EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS

Bt %

For the year ended 31st December, 2001
(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 onThe 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 its bankers for an informal
standstill arrangement on the payment
of all Hong Kong bank loan principal
and interest totalling approximately
$1.9 billion, pending the approval by
the group's bankers of a formal debt
restructuring plan. The company has
also requested a similar standstill
arrangement with the holders of the
floating rate notes (“the FRNs") with
outstanding principal 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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For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the financial

statements (continued)

(i)

Going concern basis (continued)

On 11th June, 2001, the company and
certain of its subsidiaries entered into
a standstill letter with its bank creditors
and the holders of the FRNs to
formalise the standstill arrangement
which represents the initial phase of
the restructuring proposal for the
group. The

arrangement became effective on 3rd

formal standstill
December, 2001 and remained in place
until 156th January, 2002, and thereafter
automatically renewed on a monthly
basis subject to the agreement by all
the bank creditors and the holders of
the FRNs.

On 13th June, 2001, the company
entered into:

(a) a share subscription agreement
with Shanghai Construction
(Group) General Co (“SCG")
under which SCG conditionally
agreed to subscribe for

35,000,000 new ordinary shares

of the company at the price of

$1.12 per share; and
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W & MK

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the financial

statements (continued)
(i) Going concern basis (continued)

(b) a share placing and
underwriting agreement with
BNP Paribas Peregrine
Securities Ltd (“BNP") under
which BNP conditionally agreed
to place 65,000,000 new
ordinary shares of the company
with independent placees at the
price of $1.12 per share on a

fully underwritten basis.

The 100,000,000 new ordinary shares
were allotted in July 2001 which
resulted in additional net proceeds of
approximately $108.2 million available
to the group. Furthermore, the disposal
of the Yangpu power plant in which the
group had a 40% interest for a
consideration of $1,000 million was
completed during the year resulting in
substantial external funding to the

group.
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For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the financial

statements (continued)

(i)

Going concern basis (continued)

On 30th November, 2001, the company
held a debt auction (“the Debt
Auction”) at which it invited its bank
creditors in Hong Kong and the holders
of the FRNs to tender for a discounted
payment in full settlement of the
indebtedness owed to them by the
group. The total value of the bank loans
and the FRNs in respect of which
tenders were accepted pursuant to the
Debt Auction totalled $176.2 million.
The group paid a net amount of $52.8
million to the bank creditors and the
holders of the FRNs in full satisfaction
of the relevant indebtedness,
representing a total discount of $123.4

million on the full amounts.
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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the financial

statements (continued)

(i)

Going concern basis (continued)

Subsequent to the Debt Auction and
pursuant to the standstill letter signed
between the group and the bank
creditors, the group executed a
guarantee and debenture on 3rd
December, 2001 incorporating fixed
and floating charges over all of the
undertaking, property and assets of the
company and certain of its subsidiaries
(“the Guarantee and Debenture”) as
security for the remaining bank
indebtedness in Hong Kong and the
FRNs.

The directors are currently in active
negotiations with the group’s bankers
to finalise the terms of a proposed
financial restructuring and a plan to
gradually dispose of certain of its
property interests. The directors believe
that the ongoing support from its
bankers will continue and the measures
to be the debt
restructuring plan and assets disposal

taken under
programme when agreed will enable
the group to continue in operational

existence in the foreseeable future.
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NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® R M O 4

For the year ended 31st December, 2001 e EE A 2 = AL
(Expressed in Hong Kong dollars) (LU 85 R )

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. FESFEHE (4)

(b) Basis of preparation of the financial (b) HEBRRNEREE (F)

statements (continued)

(i) Going concern basis (continued) (i) 15 AR A ()
Accordingly, the directors are satisfied A R EER S R
that it is appropriate to prepare the AEEKN_FEE—F1+H
financial statements on a going concern =+ — H B BUIR DA o 3
basis, notwithstanding the group's FEU > (HL DR A 4508 5 ¥ 4 U B
financial position as at 31st December, B R AL B 1 o A 4R
2001. Should the group be unable to B FESESERN
continue in business as a going AR A R S AR BB R
concern, adjustments would have to be R EAEL L HREE
made to restate the values of assets (B 2% m] S o] B » Al AT ]
to their recoverable amounts, to fw] B8 LAY B B E A
provide for any further liabilities which LR A R B & kAR E
might arise and to reclassify non- B AR E EXAK-S
current assets and liabilities as current A T R 1Y 5 BRI R AE B
assets and liabilities, respectively. The = e i Ak

effect of these adjustments have not

been reflected in the financial

statements.

(i) The measurement basis used in the (i) BRBUE W) Stk A DL
preparation of the financial statements B AR BT EAR (AT
is historical cost modified by the SC P R FEEC) S AR B
revaluation of investment properties, W 3% 2 DU S g AR AE 2 A
and the marking to market of certain BRLHE o

investments in securities as explained
in the accounting policies set out

below.



EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(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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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

(d)

Subsidiaries (continued)

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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EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(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)

Bt %

For the year ended 31st December, 2001
(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, positive goodwill is eliminated
against reserves and is reduced by

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

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

WE FE A = AU
(Lt WA )

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. FEESFEHE (4)

Be (4

(e) Goodwill (continued) (e)

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

a capital reserve; and




ANNUAL REPORT 2001 ZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® KR M O 4

WE EE A = U
(LI IR )

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued) 1. FESFEHE (4)

Bme (4

(e) Goodwill (continued) (e)

84

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 % W & MK

For the year ended 31st December, 2001
(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)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

Other investments in securities (continued)

(ii)

(iii)

(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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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W & MK

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets

(i)

(ii)

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 & M

For the year ended 31st December, 2001
(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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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(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

Properties held for development

Properties held for development are
stated at cost less any impairment

losses (see note 1(k)).
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—ET-FEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)

Other properties (continued)

(ii)

(iif)

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)).

Properties held for sale

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

costs to be incurred in selling the

property.
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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)

Other properties (continued)

(iv)

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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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

(i

Operating leases 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.

(i) No depreciation is provided on
properties under development/held for

development.

® x M

A
at

( A

WE EE A = U

(L W sy 7R )

1. EESFBE &)

(i)

KEBEEH

R A A 97 ot A8 v AL B
FU AR 452 AL B A o 9 A5 Sk A A B 20
WA e FHYE R DR R R
FHER 5 fEL A7 JHL At 22 YR 2 BT 3 4 b
e AEL B T A Y o i A R B
B o 56 o AL Wi 0T 0 L 1 5 95 i
YA 18 o 3% P A SR A A B A AR
R AL BT © A A B A L R Y
o RH A TE R4 K kR

(i) W B FH B 0 A AR 4
H YA ARAT AT #5 -

(i BWERAYEEBEREN
W) FEA FHR AT ] 78



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W & MK

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(j) Depreciation (continued)

(iii)

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

estimated useful lives as follows:

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

remaining term of the lease;

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

and

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

10 years.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B % W & M

For the year ended 31st December, 2001
(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 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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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(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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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(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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EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(1)

Construction contracts

The accounting policy for contract revenue is
set out at note 1(p)(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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NOTES ON THE FINANCIAL STATEMENTS (continued)
it (A

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

(n)

Cash equivalents

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

date of the advance.

Deferred taxation

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

foreseeable future.

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

reasonable doubt.
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EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

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)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p)

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)

(ii)

Sale of properties

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

“Creditors and accrued expenses”

Contract revenue

When the outcome of a construction

contract can be estimated reliably:

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

for the contract; and

® x M

A
at

( A

WE EE A = U

(L W sy 7R )

1. EESFBE &)

(p)

LON 3

WA SR A S 2 4 T RE A A 4R
> L Bz A ) AT 52 Mt S A I A
(78 ) B> AR B8 T 517 35 AR 4R 4

(i)  HEYHE

FRAE 85 a3 E A m
W A TE B RT R Bk A B
U E M 48 HAGKAR (LAEAR
(0 Ly ) BRE B R o 7E HERR
e AR H AT 8 36 I
U RT 4 B gy AT A RS A
B AR TEAST MRk e e
G- ViR

(i) GAUA

AR S 0 45 R 0 T 5
S 1

- BEEEKSHBRA
i Lh5e T/ 2> ik ol
A8 Az AR AT B A A
BEHHAH B E &R
A A 5 &)l AR
AW H o MR S



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p) Revenue recognition (continued)

(ii)

(iii)

Contract revenue (continued)

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

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

Rental income from operating leases

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

period in which they are earned.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p)

(q)

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 and balance sheet items of foreign
enterprises are translated into Hong Kong
dollars at the rate of exchange ruling at the
balance sheet date. The resulting exchange
differences are dealt with as a movement in
reserves.

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.
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(r)

(s)

Retirement costs

The group operates a defined benefit
retirement scheme and the regular cost of
providing retirement benefits is charged to the
profit and loss account over the expected
service lives of the members of the scheme
on the basis of level percentages of
pensionable pay.

Contributions to the Mandatory Provident
Funds as required under the Hong Kong
Mandatory Provident Fund Schemes Ordinance
are charged to the profit and loss account
when incurred.

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 borowing 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)

Bt %

For the year ended 31st December, 2001
(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, the group has chosen
geographical segment information as the
primary reporting format and business
segment information as the secondary

reporting format.
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EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(u)

Segment reporting (continued)

Segment revenue, expenses, results, assets
and liabilities include items directly atributable
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
incumed 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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ANNUAL REPORT 2001 ZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® R M O 4

For the year ended 31st December, 2001 e ELT L H=1T—HILFE
(Expressed in Hong Kong dollars) (LA WA )
2. TURNOVER 2. EXH
The principal activities of the group are construction EN/NCINUESE 0 Piyc £ MR Y 7 E 21 12
and property development and investment. I
Turnover represents revenue from construction SEEAE R BES KA HEA
contracts, rental income and proceeds from sale of &Y S RIE R PR IE
properties. The amount of each significant category B ERR A EE e AN 0 R A
of revenue recognised in turnover during the year is
as follows:
2001 2000
—2E2-F ZERRA
$ Million $ Million
BET H & T
Revenue from construction contracts BEL LA 1,814.0 1,867.4
Rental income 4 U A 18.8 22.2
Proceeds from sale of properties o 5 4 2 P A5 30 0.6 2.9
1,833.4 1,892.5
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

EHHEER () BRAF

<>

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

3.

