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Hongkong Electri
of The Hongkong

- Holdings Limited (HEH) was established in 1976 to serve as the holding company
Electric Company, Limited (HEC), the main operating company of the HEH Group.

HEC is responsiblé for the generation, transmission and distribution of power to Hong Kong Island,
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on on Lamma has a total installed capacity of 3,305 MW and its transmission and
ork comprises a network of about 370 kilometres :of transmission line and more
ution. substations. The company history dates back to 1890.
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financial highlights

HK$ million 2001 2000 1999 1998 1997
Turnover 10,867 10,643 9,690 9,759 8,499
Profit attributable to shareholders 6,507 5,535 5,286 4,967 4,709
Dividends 3,479 3,233 3,088 2,899 2,748
Fixed assets 43,955 41,592 39,661 37,645 35,011
Shareholders’ funds 33,758 30,525 26,967 23,091 20,933
HK$
Earnings per share 3.05 2.62 2.58 2.46 2.33
Dividends per share 1.63 1.515 1.4875 1.435 1.36
Note: As a result of adoption of the requirements of the Statement of Standard Accounting Practice No. G (revised) "Events after the balance sheet date”,
proposed dividend after the balance sheet date is recognised as a component of equity instead of recognised as a liability at the balance sheet date.
Shareholders’ funds for the years 1997 to 2000 have been adjusted for comparison purposes.
PROFIT ATTRIBUTABLE TO SHAREHOLDERS DIVIDENDS PER SHARE
HK$ million HK$
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6,100 1.50 .
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TURNOVER FIXED ASSETS
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chairman’s statement

Demand for electricity in Hong Kong continued to rise in 2001 in spite of the depressed economic
conditions. We again delivered exceptional levels of reliability and worked to ensure that our
network will meet the future power needs of the people and businesses of Hong Kong. The
performance of our Australian businesses exceeded expectations, both at the operating level and as
a result of an exceptional one-off gain on the sale of the retail division of Powercor Australia, and it
is this strong contribution to the bottom line from overseas activities which has resulted in the bulk
of the increase in Group profits over last year.

Results

The profits arising from the Group's local activities amounted to
HK$5,883 million (2000: HK$5,488 million). Profits arising from the
Group's overseas activities increased substantially to HK$618 million
(2000: HK$47 million) due mainly to the exceptional one-off gain of
HK$344 million arising from the sale of the retail division of Powercor
Australia, together with the strong operating performance of our
Australian electricity distribution businesses.

As a result, the Group’s audited consolidated net profit for the year
ended 31st December 2001 was HK$6,507 million (2000: HK$5,535
million).

Final Dividend

The Directors will recommend a final dividend of HK$1.07 per share.
This, together with the interim dividend of 56 cents per share, will give a
total dividend of HK$1.63 per share for the year (2000: HK$1.515 per
share).

Hong Kong Operations

As a number of events around the world have demonstrated in recent
years, provision of a highly reliable source of electric power is of central
importance to economic activity, and is not to be taken for granted even
in the most developed markets. During 2001, we continued to focus on
reliability. For the sixth year in a row, we maintained a reliability of supply
of 99.999%, and we exceeded our 18 customer pledges in all areas.

This exceptional performance was achieved while at the same time
continuing tight control on costs and headcount have resulted in
electricity generated per employee and revenue per employee rising
during the year. These improvements in productivity reflect our constant
attention to having the right workforce, systems and equipment in place
and providing a customer service system that is both highly responsive
and personalised.

Electricity generation is a capital-intensive industry and, therefore, the
cost of capital is an important factor. The Group took advantage of the
decline in interest rates to reduce our cost of borrowing substantially

Annual Report 2001
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chairman’s statement
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through retiring and refinancing portions of our existing debt, and the
resultant interest savings made a contribution to our profits.

Fuel supply is another major cost factor and although rising international
prices for coal made it impossible to reduce overall fuel costs for 2001,
we mitigated the effects through further diversification of both coal
types and sources.

We continued to improve the physical infrastructure. Effective
maintenance of our generating equipment allowed us to achieve an
increase in availability from our generating units.

With power demand rising despite several years of poor economic
conditions, the need for the Lamma Power Station Extension project is
now even more apparent, with maximum demand in 2001 showing an
increase of 4.1%. This rising demand emphasizes that the first phase
must be commissioned by mid 2004. Site dredging was finished during
the year and construction began on the seawall. In addition, we are
making good progress on the planning, detailed design and approval
process for the submarine gas pipeline.




Serving Hong Kong for
over a century, we are
dedicated to providing
adequate and reliable
power supply as well as
meeting the long-term
electricity needs of the
community and the
business sector.

Overseas Business

Our strategy is to invest in electricity related businesses offering acceptable
risk levels and steady margins. Qur joint investments with Cheung Kong
Infrastructure Holdings Limited in ETSA Utilities and Powercor in Australia
were based on the expectation of earning the reasonable return as
set out in the regulatory framework. Both have performed above these
expectations during 2001, delivering solid financial and operational results
in a year in which extreme climatic conditions, particularly in South
Australia, presented many challenges for the businesses. During the year,
we were able to exit the more volatile and higher-risk retail portion of
Powercor through disposal. This raised A$315 million in total, which was
used to reduce Powercor's gearing. As a result we now concentrate on
regulated electricity distribution businesses, with a customer base of
1.4 million.

Outlook

While the pace of any economic recovery is uncertain, experience has
shown that demand for electricity in Hong Kong will continue to rise
even if conditions remain sluggish. Therefore we are focused on pressing
ahead with work on the Lamma Extension and investing in improving our
existing infrastructure to ensure the adequacy and reliability of supply
that is required by Hong Kong to maintain its standing as a world
class city.

Overseas, we will continue to see a steady contribution to Group profit
from our Australian assets. We are also encouraged by the possibilities
for expansion that are emerging as regulatory regimes around Asia
and beyond evolve. The Group will continue to seek opportunities in
countries and in segments of the market that offer a high degree of
earnings predictability at acceptable levels of risk.

[ wish to thank all employees for their dedication, loyalty and hard work,
which has positioned the Group well to seize suitable opportunities that
may arise.

George C. Magnus
Chairman

Hong Kong, 7th March 2002

Annual Report 2001
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operations review

Sales of electricity rose by 3.2% in 2001 to 10,311 million kWh. Maximum demand reached another
record high, rising 4.1% to 2,516 MW. Demand was led by the commercial sector, which saw a
4.4% increase. With this sector accounting for more than 70% of total sales, it demonstrates the
resilience of demand to economic weakness, supporting our long-term forecasts. Customer numbers

rose 1.9% to 535,549,

Hongkong Electric
has a well-established
track record of
increasing
shareholders’ value
that makes it a stock
we like to follow.

Ms Alice Hui

Executive Director,

Head of Asian Utilities Research,
UBS Warburg

Hongkong Electric Holdings Limited

Generation

The Generation Division again exceeded performance targets while
increasing productivity and taking further measures to improve operations
from an environmental perspective.

The Lamma Power Station continued to perform well. The availability of
coal fired generating units increased as we reduced the number and
length of planned outages for upgrading work.

Work continued on the conversion of two existing gas turbines to a
combined cycle unit. This will generate an additional 115MW of power
with the same fuel input through recovering waste heat energy. This
project is on target for completion in September 2002.

The coal jetty extension at Lamma Power Station was completed, further
improving our coal handling facilities. Control systems were upgraded.

Consumption of low sulphur coal, our main fuel source, grew to over
four million tonnes. With coal a major cost to the Group, we devoted
considerable effort to finding ways to achieve savings. Higher ol prices
led to increased global demand for coal and rising prices. We sought to
counter this through wider diversification and the use for the first time of
more cost effective sub-bituminous coal. The results have been
satisfactory and we plan to use more of this fuel in future.

UNITS SOLD
1992-2001
(millions of kwh) 8,000
7,000
6,000.... . .. .
5,000
4,000
3,000
O Commercial 2,000 =
© Domestic 1000 -
O Industrial 0. . O
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The Environmental Management System has allowed us to prioritise our
efforts to protect the environment. The progress to retrofit a submerged
scraper conveyor system neared completion, in line with our goal of
minimising effluent discharge. We also increased our recycling of

wastewater and rainwater.

Work on the Lamma Power Station extension began in March and solid
progress was made. Dredging was completed and construction began on
the seawall. The 300MW gas-fired generating unit of Phase | is targeted

for completion by mid 2004.
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Hongkong Electric plays
a vital role in supporting
Hong Kong's continuing

development as a

financial services
hub in Asia.
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operations review

Transmission and Distribution (T&D)

In 2001, the T&D Division continued to exceed targets for customer
services and supply reliability while its productivity was further improved.

All 18 pledged service standards were met or surpassed and 851
commendations were received from our customers. We continued to
make use of the latest technologies to improve our customer services. In

2001, HEC expanded and upgraded its remote meter reading system for
its maximum demand customers. Aside from basic meter reading
functions, the system provides continuous monitoring of meter integrity
and on-line acquisition of load profiles for the customers. In addition, the

Constant upgrading of our
facilities and transmission
networks will ensure
performance leadership
into the future.
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WAP (Wireless Application Protocol) service was extended to all mohile
phone users so that customers can freely access their electricity account
and obtain other useful information and services with a WAP phone
anywhere and anytime.

The supply reliability achieved was 99.999% - an exceptional rating
achieved now for six consecutive years. To maintain this level of reliability
and to meet the increase in electricity demand, a total of 53 new
distribution substations were commissioned and 286km of distribution
cables laid.

To provide supply to the MTR Tseung Kwan O Line, a new 2x60MVA
infeed substation at Quarry Bay was commissioned.

The Group also completed preparatory work for the new 22kVv
distribution voltage system to be introduced to the Cyberport and
Central area in year 2002, followed in year 2003 by the Southern District.

The 22kV voltage has the same cable size and hence capacity is twice
that of 11kV cables. It will require less underground space and since most
underground spaces in Hong Kong are already congested, 22kV
distribution is the most effective means of expanding our electricity
distribution network to meeét increased demand. The 22kV voltage has
been adopted by other major cities with a similar underground
congestion situation and high load density and is the first of its kind to be
introduced in the Hong Kong SAR.

| know that 999.9 gold
represents a very high
degree of purity. So it
IS reassuring to hear
that Hongkong Electric’s
reliability is as high as
99.999%. | am pleased
the company will
continue to support
the people it serves
through its community
programmes.

