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" Highlights

Change %
2001 2000 218
(in HKS Million) (B EET)
Turnover 1,950.4 1,821.1 7.1% gREE
Profit attributable to
shareholders 312.2 400.4 -22.0% H&fﬁﬂ?ﬁ“ﬁﬂ
Dividends 108.3 105.7 2.5% (g
Shareholders’ funds 2,712.7 2,508.7 8.1% FERES
(number of shares) - - - ) (&Rirgg)
Average number of shares 2 BTG
in issue 166,945,373 181,150,644 -7.8% Eg=]
(in HKS) (&)
Earnings per share 1.87 2.21 -15.4% lsperl
Dividends per share 0.65 0.61 6.6% FREAR B
Shareholders’ funds
per share 16.30 15.02 8.5% BEREES
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~Girouo Profile

Heng Kong Alreraft Englneering Compeany Limited,
one of the world’s leading aerenautical engineering
groups, s engaged in the maintenanes, modification,
repair and overhaul of commersial alreraft and
tihelr components.

it Is principally based at Hong Kong’s International
Alrport, but through jolntly controlled companies alse
provides services in Xiamen, Malnlane China and at
off elrield lesations in Hong Keng

At Heng K@m@ s International Alrport, whers it has
about forty alrfline custemers, it is the enly alreraft
malntenanse facility able to offer & comprehensive
package covering transit ane technical serviees with
full hangar supPOR.

The hangar hes the capacity te accommodate three
wide-bodied alreratt fully docked and an additional
twe nose-in, with & unigue mebile tall enclesure to
provide full cever anc aceess staging. It has the
necessary approvals to handle a wide variety of

alreraft types- from - Boslng. 747 4o new-generetion:.

HONG KONG % -
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ELAREREEASNTErBREAR
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Rit - SERBBEREWERE - 22EH
ERBERERRE -

BETEH=RL2ERERCRAMERR
B BRBMMAREOEEHS - BER
F-EERNEDIBEES - RRETH

SUAMEN EEFY i

alreraft sueh as B777 and the Alrbus AS20/829,

A830 and A340. The facllity alse undertakes
B747-200 combd! to freighter eonversieons.

The extenslve compenent and evienies everhaul
faciiities shtueted et Tseung Kwan O in Heng Keng),
is the Rells-Royee engline service centre operated
by Heng Keng Engine Services Linfted.

Tatkeo (Xiamen) Alreraft Engineesring Company
Limited operates at Xiamen's alrpert, where it

-provides heavy. malntenanse. on, Bosing. and, AlRdus,

efffersrarBidr-200/800 passangerrie
frelghter conversion programme. [t alse offers line

T i i i e ' i ﬂ’. v
maintenance services at various locetions ﬂ"w” W{@i@w@% z

Mainland China.
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Ten Year Financial Summary

2001 2000 1999 1998 1997
(in HK$ Million)
Turnover 1,950.4 1,821.1 1,959.2 2,028.2 2,3751
Profit attributable to shareholders 312.2 400.4 59.4 145.6 320.1
Dividends 108.3 105.7 81.4 1111 148.2
Funds employed :
Fixed assets 1,635.7 1,708.0 1,772.5 1,894.6 1,057.1
Other assets 1,607.5 1,275.7 1,188.5 1,475.6 1,869.5
3,243.2 2,983.7 2,961.0 3,370.2 3,026.6
Less: liabilities* 418.2 359.5 339.2 708.3 484.8
2,825.0 2,624.2 2,621.8 2,661.9 2,541.8
Financed by :
Shareholders’ funds* 2,712.7 2,508.7 2,503.6 2,540.4 2,536.7
Minority interest 5.2 51 4.8 5.3 51
Long term loan 107.1 110.4 1134 116.2 -
2,825.0 2,624.2 2,621.8 2,661.9 2,541.8
(in HK®) 7 N
Earnings per share 1.87 2.21 0.32 0.79 1.73
Dividends per share 0.65 0.61 0.44 0.60 0.80
Shareholders’ funds per share 16.30 16.02 13.53 13.72 18.70
Dividend cover — times 2.88 3.79 0.73 1.31 2.16

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

Turnover Profit attributable to shareholders
AR B% SR PEAREF
(Total HKSM / st B T B T) (Total HK$M / #EHBE B ET)
D500 qre v BOO o or e e e
2,000 F} e 400 1o e
! [ | :
S | ]
1,500 |- ‘..; e g 300 |- [ bl b
1,000 ; PR 200 J--o| {ef fr el |- ‘ -------- l
N
2107 1 EE S 100 |---1 14l “‘1\
0 0
92 93 94 95 96 97 98 99 00 01 g2 93 94 95 96 97 98 99 00 01
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1996 1985 1994 1993 1992

(BEEET)
2,461.5 2,390.8 2,418.4 2,307 .1 2,097 .1 HRETE
4945 3313 413.6 447.0 387.9 B R IE IR A
148.2 148.2 1741 187.0 168.5 L&
BeER
400.7 324.4 366.6 363.9 3731 ElE&E
2,428.3 2,068.0 1,913.1 1,674.1 1,263.0 EM&EE
2,829.0 2,392.4 2,279.7 2,038.0 1,636.1
454.9 364.5 432.8 417.6 287.7 B BE"
2,374.1 2,027.9 1,846.9 1,620.4 1,348.4
ERRR
2,369.3 2,023.3 1,842.0 1,615.0 1,342.8 BREE
4.8 4.6 4.9 5.4 56 SRR
- - - - - REER
2,374.1 2,027.9 1,846.9 1,620.4 1,348.4
CgT)
2.67 1.79 2.23 2.41 2.09 ERE
0.80 0.80 0.94 1.01 0.91 BRERE
12.79 10.93 9.95 8.72 7.25 GRERFEES
3.34 2.24 2.38 2.39 2.30 BRERE L RER

CERBEFEBELEANG (5] FEETHREEARBEORBERNEBIREREERZBE  FIALBHFEES) -

Earnings and dividends

per share Shareholders’ funds per share
BREFRERRE BRBRRES
(Total HK$ / @ 5+BHE ) (Total HK$ / 485t B 1)
3.00 D0 e e
2.50
15 [ x i
2.00 [
I |
1.50 10 \MP ‘
sl REEE -
1.00 ~ i : |
0.50
0 0
92 93 94 95 96 97 98 99 00 Of 92 93 94 95 96 97 98 99 00 01

Earnings Dividends
U A . 98
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Results”

Grogp‘"bre-tax profit for the year was HK$349 million, which
,i(nc/lruded HK$14 million of non-recurring profits. This resuit
f"represented a decrease of 18% from the previous year, due to
non-recurring profits in that year of HK$122 million. The net
operating profit from the on-going business, including the
Company's share of results from jointly controlled companies,
increased by 11% or HK$33 million to HK$335 million. Profit
attributable to shareholders was HK$312 million, a 22%

decrease from 2000,

Unfortunately, with the slow down in the commercial airline

industry seen in the last quarter of the year, the improvement .

in revenue and profit seen in the first half of the year could‘,nét

be sustained in the second half.

The contribution from jointly controlled comparjies continued to
increase during 2001, underlining their ,im‘portance to the
Group. Their combined share of rg,cdfring pre-tax profits
increased from 54% to 66%. In parti'o/L'JIar, both Taikoo (Xiamen)
Aircraft Engineering Company Lirﬁited (TAECO) and Hong Kong
Aero Engine Services Limit’éd (HAESL} had successful and
profitable years. V
/’/

The non—recuvr,rin'/g profits in 2001 related to the dispecsal of a
house prqyiéhsly used by staff, and the sale of the Company’s

vvheel,a'ﬁd brake repair and overhaul business to its jointly

cht'rolled company, Goodrich Aerospace Asia-Pacific Limited.

Hong Kaong Aircraft Engineering Company Limited Annual Report 2Q01'
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Review of operations

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

the airport terminal.

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

technical services to airlines operating through Hong Kong

EBEER

ARFRETESHSE——HEH‘REE
REHEIRBZAF - AOFZRERRE
—(EREE TN - RERRENE—EE
FMEENEETERBLAE  RUNEE
BB 3R B M T RIS TS TR
RENABEET - ARARBISAET
BiERZER -

S EHENE
SNEVEEEEREIN - THADTA
AEREEERBSEENINMZE LR
HEEOTIERIERMIERS - 22
EEARRERBOTERER Bt
MPINFBEXRR I BT EH RSO EH

Line maintenance at Chek Lap Kok, Hong Kong
TR EF RTS8 5
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Chairman’s Statement/EEWMEE

‘ ,/Intemational Airport. The Company is the main provider of such

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

in Hong Kong continues 1o be extremely price-sensitive.

