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HONG KONG CONSTRUCTION (HOLD'NGS) LIMITED formerly Kumagai Gumi {Hong Kong) Ltd

Rms. 801-2, East Ocean Centre
98 Granville Road, Kowloon, Hong Kong

Tel  :(852) 2369 3949, 2368 8201 n

Fax  :(852) 2721 2526, 2721 5110 ]

T

Web site : www.hkconstruction.com ‘

1 November 2002 02055838 2

Securities and Exchange Commission o

Office of International Corporate Finance O

Division of Corporate Finance —

450 Fifth Street, N.W. z-

Washington, DC 20549 = :\ g

USA A \@ \f) \7 5
= e

Attn: Mr. Frank Zarb, Esq. Cusd

Dear Sirs, PHOrEQRED

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED "r NO?J/@ 7 #0602
ADR PROGRAM - EXEMPTION FILE NO.: 82-4029 ‘
TruwiSON
Further to our letter dated 2 May 2002 enclosing the documents published %Wﬁwl’
the Company for the period from 24 November 2001 to 30 April 2002, we provide
you herewith copies of the documents as specified in the Annexure for the period from
1 May 2002 to 31 October 2002 in order to maintain our exemption pursuant to Rule
12g3-2(b) of the Securities Exchange Act of 1934,

Should you require additional information, please feel free to contact the undersigned,
at Tel No. (852) 2369 3949 or Fax No. (852) 2721 2526.

Yours faithfully

Vicko Tam ,

Encl / // / (
cc Mr. Bryan Ho

The Bank of New York, NY Office

Ms. Eugenia Lee (w/ S copies of our 2002 interim report enclosed)
The Bank of New York, HK Office
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Annexure

Bl

List of Material Information Made Public, Filed with any Exchange or Distributed to
Security Holders by Hong Kong Construction (Holdings) Limited (the “Company™)
from 1 May 2002 to 31 Qctober 2002

Name of Report or
Announcement

Announcement re: resignation of
director

Form D2 re: Michael John Kennedy
resign as director of the company

Announcement re: connection
transaction

Announcement re: restructuring
Agreement entered with banks

Announcement re: interim results
for Six months ended 30 June 2002

Publication of 2002 interim report

Date Made Public /
Filed / Distributed

1 June 2002

3 June 2002

25 June 2002

28 August 2002

24 September 2002

30 September 2002

Source of
Requirement

Listing Rules of the Hong
Kong Stock Exchange

Company Ordinance

Listing Rules of the Hong
Kong Stock Exchange

Listing Rules of the Hong
Kong Stock Exchange

Listing Rules of the Hong
Kong Stock Exchange

Listing Rules of the Hong
Kong Stock Exchange
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Form

i D2

Compnies gistry | Notification of Changes of

ANE R | Secretary and Directors

COPY napzwsszgpsms
Company Number 4\ &iE5t

35755

1 Company Name 2\ £ v
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

EHREER(ER)BERAH

2 TypeofChange Hax=xng
. E Resignation or cessation D New appointment # % {£

BB ER
D Change of particulars 3 2 & #&

3 Detailsof Change Hags i

(Note 2) A. Resignation or cessation ¢ i 52 1% B v N\
(Use Continuation Shest A if more than 1 resignation or cessation A —BEEBRTIE  FFREA X8
D Secretary & Director T = D Alternate Director H{ ¥ =¥
Name #% £ Kennedy Michael John
Sumame % £ Other names £ F

Identification B {p 85
a Hong Kong Identity Card XE731241(3) N/A

or Company Number

ERESOBAERATELSR I.D. Card Number Z {3 R 8 E Company Number 72 5] &8 ¥t
b Overseas Passport N/A N/A

BAER .

Number - 5% i& Issulng Country % % &
Date of Resignatlon or Cessation DD H MM H YYYY £
EREFRAH .
01 | o6 | 2002 N/A
Date H H#f Altemate To £ {£

* Please tick the relevant box(és) BELEBAN v 8

Presentor’s Name and Address " |For Official Use
BRANGER R HeIE)- <N | ~—
- S N
" Hong Kong Construction (Holdings) Limited N ‘ A L ;\

Rooms 801-2, East Ocean Centre
98 Granville Road, Kowioon
Hong Kong

Second revision to Specification No. 1/87 (Amendment No. 1/99)
FRIASER S 1/97 BRAGSN 7 HRAXTT(ARSTIS RS 4/00 ONY
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(Notes &
3&4)

Notification of Changes of Secretary and Directors

WEREBEEZHNEWRME

3 Details of Change FHxst4g (contd #M|EE)

Company Number

DERES

35755

Page2 ZH—H

B. Appointment,” Change of particulars

ZE/BEHIREH

(Use Continuation Sheet B if more than 1 director/” secretary is involved 2 REF—(IBE/ #HE  H/FMEB WD)

Brief Description & #% # 3t

Effective Date(s) 4 % H &5

N/A
Db /| MM A [ yyyy £
Existing Name N/A
RAERS
Name,”New Name N/A
BEFEA .
Sumame % K Oéher names %%
N/A
Allas (fany) 31% (MMBFBE)D
N/A
Previous Names & B £ &
Address b #f N/A
Identification & {3 3% 55
a Hong Kong Identity Card N/A N/A
or Company Number
FREBNBEERATER .D. Card Number % {3 BB Company Number 2 5] §§ &%
b Overseas Passport N/A - N/A
BAER
Number &% & Issuing Country % % B &

This Notiflcation includes Nil

Continuation Sheet A and Nit

Continuation Sheet B.

K%E%@?ﬁ —  ®EEAR ___ _BRHEHEB-
| Signed %ﬁ :
(Name #4): ( | Chiu Po Kwok . ) Date ggf: 3 June2002
'D#eetes,L'Secretary/Man.agef,L

- Authorized-Representative*
R ESE BEAR

* Delete whichever does not apply BT EBEE
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Press Release

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as to its accuracy or completeness and expressly disclaims any liabilities whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

CONNECTED TRANSACTION: EXECUTION OF SUB-CONTRACTS

~ IThe directors of the Company announce that on 20th June, 2002, the Company entered into (1) a
piled diaphragm wall and piling sub-contract with Shanghai Mechanized; and (2) a basement
sub-contract with Shanghai No. 3 Construction, both sub-contractors are subsidiaries of
Shanghai Construction which is a substantial shareholder of the Company. The sub-contracts
constitute connected transactions for the Company under the Listing Rules and are covered by
the conditional connected transaction waiver granted by the Stock Exchange to the Company in
October 2001. The waiver was granted subject to the cap amount and immediate announcement
of the details of the connected transactions. Details of the connected transactions will be
disclosed in the Company's next published annual report and accounts.

Parties:

Project Owner: Shanghai, Pudong New Area, Shangri-La Hotel Co., Ltd.

Main Contractor: The Company appointed by the Project Owner in respect of the
main contract works for the Pudong Shangri-La Hotel
Extension Project

Shanghai Mechanized: Sub-contractor for the piled diaphragm wall and piling sub-
contract works

Shanghai No. 3 Construction: Sub-contractor for the basement sub-contract works

Sub-contracts:

Piled Diaphragm Wall and Piling The scope of piled diaphragm wall and piling sub-contract
Sub-contract Works: works for the Pudong Shangri-La Hotel Extension Project
includes mainly:

(a) Setting out, provision of slurry treatment, hoarding and
fencing facilities. :
(b) Piled diaphragm wall and piling construction.
(c) Removal of slurry off site and water leakage treatment.
(d) Protection to adjacent structures and utilities.
Basement Sub-contract Works:  The scope of basement sub-contract works for the Pudong
Shangri-La Hotel Extension Project includes mainly
construction of two-levels basement including detailed
designs, approval, purchase, testing and commissioning,
handover and rectification works.

Contract Sums:

Piled Diaphragm Wall and Piling RMB21,200,000
Sub-contract:

Basement Sub-contract: RMB24,000,000
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Total: RMB45,200,000

The contract sums of the sub-contracts have already been included in the total contract sum for the main contract.

Shanghai Mechanized and Shanghai No. 3 Construction were appointed the sub-contractors for the relevant sub-
contracts as they submitted the lowest tenders. In addition, they are technically competent in the field of relevant sub-
contract works and more competent as compared to the other tenderers in terms of ability to cope with contingency
and emergency risks which may evolve in the contract works.

Main Contractor Contract Works - Pudong Shangri-La Hotel Extension Project:

The main contract works for the Pudong Shangri-La Hotel Extension Project comprises the construction of two-levels
basement, diaphragm wall and piled foundation. The scope of works includes mainly the construction of substructure,
piled foundation, diaphragm walls, excavation, temporary fencing, waterproofing, demolition of parts of the existing
structure, M/E box-out and embedded works, and co-ordination.

