Hong Kong Aircraft Engineering Company Limited Annual Report 2002

Consolidated profit and loss account #Zx& B ER

for the year ended 31st December 2002 #Z—ZFZ—F+_-A=+—HIFFZ

Note
(in HK$ Million) BaE 2002 2001 (E%EET)
Turnover 2() 2,078 1,994 ek
Operating expenses: BERX
Staff remuneration 3 (1,040) (1,052) 18 5 S B
Cost of direct material/job expenses (367) (431) HEMBER/TIERAX
Depreciation 12 (126) (103) ne
Operating lease rentals — land & buildings (55) (60) BERERS — T RiEF
Auditors’ remuneration (1) (1) ZEE N2
Changes in work in progress (50) 83 R L2 E)
Other operating expenses (236) (222) Hh&ERAY
Movements in doubtful debt and stock
obsolescence provisions 70 (54) RIERFEREEEE
Profit on sale of staff housing 5 - 7 HEBIEREEA
Profit on sale of business to a jointly
controlled company 6 - 7 HEER T —REEARHF]
Operating profit 273 118 =EF ]
Net finance income 7 3 9 b PN
Net operating profit 276 127 EEFRF
Share of results of jointly controlled companies 14 262 222 PE(R I AR HEE
Profit before taxation 538 349 FR% AR F
Taxation 8 (73) (37) Big
Profit after taxation 465 312 BrFi & F
Minority interest - - DHRFER
Profit attributable to shareholders 9 465 312 PR 3R B R T
Dividends B2
Interim - paid 47 38 FREf - BAT
Final — proposed 76 70 RER - BUR
Special — proposed 416 - Al - R
10 539 108
Earnings per share 11 HK$2.80 HK$1.87 BREF
Dividends per share 10 BREKRE
Interim HK$0.28  HK$0.23 HHf
Final HK$0.46 HK$0.42 SR ER
Special HK$2.50 - Rl
Total HK$3.24 HK$0.65 A

The notes on pages 29 to 47 form part of these accounts.
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Consolidated balance sheet

at 31st December 2002 —ZFFE—F{+_—A=1—HFE

Note
(in HK$ Million) BEE 2002 2001 (BB ET)
Fixed assets 12 1,597 1,636 BEEEE
Investment in jointly controlled companies 14 1,070 869 EHEATHRE
Deferred items IEFETE B
Staff loans 5 5 BB fER
Promissory note 15(a) 2 4 e
Interest receivable - 38 FEMFIS,
Retirement benefit assets 16 156 - RN EE
Deferred taxation 15(b) (118) (58) PEFEFHIE
45 (11
Current assets REBEE
Stocks of aircraft parts 17 68 70 REEHEFE
Work in progress 17 69 119 RELIE
Debtors and prepayments 18 273 188 FEM TR BRIE
Staff loans - 171 B B B
Amounts due from jointly controlled companies 11 18 U TR RIROE
Deposits and bank balances 22(d) 547 125 GRRIRITET
968 691
Current liabilities REIEE
Creditors and accruals 18 385 352 FEfS R EETERTE
Term loan due within one year 21 3 3 —F R REER
Amount due to jointly controlled companies 6 5 FEfT IR A RIFRIA
394 360
Net current assets 574 331 TRENEEFE
3,286 2,825
Financed by: BRI -
Share capital 19 166 166 (&N
Reserves 20 3,011 2,547 s
Shareholders’ equity 3,177 2,713 PRR B
Minority interest 5 & DEBRER
Long term loan 21 104 107 REER
3,286 2,825
David Turnbull o
Dinty Dickson Leach EEE
Directors TEE

Hong Kong, 4th March 2003

The notes on pages 29 to 47 form part of these accounts.
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Hong Kong Aircraft Engineering Company Limited Annual Report 2002

Company balance sheet RARIEEEBER

at 31st December 2002 —FLF—F{—A=1+—HFZE

Note
(in HK$ Million) BaE 2002 2001 (E%EET)
Fixed assets 12 1,597 1,636 BEE&EE
Subsidiary company 13 - - F 8 2 5
Investment in jointly controlled companies 14 499 485 EHEATNRE
Deferred items IEFETE B
Staff loans 5 5 B B B
Promissory note 15(a) 2 4 e
Interest receivable - 38 FEUFIS,
Retirement benefit assets 16 156 - BREEE
Deferred taxation 15(b) (118) (58) IEXERT IR
45 (11)
Current assets RENEE
Stocks of aircraft parts 17 68 70 RS HFE
Work in progress 17 69 119 RELIE
Debtors and prepayments 18 273 188 FEU R FETRRIE
Staff loans - 171 B B &3
Amounts due from jointly controlled companies 11 18 FEU A RIFOE
Deposits and bank balances 534 112 TR R RITHEAT
955 678
Current liabilities nE8 &
Creditors and accruals 18 380 346 FEA K FERTERIA
Term loan due within one year 21 3 3 —F R REIER
Amount due to jointly controlled companies 6 5 FEfT IR A RIFRIA
389 354
Net current assets 566 324 REVEEFE
2,707 2,434
Financed by : BRI -
Share capital 19 166 166 [N
Reserves 20 2,437 2,161 e
Shareholders’ equity 2,603 2,327 BRRRE
Long term loan 21 104 107 REIER
2,707 2,434
David Turnbull EF
Dinty Dickson Leach EEE
Directors TEE
Hong Kong, 4th March 2003 B —EE=F=HWNAH
The notes on pages 29 to 47 form part of these accounts. HE=ZTNEZEN+EEZ 3158
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Consolidated cash flow statement SR EREE

for the year ended 31st December 2002 #Z_-—FEFE—4#F+_-A=+—HILFZ

Note
(in HK$ Million) BEE 2002 2001 (BB ET)
Cash flow from operating activities EEBSRE
Cash generated from operations 22(a) 400 267 BEELECZERS
Interest paid 9) (10) BEAFLE
Interest received 49 12 B UIALE
Net cash inflow from operating activities 440 269 EERST/ATE
Cash flows from investing activities REXBzHERE
Purchase of fixed assets (87) (45) BEERTEE
Sale of fixed assets - 9 HEBREEE
Investment in jointly controlled companies (1) (31) FERERRZ/E
Loans advanced to jointly controlled companies (20) (22) FHIEARER
Dividends received from jointly controlled companies 40 10 BRHEIERF ZRE
Net decrease in staff loans 171 28 3B fE TR R
Net increase in short-term deposits w1 =& A e HA 2 5 B Ak
maturing after three months (60) (1) e
Net cash inflow/(outflow) from investing activities 43 (62) REEB2BHERA () B8
Cash flows from financing RMEZHERE
Repayment of term loan (3) (3) EEREER
Purchase of Company’s shares (1) (7) BEEI R A AR
Dividends paid to shareholders (117) (101) BN TREZRE
Net cash outflow from financing (121) (111) RS 2B e FE
Increase in cash and cash equivalents 362 106 RERBLEEYEM
Cash and cash equivalents at beginning of the year 113 7 FUHE 2R RREEEY
Cash and cash equivalents at end of the year 22(c) 475 113 FREEZRERASEZEY