Base maintenance

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

three scheduled airlines operating out of Hong Kong; Cathay

E Base maintenance at Chek Lap Kok, Hong Kong
{ LR EEFE AT BIEES
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Pacific Airways, Air Hong Kong and Dragonair. It competes ERBEHIIZEY 2 ET TR RRE
on price, availability of space, turnround time and quality of CRETH- :/?\?g‘i'%ﬁjZIB%ﬁ
Y /
workmanship with other Maintenance and Repair Organisations _§:+%//J>E% CBoFTRFRLSES
worldwide. The hangar was busy during the first half of the year, 2/‘*\%5/54
but had some cancellations in the second half which resulted in /’/
=5
a drop in utilisation of both staff and facilities. Man-hours sold in &5#&’% A&
- 42 31 Gl
2001 were 1.3 million, a 6.3% decrease when compared to 2000. | / j({\ AEREAREELRERRT
/ HE TR AR B TSZER - RiE
o BEIHN—FHTA - TSRMRFEALE
Component and avionics overhaul o .
e FHEENERAE  BEARRTERELE
The overhaul division occupies a five-storey building at Tseung
Py HRESERERBEERRARBIER
Kwan O with more than 7,000 square metres of modern .
i = % —FE-EMZBALETE—S
workshop space and employs around 240-people. Utilisation o=
s =]
of these facilities during the year was ,ﬁe’z/asonable, and should
improve further in 2002 following/a‘@reemem with two Airbus HiEAE
component Criginal Equipm/en/t Manufacturers to provide EFI A R TIZA T 48 A R B -
warranty and repair service/sr.’/ ES A T R TR EETRE - E=ER
// EEESRER RS - BEFOEE
Jointly controlled’companies BARFERN _TE_FFRIEAEE B
TAECO operatgs/two hangars, each of which is capable of fully BESATRTHE MALSHOATLER
enclosing/tvv/o wide-bodied aircraft. A third hangar of similar ZERE-FEF - EFIRSRBIER
size isv,eﬁrrently under construction. This additional facility was AN EBREARD RRREF (SR
or/igi'ﬁally planned to start operations in late 2002. However, BRE)ES  RRAER-FE-FRS
yd =, =R % 2N £ =R
/‘following the recent downturn in the market, it has been Bl ZRTZREEENNRER
. =z PR ZT747- 7l
" decided to delay the opening until the second guarter of 2003, ATE) - LHRIKE747-200/300 R BHA
REEH- NI AR EARTE LR
___Most_of TAECQO's _capacity is _taken_up_by shareholder ij%%%% e 7”%/,“ # BARR
, N , N . EEmB R DRSS ERMNE .
customers (or their affiliates). Capacity was well utilised during R }
g5 B A IR AN ENEIE IR - AL e
2001 with the completion of a number of comprehensive heavy P s
AIREARMFMIEERARKEEMNK //
maintenance packages and the conversion of Boeing 747-200/ o " yd
EREIENFE D 2 WS AR J
300 passenger aircraft for use as cargo freighters. Line AT A T 2 A - E AR v
maintenance support has been given to Dragonair’s operations —EEEEmy //
in Beijing, Shanghai and to all foreign carriers operating into v
yd
Xiamen. In May, the Company increased its interest in TAECO ,/
yd
by acquiring 4.09% from 3IA Engineering Company Limited. //’
The profit attributable to the Group increased over 2000. ///
///
e
BRBIRERAG ST EHsE 7




Chairman’s Statement/ X EHE S y

- /HAESL had a strong year, with increased revenue and

improved profitability. This ‘in'Crease reflected additional
throughput and work pagkélées on the Trent 700 and 800
engines. In addition to’\)vork performed for Cathay Pacific
Airways, which acc;o'uﬁnts for about 50% of revenue, significant
engine work was ‘also carried out for Rolls-Royce plc, Emirates
Airlines, S{\in'g’apore Airlines, Thai International, Malaysian
Airlines, 'Garuda and China Southern Airlines. In conjunction
With”ﬁolls-Royce plc and Singapcre Airlines Engineering, the
,Cvompany has established a Trent engine overhaul facility in
Singapore complementing the Hong Kong capabilities of
HAESL. This joint venture, Singapore Aero Engine Services Pte,
Limited, in which HAESL has a 20% interest, started operations
in January 2002.

EEMERYREERELTLAFERR
BY - WRENRENELERES

R RS 70080051 EMTIEERT
TRETEIFPTIEN » Z R AHE AR Z s
REBBEFRMERFETHIRE - HINF
BEHRE AR DREMZELE - FN
EzERE - REEREMEAF - FERA
SMZELR - HEMZARRDEELH
ERAREERNIIEIRRE A7
EAHT AT A B RFM LR AR A B
MERERL —BERIBIIERERE -
BEEMTRDREERBATNEETEN
RHEAEE AN - A BB E D EEAIM
BEM=RSRGEREERLT  RIF
ToE-RRAEE - BEMEZRDES
BRERBFEFUSABERFTADIL

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

continued to perform very well.

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

components will be developed during the coming year.

s

7
d

Shandong TAECO Aircraft Engineering Company Limited,

which provides a heavy maintenance service for narr,c)'”\;v-bodied
e

aircraft and in particular B737 aircraft, is expanq,in‘é its capacity

to meet customers’ projected needs. In ‘,\Ja"huary 2002, the

Hong Kong Aircraft Engineering Combény Limited Annual Report 2001
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Goodrich Aerospace Asia—Pacifip/
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‘ Component and avionics overhaul services at Tseung Kwan O, Hong Kong
REBSEREHRZFBHEXNBRMEXNBEE

company started to build a second hangar, which is planned to
cost US$8.6 million and is scheduled for completion in the first

quarter of 2003. This company is profitable.

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

finalisation of a joint venture.

LA BIRENE
—ABTRE
MR -EE=FEETE

In-Services Asia Limited J5—ZR ¥
B RIEE-ET AR AEE
ARDRIFREFR KA
Z{EIntertechnique 73 Groupe Zenith
CRTRERELIRELEE
e AT EE Intertechnique
B UTARPEHERARBERE - AQ
A2 &% Sogerma BRI AIEER
#  EARIKE Sogerma RIHEIEE - IF




Chairman’s Statement/ T EHEE

_~Financial review % E R

The improvement in recurring profits seen in the first half of BEFNFHEERERES  3IBRRER

the year continued into the second half, although a weak BNTRESZ T ZEBR=6—T=

fourth quarter led to a fall in attributable profit of 22% to BET (AP g arEEmns

HK$312 million which included a net reduction of HK$108 ~ oF EEAEET)  BEFERNRK

million in nen-recurring profits. FEFRORRNEARZTRE «
SEZUREMES 2+ TERBER
BAERZEEMITFIEE - AR
EzREIENDRTRERS @ FhlE
EITR 2 SR ETIR -

Revenue increased by 7%, primarily reflecting increased activity
at the airport during the first nine months of the year, togsther
with more material used on aircraft in the hangar, particularly
with the freighter conversion work undertaken.

EZRERTERBIG EFrmEm - £
Direct expenses increased in line with the increase in revenue % T 7R HE B IR B R Bl g 1
and overheads were little changed year on year except that, BT BT (EEETHE6) [

as commented on more fully in Note 26 to the Accounts, EERBILETRA o

’, Heavy maintenance at Xiamen, Mainland China
| R EFTIE 2 A B SRR
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contributions to the local staff retirement benefit scheme

increased by HK$30 million.

’/

S
The contribution before tax from jointly controlled com’pa‘/nies

increased by HK$59 million, or 36%, to HK$222 mijli<3/r]. Most

of this increase was from HAESL.

Dividend <

Your Directors have recommended,.a"ﬂnal dividend for 2001
of HK$0.42 per share which, toge’t’ﬁer with the interim dividend
of HK$0.23 per share paid /oﬁ/24th September 2001, resuits
in a total distribution fgr‘ée year of HK$0.65 per share, an
increase of 7% ov/er/the total dividend declared for 2000.

;
The total divid/erid paid and proposed In respect of 2001
is HK$108 [pilli/on, with dividend cover of 2.8 times.
7

‘/
/
n

Net/a/ssets
e

RS SN TIOR8 BB

S EFAEER  AERZZTAEEE

ZEZTZEET  RESBEREER
MzEBBRRIERBE LT

RE

EXRERRE _TT-EEAERES
BAERC.427T  BERN _ZTE-FNA
TTHEEREZFHRESRAEE
0.237T  AFEEHREEREK0.65

T W ZEERFRFIRBEZREE N
Bozt  _EE—FEMRBEKZBRR

REABY—RBTNBEL  BFRBL

BEFE

FREEFERBE_TAETHES

TENERE T NB_FTREET-&

FHAXEER =T \B&ET  "#H5H

/Nét assets increased during the year from HK$2,624 million

// to HK$2,825 million. Capital expenditure amounted to E@*%f%fiﬁﬁzx%%ﬂ&i%ﬁo%ﬁﬁﬁéi%

HK$38 million, mostly on tooling and vehicles used on the MNTHEET HAEBE—B=TIE
airfield. Working capital increased from HK$85 million to BLe A
HK$139 million. R
)ﬁﬁﬁﬁﬁfé&ﬂﬁ
. . . . hd /\/*** ) o)
Net liquid funds and financing FrLES Y SR R AR FUR T
S :%—jjt — .
Cash, cash equivalents and short term deposits increased by Ll Ejj/%% B=F78E
. - , _ = %%fﬁﬁ/ NEFERBRRY - AQ
HK$107 million to HK$126 million during the year, with strong :

FEARFE_ENTERZADAS

%

net operating cash flow. The Company is expected to generate s e .
S EBENEZER  2EESREEEAK
liquid funds during 2002 which will exceed its operating,

% HMXBE - I ARRBHZEERE
working capital and budgeted capital expenditure requirements. o — .
aa | - T BENEERERTIEST - HPE%
In addition, it has negotiated loan facilities equvY}I,ent to SR TABERERN ST &R

HK$454 million, of which HK$376 million is subject to renewal & .

during 2002. //
//)
e
e
S
/

// EARBEILERATN ST —FHEE
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Chairman's Statement/ T/EHREE

~“Currency fluctuations

The Group's income is substantially in HK dollg;s/ilar US dollars.
Operating costs and capital expenditure g_ff‘fﬁe Company and
its Hong Kong based jointly controlled gn’ﬁties is substantially in
those same currencies as are thQSé of its jointly controlled
entities in Mainland China,/yvhli/ch also use Renminbi. No
hedging instruments havg»'B,een put in place to protect the
Company against any.rbﬁotential losses arising from foreign
exchange fluctugtio’hs as a result of trading in this mix of

currencies.

Environment

In recognition of its impact on the environment, when it moved

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

resource usage.

