airfield locations in Hong Kong.

At Hong Kong’s International Airport, where it has
about forty airline customers, it is the only aircraft
maintenance facility able to offer a comprehensive
package covering transit and technical services with
full hangar support.

The hangar has the capacity to accommodate three
wide-bodied aircraft fully docked and an additional
two nose-in, with a unique mobile tail enclosure to
provide full cover and access staging. It has the
necessary approvals to handle a wide variety of
aircraft types from Boeing 747 to new generation
aircraft such as B777 and the Airbus A320/321,
A330 and A340. The facility also undertakes
B747-200 combi to freighter conversions.

The extensive component and avionics overhaul
facilities are situated at Tseung Kwan O in Hong Kong,
as is the Rolls-Royce engine service centre operated
by Hong Kong Aero Engine Services Limited.

Taikoo (Xiamen) Aircraft Engineering Company
Limited operates at Xiamen’s airport, where it
provides heavy maintenance on Boeing and Airbus
aircraft and offers a B747-200/300 passenger to
freighter conversion programme. It also offers line
maintenance services at various locations in
Mainland China.
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Ten Year Financial Summary

(in HK$ Million)

Turnover

Profit attributable to shareholders

Dividends

Funds employed :
Fixed assets
Other assets

Less: liabilities*

Financed by :
Shareholders’ funds*
Minority interest
Long term loan

(in HK$)

Earnings per share
Dividends per share

Shareholders’ funds per share

Dividend cover - times

2001 2000 1999 1998 1997
1,950.4 1,821.1 1,969.2 2,028.2 2,375.1
312.2 400.4 59.4 145.6 320.1
108.3 105.7 81.4 111.1 148.2
1,635.7 1,708.0 1,772.5 1,894.6 1,057.1
1,607.5 1,275.7 1,188.5 1,475.6 1,969.5
3,243.2 2,983.7 2,961.0 3,370.2 3,026.6
418.2 359.5 339.2 708.3 484.8
2,825.0 2,624.2 2,621.8 2,661.9 2,641.8
2,712.7 2,508.7 2,603.6 2,640.4 2,636.7
5.2 5.1 4.8 5.3 5.1
107.1 110.4 113.4 116.2 -
2,825.0 2,624.2 2,621.8 2,661.9 2,541.8
1.87 2.21 0.32 0.79 1.73
0.65 0.61 0.44 0.60 0.80
16.30 15.02 13.53 13.72 13.70
2.88 3.79 0.73 1.31 2.16

* The comparatives have been restated as a result of the adoption of SSAP 9 (Revised) whereby the Group no longer recognises
dividends proposed or declared after the balance sheet date as a liability at the balance sheet date.

Turnover
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1996 1995 1994 1993
2,461.5 2,390.8 2,418.4 2,307.1
494.5 331.3 413.6 447.0
148.2 148.2 1741 187.0
400.7 324.4 366.6 363.9
2,428.3 2,068.0 1,913.1 1,674.1
2,829.0 2,392.4 2,279.7 2,038.0
454.9 364.5 432.8 417.6
2,374.1 2,027.9 1,846.9 1,620.4
2,369.3 2,023.3 1,842.0 1,6156.0
4.8 4.6 4.9 5.4
2,374.1 2,027.9 1,846.9 1,620.4
2.67 1.79 2.23 2.41
0.80 0.80 0.94 1.01
12.79 10.93 9.95 8.72
3.34 2.24 2.38 2.39

1992

2,097 1
387.9
168.5

373.1

1,263.0

1,636.1
287.7

1,348.4

1,342.8
5.6

1,348.4

2.09
0.91
7.25

2.30
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Chairman’s Statement

Results

Group pre-tax profit for the year was HK$349 million, which
included HK$14 million of non-recurring profits. This result
represented a decrease of 18% from the previous year, due to
non-recurring profits in that year of HK$122 million. The net
operating profit from the on-going business, including the
Company’s share of results from jointly controlled companies,
increased by 11% or HK$33 million to HK$335 million. Profit
attributable to shareholders was HK$312 million, a 22%

decrease from 2000.

Unfortunately, with the slow down in the commercial airline
industry seen in the last quarter of the year, the improvement
in revenue and profit seen in the first half of the year could not

be sustained in the second half.