The notes on pages 29 to 47 form part of these accounts.
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Hong Kong Aircraft Engineering Company Limited Annual Report 2002

Consolidated statement of changes in equity #R& RIES ENXK

for the year ended 31st December 2002 # %2 —FLE=F+=F=+—HIFFZ

Note
(in HK$ Million) BaE 2002 2001 (E%EET)
—A—B&E 2 REEs

Total equity at 1st January, as previously reported 2,713 2,509 N2 BIERE
Change in accounting policy 20 117 - EETBUR S
Total equity at 1st January, as restated 2,830 2,509 —RA—B#&#E 2RSS - nES
Profit attributable to shareholders 20 465 312 &R AR
Repurchase of own shares BRI RIS

— shares repurchased and cancelled 19 - () o E e )

— premium paid on repurchase 20 (1) (6) - HEENHE
Dividends paid 20 (117) (101) BRRE
Total equity at 31st December 3,177 2,713 T A=t RS2 RiEgst

The notes on pages 29 to 47 form part of these accounts.
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Notes to the accounts BE B KizE

1. Principal activities

The Hong Kong Aircraft Engineering Company Limited Group is primarily
engaged in the business of commercial aircraft overhaul and maintenance in
Hong Kong. The principal activities of the Group’s jointly controlled companies
are set out on page 47.

The Company is engaged in the business of maintenance, modification and
repair of commercial aircraft in Hong Kong. No further business segmental
information has therefore been reported.

The Group’s jointly controlled companies, all of which are engaged in the same
business as the Company, operate both in Hong Kong and overseas. Financial
summaries of the jointly controlled companies are provided under note 14.

2. Statement of principal accounting policies

(a) Basis of preparation

The accounts have been prepared in accordance with accounting principles
generally accepted in Hong Kong and comply with accounting standards
issued by the Hong Kong Society of Accountants (HKSA). They have been
prepared under the historical cost convention.

In the current year, the Group adopted the following Statements of Standard
Accounting Practice (SSAP) issued by the HKSA which are effective for
accounting periods commencing on or after 1st January 2002:

SSAP 1 (revised)
SSAP 11 (revised)
SSAP 15 (revised)
SSAP 34

Presentation of financial statements
Foreign currency translation

Cash flow statements

Employee benefits

(b) Basis of consolidation

The consolidated accounts incorporate the accounts of Hong Kong Aircraft
Engineering Company Limited and its subsidiary company made up to 31st
December.

The results of the subsidiary company are included in the consolidated profit
and loss account and the minority interest therein is deducted from the
consolidated profit after taxation.

Intercompany transactions, balances and unrealised gains on transactions
between Group companies are eliminated upon consolidation.

(c) Subsidiary company

A subsidiary is a company in which the Group has an interest of more than
one half of the voting powers or otherwise has the power to govern the
financial and operating policies.

(d) Jointly controlled companies

A joint venture is a contractual arrangement whereby the Group and other
parties undertake an economic activity which is subject to joint control and
none of the participating parties has unilateral control over the economic
activity of the entity.
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Hong Kong Aircraft Engineering Company Limited Annual Report 2002

Notes to the Accounts &k B Fff#E

The consolidated profit and loss account includes the Group’s share of results
of jointly controlled companies. In the consolidated balance sheet, the
investment in jointly controlled companies represents the Group’s share of net
assets. In the Company’s balance sheet, investments in jointly controlled
companies are stated at cost less provision for permanent diminution in value,
if any.

(e) Goodwill

Goodwill arising on consolidation represents the excess of cost of acquisition
of subsidiary and jointly controlled companies over the Group’s share of the
fair value ascribed to the separable net assets at the date of acquisition. All
goodwill arising before 1st January 2001 was eliminated against revenue
reserve. Goodwill incurred after 1st January 2001 is capitalised in the balance
sheet and is amortised to the profit and loss account on a straight-line base
over its estimated useful economic life.

Any impairment arising on goodwill is recognised in the profit and loss account
immediately.

(f) Foreign currencies

Foreign currency denominated monetary assets and liabilities and the balance
sheets, are translated into Hong Kong dollars at the rates of exchange ruling
at the balance sheet date. Foreign currency transactions during the year are
translated at the market exchange rates ruling at the transaction dates.
Exchange differences are reflected in the profit and loss account except for
unrealised differences on net investments in foreign jointly controlled
companies which are taken directly to revenue reserve.

On adoption of SSAP 11 (revised), the profit and loss accounts of foreign
jointly controlled entities denominated in foreign currencies are translated at
the weighted average exchange rates during the year. This is a change in
accounting policy from previous years where these were translated at the
balance sheet date. The effect of such change is not material to the accounts.

(g) Assets under operating leases
Leases where substantially all the rewards and risks of ownership of assets
remain with the leasing company are accounted for as operating leases.

Payments made and due under operating lease agreements are aggregated
and charged to operating profit evenly over the periods of the respective
leases.

(h) Fixed assets and depreciation
Fixed assets are carried at cost less depreciation.

Rates of depreciation are calculated to write off the cost of fixed assets over
the estimated useful lives of the assets.

Any land premium payable on acquisition of leasehold land is depreciated from
the date of occupation over the remaining lease period. The estimated useful
lives of buildings range from 20 to 40 years. Facilities are depreciated over 20
years from the date of occupation. Plant and buildings under construction are
not depreciated.
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The estimated useful life of certain buildings were revised in 2002. While such
buildings were designed to have a 40-year life, the Directors have decided that
it is more appropriate that these facilities are amortised over the period of the
franchise agreement of 20 years.

Where the carrying amount of an asset is greater than its estimated
recoverable amount, an impairment loss is recognised to reduce the asset to
its recoverable amount.