Staff

The Company employed 3,591 staff at the end of 2001,

BERZE
AEBZRAABEREZTRE - K0F
REUBEREM I KRR ZEERE
FEHANRESE AT MEAETE
Witz AIERE 2 B LRI ARES
B o SETRRIETER BT SR
FARRIRRALLRS BB R ZEINEZF
EMAjEERRZER »

RIRRE
ALRRAREIEEBERBERNTE -
REBEFEARKNSEREZH RGN -
RETZERRES  BRFEREITK
RERIRERERNTSE - Sl - ARF
EHE T ZEMBUREERVERRE
REVRE -

BT

ARATR-BE-FEEREI=THA
Nt—A - BZBEETREARD © bt
BPEEREEPFIATRETED RS
BB E T =ARTRIREE bl

‘ a small decrease from the énd of-v'ZOOfow.”'l'Ahis number inciuded

223 craftsmen and engineering apprentice trainees for TAECO
and 146 full-time HAECO employees who have been seconded
to TAECO. In view of the current weakness in the market, the
Company has imposed a recruitment freeze in 2002, but will
continue to seek suitable engineering apprentices. This is
expected to lead to a 3.5% reduction in headcount during the

coming year.,

In addition TAECO employed 1,646 local staff and HAESL
668 staff.
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The good result for the year reflects the hard work and REFEZHERRRE  F2REIFEY
commitment of all the staff, and on behalf of the shareholders, BARBOIREHLF - REZFRRER
| would like to thank them for their continuing support. RUEH MBI —EURORF
v
//
T
Outlook REARR
B ERTEEEY =& YZIE
The interim report noted that the Company had seen improved /EP RS RHERRNEERER
" . . . ZTLEEFRETH TEEPE
profitability during the first half of the year as the fleets of its \g A - A= F
, ‘ TR E DB ERE S C IR B 2
major customers grew and the number of flights through Hong
. e M RLE) LRFEZBAMEDEMRE -
Kong International Airport increased, despite a significant e
Vi HIERBEZE=F EANABESEN
downturn in freighter business from the last quartet of 2000.
J R ZREESEEE - ANTSEEEES
i ' ' ' t ' ‘ — .
This situation continued through the third S/Liarter but there ESOESE S ERSERE i E
has been a marked change since the e)//ents in September. B E R R ITIIR  BAEY
, . / .
A number of the Company’s major customers have indicated B AR LIS EE
that they have grounded or intqu to ground a number of BEREFREFTHRESBEEEE -
aircraft and that they plan to réduce the frequency of their B A RERIEAFER_EE—F
scheduled flights through Hong Kong. Although there was a JEBES o A - BRBIRAIRE
seasonal improvement i the freight business before Christmas, %‘Héﬁ‘“‘éjﬁﬁﬂﬁﬁ%% ARG R FE R
there is no indication that this rally is sustainable. MBS BB R - it el
Consequenﬂythe Company and its jointly controlled entities BHERENEN - UA_FTFT_FHE
expect thesvolume of business to drop in 2002. In addition, RmER  EARFRAINAIERRSE /
/ et 1IN /’
rates will continue to be under pressure, due to both the A //
worldwide capacity for heavy maintenance and the competitive /
/environment for technical and non-technical line maintenance //'(' T
/" services at Chek Lap Kok. Whilst the Company expects to yd
remain profitable, 2002 will be a challenging year. //
David Turnbull E
Chairman =442
Hong Kong, 5th March 2002 5E - :/%”%F: F=-FAFAAH
///
yd
e
//
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Directors

Executive Directors

David Turnbull aged 46, has been Chairman of the Board
since September 1995. He was Director and Managing Director
of the Company from January 1990 to December 1983 and
rejoined the Board in March 1985. He is also Deputy Chairman
and Chief Executive of Cathay Pacific Airways Limited and a
Director of Swire Pacific Limited and John Swire & Sons (H.K\)
Limited. He joined the Swire Group in 1876.

Chan Ping Kit aged 56, was appointed Deputy Chairman
and Chief Executive Officer on 8th August 2001. He first joined
the Company in 1966 and resigned from the Company as
Deputy Chief Engineer (Maintenance) in June 1990. He rejoined
in December 1992 as General Manager (Base Maintenance &
China Operations) and was appointed a Director in November
1993. He was appointed Managing Director in July 1988,

John Paterson aged 45, has been a Director of the
Company since October 1998 and was appointed Chief
Operating Officer of the Company on 1st January 2002,
He joined the Swire Group in September 1878. He is also
a Director of Hong Kong Aero Engine Services Limited and
Singapore Aero Engine Services Pte. Limited.

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

Marven Bowles aged 51, has been Finance Director since
October 2000. He was Company Secretary from August 1991
to October 1897 and has held several senior management
positions with the Swire Group, which he joined in 1981.

Stephen Lau Kwong Chuen aged 59, has been a Director
of the Company since January 1997. He joined the Company in
August 1975 and has previously held the positions of General
Manager (Personnel) from January 1980 to December 1993
and General Manager (Personnel and Administration) from
January 1994 to December 1996.
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Non-Executive Directors

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

Afternate: Chris Gibbs

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

Alternate: The Hon Michael Kadoorie

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

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

Tony Tyler aged 46, has been a Director of the Company
since December 1896. He joined the Swire Group in 1977 and
has worked in Australia, the Philippines, Canada, Japan and
Europe. He is a Director of John Swire & Sons (H.K.) Limited,
Director Corporate Development of Cathay Pacific Airways
Limited and a Director of Hong Kong Dragon Airlines Limited.

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

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

Secretary

Paul Moore aged 44, has been Company Secretary since
October 1997. He joined the Swire Group in 1988 and has
worked with the Group in Hong Kong and Japan.

Executive Officers

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

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

Ashok Sathianathan aged 54,
1992, was appointed a General Manager in August 1998 and

ejoined the Company in

is currently General Manager Commercial with responsibility
for material management and commercial functions. He was
previously employed by the Company from 1987 to 1989.

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

Registered Office AR SEE

35th Floor, Two Pacific Place EAREENT/ R

88 Queensway, Hong Kong AEBSZH=-TATE

Auditors ZBLED

PricewaternouseCoopers BORKEE TR ERAT
Depositary RERXER

The Bank of New York The Bank of New York

American Depositary Receipts American Depositary Receipts

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

Website: http://www.bankofny.com/adr #1r ¢ http://www.bankofny.com/adr
(Toll free) 1-888-BNY-ADRS (EEBNEBEZ) 1-888-BNY-ADRS
Principal Banker FEARIERIT

The Hongkong and Shanghai Banking BEETEEERITARLA

Corporation Limited

LA K

RN ERLE
Registrars EEMABEERNARAT
Central Registration Hong Kong Limited EEERNER—N\ZN
19th Floor, Hopewell Centre AR+ HE
1883 Queen’s Road East, Hong Kong
For further information about Hong Kong Aircraft Engineering EHTEEEREIRAERLTFE  EHE -
Company Limited, please contact:

BERARBIERRLA
Manager NHEBLE
Group Public Affairs EESEBENT R AGESZH=1TIFE
Hong Kong Aircraft Engineering Company Limited BiE ¢ (852) 2840-8098
35th Floor, Two Pacific Place, 88 Queensway, Hong Kong EE : (852) 2526-9365
Tel: (852) 2840-8098 #4t - http://www.haeco.com

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

The Directors submit their report and the audited accounts for
the year ended 31st December 2001, which are set out on
pages 24 to 47.

Principal activity and results

The Hong Kong Aircraft Engineering Company Limited Group is
primarily engaged in the business of commercial aircraft
overhaul and maintenance. Its operations are carried out
principally in Hong Kong. The results of the Group are set out
in the consolidated profit and loss account on page 24.

Ten year financial summary
A ten year financial summary of the results and of the assets

and liabilities of the Group is shown on pages 2 and 3.

Dividends

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

during the year are set out in note 21 to the accounts.

Accounting policies
The principal accounting policies of the Group are set out in
note 2 to the accounts.

Donations
During the year the Company and its subsidiary made
donations for charitable purposes totalling HK$0.7 million,

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

accounts.

Significant transactions with

a related company

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

During the year under review, the Company purchased 532,000
of its shares on The Stock Exchange of Hong Kong Limited.
The repurchases of the Company’s shares were considered by
Directors to be in the long-term interests of Shareholders to the
extent that they would result in increases in earnings per share
and the return on Shareholders’ capital and would not weaken
the Company's balance sheet or its ability to make other
investments. All of these shares purchased were subsequently
cancelled. Details of the repurchases are as follows:

N

EREER  ARFREERARZME
BRI EIAR LR HE32,000MM 10 - B
ERRABEALRBRMESEREM L
BRERESEHEN  RTERIBEERFLZ
BEABRFEETEORENESN B
U BRREREENE - MEZFED
ZRHOEBDEEE  c BERKOFE
o

20

Number of Highest price Lowest price
shares paid per share paid per share Total paid
purchased EhasEe SR SEBE 4 (B
Month BEARHEE HKS E7T) (HKS &) (HK$ #T) Rn
November 2001 147,200 11.98 11.65 1,733,340 ZER-F+—8
December 2001 384,800 12.20 11.90 4,629,580 ZEE-F+ZA
532,000 6,362,820

As at 31st December 2001, 166,451,450 shares were in issue
(31st December 2000 : 166,983,450 shares).

Agreement for services

Under an agreement between the two parties, the Company
reimburses costs and pays fees to John Swire & Sons Limited
in exchange for services provided. This agreement can be
terminated by either party giving not less than 12 months notice
to take effect on 31st December 2003 or 31st December in any
subsequent year. As a Director and shareholder of John Swire
& Sons Limited, Peter Johansen is interested in this agreement.

Major customers and suppliers

B83% of sales and 32% of purchases during the year were
attributable to the Group’s five largest customers and suppliers
respectively. 38% of sales were made to the Group’s largest
customer, Cathay Pacific Airways Limited while 10% of
purchases were made from the largest supplier, Boeing

Commercial Aeroplanes Group.
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No Director, their associates or any shareholder who to the
knowledge of the Directors owns more than 5% of the
Company’s issued share capital (other than in respect to
Cathay Pacific Airways Limited) has an interest in the
customers or suppliers disclosed above.

Directors

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

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

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

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

re-election.

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

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

payment of compensation (other than statutory compensation).