Mr Wu Chor Nam, JP
Chairman of the Central
& Western District Council
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operations review

International

ETSA Utilities, Australia

ETSA Utilities, the electricity distribution business for the State of South
Australia jointly owned by the Group and Cheung Kong Infrastructure,
performed well during 2001. Sales revenue for the year of 2001 was
higher than expected due to a record number of new customer
connections and strong sales during a hotter than expected summer,
together with a bucyant economy driven by a thriving building industry.
Indeed, the severe weather conditions including major storms and the
hottest summer of 93 years put great strain on the distribution network.
In response, additional capital was invested to ensure a continued high
level of system reliability. In addition, significant efficiency gains were
achieved across the organization during the year, through improved work
practices, increased automation and greater utilization of information
technology.

The performance of our
Australian investments
exceeded our expectations
in 2001. We continue to
explore further investment
opportunities that

offer secure returns.



Hong Kong.©®

CHINA
THAILAND
OBangkok

Powercor Australia

Powercor Australia, also jointly owned by the Group and Cheung Kong
Infrastructure, is Victoria's largest electricity distributor, with a network
covering about 64% of the State. This business performed strongly in
2001, achieving higher than budget electricity sales gross margin in
servicing Melbourne's rapidly expanding western suburbs and the State’s
key regional and rural growth centres. During 2001, attention was also
focused on productivity improvements and cost savings without
adversely affecting system reliability or customer service, and significant
progress was made in this area. In June, and in keeping with the Group’s
policies on risk management, the energy trading retail division of
Powercor was disposed of for A$315 million, with the proceeds being
used to reduce gearing. This transaction gave rise to a profit on disposal
attributable to the Group of HK$344 million.

Union Power Development Company Limited, Thailand

During 2001, the Group added to our overseas portfolio with the
acquisition of a 26% stake in Union Power Development Company
Limited (UPDC), a consortium including leading Japanese energy
concerns. UPDC has a license to develop one of the largest coal-fired
power stations to be built in Thailand. The 1,400 MW facility in Hin Krut
province will help prevent a looming energy deficit as power
consumption continues to rise in the country. The project will benefit
from a 25-year take-or-pay Power Purchase Agreement with the
Government-owned Electricity Generating Authority of Thailand, at a
tariff linked to the US dollar exchange rate. The Group has an option to
increase its holding to 27.5% in the future.

Full environmental clearance has been granted, together with all other
necessary licenses. Substantial commitments have been cbtained for a
non-recourse project financing. We are awaiting final approval from the
Government of Thailand and aim to begin construction in late 2002,
with the first 700MW phase to come on stream in 2006.

Associated Technical Services Limited (ATS)

ATS continues to make useful contribution to the profit of the Group. In
year 2001, ATS secured engineering service contracts in China, Taiwan
and Thailand.

AUSTRALIA

e
o

Adelaide
Melbourne  ~ |

v

| have been a
shareholder of
Hongkong Electric
for many years.

The dividend income
| receive from my
shareholdings is very
important to me,
especially now when
interest on bank
deposits is 50 low.

Ms Lai Tai
Hongkong Electric Shareholder
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operations review

| have been a member
of Hongkong Electric’s
Customer Liaison Group
since its inception 10
years ago. | am always
impressed by the
company's willingness
to listen to the views
of its customers and
make improvements
accordingly.

Mr Yau Kin Shing
Customer Liaison Group Member

Honakonag Electric Holdinas Limited

People

Productivity

Economic conditions brought a renewed emphasis on productivity. The
Group’s restriction on hiring remained in place and overall headcount fell,
resulting in a rise of 5.4 % in output to 4.53 million kWh per employee.

‘Training

We have achieved productivity gains not only through the application of
technology but also by training people to work more flexibly and across
a broader range of skills. This also increases job satisfaction. In 2001,
Operations Division devoted a total of 101,000 man-hours to training.

Health and Safety

The Group’s longstanding “safety first” culture resulted in standards of
health and safety classified as “excellent” internationally being achieved
for 2001.

The T&D Safety Management System was accredited to OHSAS 18001
and HEC was the first local utility to acquire this prestigious certificate in
health and safety management.

External recognition came when the division won the “Gold Award for
Safety Management Systems” in the Occupational Health & Safety
Enhancement Forum organised by Hong Kong’s Occupational Health &
Safety Council.

PRODUCTIVITY
1992-2001

O Units sold per employee 2.0
{millions of kwh)
1.5
O Number of employees q
{thousand) 1.0

92 93 94 35 96 97 98 99 00 01
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Customers enjoy services
of the highest standard
delivered by our skilled
teams of professionals.
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operations review
Hongkona Electric Holdinas Limited
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We are committed
to improving the
environment by
raising environmental
protection standards
at our operations
while supporting
research projects on
renewable energy
such as wind power
and solar energy.

Corporate Citizenship

The Group takes seriously its responsibilities to protect the environment
and its contribution to the community.

Environmental Care

The adoption during 2001 of Environmental Management Systems by the
Generation and T&D divisions demonstrates our continuing commitment
to reducing the impact of our operations on the environment. The system
has raised our environmental monitoring to the highest international
standards and allowed us to prioritise our initiatives in this area
more effectively.

No environmental incidents were recorded for the year. We increased
our recycling of wastewater and rainwater. Ash disposal continued
to decline towards zero, as the closed loop system diverted more to
cement making.

As a step towards assessing the feasibility of renewable energy in Hong
Kong, the Group in collaboration with Friends of the Earth has initiated a
wind data survey study to ascertain the wind power potential in Hong
Kong. After a careful site search, two wind monitoring stations on Po Toi
Island and Lamma Island were set up in April and November 2001
respectively for collecting wind data over a period of 12 months.

The photovoltaic study by the University of Hong Kong which we are
sponsoring has made good progress. Much valuable data was collected
for analysis of the performance of photovoltaics under various weather
conditions in Hong Kong.

Community Outreach

Safety is an important feature of our work with the community. Together
with the Government’s Electrical & Mechanical Services Department, we
launched a Public Safety Education Campaign to heighten awareness of
the need to use electrical appliances properly.

To enable visually impaired and elderly customers to receive the same
messages, we converted printed safety and customer service information
booklets to CD and audiocassette, supplementing the special page for
the visually impaired on our website.

We also widened our concessionary tariff scheme that assists
disadvantaged groups such as the disabled and the elderly, by extending
it to single parent families, This helps to ensure that electricity is
affordable across the community.

Annupal Report 2001 5




operations review

Corporate Governance

The Company is committed to high standards of corporate governance and has
complied throughout the year with the Code of Best Practice, as set out in Appendix 14
of the Rules Governing the Listing of Securities (“Listing Rules”) issued by The Stock
Exchange of Hong Kong Limited.

The Board meets formally at least four times a year. The Executive Directors are
responsible for the day-to-day management of the Company's operations. in addition,
there are regular meetings with the senior management of the Company’s subsidiary
and associated companies, at which Group strategies and policies are formulated
and communicated.

The Group views well developed reporting systems and internal controls as essential and
the Board of Directors plays a key role in the implementation and monitoring of internal
financial controls. Their responsibilities include:

o Regular board meetings focusing on business strategy, operational issues and
financial performance.

Active participation on the Boards of subsidiary and associated companies.

Approval of annual budgets for each operating company covering strategy, financial
and business performance, key risks and opportunities.

o Monitoring the quality, timeliness, relevance and reliability of internal and external
reporting.

To enable the Company's Directors to meet their obligations, an appropriate
organizational structure is in place with clearly defined responsibilities and limits of
authority.

The Company’s Audit Committee is composed of three independent Non-executive
Directors and written terms of reference which describes the authority and duties of the
Audit Committee are regularly reviewed and updated by the Board. The Audit
Committee reports directly to the Board of Directors and reviews matters within the
scope of audit, such as Financial Statements and internal controls, to protect the
interests of the Company’s shareholders. The Audit Committee meets regularly with the
Company’s external auditors to discuss the audit process and accounting issues, and
review the effectiveness of internal controls and risk evaluation.



financial review

Capital Expenditure, Liquidity, Financial Resources and Gearing Ratio

Capital expenditure for the year amounted to HK$4,134 million, which was primarily
funded by cash from operations and bank loans. Total net external borrowings decreased
from HK$17,189 million at the beginning of the year to HK$13,758 million at year end.
The decrease was due to the refinancing of bridge loans secured from the acquisition of
Powercor Australia and a net positive cashflow. In addition, undrawn committed credit
facilities available to the Group totalled HK$5,744 million (2000: HK$4,981 million).
The gearing ratio (net debt/shareholders’ funds) at 31st December 2001 was 41%
{2000: 56%).

Treasury Policies, Financing Activities and Capital Structure

The Group continues to ensure that its businesses are financed from a variety of
competitive sources and that committed facilities are available for refinancing and
business growth. In addition, currency and interest risks are actively managed on a
conservative basis.

The A$844 million bridge loans were completely refinanced at both the sponsors’ and
project level. An A$405 million 5-year syndicated term loan facility was raised to
refinance the Group's equity contribution, while the balance was replaced by
cornmercial paper and debt issuance in the name of Powercor Austrahia Limited.

During the vyear, the Group secured committed funds of HK$6,200 million for
refinancing and corporate funding requirements. The largest transaction was a Dual
Tranche Syndicated Loan Facility, with 5 and 7 years terms. Strong demand in the
banking market for credit worthy companies allowed us to raise the amount from an
original HK$2,500 million to HK$4,500 million. The Group also secured HK$1,200
million in bilateral loans and a further HK$500 million via a privately placed 3-year fixed
rate notes issue. The proceeds from these facilities were used in part to retire more
expensive existing debt and partly to act as committed facilities for funding requirements
over the next 12 months.