The depreciation rates in use for other assets are as follows:

Equipment, plant and machinery 10% to 33%
Motor vehicles 20%

The gain or loss on disposal of a fixed asset represents the difference between
the net sales proceeds and the carrying amount of the asset, and is
recognised in the profit and loss account.

(i) Stocks and work in progress

Stocks and work in progress are stated at the lower of cost, calculated on a
weighted average basis, and net realisable value. Net realisable value is
determined on the basis of anticipated sales proceeds less estimated selling
expenses.

() Cash and cash equivalents
Deposits and bank balances are carried in the balance sheet at cost.

For the purposes of the cash flow statement, cash and cash equivalents
comprise cash in hand, amounts repayable on demand from banks and
financial institutions and short-term liquid investments which were within three
months of maturity when acquired.

(k) Deferred taxation

Provision is made for deferred taxation at current rates of taxation using the
liability method for all material timing differences except where it is considered
that no liability or asset will arise in the foreseeable future.

() Turnover and revenue recognition

Turnover is the aggregate of amounts invoiced to customers. Invoices are
raised either on completion or on stage completion depending on the terms of
individual contracts. For incomplete contract work, revenue recognised
represents cost of work incurred which is valued on the same basis as work in
progress. Total revenue recognised for the completed contract is equal to the
aggregate of amounts invoiced for the contract. Finance income is recognised
on an accruals basis. Dividend income is recognised when the right to receive
payment is established.

(m) Staff benefits
(i) Retirement benefits
The Company offers either the Mandatory Provident Fund (MPF) or one of
two defined benefit retirement schemes to staff. The latter schemes are
held under trust arrangements and actuarially valued as required on a
regular basis using a prospective actuarial valuation method. They are
funded in accordance with the actuarial recommendation.
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Hong Kong Aircraft Engineering Company Limited Annual Report 2002

Notes to the Accounts &k B Fff#E

On adoption of SSAP 34, contributions to the MPF continue to be
charged to the profit and loss account as incurred. For the two defined
benefit schemes, retirement benefit costs, which are assessed using the
projected unit credit method, are charged to the profit and loss account.
Under this method, plan assets are measured at fair value; retirement
benefit obligations are measured as the present value of the estimated
future cash flows by reference to market yields on Exchange Fund Notes,
which have terms to maturity approximating the terms of the related
liability. Actuarial gains and losses to the extent of the amount in excess
of 10% of the greater of the present value of the plan obligations and the
fair value of plan assets are recognised in the consolidated profit and loss
account over the expected average remaining service lives of the
participating employees. This differs from that for previous years when
retirement benefit costs were assessed using the attained age normal
method and obligations were discounted at the expected rate of return
on plan assets. The opening revenue reserve at 1st January 2002 has
been increased by HK$117 million as a result of the initial transitional
surplus net of deferred tax determined as above. Comparatives have not
been restated as there is no material difference in the 2001 charge to the
profit and loss account under the old and new policy. More details are
provided under note 16.

(i) Staff leave entitlements
Costs related to staff annual leave are recognised as the leave accrues to
staff.

(n) Related parties

Related parties are individuals and companies, including subsidiaries and
jointly controlled companies, where the individual, company, or group has the
ability, directly or indirectly, to control the other party or exercise significant
influence over the party in making financial and operating decisions.

3. Staff remuneration

Total staff remuneration for 2002 was HK$1,040 million (2001 : HK$1,052
million). The five highest paid employees included four (2001 : four) directors
whose remuneration is shown in note 4. The remuneration of the remaining
one (2001 : one) highest paid employees comprises:

(in HK$ Million) 2002 2001
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4. Directors’ remuneration

4, EEHE

(in HK$ Miillion) 2002 2001 (B EET)

Pension scheme contributions 3 1 BRIRE B

Salaries, allowances and benefits in kind 21 14 e RBEREYH
24 15

Number of directors

BEEAY
Distribution of Directors’ remuneration: EEMEHE
HK$0.0M — HK$1.0M 8 10 BET TEEE—EET
Over HK$1.0M — HK$1.5M 2 - BE—EETUAEERE—ERTET
Over HK$1.5M — HK$2.0M - = BE—EFATETUALEEE —_HET
Over HK$2.0M — HK$2.5M 1 1 B BT EERE —HERTET
Over HK$2.5M — HK$3.0M 1 1 BE_HATETUAELEEY=[ET
Over HK$3.0M — HK$3.5M - = BE =BT EERE =R TET
Over HK$3.5M — HK$4.0M - = BE R TETUA EEBENEET
Over HK$4.0M — HK$4.5M 1 BENE BT EEBENERTET
Over HK$4.5M — HK$5.0M - = BENERATETUA EEBEREET
Over HK$5.0M — HK$5.5M - 1 BETEETUAEERE AR TET
Over HK$5.5M — HK$6.0M 1 - BEAERATEITU EEBE SEET
Over HK$6.0M — HK$6.5M 1 - BENEBITUAEERENERTET
15 14

Directors’ fees paid to the independent non-executive Directors during the
year totalled HK$0.1 million (2001 : HK$0.1 million); they received no other
emoluments from the Company or its subsidiary company.

5. Profit on sale of staff housing

In 2001, the Company disposed of the last residential unit at Twin Bay Villas,
Clearwater Bay Road, Sai Kung, New Territories. This property was originally
acquired in 1970 as staff quarter.

6. Profit on sale of business to a jointly controlled company
The profit in 2001 arose from the sale of the Company’s wheel and brake
business to Goodrich Asia-Pacific Limited.
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3

Notes to the Accounts &k B Fff#E

7. Net finance income 7. BEWAEE
(in HK$ Million) 2002 2001 (B EET)
Finance income 12 19 B ISUA
Interest on bank loans and overdrafts - 1) RITER KRB ZFE
Interest on long term loan not wholly repayable
within five years 9) 9) BARAFAZIEE 2 REPERFE
3 9

8. Taxation 8. BiE
Note
(in HK$ Million) B3 2002 2001 (E%BHET)
The taxation charge comprises: MIEX HEE
The Company and its subsidiary company: RAT REMBAR
Deferred tax 15(b) (38) (12) IRIET I
Share of taxation attributable to
jointly controlled companies (35) (25) FEEHIZE AR 2 FHIE

(73) (37)

No provision for Hong Kong profits tax has been made for the year as the
Group’s assessable profit is wholly absorbed by the tax losses brought
forward. Overseas taxation is calculated at tax rates prevailing in the
respective jurisdictions.