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

Accounts.
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Corporate governance

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

Directors’ interests

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

[EER
ALTR2EHBIERHERSHERD
B Al GER) A2 BRERAETE -

ESER
RoZE—ET-A=T—8  BREEH
(B E) 150 (REBREIED) E= TN
ARz EMARER  SEFEAR
Az BRATERRNT

Personal Family Other Total
EAES EV g E4ER sast
The Hon Michael Kadoorie
(alternate Director) - - 3,782,886" 3,782,886 KeEREE RES)
Dinty Dickson Leach 100,000 - - 100,000 FER
John Paterson 8,000 - - 8,000 BRI
* By virtue of the SDI, The Hon Michael Kadoorie and his family were CIKEEERBE AT  REFEERE

deemed to be interested in 3,782,886 shares in the Company,
which are held through discretionary trusts.

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

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

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

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

Hong Kong Aircraft Engineering Company Limited Annual Report 2001

FEEBLBEARERBERAREEZM
3,782,886 R F Bz BEIE -

EAFERIZA  ARRZEFMEER
REZEBHAREF R BERENT
(R - ARBARRFRG - BRIEEX
EE

B bdh  RRRIZBEENEERIGER
REFRNFREAEEE 2 AR
RE(EBREBEESED) -

EREEEAGEA - BELHS AL
S AL RRAE OB EEMERI 2B
B HEESEETEEREERES
EXREm -

Bl

EARFEEMBEA - AAFSEEEIE
BOEE - SEEAREE - BARERRU
BEALAREMZEAERZBHRES
M &R -




Substantial shareholders

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

Number of shares

FTERRK
RERTERIEE T (-) BARTZ
EEREEMET  R-FT—E+=A
=+ B AAREEBANT 2 HE
EERARFBRIBRAES 2+
b hERETEEE LS HE
B

SO
John Swire & Sons Limited 99,648,103 ERALEBRFRLA
John Swire & Sons {H.K.) Limited 99,649,103" EREXEEBRRAA
Swire Pacific Limited 89,649,103 AFBRBERLE
Cathay Pacific Airways Limited 45,649,686" EZEMzEERAR

" Duplications of John Swire & Sons Limited’s holding

Subseqguent events

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

Auditors

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

By order of the Board

David Turnbull

Chairman

Hong Kong, 5th March 2002
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Note
(in HKS Million) Hisx 2001 2000 (BUEET)
Turnover 2(k) 1,950.4 1,821.1 EEET
Operating expenses: BEMY
Staff remuneration 3 (1,051.7) (992.5) % 2 5
Cost of direct material/job expenses (430.6) (363.1) EEREVHRER ITERAX
Depreciation (103.4) (105.6) e
Operating lease rentals - land & buildings (59.8) (63.8) EEEEES - THREF
Auditors’ remuneration (0.7) (0.7) ZEMME &
Changes in work in progress 32.8 52,5 REIEg
Other operating expenses (232.7) (230.9) H#EH=
Profit on sale of staff housing 5 6.7 75.2 HERTRE®T
Profit on sale of business to a jointly
controlled company 6 6.8 - HEEB P -—REELEET
Profit on sale of shares in jointly
controlled companies 7 - 46.4 HEXE L FR DR T
Operating profit 117.8 238.6 BN
Net finance income 8 9.4 23.2 BRBNFERE
Net operating profit 127.2 261.8 B ERR
Share of results of jointly controiled companies 9 222.2 163.0 EEEZEQATES
Profit before taxation 349.4 424.8 BB ATRF
Taxation 10 {37.1) (24.1) #IE
Profit after taxation 312.3 400.7 R EER
Minority interest (0.1) (0.3) SEREER
Profit attributable to shareholders 11 312.2 400.4 BRI R
Dividends ;S
Interim - paid 38.4 42.3 FHE - B
Final — proposed 69.9 63.4 RE - B
12 108.3 105.7
Earnings per share 13 HK$1.87 HK$2.21 SREF
Dividends per share 12 HK$0.65 HK$0.61 ERRS

The notes on pages 29 to 47 form part of these accounts.
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Consclidated balance sheet MEEERER
at 31st December 2001 —EF—F+-A=+—BHEE
Note
(in HK$ Million) M3z 2001 2000 (EHEET)
Fixed assets 14 1,635.7 1,708.0 BEEE
Investment in jointly controlied companies 16 868.5 621.0 EAZQATNRE
Deferred items EXIER
Staff loans 5.2 193.0 BEER
Promissory note 4.2 3.3 HE
Interest receivable 37.5 28.8 FEHFE
Deferred taxation (58.3) (46.3) EERIR
17 (11.4) 178.8
Current assets REEE
Stocks of aircraft parts 18 70.3 77.3 REZHER
Work in progress 18 118.8 86.0 RTIHE
Debtors and prepayments 19 188.5 224.6 R R FETERIE
Staff loans 171.1 11.8 %E%tﬁ
Amounts due from jointly controlled companies 17.9 11.3 JEU IR L RIFIE
Deposits maturing after three months 12.5 10.9 m={aA E%@T%ﬂ
Short term deposits and bank balances 113.0 7.6 RHTFRREITES
692.1 . 429.6
Current liabilities REAE
Creditors and accruals 19 351.7 310.2 B R EETERIA
Term loan due within one year 22 3.3 3.0 —FRBRRRBER
Amount due to jointly controlled companies 4.9 - FEfT R D FIFIE
359.9 318.2
Net current assets 332.2 116.4 REBEEFE
2,825.0 2,624.2
Financed by : BAFR :
Share capitai 20 166.5 167.0 BE
Reserves 21 2,546.2 2,341.7 w#E
Shareholders’ funds 2,712.7 2,508.7 BHRES
Minority interest 5.2 5.1 LPBRRER
Long term locan 22 107.1 110.4 RHEIER
2,825.0 2,624.2
David Turnbull EE
Alex Wu Shu Chih EER
Directors KRS8

Hong Kong, 5th March 2002

The notes on pages 29 to 47 form part of these accounts.
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Company baance snest NEEEEBER
at 31st December 2001 —EE-F+_A=Z+—HE
Note
(in HK$ Million) FT5E 2001 2000 (BEBET)
Fixed assets 14 1,635.7 1,708.0 BEEE
Subsidiary company 15 0.3 0.3 MtEBLE
Investment in jointly controlled companies 16 485.0 4257 EHEZEAFTNRE
Deferred items BEIEE
Staff loans 5.2 193.0 BEER
Promissory note 4.2 3.3 HE
Interest receivable 37.5 28.8 FEMA S
Deferred taxation (58.3) (46.3) EIERRIE
17 (11.4) 178.8
Current assets REBEE
Stocks of aircraft parts 18 70.3 77.3 REZHESE
Work in progress 18 118.8 86.0 FEIRE
Debtors and prepayments 19 188.5 224.5 FEM R IBTERIR
Staff loans 171.1 11.9 BEER
Amounts due from jointly controlled companies 17.9 11.3 JEMFE R RIRIE
Short term deposits and bank balances 112.4 5.8 HEERREBITES
679.0 416.8
Current liabilities REBEE
Creditors and accruals 19 346.0 310.1 FE R EETRRIE
Term loan due within one year 22 3.3 3.0 —EANERZREER
Amount due to jointly controlled companies 4.9 - B HEQFRIE
354.2 3131
Net current assets 324.8 103.7 REBEEFE
2,434.4 2,416.5
Financed by : BEXR
Share capital 20 166.5 167.0 B
Reserves 21 2,160.8 2,139.1 1
Shareholders’ funds 2,327.3 2,306.1 BERES
Long term loan 22 107.1 110.4 RHER
2,434.4 2,416.5
David Turnbuli 2
Alex Wu Shu Chih EER
Directors SR
Hong Kong, 5th March 2002 & —EE-FZAHIHA

The notes on pages 29 to 47 form part of these accounts.
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Consolidaied casn flow statement

for the year ended 37st December 2001

Note
(in HK$ Million) og=d 2001 2000 EEEET)
Net cash inflow frem operating activities 23(a} 267.8 189.4 EXBESRATE
Returns on investments and servicing of finance BEWREBHHEIY
Interest received 11.7 22.5 2EHFE
Interest paid (10.6) (10.6) EfFE
Dividends received from jointly controlled companies 9.8 17.6 BWHEATZRE
Dividends paid to: ENRET
- Shareholders (101.8) (97.7) - KRR
— Minority interest - (.8) - PEERER
Net cash outflow from returns on investments
and servicing of finance (90.9) (69.0) WEWRRVBEH 2RSSR EE
Investing activities REER
Purchase of fixed assets {(45.3) (61.8) BERTEE
Sale of fixed assets 8.9 75.2 LEREAE
Investment in jointly controlled companies (30.9) (46.8) EREZQRIZIRE
Sale of shares in jointly controlled companies - 100.4 S HIZE L R
Loans advanced to jointly controlled companies (21.8) (6.4) FHIEAFER
Net decrease in staff loans 28.6 8.9 BB EREFEE
Net (increase)/decrease in short-term B=ERERZEREN
deposits maturing after three months (1.6) 2.8 ($&50) R FER
Net cash (outflow)/inflow from investing activities (62.1) 72.3 REERZRe (RE) /RAFE
Net cash inflow before financing 114.8 192.7 BEAZRERANFE
Financing 23(b) mE
Repayment of term loan (3.0) (2.8) BEREER
Purchase of Company’s shares (6.4) (271.8) A EIPNYNE
Net cash outflow from financing (9.4) (274.4) mﬁézfﬁﬁmﬁﬁréﬁ
increase/(decrease) in cash and cash equivalents 23() 105.4 (81.7) RERASZEREM (R
Effect on net liquid funds YRE}ESEFHYE
Increase/(decrease) in cash and cash equivalents 105.4 (81.7) BeRESSEWEN (B
Net increase/(decrease) in short-term BM=EAERZEHEX
deposits maturing after three months 1.6 (2.8) IR ) FE
increase/(decrease) in net liquid funds 23(d) 107.0 (84.5) FREBESFELN G

Definitions of cash and cash equivalents and of net liquid
funds are set out in note 2(i) to the accounts.