The contribution from jointly controlled companies continued to
increase during 2001, underlining their importance to the
Group. Their combined share of recurring pre-tax profits
increased from 54% to 66%. In particular, both Taikoo (Xiamen)
Aircraft Engineering Company Limited (TAECO) and Hong Kong
Aero Engine Services Limited (HAESL) had successful and

profitable years.

The non-recurring profits in 2001 related to the disposal of a
house previously used by staff, and the sale of the Company’s
wheel and brake repair and overhaul business to its jointly

controlled company, Goodrich Aerospace Asia-Pacific Limited.

Hong Kong Aircraft Engineering Company Limited Annual Report 2001
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Review of operations

The Company is the sole provider of comprehensive aircraft
maintenance at Hong Kong International Airport. The Company’s
premises comprise a single hangar capable of fully enclosing
three wide-bodied aircraft, together with associated workshops
and offices, and a five-storey building at Tseung Kwan O
housing component and avionic overhaul workshops and
administration offices. The Company also occupies space at

the airport terminal.

Line maintenance
The line maintenance division employs around 1,540 people,
who provide a comprehensive range of technical and non-

technical services to airlines operating through Hong Kong

Line maintenance at Chek Lap Kok, Hong Kong
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Chairman’s Statement/ X E &=

International Airport. The Company is the main provider of such
services in Hong Kong and hence the division’s performance is
primarily related to the number of flights through the airport.
In 2001, the number of flights handled rose by 5.8% despite the
weakness in the freighter market and the reduction in scheduled
passenger services in the last quarter of the year. This market

in Hong Kong continues to be extremely price-sensitive.

Base maintenance

The base maintenance division employs around 1,130 people,
who provide customers which rely on the Company for
comprehensive support with a full range of scheduled
maintenance checks and in addition undertake periodic checks,
modifications and overhaul work on a wide variety of aircraft
types. Between 30% and 40% of the division’s work is for the

three scheduled airlines operating out of Hong Kong; Cathay

Base maintenance at Chek Lap Kok, Hong Kong
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Pacific Airways, Air Hong Kong and Dragonair. It competes
on price, availability of space, turnround time and quality of
workmanship with other Maintenance and Repair Organisations
worldwide. The hangar was busy during the first half of the year,
but had some cancellations in the second half which resulted in
a drop in utilisation of both staff and facilities. Man-hours sold in

2001 were 1.3 million, a 6.3% decrease when compared to 2000.

Component and avionics overhaul

The overhaul division occupies a five-storey building at Tseung
Kwan O with more than 7,000 square metres of modern
workshop space and employs around 240 people. Utilisation
of these facilities during the year was reasonable, and should
improve further in 2002 following agreement with two Airbus
component Original Equipment Manufacturers to provide

warranty and repair services.

Jointly controlled companies

TAECO operates two hangars, each of which is capable of fully
enclosing two wide-bodied aircraft. A third hangar of similar
size is currently under construction. This additional facility was
originally planned to start operations in late 2002. However,
following the recent downturn in the market, it has been
decided to delay the opening until the second quarter of 20083.
Most of TAECO'’s capacity is taken up by shareholder
customers (or their affiliates). Capacity was well utilised during
2001 with the completion of a number of comprehensive heavy
maintenance packages and the conversion of Boeing 747-200/
300 passenger aircraft for use as cargo freighters. Line
maintenance support has been given to Dragonair’s operations
in Beijing, Shanghai and to all foreign carriers operating into
Xiamen. In May, the Company increased its interest in TAECO
by acquiring 4.09% from SIA Engineering Company Limited.
The profit attributable to the Group increased over 2000.
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Chairman’s Statement/ X E &=

HAESL had a strong year, with increased revenue and
improved profitability. This increase reflected additional
throughput and work packages on the Trent 700 and 800
engines. In addition to work performed for Cathay Pacific
Airways, which accounts for about 50% of revenue, significant
engine work was also carried out for Rolls-Royce plc, Emirates
Airlines, Singapore Airlines, Thai International, Malaysian
Airlines, Garuda and China Southern Airlines. In conjunction
with Rolls-Royce plc and Singapore Airlines Engineering, the
Company has established a Trent engine overhaul facility in
Singapore complementing the Hong Kong capabilities of
HAESL. This joint venture, Singapore Aero Engine Services Pte.
Limited, in which HAESL has a 20% interest, started operations

in January 2002.