Connected Transactions and Connected Transaction Waiver:

As Shanghai Construction is a substantial shareholder of the Company, the entering into sub-contracts by the
Company with its two subsidiaries, namely, Shanghai Mechanized and Shanghai No. 3 Construction, constitute
connected transactions for the Company under the Listing Rules, which would normally require full disclosure and/or
prior Independent Shareholders' approval.

A conditional waiver from strict compliance with the relevant requirements of the Listing Rules, which has been
approved by the Independent Shareholders, was granted by the Stock Exchange in October 2001 in relation to the
future ongoing connected transactions in respect of construction contracts and/or joint venture contracts for
construction projects involving the Group and Shanghai Construction Group.

The aggregate amounts of RMB45,200,000 of the two sub-contracts represent approximately 2.3% of the turnover of
the Group for the year ended 31st December, 2001 which fall within the cap amount of 50% of the Group's total
turnover under the waiver and as disclosed in the latest published audited results of the Group. The waiver also
requires that immediate announcement of the details of the connected transactions to be made upon signing of the
contracts of such transactions.

The directors, including the independent non-executive directors, of the Company consider that the sub-contracts have
been entered into on normal commercial terms, in the ordinary and usual course of the business of the Company and
are fair and reasonable so far as the shareholders of the Company are concerned.

The two sub-contracts are covered by the waiver and do not require the Independent Shareholder's approval, but
details of the sub-contracts will be included in the Company's next published annual report and accounts and are
subject to the annual review of the independent non-executive directors as well as annual confirmation by the auditors
of the Company.

Terms Used in This Announcement:

Company - Hong Kong Construction (Holdings) Ltd.

Group - the Company and its subsidiaries

Independent Shareholders - shareholders of the Company other than Shanghai
Construction and its associates (as defined in the Listing
Rules)

Listing Rules - the Rules Governing the Listing of Securities on the Stock
Exchange '

PRC - the People's Republic of China .

RMB - Renminbi, the lawful currency of the PRC

Shanghai Construction - Shanghai Construction (Group) General Company, a stated-

owned enterprise established in the PRC
Shanghai Construction Group - Shanghai Construction and its subsidiaries
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Shanghai Mechanized - Shanghai Mechanized Construction Co., a company

incorporated in the PRC

Shanghai No. 3 Construction - Shanghai No. 3 Construction Co. Ltd., a company
incorporated in the PRC

Stock Exchange - The Stock Exchange of Hong Kong Ltd.

By Order of the Board

HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

"~ YAO JIANPING
Managing Director

Hong Kong, 24th June, 2002

‘ Back to Top)
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HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

(Incorporated in Hong Kong with limited liability)
Web sites: www.hkconstruction.com www.irasia.com/listco/hk/hkconstruction

INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2002

The board of directors of Hong Kong Construction (Holdings) Ltd announce the unaudited consolidated
results of the Company and its subsidiaries (the “Group”) for the six months ended 30 June 2002 as

follows:
CONSOLIDATED PROFIT AND LOSS ACCOUNT

for the six months ended 30 June 2002 — unaudited
(Expressed in Hong Kong dollars)

Turnover
Cost of sales

Gross loss
Other revenue
Other net income

Administrative expenses
Other operating expenses

Loss from operations
Finance costs

Share of profits less losses of associates
Share of profits less losses of jointly controlled entities

Loss from ordinary activities before taxation
Taxation
Loss attributable to shareholders

Loss per share
Basic

Note

5@

5(b)

Six months ended 30 June

2002 2001
3 Million 3 Million
709.8 816.8
(786.7) (901.1)
(76.9) (84.3)
11.6 13.1
12.8 14.5
(46.0) (66.3)
(0.2) 3.5)
(98.7) (126.5)
(63.1) (108.4)
30.1 (63.7)
(6.3) 94
(138.0) (289.2)
(1.4) (1.2)
(139.4) (290.4)

(22.9) cents

(57.2) cents




Notes.:—

1.

Basis of preparation

This interim financial report is unaudited, but has been reviewed by KPMG in accordance with Statement of Auditing
Standards 700 “Engagements to review interim financial reports”, issued by the Hong Kong Society of Accountants
(“HKSA™). KPMG’s independent review report to the board of directors is included in the interim report to be sent to
shareholders.

" The interim financial report has been prepared in accordance with the requirements of the Main Board Listing Rules

of The Stock Exchange of Hong Kong Limited, including compliance with Statement of Standard Accounting Practice
25 “Interim financial reporting” issued by the HKSA.

The financial information relating to the financial year ended 31 December 2001 included in the interim financial
report does not constitute the Group’s statutory accounts for that financial year but is derived from those accounts.
Statutory accounts for the year ended 31 December 2001 are available from the Company’s registered office. The
auditors have expressed an unqualified opinion on those accounts in their report dated 22 April 2002.

The same accounting policies adopted in the 2001 annual accounts have been applied to the interim financial report,
except that the Group has adopted the following new and revised Statements of Standard Accounting Practice (“SSAPs™)
which became effective for the current accounting period.

(a) SSAP 34 “Employee benefits”

In prior years, retirement benefit costs were charged to the profit and loss account over the expected service
lives of the members of the scheme on the basis of level percentages of pensionable pay.

With effect from 1 January 2002, in order to comply with SSAP 34, the Group adopted a new accounting policy
for defined benefit retirement plans. Under the new policy, the Group’s net obligation in respect of its defined
benefit retirement plan is calculated by estimating the amount of benefit that employees have earned in return
for their services in the current and prior periods. That benefit is discounted to determine the present value of
the defined benefit obligation and the current service cost, and the fair value of any plan assets is deducted.

Where the calculation of the Group’s net obligation results in a negative amount, the asset recognised is limited
to the net total of any recognised actuarial losses and past service costs and the present value of any future
refunds from the plan or reductions in future contributions to the plan.

As a result of the adoption of this accounting policy, the Group’s loss for the period has been decreased by $0.5
million and the net assets as at 30 June 2002 have been increased by $14.5 million. The effect of adopting the
new accounting policy has been adjusted to the opening balance of accumulated losses for the period. No
restatement of the comparative information has been made.

(b)  SSAP 11 (revised) "Foreign currency translation”

In previous years, the results of foreign entities were translated at exchange rates ruling at the balance sheet
date.

SSAP 11 (revised) has eliminated the choice of translating the results of foreign entities at the closing rate for
the period. The results of foreign entities are now required to be translated at the average exchange rates during
the period. This change in accounting policy has not had any material effect on the results for the current or
prior accounting periods.

{¢c)  SSAP I (revised) “Presentation of financial statements” and SSAP 15 (revised) “Cash flow statements”.

Certain presentational changes have been made in accordance with SSAP 1 (revised) and SSAP 15 (revised).




Going concern basis

On 1 December 2000, the Company requested an informal standstill arrangement with its bankers on the payment of
all Hong Kong bank loan principal and interest totalling approximately $1.9 billion, pending negotiation and agreement
on a formal debt restructuring plan. The Company has also requested a similar standstill arrangement with the holders
of the floating rate notes (“the FRNs”) with an outstanding balance of US$37 million issued by Hong Kong Construction
(Capital) Limited, a wholly-owned subsidiary of the Company. The FRNs were due for repayment on 13 December
2000. In accordance with the terms of the issue of the FRNs and the bank facility agreements, the Group was in
_ default of the FRNs and all its bank borrowings.

On 27 August 2002, the Company and its wholly-owned subsidiaries entered into a restructuring agreement (“the
Restructuring Agreement”) with its bank creditors setting out the general terms and principles that will form the basis
of the formal restructuring of the Group’s Hong Kong bank indebtedness. The holders of the FRNs have also been
offered similar terms. The documentation and closing of the formal restructuring, which will be subject to certain
conditions precedent, is expected to occur on or before 31 December 2002 or such later date as the bank creditors may
agree with the Company. The outstanding principal and interest of the Hong Kong bank indebtedness and the FRNs
subject to restructuring totalled approximately $2,043.9 million as at 30 June 2002.

The directors are currently taking active steps with a view to achieve closing of the formal debt restructuring as soon
as practicable and to implement the proposed property asset disposal strategy included in the Restructuring Agreement.
The directors believe that the ongoing support from its bankers will continue and the measures to be taken under the
debt restructuring plan will enable the Group to continue in operational existence for the foreseeable future.

Accordingly, the directors are satisfied that it is appropriate to prepare the interim financial report on a going concern
basis, notwithstanding the Group’s financial position as at 30 June 2002. Should the Group be unable to continue in
business as a going concern, adjustments would have to be made to restate the values of assets to their recoverable
amounts, to provide for any further liabilities which might arise and to reclassify non-current assets and liabilities as
current assets and liabilities, respectively. The effects of these adjustments have not been reflected in the interim
financial report.