SEGMENT REPORTING

Segment 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)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

3. SEGMENT REPORTING (continued)

Location of customers BRI
Revenue from external customers  SMEZ P ZIA
Other revenue FAA

Total revenue ETON

A ER) /A

Segment (loss)/profit

Unallocated operating income I i Vet
and expenses TR

Loss from operations AEkE

Finance costs RERA

Discount on auction of bank ROEFRFETE
loans and floating rate notes HENE

Deficit on revaluation of REMEEL
investment properties B4

Share of profits less losses of EEBELR R
associates and jointly fEAAET
controlled entities WEH

Share of property impairment ElfBEAH
losses and revaluation WEREMER
deficits of associates REfES

Taxation B

Loss attributable to shareholders K HEfk 18

Depreciation & amortisation AEERERER
for the year

Significant non-cash expenses EREREIH
(other than depreciation & (% R s
amortisation) B3

R xR M R

( %)

WE EE A = U
(LI IR )

3. ZoEEE 4

The People's
Hong Kong Republic of China Unallocated
gi i AEAE

2001 2000 2001 2000 2001 2000

CRR-F CZTTF CRE-F CIETE CER-F CRTEE
$

Consolidated
&4
2001 2000
22-5 “TTTE

$ Million  § Million  § Million Million  § Million ~ $ Million ~ $ Million  $ Million
BET HETL BET HEL BETR HEL BET HETL
1,736.9 1,722.6 96.5 169.9 - - 18334 1,892.5
- - 0.0 20.1 20.9 1138 30.9 133.9
1,736.9 1,722.6 106.5 190.0 20.9 1138 1,864.3 2,026.4
(130.7) (244.5) 241 13 (106.6) (237.2)
(1873) (76.5)
(293.9) (313.7)
(2178) (293.8)

123.4 -

(76.4) -
55.3 (82.9) (1917) (163.7) (136.4) (246.6)
- - (199.5) (3178) (199.5) (3178)

(35.5) 191
(836.1) (1,152.8)
11 1.0

67.3 268.0 25.3 (35.6)




EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

L)

%

3. SEGMENT REPORTING (continued)

Segment assets G
Interest in associates and BEEANTR
jointly controlled entities FEAARE

Unallocated assets KNSR
Total assets aEE
Segment liabilities Ha
Unallocated liabilities KEABAR
Total liabilities ARk

w®OR O OE

( %)

WE FE A = AU

(LU W5 7R )

3. ZoEEE 4

The People's
Hong Kong Republic of China Unallocated
B i AERE

2001 2000 2001

ZEE-§ “R%ZTF -E%F-§ -3%TTF -EE-%

$ Million ~ $ Million  $ Million
HER Fé HER

633.4 6477 1,165
53.9 1369  2,165.3
(650.6) (8171)  (215.1)

2000 2001 2000 2001

$ Million  § Million  § Million  § Million
H&T HER H&T HER

1,330.7 1,749.9

3,012.0 2,219.2
984.9

-~
w©
o
-~
=4
o
o
>
=
~

(297.9) (865.7)
(2,933.9)

(3,799.6)

Consolidated

“RTEE S88-F FEE
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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

3.

SEGMENT REPORTING (continued)

® x M

o5
ar (A

WE EE A = U
(LI IR )

3. oHEE &)

Business segments E Sl

The group comprises the following main business B ER R AT

segments:

Construction: The construction work, including A RN E-SEE R X
civil and building works, for external AREREFHE TR
customers.

Property leasing: The leasing of office premises and WEME: HAHBAEAEEYE
residential properties to generate Dt B el A R TE R
rental income and to gain from the E 5 o B 2T (R B
appreciation in the properties A J6s A o
values in the long term.

Property The development, purchase and YRR e HE AT

development  sale of commercial and residential B
and sales: properties.
Property
development
Construction Property leasing and sales
BE MERE NEBRBERHEE
2001 2000 2001 2000 2001 2000
TB2-F “EERFE ZBE-F “RREH “BB-F _ZEEF
$ Million  $ Million ~ $ Million  $ Million ~ $ Million  $ Million
BEET HETL BER HEL BET e
Revenue from external SNHEF 2 A
customers 1,814.0 1,867.4 18.8 22.2 0.6 2.9

Other revenue HAbfr A - - 10.0 20.1 - -

Total revenue BlA 1,814.0 1,867.4 28.8 423 0.6 2.9

Segment (loss)/profit (R /A (134.1) (277.5) 28.8 423 (1.3) (2.0)

Segment assets NEE 763.6 811.3 455.1 558.7 531.2 608.4



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % ® X M & s

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

4, OTHER REVENUE

Dividend income from unlisted securities
Interest income
Property fee income

Other income

TAXATION

Loss from ordinary activities before taxation is arrived

at after charging/(crediting):

(a) Other net income
Net loss/(profit) on sale of fixed assets

Net realised and unrealised losses
on trading securities carried at
fair value

Loss on disposal of non-trading securities

Exchange gain
Loss on disposal of a subsidiary
Others

WE FE A = AU

LOSS FROM ORDINARY ACTIVITIES BEFORE 5. KBRHAIEEXBEIE

(LA BT R )
4. HkA
2001 2000
—BE-F TR
$ Million $ Million
BEE T A 5 C
JE bR B B A - 0.2
BB A 11.6 103.7
EAE- L PN 10.0 20.1
oAt e A 9.3 9.9
30.9 133.9
BRBLATIE W 2 BRI GEA) ¢
2001 2000
—EE-—F _FEEEF
$ Million $ Million
- ENR
(a) EHitthzZFH
HE R E R
(U 35) B4 0.8 (3.7)
DL B (E 51 0 B 5 55
i 8 B S ok S B
i 45 15 A - 0.4
WEFREERAREER - 5.5
1E 5 43 (35.2) (14.0)
o B A U A W s 1R 16.6 -
HAt (3.4) (0.6)
(21.2) (12.4)
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NOTES ON THE FINANCIAL STATEMENTS (continued)
ar (M)

Bt % W & M

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

5. LOSS FROM ORDINARY ACTIVITIES BEFORE
TAXATION (continued)

(b)

(c)

Loss on disposal of non-trading securities
included a deficit of $Nil (2000: $5.4 million)
transferred from non-trading securities
revaluation reserve. Net loss/(profit) on sale
of fixed assets included a surplus of $0.1
million (2000: $3.1 million) transferred from

5.

WE EE A = U

(L W sy 7R )

BRBEAMEEXEBEBR 4)

B E A R OGN e 4RI
R EEEEE SR E R
4 ( —FEZEFAE:5,400,00000) o
B i e PE e 1R (e ) WAEE |
15 B P& W 2 AL R A R &R
100,0007G (= FE%E 4 :3,100,000

investment properties revaluation reserve. JG) °
2001 2000
—EE-F CZELRF
$ Million $ Million
BEET )
Other operating expenses (b) HttKEEH
Provision for bad and doubtful debts R IR A 3.9 31.8
Provision for properties held for sale R Ly E R 46.8 48.6
Impairment loss on properties held for B ) 2 FE s 12
own use 2.6 1.4
Impairment of goodwill on acquisition of W T A D R AR
further interest in an associate it E A 1 T R A 4.7 -
Impairment loss of non-trading securities FHE®SHAEMER 20.0 -
Tendering costs and other unallocated BORE ROA S Ho A
contract costs TREBA 20.9 -
Others HAth 16.6 6.9
115.5 88.7
Finance costs () ®WEHXK
Interest on bank advance and other R AR AR
borrowings repayable within five years AT B R At
(LR IR s} 217.8 292.5
Amortisation of floating rate notes FREBET
issue expenses -Gk 3 - 1.3
217.8 293.8




EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

WE FE A = AU
(Lt WA )

5. LOSS FROM ORDINARY ACTIVITIES BEFORE 5. KRBA LR X(KEE (&)

TAXATION (continued)

2001 2000
=
$ Million $ Million
BEETT H # T
(d)  Other items (d HER
Cost of properties sold P % & AR 1.9 4.9
Staff costs (including retirement costs BT RA (L4538 s A
of $7.5 million (2000: $11.1 million))* 7,500,0007C ( —F X AR
11,100,0007C) ) * 58.6 47.3
Auditors’ remuneration A GRS 7.5 7.2
Depreciation* mE 2.7 3.0
Operating lease charges in respect WEKEHERN
of property 1.9 5.0
Rentals receivable from investment - Er e e/ E ik
properties less direct outgoings ¥ 57 1 1,400,0007C
of $1.4 million (2000: $2.2 million) (ZFTEH:
2,200,0007t) (17.3) (18.6)

In addition to the amounts disclosed above,
staff costs and depreciation of $76.1 million
(2000: $70.1 million) and $1.1 million (2000:
$1.0 million) respectively were charged to
cost of construction contracts.

* B LE 2 R B B T AR R T B
JH 4+ HI A 76,100,000 (= 8 24
70,100,0005c) X 1,100,0007C (—~F %
F4E:1,000,0007C) oA BEELF A -
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NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® R M O 4

For the year ended 31st December, 2001 e ELT L H=1T—HILFE
(Expressed in Hong Kong dollars) (LA WA )
6. DIRECTORS’ REMUNERATION 6. EEME
Directors' remuneration disclosed pursuant to section M5 B s (A A RBI) 55161165 H iy 3 55
161 of the Hong Kong Companies Ordinance is as P B
follows:
2001 2000
—E2E2-F TERERA
$ Million $ Million
= A T
Fees 4 0.1 0.2
Salaries and other emoluments i 4 Be L A T <z 17.3 215
Discretionary bonuses i) 7 A6 4T - 0.9
Retirement scheme contributions HRAR A FEE L 3K 0.2 0.1
Compensation for loss of office paid Hi A% 2 \) S AT
by the company e T Al 1 4 11.0 -
28.6 22.7
Included in the directors’ remuneration were fees of HE I 4 A G A AR EE N SO T T R L
$0.1 million (2000: $0.1 million) paid to the 17 % 100,0000C (—FEE4F 100,000
independent non-executive directors during the vyear. J6) M4 e



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

For the year ended 31st December, 2001 W FEE—AE L ZH="+—HILFE
(Expressed in Hong Kong dollars) (LU B8R )
6. DIRECTORS’ REMUNERATION (continued) 6. BEEME A

The remuneration of the directors is within the M < 7E DAE SR N E S ONBLn T

following bands:

2001 2000
—EBE-F _IEETF
Number of Number of
directors directors

EZAH™ EHEAY

$ Nil - 1,000,000 # —1,000,0007C 12 10
$ 1,000,001 - 1,500,000 1,000,001 — 1,500,0007C 2 2
$ 1,500,001 - 2,000,000 1,500,0017C — 2,000,0007C 1 2
$ 2,000,001 - 2,500,000 2,000,001 — 2,500,0007C 1 -
$ 2,500,001 - 3,000,000 2,500,001t — 3,000,00070 1 1
$ 3,000,001 - 3,500,000 3,000,001 — 3,500,0007C - 1
$ 4,000,001 - 4,500,000 4,000,001 — 4,500,0007C - 1
$ 5,000,001 - 5,500,000 5,000,001t — 5,500,0007C - 1
$ 6,500,001 - 7,000,000 6,500,0017c — 7,000,0007C 1 -
$ 8,000,001 - 8,500,000 8,000,001t — 8,500,000t 1 -
7. INDIVIDUALS WITH HIGHEST EMOLUMENTS 7. BEEME AL
Of the five individuals with the highest emoluments, 4 M e AN T (R R
all (2000: all) are directors of the company, whose i) By alE S H 4 O 7T sEe bt -

emoluments are disclosed in note 6.
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NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® R M O 4

For the year ended 31st December, 2001 e ELT L H=1T—HILFE
(Expressed in Hong Kong dollars) (LA WA )
8.  TAXATION 8. MIE

(a)  Taxation in the consolidated profit and loss (@) AR T I B E L

account represents:

The group
PN |
2001 2000
—EE-F XX EH
$ Million $ Million
BEEX )
PRC taxation rh B Ao T 12.1 -
Underprovision/(overprovision) of DU 4F B A s
Hong Kong profits tax in respect I 15 B E A
of prior years NCAC L 2.9 (23.3)
15.0 (23.3)
Share of associates' taxation JRE A1k M 4 2 WD B I 20.5 4.2
35.5 (19.1)
No provision has been made for Hong Kong 51 NI S NN B S N /AT i
profits tax as the company and its subsidiaries AR ER (EBB T mmE) o Hik R
in Hong Kong sustained losses for taxation A A R A5 B AE A

purposes during the year.
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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

8. TAXATION (continued)

(b) Taxation payable in the balance sheets

represents:
Hong Kong profits tax Ry IELYi)
~ tax recoverable — Al AR Al B I
- balance of profits tax — DU AR A 13
provision relating to A 45 B
prior years
PRC taxation H I8 i JH

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

made.

9. LOSS ATTRIBUTABLE TO SHAREHOLDERS

The loss attributable to shareholders includes a loss
of $557.6 million (2000: loss of $1,605.6 million) which
has been dealt with in the financial statements of

the company.

WE FE A = AU
(Lt WA )

8. BLE (#)

(b)  EER RN BIE

The group The company
AEE KD
2001 2000 2001 2000

—EE-F ZEFEFEFE ZEE-F _FEEZHF
$ Million $ Million $ Million $ Million
BEET H BT BET Z:

- (4.8) - (4.8)
2.9 - - -
63.4 53.4 50.3 41.0
66.3 48.6 50.3 36.2

(c) W5 i R 1 Al K A AR S S
£ G R Ay o

9. RREMLEHE

JI PR A B 4R B — AR T H A 2 A B R
F N 5 ¥557,600,000C 2 R (ZEEX
4£:1,605,600,0007C Z &5 18) -
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—ET-FEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

10.

1.

LOSS PER SHARE

(a) Basic loss per share

The calculation of basic loss per share is based
on net loss for the year attributable to ordinary
shareholders of $836.1 million (2000: $1,152.8
million) and on 555.2 million (2000: 5079
million) ordinary shares, being the weighted
average number of ordinary shares outstanding

during the year.

(b) Diluted loss per share

There were no dilutive potential ordinary
shares in existence during the years 2000 and
2007.

CHANGES IN ACCOUNTING POLICIES

Goodwill

In prior years, positive or negative goodwill arising on
acquisition of subsidiaries/associates/jointly controlled
entities was eliminated against retained profits/
accumulated losses or was credited to a capital
reserve respectively in the year of acquisition. With
effect from 1st January, 2001, in order to comply
with Statement of Standard Accounting Practice 30
("“SSAP 30") issued by the Hong Kong Society of
Accountants, the group adopted a new accounting

policy for goodwill as set out in note 1(e).

® x M

( %)

WE EE A = U
(LI IR )

10.

11.

BRER

(a) EBREAXER

i W 35 A i 18 2 14 15836,100,000 7T
(ZFRE 4 :1,152,800,0007T) Y
JBC AR M A s 4 M AN A BE E B AT
Ji& 1) Jin #E SF- 45 #(555,200,000 % (=
T ZEA4F 507,900,000 %) 7 H -

6 BEEI N CEE Y
A5 9851 B R 0 2 A -

& R E WIS T

G

VAAEAF BE - i W OAY J 2 /) s W)
BN )T A ) A R e ) ] B AR
R RSy TR b R PN N
HoFE—F—H—H#E 5 THaEE
B wh Al 2 g A A R Cor Rt BB HE LD #3058
(B30 5EHE Al ) - AL B4R A 1 KT 551 (e)
o 2t ) % v ) B T



EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

1.

CHANGES IN ACCOUNTING POLICIES (continued)

Goodwill (continued)

As a result of the new accounting policy, the group's
loss for the year has been increased by $4.7 million
(2000: $Nil) and there is no change in the net assets
as at the year end (2000: $Nil).

The group has taken advantage of the transitional
provisions set out in paragraph 88 of SSAP 30 with
the effect that the new accounting policy has been
adopted prospectively and no adjustments have been
made to the opening balance of retained profits/
accumulated losses and reserves and comparative
information. The directors consider that positive
goodwill previously charged to retained profits had
been fully impaired prior to 1st January, 2000.
Accordingly, this change in accounting policy does
not have any impact on the group’s loss for the cumrent
or prior year and net assets at the current or prior

year end.

woxR M

A
At

( %)

WE FE A = AU
(Lt WA )

11.

SRR (4)

e (A

Hy A BR FIE JER & R BUR - A AR B AR AE
[ Ji5 848 i T 4,700,0000C (B BE AR
) > FAE IR K R E AR RS (R
TRAF IE) o

A B A 0 5 30 9% T B 25 88 BT ik Y i I
VRSB RE RE > LR AE R A B o B S ] ¢
OB g SR WO AT B B AR R
N LT £ 4 119 90 200 45 6 A L AR o
B o T Gl 2y DA AT AR BERD A PR B i M B
IEFBCR FEFEFE A — HUAMES
PR o R0 > OB B R EUR A 4R I A
J3E w8 LA T4 J3E F s 1R B A A BE R s DA I 4
R TR Y Y e

119



120

ANNUAL REPORT 2001

—ET-FEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

B

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

12.

FIXED ASSETS

(a)

The group

Cost or valuation:
At 1st January, 2001
Exchange adjustments
Additions
- through acquisition of a
subsidiary
- others
Transfer from properties
held for sale
Disposals
Revaluation deficit

At 31st December, 2001

Representing:
Cost
Valuation - 2001

Aggregate depreciation:

At 1st January, 2001

Through acquisition of a
subsidiary

Charge for the year

Impairment loss

Written back on disposal

At 31st December, 2001

Net book value:
At 31st December, 2001

At 31st December, 2000

B ow ok M &

( %)

WE EE A = AL

(LAt W5 77 )
12. BEEEE
Properties Other
Investment held for fixed
properties own use assets Total
Hit
REME BRY% EBXEE g
$ Million $ Million $ Million $ Million
H &L H BT H &L H BT
(a) X&KE
BASEE:
#2001F1H1H 552.6 39.1 44.3 636.0
1 i 3 8 0.7 - - 0.7
g
— R
it I 2 ) - - 0.3 0.3
— HAth - - 1.4 1.4
H 1 8 & iR
VES-UN 1.9 - - 1.9
o (0.8) - (3.2) (4.0)
By 3 (100.1) - - (100.1)
R001%12A318 4543 391 428 5362
¥
Ji A - 39.1 428 81.9
{6 — 20014 454.3 - - 454.3
454.3 39.1 42.8 536.2
Ess:
#2001F1H1H - 7.9 29.4 37.3
7 R U
i J& 2 - - 0.2 0.2
KA E - 0.6 3.2 3.8
FEfil 5 18 - 2.6 - 2.6
H B IR 33 [ - - (3.2) (3.2)
R2001%12A318 - n1 296 407
REFE:
M2001512H 318 454.3 28.0 13.2 495.5
#2000 12 A 31H 552.6 31.2 14.9 598.7




EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

12.  FIXED ASSETS (continued)

(b)

The company

Cost or valuation:
At 1st January, 2001
Additions

Disposals
Revaluation deficit

B %

At 31st December, 2001

Representing:
Cost
Valuation - 2001

Aggregate depreciation:

At 1st January, 2001
Charge for the year

Written back on disposal

At 31st December, 2001

Net book value:

At 31st December, 2001

At 31st December, 2000

woxR M

A
At

( %)

WE FE A = AU

(LU B8R )
12. BEEE (#)
Properties Other
Investment held for fixed
properties  own use assets Total
Hth
REN%E BRY% RBEEE ar
$ Million $ Million $ Million $ Million
H & T H & T H & T A & T
AR
RADEE:
200141 H1H 14.3 30.8 31.1 76.2
wE - - 1.3 1.3
& - - (0.6) (0.6)
H fl e 4 (1.5) - - (1.5)
ROOIF12A3A 128 308 318 754
R&:
A - 30.8 31.8 62.6
fti {6 — 2001 4F 12.8 - - 12.8
12.8 30.8 31.8 75.4
FESE:
#2001 1H1H - 7.0 23.0 30.0
ASEEE - 0.5 2.6 3.1
H B TR 43 [ - - (0.6) (0.6)
WOOIF12B31R - 75 280 35
REBE:
A2001F 128318 12.8 23.3 6.8 42.9
J#20004E12131H 14.3 23.8 8.1 46.2
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—ET-FEEH

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)

Bt %

For the year ended 31st December, 2001
(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,
2001 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 $156.0 million (2000:
$233.8 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 $454.3 million
(2000: $552.6 million) and $12.8 million (2000:

$14.3 million) respectively.