Goodrich Aerospace Asia-Pacific Limited, (formerly BFGoodrich
Aerospace Asia-Pacific Limited), which refurbishes carbon
brakes and overhauls wheel hubs at Fanling, in Hong Kong,

continued to perform very well.

In June, China Eastern Airlines acquired a 30% interest in
GE Engine Services (Xiamen) Limited from the General Electric
Company; the latter sold a further 10% to Hainan Airlines in
the second half of the year. TAECO retains an effective 20%
through intermediate holding companies. The facility was
opened in June 2001, with the capability initially to strip and
rebuild GE engines. The ability to refurbish and repair engine

components will be developed during the coming year.

Shandong TAECO Aircraft Engineering Company Limited,
which provides a heavy maintenance service for narrow-bodied
aircraft and in particular B737 aircraft, is expanding its capacity

to meet customers’ projected needs. In January 2002, the

Hong Kong Aircraft Engineering Company Limited Annual Report 2001
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company started to build a second hangar, which is planned to
cost US$8.6 million and is scheduled for completion in the first

quarter of 2003. This company is profitable.

In-Services Asia Limited, a jointly controlled company in
which the Company has a 35% interest, was incorporated and
started operations in March 2001. The joint venture partner,
Intertechnique, is a subsidiary of Groupe Zenith and is an
Airbus Original Equipment Manufacturer. The new company will
sell Intertechnique components, and provide a warranty and
repair service to customers. The Company has also installed
Sogerma computerised component testing equipment, which it
is operating under agreement with Sogerma pending the

finalisation of a joint venture.

Component and avionics overhaul services at Tseung Kwan O, Hong Kong
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Chairman’s Statement/ X E &=

Financial review

The improvement in recurring profits seen in the first half of HEBNFFEERTES - S| BRREN
the year continued into the second half, although a weak HEANTNREDZ T ZERR=E T
fourth quarter led to a fall in attributable profit of 22% to B & 7T (KA BREIRE R n A F 80
HK$312 million which included a net reduction of HK$108 AB—EEN\AST) - BERIDEFIRN

million in non-recurring profits. ERFORBEDEAFEE TF -
SEZWEHENAD 2L TERBRER
BNERZ SRS E7 - AR
Bz RETIENMEHERERS - FhlR
ETH 2 EWEERTIE -

Revenue increased by 7%, primarily reflecting increased activity
at the airport during the first nine months of the year, together
with more material used on aircraft in the hangar, particularly

with the freighter conversion work undertaken.

ERERTZREWE EFMIEM - FK

Direct expenses increased in line with the increase in revenue B T AR AS MR B3R IS 5B A0 2t 2 s A

7R = Al E AN =]
and overheads were little changed year on year except that, SR = FE AN (B B E26) - B
as commented on more fully in Note 26 to the Accounts, BEBRSLALTA o

Heavy maintenance at Xiamen, Mainland China
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contributions to the local staff retirement benefit scheme

increased by HK$30 million.

The contribution before tax from jointly controlled companies
increased by HK$59 million, or 36%, to HK$222 million. Most

of this increase was from HAESL.

Dividend

Your Directors have recommended a final dividend for 2001
of HK$0.42 per share which, together with the interim dividend
of HK$0.23 per share paid on 24th September 2001, results
in a total distribution for the year of HK$0.65 per share, an
increase of 7% over the total dividend declared for 2000.
The total dividend paid and proposed in respect of 2001
is HK$108 million, with dividend cover of 2.9 times.

Net assets

Net assets increased during the year from HK$2,624 million
to HK$2,825 million. Capital expenditure amounted to
HK$38 million, mostly on tooling and vehicles used on the
airfield. Working capital increased from HK$85 million to

HK$139 million.

Net liquid funds and financing

Cash, cash equivalents and short term deposits increased by
HK$107 million to HK$126 million during the year, with strong
net operating cash flow. The Company is expected to generate
liquid funds during 2002 which will exceed its operating,
working capital and budgeted capital expenditure requirements.
In addition, it has negotiated loan facilities equivalent to
HK$454 million, of which HK$376 million is subject to renewal
during 2002.
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Chairman’s Statement/ X E &=

Currency fluctuations

The Group’s income is substantially in HK dollars or US dollars.
Operating costs and capital expenditure of the Company and
its Hong Kong based jointly controlled entities is substantially in
those same currencies as are those of its jointly controlled
entities in Mainland China, which also use Renminbi. No
hedging instruments have been put in place to protect the
Company against any potential losses arising from foreign
exchange fluctuations as a result of trading in this mix of

currencies.