Segmental information
An analysis of the Group’s revenue and results for the period by the location of customers is as follows:

The People’s

Republic

Hong Kong of China Unallocated Consolidated
$ Million $ Million 3 Million 3 Million

Six months ended 30 June 2002 —
Revenue from external customers 669.3 40.5 - - 709.8
Other revenue - 4.6 7.0 11.6
Total revenue 669.3 45.1 7.0 721.4
Segment (loss)/profit (84.0) 11.7 (72.3)
Unallocated operating income and expenses (26.4)
Loss from operations 98.7)




Six months ended 30 June 2001 —

Revenue from external customers
_ Other revenue

Total revenue
Segment (loss)/profit
Unallocated operating income and expenses

Loss from operations

Hong Kong
$ Million

770.6

770.6

(91.8)

The People’s
Republic
of China
$ Million

46.2
1.6

47.8
9.1

Unallocated
$ Million

11.5

11.5

An analysis of the Group’s revenue and results for the period by business segments is as follows:

Six months ended 30 June 2002 —

Revenue from external customers
Other revenue

Total revenue
Segment (loss)/profit
Unallocated operating income and expenses

Loss from operations

Six months ended 30 June 2001 -

Revenue from external customers
Other revenue

Total revenue
Segment (loss)/profit
Unallocated operating income and expenses

Loss from operations

Construction

$ Million

700.8

700.8

(85.9)

Construction
3 Million

807.7

807.7

(93.3)

Property
leasing
3§ Million

Property
leasing
3 Million

1.6
10.7

10.6

Unallocated
3 Million

Unallocated
3 Million

Consolidated
$ Million

816.8
13.1

829.9
(82.7)
(43.8)

(126.5)

Consolidated
$ Million

709.8
11.6

721.4
(72.3)
(26.4)
(98.7)

Consolidated
$ Million

816.8
13.1

599
(82.7)
(43.8)

(126.5)




Other revenue

Interest income
Property fee income
Other income

Loss from ordinary activities before taxation

Loss from ordinary activities before taxation is arrived at after charging/(crediting):

(a)  Other net income

Net realised and unrealised loss/(gain) on trading

securities carried at fair value

Exchange loss/(gain)

Loss on disposal of a subsidiary
Profit on disposal of fixed assets
Gain on liquidation of a subsidiary

Others

(b)  Finance costs

Interest on bank advance and other borrowings repayable within five years

(c)  Other items
Depreciation

Taxation

PRC taxation
Share of associates’ taxation

Six months ended 30 June

2002 2001

3 Million 3 Million
34 7.5

4.6 1.6

3.6 4.0

11.6 13.1

Six months ended 30 June

2002 2001
$ Million 3 Million
0.1 0.1)
9.1 (30.5)
- 16.6
(15.5) -
(7.0) -
0.5 (0.5)
(12.8) (14.5)
Six months ended 30 June
2002 2001
$ Million 3 Million
63.1 108.4
Six months ended 30 June
2002 2001
$ Million $ Million
1.2 1.2

Six months ended 30 June

2002 2001

§ Million 3 Million
0.9 0.1

0.5 1.1

14 1.2




No provision has been made for Hong Kong profits tax as the Company and its subsidiaries in Hong Kong sustained
losses for taxation purposes during the period. PRC taxation is calculated at rates of tax applicable in cities in which
the Group is assessed for tax.

7. Loss per share
(a)  Basic loss per share

The calculation of basic loss per share is based on loss attributable to shareholders of $139.4 million (2001:
$290.4 million) and on 607.9 million (2001: 507.9 million) ordinary shares in issue during the period.

(b)  Diluted loss per share

There were no dilutive potential ordinary shares in existence during the six months ended 30 June 2002 and
2001.

FINANCIAL REVIEW AND ANALYSIS
Results

The Directors report that the unaudited consolidated loss attributable to shareholders for the six months
ended 30 June 2002 was $139.4 million, compared to loss attributable to shareholders of $290.4 million
for the corresponding period of the previous year. It is due mainly to a loss arising from ongoing
construction projects of $85.9 million. The finance costs for the current period decreased to $63.1 million
from $108.4 million for the corresponding period of last year, benefiting from the fall of market interest
rate. The share of profits of associates was $30.1 million compared with the share of losses of associates
of $63.7 million for the last corresponding period. It is mainly because of the steady performance of the
rental market in the PRC and no provision for loss on buy-back guarantee for property sold by associates
is required in the current period. Loss per share decreased to 22.9 cents from 57.2 cents for the
corresponding period of the previous year. The Directors did not recommend the payment of any interim
dividends.

Debt Restructuring

At the end of 2000, the Group faced liquidity problems and failed to repay its loans when they were due.
This included an aggregate indebtedness of $1.9 billion to its bank creditors in Hong Kong and floating
rate notes (“FRNs”) of US$37 million due for repayment on 13 December 2000. The Group immediately

appointed KPMG Financial Advisory Services as financial adviser for its debt restructuring scheme. ‘

The Company has entered into a restructuring agreement on 27 August 2002 (“Restructuring Agreement”)
with the banks. The Restructuring Agreement sets out those terms and principles and provides that formal
documentation (“Formal Documentation™) to implement the same will be entered into between the Company
and the banks in due course. The Formal Documentation is to be entered into on or before 31 December
2002 or such later date as may be agreed by a simple majority of the bank creditors’ steering committee.
Whilst one minor change to the termination provisions for the standstill arrangement set out in the
standstill letter entered into by the Company and certain of its subsidiaries with its bank creditors on 11
June 2001 (“Standstill Letter”) has been made by the Restructuring Agreement all other terms and
provisions of the Standstill Letter remain in place.

Similar terms, as those agreed with the Banks, have been offered to the holders of the guaranteed FRNs
due 2000 issued by a subsidiary of the Company and guaranteed by the Company.
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Liquidity and financial resources

The Group’s borrowings at the balance sheet date comprised Hong Kong and PRC bank loans of $1.82
billion and the FRNs of US$26.3 million (after debt auction in 2001). As the Group and the Company
were in default of all these borrowings at the balance sheet date, these amounts became due immediately
and were classified as current liabilities.

All these borrowings are interest bearing with interest rates fixed at market rates plus margin at various
intervals of time from one month to one year after the previous fixing. The majority of the borrowings are
denominated in Hong Kong dollars. As of the balance sheet date the foreign currency borrowings included
US$ borrowings of 12.1%, RMB borrowings of 7.8% and Japanese Yen borrowings of 5.1% approximately
of the total borrowings. The Group had pledged deposits of $187.7 million and cash and cash equivalents
of $280.2 million at the balance sheet date. The Group has not used financial instruments for currency
hedging purposes.

Details of charges on Group assets

The Company and certain of its subsidiaries have entered into a guarantee and debenture dated 3 December
2001, under which all of their assets and properties were charged by way of fixed and floating charges in
favour of the bank creditors and the holders of the FRNs for the purpose of securing the Hong Kong bank
indebtedness and the FRNs.

Gearing ratio

The Borrowings to Equity Ratio of the Group as at 30 June 2002 amounted to 177.5% (at 31 December
2001: 140.8%), being the ratio of “total borrowings less cash and cash equivalents and pledged deposits”
divided by “shareholders’ equity”.

Contingent liabilities

(a) Contingent liabilities at the balance sheet date in respect of guarantees given to banks and other
lenders to secure loans and advances to associates amounted to $100.2 million (at 31 December
2001: $1,162.4 million).

(b) The Group has contingent liabilities in respect of performance bonds and guarantees under contracts
and other agreements entered into in the normal course of business.

(c) The Group has contingent liabilities in respect of banking facilities granted to certain buyers of
properties of the Group and its associates.

(d) At 30 June 2002, one of the Group’s associates has conducted a review of certain billing arrangements
with the Group, and as of the date of approval of this interim financial report, this associate is still
in the process of assessing the validity of certain development costs charged in previous years by
the Group for the development of this associate’s property in Guangzhou, the PRC.

No provision in respect of the above review is considered necessary in the interim financial report
by the Directors as the review of development costs is still ongoing.




(e) At 30 June 2002, one of the Company’s subsidiaries has received claims from former subcontractors
in relation to the alleged non-payments for construction work done totalling $62.4 million (“the
alleged claims”) (at 31 December 2001: $55.7 million). The subsidiary is in the process of preparing
counterclaims to these former subcontractors for replacement costs and damages in substantially the
same amount as the alleged claims.