As at 31st December 2001, external borrowings of the Group amounted to HK$14,338
million with the following profile:

(1) 70% was either denominated or effectively hedged into Hong Kong dollars and
29% was denominated in Australian dollars;

(2) 68% was medium term loans, 22% was capital market instruments and 10% was
suppliers’ credits;

(3) 87% was repayable between 2 to 5 years and 6% was repayable beyond 5 years;

(4) 78% was fixed or capped rate based.




financial review

It is the Group’s treasury policy not to engage in any speculative trading activity. Foreign
currency transaction exposure, other than in US dollars, is managed in accordance with

treasury guidelines, utilising forward contracts and currency and interest rate swaps. As
at 31st December 2001, over 99% of the Group’s transaction exposure was either
hedged or denominated in Hong Kong or US dollars. Currency exposure arising from
overseas investments is hedged by arranging a comparable level of borrowings in the
same currency as the underlying investments. Interest rate risk is managed by using a
spectrum of financial instruments to maintain a majority of the Group’s debt at fixed
rates. This is achieved either by means of fixed rate debt issues or by the use of interest
rate swaps and caps. At 371st December 2001, the contractual noticnal amounts of
derivative instruments outstanding amounted to HK$14,034 million (2000: HK$9,885
million) equivalent.

Contingent Liabilities

As at 31st December 2001, the Company has given guarantees to banks in respect of
banking facilities and development security available to associates amounting to HK$40
million (2000: HK$8 million). The Company has also given guarantees in respect of bank B
and other borrowing facilities available to subsidiaries totaling HK$8,587 million (2000: A ‘
HK$9,663 million) equivalent. This HK$8,587 million (2000 HK$9,663 million), while |
being a contingent liability of the Company, is reflected in the Consolidated Balance
Sheet of the Group.

Employees

The Group continues its policy of pay by performance and market pay rates are
monitored constantly to ensure competitiveness is maintained. The Group’s total
remuneration costs for the year ended 31st December 2001, excluding directors’
emoluments, amounted to HK$1,083 million (2000: HK$1,096 miflion). As at 31st
December 2001, the Group employed 2,318 (2000: 2,366) permanent staff. No share
option scheme is in operation.

Apart from well-established training schemes for university graduates, trainee
technicians and apprentices, the Group also provides training for staff in language,
computer knowledge, the latest technology as well as numerous job-related courses to
enhance the skills and knowledge of our employees.




report of the directors

(Expressed in Hong Kong Dollars)

The Directors have pleasure in submitting their Annual Report together with the audited accounts for the year ended
31st December 2007,

Group Activities
The principal activity of the Group is the generation and supply of electricity.

Accounts

The Consolidated Profit and Loss Account for the year ended 371st December 2001 is set out on page 27 and shows
the Group profit, after tax and Scheme of Control transfers, of $6,507 miltion (2000: $5,535 million). The state of the
Company’s and the Group's affairs as at 31st December 2001 are set out in the accounts on pages 27 to 59.

Dividends

An interim dividend of 56 cents (2000: 54 cents) per share was paid to shareholders on 3rd October 2001 and the
Directors recommend a final dividend of $1.07 (2000: 97.5 cents) per share payable on 10th May 2002 to
shareholders who are registered on the register of members on 9th May 2002.

Reserves
Movements in the reserves of the Company and the Group during the year are set out in note 23 on the accounts.

Share Capital
Particulars of the movements in share capital are set out in note 22 on the accounts.

Purchase, Sale or Redemption of Shares
Neither the Company nor any of its subsidiaries purchased, soid or redeemed any of the Company’s issued shares
during the year (2000: Nil).

Charitable Donations
Donations by the Group during the year amounted to $2 million (2000: $2 million).

Fixed Assets
Additions to Group fixed assets for the year amounted to $4,134 million (2000: $3,549 million). The movements in
fixed assets during the year are set out in note 12 on the accounts.

Directors
The Directors in office at the date of this report are listed on page 2 of the Annual Report,

In accordance with Article 116 of the Company’s Articles of Association, the Directors retiring by rotation at
the forthcoming Annual General Meeting to be held on 9th May 2002 are Mr. Ronald J. Arculli and Mr. Ewan
Yee Lup-yuen, who, being eligible, offer themselves for re-election.

Directors’ Service Contracts
None of the Directors offering themselves for re-election at the forthcoming Annual General Meeting has a service
contract which is not determinable by the Company within one year without payment of compensation (other than
statutory compensation) (2000: Nil).
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repart of the directors

Independent Non-executive Directors’ Remuneration

A director’s fee of $50,000 per annum (2000: $50,000 per annum) (or such amount on a pro-rata basis by reference
to the period of service during the year) is payable to each independent non-executive Director of the Company. No
other emoluments are paid or payable to the independent non-executive Directors of the Company during the year.

Contracts of Significance
No contract of significance to which the Company or any of its subsidiaries was a party and in which a Director of the
Company had a material interest, subsisted at the end of the year or at any time during the year.

Major Customers and Suppliers
The Group’s five largest customers combined did not exceed 30% of the Group’s total turnover for the years ended

315t December 2001 and 2000.

The largest supplier of revenue items for the year represents 24.9% (2000: 29.5%) of the Group’s total purchase of
revenue items, and the combined total of the largest five suppliers accounts for 73.4% (2000: 64.6%).

The holding company of a substantial shareholder who owns more than 5% of the Company's issued share capital,
has a 50% interest in one of the above five largest suppliers. Save as disclosed above, at 31st December 2001
and 2000, none of the Directors or shareholders to the knowledge of the Directors, had any interest in the above
five largest suppliers.

Connected Transactions

(1) The Hongkong Electric Company, Limited ("HEC"), a wholly-owned subsidiary of the Company, had on 4th
February 1986 entered into an agreement in the usual and ordinary course of its business with Total Energy
Resources (Hong Kong) Limited (“Total Energy”), a company which is 50% owned by Hutchison Whampoa
Limited, pursuant to which HEC agreed to purchase coal on normal commercial terms from Total Energy at a
consideration to be reviewed annually. Hutchison Whampoa Limited is the holding company of Cheung Kong
Infrastructure Holdings Limited, a substantial shareholder of the Company. Approximately 4.6% (2000: 6.0%) of
HEC's coal purchases during the year were supplied by Total Energy at a total value of approximately $43 million
(2000: $46 million). The coal price was determined in 2001 by reference to the then prevailing market price for
ccal. The agreement has been disclosed to shareholders in a circular dated 16th May 1987. Information relating
to the annual extension of the agreement is hereby disclosed in accordance with Rule 14.25(1) of the Rules
Governing the Listing of Securities of The Stock Exchange of Hong Kong Limited (“Listing Rutes”).

(2) On 2nd April 2001, HEC awarded a sub-contract to HUD General Engineering Services Ltd. ("HUD") whereby
HUD agreed to carry out works for the general electrical and mechanical erection of a steam cycle bottoming
system (“System”) at the Group's Lamma power station at a consideration of approximately $42.8 million
(“Sub-contract Price”). HUD is required to enter into a sub-contract containing terms to be determined by HEC
with the main contractor which is not a connected person (as defined in the Listing Rules) of the Company or its
associate (as defined in the Listing Rules). The Sub-contract Price which will be funded by internal resources, is
payable to HUD by monthly progress payments for work completed, subject to a retention of 5% which shall be
released to HUD on the expiration of a 12 months’ defects liability period from the date of the taking over
certificate. The erection of the System is expected to be completed by July 2002.

HUD is 50% owned by Hutchison Whampoa Limited which in turn is the holding company of the substantial
shareholder of the Company, Cheung Kong Infrastructure Holdings Limited. Shareholders have been informed of
the above subcontract arrangement in a press announcement dated 2nd April 2001 and the particulars thereof
are herein disclosed pursuant to Rule 14.25(1) of the Listing Rules.




(3) The Stock Exchange of Hong Kong Limited (“Stock Exchange”) has granted a conditional waiver to the
Company from the requirement of disclosure by press notice as stipulated in Chapter 14 of the Listing Rules in
connection with the agreements set out below.

HEC has entered into two agreements and various variation orders with A'S. Watson Group (HK) Limited
("Watson"), a subsidiary of Hutchison Whampoa Limited. Pursuant to the agreement dated 7th January 1999
and a variation order dated 9th February 2001, Watson agreed to supply and install different types of electric
water heaters for private estates from 1st March 1998 to 31st December 2001. The unit prices of these heaters
are fixed during the contract period and the price is payable by HEC within 30 days against certified invoices for
water heaters installed. Pursuant to the agreement dated 18th January 2001 and two variation orders dated
29th June 2001 and 13th September 2001 respectively, Watson agreed to supply and install different types of
electric appliances to residents in certain public estates in the year 2001. The unit prices of these electric
appliances are set out in the agreement and the said variation orders. The difference between the price the
residents pay and the unit price set out in the agreement and the said variation orders is payable by HEC within
30 days after completion of installation and receipt of invoice. The aggregate amount incurred by HEC under the
above agreements during the year is approximately $5 million.

HEC has entered into an agreement dated 16th April 1999 and two variation orders dated 22nd May 2000 and
24th March 2001 respectively with Green Island Cement (Holdings) Limited (“GIC™), a subsidiary of Cheung
Kong Infrastructure Holdings Limited, pursuant to which GIC agreed to supply limestone powder to HEC from
1st May 1999 to 30th April 2002. HEC will order limestone powder from GIC from time to time and the price
is calculated according to the unit rates set out in the variation order dated 22nd May 2000 and is payable
within 30 days upon receipt of an invoice from GIC. The amount incurred by HEC during the year is
approximately $6 million.

In accordance with one of the conditions imposed by the Stock Exchange, the independent non-executive
Directors of the Company have reviewed the transactions conducted pursuant to the above agreements
("Transactions”) in the year ended 31st December 2001 and confirm that:

{a) the Transactions have been conducted by the Group in the ordinary and usual course of its business;

(o) the Transactions have been entered into on normal commercial terms and on terms that are fair and
reasonable so far as the shareholders of the Company are concerned; and

{c) the Transactions have been carried out in accordance with the terms of the agreements governing such
Transactions.

Arrangement to Purchase Shares or Debentures

At no time during the year was the Company or any of its subsidiaries a party to any arrangement 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 (2000: Nil).

Code of Best Practice

With the exception that non-executive Directors have no set term of office but retire from office on a rotational basis
in accordance with the Articles of Association of the Company, the Company has complied throughout the year
ended 31st December 2001 with the Code of Best Practice contained in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock £xchange of Hong Kong Limited.