The notes on pages 29 to 47 form part of these accounts.
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"

Staterent of recognised gains and 0sses

for the year ended 31st December 2001

Note
(in HK$ Million) Rt

Profit attributable to shareholders

Total recognised gains and losses

Elimination against reserves of goodwili arising 21
on acquisition of a jointly controlled company

2001 2000
312.2 400.4
312.2 400.4

- (26.0)
312.2 374.4

— § = paagtoe - W o
. ‘ﬂ%@ai‘!ﬂﬁﬁ:j';ﬁl SR

BE-EF—E£+-_5=+—HIFE

(BEHET)

B SR B R R

BRERKSEISAE

T EHREKRE-—BREAT
ZHRE

The notes on pages 29 to 47 form part of these accounts.
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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 alrcraft 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 two material jointly controlled companies are
provided under note 16,

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. The accounts are
prepared under the historical cost convention.

(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.

(c) 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.

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.

(d) 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 {0 the separable net assets at the date of acquisition. In
previous years, goodwill was taken to the revenue reserve in the year in
which it arose. Upon the introduction of SSAP 30 “Business combinations”,
the Group has adopted the transitional provisions prescribed therein. All
goodwill arising before 1st January 2001 will continue to be held in the
revenue reserves and no reinstatement has been made. 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.
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Notes to the Accounts / B B #i3E

The gain or loss on disposal of a subsidiary or jointly controlled company
includes the unamortised balance of goodwill relating to the entity disposed
of or, for acquisitions prior to 1st January 2001, the related goodwill written
off against reserves to the extent it has not been previously realised in the
profit and loss account.

(e) Foreign currencies

Foreign currency denominated monetary assets and liabilities and the
balance sheets, as well as the Group’s share of results of foreign jointly
controlled companies, are translated intc Hong Kong dollars at the rates of
gxchange 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 reserves.

(f) 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.

(g) 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 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. All buildings
are depreciated over 40 years and facilities over 20 years from the date of
occupation. Plant and buildings under construction are not depreciated.

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.

(h) 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.
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(i) Cash and cash equivalents and net liquid funds
Net liquid funds comprise cash at bank and in hand and short-term deposits.

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.

() 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.

(k) Turnover and revenue recognition

Turnover is the aggregate of amounts invoiced to customers. Invoices are
raised either on completion or on stage of 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.

(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. The profit and loss account is
charged each year with the contribution to the MPF and actuarially determined
contributions to the defined benefit retirement schemes based on the actuarial
valuations. These arrangements are described more fully in note 26.

(m) 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.

(n) Dividends

In accordance with the revised SSAP 9 “Events after the balance sheet
date”, the Group no longer recognises dividends proposed or declared after
the balance sheet date as a liability at the balance sheet date. This change in
accounting policy has been applied retrospectively and the comparatives
presented have been restated to conform to the changed policy.

As detailed in note 21, this change has resulted in an increase in opening
retained earnings at 31st December 2000 of HK$63.4 million (31st December
1999: HK$55.5 mitlion).
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Notes to the Accounts / B& B Hit3E

3. Staff remuneration 3. REHMH
Total staff remuneration for 2001 was HK$1,052 million (2000 : HK$892 million). TEE-FHBEFMARERTEITEEL
The five highest paid employees included four (2000 : thres} directors whose (CEEZFREENEBATAET) - A2 E=E
remuneration is shown in note 4. The remuneration of the remaining one BEPORENE(CETTFAR=-R)EF  EFHE
(2000 : two) highest paid employees comprises: M4 - BT —E (CETEERNEB) GO BEY
e s
fin HK$ Million) 2001 2000 (EME BT
Pension scheme contributions 0.1 - RREETEIMER
Salaries, allowances and benefits in kind 2.4 4.1 e  ZEBEREVFE
2.5 4.1
4. Directors’ remuneration 4. EEME
(in HK$ Million) 2001 2000 (BEEET)
Fees 0.1 0.1 ke
Pension scheme contributions 0.6 0.3 RIREETEIER
Salaries, allowances and benefits in kind 14.4 15.0 e BMEREDFZ
15.1 16.4

Number of directors

EEAE

Distribution of Directors’ remuneration: BEEREOR

HKS$0.0M - HK$1.0M 10 11 BERTERE—SET

Over HK$1.0M — HK$1.5M - 1 BE—EETULEEEE-—ER+ET

Over HK$1.5M - HK$2.0M - 1 BE-EATETULEEEE _FE8x

Over HK$2.0M - HK$2.5M 1 - BE_HEANLEESE _BR+ER

Over HK$2.5M — HK$3.0M 1 1 BE _BATETUELESRE =88R

Over HK$3.0M — HK$3.5M - 1 BE=RETNLIEAB-_EATET

Over HK$3.5M - HK$4.0M - - BECHATETUEEEBUEET

Over HK$4.0M - HK$4.5M 1 1 BENEE TN LEEENERETET

Over HK$4.5M — HK$5.0M - - AENRA+ELUNEEESRIEET

Over HK$5.0M — HK$5.5M 1 - AERNEETULEERESTIERTER

14 16
Directors' fees paid to the independent non-executive Directors during the AEERINTECIEESREZ HEEHEETE
year totalled HK$O0.1 million (2000 : HKS$0.1 million); they received no other T ZEERFEREETER)  BELERAATH
emoluments from the Company or its subsidiary company. EMBARWBEMHS -
5. Profit on sale of staff housing 5. HEETIERRR
In 2001, the Company disposed of the last residential unit at Twin Bay Villas, ZET—F ARREE T &E— @1&?%@?@?%
Clearwater Bay Road, Sai Kung, New Territories (2000 : 11 units). These 7J</ ERRAMNEZAEEM (CFEEFAT A -
properties were originally acquired in 1970 as staff quarters. EMERRN—AEZEFE AN {‘E BETL
Eﬁﬁ °
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6. Profit on sale of business to a jointly controlied company 6. HEXRF--RHEEQARRT
The profit arose from the sale of the Company’s wheel and brake business GEFREREARA ZERRESHH XD

to Goodrich Aerospace Asia-Pacific Limited (GAAP). Goodrich Aerospace Asia-Pacific Limited (GAAP)
7. Profit on sale of shares in jointly controlled companies 7. HEHZEQATRMGER
The profit on sale of shares in jointly controlled companies in 2000 EETEREREL AR 2 BFREHERD
represented the profits of HK$25 million and HK$21 million respectively from }K\\%‘/%ﬂ, EREIMAEISIRIEBIR A F) ;72354*@1?
the sales of a 5% shareholding in Hong Kong Aerc Engine Services Limited FMMIEFR L - REMBridgestone Aircraft
(HAESL) to SIA Engineering Company Limited and of the Company’s entire Tire Company (Asia) Limitedz 2%EH T
shareholding in Bridgestone Aircraft Tire Company (Asia) Limited to Bridgestone Corporation » It E/EE) 7 Bl AR L F]
Bridgestone Corporation. BRaFMEE T Ra st RkEE - T -"Ex -
8. Net finance income 8. HMBWARE
(in HKS Million) 2001 2000 (B EEL)
Finance income 20.0 33.8 B A
Interest on bank loans and overdrafts (1.2) (1.0) RITEREEIZHE
Interest on long term loan not wholly repayable

within five years (9.4) (9.6) BERAFAZHEEZRBEFFE

9.4 23.2

9. Share of results of jointly controlled companies 9. EEREQRESE
(in HKS Milion) 2001 2000 (BEEET)
(a) Attributable pre-tax results from: (a) BEIEIRBIAT#ERE -

- Hong Kong Aerc Engine Services Limited 127.7 81.4 - BAMEREBREREERAF]

- Taikoo (Xiamen) Aircraft Engineering

Company Limited 78.7 66.1 - BEFIARSRBIRERLE
- Other jointly controlied companies 15.8 15.5 - B HELE
2222 163.0

(b) Less: Share of taxation thereon: (b) & HELFE

- Hong Kong Aero Engine Services Limited (19.7) (21.5) - BEREMEREREEREBRAT

- Taikoo (Xiamen) Aircraft Engineering

Company Limited (2.7) (5.3) BEFRERETEARE S
- Other jointly controlled companies (2.7) (2.6) - EI‘#@#J?’&T

(25.1)  (29.4)

{c) Attributable post-tax results from: (c) BIEBRKEEERS
- Hong Kong Aero Engine Services Limited 108.0 59.9 - EEMTBYBBEIERBERAS
- Taikoo (Xiamen) Aircraft Engineering
Company Limited 76.0 60.8 - EfREREIEERD
- Other jointly controlled companies 13.1 12.9 - e NG

197.1 133.6
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Notes to the Accounts / BR B fisE

10. Taxation 10. B8
Note
(in HKS Million) kiked 2001 2000 (BHEEET)
The taxation charge comprises: HEZHERE .
The Company and its subsidiary company: KARREMBAT
Deferred tax 17(c) (12.0) 5.3 BTG
Share of taxation attributable to
jointly controlled companies (25.1) (29.4) FEMRRIENT 2 HHIE
(37.1)  (24.1)

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.

11, Profit attributable to shareholders
Of the profit attributable to shareholders, HK$129 million (2000 : HK$297
million) is dealt with in the accounts of the Company.

12. Dividends

(in HK$ Million) 2001 2000

E&EEzERVUATIE R 2 AR HHIRESRMEE
PIARE BEAEEEBNERIELES - BIFUET
BREZERRARBZHEFE -

ERMAERRERARBERLERE -

11 RREAGEF

REREENT B ERTATREAREE &
ZTHhEEBR(ZETEFRB¥ _BATER
B -

Interim, paid on 24th September 2001,
of HK$0.23 per share (2000 : HK$0.23) 38.4 42.3

Final, proposed, of HK$0.42 per share
(2000 : HK$0.38) 69.9 63.4
108.3 105.7

RIFZ-FAAITHECREZFHRE
SRUEH0.23T (Z 2T TFR/EK0.237T) -

FRR R S SiE%0.427T
(ZEEFERBEH0.387T) -

A final dividend in respect of 2001 of HK$0.42 (2000 : HK$0.38) per share is
proposed by the Board. The proposed dividend is not accounted for until it
has been approved at the Annual General Meeting. The amount will be
accounted for as an appropriation of the revenue reserve in the year ending
31st December 2002.