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

BUSINESS REVIEW
Construction

The Group had in hand contracts valued at $6.3 billion at the end of August 2002 (excluding the share of
joint venture partners). They included a construction contract for residential development at the Tung
Chung Station, a construction contract for residential development at Lai Chi Kok, one government joint
venture contract for Penny’s Bay reclamation stage 1, three West Rail projects, the widening of Tolo
Highway, improvement works at Tuen Mun Wong Chu Road, Qingzhou Min Jiang Bridge in Fuzhou,
Shanghai Outer Ring Tunnel project and a Chinese government joint venture contract for main construction
of the National Grand Theatre in Beijing. The Group has been actively restructuring its construction
business so as to form a major source of income. It is now tendering for several private contracts and
plans to bid for large-scale construction projects in both China and Hong Kong, such as Shenzhen
Convention and Exhibition Centre, Lamma Power Station Extension and Design and Construction of
Central Government Complex, Legislative Council Complex, Exhibition Gallary and Civic Place at Tamar,
Central, Hong Kong.

Property

The Group has interests in first class commercial and residential developments in Shenzhen, Guangzhou,
Haikou and Beijing. The influx of foreign investors to open up the Chinese market in recent years
coupled with the successful entry of China into WTO in 2001 help stabilized the Group’s rental income
generated from the commercial property markets in Shenzhen and Guangzhou although the property sales
market remain sluggish.

Employees

At the end of June 2002, there were a total of approximately 398 employees employed by the Group. The
employees are remunerated according to the nature of jobs, their and the Group’s performance, and
market conditions. Some of the employees are entitled to year end bonus and participation in the share
option scheme of the Group.




OUTLOOK

Although signs have emerged that the US economy has improved in the past few months, the speed or
robustness of the economic recovery of Hong Kong is still uncertain with continuing high unemployment
rate, falling property prices and deflationary pressure are expected to continue to undermine local consumer
confidence and investment sentiments. The rest of the year will continue to be challenging for the Group.
In view of such challenging operating environment, the Group will continue the corporate strategy of
restructuring the organization, streamline the operations, dispose of the non-core business and assets,
rehabilitate the under-performing business and apply stringent cost control.

INTERIM DIVIDEND
The Directors do not recommend the payment of any interim dividend for the period (2001: $Nil).
PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the six months ended 30 June 2002, there was no purchase, sale or redemption of the listed
securities of the Company by the Company or any of its subsidiaries.

CODE OF BEST PRACTICE

The Company has complied throughout the six months ended 30 June 2002 with the Code of Best
Practice as set out by The Stock Exchange of Hong Kong Ltd in Appendix 14 to the Listing Rules.

AUDIT COMMITTEE

The audit committee comprises two independent non-executive directors and one non-executive director
with written terms of reference in accordance with the requirements of the Listing Rules, and reports to
the board of directors. The audit committee has reviewed the Company’s interim results for the six
months ended 30 June 2002.

DETAILED INTERIM RESULTS ANNOUNCEMENT ON EXCHANGE’S WEBSITE

A detailed interim results announcement containing all the information required by paragraphs 46(1) to
46(6) of Appendix 16 to the Listing Rules will be published on the Exchange’s website as soon as
practicable.

On behalf of the board
SHI LIWEN
Chairman

Hong Kong, 23 September 2002
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CONSOLIDATED PROFIT AND LOSS ACCOUNT
for the six months ended 30 June 2002 — unaudited
(Expressed in Hong Kong dollars)

Note
Turnover 3
Cost of sales
Gross loss
Other revenue 4
Other net income 5(a)
Administrative expenses
Other operating expenses
Loss from operations
Finance costs 5(b)
Share of profits less losses of associates
Share of profits less losses

of jointly controlled entities

Loss from ordinary activities before taxation 5
Taxation 6
Loss attributable to shareholders
Loss per share
Basic 7

Six months ended

30 June

2002 2001
$ Million $ Million
709.8 816.8
(786.7) (901.1)
(76.9) ©(84.3)
11.6 131
12.8 14.5
(46.0) (66.3)
(0.2) (3.5)
(98.7) (126.5)
(63.1) (108.4)
30.1 (63.7)
(6.3) 9.4
(138.0) (289.2)
(1.9 (1.2)
(139.4) (290.4)

(22.9) cents

(57.2) cents

The notes on pages 5 to 17 form part of this interim financial report.



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the six months ended 30 June 2002 — unaudited
(Expressed in Hong Kong dollars)

Balance at 1 January

Change in accounting policy in respect of
retirement benefits

As restated

Exchange differences on translation of the
financial statements of foreign entities

Deficit on revaluation of non-trading securities

Net losses not recognised
in the profit and loss account

Net loss for the period

Realisation of exchange reserve
on disposal of a subsidiary

Realisation of investment properties
revaluation reserve on disposal

of a subsidiary

Realisation of revaluation reserve
on disposal of non-trading securities

Balance at 30 June

Six months ende:

30 June

2002 20(
Note $ Million $ Millic
1,075.3 2,094

1(a) & 16 14.0
_.1,089.3 2,094

16 (1.0)
- (©
______ (1.0) Y
16 (139.4) (290
16 (2.7) (2
- 19

16 0.4
1417 (273
946.6 1,820

The notes on pages 5 to 17 form part of this interim financial report.



CONSOLIDATED BALANCE SHEET
At 30 June 2002 — unaudited
(Expressed in Hong Kong dollars)

ASSETS

Non-current assets

Fixed assets

— Investment properties

— Other property, plant and equipment

Properties held for development
Interest in associates

Interest in jointly controlled entities
Non-current receivables

Other non-current financial assets
Pledged deposits

Current assets

Properties held for sale
Trading securities

Trade and other receivables
Pledged deposits

Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

Capital and reserves
Share capital
Reserves

Minority interests

Non-current liabilities
Amounts due to associates

Amounts due to jointly controlled entities

Creditors and accrued expenses

Current liabilities

Trade and other payables
Bank loans and overdraft
Floating rate notes
Taxation

TOTAL EQUITY AND LIABILITIES

At 30 At 31

June December

2002 2001

Note $ Million $ Million
8

431.1 454.3

39.9 41.2

471.0 495.5

397.0 397.0

9 2,101.1 2,069.7

10 147.1 149.5

76.0 61.7

21.4 22.1

13.9 18.9

_3,227.5 _32144

11 123.0 123.0

0.3 0.3

12 887.6 985.9

173.8 197.2

13 280.2 433.2

_1,464.9 17396

4,692.4 4,954.0

15 607.9 607.9

16 338.7 467.4

9466 10753

_....839 A

9 36.3 37.7

10 - 11.9

180.9 193.1

2172 ....2427

14 1,351.8 1,447.4

17 1,822.8 1,837.0

18 205.5 206.2

64.6 66.3

_ 34447 _3:556.9

4,692.4 4,954.0

The notes on pages 5 to 17 form part of this interim financial report.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
for the six months ended 30 June 2002 — unaudited
(Expressed in Hong Kong dollars)

Six months ende

30 June

2002 20t

$ Million $ Millic

Net cash used in operating activities (170.1) (151
Net cash from investing activities 23.0 572
Net cash used in financing activities (5.9 (339
Net (decrease)/increase in cash and cash equivalents (153.0) 81
Cash and cash equivalents at 1 January 433.2 69
Cash and cash equivalents at 30 June 280.2 151

The notes on pages 5 to 17 form part of this interim financial report.



NOTES ON THE UNAUDITED INTERIM FINANCIAL REPORT
(Expressed in Hong Kong dollars)

1.

Basis of preparation

This interim financial report is unaudited, but has been reviewed by KPMG in
accordance with Statement of Auditing Standards 700 “Engagements to review
interim financial reports”, issued by the Hong Kong Society of Accountants
(“HKSA”). KPMG's independent review report to the board of directors is
included on page 18.

The interim financial report has been prepared in accordance with the
requirements of the Main Board Listing Rules of The Stock Exchange of Hong
Kong Limited, including compliance with Statement of Standard Accounting
Practice 25 “Interim financial reporting” issued by the HKSA.

The financial information relating to the financial year ended 31 December
2001 included in the interim financial report does not constitute the Group’s
statutory accounts for that financial year but is derived from those accounts.
Statutory accounts for the year ended 31 December 2001 are available from the
Company’s registered office. The auditors have expressed an unqualified
opinion on those accounts in their report dated 22 April 2002.

The same accounting policies adopted in the 2001 annual accounts have been
applied to the interim financial report, except that the Group has adopted the
following new and revised Statements of Standard Accounting Practice
(“SSAPs”) which became effective for the current accounting period.

(a)  SSAP 34 "Employee benefits”

In prior years, retirement benefit costs were charged to the profit and
loss account over the expected service lives of the members of the scheme
on the basis of level percentages of pensionable pay.

With effect from 1 January 2002, in order to comply with SSAP 34, the
Group adopted a new accounting policy for defined benefit retirement
plans. Under the new policy, the Group’s net obligation in respect of its
defined benefit retirement plan is calculated by estimating the amount
of benefit that employees have earned in return for their services in the
current and prior periods. That benefit is discounted to determine the
present value of the defined benefit obligation and the current service
cost, and the fair value of any plan assets is deducted.