Provision has been made for all significant deferred taxation liabilities.

9. Profit attributable to shareholders

FE 42 > 8 3R B B 5 2 26 AT B S 98
m% BT DAk R A [ 19 B 1 11 o

< ESNBUE YIRS AR R TR AR 2 B
%ﬁo

ERMMBERNRERBE BFEHER -

9. RERELEF

Of the profit attributable to shareholders, HK$277 million (2001 : HK$129 IR B R E§+§F$’“ﬂﬁﬁlﬁﬁﬂ%§%
million) is dealt with in the accounts of the Company. E_EtrFtasc(CEZE—FREE =
FAEER) °

10. Dividends 10.[z &

(in HK$ Million) 2002 2001 (E%BHET)

Interim, paid on 23rd September 2002, REZZZFNA-T=HEREZHHRE
of HK$0.28 per share (2001 : HK$0.23) 47 38 BRRA0.287T (“EZT—F RAB0.237T) °

Final, proposed, of HK$0.46 per share BRAERESRBE0.467L (22T —F 5
(2001: HK$0.42) 76 70 7B5#0.427T) ©

Special, proposed, of HK$2.50 per share FRE AR EZREE2.507T (2T —F 5
(2001: nil) 416 - =) o

539 108

At a Board meeting held on 4th March 2003, Directors recommended a final
dividend and a special dividend of HK$0.46 and HK$2.50 per share
respectively. The proposed dividends are not reflected as dividend payables in
these accounts, but will be accounted for as an appropriation of the revenue

reserve for the year ending 31st December 2003.
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11. Earnings per share

Earnings per share are calculated by reference to the profit attributable to
shareholders of HK$465 million (2001 : HK$312 million) and to the weighted
average of 166,329,738 (2001 : 166,945,373) ordinary shares in issue.

12. Fixed assets

Group and Company

11.8REF

BRENTRBERRERENEEOERTE
BELT(CEZE—S/EB=F—T A8
KB Tz NETFHRMEE 166,329,738A%
(ZZEZ—FR166,945,373K%) T@REHE -

12.BEEE

SEKRAA
Land held in
Hong Kong — Plant and Total held
on medium Plant, Equipment  buildings by Group
term lease machinery and under and
EBBEAE and tools Motor  furniture construction Company
Zx# —  Buildings & - #23 vehicles Rk HEPHE SERAR
(in HK$ Million) AR ERFRAY BF kIA TE 0N kEgF HRHEE (B¥EeET)
Cost RE
At 31st December 2001 21 1,066 927 114 65 4 2197 ZEZF+-A=t+—R#H
Additions and transfers = = 81 4 2 = 87 HEERER
Disposals = = ®) @) ) = (1) HE
At 31st December 2002 21 1,066 1,000 116 66 4 2,273 —EZ_H+-A=t—HkEE
Depreciation &
At 31st December 2001 1 93 333 80 54 - 561 —TZ—FT-_A=t—HH#EZ
Charge for the year 1 54 54 13 4 = 126 AFEHE
Disposals = = ®) @) (1) = (11) W&
At 31st December 2002 2 147 379 91 57 - 676 _—TT_FT-A=t—H#E
Net book value REFE
At 31st December 2002 19 919 621 25 9 4 1,597 “EZF+-A=T-HER
At 31st December 2001 20 973 594 34 11 4 1,636 Z—ETT—F+_A=+—RH&HE

The estimated useful life of the hangar and its related backshops and offices
has been revised to the length of the franchise agreement from the Airport
Authority. As a result of amortising the remaining cost over the last 16 years
of the franchise, the depreciation charge for the year has increased by HK$27

million.

WENEMEEZ XETSMRAE 2 AT #
ERFHE TEITERERERSER R
ZEZRGHFY AR T 2EEERESE
RETANFIEREE  AEEZHEBEM
TEE-_TEAET-
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Notes to the Accounts &k B Fff#E

13. Subsidiary company

The Company holds 60% of the 500,000 issued and paid ordinary shares of
HK$1.00 each, totalling HK$300,000 (2001 : HK$300,000) in South China
Aero Technology Limited (SCAT).

Principal activity of the subsidiary is set out on page 47.

14. Jointly controlled companies

13. BT
ARAFEAEEMBAREIMERMERA
BETLEZHEBREERE — EZ£+%HX
TARkPBEDZANTRE . BB =T8T
(CZZE—FR/B%=1T87) °

MEBARZEREBINELN+LE -

14. H3EZERQF

Group Company
3] AL
(in HK$ Million) 2002 2001 2002 2001 (BE%EET)
Unlisted shares at cost 237 236 237 236 I EMRIRE
Attributable post-acquisition profits 600 413 - - W12 A A
837 649 237 236
Goodwill (29) (29) [EES
Share of net assets 808 620 & EFE
Loans due from jointly controlled
companies 263 250 263 250 HERFREERK
Loans due to jointly controlled companies (1) (1) (1) (1) REHITEARIER
1,070 869 499 485
D|V|g§nds received and recewable from B U A E R
jointly controlled companies 40 10

HK$76 million or 29% of the Group’s share of the pre-tax results of the jointly
controlled companies (2001 : HK$79 million or 36%) was contributed by
companies operating in Mainland China while the remaining amounts were
contributed by companies operating in Hong Kong.

The principal jointly controlled companies are shown on page 47.

Hong Kong Aircraft Engineering Company Limited Annual Report 2002
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14. Jointly controlled companies (cont’d) 14. 2R T (&)
The financial results of the jointly controlled companies at 31st December are HEQRFTRT A=+ B 2WBEENT :

as follows:
HAESL TAECO
B R B EPAH Others Total
HISIRIE A A R TIZAR] Hth 4a%E

(in HKS Million) 2002 2001 2002 2001 2002 2001 2002 2001 (EMEET)
Turnover 3,356 3,279 583 591 272 184 4,211 4,054 Gk
Operating profit 403 328 160 174 49 36 612 538 &3 mEAl
Net finance (charges)/income (20) (44) - 1 (2 @) (22) (45 BAB(GH) BAFE
Share of results of associates (8) - (11) (19 - = (19) (15 MEEBBARZESA
Profit before taxation 375 284 149 160 47 34 571 478  BBADEH
Taxation 62)  (44) W IG) WG (76) (55) WA
Profit attributable to

shareholders 313 240 142 154 40 29 495 423 &R (R
Dividends - - (39) - 43)  (20) 82 (0 MBE
Surplus/(deficit) retained

for the year 313 240 103 154 (3) 9 413 403 AFERBRS(PE)
Funds employed: BEoER ¢

Long-term assets 819 772 838 747 141 109 1,798 1,628 REPEE

Current assets 1,211 1,450 187 178 138 147 1,536 1,775 mEBEE

2,030 2,222 1,025 925 279 256 3,334 3,403
Less: current liabilities 666 1,020 103 105 151 137 920 1,262 B mENAE