At 31st December, 2001, the group and the
company has pledged certain fixed assets
having a net book value of approximately
$250.9 million (2000: $Nil) and $36.1 million
(2000: $Nil) respectively in accordance with
the terms of the Guarantee and Debenture to
provide security for the bank indebtedness and
the FRNs.

® x M

& (4
HE_-EZ
(LA W5 R )
12.

H )

—AiEtZH=1+—HILFE

BE&EE (4)

(c)

(d)

(e)

REEMEARNF ZHEYEC R
FE M+ A=+ - HEHB T
5 W4T — A R AT 3 (8 R R A PR 2
FIHEAT H A o 5% I 5 BT A2 DAAH B
AR H 2 5 2 ) 3 1 45 VE A

SR A AE w2 B T (E A FE AL
HE o JMAE &5 H > DR AR B 0B B
AL BN 9 156,000,00000 (=%
ZF 4 233,800,0000T) HEWE
075 S BT A E AT A T U A A 4 1] -

AL LIEEH EHHREY kS
SEAR B — ) B B W e = AR
HLATREBESRAE B0 B AR A0 » Jes IR oy
A AR R SR R o A5 SHAR A LR
A G A e

A5 B B AR w) AR SRR T R
L gE7/E SO O
454,300,00070 ( — & & % 4 -
552,600,0007C) % 12,800,0007C
(= FFF4:14,300,0007C)

B EFE—F T H=1—H azls%

) S A L SR AR SR

3l 9% i 1T 93¢ (B 3% 49250,900,000 G

(ZFF T %) 36,100,0007C

(BB RAE ) 1 B RS
SRATE B S i B AR I



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

For the year ended 31st December, 2001 e - ELT G H=1T—HILFE
(Expressed in Hong Kong dollars) (LUt 5 o5 )
12.  FIXED ASSETS (continued) 12. BEEE (#)
() The analysis of net book value of properties (f) Y SR TR E W AT AR
is as follows:
The group &
2001 2000
—g%-% SRREE
Properties Properties
Investment held for Investment held for
properties own use  properties own use

REME BRM%E BREWE H%
$ Million $ Million $ Million $ Million
BET BETT H & T B # T

In Hong Kong TE 7 ¥
- medium-term leases -~ E 61.8 24.4 66.3 27.5
Outside Hong Kong TE 7 W5 DA ANt [
- long-term leases - RHE - 0.9 - 0.9
- medium-term leases - E 3925 2.7 486.3 2.8

454.3 28.0 552.6 31.2
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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt

For the year ended 31st December, 2001
(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
- HHHEE
7E 7 it5 DLS o [
—HHEE

W Kk M O 4

WE EE A = U

(L W sy 7R )

12. BIEEE (#)

(f) Wy EMR TS ER AT ()

AR F

2001
—g%-%
Properties
Investment held for
properties own use
REMF SRS
$ Million $ Million

2000
i
Properties
Investment held for

properties own use

BEY % ERiE/E
$ Million $ Million

BB BB A 8L A # T
12.8 20.6 143 21.0
- 2.7 - 2.8

12.8 23.3 143 23.8




EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

13. PROPERTIES HELD FOR DEVELOPMENT
The properties held for development are in respect of

the land use rights of the two medium-term leasehold

land sites located at Jiangmen and Zhuhai in the PRC.

W TRt ] = — H I
(LU WP 77

13. FRRAENYW%E

P 5% Ji T 4 1) 10 3 e R 6277 b B Y %
T ot DL rp U A R AT B 09 bl R

The group
A%E

2001 2000
—E2E-F —“ZTTE
$ Million $ Million
BEET H &
At cost e A 411.7 41.7
Less: Impairment loss 6 - FE fil s 48 (14.7) (14.7)
397.0 397.0
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ANNUAL REPORT 2001 ZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® R M O 4

For the year ended 31st December, 2001 e ELT L H=1T—HILFE
(Expressed in Hong Kong dollars) (LA WA )
14.  GOODWILL 14. BE
Positive Negative goodwill
goodwill carried in reserves

(note 27(a))
EEE BAGENERE

([ft7E27(a)
$ Million $ Million
BT H T
Cost: A
At 1st January, 2001 RoEE—-HF—H—H - 175.7
Addition arising on acquisition % i I % — [ B & 23 )
of further interest in an MR E
associate 47 -
31st December, 2001 —FEF-Ft-A=t-8 47 1157
Accumulated amortisation: BT E#:
At 1st January, 2001 N_EEZ—F—J]—H - -
Impairment loss FE il 5 18 4.7 -
31st December, 2001 “EE—-FE+HA=+—H 4.7 -
Camrying amount: RE<E:
At 31st December, 2001 N BB
+-HA=Z+—H - 175.7
At 31st December, 2000 R EERA

+-A=+—H - 175.7
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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

For the year ended 31st December, 2001 e - ELT G H=1T—HILFE
(Expressed in Hong Kong dollars) (LA WA R )
15. INVESTMENTS IN SUBSIDIARIES 15. RMBARINRKRE
2001 2000
—EBE-F O EETE
$ Million $ Million
BEET N
Unlisted shares, at cost FE b By #E AR 20.1 20.0
Capital contributions, at cost AR A A 125.8 125.8
Less: Impairment loss I - FE fll s 48 (129.8) (39.2)
16.1 106.6
Amounts due from subsidiaries JRE e T B 2 W) R IR 2,141.1 1,775.2
Less: Provision il - YE A (1,466.1) (842.1)
691.1 1,039.7
Amounts due to subsidiaries JRE A5} BT JB§ 2% W) R IE (322.5) (547.6)
368.6 4921
The balances with subsidiaries are unsecured and not L6 B > ] &% R0 A HEHE > 6 TE I )
expected to be settled within one year. i —4F &S A
Details of the subsidiaries are set out on pages 156 BB 2> R HEIE 51 it 55 156 B £ 55 1598 -
to 159.
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ANNUAL REPORT 2001 ZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® xR M HE 4

For the year ended 31st December, 2001 e ELT L H=1T—HILFE
(Expressed in Hong Kong dollars) (LU 85 R )
16.  INTEREST IN ASSOCIATES 16. HtENATER
The group The company
big | KAH
2001 2000 2001 2000

—EE-F Z%ZFEFE ZEE-F _FLXEF
$ Million $ Million $ Million $ Million
BEET Z: BB H BT

Unlisted shares, at cost E R N - - 153.3 153.3
Capital contributions BEABA - - 21.8 321.8
- - 175.1 4751
Share of net (deficits)/ MELL (B4 /& &
assets HE (513.2) 82.0 - -
Amounts due from associates JRE i gk 75 /A ) 3R 2,605.7 2,290.6 2,006.5 1,745.2
Loans to associates BEnFZ BEHR - 530.3 - 284.9
Less: Impairment loss 6 FE il s 18 (22.8) (22.8) (656.3) (428.2)
2,069.7 2,880.1 1,5625.3 2,077.0
Amounts due to associates JAE A5 Mgt 8 2 ) A (37.7) (37.9) (37.7) (34.5)
2,032.0 2,842.2 1,487.6 2,042.5
The balances with associates are unsecured and not B B N B 0 &5 R0 I HRHR > 6 S TEHA T
expected to be settled within one year. N —ENEEE
The balance of amounts due from associates includes JE iz B 4 R & % 8255 50,000,0000T (—
$50.0 million (2000: $486.1 million) which is interest- X TAAE 1 486,100,0007T) A A B FKIH o

bearing.
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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

For the year ended 31st December, 2001 BEZFEEF—F T ZH=1T—HIFFEE
(Expressed in Hong Kong dollars) (LU B8R )
16.  INTEREST IN ASSOCIATES (continued) 16. BtELTRER (4)

(a)  The group is involved in various PRC (a)  ASER % 8 A W8 /A R I HE 45 2 B
infrastructure, property investment and ZIEp ARG R L
development projects through its interest in o N B L 34y 555 EE W AT
associates. Listed below are the material K FE EEH-

associates and their principal activities.

Net
amounts
due from
% interest Share of associates,

attributable net assets/ after 2001 2000

Associate to the group  Principal activities (deficits)  provisions Total Total
r58 EK

JE4h g EfhEE/ HEAR ZB3-F _ZTTF

4

BeENT BAE FEEK (B #) %6 NERE @ i
$ Million $ Million  $ Million $ Mi
BET BER BER ER:

Hainan Yangpu 30%  HYLD is constructing (4.3) 4.3 - 334.7
Land Development infrastructure facilities in the
Company Limited Hainan Yangpu Economic
("HYLD") Development Zone and has

development rights for
approximately 30 sq km of
land. The infrastructure
facilities have been
substantially completed and
the usable land sites are
being marketed for sale to
investors planning to set up
business in the zone.

il 6 1 1 O
TR % BRI
ARAHE ARl fih =1 T
(IR PR ) T B AR B - A

BRME KI5 M- o
i 70 4 S B i 05
& aHBITE R R s oL
B BE S
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ANNUAL REPORT 2001 ZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® R M O 4

For the year ended 31st December, 2001 e ELT L H=1T—HILFE
(Expressed in Hong Kong dollars) (LA WA )
16.  INTEREST IN ASSOCIATES (continued) 16. BERNT#ERE (4)
Net
amounts
due from
% interest Share of associates,
attributable net assets/ after 2001
Associate to the group  Principal activities (deficits)  provisions Total
rEE i
JE4h 4 EihEE/ BELR C—BB-F
4 N BA%E  IEXH (&) #E  REFE ag

$ Million $ Million $ Million
BET BET BET

Karbony Investment 40%  Karbony holds a (197.8) 848.0 650.2
Limited (“Karbony") commercial, residential and
retail complex, Shun Hing
Square, in Shenzhen, for
investment and resale

purposes.

KarbonyfE & Yl — 1%
CRV RPN
RRES g &
il

Hong Kong Construction 40%  SMC holds a commercial, 197.6 108.8 306.4
SMC Development residential and retail
Limited ("SMC") complex, CITIC Plaza, in
Guangzhou, for investment

and resale purposes.