Annua! Report 2001

21




report of the directors

Audit Committee

In accordance with the Code of Best Practice, the Board of Directors established an audit committee on 1st January
1899 to review and supervise the Group's financial reporting and internal control systems. The audit committee
consists of three independent non-executive Directors and has met three times during the year.

Directors’ Interests

At 31st December 2001, the interests of the Directors in the issued share capital of the Company and its associated
corporation (within the meaning of the Securities (Disclosure of Interests) Ordinance ("SDI Ordinance”)) as recorded in
the register required to be kepf under section 29 of the SDI Ordinance were as follows:

Number of Shares of $1 each

Name of Director Personal Family Corporate Other Total

Victor Li Tzar-kuoi - - - 829,599,612 829,599,612
(Notes 1 & 2)

Ronald Joseph Arculli - - 2,011 - 2,011

Francis Lee Lan-yee 739 - - - 739

Notes:

(1) These shares are held by subsidiaries of Cheung Kong Infrastructure Holdings Limited ("CKI"). Hutchison Whampoa Limited ("HWL")
holds more than one-third of the issued share capital of CKl and certain subsidiaries of Cheung Kong (Holdings) Limited (“CKH") hold
more than one-third of the issued share capital of HWL. Li Ka-Shing Unity Trustee Company Limited (“TUT") as trustee of The Li Ka-Shing
Unity Trust (the "LKS Unity Trust”} and companies controlled by TUT as trustee of the LKS Unity Trust hold more than one-third of the
issued share capital of CKH. All the issued and outstanding units in the LKS Unity Trust are held by Li Ka-Shing Unity Trustee Corporation
Limited as trustee of The Li Ka-Shing Unity Discretionary Trust and by another discretionary trust. The discretionary beneficiaries of such
discretionary trusts are, inter alia, Mr. Li Ka-shing, Mr. Victor Li Tzar-kuoi, his wife and two daughters, and Mr. Richard Li Tzar-kai. Mr.
Victor Li Tzar-kuoi, as a Director of the Company, is deemed to be interested in such shares of the Company as held by the subsidiaries
of CKI under the 5D1 Ordinance by virtue of his interests as described herein as discretionary beneficiary of such discretionary trusts.

(2) Mr. Victor Li Tzar-kuoi, by virtue of his interests as described in Note (1) above and as a Director of the Company, is also deemed to be
interested in the shares of subsidiaries and associated companies of the Company held through the Company under the SDI Ordinance.

Save as disclosed herein, at 31st December 2001, none of the Directors had any interest in the equity or debt
securities of the Company or any associated corporation.

Substantial Shareholders’ Interests

At 315t December 2001, in addition to the interests disclosed above in respect of the Directors, the following
companies and person were interested in 10% or more of the issued share capital of the Company according to the
register kept under section 16(1) of the Securities (Disclosure of Interests) Ordinance (“SDI Ordinance”) and
information received by the Company:

(1) Li Ka-Shing Unity Trustee Corporation Limited as trustee of The Li Ka-Shing Unity Discretionary Trust, Li Ka-Shing
Unity Trustee Company Limited as trustee of The Li Ka-Shing Unity Trust, Cheung Kong (Holdings) Limited,
Hutchison Whampoa Limited and its subsidiaries, Hutchison International Limited and Hutchison Infrastructure
Holdings Limited, Cheung Kong Infrastructure Holdings Limited and its subsidiary, Hyford Limited are each taken
to have an interest in the same 829,599,612 shares of the Company as described in Note (1) under Directors’
Interests in accordance with the provisions of the SDI Ordinance.

Electric Holdings Limited




(2) Li Ka-Shing Unity Holdings Limited is taken to have an interest in the same 829,599,612 shares of the Company
mentioned above in accordance with the provisions of the SDI Ordinance by virtue of its owning more than
one-third of the issued share capital of the trustees of The Li Ka-Shing Unity Trust and The Li Ka-Shing Unity
Discretionary Trust.

(3) Mr Li Ka-shing is taken to have an interest in the same 829,599,612 shares of the Company mentioned above in
accordance with the provisions of the SDI Ordinance by virtue of his owning more than one-third of the issued
share capital of Li Ka-Shing Unity Holdings Limited.

(4)  Monitor Equities S.A. and Univest Equity S.A., both subsidiaries of Hyford Limited are taken to have an interest in
287,211,674 shares and 279,011,102 shares respectively which are duplicated in the same 829,599,612 shares
of the Company mentioned above in accordance with the provisions of the SDI Ordinance.

Directors’ Interests in Competing Business

Messrs. George Magnus, Canning Fok, K.S. Tso, Victor Li, H.L. Kam, Frank Sixt and Mrs. Susan Chow, Directors of the
Company (“Relevant Directors”), are also directors of Cheung Kong Infrastructure Holdings Limited ("CKI") whose
principal activities are the investment and operation of infrastructure businesses in Hong Kong, Mainland China and
other countries in the Asia-Pacific Region. These activities may be in competition with one of the Group's businesses
of investment overseas in power generation, transmission and distribution facilities {(“ Overseas Business”).

The Board is of the view that the Group is capable of carrying on its Overseas Business independently of, and at arms
length from the business of CKI. The Company has a total of 14 directors. Apart from the Relevant Directors, the
board also consists of two other executive directors, one non-executive director and four independent non-executive
directors who are totally independent of CKI. When making decisions on the Overseas Business, the Relevant
Directors, in the performance of their duties as directors of the Company, have acted and will continue to act in the
commercial best interest of the Group and all its shareholders.

Subsidiaries
Particulars of the name, principal place of operation and issued share capital of subsidiaries are set out in Appendix 2
on page 58 of the Annual Report.

Summary of Five Year Financial Results
The summary of five year financial results of the Group is set out on page 62 of the Annual Report.

Auditors
A resolution for the re-appointment of KPMG as auditors of the Company is to be proposed at the forthcoming
Annual General Meeting. There was no change in Auditors in any of the preceding three years.

By Order of the Board

George C. Magnus
Chairman
Hong Kong, 7th March 2002
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directors and senior management

George C. Magnus, Chairman

Aged 66. Appointed to the Board in 1885. He is the Deputy Chairman of Cheung Kong (Holdings) Limited ("Cheung
Kong”}, Executive Director of Hutchison Whampoa Limited (“Hutchison”) and Deputy Chairman of Cheung Kong
Infrastructure Holdings Limited (“CKI1"). He holds a Master’s degree in Economics.

Canning Fok Kin-ning, Deputy Chairman

Aged 50. Appointed to the Board in 1985. He is the Group Managing Director of Hutchison, the Chairman of
Hutchison Telecommunications (Australia) Limited and Partner Communications Company Ltd. and the Co-chairman
of Hutchison Harbour Ring Limited and Husky Energy Inc.. He is also the Deputy Chairman of CKl and a Director
of Cheung Kong. He holds a Bachelor of Arts degree and is a member of the Australian Institute of
Chartered Accountants.

Tsc Kai-sum, Group Managing Director

Aged 70. Appointed to the Board in 1985 and became Group Managing Director in 1997. Mr. Tso worked with the
Hongkong Electric Group from 1966 to 1981, holding positions of Chief Project Engineer of The Hongkong Electric
Company, Limited and Executive Director of Associated Technical Services Limited. He is also an Executive Director of
CKI. He has extensive experience in property development and business in power generation. He holds a Bachelor of
Science degree in Engineering and is also a Chartered Engineer.

* Ronald Joseph Arculli
Aged 63. Appointed to the Board in 1997. He is a practising solicitor. Mr. Arculli has served on the Legislative Council
from 1988 to 2000. He has a distinguished record of public service on numerous government committees and
advisory bodies. He holds a number of directorships in listed companies in Hong Kong.

Susan M.F. Chow

Aged 48. Appointed to the Board in 1996. She is the Deputy Group Managing Director of Hutchison and an
Executive Director of CKI and Hutchison Harbour Ring Limited. She is also a Director of TOM.COM LIMITED and
Partner Communications Company Ltd.. She is a solicitor of the Supreme Court of England and Wales and also of
Hong Kong. She holds a Bachelor's degree in Business Administration.

Andrew J. Hunter, Group Finance Director

Aged 43. Appointed to the Board in 19389, prior to which he was Finance Director of the Hutchison Property Group.
He holds Master of Arts and Master of Business Administration degrees and is a member of the Institute of Chartered
Accountants of Scotland.

Kam Hing-lam

Aged 55. Appointed to the Board in 1993. He is an Executive Director of Hutchison, the Deputy Managing Director of
Cheung Kong and Group Managing Director of CKI. He holds a Bachelor of Science degree in Engineering and a
Master's degree in Business Administration.

* Holger Kluge
Aged 60. Appointed to the Board in 1999. He was formerly President of Personal and Commercial Bank, CIBC, one of
the largest financial services institutions in North America. He is also a Director of 724 Solutions Inc., Husky Energy
Inc., Hutchison Telecommunications (Australia) Limited, Fincentric Inc. and TOM.COM LIMITED. He holds a Bachelor
of Commerce degree and a Master’s degree in Business Administration.
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Francis Lee Lan-yee, Director & General Manager (Engineering)
Aged 61. Appointed to the Board in 1997. He has served the Group for more than 30 years in various capacities and
his present major responsibilities are in power generation including the construction and operation of power station,
transmission and distribution of energy, system planning and development. He is a Chartered Engineer and a Fellow
of the Institute of Mechanical Engineers in Hong Kong and the United Kingdom.

Victor Li Tzar-kuoi

Aged 37. Appointed to the Board in 1994. He is Managing Director and Deputy Chairman of Cheung Kong and
Chairman of CKI. He is also the Deputy Chairman of Hutchison and a Director of The Hongkong and Shanghai
Banking Corporation Limited. He is a member of the Chinese People’s Political Consultative Conference, the
Commission on Strategic Development and the Business Advisory Group. He holds a Bachelor of Science degree in
Civil Engineering and a Master of Science degree in Structural Engineering.

* Ralph Raymond Shea
Aged 68. Appointed to the Board in 1985. He is a solicitor of the Supreme Court of England and of Hong Kong.