1,364 1,202 922 820 128 119 2,414 2,141

Financed by: BARRR
Shareholders’ equity
and loans 1,307 980 908 805 111 95 2,326 1,880 [EL YL TN
Long-term liabilities 57 222 14 15 17 24 88 261 REEE

1,364 1,202 922 820 128 119 2,414 2,141

Group’s weighted average % SERARFE 2 NETFH
shareholding in the year ~ 45.0% 45.0% 49.6% 47.9% EmE D E

Group’s attributable pre-tax

profits 169 128 74 79 19 15 262 200  SEIE(EBRTIATRF]
Less: share of taxation
thereon (28) (20) (3) 3) (4) 2) (35) (25) R HREMEZ A

Group’s share of profit
attributable to
shareholders 141 108 71 76 15 18 227 197 SEEEREET

Group’s share of funds

employed at +ZA=+—RH#&HE
31st December 588 441 447 396 35 32 1,070 869 SEELESER

A
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Notes to the Accounts &k B Fff#E

15. Deferred items

(@) Promissory note

The promissory note from a third party, the final repayment date of which is in
2004, and which is irrevocable and interest-free, represents the balance of an
instalment payment receivable from the sale of aircraft spare parts. The current
portion of the promissory note is included under debtors and prepayments in
current assets.

15 EZEE B

(a) HiZE

ZERBE=%E  EEREEBHEN_ZZN
FZAAHE RESHETNEREENERES
2 RIS BN AR - IR 2R AR D E M
N Eh & B R 2 R RIERTER A -

(b) Deferred taxation (b) i AE B 18
Group and Company
EERAR]
(in HK$ Million) 2002 2001 CEMEET)
At 1st January, as previously reported 58 46 —A—B&E - RS
Change in accounting policy to retirement
benefits (Note 2(m)) 22 - BETEEREIR IR 2 2B (i 5E 2(m))
At 1st January, as restated 80 46 —A—B#&%  mE%|
Transfer from/(to) profit and loss account e () Bk
Current year charge - 3 REFEZ
Offset of tax losses 38 38 9 12 T IR 518
At 31st December 118 58 +TZRA=+—H#&H
Provided in accounts in respect of: TERR B HIRELATIER -
Accelerated depreciation allowances 147 147 IR ERTIFE
Offset of tax losses (51) (89) K IHTE E 518
Other timing differences 22 - H =R
118 58

Provision has been made for all significant deferred taxation liabilities.

16. Retirement benefits

(@) Overall

Staff employed by the Company before 1st December 2000 were offered a
choice between Hong Kong’s Mandatory Provident Fund (MPF) and the
defined benefit retirement schemes as described below. Since 1st December
2000, all new staff employed have been enrolled in the MPF.

The Hong Kong Aircraft Engineering Company Local Staff Retirement Benefits
Scheme provides resignation and retirement benefits to its members, who are
employed locally, upon their cessation of service with the Company. The
Company meets the full cost of all benefits due by the Scheme to members,
who are not required to contribute to the Scheme.

Similarly, the Hong Kong Aircraft Engineering Company Staff Retirement
Benefits Scheme is for staff employed on expatriate terms. However, both
members and the Company contribute to the Scheme.

Actuarial valuations of the two defined benefit schemes were performed by
Watson Wyatt, an independent firm of actuaries, using the projected unit credit
method.

7

ERMMBEXNEERIBE BIEHERE -

16. 3B {18 F

(a) #i
REZZTETF+_A—HREARRARERAZE
CAEE2NMBE BRI AES GRES)
Bk Tl AERKEBHGE - BE=ZTFT
TZA—HE - fTERABNESD AR
Beatal o

- 2 m

EBRETIEAR AR Z AR & RIRE G
g REASHER 28 TEHBRRERERAKR
Mo RRIEERBIRBEZFEMZER 2 YR
Mzzaf&R - B8 HA X SIHK

Rt - BEREITIZAR A R SR KEF
SEDRIREBIMNEREFERAZBEMR - T
B B8 R ARG AR LB

ZMERERKEFFEZBEGER —HB
32 5B AFWatson Wyattiz &zt B &5
EEE -



16. Retirement benefits (cont’d)
The retirement benefits costs recognised in the profit and loss account were
as follows:

16. RKER (&)
EAERGRTHEAZRABMERLT :

(in HK$ Million) 2002 2001 (B EET)
Local Staff Retirement Benefits Scheme 47 30 b B B R INEFIETE
Expatriate Staff Retirement Benefits Scheme 1 - BHME R B R KR FIETE
MPF Scheme (@5% of staff’s relevant income wESHE(EREAEEEENAB 2
capped at HK$1,000/month) 3 2 ERAEAEE—FIT)
51 32

(b) Defined benefits retirement schemes
The amount recognised in the profit and loss account was made up as
follows:

(b) RE R EFT &
SPABRSRZBRBEEENT

2002
Expatriate
Local Scheme
Scheme BIMER Total
(in HK$ Million) RivfE S 5+E BEsrE #aga (B EET)
Current service cost 71 5 76 NEARRTSE A
Interest cost 86 5 91 MEER
Expected return on plan assets (110) 9) (119) AT EIEE TR R
Total 47 1 48 FE
Actual return on plan assets (110) (10) (120) FTEIAE 2 BRREHR
The amount recognised in the balance sheet was determined as follows: REEBERPERZBHOT :
Group and Company
SERAA]
2002
Expatriate
Local Scheme
Scheme 7B 5ME F Total

(in HK$ Million) RivfE S 5+E BEsrE #aga (B EET)
Present value of funded obligations 1,460 95 1,555 BlRBEEFZRE
Fair value of plan assets (1,244) (112)  (1,356) SrElEEZ A TE
Present value of unfunded obligations 216 (17) 199 R EEZRE
Unrecognised actuarial losses (333) (22) (355) REERIEH R
Asset recognised in the balance sheet (117) (39) (156) EREEBBERTERAZEE
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16. Retirement benefits (cont’d)