Tl g R WL TE R M B — T
BREARAHA fE B a K-
([85%1) iR fEBE R

g

2000
Total

465.5



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001

W X MY R (4

WE FE A = AU

(Expressed in Hong Kong dollars) (LA WA R )
16.  INTEREST IN ASSOCIATES (continued) 16. HEE QTR (H)
Net
amounts
due from
% interest Share of associates,
attributable net assets/ after 2001
Associate to the group  Principal activities (deficits)  provisions Total
r&E e
JEih EifEE,/ HENT -BT-F
BENT A% IEXH (B4) FE  HERE BH
$ Million $ Million $ Million
EE- Y E- Y E- ¥
Yangpu Power (HK) Co. - YPHK operated a 314- - - -
Limited ("YPHK") megawatt electricity power
generating station in Hainan
in previous years. During
the year, YPHK
disposed of the power
plant to an unrelated
third party and the group
increased its interest in
YPHK to 100%.
HHEN (BB HHENEUE G
FRA g — 314 T M3 Bk o
(MW EN]) TR ¥ T i 3 R
T RREE = AR
TV O B 1 428 1 %.100%
Hong Kong Construction 50%  Kam Lung has a 40% (50.6) 466.8 416.2

Kam Lung Limited
("Kam Lung")

interest in the Palace Hotel
in Beijing.*

Kam Lung 4 16 2 E Jif 5%
40% HHE 45 o+

2000
Total

@

©“
o=
=
SS

685.2

4025
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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

INTEREST IN ASSOCIATES (continued)

% interest
attributable
Associate to the group
8- !
EfEER
BELR R ES
Dorboy Investment 50%
Limited (“Dorboy”)
BRRE
HRAR (%))
Right Choice 27.5%
International
Limited
("Right Choice")
Quick Wealth 50%
Investments
Limited
("Quick Wealth”)
hE ity
HRAR (MHED

® x M

( A

WE EE A = U
(LI IR )

Principal activities

EX:3

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

BERORRERI
RE D B E
KR g

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

Right Choicelf #
J 0
TRAE K-

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

HEHA LR
SR L R
H13%64%H) 1

an
ﬁﬁo

16.

Share of
net assets/
(deficits)

i 313-1- 74
(B 4) #E
$ Million
EE-¥

(277.1)

(39.0)

(167.7)

BENT RS (4)

Net
amounts
due from

associates,
after
provisions
fel
HENT
REFE
$ Million
EE-¥

399.4

244.4

429.5

$ Million
BET

122.3

205.4

261.8

2000
Total

A
A

[l

2 W

= 3 A

“
=
S
=}

m
3
ISt

197.0

195.8

2785



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

<>

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)

For the year ended 31st December, 2001 BEZFEEF—F T ZH=1T—HIFFEE
(Expressed in Hong Kong dollars) (LU B8R )
16.  INTEREST IN ASSOCIATES (continued) 16. HERTEDR (4)

% interest
attributable
Associate to the group  Principal activities
A%E
EhER
BeEng A% IEXH
Others
Hits

Total balance at 31st December
B A=t —HEBEH
Receivable included under current assets (note 21)

VD 95 I RO (W 2E21)

During the year ended 31st December, 2000, approval
was obtained from the PRC authorities to convert the
Palace Hotel Co. Limited from an equity joint venture
enterprise to a co-operative joint venture and to extend
the operations licence period from 17 years to 48 years
ending on 11th November, 2033, subject to certain
conditions precedent. The extension of the operation
licence period was obtained during 2001. On bth
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. As
at the year end date, all the conditions to the sale and
purchase agreement have not been fulfilled and
therefore the disposal has not been accounted for in
these financial statements. No loss is anticipated to
arise from this partial disposal of the group’s interest
in Kam Lung.

Net

amounts

due from

Share of  associates,
net assets/ after 2001 2000
(deficits)  provisions Total Total

el
EihEE,/ HELNR C-BB-F “I%TE
(B4 #E  HERE ag aE
$ Million $ Million $ Million $ Million

HER EET - P A&

25.7 139.0 164.7 169.7
(513.2) 2,640.2 2,127.0 3,613.8
- (95.0) (95.0) (671.6

(513.2) 2,545.2 2,032.0 2,842.2

* AR BN B B R A ME £ R
JEAWRAFH —REERECEELH1E
KA 3 0 FL AR M RO I PR g1 7 4
ERER -F==FF+—H+—HI1:H48
AF 5 MEJE AT I 0 R A o A5 R BRI 3
RO R —FF-FHEHEERE RN X
FHEFTZH A H AL Al Kam Lunghy 3k
Iﬂﬂiﬁ%ﬁT*fﬁﬁﬁ?ﬁﬁ%’fTﬁ%’uﬂ
£ Kam Lungfd 5% M 35 T 3% [\ B & - it
FHEEH BRI S EHE W RN G
A6 1> B TE B IR R RO B R R A
He M A SE i Kam Lung®) #B 4>
HE £5 A &t BLAE o 5 48 -

)
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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt % W &

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

16.  INTEREST IN ASSOCIATES (continued)

(b)  Additional information in respect of certain of

Fff

At (A

WE EE A = U
(LI IR )

16.

BENT RS (4)

(b) 3T Bl b 7 51 A 4 I o2 % B 5 24

the group's material associates listed above is W) BAN R
given as follows:
SMC YPHK
Karbony B FHES
2001 2000 2001 2000 2000
“EE-F CZEEZEF ZBB-§ ZEEFF ZEZEEF
$ Million $ Million $ Million $ Million $ Million
H# T BER H# T BER H e
Profit and loss account BER
Turnover e 71.3 197.4 12.2 266.6 34
(Loss)/profit attributable i S A
to shareholders (J&5 18) /i A (89.0) (201.3) (144.9) 45.9 (1,318.9)
Balance sheet EEBER
Non-current assets TR G E
Investment properties REWE 923.8 988.2 1,936.8 2,008.1 -
Power plant HE R - - - - 9235
Others HAl 294.3 293.4 49.8 76.4 -
1,218.1 1,281.6 1,986.6 2,084.5 923.5
Current assets TE 108.5 292.7 1,088.4 407.3 102.0
Current liabilities A E (325.5) (397.8) (1,326.4) (362.0) (423.3)
Non-current liabilities I B R (1,075.3) (1,162.2) (1,218.8) (1,229.7) (2,373.8)
Net (liabilities)/assets FAK /G (74.2) 143 529.8 900.1 1,771.6
Contingent liabilities A B - 46.0 - - 990.0

During the year, YPHK became a subsidiary of the
group after the disposal of its power plant to an

unrelated third party.

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

AEEBE A AE W SR T — R B M =
HAZ TR S A AR B B AR

o

&
=R

Ik

s A A FE R A 55160 H £ 55 162

o

v
/



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® X M & s

BE = FF i S U

For the year ended 31st December, 2001 =
(Expressed in Hong Kong dollars) (LA WA R )
17. INTEREST IN JOINTLY CONTROLLED ENTITIES 17. EE&LQRER
The group The company
rEE ¥ N
2001 2000 2001 2000
ZEE-F —FEEF CZBE-F _—EEELHF
$ Million $ Million $ Million $ Million
BEET H BT BET Z:
Share of net deficits JRE A Ji 4k (193.3) (9.2) - -
Capital contribution, at cost AT AR - - 96.8 96.8
Amounts due from jointly Y =g/
controlled entities FUE 342.8 277.0 329.3 262.1
Less: Impairment loss W < FE o s 4R - - (297.4) (173.0)
149.5 267.8 128.7 185.9
Amounts due to jointly JE At £ 7 )
controlled entities FUR (11.9) (92.9) - (82.1)
137.6 174.9 128.7 103.8

The balance 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 $193.3 million (2000: $162.5 million)

which is interest-bearing.
Details of the jointly controlled entities are set out

on pages 163 to 164.

~ ] A R 7 A S A TE R

7 % 2 45 193,300,000

JE W& & N T IR &
CERERF162,500,0000T) A EEK

m ol

BN TR RN 163H 25 164H -
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ANNUAL REPORT 2001 ZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B % 3} x M ( 4 )
For the year ended 31st December, 2001 e ELT L H=1T—HILFE
(Expressed in Hong Kong dollars) (LU 85 R )
18.  OTHER NON-CURRENT FINANCIAL ASSETS 18. HMttFEREBHMEEE
The group The company
big | KAH
2001 2000 2001 2000

—EE-F Z%ZFEFE ZEE-F _FLXEF
$ Million $ Million $ Million $ Million

BEET Z: BB H BT
Non-trading securities - kEERS -
equity securities B AR E %

Unlisted F b 12.7 13.6 12.7 13.5
Listed in Hong Kong {7 b 9.4 12.4 0.7 0.7
221 25.9 13.4 14.2

Market value of listed ETESETE
securities 9.4 12.4 0.7 0.7

19.  PROPERTIES HELD FOR SALE 19. EHERENWME

Included in properties held for sale are amounts of
$123.0 million (2000: $198.6 million), stated net of a
general provision, made in order to state these
properties at the lower of their cost and estimated

net realisable value.

VE 858 F & 09 W) 36 648 R — M M 45 1Y
¥ 2% 123,000,000 ( = F F &4
198,600,0007%) » LA SR BUA li il 51w 4
R N E i L E R PN R 7/



EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt & #m &k MY = o4
For the year ended 31st December, 2001 e - ELT G H=1T—HILFE
(Expressed in Hong Kong dollars) (LU B8R )
20. TRADING SECURITIES 20. EEERZENRES
The group The company
rEE ¥ N
2001 2000 2001 2000
ZEE-F —FEEF CZBE-F _—EEELHF
$ Million $ Million $ Million $ Million
BEET H BT BETT Z:
Equity securities listed in R LT
Hong Kong (at market value) FREAS 7% 5 (42 717 ) 0.3 0.3 - -
21. TRADE AND OTHER RECEIVABLES 21. BEWERF R H & WK
The group The company
rEE AT
2001 2000 2001 2000
—EE-F _—EEEF CZBE-F _“EEEHF
$ Million $ Million $ Million $ Million
BEETT H &t BEEL A& T
Gross amount due from customers B % F 4 4
for contract work (note 22) TR (M722) 268.2 139.8 89.2 45.5
Amounts due from associates JRE Wi Y 7 ) IR
(note 16(a)) (Kfit16 (a) 95.0 671.6 95.0 671.6
Debtors, deposits and JRE WS HR  He  K
prepayments A 622.7 955.4 511.1 759.7
985.9 1,766.8 695.3 1,476.8

The balance of amounts due from associates is
unsecured and non-interest bearing (2000: included

$576.6 million which was interest-bearing).