Frank John Sixt
Aged 50. Appointed to the Board in 1998, He is the Chairman of TOM.COM LIMITED, Group Finance Director of
Hutchison and an Executive Director of CKJ. He is also a Director of Cheung Kong, Partner Communications Company
Ltd., Hutchison Telecommunications (Australia) Limited and Husky Energy Inc.. Mr. Sixt holds a Master’s degree in Arts
and a Bachelor’s degree in Civil Law, and is member of the Bar and of the Law Society of the Provinces of Quebec and
Ontario, Canada.

* Wong Chung-hin
Aged 68. Appointed to the Board in 1985. He is a Director of Hutchison and The Bank of East Asia, Limited.

Ewan Yee Lup-yuen

Aged 63. Joined the Group in 1967 and appointed to the Board in 1982. He was Managing Director from 1987
to 1996. He is a Fellow of the Institute of Electrical Engineers in Hong Kong and the United Kingdom and a
Chartered Engineer.

* Independent Non-executive Director
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Honakona Electric Holdinas Limited

report of the auditors

To the shareholders of Hongkong Electric Holdings Limited E 2 E X £ BHE R A &
(Incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 27 1o 539 which have been prepared in accordance with accounting principles generally
accepted in Hong Keng.

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, that judgements and estimates are made which are prudent and reasonable and that the reasons for any significant
departure from applicable accounting standards are stated.

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 of the Group as at
31st December 2001 and of the Group’s profit and cash flows for the year then ended and have been properly prepared in
accordance with the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants
Hong Kong, 7th March 2002




consolidated profit and loss account

For the year ended 31st December 2001

2001 2000
Note (HKS million) (HK$ million)
restated
Turnover 2 10,867 10,643
Direct costs (3,663) (3,528)
7,204 7,115
Other revenue and net income 3 663 710
Other operating costs (457) (454)
Provision for impairment loss in Other Investments - (84)
Finance costs (695) (939)
Operating profit 5 6,715 £,348
Share of results of associates 472 (2)
Profit before taxation 7,187 6,346
Taxation 8 (776) (637)
Profit after taxation _6,411 5,709
Scheme of Control transfers 9
From/ (To):
Development Fund 111 (160)
Rate Reduction Reserve (15) 14)
96 (174)
Profit attributable to shareholders
Local activities ) 5.889 5,488
Overseas activities 618 47
Total 6,507 5,535
Dividends: 10
Interim dividend paid 1,195 1,153
Proposed final dividend 2,284 2,080
3,479 3,233
Earnings per share . 11 $3.05 $262

The notes on pages 31 to 59 form part of these accounts.
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balance sheets

At 31st December 2001

Group

2001 2000
(HKS$ million) (HK$ million)

Company

2001

2000

(HKS million)  (HK$ million)

restated

Assets

Non-Current Assets

Fixed assets

— Property, plant and equipment 39,360
— Assets under construction 4,595

restated

43,355
Interest in subsidiaries -
Interest in associates 4,836
Investment securities 393

25,948

49,184

25,948

Current Assets

Inventories 16 440 402 - -
Trade & other receivables 17 686 664 4 10
Fuel clause account 18 1,216 981 - -
Bank balances and other liquid funds 580 794 574 782
2,922 2,841 578 792
Current Liabilities
Trade & other payables 19 (1,980) (1,636) (51) (42)
Bank overdrafts — unsecured N (55) - -
Current portion of bank loans & other borrowings 20 (731) (3,976) - -
Taxation (792) (209) - -
(3,510) (5,876) (51) (42)
Net Current (Liabilities)/Assets (588) (3,035) 527 750
Total Assets Less Current Liabilities 48,596 45,774 26,475 24,330
Non-Current Liabilities ‘
Interest-bearing borrowings 20 (12,205) (12,382) - -
Deferred creditors 21 (1,184) (1,362) - -
Customers’ deposits (1,302) (1,242) - -
{14,691) (14,986) - -
Rate Reduction Reserve 9 (9) 14) - -
Development Fund 9 (138) (249) - -
Net Assets 33,758 30,525 26,475 24,330
Capital and Reserves
Share capital 22 2,134 2,134 2,134 2,134
Reserves 23 31,624 28,391 24,341 22,196
33,758 30,525 26,475 24,330

Approved by the Board of Directors on 7th March 2002

George C. Magnus Tso Kai-sum
Chairman Group Managing Director

The notes on pages 31 to 59 form part of these accounts.
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consolidated cash flow statement

For the year ended 31st December 2001

2001 2000
Note (HK$ million) {HK$ million)
Net cash inflow from operating activities 24(3) 8,197 7,562
Returns on investments and servicing of finance
Interest paid (1,141) (1,219)
Interest received 534 436
Rate Reduction Reserve rebated (20) (21)
Dividends received from associates 6 12
Dividends received from investment securities 121 -
Dividends paid (3.275) (3,133)
Net cash outflow from returns on investments and servicing of finance (3.775) (3,925)
Taxation
Hong Kong profits tax paid (144) (655)
Investing activities
Purchase of fixed assets and capital stock {3,349) (3,424)
Receipts and deposits from sales of fixed assets 35 23
Proceeds from sales of listed securities 463 -
Investment in securities - (779)
Investments in associates (26) (2)
New loans to associates (1,649) (11,578)
Repayment of loans by associates 3,422 5,409
Net cash outflow from investing activities (1,104) (10,351)
Net cash inflow/(outflow) before financing 3,174 (7,369)
Financing
Issue of shares - 1,156
New bank loans and other borrowings 2,666 13,177
Repayment of bank loans and other borrowings (5.821) (6,954)
New deferred creditors 35 -
Repayment of deferred creditors (210} (509)
New customers’ deposits 240 244
Repayment of customers’ deposits (180) (171)
Net cash (outflow)/inflow from financing 24(b) (3.340) 6,943
Decrease in cash and cash equivalents {(166) (426)
Cash and cash equivalents at beginning of year 739 1,165
Cash and cash equivalents at end of year 573 739
Analysis of the balances of cash and cash equivalents
Bank balances and other liquid funds 580 794
Bank overdrafts — unsecured (7) (55)
573 739

The notes on pages 31 to 59 form part of these accounts.
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consolidated statement of recognised gains anc losses

For the year ended 31st December 2001

2001 2000
(HKS million) (HK$ million)

Exchange difference arising on translation of:
- overseas subsidiaries

~ Qverseas associates

Net gains not recognised in Profit and Loss Account

Profit for the year

Total recognised gains and losses

The notes on pages 31 to 59 form part of these accounts.
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notes on the accounts

(Expressed in Hong Kong Dollars)

1. Significant Accounting Policies

(a) Statement of Compliance
These accounts have been prepared in accordance with all applicable Statements of Standard Accounting
Practice and Interpretations issued by the Hong Kong Society of Accountants, accounting principles generally
accepted in Hong Kong and the requirements of the Hong Kong Companies Ordinance. These accounts also
comply with the applicable disclosure provisions of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. A summary of the significant accounting policies adopted by the Group is set
out below.

{(b) Basis of Preparation of the Accounts
The measurement basis used in the preparation of the accounts is histerical cost.

(c¢) Basis of Consolidation
The Group accounts incorporate the accounts of Hongkong Electric Holdings Limited and all its subsidiaries
made up to 31st December each year, together with the Group's share of the resuits for the year and the
relevant share of the post acquisition results of its associates.

(d) Subsidiaries

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is a company in which the Group,
directly or indirectly, holds mare than half of the issued share capital, or controls more than half of the voting
power, or controls the composition of the board of directors. Intra-group balances and transactions, and any
unrealised profits arising from intra-group transactions, are eliminated in full in preparing the consolidated
accounts. Unrealised losses resulting from intra-group transactions are eliminated in the same way as unrealised
gains, but only to the extent that there is no evidence of impairment. In the Company’s Balance Sheet, an
investment in a subsidiary is stated at cost less any impairment iosses (see note 1(j)).

(e) Associates
An associate is an entity in which the Group has significant influence, but not control or joint control, over its
management, including participation in the financial and operating policy decisions.

The Consolidated Profit and Loss Account reflects the Group's share of the post-acquisition results calculated
from their accounts made up to 31st December each year, including any amortisation of positive or negative
goodwilt charged or credited during the year in accordance with note 1(f). In the Consolidated Balance Sheet,
investments in associates are stated under the equity method and are initially recorded at cost and adjusted
thereafter for the post acquisition change in the Group’s share of the associates’ net assets.

Unrealised profits and fosses resulting from transactions between the Group and its associates are eliminated
to the extent of the Group's interest in the associate, except where unrealised losses provide evidence of
an impairment of the asset transferred, in which case they are recognised immediately in the Profit and Loss
Account.

(f) Goodwill
Positive goodwill arising on consolidation represents the excess of the cost of the acquisition over the Group’s
share of the fair value of the identifiable assets and liabilities acquired. In respect of subsidiaries:

- for acquisitions before 1st January 2001, positive goodwill is eliminated against reserves and is reduced by
impairment losses (see note 1(j)); and

- for acquisitions on or after 1st January 2001, positive goodwill is amortised to the Consclidated Profit
and Loss Account on a straight-line basis over its estimated useful life. Positive goodwill is stated in
the Consolidated Balance Sheet at cost less any accumulated amortisation and any impairment losses
(see note 1(j)).
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In respect of acquisitions of associates, positive goodwill is amortised to the Consolidated Profit and Loss
Account on a straight-line basis over its estimated useful life. The cost of positive goodwill less any accumulated
amortisation and any impairment losses (see note 1(j)) is included in the carrying amount of the interest
in associates.

On disposal of a subsidiary or an associate during the year, any attributable amount of purchased goodwill not
previously amortised through the Consolidated Profit and Loss Account or which has previously been dealt with
as a movement on group reserves is included in the calculation of the profit or loss on disposal.

Investment Securities

0)

(iv)

Investments held on a continuing basis for an identified long-term purpose are classified as “investment
securities”. Investment securities are stated in the Balance Sheet at cost less any provisions for diminution in
value. Provisions are made when the fair values have declined below the carrying amounts, unless there is
evidence that the decline is temporary, and are recognised as an expense in the Profit and Loss Account,
such provisions being determined for each investment individually.