Environment

In recognition of its impact on the environment, when it moved
to Chek Lap Kok and built its new facilities in Tseung Kwan O,
the Company incorporated numerous systems to minimise the
effect of effluents on the environment. Since then, it has
initiated projects to reduce where possible energy and

resource usage.

Staff

The Company employed 3,591 staff at the end of 2001,
a small decrease from the end of 2000. This number included
223 craftsmen and engineering apprentice trainees for TAECO
and 146 full-time HAECO employees who have been seconded
to TAECO. In view of the current weakness in the market, the
Company has imposed a recruitment freeze in 2002, but will
continue to seek suitable engineering apprentices. This is
expected to lead to a 3.5% reduction in headcount during the

coming year.

In addition TAECO employed 1,646 local staff and HAESL
668 staff.

Hong Kong Aircraft Engineering Company Limited Annual Report 2001
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The good result for the year reflects the hard work and
commitment of all the staff, and on behalf of the shareholders,

| would like to thank them for their continuing support.

Outlook

The interim report noted that the Company had seen improved
profitability during the first half of the year as the fleets of its
major customers grew and the number of flights through Hong
Kong International Airport increased, despite a significant
downturn in freighter business from the last quarter of 2000.
This situation continued through the third quarter but there
has been a marked change since the events in September.
A number of the Company’s major customers have indicated
that they have grounded or intend to ground a number of
aircraft and that they plan to reduce the frequency of their
scheduled flights through Hong Kong. Although there was a
seasonal improvement in the freight business before Christmas,
there is no indication that this rally is sustainable.
Consequently, the Company and its jointly controlled entities
expect the volume of business to drop in 2002. In addition,
rates will continue to be under pressure, due to both the
worldwide capacity for heavy maintenance and the competitive
environment for technical and non-technical line maintenance
services at Chek Lap Kok. Whilst the Company expects to

remain profitable, 2002 will be a challenging year.

David Turnbull

Chairman

Hong Kong, 5th March 2002
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Directors

Executive Directors

David Turnbull aged 46, has been Chairman of the Board
since September 1995. He was Director and Managing Director
of the Company from January 1990 to December 1993 and
rejoined the Board in March 1995. He is also Deputy Chairman
and Chief Executive of Cathay Pacific Airways Limited and a
Director of Swire Pacific Limited and John Swire & Sons (H.K.)
Limited. He joined the Swire Group in 1976.

Chan Ping Kit aged 56, was appointed Deputy Chairman
and Chief Executive Officer on 8th August 2001. He first joined
the Company in 1966 and resigned from the Company as
Deputy Chief Engineer (Maintenance) in June 1990. He rejoined
in December 1992 as General Manager (Base Maintenance &
China Operations) and was appointed a Director in November
1993. He was appointed Managing Director in July 1998.

John Paterson aged 45, has been a Director of the
Company since October 1998 and was appointed Chief
Operating Officer of the Company on 1st January 2002.
He joined the Swire Group in September 1978. He is also
a Director of Hong Kong Aero Engine Services Limited and
Singapore Aero Engine Services Pte. Limited.

Mark Hayman aged 41, joined the Company in October
2001 and was appointed a Director on 1st February 2002.
He was previously General Manager Engineering Planning and
Technical Supplies of Cathay Pacific Airways Limited. He joined
the Swire Group in 1987.

Marven Bowles aged 51, has been Finance Director since
October 2000. He was Company Secretary from August 1991
to October 1997 and has held several senior management
positions with the Swire Group, which he joined in 1981.

Stephen Lau Kwong Chuen aged 59, has been a Director
of the Company since January 1997. He joined the Company in
August 1975 and has previously held the positions of General
Manager (Personnel) from January 1990 to December 1993
and General Manager (Personnel and Administration) from
January 1994 to December 1996.
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Non-Executive Directors

Derek Cridland aged 56, has been a Director of the
Company since May 1998. He is also Engineering Director of
Cathay Pacific Airways Limited and a Director of AHK Air Hong
Kong Limited and Associated Engineers Limited.