JHRE AT s 5 ) ST s A I B SIS % 5 A R
I (—FERTAF: 1$5576,600,00000 44
BHEE) -
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—ET-FEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ® xR M HE 4

For the year ended 31st December, 2001
(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 FEDW2M A

2 to less than 6 months 2% Y itefi A

6 to less than 12 months 6% DI 1218

12 months and more 1248 A

Retention monies receivable — 4 7R 31 3 e i
due within one year R ¥

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 setled
within one month with retention monies withheld but

released on the issuance of relevant certificates.

WE EE A = U
(LI IR )

21. BUWERRRH b UK (40

JRE W SR 0 B A R W T 4 IEE WO 3R (2
FHBR SRR JI M ) > JLBRE 20 B 4T

The group The company
- | AN

2001 2000 2001 2000
—BR-F CFTTHE -BE-F TLEH
$ Million $ Million $ Million $ Million
=) i #T BB F # e
186.7 180.0 176.8 166.2
23.8 51.7 23.7 471
14.2 109.6 12.7 99.6
106.3 134.9 100.1 92.5
331.0 476.2 313.3 405.4
103.4 132.3 103.4 132.3
434.4 608.5 416.7 537.7

A RS H S S BRI —
e i S e BELAT R R bR e RS A
2 ) TR B K R R — O R REEE A
AR PR B RRCRRLAR » S — WA A SR T R A
TRy A B B ] R AR AR



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)
w®OoxR M

L)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

22. CONSTRUCTION CONTRACTS

The group

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

Progress payments received and

receivable

At 31st December, 2001

At 31st December, 2000

The company

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

Progress payments received and

receivable

At 31st December, 2001

At 31st December, 2000

%

AEE

ZEE AN E R
Wi B AR 2
e 2 s 15

£ i e o
it K

R20015 128318

*2000412A31H

ENYNG

ZEE AN E R
Wi B AR 2
e 2 s 15

£ i e o
i K

R20015 128318

*2000412A31H

At (A )

WE FE A = AU

(LU W5 7R )

22. BEEN

Gross
amount
due from
customers

for contract

Gross
amount
due to
customers

for contract

work work Total
EhEF ENEFR
BHIRMBE ANIRKEH k]
$ Million $ Million $ Million
H &0 H &0 A &0
1,2569.1 1,379.3 2,638.4
(990.9) (1,543.5) (2,534.4)
268.2 (164.2) 104.0
139.8 (150.4) (10.6)
956.0 1,370.4 2,326.4
(866.8) (1,530.2) (2,397.0)
89.2 (159.8) (70.6)
455 (150.4) (104.9)
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—ET-FEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

22.

CONSTRUCTION CONTRACTS (continued)

Included in the gross amount due from customers
for construction contracts of the group is $179.0
million (2000: $94.3 million) relating to contract work
of which one of the company’s subsidiaries is a sub-
contractor. The subsidiary has during the year
submitted claims to the employer, which is one of
the group’s jointly controlled entities, in respect of
the work in progress. The claims are currently disputed
by the employer principally on the basis that certain
contra charges have yet to be agreed. Advances
received from the employer amounted to $181.0
million as at 31st December, 2001 (2000: $54.8
million). No counterclaim from the employer has been
received by the subsidiary up to the date of approval
of these financial statements. The construction
contracts were substantially completed during the year
and the matter has subsequent to the year end been

placed under arbitration.

Based on legal advice, the directors are confident
that the subsidiary will succeed in its claims and
accordingly, the gross amount due from customers
for contract work of $179.0 million will be recovered
in full and no provision is considered necessary in

this respect.

® x M

( A

WE EE A = U
(LI IR )

22.

BESH (4)

AREEBEWEFT A4 TRAHECQRE
179,000,0007C ( —& E% 4::94,300,000
T6) AL H— TR 2 RIAE o LR Y
FREED A oI A BE N > SZ B 2 A C ke
Wi A5 %) TR e HE PR R TR %
B ERAEE -G8 AR %R 1%
PR 25 1 3 0 2 P A i K B ek 1T B8 AE 3 5%
REERELFaw-R 2R —F TN
=+ — H B d & R E E MK
3£ 181,000,0000C ( — F F F 4f :
54,800,0007C) ° FL 4% A% B ¥ 28 4% e iR
H 2y 1k 5% B 82 wlNiE Rl 3 HAR 348
R R G BE SO INAFE K
458 B TR B R O RS R AT
T 3o

WBEEE R EFFTAEOCZMBL A
M RE B Th AR R ME o B> & b
179,000,000t B E W % F & ) L A%
31 8 A Bl ] > B 25 L IR BOHE fi o



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

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

receivable from customers recorded within the

following categories is detailed below:

Non-current receivables I i B 1 ik
Amounts due from jointly JE A 8 A FEOE

controlled entities

23. CASH AND CASH EQUIVALENTS

Deposits with banks and other AT K H A

financial institutions R
Cash at bank and in hand SRATH A
$4

WE FE A = AU
(Lt WA )

22. BESH )

AEE HBTE R TR & &> sC AT 5B
4 BE W % 5 DR B SRR O RE I T

The group The company
gL | AN
2001 2000 2001 2000

—®T-5 _AEEF -BR-F EEEE
$ Million $ Million $ Million $ Million

BET A 8T BEET A 8T
48.3 54.2 48.3 54.2
13.6 13.6 - -
61.9 67.8 48.3 54.2

23. BERBELEEY

The group The company
AEE NG
2001 2000 2001 2000

—e%-5F _ZEEF -BB-F _FEEH
$ Million $ Million $ Million $ Million

BE® A 8L B&ER A 8L

23.9 - 10.0 -
409.3 69.8 280.9 17.7
433.2 69.8 290.9 17.7
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ANNUAL REPORT 2001 ZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)
B % ®m X KM O

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

24.

25.

PLEDGED DEPOSITS

(a) At 31st December, 2001, deposits of the group
and the company included amounts of $18.9
million (2000: $17.2 million) and $6.1 million
(2000: $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 (2000: $119.6 million) and $27.2
million (2000: $83.7 million) respectively.

(b) At 31st December, 2001, 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.

TRADE AND OTHER PAYABLES

Advances received from a jointly Bt A& ¥

controlled entity A
Creditors and accrued expenses  MEffHE 2 &
M=% H
Gross amount due to customers ~ ER &P 44 T
for contract work (note 22) A (MaE22)

Other loans (note 29) HAib &35 (Mfi29)

( %)

WE EE A = U

(L W5y

)

24. EREXK

(a)

(b)

RoEE—F+ A =+—H &%
T A NI/ <1 N S5 [ S =
18,900,0007C ( — F & & 4 :
17,200,0007t) }6,100,0007C (—
FTEZFEAF16,100,00070) HIFF F K
T T HRAT > ME Ly 3% T A4 B K B
AN 1 7/ S = Sy i [ <
63,900,000 ( — & F & 4 :
119,600,0007C) 27,200,000
(. FRF 4 :83,700,0007C) 4117
S GOEIREE

BoBEE L S AR
0 A 2 9 40 7 0 )1 A
e P EVNEE A Rl

AT H

25. BEBRRRAEMNSRK

The group The company
X&EE PN

2001 2000 2001 2000
—¥¥-F “FETE -BF-F FEEH
$ Million $ Million $ Million $ Million
HET H & TT HET ) ¥
181.0 54.8 - -
982.2 1,129.4 837.1 882.4
164.2 150.4 159.8 150.4
120.0 151.6 120.0 151.6
1,447.4 1,486.2 1,116.9 1,184.4




EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

L)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

%

25. TRADE AND OTHER PAYABLES (continued)

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

EEDR2MAH
VERD N
6% V1121
1218 A

— A A 5] 300 A
it B R

W ok M O (@)

WE FE A = AU
(Lt WA )

25. BNUERRRAEMEMSRK 4)

R ARH iR % EL A R AR £ 455 R A BR %
F S48 L AR 0 A A

The group The company
X&EE PN

2001 2000 2001 2000
“BR-F “FTTTHF ZBF-F “TTTH
$ Million $ Million $ Million $ Million
BB i #TC HET i # T
130.1 242.0 118.4 101.5
16.7 98.3 16.7 98.3
30.7 11.9 30.7 11.9
25.5 10.9 20.3 10.9
203.0 363.1 186.1 222.6
83.2 165.8 83.2 165.8
286.2 528.9 269.3 388.4
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NOTES ON THE FINANCIAL STATEMENTS (continued)

B %
For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)
26. SHARE CAPITAL
Authorised: ZE:
Ordinary shares of $1 each T (95 1o
i 8 48
Issued and fully paid: ERTRAR:
At 1st January M1 ATH
Shares issued according to MR 0 i Tk 2 8
share placing and E L il s
underwriting agreement
Shares issued according to the T ML O 58 0 i o
share subscription agreement AT B 17 0 R 4
At 31st December ®1231H

R xR M R

( %)

WE EE A = U
(LI IR )

26. KA
2001
—g%-¢ “ERRE

No. of share $ Million  No. of share $ Million
ROEE BETR R #H BB
800,000,000 800.0 800,000,000 800.0
507,853,996 507.9 507,853,996 507.9
65,000,000 65.0 - -
35,000,000 35.0 - -
607,853,996 607.9 507,853,996 507.9

On 13th June, 2001, the company entered into:

(a) a share subscription agreement with Shanghai
Construction (Group) General Co ("SCG")
under which SCG conditionally agreed to
subscribe for 35,000,000 new ordinary shares
of the company at the price of $1.12 per share;
and

(b) a share placing and underwriting agreement
with BNP Paribas Peregrine Securities Ltd
(“BNP") under which BNP conditionally agreed
to place 65,000,000 new ordinary shares of
the company with independent placees at the
price of $1.12 per share on a fully underwritten
basis.

65,000,000 and 35,000,000 new ordinary shares were
allotted on 5th and 26th July, 2001 respectively.

R EERNA T ZH AR S

(a) HIVWET EEH) BAXR([LEE
T 1) FT 7 ey wR W W o 95 > i
BT AGEMEZELGRIER/12
JC > 521 35,000,000 8% A/ & 57 % 5
K

(b) HEBEEORETEHESREARAA
(B %) 5T B X
oW B E B R E =i A
B B A M O ST K S OA i B
65,000, 0008 Hr B 1> & B /E{E 1.12
Tt

65,000,000 /% 35,000,000 /8% 7 & %8 i J1%
Eanlk —F%F—FLAHH &K =+/NH
T Lhgr i e



EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

For the year ended 31st December, 2001

NOTES ON THE FINANCIAL STATEMENTS (continued)

(Expressed in Hong Kong dollars)

26.