Provision against the carrying value of investment securities is written back when the circumstances and
events that led to the write-down or write-off cease to exist and there is persuasive evidence that the new
circumstances and events will persist for the foreseeable future.

All other investments are stated in the Balance Sheet at fair value. Changes in fair value are recognised in
the Profit and Loss Account as they arise.

Profits or losses on disposal of investment securities are determined as the difference between the estimated
net disposal proceeds and the carrying amount of the investments and are accounted for in the Profit and
Loss Account as they arise.

(h) Income Recognition

(i)

(ii)

Regulation of earnings under the Scheme of Control

The earnings of The Hongkong Electric Company, Limited ("HEC") are regulated by the Hong Kong SAR
Government under a Scheme of Control ("SOC") which provides for a permitted level of earnings based
principally on a return on HEC's capital investment in electricity generation, transmission and distribution
assets (the "Permitted Return”). HEC is required to submit detailed financial plans for approval by the
Government which project the key determinants of the Permitted Return HEC will be entitled to over the
Financial Plan period.

The Government has approved the current Financial Plan covering the period from 1999 to 2004. No
further Government approval is required during this period unless a need for significant rate increases, over
and above those set out in the Financial Plan, is identified during the Annual Review conducted with
Government under the terms of the SOC.

Fuel Clause Account
Under the SOC, any difference between the standard cost of fuel and the actual cost of fuel consumed is
credited (or debited) to the Fuel Clause Account (“Fuel Clause Transfer”).

Fuel Clause Rebates {or Surcharges) are given (or charged) to consumers by reducing (or increasing)
the Basic Tariff rate to a Net Tariff rate payable by consumers and are debited (or credited) to the Fuel
Clause Account.

The balance on the Fuel Clause Account at the end of a financial year represents the difference between
Fuel Clause Rebates (or Surcharges) and Fuel Clause Transfers during the year, together with any balance
brought forward from the prior year. Any debit balance is carried forward as a deferred receivable to be
recovered from Fuei Clause Transfers or Fuel Clause Surcharges and any credit balance is carried forward as
a deferred payable to be cleared by Fuel Clause Transfers or Fuel Clause Rebates, during the remainder of
the Financial Plan period.




(iity

Income recognition

Income is recognised based on units of electricity sold as recorded by meters read during the year at basic
tariff rates, which is the unit charge agreed with Government for HEC to earn the Permitted Return for each
financial year in the Financial Plan.

Fuel Clause Rebates included in the Financial Plan include amounts in excess of Fuel Clause Transfers in
certain financial years, which are utilised to smooth increases in Net Tariffs paid by consumers during the
Financial Plan period. The impact of tariff smoothing under the approved Financial Plan is to reduce the Net
Tariffs payable by consumers in certain years and increase the Net Tariff in other years. However, the tariff
smoothing, as set out in the Financial Plan, has no impact on HEC's total earnings over the Financial Plan
period and the related balance on the Fuel Clause Account (see note 1(h){ii)) is expected to be recovered by
the end of the Financial Plan period. In accounting for income, Fuel Clause Account debit balances are
therefore treated as deferred receivables in the Balance Sheet and not accounted for in the Profit and Loss
Account each year.

(i) Fixed Assets and Depreciation

)

{ii)

(iii)

(iv)

Fixed assets are stated in the Balance Sheet at cost less accumulated depreciation (see note 1{iXiv)) and
impairment losses (see note 1())).

Subsequent expenditure relating to a fixed asset that has already been recognised is added to the carrying
amount of the asset when it is probable that future economic benefits, in excess of the originally assessed
standard of performance of the existing asset, will flow to the enterprise. All other subsequent expenditure
is recognised as an expense in the period in which it is incurred.

Gains or losses arising from the retirement or disposal of a fixed asset are determined as the difference
between the estimated net disposal proceeds and the carrying amount of the asset and are recognised in
the Profit and Loss Account on the date of retirement or disposal.

Depreciation is provided on a straight line basis and is calculated to write off the cost of fixed assets over
their expected useful lives as set out below:

Years
Leasehold land - QOver the unexpired terms of the}é;s_e;
Cable tunnels o 7 100
Ash lagoon 50
BJIdings, generation plant and machinery, transmission and distribation equipment 73—5
Cables and gas turbines 30
Meters, microwave and optical fibre equipment and trunk radio system 7 15
Furniture, fixtures, sundry plant and equipment o 70
Workshop tools and office equipment ” 75
Eomputers 5to 10
Motor vehicles and marine craft o 5 to_6




notes on the accounts

)

(k)

Impairment of Assets

Internal and external sources of information are reviewed at each balance sheet date to identify indications
that the following assets may be impaired or an impairment loss previously recognised no longer exists or may
have decreased:

- property, plant and equipment
- investments in subsidiaries and associates
- positive goodwill (whether taken initially to reserves or recognised as an asset)

If any such indication exists, the asset’s recoverable amount is estimated. An impairment loss is recognised
whenever the carrying amount of an asset exceeds its recoverable amount.

(i) Calculation of recoverable amount
The recoverable amount of an asset is the greater of its net selling price and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset.
Where an asset does not generate cash inflows largely independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that generates cash inflows independently (i.e. a cash-
generating unit).

(i) Reversals of impairment losses
In respect of assets other than goodwill, an impairment loss is reversed if there has been a change in
the estimates used to determine the recoverable amount. An impairment loss in respect of goodwill is
reversed only if the loss was caused by a specific external event of an exceptional nature that is not
expected to recur, and the increase in recoverable amount relates clearly to the reversal of the effect of that
specific event.

A reversal of impairment losses is limited to the asset's carrying amount that would have been determined
had no impairment loss been recognised in prior years. Reversals of impairment losses are credited to the
Profit and Loss Account in the year in which the reversals are recognised.

Retirement Costs

Contributions to retirement schemes are assessed based on regular independent actuarial valuations and
assessments of the funding requirements of retirement benefits over the service lives of scheme members. The
costs of providing these benefits are charged to the Profit and Loss Account as and when they are incurred.

Contributions to the Mandatory Provident Funds as required under the Hong Kong Mandatory Provident Fund
Schemes Ordinance are charged to the Profit and Loss Account when incurred.
Inventories and Work In Progress

Coal, stores and fuel oil are valued at cost on a weighted average basis.

Cost comnprises all costs of purchase, costs of conversion and other costs incurred in bringing the stock to
its present location and condition. Cost of stock recognised as an expense includes the write off and all
losses of stock.

Work in progress is stated at cost plus attributable profits less progress payments received and receivable.




(n)

(o)

(p)

(@)

(m) Foreign Currencies

Foreign currency balances at the year end are translated into Hong Kong dollars at the exchange rates ruling at
the Balance Sheet date.

Foreign currency transactions during the year are translated into Hong Kong dollars at the exchange rates ruling
at the transaction dates, or at contract rates if foreign currencies are fixed in supplier agreements or hedged by
forward foreign exchange contracts.

Exchange gains and losses in respect of fixed assets under construction are, up to the date of commissioning,
incorporated in the cost of the assets. All other exchange differences are deait with in the Profit and Loss
Account.

The results of overseas subsidiaries and associates are translated into Hong Kong dollars at the average
exchange rates for the year; Balance Sheet items are translated at the rates of exchange ruling at the Balance
Sheet date. The resulting exchange differences are dealt with as a movement in reserves.

Deferred Taxation

Deferred taxation is provided using the liability method in respect of the taxation effect arising from all material
timing differences between the accounting and tax treatment of income and expenditure, which are expected
with reasonable probability to crystallise in the foreseeable future. Future deferred tax benefits are not
recognised unless their realisation is assured beyond reasonable doubt.

Borrowing Costs

Borrowing costs are expensed in the Profit and Loss Account in the period in which they are incurred, except to
the extent that they are capitalised as being directly attributable to the acquisition, construction or production of
an asset which necessarily takes a substantial period of time to get ready for its intended use or sale.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when expenditures
for the asset are being incurred, borrowing costs are being incurred and activities that are necessary to prepare
the asset for its intended use or sale are in progress. Capitalisation of borrowing costs is suspended or ceases
when substantially all the activities necessary to prepare the qualifying asset for its intended use or sale are
interrupted or complete.

Related Parties

Related parties are individuals and companies, where the Group has the ability, directly or indirectly, to control
the other party or exercise significant influence over the other party in making financial and operating decisions,
or vice versa, or where the Group and the party are subject to common controt or common significant influence.
Related parties may be individuals or other entities.

Provisions and Contingent Liabilities

Provisions are recognised for liabilities of uncertain timing or amount when Group has a legal or constructive
obligation arising as a result of a past event, it is probable that an outflow of economic benefits will be required
to settle the obligation and a reliable estimate can be made. Where the time value of money is material,
provisions are stated at the present value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose existence will only be confirmed by the occurrence or
non-occurrence of one or more future events, are also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.
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(r) Segment Reporting
A segment is a distinguishable component of the Group that is engaged either in providing products or services
(business segment), or in providing products or services within a particular economic environment (geographical
segment), which is subject to risks and rewards that are different from those of other segments.

In accordance with the Group’s internal financial reporting, the Group has chosen business segment information
as the primary reporting format and geographical segment information as the secondary reporting format.

2. Turnover
The principal activity of the Group is the generation and supply of electricity.

Group turnover is analysed as follows:

2001 2000
($ million) ($ million)
Sales of electricity 10,911 10,543
Special subsidy on sales of electricity (155) -
Concessionary discount on sales of electricity (2) -
Electricity-related income 37 21
Technical service fees 76 79
10,867 10,643
3. Other Revenue and Net Income
2001 2000
($ million) ($ million)
Other Revenue
Interest income 555 566
Dividend income from listed securities 9 112
Sundry income 22 32
586 710
Other Net Income
Net realised gain on disposal of listed securities 77 -
663 710
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Segment Information

(a) Business Segment

The Group's principal business segments are sales of electricity under Scheme of Control (SOC) Agreement and
infrastructure investments. Financial information about the Group's business segments is set out in Appendix 1

on Page 56.

(b) Geographical Segment

The Group operates, through its subsidiaries and associates, in two major geographical regions - Hong Kong
and Australia. Financial information about the Group’s operations by geographical region is set out in Appendix

1 on Page 57.