Alternate: Chris Gibbs

Dinty Dickson Leach*™ aged 56, has been a Director of the
Company since July 1986. He is also a Vice Chairman of CLP
Holdings Limited, Chairman of Tai Ping Carpets International
Limited and Sir Elly Kadoorie & Sons Limited and a Director of
The Hongkong & Shanghai Hotels, Limited.

Alternate: The Hon Michael Kadoorie

Davy Ho Cho Ying aged 54, was appointed a Director in
September 1999. He joined the Swire Group in 1970 and has
worked with the Group in Hong Kong and Taiwan. He is also a
Director of Swire Pacific Limited.

Peter Johansen' aged 59, has been a Director since July
1984. He joined the Swire Group in 1973 and has worked with
the Group in Hong Kong and Japan. He is also a Director of
John Swire & Sons Limited and Swire Pacific Limited.

Tony Tyler aged 46, has been a Director of the Company
since December 1996. He joined the Swire Group in 1977 and
has worked in Australia, the Philippines, Canada, Japan and
Europe. He is a Director of John Swire & Sons (H.K.) Limited,
Director Corporate Development of Cathay Pacific Airways
Limited and a Director of Hong Kong Dragon Airlines Limited.

Dr. Alex Wu Shu Chih*' cBE, LLD, JP aged 81, has been a
Director of the Company since January 1983. He is also the
Chairman of Fidelity Management Limited, Vice Chairman of Dai
Nippon Printing Co., (HK) Limited and a non-executive Director
of a number of listed companies including Hong Kong Ferry
Co. Limited.

* Independent Non-Executive Director T Member of the Audit Committee
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Executive Officers

Secretary

Paul Moore aged 44, has been Company Secretary since
October 1997. He joined the Swire Group in 1989 and has
worked with the Group in Hong Kong and Japan.

Executive Officers

Fred Chan Chi Hung aged 54, joined the Company in 1967
and was appointed General Manager Component & Avionics
Overhaul in December 1996. He is also Director and General
Manager of Goodrich Aerospace Asia-Pacific Limited.

Woo Hung Kwong aged 50, joined the Company in 1981
and was appointed General Manager Finance in August 2000.

Ashok Sathianathan aged 54, rejoined the Company in
1992, was appointed a General Manager in August 1998 and
is currently General Manager Commercial with responsibility
for material management and commercial functions. He was

previously employed by the Company from 1987 to 1989.

Paul Yu aged 54, has been General Manager Maintenance
since December 1999. He rejoined the Company as General
Manager (Base Maintenance) in September 1997. He was
previously employed by the Company from 1967 to 1990.
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Corporate Information

Registered Office
35th Floor, Two Pacific Place BEeEBE/N\T /5
88 Queensway, Hong Kong AEES —H=1+AaFE

Auditors

PricewaterhouseCoopers FEEROKEG TR B PT
Depositary

The Bank of New York The Bank of New York

American Depositary Receipts American Depositary Receipts

101 Barclay Street, 22nd Floor West 101 Barclay Street, 22nd Floor West
New York, NY 10286, USA New York, NY 10286, USA

Website: http://www.bankofny.com/adr #84t : http://www.bankofny.com/adr
(Toll free) 1-888-BNY-ADRS (EBIEA R EEE) 1-888-BNY-ADRS

Principal Banker
The Hongkong and Shanghai Banking BEELSELRITAERAR
Corporation Limited

Registrars EATRBAABTRERAT
Central Registration Hong Kong Limited BAEERER—N\=5%
19th Floor, Hopewell Centre AFs L+ NE

183 Queen’s Road East, Hong Kong

For further information about Hong Kong Aircraft Engineering EHREABEBREIEEGR ARG - B
Company Limited, please contact:
BERAREIREEMRAR
Manager NHEBHLE
Group Public Affairs EReBBNTN\S  AdES_H=+h7E&
Hong Kong Aircraft Engineering Company Limited EiE ¢ (852) 2840-8098
35th Floor, Two Pacific Place, 88 Queensway, Hong Kong {£5& : (852) 2526-9365
Tel: (852) 2840-8098 434 - http://www.haeco.com

Fax: (852) 2526-9365
Website: http://www.haeco.com
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Report of the Directors

The Directors submit their report and the audited accounts for
the year ended 31st December 2001, which are set out on

pages 24 to 47.