13. Earnings per share

Earnings per share are calculated by reference to the profit attributable to
shareholders of HK$312 million (2000 : HK$400 million) and to the weighted
average of 166,945,373 (2000 : 181,150,644) ordinary shares in issue.
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14, Fixed assets 14.BEEE
Group and Company

SERDE]
Land held in
Hong Kong ~ Plant and Total held
on medium Plant, Equipment buildings by Group
term lease machinery and under and
EEREE and tools Motor  furniture construction  Company
2T~  Buildings EE - #3% vehicles RER BERBE SERAF
{in HK$ Million) RERIEEY BF EIE HE R RIBF  EEEHE CBEEZT)
Cost RiE
At 31st December 2000 21.0 1,066.4 930.8 109.8 69.3 45 22018 ZEZTFF+-_A=+-B#E
Additions and transfers - - 22.9 10.1 5.8 (0.2) 38.4 HEERER
Disposals ~ - (26.6) (6.5) (10.0) - (43.1) HE
At 31st December 2001 21.0 1,066.4 927.1 113.4 64.9 43 21971 —ET-F+_A=+—-BHEE
Depreciation HE
At 31st December 2000 1.0 66.6 298.2 72.7 55.3 - 493.8 CZERTE+_R=+-H&HEE
Charge for the year 04 26.7 56.0 13.4 6.9 - 103.4 AEENE
Disposals - - (20.7) (6.4) (8.7) - (35.8) W&
At 31st December 2001 1.4 93.3 333.5 79.7 53.5 - 561.4 —_TE—F+_A=+—BEE
Net book value EREFE
At 31st December 2001 19.6 973.1 593.6 33.7 114 43 11,6357 —ET—E+-_AZt+—HKE
At 31st December 2000 20.0 999.8 £632.6 37.1 14.0 45 11,7080 CZEBETEF-A=-+—HEE
15, Subsidiary company 15. B2 &
Company
G
(in HK$ Million) 2001 2000 (BEEET)
Unlisted shares at cost 0.3 0.3 JELTRRE

The Company holds 60% of the 800,000 issued and paid ordinary shares of AREBEEENBOAREZEFNERMERD RS ET

HK$1.00 each in South China Aero Technology Limited (SCAT). RE2HERAEEE -T2 R TEREBBRTES
ZARTIREE

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

MEBARZ TEEBIIREN+H -
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Notes to the Accounts / BR B #9:%

16. Jointly controlled companies 16. HEAQF
Group Company
£E AL
(in HKS Million) 2001 2000 2001 2000 (B S &)
Unlisted shares at cost 236.5 205.6 236.5 205.6 JELMERRE
Attributable post-acquisition profits 413.0 225.7 - - gt J 2oyl
649.5 431.3 236.5 205.8

Goodwill (29.5) (30.4) BE
Share of net assets 620.0 400.9 EBIEEEFE
Loans due from jointly controlled

companies 249.6 221.2 249.6 221.2 HEATREEMN
Loans due to jointly contrclled

companies (1.1) (1.1) (1.1) (1.1) FEHITDAUER

868.5 621.0 485.0 425.7

Dividends received and receivable
from jointly controlled

. companies 9.8 7.4 B R U HIE R B E
Loans due from jointly controlled companies included an amount of RIENEIREEFETELE _EELEEL(CETE
HK$207 million (2000 : HK$188 million) which was subordinated to the FEEBB-EN\TAGERD ZEERFE—HIZELT
repayment of the bank loans of a jointly controlled company. ERRBITERZE -

HK$79 million or 36% of the Group’s share of the pre-tax results of the jointly EEEGAELTRUAEERTEE-TAEE R
controlled companies (2000 : HK$65 million or 40%) was contributed by FEOZE=TRN(CEEEFRER S TAEELHE
companies operating in Mainland China while the remaining amounts were SZO+)REXRPEALENRT - s TRRER
contributed by companies operating in Hong Kong. BEREENRQR

In May 2001, the Company completed the purchase of a further 4.09% RIZZE—FER A FLFATRE-—SWEEPIASL

equity interest in Taikoo (Xiamen) Aircraft Engineering Company Limited, RMTERERLIE S ZEHBETAMEDS S E
thereby increasing the Company’s stake to 49.55%. ARZEEEEESZMNTAEESR -
The principal jointly controlled companies are shown on page 47. FEHREFRATINEE+TLE -
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16. Jointly controlled companies (cont'a)

The financial results of the material jointly controlled companies, Hong Kong
Aero Engine Services Limited (HAESL) and Taikoo (Xiamen) Aircraft
Engineering Company Limited (TAECO) at 31st December are as follows:

16, =N H @)

fi=d
TEHEARRENTRDREERBBRAF (BE

MEBERECRZ LR REFAGREIRERA
BEMPARRETEAR) Mt A= T —B 2875

FEMT
HAESL TAECO
BEMTHEEEERELT EFATRMIRELE
fin HKE Mittion) 2001 - 2000 2001 2000 (BEEET)
Turnover 3,279.2 2,5038.3 591.2 586.4 EREE
Operating profit 327.4 238.9 173.6 167.9 EERF
Net finance (charges)/income {43.6) (60.2) 1.4 (9.0 B (2 AR E
Share of results of associates - - (14.6) 0.4 BiEBBELSIEE
Profit before taxation 283.8 178.7 160.4 159.3 BRIR AT
Taxation (43.7) (47.2) (6.0) (12.2) g
Profit attributable to shareholders 240.1 131.5 154.4 1471 BR R FE R i |
Funds employed: BEwiER
Long-term assets 771.6 782.0 746.8 722.3 REAE
Current assets 1,450.3 939.7 178.0 137.2 REEE
2,221.9  1,721.7 924.8 859.5
Less : current liabilities 1,019.5 765.9 105.1 154.2 BORBAE
1,202.4 955.8 819.7 705.3
Financed by: BRI
Shareholders’ funds and loans 080.2 £608.7 805.1 650.7 BRESRER
Long-term liabilities 2222 257.1 14.6 54.6 REEE
1,202.4 955.8 819.7 705.3
Group’s weighted average %
shareholding in the year 45.0%  46.1% 47.9%  43.7% SERFEEZMETAESESE
Group's share of profit
attributable to shareholders 108.0 59.9 76.0 60.8 SEEERFEH
Group’s share of funds employed
at 31st December 441.2 314.6 395.9 289.7 EHEELEASER

TERBIBERLI FTT-—FRE
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Notes to the Accounts / BB B i3t

17.Deferred items

(a) 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.

(b} Interest receivable

The loan due from HAESL, which is included under investment in jointly
controlled companies in note 16, is interest bearing and is expected to be
received after 31st December 2002.

(c) Deferred taxation

Group and Company

17.EEER

(a) HZ

ZEREESE  BEEEIEEER _EENEZT
TEERESHENERE LERETEY BRSE
REiEs - BE Y BERATRARBEEE Bl
RIETER -

(b) EWFIE

PIBRNE 1 CELEATNRAE, BEREEEH
GERBATREERATHE  TEIRN-TE=
E+= A=+—BiEHgE -

(c) EAEHE

EF R RF
(in HKS Million) 2001 2000 (B EET
At 1st January 46.3 51.6 —A—HEE
Transfer from/(to) profit and
loss account BE(BE)BEEER
- Current year charge 2.8 1.6 - REExL
- Offset of tax losses 9.2 12.0 (6.9) (5.3) - HEsTRIREE
At 31st December 58.3 46.3 +ZRA=T—B&E
Provided in accounts in
respect of: FERE FIRELITIEE:
Accelerated depreciation
allowances 147.2 147.4 MERERTIE
Offset of tax losses {88.6) (97.8) RIEHIREE
Other timing differences (0.3) (3.3) Hih =7l
58.3 46.3

Provision has been made for all significant deferred taxation Habilities.

18. 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$52 million (2000 : HK$52 million) and HK$55 million (2000 : HK$40
million) respectively. The remaining balance is carried at cost.
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18. FERKRREIR
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19. Debtors and creditors

The credit terms given 1o the customers vary and are generally based on the
financial strengths of individual customers. Credit evaluations of debtors are
performed periodically to minimise any credit risk associated with
receivables.

As at 31st December 2001, 85% of debtors (82% as at 31st December
2000) and 93% of creditors (99% as at 31st December 2000} were aged
under six months.

19. B R B ERIE
BTEENEEHRTSMER - — AR TEGIEEN
BBENME - AL ERHERAEERTE - U
HEREEREFEEHNERERR -

“EE-F+-A=T—BH#EE BAOZSTHE
WERERE(ZEEEFI A=+ HEEREDSZ
N+ D REDINTZRENERE(CEETFE+ A
=T-REERBDZIN T ZREENEA -

#

20. Share capital 20. B &
Company
NG|
No. of shares HKSM
BRAEE EHEET
Authorised: ZEERK

Ordinary shares of HK$1.00 each

At 31st December 2000 and 2001 210,000,000 210.0

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

At 31st December 1999 185,089,750 185.1

Shares repurchased and cancelled (18,108,300 (18.1)
At 31st December 2000 166,983,450 167.0
Shares repurchased and cancelled (632,000) (0.5)
At 31st December 2001 166,451,450 166.5

BREEEE1.00TERR
EERERFEFTRAZt-H&EE

BITRBERE
FREEEE1.00TERR
—NWANETZRA=Z+—-BEE
E O LR
“EETET_A=t+—0KE
EAENS S-S e

TR —FTZA=Z+—H&H

During the year under review, the Company repurchased 532,000
{2000 : 18,106,300) of its own shares on the Hong Kong Stock Exchange
(in 2000, 16 million of the shares were repurchased off-market) at an
aggregate consideration of HK$6 million (2000 : HK$272 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 21.