Where the calculation of the Group’s net obligation results in a negative
amount, the asset recognised is limited to the net total of any recognised
actuarial losses and past service costs and the present value of any
future refunds from the plan or reductions in future contributions to
the plan.
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As a result of the adoption of this accounting policy, the Group’s los
for the period has been decreased by $0.5 million and the net assets a
at 30 June 2002 have been increased by $14.5 million. The effect o
adopting the new accounting policy has been adjusted to the openin
balance of accumulated losses for the period. No restatement of th
comparative information has been made.

(b) SSAP 11 (revised) “Foreign currency translation”

In previous years, the results of foreign entities were translated a
exchange rates ruling at the balance sheet date.

SSAP 11 (revised) has eliminated the choice of translating the results ¢
foreign entities at the closing rate for the period. The results of foreig
entities are now required to be translated at the average exchange rate
during the period. This change in accounting policy has not had an
material effect on the results for the current or prior accounting periods

(c) SSAP 1 (revised) “Presentation of financial statements” and SSAP 15 (revisea
“Cash flow statements”.

Certain presentational changes have been made in accordance with SSA
1 (revised) and SSAP 15 (revised).

Going concern basis

On 1 December 2000, the Company requested an informal standsti
arrangement with its bankers on the payment of all Hong Kong bank loa
principal and interest totalling approximately $1.9 billion, pending negotiatio
and agreement on a formal debt restructuring Elan. The Company has als
requested a similar standstill arrangement with the holders of the floating rat
notes (“the FRNs”) with an outstanding balance of US$37 million issued b
Hong Kong Construction (Capital) Limited, a wholly-owned subsidiary of th
Company. The FRNs were due for repayment on 13 December 2000. I
accordance with the terms of the issue of the FRNs and the bank facilit
agreements, the Group was in default of the FRNs and all its bank borrowing;

On 27 August 2002, the Company and its wholly-owned subsidiaries entere
into a restructuring agreement (“the Restructuring Agreement”) with its ban
creditors setting out the general terms and principles that will form the bas:
of the formal restructuring of the Group’s Hong Kong bank indebtedness. Th
holders of the FRNs have also been offered similar terms. The documentatio
and closing of the formal restructuring, which will be subject to certai
conditions precedent, is expected to occur on or before 31 December 2002 ¢
such later date as the bank creditors may agree with the Company. Th
outstanding principal and interest of the Hong Kong bank indebtedness an
the FRNs subject to restructuring totalled approximately $2,043.9 million as ¢
30 June 2002.

The directors are currently taking active steps with a view to achieve closin
of the formal debt restructuring as soon as practicable and to implement th
proposed property asset disposal strategy included in the Restructurin
Agreement. The directors believe that the ongoing support from its banke)
will continue and the measures to be taken under the debt restructuring pla
will enable the Group to continue in operational existence for the foreseeab!
future.
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Accordingly, the directors are satisfied that it is appropriate to prepare the
interim financial report on a going concern basis, notwithstanding the Group’s
financial position as at 30 June 2002. Should the Group be unable to continue
in business as a going concern, adjustments would have to be made to restate
the values of assets to their recoverable amounts, to provide for any further
liabilities which might arise and to reclassify non-current assets and liabilities
as current assets and liabilities, respectively. The effects of these adjustments
have not been reflected in the interim financial report.

Segmental information

An analysis of the Group’s revenue and results for the period by the location
of customers is as follows:

The People’s

Republic
Hong Kong of China  Unallocated Consolidated
$ Million $ Million $ Million $ Million

Six months ended 30 June 2002 -

Revenue from external customers 669.3 40.5 - 709.8
Other revenue - 4.6 7.0 11.6
Total revenue 669.3 45.1 7.0 7214
Segment (loss)/ profit (84.0) 1.7 (72.3)
Unallocated operating income and expenses (26.4)
Loss from operations (98.7)

The Peaple’s

Republic

Hong Kong of China  Unallocated Consolidated
$ Million $ Million $ Million $ Million

Six months ended 30 June 2001 -

Revenue from external customers 770.6 46.2 - 816.8
Other revenue - 1.6 11.5 13.1
Total revenue 770.6 47.8 115 829.9
Segment (Joss)/ profit (91.8) 9.1 (82.7)
Unallocated operating income and expenses (43.8)
Loss from operations {126.5)
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An analysis of the Group’s revenue and results for the period by busines

segments is as follows:

Six months ended 30 June 2002 -

Revenue from external customers
Other revenue

Total revenue

Segment (loss)/ profit

Unallocated operating income and expenses

Loss from operations

Six months ended 30 June 2001 -

Revenue from external customers
Other revenue

Total revenue

Segment (loss)/ profit

Unallocated operating income and expenses

Loss from operations

Other revenue

Interest income
Property fee income
Other income

Property
Construction leasing  Unallocated Consolidate
$ Million $ Million $ Million $ Millio
700.8 9.0 - 709.
- 4.6 7.0 11
700.8 13.6 7.0 721.
(85.9) 13.6 (72.
(26.
(98.
Property
Construction leasing  Unallocated Consolidate
$ Million $ Million $ Million $ Millio
807.7 9.1 - 816.
- 1.6 11.5 13.
807.7 107 115 829.
(93.3) 10.6 (82.
(43.
) (126.
Six months ended
30 June
2002 200
$ Million $ Millio:
3.4 7.
4.6 1.
3.6 4.
11.6 13.



Loss from ordinary activities before taxation

Loss from ordinary activities before taxation is arrived at after charging/
(crediting): '

(a)

Other net income
Net realised and unrealised loss/(gain)
on trading securities carried at fair value
Exchange loss/(gain)
Loss on disposal of a subsidiary
Profit on disposal of fixed assets
Gain on liquidation of a subsidiary
Others

(b) Finance costs
Interest on bank advance and other
borrowings repayable within five years
(c) Other items
Depreciation
Taxation

PRC taxation
Share of associates’ taxation

Six months ended

30 June
2002 2001
$§ Million $ Million
0.1 (0.1)
9.1 (30.5)
- 16.6
(15.5) -
(7.0) -
0.5 (0.5)
(12.8) (14.5)
Six months ended
30 June
2002 2001
$§ Million $ Million
63.1 108.4
Six months ended
30 June
2002 2001
$ Million $ Million
1.2 1.2

Six months ended

30 June
2002 2001
$ Million $ Million
0.9 0.1
0.5 1.1
1.4 1.2




No provision has been made for Hong Kong profits tax as the Company an
its subsidiaries in Hong Kong sustained losses for taxation purposes durin
the period. PRC taxation is calculated at rates of tax applicable in cities i
which the Group is assessed for tax.
Loss per share
(a) Basic loss per share
The calculation of basic loss per share is based on loss attributable t
shareholders of $139.4 million (2001: $290.4 million) and on 607.9 millio
(2001: 507.9 million) ordinary shares in issue during the period.

(b) Diluted loss per share

There were no dilutive potential ordinary shares in existence durin
the six months ended 30 June 2002 and 2001.

Fixed assets

Investment properties were not revalued at 30 June 2002 as the Director
considered that the value of investment properties did not differ significantl
between 31 December 2001 and 30 June 2002.

Interest in associates

At 30 At 3

June Decembe

2002 200

$ Million $ Millio

Share of net deficits (485.0) (513.
Amounts due from associates, less provision 2,586.1 2,582.
2,101.1 2,069.

Amounts due to associates (36.3) (37.
2,064.8 2,032.

The balances with associates are unsecured and not expected to be settle:
within one year.

The amounts due from associates include $54.7 million (at 31 December 2001
$50.0 million) which is interest-bearing at various rates up to 10.0% per annumr
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10.

11.

12.

Interest in jointly controlled entities

At 30 At 31
June December
2002 2001
$ Million $ Million
Share of net deficits (200.5) (193.3)
Amounts due from jointly controlled entities 347.6 342.8
147.1 149.5
Amounts due to jointly controlled entities - (11.9)
147.1 137.6

The balances with jointly controlled entities are unsecured and not expected
to be settled within one year.

The amounts due from jointly controlled entities include $181.4 million (at 31
December 2001: $193.3 million) which is interest-bearing at 10.0% per annum.

Properties held for sale

Included in properties held for sale are amounts of $123.0 million (at 31
December 2001: $123.0 million), stated net of a general provision, made in
order to state these properties at the lower of their cost and estimated net

realisable value.