Movement in the asset recognised in the balance sheet:

Group and Company

16. R KEH (&)
ERAERBERTRAL AERD

SERAR
2002
Expatriate
Local Scheme
Scheme 85ME R Total
(in HK$ Million) IR B 5T E B2 4aga (BB ZT)
At 1st January (99) (40) (139) —RA—B#&%
Total expense — as shown above 47 1 48 #Fx — L3
Contributions paid (65) - (65) EENEEIA
At 31st December (117) (39) (156) t-H=t—R&H
Principal actuarial assumptions for the year: REEETERBEMRRK
2002
Discount rate 5% ALIR %
Assumed rate of return on plan assets 6% (CE G EEES
Assumed rate of future salary increases 2% for 2004 and 4% thereafter RARAR AL F K

20045 %2% -

Z & 24%

17. Stocks and work in progress

Stocks and work in progress are stated at the lower of cost, calculated on a
weighted average basis, and net realisable value. The carrying amount of
stocks and work in progress at year end carried at net realisable value is
HK$40 million (2001 : HK$52 million) and HK$7 million (2001 : HK$55 million)
respectively. The remaining balance is carried at cost.

7
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18. Debtors and creditors

The credit terms given to customers vary and are generally based on their
individual financial strengths. Credit evaluations of debtors are performed
periodically to minimise any credit risk associated with receivables.

As at 31st December 2002, 97% of debtors (65% as at 31st December 2001)
and 99% of creditors (93% as at 31st December 2001) were aged under six
months.

18. B K B4 AR IR

RTEENEEGRESTER  —REFERE
AOFEENME - ARREHEEBAMER
FRHE - UFREREEBERIREGHHNEER

i o
v

“EE S+ _A=+—H&EE BoZLT
TRRER(CEE—F+_A=+—HEES
BaZATH) RS ZATLEMNKRER(CF
E—F+_A=+—HEERBEDZNLTI)IZ
RRECIIE NN EA -

19. Share capital 19.f8 7
Company
AF]
No. of shares HK$M
RHEE BEEET
Authorised: JEERRA

Ordinary shares of HK$1.00 each

At 31st December 2001 and 2002 210,000,000 210

Issued and fully paid:
Ordinary shares of HK$1.00 each

At 31st December 2000 166,983,450 167
Shares repurchased and cancelled (5632,000) (1)
At 31st December 2001 166,451,450 166
Shares repurchased and cancelled (126,600) -
At 31st December 2002 166,324,850 166

B EESE1.007T T @A
TN T _F+ - A=+—HFEH

BITRBERE -
SREGAE1.007T LR
—EETEI-A=+—ARE

PR B R EE AR (D
—22-—F+-A=t+—RRE
PR B R EE AR (D

—ETCFTA=+—H#&#E

During the year under review, the Company repurchased 126,600 (2001 :
532,000) of its own shares on the Hong Kong Stock Exchange at an
aggregate consideration of HK$1 million (2001 : HK$6 million).

All the shares repurchased were subsequently cancelled. An amount equal to
the nominal value of the shares cancelled was transferred from the revenue
reserve to the capital redemption reserve as disclosed in note 20.

EAREERN  NRAREEBHA XA AER
EE¥—BET(CEE-—FRERBET)
BEH126,600BEN(ZEE—F5
532,0008%) °

PRAREE 2 B BERN AT o AR MY sE20 P
B —EZRESNEFHERNEEZFAD B
RFEEEARRNBO#ME
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20. Reserves 20.1#1E
Capital
Revenue reserve redemption reserve Total
W & & 78 Ol k]

(in HK$ Million) 2002 2001 2002 2001 2002 2001 (E¥%EET)
Group £E
At 1st January, as previously

reported 2,528 2,324 19 18 2,647 2,342 —A—B&HEE WMZAiHRE
Change in accounting policy to

retirement benefits (Note 2(m)) 117 - - - 117 - EETBORERNEN Z S (HEE2 (m))
At 1st January, as restated 2,645 2,324 19 18 2,664 2,342 —H—H&HE @ =7
Profit attributable to shareholders 465 312 - - 465 312 BREREGEREF
Repurchase of own shares EAERNYNE i)

— premium paid on repurchase (1) (6) - - (1) (6) — BERE

— transfer betweeen reserves - (1) - 1 - - — [EBEE
Previous year’s final dividend paid (70) (63) - - (70) (63) BT EFEREARE
Current year’s interim dividend paid (47) (38) - - (47) (38) BERARFEFRHEIARE
At 31st December 2,992 2,528 19 19 3,011 2,547 +-A=+—H#&#H
The Company 2,384 2,107 19 19 2,403 2,126 A&7
Subsidiary company 8 8 - - 8 8 MBARA
Jointly controlled companies 600 413 - - 600 413 HIFEAQF

2,992 2,528 19 19 3,011 2,547

Company AY-]
At 1st January, as previously

reported 2,142 2,121 19 18 2,161 2,139 —A—B#&E  WMZaiHE
Change in accounting policy to

retirement benefits (Note 2(m)) 117 - - - 117 - BEBCRERAER 2 2 (HiEE2 (m))
At 1st January, as restated 2,259 2,121 19 18 2,278 2,139 —HA—H&HE @ wE7
Profit attributable to shareholders 277 129 - - 277 129 BEREMNRF
Repurchase of own shares EAERNYNE i)

— premium paid on repurchase (1) (6) - - (1) (6) — BERE

— transfer between reserves - (1) - 1 - - — [EBEE
Previous year’s final dividend paid (70) (63) - - (70) (63) BT EFEREARE
Current year’s interim dividend paid (47) (38) - - (47) (38) ERNAFEFRHEARE
At 31st December 2,418 2,142 19 19 2,437 2,161 +-A=+—H&Z

Distributable reserves of the Company at 31st December 2002, calculated
under section 79B of the Hong Kong Companies Ordinance, amounted to
HK$2,418 million (2001 : HK$2,142 million).

