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Construction Division

In spite of the general downturn in the economy, and the
diminishing number of projects available in both the public and
private sectors of the building industry in Hong Kong, the Group's
Construction Division has continued to perform well and was the
major contributor to the profits of the Group during 2001/02.
Turnover for the year was HK$531.6 million, an increase of 31.4%
compared with last year's record of HK$404.7 million. However,
the profits for the year decreased by 46.5% to HK$31.7 million.

The results for last year (2000/01) included a substantial amount
of income for a special lump-sum claim of HK$50 million received
from the developer in relation to a redevelopment project at Tsuen
Wan Town Lot 361, 398 Castle Peak Road, Tsuen Wan, New
Territories for extra costs incurred due to extension of time and
acceleration of project works. This income was the main
contributory factor for the profit achieved in that year.

During the year, the Construction Division continued with the
HK$280 million project, for the redevelopment of Kwai Chung
Estate Phase 7, from the Hong Kong Housing Authority (“HKHA").
This project work has been progressing smoothly, and it is
expected that the project will be completed on schedule and to
the client’s satisfaction. To avail itself of more opportunities for
construction works in the public sector, one of the subsidiaries of
the Group, Hanison Construction Company Limited applied for
and was successfully upgraded to Group C (Probation) in the
Buildings Category of the Works Bureau and Group NW?2
(Probationary) of the Building (New Works) list of HKHA in
October 2001 and November 2001 respectively.

The HKHA has recently implemented a new system of evaluating
a tender, in which the past performance and tender price will be
considered together, before awarding a contract. Architectural
Services Department is studying the feasibility of implementing
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Redevelopment of Kwai Chung Estate Phase 7

the same system. Hence, the award of a contract will not only
concentrate on the price element but will also consider quality
and safety management, together with the environmental
protection policies of the tenderers. In these issues, this Division
believes that it has a comparative advantage, because it has always
regarded the enhancement of quality standard, work safety and
environmental protection as its primary focus.

The following table summarises the Group’s status as an approved
contractor of various public authorities and a statutory
corporation as at the date of this report:-

Approving Authority  Description

Works Bureau Approved contractor for Public Works
Lists in Group C (Probation) under the
Buildings Category

Approved contractor for Public Works
Lists in Group B (Probation) under the
Roads and Drainage Category

Hong Kong Approved building contractor under
Housing Authority ~ NW2 (Probation)

HANISON CONSTRUCTION HOLDINGS LIMITED 2001/2002 ANNUAL REPORT
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Approving Authority ~ Description
Hong Kong Approved contractor for contracts with

Housing Society a value not exceeding HK$200 million

Buildings Department General building contractor and

of Planning and specialist contractor for foundation and

Lands Bureau site formation categories

Kowloon-Canton Listed works contractor for building

Railway Corporation  works, site formation and drainage work

In the private sector, a HK$46 million design-and-build project, New
Hang Fook Camp at A Kung Kok Shan Road, Shatin, comprising
four blocks of low-rise buildings, site works and recreation grounds,
was completed in the year under review. Two construction works
at Discovery Bay are still in progress. It is anticipated that these
construction works will be completed in the year 2002/03.

The Construction Division has been actively tendering for project
works in the private sector. During the year, it was awarded a
superstructure work amounting to HK$45 million for the site at 31
Barker Road. This project is expected to be completed in 2003. It
has also been pursuing new business opportunities through ad-
hoc joint-venture arrangements with third parties in tendering
for building construction projects. During the year, a joint-venture
with Hip Hing Construction Company Limited was formed to
undertake the construction work for a basement, podium and
transfer plate at Tung Chung for a contract sum of HK$70 million.

As at 31 March 2002, the outstanding values of contracts on hand
of the Construction Division amounted to approximately HK$741
million. Subsequent to the year end, this Division secured a new
contract with an aggregate value of approximately HK$61.8
million for the construction of a school extension for the English
Schools Foundation at Aberdeen, Hong Kong.
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Construction site at Siena Two, Discovery Bay
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To maintain its high quality standard, the Construction Division
has made every effort to update its quality control system. In
October 2001, both subsidiaries of this Division, Hanison
Construction Company Limited (“HCCL") and Hanison Contractors
Limited ("HCL") were awarded the 1509001:2000 Quality
Assurance System certification from Hong Kong Quality Assurance
Agency (HKQAA) in recognition of their efforts and commitments
towards the maintenance of quality in their construction works.
These certificates are updates on the 15S09002:1994 certificates
awarded to HCCL and HCL in 1995 and 1998 respectively.

On the safety issue, the Construction Division has strengthened
its safety team to enhance site safety through tighter safety
control. The accident rate for the year 2001 was 27.4 per 1,000
workers, which was below the accident rate of Hong Kong
construction industry for the same year announced by the
Occupational Safety and Health Council. The Group's efforts in
quality and safety control were evidenced by the granting of
“Considerate Contractors Site Awards” in two construction sites
at Discovery Bay by the Works Bureau.