Trade and other receivables

At 30 At 31

June December

2002 2001

$ Million $ Million

Gross amount due from customers for contract work 264.0 268.2

Amounts due from associates 95.0 95.0
Debtors, deposits and prepayments 528.6 622.7

887.6 985.9

(a) Included in the gross amount due from customers for construction
contracts of the Group is $140.1 million (at 31 December 2001: $160.0
million) relating to contract work of which one of the company’s
subsidiaries is a sub-contractor. The subsidiary has submitted claims to
the employer, which is one of the Group’s jointly controlled entities, in
respect of the work in progress. The claims are currently disputed by
the employer principally on the basis that certain contra charges have
yet to be agreed. Advances received from the employer amounted to
$181.0 million as at 30 June 2002 (at 31 December 2001: $181.0 million).
No counterclaim from the employer has been received by the subsidiary
up to the date of approval of this interim financial report. The
construction contracts were substantially completed during the year
ended 31 December 2001 and the matter will be placed under arbitration.
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Based on legal advice, the directors are confident that the subsidiar
will succeed in its claims and accordingly, the gross amount due fror
customers for contract work of $140.1 million (at 31 December 200:
$160.0 million) will be recovered in full and no provision is considere
necessary in this respect.

(b)  Included in trade and other receivables are trade debtors (net of specifi
provisions for bad and doubtful debts) with the following agein
analysis:

At 30 At3
June Decembe
2002 200
$ Million $ Millio
0 to less than 2 months 106.4 186.
2 to less than 6 months 16.1 23.
6 to less than 12 months 33.6 14.
12 months and more 95.9 106.
252.0 331.

Retention monies receivable
due within one year 110.9 103.
362.9 434,
The Group’s credit terms for contracting business are negotiated wit
and entered into under normal commercial terms with its trad
customers. Interim applications for progress payments in constructio
contracts are normally on a monthly basis and settled within one mont
with retention monies withheld but released on the issuance of relevar

certificates.
13.  Cash and cash equivalents

At 30 At 3
June Decembe
2002 200
$ Million $ Millio

Deposits with banks and other

financial institutions 159.4 23.

Cash at bank and in hand 120.8 409.

280.2 433.

12 =




14.

15.

Trade and other payables

At 30
June
2002
$ Million

Advances received from a jointly controlled entity 181.0
Creditors and accrued expenses 949.0
Gross amount due to customers for contract work 101.8
Other loans (note 17) 120.0

1,351.8

At 31
December
2001

$ Million

181.0
982.2
164.2
120.0

1,447 .4

Included in trade and other payables are trade creditors and bills payable

with the following ageing analysis:

At 30

June

2002

$ Million

0 to less than 2 months 130.6
2 to less than 6 months 37.7
6 to less than 12 months . 13.1
12 months and more 34.7
216.1

Retention monies payable due within one year 119.0
335.1

Share capital
No. of share
Issued and fully paid:

At 1 January and 30 June 2002 - 607,853,996

At 31
December
2001

$ Million

130.1
16.7

30.7
255

203.0
83.2

286.2

$ Million

607.9

Pursuant to the share option scheme, the directors may, at their discretion,
invite employees of the Group, including Directors of any members of the
Group, to take up options at a consideration of $1 for the grant to subscribe
for shares at a price of not less than 80 percent of the average of the closing
prices of the shares on the Stock Exchange on the five trading days immediately
preceding the date of grant or the nominal value of a share, whichever is

higher.
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16.

At 30 June 2002, the outstanding options were:

Date )
option granted

20 May 1998
18 June 1998
28 September 1998

Reserves

Share
premium
S Milfion

At 1 January 2002
- As previously reported 1,369.6
- Prior year adjustment

in respect of

retirement benefits -

Period during which
options exercisable

20 November 1998
to 19 May 2005

18 December 1998
to 18 June 2005

28 March 1999 to
28 September 2005

Capital
redemption Capital  Exchange
reserve reserve reserve
§ Million $ Milkon $ Million

146 175.7 (15.3)

Number ¢

option

Exercise outstanding ¢
price the period en
$3.48 14,920,00
$2.29 2,950,00
$1.48 3,000,00

Revaluation reserves
Investment in
non-trading  Accumulated
securities losses To!
$ Million $ Million S Ml

Investment
properties
S Million

63 04)  (1,08) 1

- As restated 1,569.6
Realisation on

disposal of a

subsidiary -
Realisation on

disposal of non-

trading securities -
Exchange

differences on

translation of

financial

statements of

foreign entities -
Loss for the period -

14.6 1757 (153)

63 04)  (1,000.0) 1§

- - - (
- - (1394) (13

At 30 June 2002 1,369.6

146 175.7 (19.0)
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17.

18.

19.

Interest-bearing borrowings

At 30 June 2002, the interest-bearing borrowings were secured as follows:

At 30 At 31
June December
2002 2001
$ Million $ Million
Bank overdraft
— secured 40.5 31.3
— unsecured 0.4 -
Bank loans
~ secured 1,725.2 1,749.0
— unsecured 56.7 56.7
1,822.8 1,837.0
Other loans (note 14)
— unsecured 120.0 120.0
Floating rate notes (note 18)
— secured 205.5 206.2

Included in the balance of other loans is a loan from a related party, China
Everbright Holdings Co Ltd, amounting to $120.0 million (at 31 December
2001: $120.0 million). The loan is unsecured, interest-bearing at 7.0% per annum
and repayable on demand.

Floating rate notes

On 11 December 1997, a wholly-owned subsidiary issued floating rate notes
(“the FRNs"”) which are denominated in United States dollars and guaranteed
by the Company, with principal amount of US$65 million. The notes bear
interest at the rate of 0.875% per annum above the London Interbank Offered
Rate for six month US dollars deposits payable semi-annually. The original
redemption date of the FRNs is 13 December 2000.

Contingent liabilities

(a) Contingent liabilities at the balance sheet date in respect of guarantees
given to banks and other lenders to secure loans and advances to
associates amounted to $100.2 million (at 31 December 2001: $1,162.4
million).

(b)  The Group has contingent liabilities in respect of performance bonds
and guarantees under contracts and other agreements entered into in

the normal course of business.

(¢)  The Group has contingent liabilities in respect of banking facilities
granted to certain buyers of properties of the Group and its associates.
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(d)

At 30 June 2002, one of the Group’s associates has conducted a reviev
of certain billing arrangements with the Group, and as of the date o
approval of this interim financial report, this associate is still in th
process of assessing the validity of certain development costs charge«
in previous years by the Group for the development of this associate’
property in Guangzhou, the PRC.

No provision in respect of the above review is considered necessary i
the interim financial report by the Directors as the review of developmen
costs is still ongoing.

At 30 June 2002, one of the Company’s subsidiaries has received claim
from former subcontractors in relation to the alleged non-payments fo
construction work done totalling $62.4 million (“the alleged claims”
(at 31 December 2001: $55.7 million). The subsidiary is in the process o
preparing counterclaims to these former subcontractors for replacemen
costs and damages in substantially the same amount as the allege.
claims.

Based on legal advice, the directors are confident that the alleged claim
are unlikely to be enforced against the subsidiary. Accordingly, n
provision is considered necessary by the Directors at the balance shee
date.

20.  Material related party transactions

(a)

During the period, the Group had several construction contracts with
group (“the related group”), which can exercise significant influenc
over the Group in making financial and operating decisions, for th
provision of consulting and engineering services on a combination ¢
cost plus basis and fixed price basis. Progress payments received an
receivable from these related companies amounted to $3.0 million durin
the period ended 30 June 2002 (6 months ended 30 June 2001: $9.
million).

The amount due from the related group at the period end amounted t
$111.3 million (at 31 December 2001: $126.5 million).

During the period, another related group provided construction service
to the Group and charged progress payment amounting to $89.3 millio
(6 months ended 30 June 2001: $Nil). The net amount due to this relate
group at the period end amounted to $24.5 million (at 31 Decembe
2001: $9.4 million).

During the period, the Group had the following transactions with on
of its associates:

(1) Charged interest on shareholders’ loans amounting to $1.3 millio
(6 months ended 30 June 2001: $1.9 million). Interest is charge
at various rates up to 5% p.a. during the period (6 months ende
30 June 2001: 9% p.a.).

(ii)  The net amount due from these associates at the period en
amounted to $435.8 million (at 31 December 2001: $429.5 million
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21.

(d)

(e)

(f)

During the period, certain employees of the Group were seconded to
certain jointly controlled entities and the Group charged staff costs
amounting to $3.2 million (6 months ended 30 June 2001: $11.1 million).
The net amount due from these jointly controlled entities in this
connection at the period end amounted to $119.6 million (at 31 December
2001: $110.1 million).

The Group provided construction services to certain of its joint ventures
and charged progress payment amounting to $19.0 million during the
period (6 months ended 30 June 2001: $Nil). The net amount due to
these joint ventures at the period end amounted to $26.0 million (at 31
December 2001: $34.0 million).

Included in other loans under trade and other payables is an amount
advanced from a related party, amounting to $120.0 million (at 31
December 2001: $120.0 million) at the period end (see note 17). Interest
paid and payable to this related party amounted to $4.5 million for the
period (6 months ended 30 June 2001: $4.2 million).