Operating Profit

2001 2000
($ million) ($ million)
Operating profit is shown after charging:
Finance costs
Interest on overdrafts, bank loans and other borrowings
repayable within 5 years 859 912
Interest on other borrowings 130 349
Less: interest capitalised to fixed assets (287) (314)
interest transferred to fuel cost (7) (8)
695 939
Depreciation 1,567 1,443
Costs of inventories 946 848
Staff costs 570 587
Losses on disposal of fixed assets 23 29
Auditors’ remuneration 3 2
and after crediting:
Net realised gain on disposal of listed securities 77 -

Interest expenses have been capitalised at rates between 2.11% and 7.91% p.a. (2000: between 4.16% and

8.0% p.a.) for assets under construction.

The profit attributable to shareholders includes a profit of $5,420 million (2000: $5,179 million) which has been dealt

with in the accounts of the Company.
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Retirement Schemes and Costs

The Company and its principal subsidiaries operate two Retirement Schemes which cover substantially all permanent
staff in the Group. The Schemes are established under trust and are registered under the Occupational Retirement
Schemes Ordinance. They are defined benefit in nature whereby the retirement benefits are based on the employee’s
final basic salary and length of service.

Retirement Scheme costs charged to the Profit and Loss Account for the year ended 31st December 2001 were
$151 million (2000: $151 million). All contributions are made to the trustees of each Scheme and are charged as and
when they are incurred.

The funding policy in respect of the Schemes is based on valuations prepared periodically by independent
professionally qualified actuaries at Watson Wyatt Hong Kong Limited. The policy on employer’s contributions is to
fund the Schemes in accordance with the actuary’s recommendations on an on-going basis, whereas employees’
contributions, if applicable, are fixed at 5% on basic pay.

The appointed actuary, represented by Ms. S. Bronzwaer, FSA and Mr. A. Wong, FSA, FCIA, has carried out valuations
as at 1st January 2000 of both Schemes and at that date the valuations revealed that the Scheme assets were
sufficient in each case to cover the respective discontinuance labilities as at the valuation date.

The actuary adopted the "Attained Age Method” for the valuations, and assumed an investment yield of 9% p.a.
and a salary inflation rate of 7% p.a. over the long term.

For the retirement scheme administered by the Company, the market value of its Scheme assets at the date of
valuation was $3,009.3 million, covering 135% of the actuarial accrued liabilities.

Ever since the introduction of the Mandatory Provident Fund Scheme in December 2000, all new recruits are enrolled
in that Scheme instead of the existing retirement scheme.

Hongkong Electric Holdings Limited



7.

Directors’ Emoluments & Senior Management Compensation

(a)

(b)

Directors’ Emoluments

2001 2000
($ million) ($ million)
Directors’ fees 0.75 0.79
Salaries & other benefits 25.06 23.32
Retirement scheme contributions 0.55 1.20
Bonuses 1.10 1.25
27.46 26.56

The total emoluments of the Directors are within the following bands:
2001 2000
{(number) (number)
HK$ 0 to HK$ 1,000,000 11 13
HK$ 5,500,001 to HK$ 6,000,000 - ]
HK$ 6,000,001 to HK$ 6,500,000 1 -
HK$ 6,500,001 to HK$ 7,000,000 1 1
HK$11,500,001 to HK$ 12,000,000 ! -

HK$12,000,001 to HK$ 12,500,000 -

Senior Management Compensation

The five (2000: five) highest paid individuals in the Group included three directors (2000: three) whose total
emoluments are shown above. The emoluments of the other two individuals (2000: two) who comprise the five

are set out below:

2001 2000
($ miltion) (% million)
Salaries & other benefits 9.48 9.52
Retirement scheme contributions 1.31 1.10
Bonuses - 0.20
10.79 10.82
The total emoluments of the two individuals (2000: two) are within the following bands:
2001 2000
{number) (number)
HK$ 4,500,001 to HK$ 5,000,000 1 1
HK$ 5,500,001 to HK$ 6,000,000 1 1
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8. Taxation

(a)

(b)

Taxation in the Consolidated Profit and Loss Account

2001 2000
($ million) ($ million)

The Company and its subsidiaries - Hong Kong 727 637
Associates — overseas 49 -
776 637

Hong Kong profits tax has been provided for at the rate of 16% (2000: 16%) based on the assessable profit for
the year. OQverseas taxation has been provided for at the applicable rate on the estimated assessable profit.

Deferred tax

Unprovided deferred tax at the current tax rate of 16% (2000: 16%) is approximately $4,325 million (2000:
$3,886 million) and principally relates to timing differences arising from tax depreciation allowances on fixed
assets. This has not been recognised in the Accounts as it is considered that no liability will crystallise in the
foreseeable future.

9. Scheme of Control Transfers

The financial operations of The Hongkong Electric Company, Limited ("HEC"), a wholly-owned subsidiary of the
Company, are governed by a Scheme of Control ("SOC”) agreed with the Hong Kong SAR Government which
provides for HEC to earn a Permitted Return (see note 1(h) (i)). Any difference between this Permitted Return and the
SOC net revenue as calculated in accordance with the SOC must be transferred to/(from) a Development Fund
from/(to) the Profit and Loss Account of HEC. In addition, 8% of the average halance of the Development Fund is
transferred from the Profit and Loss Account of HEC tc a Rate Reduction Reserve, which is subsequently rebated to
consumers. Movements on the Development Fund and Rate Reduction Reserve are as follows:

(a)

(lo)

Hongkong Electric Holdings Limited

Development Fund

2001 2000
($ million) ($ million)
At 1st Jaruary 249 89
Transfer (to) /from Profit and Loss Account (111) 160
At 31st December 138 249
Rate Reduction Reserve
2001 2000
(% million) ($ million)
At 1st January 14 21
Transfer from Profit and Loss Account 15 14
Rebate to consumers (20) (21
At 31st December 9 14




10. Dividends

(a) Dividends attributable to the year

2001 2000
($ million) ($ million)
Interim dividend declared and paid of
56 cents per share (2000: 54 cents per share) 1,195 1,153
Proposed final dividend after the balance sheet date of
$1.07 per share (2000: 97.5 cents per share) 2,284 2,080
3,479 3,233

The proposed dividend is based on 2,134,261,654 shares (2000: 2,134,261,654 shares), being the total number
of issued shares at the year end. The final dividend proposed after the balance sheet date has not been
recognised as a liability at the balance sheet date.

(b) Dividends attributable to the previous financial year, approved and paid during
the year

2001 2000
($ million) ($ million)

Final dividend in respect of the previous financial year, approved and
paid during the year, of 97.5 cents per share (2000: 95 cents per share) 2,080 1,980

11. Earnings Per Share

The calculation of earnings per share is based on profit attributable to shareholders of $6,507 million (2000: $5,535
million) and 2,134,261,654 shares in issue throughout the year (2000: the weighted average number of
2,112,390,455 shares).

There were no dilutive potential ordinary shares in existence during the years ended 31st December 2001 and 2000.
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12. Fixed Assets

Plant,
. Machinery Assets

Leasehold and Under
$ million Land Buildings Equipment Construction Total
Cost
At 1st January 2001 2,370 8,493 38,713 5,169 54,745
Additions - 2 277 3,855 4,134
Transfers between categories 630 1,635 2,164 (4,429) -
Disposals (6) (3) (20%9) - (218}
At 31st December 2001 2,994 10,127 40,945 4,535 58,661
Depreciation
At 1st January 2001 155 1,972 11,026 - 13,153
Written back on disposal - {2) (141) - {143)
Charge for the year 51 247 1,398 - 1,696
At 31st December 2001 206 2,217 12,283 - 14,706
Net Book Value
At 31st December 2001 2,788 7.910 28,662 4,595 43,9855
At 31st December 2000 2,215 6,521 27,687 5,169 41,592

The above are mainly electricity-related fixed assets in respect of which financing costs capitalised during the year
amounted to $287 million (2000: $314 million).

Group leasehold fand at 31st December 2001 is held in Hong Kong and comprises $95 million (2000: $104 million)
and $2,693 million (2000: $2,111 million) of long-term and medium-term leasehold tand respectively.

Group assets under construction at 31st December 2001 included leasehold land of $564 million (2000: $872 million)
which is held in Hong Kong for the medium-term.

Depreciation charges for the year included $129 million (2000: $109 million), relating to assets utilised in development
activities, which have been capitalised in accordance with Statement of Standard Accounting Practice No. 17 on Property,
Plant and Equipment.
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14.

Interest in Subsidiaries

Company
2001 2000
($ million) ($ million)
Unlisted shares, at cost 2,413 2,413
Loan capital (see note below) 15,924 14,385
Amounts due from subsidiaries 7,611 6,782
25,948 23,580

Loan capital is paid to The Hongkong Electric Company, Limited. These interest free loans, defined as “Loan Capital”
in the Scheme of Control Agreement effective 1st January 1994, are not repayable without the prior agreement
of the Government.

Particulars of the principal subsidiaries are set out in Appendix 2 on page 58.

Interest in Associates

Group
2001 2000
($ million) ($ million)
Share of net assets 466 16
Loans to associates (see note below) 4,195 6,165
Amounts due from associates 175 145
4,836 6,326

Inciuded in the loans to associates, $4,169 million (2000: $4,493 million) are subordinated loans. The rights in respect
of these loans are subordinated to the rights of any other lenders to the associates.

Particulars of the principal associates are set out in Appendix 3 on page 59.
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15.

16.

Hongkong Electric Holdings Limited

Investment Securities

Group
2001 2000
($ miliion) (3 million)
Listed equity securities 393 779
Dividend receivable - 112
393 891

Market Value of the listed securities 450 -

The listed securities, being shares in CNOOC Limited, were listed on The Stock Exchange of Hong Kong Limited on
28th February 2001.

Inventories
Group

2001 2000
($ million) (% million)
Work in progress 1 3
Coal and fuel ol 138 100
Stores & materials (see note below) 301 299
440 402

Included in stores and materials is capital stock of $208 million (2000: $199 million) which was purchased for the
future maintenance of capital assets. Stares and materials of $48 million (2000: $36 million) are stated net of specific
provisions to refiect their estimated net realisable value.