EREEAR  ARAEFEBERBMMEREES
REET(CEEREREY BT BELER
#532, 0001 (ZS22EF518,106,3008 @ &
H5EEIEF16,000,0008) -

FRrERBE L IIMBERIRESH - SOME21 FIRE - —
ERERCHERNEEZ AR REEBERAA
N
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Notes to the Accounts / BE B Fi=

21.Reserves

(in HKS Million)

Group
At 31st December 1999,
as previously reported
Change in accounting policy
to proposed dividend
At 31st December 1989,
as restated (Note 2{n))
Profit attrioutable to shareholders
Goodwill on acguisition of jointly
controlled company
Repurchase of own shares
- premium paid on repurchase
- transfer between reserves
1999 final dividend paid
2000 interim dividend paid
At 31st December 2000

The Company
Subsidiary company
Jointly controlled companies

At 31st December 2000,
as previously reported
Change in accounting policy
to proposed dividend
At 31st December 2000,
as restated (Note 2(n))
Profit attributable to shareholders
Repurchase of own shares
- premium paid on repurchase
- transfer between reserves
2000 final dividend paid
2001 interim dividend paid
At 31st December 2001

The Company
Subsidiary company
Jointly controlled companies
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21. #&1E
Capital
redemption
Revenue reserve
reserve EARED Total
U fEtE Eded a%s (B EET)
EJC7)
2,262.9 0.1 2,263.0 —NANETZA=ZT—BRE  ZAIRE
55.5 - 555 BIEREBRES 2
2,318.4 0.1 23185 —NANNETZAZ+—HEE - o2 EF
400.4 - 400.4 RRFE R
(26.0) - (26.0) BRI AR EEE
BEARLRRGS
(253.4) - (253.4) - BEGE
(18.1) 18.1 - - R
(55.5) - (65.5) BN —ANNERBRE
(42.3) - (42.3) ENZEETEREHEER
2,323.5 18.2 2,341.7 TERTE+ Ao+ —BEE
2,090.5 18.2 2,108.7 FiN/NG]]
7.3 - 7.3 by RNE]l
225.7 - 225.7 RSt
2,323.5 18.2 2,341.7
2,260.1 18.2 2,278.3 —EEEFET_AZA+—BHEE  MZERE
63.4 - 63.4 BEHREHERRE 20
2,323.5 18.2 2,341.7 —EEEFE+_A=Z+—BEE  mfE2nES
312.2 - 312.2 AR R R
BRADIRD
(5.9) - 5.9) - BREURE
(0.5) 0.5 - - REEER
(63.4) - (63.4) ENZSETERERE
(38.4) - (38.4) ENZZT—FFRERKRE
2,527.5 18.7 2,546.2 CEE-E4 -z +-RHEE
2,107.0 18.7 2,125.7 /NG|
7.5 - 7.5 Mg e
413.0 - 413.0 HiENT
2,527.5 18.7 2,546.2




21.Reserves (cont'a)

21.#E @

Capital
redemption
Revenue reserve
reserve  ARED Total
(in HK$ Mitlion) Wi FER =4 o (BESET)
Company Al
At 31st December 1999,
as previously reported 2,137.6 01 2,187.7 —ANNAE+ZA=+—B&£E  WrEHEs
Change in accounting policy
to proposed dividend 55.5 ~ 55.5 BITHENHRRE 2 E
At 31st December 1999,
as restated (Note 2(n)) 2,193.1 01 2,193.2 —ANANETZA=+—BHE W2 ESY
Profit attributable to shareholders 297.1 ~ 297 1 BREEERT
Repurchase of own shares BN o)
— premium paid on repurchase (253.4) - (253.4) - BERE
- transfer between reserves (18.1) 18.1 - - REEER
1999 final dividend paid (55.5) ~ (55.5) Eff—ANNEFREEE
2000 interim dividend paid (42.3) - (42.3) ENZETEFTHHEES
At 31st December 2000 2,120.9 18.2 2,139.1 “EEEFT B+ —HEE
At 31st December 2000,
as previously reported 2,057.5 182 2,075.7 TEEEFT A=+ —HEE  mrAmE
Change in accounting policy
to proposed dividend 63.4 ~ 63.4 SHEEHBRERE ZWNE
At 31st December 2000,
as restated {Note 2(n)) 2,120.9 18.2  2,139.1 ZEEEFTZAZ+-BRE - mFFE2nED)
Profit attributable to shareholders 129.4 - 129.4 RE R E(5R T
Repurchase of own shares BEE A B
- premium paid on repurchase (5.9) -~ (5.9) - BEEE
- transfer between reserves (0.5) 0.5 - - FREEER
2000 final dividend paid (63.4) - (63.4) ER-ETETERBRE
2001 interim dividend paid (38.4) - (38.4) EN-ET—EhHRe
At 31st December 2001 2,142.1 18.7 2,160.8 —ET—E+-RA=t+—BEE

Distributable reserves of the Company at 31st December 2001, calculated
under section 79B of the Hong Kong Companies Ordinance, amounted to
HK$2,142 million (2000 : HK$2,121 million).

The revenue reserve includes HK$69.9 million (2000 : HK$63.4 million)
representing final dividend for the year under review (note 12).

*Eﬁ%%fa’_\ BRAIEE+N (B)IKETE » QTR

—F+= HE+ BelnblzHBREE -+
—1,%.:1:‘5%7‘5(:2?25 BT —E T
BET) -

W BEReEAFERBERE E12) BB TAE
NTER(ZFEREREEAT=ZE0+EBT) °
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Notes to the Accounts / BE B Ff&E

22, Long term loan 22. REER
Group and Company
RN
(in HKS Million) 2001 2000 (B EET
Outstanding at 1st January 113.4 116.2 R—RB—BHREE
Repayment during the year (3.0) (2.8) REFEREER
Balance at 31st December 110.4 113.4 T AZT-H#&E
Maturity profile: BIEARR ¢
Repayable within one year 3.3 3.0 R—EREE
Repayable betwsen one and two years 3.6 3.3 R—FEEMFNEE
Repayable between two and five years 12.7 11.7 RREERFNEE
Repayable after five years 90.8 95.4 RHEEESR
110.4 113.4
Amount due within one year included under ANRBBERETER
current liabilities (3.3) (3.0 —ERERRE

107.1 110.4

The loan is provided by Troon Limited, a subsidiary of Cathay Pacific Airways ZEEFEREENEERLATZME LS Troon

Limited, to the Company for the construction of storage areas for aircraft Limitedi2t FARQE] - WA R BRI RIEN EER
spares within the Company’s facilities. The loan is unsecurad and repayable WEEHERE - EERTERE  a—AANET
over 40 semi-annual instalments from December 1998 to June 2018, ZAERZF - \ENASOTEEXEHEE - FHE

It bears an interest rate of 8.35% per annum subject to review on the 10th BEAZN \E=ZR  RERTEAERELRT - TF&
anniversary. During the year, the interest incurred was HK$9 million ERENMESBENGET (CTTTELRBE—T
(2000 : HK$10 million). The loan arrangement constitutes a transaction with a BT c REEHERENE_THRIEREALRE]

related party as defined in SSAP 20 “Related party disclosures”. RE  FZEBRTHEN ERE-—ZBHEALTZ
23. Notes to the consolidated cash flow statement 2. FERERBRME
(in HKS Million) 2001 2000 (REEET)
(a) Reconciliation of operating profit to net cash (a) EXEFIMERXFLRAFEHER
inflow from operating activities
Operating profit 117.8 238.6 EEET
Depreciation 103.4 105.6 e
Negative goodwill arising on acquisition of
additional interest in a jointly controlled company (0.9) - WE—FHEEAREIINESEEZBREE
Gain on disposal of fixed assets and staff quarters (1.6) (64.8) ﬁ%ﬁé%&ﬁﬂzﬁﬁﬂﬂé
Profit on sale of business to a jointly
controlled company (6.8) - HEER T —RAELTHF
Profit on sale of shares in jointly
controlled companies - (46.4) HE § Tﬁﬂ =
(Increase)/decrease in promissory note (0.9) 7.7 Efﬂm R
Increase in stocks and work in progress (25.8) (67.5) &iiml%zi‘“é’m
Decrease/(increase) in debtors and prepayments 40.8 (25.9) HEL{'SZ&?EHEEIEW?/ (18 0)
Increase in creditors and accruals 41.8 421 FEIS R BATRRIRIE /N
Net cash inflow from operating activities 267.8 189.4 EREBRSTANEE
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23. Notes to the consolidated cash flow statement conta) 2. ZERERERMT @

Minority
Long-term interest
loan LB Total
(in HKS$ Million) EHER  REES B (B EET)
(b) Analysis of changes in financing (b) BEZETH
At 31st December 1999 116.2 4.8 121.0 —NANFEF+ZR=T—HEE
Repayment of term loan (2.8) - (2.8) HERBPEN
Minority interests’ share of profit - 0.3 0.3 DB REREIEET
At 31st December 2000 113.4 5.1 118.5 ZEETEF+ B+ HEE
Repayment of term loan (3.0 - (3.0) EERHER
Minority interests’ share of profit ~ 0.1 0.1 PR EER 2 BERT
At 31st December 2001 110.4 5.2 115.6 —FE—FE+_R=-1+—H#E
(in HK$ Million) 2001 2000 (BEEET)
(c) Analysis of changes in cash and cash equivalents (c) B2 REZZENEBHTI
At start of the year 7.6 89.3 REERE
Increase/(decrease) in cash and cash equivalents 105.4 (81.7) BehESSEMLN (RL)
At end of the year 113.0 7.6 TEREE
(d) Analysis of changes in net liquid funds (d) REBEZFHREBTW
At start of the year 18.5 103.0 TEERE
Increase/(decrease) in net liquid funds 107.0 (84.5) REIE S BRI, OB
At end of the year 125.5 18.5 REERHEE
(e) Analysis of net liquid funds at end of the year () RERZEZREEE FEII
Cash and cash equivalents ReRkBE2EEYD
- Deposits and bank balances 113.0 7.6 - R RRITET
Deposits maturing after three months 12.5 10.9 B=AAERTR
125.5 18.5
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Notes to the Accounts / BR B MizE

24, Capital commitments 24 EXMEE
Group and Company
P SENG|
(in HK$ Million) 2001 2000 (B EET)
Contracted for but not provided in the accounts 26.7 39.2 KEETHE RTEEBRTA R EELE
Authorised by directors but not contracted for 255 19.1 REZB[HEBRIHD
The Group’s share of capital commitments of jointly LT EREREEEERIEARI AN
controlled companies not included above: EEDRT
Contracted for but not provided in the accounts 67.8 51.6 EETHBRTERRTAF 1R B
Authorised by directors but not contracted for 119.2 28.3 CEERHERRETY

The above commitments include an additional investment in Shandong LlFRERERLURAAREIREERATEMZER
TAECO Aircraft Engineering Company Limited to assist with the financing to B UMY ELEREES — FigE -
construct a second hangar.