Approval of interim financial report

The interim financial report was approved and authorised for issue by the
board of directors on 23 September 2002.
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KPMG

INDEPENDENT REVIEW REPORT TO THE BOARD OF DIRECTORS OF
HONG KONG CONSTRUCTION (HOLDINGS) LIMITED

Introduction
We have been instructed by the Company to review the interim financial report se
out on pages 1 to 17,

Directors’ responsibilities

The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of an interim financial report to be in compliance
with the relevant provisions thereof and Statement of Standard Accounting Practice
25 “Interim financial reporting” issued by the Hong Kong Society of Accountants
The interim financial report is the responsibility of, and has been approved by, the
directors.

Review work performed

We conducted our review in accordance with Statement of Auditing Standards 70(
“Engagements to review interim financial reports” issued by the Hong Kong Society
of Accountants.

A review consists principally of making enquiries of Group management and applying
analytical procedures to the interim financial report and based thereon, assessing
whether the accounting policies and presentation have been consistently appliec
unless otherwise disclosed. A review excludes audit procedures such as tests o
controls and verification of assets, liabilities and transactions. It is substantially les:
in scope than an audit and therefore provides a lower level of assurance than ar
audit. Accordingly we do not express an audit opinion on the interim financial report

Fundamental uncertainty

In arriving at our review conclusion, we have considered the adequacy of the
disclosures made in the interim financial report concerning the continued support o:
the Group’s bankers and the ability of the Group to obtain sufficient external funding
The interim financial report has been prepared on a going concern basis, the validity
of which depends upon the ongoing support of the Group’s bankers and the successfu
outcome of the Group’s restructuring plan. The interim financial report does no
include any adjustments that would result from a failure to obtain such support or tc
implement the restructuring plan. Details of the circumstances relating to this
fundamental uncertainty are described in note 2 to the interim financial report.

Review conclusion

On the basis of our review which does not constitute an audit, we are not aware o
any material modifications that should be made to the interim financial report fo
the six months ended 30 June 2002.

KPMG
Certified Public Accountants

Hong Kong, 23 September 2002
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FINANCIAL REVIEW AND ANALYSIS
Results

The Directors report that the unaudited consolidated loss attributable to shareholders
for the six months ended 30 June 2002 was $139.4 million, compared to loss attributable
to shareholders of $290.4 million for the corresponding period of the previous year.
It is due mainly to a loss arising from ongoing construction projects of $85.9 million.
The finance costs for the current period decreased to $63.1 million from $108.4 million
for the corresponding period of last year, benefiting from the fall of market interest
rate. The share of profit of associates was $30.1 million compared with the share of
losses of associates of $63.7 million for the last corresponding period. It is mainly
because of the steady performance of the rental market in the PRC and no provision
for loss on buy-back guarantee for property sold by associates is required in the
current period. Loss per share decreased to 22.9 cents from 57.2 cents for the
corresponding period of the previous year. The Directors did not recommend the
payment of any interim dividends.

Debt Restructuring

At the end of 2000, the Group faced liquidity problems and failed to repay its loans
when they were due. This included an aggregate indebtedness of $1.9 billion to its
bank creditors in Hong Kong and floating rate notes (“FRNs”) of US$37 million due
for repayment on 13 December 2000. The Group immediately appointed KPMG
Financial Advisory Services as financial adviser for its debt restructuring scheme.

The Company has entered into a restructuring agreement on 27 August 2002
(“Restructuring Agreement”) with the banks. The Restructuring Agreement sets out
those terms and principles and provides that formal documentation (“Formal
Documentation”) to implement the same will be entered into between the Company
and the banks in due course. The Formal Documentation is to be entered into on or
before 31 December 2002 or such later date as may be agreed by a simple majority of
the bank creditors’ steering committee. Whilst one minor change to the termination
provisions for the standstill arrangement set out in the standstill letter entered into
by the Company and certain of its subsidiaries with its bank creditors on 11 June
2001 (“Standstill Letter”) has been made by the Restructuring Agreement all other
terms and provisions of the Standstill Letter remain in place.

Similar terms, as those agreed with the Banks, have been offered to the holders of the
guaranteed FRNs due 2000 issued by a subsidiary of the Company and guaranteed
by the Company.

Liquidity and financial resources

The Group’s borrowings at the balance sheet date comprised Hong Kong and PRC
bank loans of $1.82 billion and the FRNs of US$26.3 million (after debt auction in
2001). As the Group and the Company were in default of all these borrowings at the
balance sheet date, these amounts became due immediately and were classified as
current liabilities.

All these borrowings are interest bearing with interest rates fixed at market rates
plus margin at various intervals of time from one month to one year after the previous
fixing. The majority of the borrowings are denominated in Hong Kong dollars. As of
the balance sheet date the foreign currency borrowings included US$ borrowings of
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12.1%, RMB borrowings of 7.8% and Japanese Yen borrowings of 5.1% approximatel
of the total borrowings. The Group had pledged deposits of $187.7 million and cas
and cash equivalents of $280.2 million at the balance sheet date. The Group has nc
used financial instruments for currency hedging purposes.

Details of charges on Group assets”

The Company and certain of its subsidiaries have entered into a guarantee an
debenture dated 3 December 2001, under which all of their assets and propertie
were charged by way of fixed and floating charges in favour of the bank creditor
and the holders of the FRNs for the purpose of securing the Hong Kong ban
indebtedness and the FRNS.

Gearing ratio

The Borrowings to Equity Ratio of the Group as at 30 June 2002 amounted t
177.5% (at 31 December 2001: 140.8%), being the ratio of “total borrowings less cas
and cash equivalents and pledged deposits” divided by “shareholders” equity”.

BUSINESS REVIEW
Construction

The Group had in hand contracts valued at $6.3 billion at the end of August 200
(excluding the share of joint venture partners). They included a construction contrac
for residential development at the Tung Chung Station, a construction contract fo
residential development at Lai Chi Kok, one government joint venture contract fo
Penny’s Bay reclamation stage 1, three West Rail projects, the widening of Tol
Highway, improvement works at Tuen Mun Wong Chu Road, Qingzhou Min Jian
Bridge in Fuzhou, Shanghai Outer Ring Tunnel project and a Chinese governmen
joint venture contract for main construction of the National Grand Theatre in Beijing
The Group has been actively restructuring its construction business so as to form
major source of income. It is now tendering for several private contracts and plans t
bid for large-scale construction projects in both China and Hong Kong, such a
Shenzhen Convention and Exhibition Centre, Lamma Power Station Extension an:
Design and Construction of Central Government Complex, Legislative Counci
Complex, Exhibition Gallary and Civic Place at Tamar, Central, Hong Kong.

Property

The Group has interests in first class commercial and residential developments i
Shenzhen, Guangzhou, Haikou and Beijing. The influx of foreign investors to ope:
up the Chinese market in recent years coupled with the successful entry of Chin
into WTO in 2001 help stabilized the Group’s rental income generated from th
commercial property markets in Shenzhen and Guangzhou although the propert
sales market remain sluggish.

Employees
At the end of June 2002, there were a total of approximately 398 employees employer
by the Group. The employees are remunerated according to the nature of jobs, thei

and the Group’s performance, and market conditions. Some of the employees ar.
entitled to year end bonus and participation in the share option scheme of the Groug
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OUTLOOK

Although signs have emerged that the US economy has improved in the past few
months, the speed or robustness of the economic recovery of Hong Kong is still
uncertain with continuing high unemployment rate, falling property prices and
deflationary pressure are expected to continue to undermine local consumer
confidence and investment sentiments. The rest of the year will continue to be
challenging for the Group. In view of such challenging operating environment, the
Group will continue the corporate strategy of restructuring the organization,
streamline the operations, dispose of the non-core business and assets, rehabilitate
the under-performing business and apply stringent cost control.

INTERIM DIVIDEND

The Directors do not recommend the payment of any interim dividend for the period
(2001: $Nil).