Principal activity and results

The Hong Kong Aircraft Engineering Company Limited Group is
primarily engaged in the business of commercial aircraft
overhaul and maintenance. Its operations are carried out
principally in Hong Kong. The results of the Group are set out

in the consolidated profit and loss account on page 24.

Ten year financial summary
A ten year financial summary of the results and of the assets
and liabilities of the Group is shown on pages 2 and 3.

Dividends

The Directors recommend the payment of a final dividend of
HK$0.42 per ordinary share for the year ended 31st December
2001 which, together with the interim dividend of HK$0.23 per
ordinary share paid on 24th September 2001 makes a total
dividend for the year of HK$0.65 per ordinary share. This
represents a total distribution for the year of HK$108.3 million.
Subject to the approval of the 2001 final dividend by the
shareholders at the Annual General Meeting on 14th May 2002,
it is expected that the dividend will be paid on 21st May 2002
to shareholders registered on 14th May 2002. The
shareholders’ register will be closed from 6th May 2002 to 14th
May 2002, both dates inclusive.
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Reserves
Movements in the reserves of the Company and the Group
during the year are set out in note 21 to the accounts.

Accounting policies
The principal accounting policies of the Group are set out in

note 2 to the accounts.

Donations
During the year the Company and its subsidiary made

donations for charitable purposes totalling HK$0.7 million.

Fixed assets
Movements of fixed assets are shown in note 14 to the

accounts.

Significant transactions with

a related company

Various contracts in relation to the maintenance and overhaul of
Cathay Pacific Airways Limited’s aircraft and related equipment,
which in total are significant and represented approximately
39% of the Group’s turnover in 2001, exist between the Group
and Cathay Pacific Airways Limited. These contracts have all
been concluded on normal commercial terms in the ordinary
and usual course of business of the Group and Cathay Pacific
Airways Limited.
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Report of the Directors/E £ B

Share capital
During the year under review, the Company purchased 532,000 EERFENRN » KRRREBHERZIHE
of its shares on The Stock Exchange of Hong Kong Limited. PR A R)EE B AN A] $£532,000% 8% 5 - &

The repurchases of the Company’s shares were considered by ERRABEARR RN G TREF R
Directors to be in the long-term interests of Shareholders to the BREESEIHREM - MTEHBAARZ
extent that they would result in increases in earnings per share BEAGBERIFETHMIRENRET -
and the return on Shareholders’ capital and would not weaken It A RS RERFIZ - ATEZEHL
the Company’s balance sheet or its ability to make other ZLBOEBDHETE  BREROFS
investments. All of these shares purchased were subsequently N

cancelled. Details of the repurchases are as follows:

Number of Highest price Lowest price
shares paid per share paid per share Total paid
purchased Bl &EEER BRRIEER “BER
Month fEE AR BB (HKS$ &) (HKS$ &) (HK$ &) RAfn
November 2001 147,200 11.98 11.65 1,733,340 2T —F+—A
December 2001 384,800 12.20 11.90 4,629,580 —T=—F+=A
532,000 6,362,920
As at 31st December 2001, 166,451,450 shares were in issue R-IFEE—F+_F=+—H BZETRMA
(31st December 2000 : 166,983,450 shares). 166,451,450/ (= FZEZTFE+-_A=1+—HA

166,983,450/%) °

Agreement for services

Under an agreement between the two parties, the Company RIEAARHEEE NG EEBR ARG
reimburses costs and pays fees to John Swire & Sons Limited N2 W ARRIARER AL EEER
in exchange for services provided. This agreement can be DAt 2 ARG E T RIS A K &
terminated by either party giving not less than 12 months notice A o @R — S T AR+ =@
to take effect on 31st December 2003 or 31st December in any ABMR T =F+_A=+—Hzut
subsequent year. As a Director and shareholder of John Swire BERFHZz A=+ —HELEZW®B
& Sons Limited, Peter Johansen is interested in this agreement. o AEMEARBEANEEBRARZ

EERBR - ExmETANRERE -

Major customers and suppliers

63% of sales and 32% of purchases during the year were

attributable to the Group’s five largest customers and suppliers FR - AEBZAREREREERD B
respectively. 39% of sales were made to the Group’s largest RATHEREA D 2N T - RFEESER S
customer, Cathay Pacific Airways Limited while 10% of =T AEEZBERERBEIREMZER
purchases were made from the largest supplier, Boeing BRARUEAARIEEREED2=TN M
Commercial Aeroplanes Group. BAHEER S EREEEANGAR AT

REgEaNZt -
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No Director, their associates or any shareholder who to the
knowledge of the Directors owns more than 5% of the
Company’s issued share capital (other than in respect to
Cathay Pacific Airways Limited) has an interest in the

customers or suppliers disclosed above.