Environmental protection has always been one of the Construction
Division's main concerns. During the past few months, both HCCL
and HCL have been preparing for certification audits by HKQAA
for the ISO14001 Environmental Management System certificates.
The audits have been carried out in June 2002. This demonstrates
the management's commitment in upholding the Group's social
responsibility for environmental issues in the construction industry.

Going forward, the management is optimistic about the prospects
of the property market and the building construction business,
both medium and long-term. As a result of various interest rate
cuts in the year 2001, the adjustment of property prices to a more
affordable level, and the gradual recovery of the United States’
economy, the local property market is expected to stabilize.
Hopefully, property developers will regain confidence and resume
new building developments in the near future.
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In addition, the Hong Kong government has introduced a series
of fiscal measures, including various large-scale projects to
stimulate construction activity in this economic downturn
situation. Apart from the massive urban redevelopment and
reclamation area development plans including South East
Kowloon Development and West Kowloon Reclamation
Waterfront Area Development, the government has plans for
substantial increases in infrastructure and ancillary facilities such
as educational, recreational, health, and government facilities to
match the expected population growth in the future. The
Construction Division, with its design-and-build capability, will
pursue every opportunity from these prospective project works.

The Construction Division is well positioned in both the private
and public sectors. Under the existing situation of economic
downturn and environmental change in Hong Kong, the positive
approaches are to be competitive and adaptive. The management
will continue to exercise tight controls on costs and safety, and to
implement quality and efficiency enhancement. With the Group's
strong financial resources and experienced management team,
there is every confidence that this Division will grow from strength
to strength.

Interior and Renovation Division

In the face of severe competition during the year under review,
the Group’s Interior and Renovation Division has still achieved a
promising turnover of HK$46.4 million to external parties (total
turnover recorded as HK$76.1 million), an increase of 26.9% over
last year's figure.

This Division offers a wide range of interior, maintenance and
renovation services including office fitting-out, external wall
renovation, refurbishment, interior fitting-out, alteration and
addition works to both the public and private sectors. The value of
contracts on hand as at 31 March 2002 was around HK$163.9 million.
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During the year, tenders were submitted for public sector project
works from reputed institutions and the Hong Kong Government
such as those for universities, MTR Corporation Limited, Kowloon
Canton Railway Corporation, Chinese YMCA, society centres, and
Architectural Services Department ("ASD"). As a result, contract
works such as the alterations and addition works for Hong Kong
Polytechnic University and Hong Kong Baptist University,
renovation works for Chinese YMCA at Shek Kip Mei, fitting-out
works for C&Y Integrated Centre of Evangelical Lutheran Church
Social Service at Tin Shui Wai, and renovation works for ASD at
Tai Po Central Town Square, were awarded.

On the private sector side, the Interior and Renovation Division
was awarded contract works during the year such as the fitting-
out works for Fair Crystal Investment Limited, the alterations and
addition works for the Ladies’ Recreation Club, and the renovation
works for the CDW Building. It has also been successfully included
in the contractors’ list of some property management companies,
e.g. Hang Yick Properties Management Limited, and Perfect World
Company Limited.

In October 2001, Hanison Interior & Renovation Limited (“HIRL"),
a subsidiary of this Division, was accredited by Hong Kong Quality
Assurance Agency ("HKQAA") with the 1509001:2000 certificate
in recognition of HIRL's efforts and commitments towards the
maintenance of quality in its works. On work safety and
environmental protection issues, the proven records of a low
accident rate and no infringement of environmental law and
regulation are solid evidence of the Division's efforts in safety
control and environmental protection.

According to the Year 2000 report of the Planning and Lands
Bureau, there were 42,000 private buildings territory-wide. Of
these private buildings, approximately 11,400 were 20 to 40 years
old and were more susceptible to maintenance problems, while
approximately 800,000 unauthorised building works such as illegal
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roof-top structures were required to be rectified. As the Hong
Kong Government has ordered the property owners to remove
those illegal structures through enforcement of the legislation,
and also, more property owners nowadays are aware that the
value and life of a property will be improved if it is properly
maintained, the number of maintenance works will increase.
Another potential source of new jobs may come from the possible
renovation works for community centres as they change their roles
or provide new services to the public. In anticipating that there
may be a significant demand for maintenance and renovation
work for buildings in the coming years, the Division plans to
extend its scope of work into the maintenance, renovation and
up-grading of existing buildings.

Due to the slowdown of the global economy and the sluggish
property market situation in Hong Kong, competition in the
interior and renovation business over the next few years is
expected to remain intense. In order to remain competitive, this
Division will continue to search for cost effective methods and
products such as mechanisation, using semi-fabricated products
and pre-cast units. It will also aim at maintaining good working
relationships with both the consultants and sub-contractors,
meanwhile extending its client base. Given the strong financial
and technical support from the Group, and the steady
performance of this Division, the management is optimistic about
the future prospects of this business.
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