The revenue reserve includes HK$539 million (2001

: HK$70 million)

representing final dividend and special dividend for the year under review

(note 10).
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21. Long term loan

Group and Company

21. RIER

SERAR
(in HK$ Million) 2002 2001 (B¥EHET)
Outstanding at 1st January 110 113 R—RA—RAXREER
Repayment during the year (3) ©) RAFRNEE
Balance at 31st December 107 110 +-—A=+—H#&E
Maturity profile: iﬁ(ﬁﬂlﬁ :
Repayable within one year 3 8 —FRNEERE
Repayable between one and two years 4 8 —FEMFNEE
Repayable between two and five years 14 13 E@‘Fﬁiéﬁi MEE
Repayable after five years 86 91 RAFEEER
107 110
Amount due within one year included under
current liabilities (3) 3) HARBBEETNER—FAER
104 107

The loan is provided by Troon Limited, a subsidiary of Cathay Pacific Airways
Limited, to the Company for the construction of storage areas for aircraft
spares within the Company’s facilities. The loan is unsecured and repayable
over 40 semi-annual instalments from December 1998 to June 2018. It bears
an interest rate of 8.35% per annum subject to review on the 10th anniversary.

During the year, the interest incurred was HK$9 million (2001

: HK$9 million).

The loan arrangement constitutes a transaction with a related party as defined

in SSAP 20 “Related party disclosures”.

% TE {8 5K A B = A2 EKE Al 2 Kt B A A
Troon Limited T ARFR - KELRR A
) =& b’mﬁqiﬂikﬂﬂi&‘gfﬁfﬁff ZIAE A
}fﬂﬁ B— AN F+ZAE=Z—N\FA
AT EFFEHER - FAXAEEI ZN\H=
F o RERTEEREDRE - EARFARENS
FEARBELEEL(CEE—FRBBNLEE
7o) c MBEHAEBENE-_TRIEHEEAL
WEIATE  ZBEERLHEX —HE—%EH
BATZRS
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22. Notes to the consolidated cash flow statement

22 FEREREBRME

(in HK$ Million) 2002 2001 (B¥HET)
(a) Reconciliation of operating profit to net cash (a) EFaFHEZEE T HA FEEL R
inflow from operating activities
Operating profit 273 118 BEEF
Depreciation 126 103 e
Negative goodwill arising on acquisition of Wi —R R RIRIMEREE 2
additional interest in a jointly controlled company - (1) BEE
Gain on disposal of fixed assets and staff housing - 2) HEBEEEERELEE W
Receipt/(profit) on sale of business to a jointly
controlled company 7 @) HEER T —KEZEAFTRA S CEF)
Decrease/(increase) in promissory note 2 () HRZER A (35 h0)
Increase in retirement benefits assets (17) - RIRERIE EIL AN
Decrease/(increase) in stocks and work in progress 52 (26) GFERATIRD (8m
(Increase)/decrease in debtors and prepayments (83) 41 FEUR K FE S BRIE (38 hn) SR
Increase in creditors and accruals 40 42 FER R FESTRRIAIE N
Net cash inflow from operating activities 400 267 EEREMAFRE
Long-term Minority
loan interest Total
(in HK$ Million) REER PERFER rEE (B EET)
(b) Analysis of changes in financing (b) MEZE) ST
At 31st December 2000 113 B 118 —EEEF+_A=1+—H&E
Repayment of term loan ) - (3) EERIER
At 31st December 2001 110 5 115 —EEF+_A=t+—H#H
Repayment of term loan (3) - (3) EERIER
At 31st December 2002 107 5 112 BT F+_A=t+—H#H
(in HK$ Million) 2002 2001 (E%BHET)
(c) Analysis of changes in cash and cash (c) BEeRELEZEYZE
equivalents
At start of the year 113 7 NFERA
Increase in cash and cash equivalents 362 106 R& RReEEYILM
At end of the year 475 113 RFRGEH
(d) Analysis of deposits and bank balances at end (d) XEREEZFHRIRITIEFDHT
of the year
Cash and cash equivalents ReRReEEBY
— Short term deposits and bank balances 475 113 - RHGERRRITET
Deposits maturing after three months 72 12 B =16 A 7 B X
547 125

7



23. Capital commitments

Group and Company

23. B AR

SERAR
(in HK$ Million) 2002 2001 (B¥EHET)
Contracted for but not provided in the accounts 23 27 EETAMERTERRIE R 1R
Authorised by directors but not contracted for 18 25 EEEFIERRETD
The Group’s share of capital commitments of jointly A BEARE B RS RN R 2 B AN R
controlled companies not included above: R
Contracted for but not provided in the accounts 95 68 EETHMERTEBRIEH 1ELEME
Authorised by directors but not contracted for 10 119 REEBHEERETH
24. Lease commitments 24 HERE
Group and Company
SERAR
(in HK$ Million) 2002 2001 (B EET)
At 31st December 2002, the Group had future —EEF+A=1+—HE&E - KREREKRT
aggregate minimum lease payments under AIREHE XA EE  }IEEE X HAENT ¢
non-cancellable operating leases as follows:
Land and buildings: THREF :
Leases expiring: A E M
— Within one year 53 57 - — ¥R
— After one year but within five years 205 225 - —FERAFAN
— After five years 538 645 - A&
796 927
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25.

Related Party Transactions

The Group has a number of transactions with its related parties. All trading
transactions are conducted on normal commercial terms in the ordinary and

5. FAEALRS
AEEBFETARBEALRS - ARSI

72

B—REXEHEARELERBREF TETT -

con

With the exception of the services fee payable to John Swire & Sons Limited
Group as described in note b, none of the above related party transactions

stitute a discloseable connected transaction as defined in the Listing

Rules.