SHARE CAPITAL (continued) 26. BRA (4)

The company has a share option scheme which was
adopted in previous years whereby the directors of
the company are authorised, at their discretion, to
invite employees of the group, including directors of

any company in the group, to take up options to

B % ® X M & s

(LU W5 7R )

subscribe for share of the company. At 31st i

December, 2001, the outstanding options were:

Date
option granted

BTRS

20th May, 1998
19984 5/ 20H

18th June, 1998
1998%F6H 18H

28th September, 1998
19984F 9H 28H

12th June, 1999
1999461 12H

Period during which Exercise
options exercisable price
T ERRERE TEER
20th November, 1998 to 19th May, 2005 $3.48

19984111 20H #20054E5 419 H

18th December, 1998 to 18th June, 2005 $2.29
1998412H 18H £2005%6 H18 H

28th March, 1999 to 28th September, 2005 $1.48
199943 A28 H % 200549 28H

12th December, 1999 to 12th June, 2006 $2.94
19994124 12H £200646 H12 H

WE FE A = AU

DAFE AR BE A A R ER A T — JH R BOHE RT )
MRyRE HEH#> A AR EFE g L BT
B AL EN RS GF LA LE 2
0N R R WAL )RR e
FEF A=t B RAT B R BHE fn

Number of options

outstanding

2001 2000

FRATERRER
—g%-5  -¥EF
20,520,000 26,920,000
4,950,000 8,950,000
6,000,000 7,500,000
- 500,000
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ANNUAL REPORT 2001 ZEZ-FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

B OB W O x W = 4
For the year ended 31st December, 2001 e ELT L H=1T—HILFE
(Expressed in Hong Kong dollars) (LA WA )
27. RESERVES 27. f#fE
Revaluation reserves  (Accumu-
Investment lated
Capital innon- losses)/
Share redemption Capital Exchange Investment  trading  retained
premium  reserve  reserve  reserve properties securities profits Total
Eftfif
X $EE (EHER)
ROKE BORE EREE EiRG  RENE RHRE /REEN 8%
$Million — § Millon  § Million ~ § Million § Million ~ § Million 8 Million ~ $ Million
HET [y HHx H# HET [y H# HET
(a) The group (@) A£H
At 1st January, 2000 120006 17 1H 1,361.4 4.6 4757 (8.4) 58.2 (16.3) 9058 2,791.0
Exchange differences AR T &
on translation of financial MFEL
statements of foreign entities % - - - (4.6) - - - (46)
Revaluation deficits AEEFHEY
for the year - - - - (33.3) (5.7) - (39.0)
Realisation on disposal HEE - - - - (13.0) 5.4 - (76)
Loss for the year AEEBR - - - - - - (1,1528) (1,1528)
At 31st December, 2000 142000 121 31H 13614 6 4757 (13.0) 119 (16.6)  (247.0)  1587.0
At 1st January, 2001 20011710 1,361.4 1.6 475.7 (13.0) 19 (16.6) (247.0)  1,587.0
Exchange differences WA T BB Sk
on translation of financial MR
statements of foreign entities % - - - 0.1 - - - 0.1
Write off during the year AR B - - (300.0) - - - - (300.0}
Revaluation deficits for the year AEEEHES - - - - (24.6) (38) - (28.4)
Impairment loss transferred BHRGRMEN
to profit and loss account ER - - - - - 200 - 20.0
Realisation on disposal ik 4 - - - (2.4) 19.0 - - 16.6
Shares issued RS 8.2 - - - - - - 8.2
Loss for the year AEEER - - - - - - (836.1)  (836.1)
At 315t December, 2001 R 2001 128 31R 13696 146  TI  (153) 63 (04) (108.1) 4674




EHHEER () BRAF

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

27.

RESERVES (continued)

Included in the opening balance of capital reserve of
the group and the company is an amount of $300.0
million (2000: $300.0 million), being the unrealised
gain on subscription of land for shares in an associate.
During 1993 the company, together with other joint
venture partners, set up an associate in the PRC,
Hainan Yangpu Land Development Co Ltd (“"HYLD"),
for the development of the Hainan Yangpu Economic
Zone (“the Zone"). The paid up capital of HYLD is $1
billion and the company has a 30% interest which
was satisfied by way of a transfer of the rights in the
development of the Zone originally vested with the
company to HYLD. As a result, an unrealised gain of
$300.0 million was created and included in capital
reserves and will be realised if and when the group’s
interest in HYLD is disposed of to third parties. During
the year, the directors have re-assessed the
recoverability of the group’s investment in HYLD and
consider it appropriate to make full provision in this
respect due to the slow down of the development of

the Zone.

Included in the figure of investment properties
revaluation deficits for the year of $24.6 million (2000:
$33.3 million) are $0.9 million (2000: $37.8 million)
attributable to associates.

Included in the figure for the accumulated losses is
an amount of $636.5 million (2000: $421.0 million)
being attributable to associates; and an amount of
$293.8 million (2000: $108.9 million) being attributable
to jointly controlled entities.

woxR M

A
At

( %)

WE FE A = AU
(Lt WA )

27.

##E ()

A% AR T S AR )t A ) A B b AL A
A b 8 0 N A R oK B Bk 45
300,000,0007C ( —&FEZ 4 :300,000,000
J6) o — JLIL= AR A 2 E) R A A
WA R T KBS AR B
VO L b B A BRA A (T L b)) LA
B R TV A R B I o VE W b
BUE A F51,000,000,0007G » A 23 w1 i Ak HE
45 4 30% » S AR A A8 W] JE eI TR T
b Y VR I BH EERE Y S e H K
A fi% 4 TE 9 E 52 A 300,000,000 A9 & 4
Bl i o da TE 0o A% € 7E A S T AE
T ) R R B T AR S O R TR e AN 4K
HOP A AZAE > B G Rl Bl R R R
B RIS o AL A B AR A
B R R -

A AF i BE W) 56 1) A g 44 24,600,0007T

(= ZEE4F:33,300,00070) £ 475 HE 1
N A E AN S 44 900,00000 (B TR
37,800,0007C) °

T

ESN FEERORRY Y - AN F
636,500,0007C ( —~FZE%E 4 :421,000,000
J6) R AL A A R B 5T E15293,800,000
JC (= FZF ZF4:108,900,000C) °

147



148

ANNUAL REPORT 2001

- =

T —FEFR

NOTES ON THE FINANCIAL STATEMENTS (continued)

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

RESERVES (continued)

(b) The company

At 1st January, 2000
Revaluation deficits

Loss for the year

At 31st December, 2000

At 1st January, 2001

Write off during the year

Revaluation deficits for the year

Impairment loss transferred to
profit and loss account

Shares issued

Loss for the year

At 31st December, 2001

Bt %

(b) A

14 20008 11 1H
Bl
KERER

14 20006 12/131H

2001 14 10
L i
FEREM G
B EREN
FlEH
BhfkR
KERER

20015128318

® x M

A
at

( A

WE EE A = U

(LU 85 R )
27. f#%B (#)
Revaluation reserves  (Accumu-

Investment lated

Capital innon-  losses)/

Share redemption ~ Capital Investment  trading retained
premium  reserve  reserve properties securities profits Total

Effife
-0 #EE (RHEB

RHKE EERE E5EE RENE BHRE /REEH 4E
$ Milion 8 Million§ Million § Million  § Million 8 Million § Million
&L &L HETL HETL HETL EL-Ws EY-s
1,361.4 14.6 300.0 32 (10.9) 5473 2,215.6
- - - 2.2) (1.8) - (4.0
- - - - - (1,606.6)  (1,605.6)
1,361.4 14.6 300.0 1.0 (12.7)  (1,008.3) 606.0
1,361.4 14.6 300.0 1.0 (12.7)  (1,008.3) 606.0
- - (300.0 - - - (300.0)
- - - (1.0) (0.8) - (1.8
- - - - 13.1 - 13.1
8.2 - - - - - 8.2
- - - - - (657.6) (557.6)
1,369.6 14.6 - - (04) (1,615.9)  (232.1)

At 31st December, 2001, the aggregate amount

of reserves available for distribution to

shareholders of the company was $Nil (2000: $Nil).
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EHHEER () BRAF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

For the year ended 31st December, 2001

NOTES ON THE FINANCIAL STATEI\/IENTS (continued)
B & | O&x M = 4)

WE FE A = AU

(Expressed in Hong Kong dollars) (LA WA R )
27.  RESERVES (continued) 27. fR#& ()
(¢)  The applications of the share premium account (c)  JBE >k 158 B A A 16 (] £k B 1O B

and capital redemption reserve account are FO& 430l 52 A s (A R R 55488
governed by sections 48B and 49H of the Hong 166 T 55 AQH A JiT % Wk o
Kong Companies Ordinance respectively.
The capital reserve (except for the amount of AN T B RS HE L T E A (DL LT
$300.0 million mentioned above), exchange 2 M f91300,000,000 7T # 48 K41 )
reserve and revaluation reserves have been B St 45 D B Aty (ot 45 SIS0 8 AR 9
set up and will be dealt with in accordance B JE 2 1 ~ Tk A E) B Ay s ED T
with the accounting policies adopted for AR SR A R EA R E Y ¥
negative goodwill arising on subsidiaries, FIE B E R IR I B 0 & R EOR (K
associates and jointly controlled entities, FE1) BE IS LBk A o
foreign currency translation and the revaluation
of investment properties and investment in
non-trading securities (note 1).

28.  MINORITY INTERESTS 28. VERREzDR

b B RO £ B 20 B BT

Minority interests are analysed as follows:

2001 2000

—EE-F ZXEEH

$ Million $ Million

BAET B &

Minorities' share of net deficits 70 S R A s A v A (110.5) (110.5)
Loans from minority shareholders D BB R B K 189.6 177.4
79.1 66.9

PRI 7D e B 42 3t T BRI > W SLHE A
s b BUR ARG B AR L iR

The share of net deficits by the minority shareholders
are recognised in the consolidated balance sheet as
they have provided financing to the subsidiaries.
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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

29.

INTEREST-BEARING BORROWINGS

At 31st December, 2001, the interest-bearing
borrowings, which are all repayable on demand or
within 1 year, were secured as follows:

Bank overdraft BITEL
- secured — H &4
- unsecured — HHE 3K 4

Bank loans MITEH
- secured — H &4
- unsecured — JHE 3K 4

Other loans H A &35
- secured — A &4
- unsecured — S

Floating rate notes B E
- secured kil
- unsecured — S

Included in the balance of other loans is a loan from
a related party, China Everbright Holdings Company
Limited, amounting to $120.0 million (2000: $30.0
million). The loan is unsecured, interest-bearing and
repayable on demand.