Directors

The names of the present Directors of the Company are listed
on pages 14 and 15 of this Report and with the exception of
Mark Hayman, they all served throughout the year and still hold
office at the date of this report.

Of these, Mark Hayman was appointed a Director on 1st
February 2002. In addition, Keith Law served as a Director of
the Company until his retirement on 31st January 2002.

At various times during the year, Chris Gibbs and The Hon
Michael Kadoorie served as alternate Directors.

Article 93 of the Company’s Articles of Association provides
for all Directors to retire at the third Annual General Meeting
following their election by ordinary resolution. In accordance
therewith Derek Cridland, John Paterson and Dinty Dickson
Leach retire this year and being eligible, offer themselves for

re-election.

Mark Hayman having been appointed to the Board under
Article 91 of the Articles of Association of the Company since
the last Annual General Meeting, also retires and, being eligible,
offers himself for re-election.

No Director has a service contract with the Company that is
not determinable by the employer within one year without

payment of compensation (other than statutory compensation).

Details of Directors’ remuneration are provided in note 4 to the

Accounts.
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Report of the Directors/E £ B

Corporate governance

The Company has complied throughout the year with the Code
of Best Practice as set out in the Listing Rules (Main Board) of
The Stock Exchange of Hong Kong Limited.

Directors’ interests

At 31st December 2001, the beneficial interests of the Directors
in the shares of the Company, as recorded in the register
maintained under section 29 of the Securities (Disclosures of
Interests) Ordinance (“SDI”) were as follows:

Personal Family Other
[EPN 5 B £ HiptEz

The Hon Michael Kadoorie
(alternate Director) - - 3,782,886"
Dinty Dickson Leach 100,000 - -
John Paterson 8,000 - -

* By virtue of the SDI, The Hon Michael Kadoorie and his family were
deemed to be interested in 3,782,886 shares in the Company,
which are held through discretionary trusts.

Neither during nor prior to the year under review, has any right
been granted to, or exercised by, any Director of the Company,
or to or by the spouse or minor child of any Director, to
subscribe for shares, warrants or debentures of the Company.

Other than as stated above, the Directors of the Company held
no interests, whether beneficial or non-beneficial, in the share
capital or warrants of the Company or its associated corporations
(within the meaning of SDI).

At no time during the year did any Director, other than as
stated in this report, have a beneficial interest, whether directly
or indirectly, in a contract to which the Company, or any of its
associated corporations was a party, which was of significance
and in which the Director’s interest was material.

At no time during the year was the Company, or any of its
associated corporations, a party to any arrangements to enable
the Directors of the Company to acquire benefits by means of
the acquisition of shares in or debentures of the Company or
any other body corporate.
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Substantial shareholders

The register of substantial shareholders maintained under
Section 16(1) of the SDI shows that at 31st December 2001,
the Company had been notified of the following interests, being
10% or more of the Company’s issued share capital. These
interests are in addition to those disclosed above in respect
of the Directors.

Number of shares

et 8B
John Swire & Sons Limited 99,649,103
John Swire & Sons (H.K.) Limited 99,649,103*
Swire Pacific Limited 99,649,103*
Cathay Pacific Airways Limited 45,649,686*

* Duplications of John Swire & Sons Limited’s holding

Subsequent events

In January 2002, the Company announced the discontinuation
of the contract staff housing loan scheme. Instead, the
Company has arranged for a bank to provide housing loans to
staff at a preferential interest rate. This will result in staff
housing loans of approximately HK$170 million, included under
current assets, being repaid to the Company during 2002.

Auditors

A resolution for the re-appointment of PricewaterhouseCoopers
as Auditors of the Company is to be proposed at the forthcoming
Annual General Meeting.

By order of the Board

David Turnbull

Chairman

Hong Kong, 5th March 2002
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