25.Lease commitments 25 HEAE
Group and Company
EER LA
(in HK$ Mitlion) 2001 2000 (EHEEET)
At 31st December 2001, the Group had future TEET-FT_A=+—BEE £F
aggregate minimum lease payments under AR TRIEEEBEB Y HERE
non-cancellable operating leases as follows: X HEEAT:
Land and buildings: THREF
Leases expiring: A BRmESRT
- Within one year 57.0 55.5 - —FR
- After one year but within five years 225.1 220.7 - —EBAFA
— After five years 645.0 685.1 - Lk

927.1 961.3
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26. Retirement benefits

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. Since 1st December 2000, all new staff
employed have been enrolled in the MPF. The contributions charged to the

26. RIKER

RIBEEE_A-BAIEARGERZESR 7
BESNEBMNEHNELES BES) SHERNATER
HRIBRIETE - E:%@%i-ﬂ-‘ﬁ—aﬁ_ B HEE
RMEBEMAREDEE - DHEBIEABEERSR

profit and loss account in respect of the above schemes were as follows: ZHEET
(in HKS Million) 2001 2000 (BEEET)
Local Staff Retirement Benefits Scheme 30.0 - i 8RR EFFTE
Expatriate Staff Retirement Benefits Scheme - - MR BB B RETIETE
MPF Scheme 2.2 0.1 BIEEITE

32.2 01

(a) Defined benefits retirement schemes

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.

Staff employed on expatriate terms are eligible to join another scheme, the
Hong Kong Aircraft Engineering Company Staff Retirement Benefits Scheme.
Both members and the Company contribute to the Scheme.

The two Schemes are defined benefit plans. The latest available actuarial
valuation was undertaken as at 1st January 2001 by Watson Wyatt, an
independent firm of actuaries, using the attained age method. The valuation
reported that the asset market valuation as a percentage of the present value
of past service liabilities was 121% for the Local Staff Scheme and 189% for
the Expatriate Staff Scheme, assuming a long-term average investment
return of 1% higher than the average salary escalation rate. Watson Wyatt
has recommended that the Company’s contribution should be HK$30 million
for the Local Staff Scheme and nil for the Expatriate Staff Scheme during
2001, which has been charged to the profit and loss account.

(b) MPF scheme
Where staff have joined the MPF, the Company and staff are required to
contribute 5% of the emplayees’ relevant income (capped at HK$1,000 per

month for each staff member’s contribution).

(a) FERUIBREE

FEETMETRBRARZ T EBRIEFGE
AEFERZ BT BRI IRFRIRER » 28)&
BREREZIEMEE I —YENZE2HER B

BAMZ B -

£

Iﬂ]ﬂﬁﬁiﬁlf

BEIMER f%?ﬁEﬁZE&E@'JTQ‘JDn—EW%J*
EERBTIEFRARBERKENTE - BER
EISRAR G IR

RERKEBEFTE - ZFHER
ERESH -8

FZMIERTEER
—EE-E—A—BIZEBHTAEE
ST ZREE AT Watson Wyattlg D ETESEEE - 2
BES a&d BEREZzRPTHEREEF 2 Fi4
BEESZ—  AiblE B REIME BRERMIEF G
%JZéF‘mﬁéﬁiiﬁ&ﬁﬁ%ﬁgaﬂmﬁ ZBEZRELE
AABEAZ—BIT—RESZ-BATH

Watson WyattBEB@BA DR ST —FH AR
BRNEFHBIZHIESEE=TET UWEESR
EMERE B ENEN BN FEHEE - IR

BEEABHER -

(b) BELITE

Eé\ﬁuﬂmaﬁaé BEIREIESNZE 3 2P D T
B HREREEAHNA B ZE(E—RER
BHFE FRAEAEE—T) -
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27.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
usual course of business. The aggregated transactions and balances which
are material to the Group and which have not been disclosed elsewhere in
the annual report are summarised below:

27. FREALXS
AEEEETEREALRS - IERSHRE—R
BRETUREEFEBEFTET - FREEZEX
RABREUERAGENRE LEXHBERTFR
BHBEENOT

Jointly controlled Other related
companies parties Total
Note TR F] HiaoBREAT BT
(in HKS Million) ke 2001 2000 2001 2000 2001 2000 (BEEET)

Revenue from provision

1,111.6 972.9  BRERBAEZIEA

16.5 18.3 BERS

|

ToR=ZT—B#ERURA
ToR=T—RBAEHEEMNERR

of services a 193.0 154.0 918.6 818.9
Purchase of services b 5.6 7.1 10.9 9.2
Debtors at 31st December c 114.8 92.4
Creditors at 31st December ¢ 7.4 15.3
Note: B aE:

a. Revenue from the provision of services to jointly controlled companies comprised mainly
services to HAESL and TAECO. Services provided to HAESL included engine component
repairs charged at normal commercial rates and the provision of certain administrative
services charged at cost based on the agreement with Rolls-Royce plc concerning the
formation of HAESL. Services provided to TAECO related principally to charges at
commercial rates covering the stationing of a working team of 150 people on average in
TAECO and management services. Services provided to other jointly controlied
companies included component and other operational support charged at normal
commercial rates.

Revenue from the provision of services to other related parties comprised maintenance
charges for the Cathay Pacific Airways fleet, the Dragonair and Air Hong Kong fleets as
well as logistic support and storage charges for Cathay Pacific Airways.

b. Purchases of services from jointly controlied companies comprised mainly overhaul
charges for work carried out on aircraft components by HAESL.

Purchases of services from other related parties comprised mainly a services fee payable
to John Swire & Sons Limited of HK$3 million (2000 : HK$4 million) and reimbursement,
at cost, of expenses incurred of HK$8 million (2000 : HK$5 million).

¢. The outstanding amounts at 31st December 2001 due from/to other related parties are
contained respectively in “debtors and prepayments” and “creditors and accruals” in
the consclidated and company balance sheet.

With the exception of the services fee payable to John Swire & Sons Limited as described
in note b, none of the above related party transactions constitute a disclosable connected
transaction as defined in the Listing Rules.

28. Subsequent event

In January 2002, the Company announced the discontinuation of the
contract staff housing loan scheme. Instead, the Company has arranged for
a bank to provide housing loans to staff at a preferential interest rate. This
will result in staff housing loans of approximately HK$170 million, included
under current assets, being repaid to the Company during 2002.
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% ) ~ e =
iointy controlied companies FEMBRARIMAEZAE
at 31st December 2001 —EFFf A= —BRE
Owned by
Place of jointly
incorporation . controlled
and cperation Owned companies Attributable
MR R Principal activities directly HIEQF] to the Group
AT TEER BEHEE EH SBiEE
Subsidiary company:
MEAT:
South China Aero Technobogy Limited Hong Kong  Aviation products trading 60% - 60%
EFEMERMERLR E nEERES
Jointly controlled companies:
HEBAF
GE Engine Services (Xiamen) Xiamen Aircraft engine overhaul services - 20% 9.9%
Company Limited EM RIEBEER AR
BERZEEHRS (BEPDARA
Goodrich Aerospace Asia-Pacific Limited Hong Kong  Carbon brake machining and 49% - 49%
(formerly named BFGoodrich Asrospace EE wheel hub overhaul
Asia-Pacific Limited) WEEHA Y RREAE
(317 BFGoodrich Aerospace
Asia-Pacific Limited)
Honeywelt TAECO Aerospace Xiamen Aircraft hydraulic, pneumatic, 25% 10% 30%
(Xiamen) Company Limited =t avionic component and other
EMEREBASFRERLA aviation equipment repairs
FASEE - ﬁﬁ[ﬁ S MEEMER
HfbfzEs IBRARTE
Hong Kong Aero Engine Services Limited Hong Kong  Commercial aero engine 45% - 45%
EEMERYEEECRBERLR i overhaul ‘
ERRSEYHAE
In-Services Asia Limited Hong Kong  Aircraft components trading 35% - 35%
BE and repair services
AL E 2 RISERS
Shandong TAECO Aircraft Engineering Shandong Heavy maintenance services for 20% 10% 25%
Company Limited LE B737 aircraft
IR A E R TIEER AR B737ES M AR ISR
Singapore Aero Engine Services Pte. Limited Singapore Trent engine overhaul services - 20% 9%
MIBEMEREEEERBERA IR BRI EEE RIS
Taikoo (Xiamen) Aircraft Engineering Xiamen Alircraft heavy maintenance 49.6% - 49.6%
Company Limited = A AR RIS RS
EFfAGREIEERLT
TRW TAECO Aeronautical Systems Xiamen Aircraft fuel control, - 35% 17.3%
(Xiamen) Company Limited Ef flight control and electrical
EFIREXEFMBER LA component repairs
R RTRIE - MEERE
R BRI s

Principal subsidiary and jointly controlled companies are those which, in the EERBRATENBLARIRKEAFEHER ¥
opinion of the Directors, materially affect the result or assets of the Group. BEREERBEEFEINA -
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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 2001 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, 5th March 2002
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