R xR M R

( %)

WE EE A = U
(LI IR )

29. HEREMEX

R oEE-F+ A=+ —H2HEE
i Y 25 TR A 3 20 R By 1 4 A H

HE ARG DA -
The group The company
X&EE PN

2001 2000 2001 2000
—8¥-F “FETE -BF-F FELH
$ Million $ Million $ Million $ Million
HET H 3T HET ) ¥
31.3 - 30.8 -
- 23.6 - 23.6
1,749.0 1,091.2 1,599.1 948.9
56.7 1,1378 - 1,006.7
1,837.0 2,252.6 1,629.9 1,979.2
- 84.9 - 84.9
120.0 66.7 120.0 66.7
120.0 151.6 120.0 151.6
206.2 - - -
- 288.6 - -

Ho At 85 Ak R 6 45— B 2 A (o Ot
K4 M A BR 2\ #9120,000,0007C £ 3K
(= FF L4 :30,000,00078) © % A F I
AR A > Al B S A 4 A A I AR o
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

30.

31.

FLOATING RATE NOTES

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

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 i JB 2
Associates* /NI
Others Hb

At 31 December 2001, guarantees of the
group given in respect of associates included
guarantee given to banks by one of the
company's subsidiaries, Yangpu Power (Hainan)
Co. Ltd. ("YP (Hainan)") which became a
subsidiary of the group during the year
(formerly an associate), in respect of a
syndicated loan extended to Hainan Yangpu
Land Development Company Limited
amounting to $1,053.7 million. Subsequent to
the year end, YP (Hainan) has been liquidated
and accordingly this guarantee has lapsed.

woxR M

A
At

( %)

WE FE A = AU

(LLit W90 )
30. FREBE

=R htE+ A+ —H —2 &8
N\l B8 4T T A 4:65,000,0003 T 3f H A
o AE BRI Eoe T B - I i
JE A% 5B ] 56 U AT 30 A R AT TR 2E 8RB
10.875% i 47 5 2345 247 32 A FILEL > If 1
W EERE A+ = H DL wE

31. ZHBAE
(a) A H BRI AL KA A R
AT B A B N B B R 4 AR
1M RS 8o AT
The group The company
gL | b /N
2001 2000 2001 2000
2R “FEFFHE ZBE-F _TETETHF
$ Million $ Million $ Million $ Million
BE&ETT Fi #T BB i #T
- - 303.5 421.4
1,162.4 140.0 108.7 140.0
- 50.0 - 50.0
1,162.4 190.0 412.2 611.4

* W oEE—Ft+ A= —H A
SE M4 T A5 8 T IS R A4 AR
A o — R R 4 | CRZ A
A S A BE R AN R (B ) — [ A
JEAF) W ES () AR
A > VR R T HUBE B A R A
—%4£1,053,700,0007C i 4% [ £ 3K
P2 AR (o JAGS B H LIFE > PEIHE
(VR A BRZS 7 B B aE 8 Rt
IEVERBIE KM

151



152

ANNUAL REPORT 2001

—ET-FEEH

NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

31.

® x M

o5
ar (A

WE EE A = U
(LI IR )

CONTINGENT LIABILITIES (continued)

(b)

(c)

(d)

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.

During the year, one of the group’s associates
has conducted a review of certain billing
arrangements with the group, and as of the
date of approval of these financial statements,
this associate is still in the process of
assessing the validity of certain development
costs charged in previous years by the group
for the development of this associate's
property in Guangzhou, the PRC.

In addition, at 31st December, 2001, one of
the company’s subsidiaries is in dispute with
this associate in respect of the validity of
certain commission receivable amounting to
$43.3 million in relation to the provision of
marketing service for the associate's property
in Guangzhou, the PRC. The outcome of this

dispute is uncertain as of the date of approval
of these financial statements.

No provision in respect of the above review
and dispute is considered necessary in the
financial statements by the directors as the
review of development costs is still at a very
preliminary stage and negotiations relating to

commission receivable are still in progress.

31.

RNEBEEE ()

(b)

(c)

(d)

AL B R R AR R CE RS
AT B A b HG A 1 T A S R
&R A B S B

AL J AN F A AR R T AR
B KUk 2 w40 W 3 7 B R AT
fii A5 B4 B 8 A

J A TR AR B2 1 HL v — T 2 W) 3
SELAS 45 1 1) i 2 DA A 7 3 B o UL
A A B IR AL HEE A H > 52 T
A3 L AR 45 B 7 LA 4R 2 38 LA o
I JB ] ) 1) 3 R T i SR Y B % A
A Tl TR AT SR AL

Fh R EFRE AT =
H > A 25w o — [ B e 2 =) B 5% Bt
-UNEIE R E - /NI e
JBE N B 0 3 P B 4L 8 B IR S 1 R ol
1/ 4 3£ 43,300,00070 2 24E T+ e # &
N B S R A A > TR 1 &
A IR o

e 1 B 3 A 0 B 0 0 2
B T ME ] e T 3 AT B
g R b B R B
B A <
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

NOTES ON THE FINANCIAL STATEMENTS (continued)

At (A )

B %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

31. CONTINGENT LIABILITIES (continued)

(e)

Subsequent to the year end, one of the
company’s subsidiaries has received claims
from a former subcontractor in relation to the
alleged non-payment for construction work
done amounting to $55.7 million (“the alleged
claims”). The subsidiary is in the process of
preparing counterclaims to this former
subcontractor for replacement costs and
damages in substantially the same amount as
the alleged claims.

Based on legal advice, the directors are
confident that the alleged claims are unlikely
to be enforced against the subsidiary.
Accordingly, no provision is considered
necessary by the directors at the balance sheet
date.

32. MATERIAL RELATED PARTY TRANSACTIONS

(a)

During the year, the group has 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 $23.3 million during the year
ended 31st December, 2001 (2000: $166.2
million).

The amount due from the related group at the
year end amounted to $126.5 million (2000:
$198.2 million).

woxR M

WE FE A = AU

(LU W5 7R )

31. HREBEEE (4

(e)

A B AR > AR E) v — [ R
G & Rl TR R O = N A
5t B L AR W M 3k 38 4 355,700,000
J6— i B R B R o RZ B A
i 1F e 4k B A ) R AE S A
FOLE R N N E =L & S A RN |
PR R EK

FRERE R B Ga8 5y T m s K
& 2 F S P AR A B AR - PR L
B JE &5 H 5 O

32. EXBEALIRS

(a)

AR RE TN AR S ] B — BE A AR SR Y
WA B e 5848 U SR AE s S B AR
MOTBEEE]) FAETESES
#9548 BUAS N 8 B [ A s g e L v
Tia] (B8] 72 4 [ 12 3L B ) e R IR - AR
FORE—F+ A =FT—HILE
JRE > 2 S % R ol B 7 AR () Y A A K
4 3£ 523,300,000 00 (. FEEF A
166,200,0007%) ©

AFORCIRE I i B E S K TH
3t 7% 126,500,0007C ( —
4:198,200,0007C) ©
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NOTES ON THE FINANCIAL STATEMENTS (continued)

Bt %

For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

32. MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(b)

(c)

(d)

During the year, another related group provided
construction services to the group and charged
progress payment amounting to $242.2 million
(2000: $Nil). The net amount due to this related
group at the year end amounted to $9.4 million
(2000: $23.0 million).

During the year, the group had the following

transactions with certain of its associates:

(i) Charged interest on shareholders’ loans
and progress payment receivable
amounting to $3.4 million (2000: $59.1
million). Interest is charged at various
rates up to 9% p.a. during the year
(2000: 10.5% p.a.).

(ii) The net amount due from these
associates at the year end amounted
to $1,744.2 million (2000: $1,799.2

million).

During the year, certain employees of the
group were seconded to certain jointly
controlled entities and the group charged staff
costs amounting to $20.3 million (2000: $33.8
million). The net amount due to these jointly
controlled entities at the year end amounted
to $69.3 million (2000: $66.4 million).

® x M

A
at

( A

WE EE A = U

(L W sy 7R )

32.

EXBEATIXRE (4)

(b)

(c)

(d)

HEREIN > 55— 5% T B 4 1) 1) A 4R [ 42
7 S IR B R A B i TR E A
4 3£242,200,00000 (= F FE A
$E) o AR ORI A5 R% B A W BRIE S
3t %% 9,400,0007C ( — & EE4F -
23,000,0007C) °

AN AL S TR A FA N
BB 5E 5y -

Zl

(i) B SRR K S R Ao B A5
B 9 1Sl A 253,400,000
(= FEZE4 59,100,000
JC) o ARRE A FILE JE UARIR] 1)
FERRFE R 59% (%
FEAF:10.5%) °

(i) AFKWR I B B A W RROE
HAE G 3L /51,744,200,000 7T
(ZFEFEH:1,799,200,000

JG) o

RN AEEEIRS TR B R AT
FE A R AR I OB TR A A
20,300,0007C ( — & T X 4 :
33,800,0007%) ° 4F £ IKf > M A+ 5% 55
B AR FKEFEASES
69,300,0007C ( — & T X 4 :
66,400,0007C) °
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For the year ended 31st December, 2001
(Expressed in Hong Kong dollars)

32. MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(e)

The group provided construction services to
certain of its joint ventures and charged
progress payment amounting to $57.3 million
during the year (2000: $24.1 million). The net
amount due to these joint ventures at the year
end amounted to $116.2 million (2000: $34.6

million).

Included in other loans under trade and other
payables is an amount advanced from a related
party, amounting to $120.0 million (2000:
$30.0 million) at the year end (see note 29).

STATEM ENTS (continued)
=34

WE FE A = AU
(Lt WA )

32. ERBEALXREZE (41

(e) AWM AT A8 ml SR Ak SR
e i AR R A i B BE AT 3K A
57,300,00070 ( — & & & 4 ¢
24,100,0007C) o4F £ IRF - B AT L5 &
B A ROE R A 2 £5116,200,000
JC (ZF L 4F:34,600,0007T) °

() BEAST HR 3R B L Ath 8 A5 3K b 11 I Ath £
FOELHE AR AL RE A 3 — [ B W) Y
H#120,000,0007C (= F T4 :
30,000,0007t) (2 B 5E29)
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