NEMEBEALREDNIIER [HREE
ERERIRAREERER] Z[EKRRE
HERIE] R A R FERHAR IR A

usual course of business. The aggregated transactions and balances which REBEARKREELNFRAMELIKREZ
are material to the Group and which have not been disclosed elsewhere in the RGBERELERBENT :
annual report are summarised below:
Jointly Other
Controlled Related
Companies Parties Total
Note SN HiGRAZEAL #Et
(in HK$ Million) B3 2002 2001 2002 2001 2002 2001 (B EZT)
Revenue from provision
of services a 177 193 1,083 919 1,260 1,112 RERBAE WA
Purchase of services b 3 6 76 37 79 43 5 8 %
Debtors at 31st December 166 115 T A=t —HAEEKRRE
Creditors at 31st December 28 7 TZA=T—HAEENKIE
Note: B 5E -
a. Revenue from the provision of services to jointly controlled companies a. MAZERRREBRBAFSZBAETEBER
comprised mainly services to HAESL and TAECO. Services provided to BEMEEBEBEERE DR REFIARER
HAESL included engine component repairs charged at normal commercial HTRRARRE RS - BEBMZEEEHE
rates and the provision of certain administrative services charged at cost HIERB A RIRRE 2 R BHER —RE%E
based on the agreement with Rolls-Royce plc concerning the formation of B E 2 BHBEHETR - RARR B LS HT 5
HAESL. Services provided to TAECO related principally to charges at HABRRL B EMEEDEEECRE R R
commercial rates covering the stationing of a working team of 145 people PET 2 ek IR AN MR B AR it 2 58 T 1T BUAR
on average in TAECO and management services. Services provided to % o REPIKE R TRERRREZREE
other jointly controlled companies included component and other EREEPFINEREIEARRE —@ETH
operational support charged at normal commercial rates. —BAEE+A AN TEDNEIREEERKEZ
ERREERBE - MEMAZEARREY
Revenue from the provision of services to other related parties comprised RIS AIEIR— R LERINE ~ 5 & H i
maintenance charges for the Cathay Pacific Airways, Dragonair and Air EESIE o
Hong Kong fleets as well as logistic support and storage charges for
Cathay Pacific Airways. M H A B E A TIRERB G 2 WA BE
MEZEMZEAR  BEMEAFRERME
b. Purchases of services from jointly controlled companies comprised mainly AR B2 R mEEmZEA TREY
g overhaul charges for work carried out on aircraft components by HAESL. B TIEREEREY -
g Purchases of services from other related parties comprised spares b, AREATEE Y REEEAEEEEMHE
% purchased from Cathay Pacific Airways and a services fee payable to John LA B IRTS A T 2 ] 2 MR (4 A& B
é Swire & Sons Limited Group of HK$8 million (2001 : HK$3 million) and H o
b reimbursement, at cost, of expenses incurred of HK$13 million (2001 :
E HK$8 million). BHEMBBEATEE Z REEERBERM
z . TN RIE B E R AEBA & & E S
= c. The outstanding amounts at 31st December 2002 due from/to other NABT(CETEa8=a8T) 2R
8 related parties are contained respectively in “debtors and prepayments” BE URIRRART ZEREK—T=98
2 L i ” o i e — [VIRRN " 4 —
g :rr::etcredltors and accruals” in the consolidated and company balance B (—ET—EABENEET) o
g c. RZZET_F+_A=t+—R&LEREK/E
§
2
2
2

%

BR OB sED AT i ) 25 B K o SR B S 5 2 RIS B

SN -

Lt A B A 32 5 MR £ AR BT

REZATHREBERS -



Principal subsidiary and jointly controlled companies I ZE [ & A 5] £ 1ZE A 7]

at 31st December 2002 —FEZE —4#F+—A=+—HA#Z

Owned by
Place of jointly
incorporation controlled
and operation Owned companies Attributable
FEAR S & Principal activities directly Hi= A7 to the Group
LR TEXEH HEER 2] SEHEE
Subsidiary company:
MEAR
South China Aero Technology Limited Hong Kong  Aviation products trading 60% - 60%
FEEMERMER AR B MEERE S
Jointly controlled companies:
HEAT
EADS SOGERMA HAECO Services Hong Kong  Aircraft component repair services  50% - 50%
Company Limited B FRALEBHE IR AR TS
GE Engine Services (Xiamen) Xiamen Aircraft engine overhaul services - 20% 9.9%
Company Limited =T M 5| E R IERRTS
BAEBREERY (2P ERAQA]
Goodrich Asia-Pacific Limited Hong Kong  Carbon brake machining and 49% - 49%
(formerly named Goodrich Aerospace BB wheel hub overhaul
Asia-Pacific Limited) REEB) H YIH REBERAE
(AIFGoodrich Aerospace Asia-Pacific Limited)
Goodrich TAECO Aeronautical Systems Xiamen Aircraft fuel control, flight control - 35% 17.3%
(Xiamen) Company Limited =F and electrical component repairs
(formerly named TRW TAECO TSRS - A hlE &
Aeronautical Systems (Xiamen) E= R R ESE
Company Limited)
EFSEAETMRERADF
(RIBEPFIRA AR HFMARAA)
Honeywell TAECO Aerospace (Xiamen) Xiamen Aircraft hydraulic, pneumatic, 25% 10% 30%
Company Limited = avionic component and other
EMERERALFMABRAA aviation equipment repairs
R - B - B AT
H = R I1EIR RS
Hong Kong Aero Engine Services Limited Hong Kong Commercial aero engine 45% = 45%
BEMEEBRBERBERAA] B overhaul services
i A AR S| ERIERRTS
In-Services Asia Limited Hong Kong Aircraft component trading and 35% = 35%
BB repair services
ARAEET B 5 RAEIR IR
Shandong TAECO Aircraft Engineering Shandong Heavy maintenance services 20% 10% 25%
Company Limited IR for B737 aircraft
IR AR TIZAR AR B737 B R A B HE R TS
Singapore Aero Engine Services Pte. Limited  Singapore Trent engine overhaul services = 20% 9%
AN = E BB E R AR AR FIR 5| EXRIERS
Taikoo (Xiamen) Aircraft Engineering Xiamen Aircraft heavy maintenance 49.6% = 49.6%
Company Limited =T TR AR AE NS AR TS

EFRHRETIZER QA

Principal subsidiary and jointly controlled companies are those which, in the EZEFRATEWBARIEEZEAREHER  2¥ERE
opinion of the Directors, materially affect the result or assets of the Group. EEEEXE NG

A
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Auditors’ report #Z BB &5 &

Auditors’ report to the shareholders of
Hong Kong Aircraft Engineering Company Limited
(Incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 24 to 47 which have been prepared
in accordance with accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Hong Kong Companies Ordinance requires the directors to prepare
accounts which give a true and fair view. In preparing accounts which give a
true and fair view it is fundamental that appropriate accounting policies are
selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on
those accounts and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards
issued by the Hong Kong Society of Accountants. An audit includes
examination, on a test basis, of evidence relevant to the amounts and
disclosures in the accounts. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the
accounts and of whether the accounting policies are appropriate to the
Company’s and the Group’s circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to whether the accounts
are free from material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the accounts. We
believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion, the accounts give a true and fair view of the state of affairs of
the Company and the Group as at 31st December 2002 and of the profit and
cash flows of the Group for the year then ended and have been properly
prepared in accordance with the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 4th March 2003
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