PRACTICE NOTE 19 TO THE LISTING RULES

The Company itself and through its subsidiaries have entered into contractual joint
venture agreements with several joint venture members and have undertaken
substantial investments for development of certain properties and infrastructure
projects, and construction works. Pursuant to these agreements, investments were
made to joint venture companies in the form of capital and advances in proportion to
the respective joint venture members’ capital contribution ratios or in accordance
with the terms of the joint venture agreements. These investments were classified
under the headings “Interest in jointly controlled entities” and “Interest in associates”
in the consolidated balance sheet of the Company and its subsidiaries. Details of
such investments as at 30 June 2002 are disclosed below:—

Guarantee
given for
Amounts facilities
% interest due from utilised by Annual
attributable affiliated affiliated interest rate
Affiliated companies to the Group companies companies on advances
$ Million $ Million
Karbony Investment Ltd 40% 8454 100.2 Interest free
Hong Kong Construction 40% 110.7 - Partial interest
SMC Development Ltd free/Partial
bearing interest
at 10% per
annum
Hainan Yangpu Land 30% 4.3 - Interest free
Development Co. Ltd
Hainan Yangpu Merchant 25% 26.6 - Interest free
Co. Ltd
Hong Kong Construction 50% 466.8 - Interest free

Kam Lung Ltd
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Guarantee

given for
Amounts facilities
% interest due from utilised by Annual
attributable affiliated affiliated interest rate
Affiliated companies to the Group - companies companies on advances
$§ Million $ Million
Right Choice International 27.5% 238.5 - Interest free
Ltd
Dorboy Investment Ltd 50% 3904 - Interest free
Quick Wealth Investments 50% 435.8 - Partial interest
Lid free/Partial
bearing
interest at
HK$ prime
rate
Greenway Venture Ltd 20% 54.0 - Interest free
First Choice International 25% 120.6 - Interest free
Development Ltd
Forsum Ltd 36.25% 1.7 - Interest free
Hainan Zhong-gu 50% 181.4 - Interest
Property Co. Ltd bearing
at 10% per
annum
Hong Kong Construction- 55% 86.3 - Interest free
AMEC Joint Venture
Hong Kong Construction- 34% 37.7 - Interest free
Maeda-CRABC
Joint Venture
HK ACE Joint Venture 30% 33.3 - Interest free
AMEC-Hong Kon 35% 8.5 - Interest free
Construction CC-202
Joint Venture
BCJ Joint Venture 20% 0.2 - Interest free
Hong Kong Construction 25% 0.3 - Interest free
Maeda-Yokogawa-
Hitachi Joint Venture
3,051.5 100.2

Notes:

- The advances are unsecured, without fixed re\f1
out of the net cash surplus from operation of the affiliated companies.

ayment terms and are repayable in casl

The advances made were funded by internal resources and by bank borrowings foi
general working capital purposes.

There is no committed capital injection and committed amount to be advanced to the
affiliated companies by the Group.

Save for those mentioned above, no guarantee has been given by the Group for facilitie:
granted to the above mentioned affiliated companies.
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As at 30 June 2002, total committed capital injections, advances made, committed
advances to be made to affiliated companies and guarantees given by the Group for
facilities utilised by affiliated companies, in aggregate, amounted to approximately
$3,151.7 million which represented approximately 332.9% of the net asset value of
the Group as at 30 June 2002.

As the circumstances giving rise to this disclosure will probably continue to exist,
the Board will ensure that the required details will be disclosed in the subsequent
interim reports and annual reports providing adequate and sufficient information to
allow investors to make an informed assessment of the financial position of the
Group.

A proforma combined balance sheet of the affiliated companies as at 30 June 2002 is
presented below:

Combined total

$ Million $ Million
Fixed assets
Investment properties 3,295.4
Hotel properties 735.9
Others 40.3
4,071.6
Land and properties under development 2,196.3
Interest in jointly controlled entities 1,287.2
Other non-current assets 1,416.9
Current assets
— Properties held for sale 981.4
— Other current assets 1,075.7
2,057.1
Total assets 11,029.1
Share capital 1,221.4
Reserves (1,397.5) (176.1)
Non-current liabilities -
— Advances from shareholders 6,170.7
— Bank and other loans 1,373.9
— Other non-current liabilities 23.9 7,568.5
Current liabilities
- Amounts due to shareholders/joint venturers 1,089.8
— Current portion of bank loans 257.0
— Other current liabilities 2,289.9 3,636.7
Equity and liabilities 11,029.1

Attributable interest of the affiliated companies to the Group as at 30 June 2002
amounted to a deficit of $662.9 million.
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SHARE OPTION SCHEME

The Company has a share option scheme which was adopted on 22 January 1998
(“Adoption Date”) whereby the directors of the Company at any time within 10
years after the Adoption Date are authorised, at their discretion, to invite employees
of the Group, including Ditectors of any Company in the Group, to take up options
to subscribe for shares of the Company. The exercise price of options was determined
by the board and was the higher of the nominal value of the shares and 80% of the
average of the closing prices of the shares on The Stock Exchange of Hong Kong Ltd
for the five business days immediately preceding the date of the grant. The options
vest after 6 months and are exercisable for various periods of not exceeding 9'/>
years commencing 6 months after the date on which the grant of the option is accepted,
or up to 21 January 2008, whichever is earlier.

The maximum number of shares in respect of which options may be granted under
the share option scheme may not exceed 10% of the issued share capital of the
Company from time to time excluding any shares issued pursuant to the scheme.

At 30 June 2002, the directors and employees of the Company had the following
interests in options to subscribe for shares of the Company (market value per share
at 30 June 2002 is $0.69) granted at nominal consideration under the share option
scheme of the Company. Each option gives the holder the right to subscribe for one
share.

Number Number Number
of options of options of options
Exercise  outstanding at cancelled outstanding at
price 1 January during 30 June
Date of grant per share 2002 the period 2002
$

Directors
CHEN Libo 20/5/1998 3.48 4,000,000 - 4,000,000
18/6/1998 2.29 2,000,000 - 2,000,000
281971998 1.48 3,000,000 - 3,000,000
Employees 20/5/1998 3.48 7,920,000 (600,000) 7,320,000
18/6/1998 2.29 _ 950,000 - 950,000
28/9/1998 1.48 1,000,000 (1,000,000) -
Other participants  20/5/1998 3.48 8,600,000 (5,000,000) 3,600,000
18/6/1998 2.29 2,000,000 (2,000,000) -
28/9/1998 1.48 2,000,000 (2,000,000) -
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DIRECTORS” AND CHIEF EXECUTIVE’S INTERESTS

At 30 June 2002, the Directors and chief executive had the following interests in the
share capital and options of the Company (within the meaning of the Securities
(Disclosure of Interests) Ordinance):

(i)

(i1)

Shares

Number of ordinary shares
Name of director Personal interests
CHEN Libo 3,800,000
Options to subscribe for shares of $1.00 each in the Company granted under the

share option scheme of the Company

Number
of options
exercised
during the Number
Consideration  six months  of options
Exercise paid for ended outstanding
Date of price the options 30 June  at 30 June
Name of director grant per share granted 2002 2002
$
CHEN Libo 20/5/1998 3.48 1 - 4,000,000
18/6/1998 2.29 1 - 2,000,000
28/9/1998 1.48 1 - 3,000,000

The options are held by the Directors under personal interests and exercisable
for six and a half years after the expiry of six months from the respective dates
of acceptance of the grant of the offers by the Directors.

During the period, no Directors exercised any share options to subscribe for
shares in the Company.

Save as disclosed above, no right to subscribe for equity or debt securities of the
Company has been granted to any director -or chief executive of the Company or to
any of their spouses or children under 18 years old, nor have any such rights been
exercised by them during the period.
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SUBSTANTIAL SHAREHOLDERS” INTERESTS

As at 30 June 2002, the Company has been notified of the following interests in the
Company’s issued shares, other than interests of the Directors, amounting to 10% or
more of the ordinary shares in issue:

Number of Percentage of

ordinary shares total issued

held shares

China Everbright International Ltd (Note) 62,007,000 10.20%
China Everbright Holdings Co Ltd (Note) 62,007,000 10.20%
Shanghai Construction (Group) General Co 149,000,000 24.51%

Note:  Out of the 62,007,000 ordinary shares, 60,000,000 ordinary shares are beneficially owned
by Maddington Ltd and 2,007,000 ordinary shares are held by China Everbright Securities
Investments Ltd, both of which are wholly-owned subsidiaries of China Everbright
International Ltd. China Everbright International Ltd is a company listed on The Stock
Exchange of Hong Kong Ltd and is indirectly owned as to approximately 69.01% by
China Everbright Holdings Co Ltd through its direct and indirect wholly-owned
subsidiaries, namely, Guildford Ltd, Datten Investments Ltd and Everbright Investment
& Management Ltd.

Both parties are considered to have deemed interests in the same shares.
PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the six months ended 30 June 2002, there was no purchase, sale or redemption
of the listed securities of the Company by the Company or any of its subsidiaries.

CODE OF BEST PRACTICE

The Company has complied throughout the six months ended 30 June 2002 with the
Code of Best Practice as set out by The Stock Exchange of Hong Kong Ltd in Appendix
14 to the Listing Rules.

AUDIT COMMITTEE

The audit committee comprises two independent non-executive directors and one
non-executive director with written terms of reference in accordance with the
requirements of the Listing Rules, and reports to the board of directors. The audit

committee has reviewed the Company’s interim results for the six months ended 30
June 2002.

On behalf of the board
SHI LIWEN
Chairman

Hong Kong, 23 September 2002
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