17. Trade & Other Receivables

Group Company
2001 2000 2001 2000
($ million) (3 million) ($ million) (3 million)
Demand Side Management (“DSM")
account (see note (a) below) 15 6 - -
Debtors (see note (b) below) 671 658 4 10
686 664 4 10

(a) According to the DSM Agreement with the Government in 2000, DSM programmes have been carried out to
promote energy and maximum demand savings among non-domestic customers. The DSM account contains
costs spent on DSM programmes and will be recovered from non-domestic customers. Movements on the DSM
account were as follows:

Group

2001 2000

($ million) ($ million)

At 1st January 6 -

Programme costs incurred 9 6

At 31st December 15 6

{b) Debtors’ ageing is analysed as follows:
Group Company

2001 2000 2001 2000

($ million) (3 million) ($ million) ($ million)

Within 1 month 447 419 - -

1 to 3 months overdue 23 16 - -
More than 3 months overdue

but less than 12 months overdue 8 9 - -

Total debtors (see note below) 478 444 - -

Deposits, prepayments and
other receivables 193 214 4 10
671 658 4 10

Electricity bills issued to domestic, small industrial and commercial & miscellaneous customers of electricity
supplies are due upon presentation whereas maximum demand customers are allowed a credit period of 16
working days. If settlements by maximum demand customers are received after the credit period, The Hongkong
Electric Company, Limited is entitled to add a surcharge of 5% to the respective bills.
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18. Fuel Clause Account

A rebate to customers of 9.3 cents (2000: 15.2 cents) per unit of electricity sales was implemented effective 1st January
2001. Movements on the Fuel Clause Account were as follows:

Group
2001 2000
($ million) ($ million)
At 1st January 281 262
Transfer from Profit and Loss Account (749) (801)
Rebate during the year 975 1,520
1,216 981

At 31st December

This account, inclusive of interest, has been and will continue to be used to stabilise electricity tariffs (see note 1(h)).

19. Trade & Other Payables
Company
2001 2000 2001 2000
($ million) ($ million) ($ million) {$ miltion)
Creditors (see note below) 1,769 1,428 59 42
Current portion of deferred creditors (see note 27) 211 208 - -
1,980 1,636 51 42
Creditors’ ageing is analysed as follows:
Due within 1 month 657 538 15 2
Due between 1 month and 3 months 591 342 1 1
Due between 3 months and 12 months 460 414 - -
1,708 1,354 16 3
Other payables 61 74 35 39
1,763 1,428 51 42




20. Non-current Interest-bearing Borrowings

Group

2001 . 2000

($ million) (3 million)

Bank loans 9,736 13,658
Current portion (231) (3,976)
9,505 9,682

Hong Kong dollar notes (see note below) 3,200 2,700
Current portion (500) -
2,700 2,700

Total 12,205 12,382

Hong Kong dollar notes bear interest at rates ranging from 5.3% p.a. to 7.73% p.a (2000: 7% p.a. to 7.73% p.a.).
Details of issuers of Hong Kong dollar notes are set out in Appendix 2 on page 58.

These borrowings have final maturities extending up to 2007 and are repayable as follows:

Hong Kong
Bank Loans Dollar Notes Total
$ million 2001 2000 2001 2000 2001 2000
Within 1 year 231 3,976 500 - 731 3,976
Between 1 and 2 years 220 495 1,000 500 1,220 995
Between 2 and 5 years 9,243 8,650 1,200 1,700 10,443 10,350
Over 5 years 42 537 500 500 542 1,037
9,736 13,658 3,200 2,700 12,936 16,358

Interest rates on the borrowings are either fixed/capped or floating and determined with reference to the Hong Kong
Interbank Offer Rate:

2001 2000
Amount Interest Rate Amount Interest Rate
(¢ million) % p.a. ($ million) % p.a.
Fixed/capped rate [oans and
loans swapped to fixed rate 9,866 3.7-79 9,348 57-80
Floating rate loans and loans
swapped to floating rate 3,070 7,010
12,936 16,358
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21. Deferred Creditors

Group

2001 2000
($ million) (3 million)
Deferred creditors 1,395 1,570
Current portion of deferred creditors (see note 19) (211) (208)
1,184 1,362

Deferred crecitors are repayable as follows (see note below):
Within 1 year 211 208
Between 1 and 2 years 212 209
Between 2 and 5 years 635 625
Between 5 and 10 years 337 528
1,395 1,570

Deferred creditors are unsecured and bear interest at either a margin over Hong Kong Interbank Offered Rate or
fixed rates between 7.75% p.a. and 7.95% p.a. (2000: between 7.75% p.a. and 8.00% p.a.) with final maturities

up to 2011.

22. Share Capital

Company
Number of 2001 2000
Shares ($ million) (% million)
Authorised
Ordinary shares of $1 each 3,300,000,000 3,300 3,300
Issued and fully paid
At 1st January 2,134,261,654 2,134 2,085
New issues (see note below) - - 49
At 31st December 2,134,261,654 2,134 2,134

On 12th June 2000, 49,109,563 shares were issued as fully paid new shares in lieu of a final cash dividend for the
year ended 31st December 1999, at a value of $23.541 per share. The above fully paid new shares were issued under

an optional scrip dividend scheme.
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Reserves

Group
Share Exchange Revenue Proposed

$ million Premium Reserves Reserves Dividends Total
At 1st January 2000
- as previously reported 3,369 - 19,533 - 22,902
— prior year adjustment in

respect of proposed final

dividend (see notes 10(b) & 29) - - - 1,980 1,980
— as restated 3,369 - 19,533 1,980 24,882
Final dividend in respect of the

previous year approved and paid - - - (1,980) (1,980)
Premium on shares issued

in lieu of cash dividends 1,107 - - - 1,107
Profit for the year - - 5,535 - 5,535
Interim dividend paid - - {1,153) - (1,153)
Proposed final dividend

(see notes 10(a) & 29) - - (2,080) 2,080 -
At 31st December 2000 4,476 - 21,835 2,080 28,391
At 1st January 2001
— as previously reported 4,476 - 21,835 - 26,311
— prior year adjustment in

respect of proposed final

dividend (see notes 10(b) & 29) - - - 2,080 2,080
~ as restated 4,476 - 21,835 2,080 28,391
Final dividend in respect of the

previous year approved and paid - - - (2,080) (2,080)
Exchange translation differences - 1 - - 1
Profit for the year - - 6,507 - 6,507
Interim dividend paid - - (1,195) - (1,195)
Proposed final dividend

{(see notes 10(a) & 29) - - (2,284) 2,284 -
At 31st December 2001 4,476 1 24,863 2,284 31,624

Group revenue reserves as at 31st December 2001 include an amount equal to Scheme of Control tax adjustments of
$2,460 million (2000: $2,201 million), calculated in accordance with the renewed Scheme of Control Agreement
effective 1st January 1994. These represent the accumulated difference between the depreciation allowances and
depreciation charges, applying the tax rate applicable to each respective year. Such reserve shall be retained within
the Company’s wholly owned subsidiary, The Hongkong Electric Company, Limited until it may be required to pay the

tax and is therefore not distributable.

Group revenue reserves as at 31st December 2001 include the Group's share of the retained profits of its associates

amounting to $438 million (2000: $14 million).
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23. Reserves (continued)

Company
Share Revenue Proposed

$ million Premium Reserves Dividends Total
At 1st January 2000
— 3s previously reported 3,369 17,677 - 21,046
— prior year adjustment in respect of

- proposed final dividend (see notes 10(b) & 29) - - 1,980 1,980

- dividend iricome (see note 29) - (3,983) - (3,983)
— as restated 3,369 13,694 1,980 19,043
Final dividend in respect of the previous year

approved and paid - - (1,980) (1,980)
Dividend income received in respect of previous year - 3,983 - 3,983
Premium on shares issued in lieu of cash dividends 1,107 - - 1,107
Profit for the year - 5,256 - 5,256
Prior year adjustment in respect of

dividend income (see note 29) - (4,060) - {(4,060)
Interim dividend paid - (1,153) - (1,153)
Proposed final dividend (see notes 10(a) & 29) - (2,080) 2,080 -
At 31st December 2000 4,476 15,640 2,080 22,196
At 1st january 2001
— as previously reported 4,476 19,700 - 24,176
— prior year adjustment in respect of

- proposed final dividend (see notes 10(b) & 29) - - 2,080 2,080

— dividend income (see note 29) - {4,060) - (4,060)
— as restated 4,476 15,640 2,080 22,196
Final dividend in respect of the previcus year

approved and paid - - (2,080) (2,080)
Profit for the year - 5,420 - 5,420
Interim dividend paid - (1,195) - (1,195)
Proposed final dividend (see notes 10(a) & 29) - (2,284) 2,284 -
At 31st Decemnber 2001 4,476 17,581 2,284 24,341

All of the Company’s revenue reserves are available for distribution to shareholders,
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24. Notes to the Consolidated Cash Flow Statement

(a) Reconciliation of operating profit to net cash inflow from operating activities

2001 2000
($ million) {($ million)
Operating profit 6,715 6,348
Interest income (555) (566)
Dividend income from listed securities )] (112)
Finance costs 702 947
Depreciation 1,567 1,443
Net loss on disposal of fixed assets 23 29
Net realised gain on disposal of listed securities 77 -
Exchange gain 4) (M
Provision for impairment loss of other investments - 84
(Increase)/decrease in inventories (28) 50
Decrease in trade & other receivables 8 33

fncrease in trade & other payables,
excluding current portion of deferred creditors 90 26
Increase in Fuel Clause Account (235) (719)
Net cash inflow from operating activities 8,197 7,562

(b) Analysis of changes in financing during the year
Share
Capital Bank Loans
(Including and Other Deferred Customers’

$ million Premium) Borrowings Creditors Deposits Total
At Tst January 2000 5,454 10,135 2,079 1,169 18,837
Cash flows from financing 1,156 6,223 (509) 73 6,943
At 31st December 2000 6,610 16,358 1,570 1,242 25,780
At 1st January 2001 6,610 16,358 1,570 1,242 25,780
Cash flows from financing - (3,225) {(175) 60 (3,340)
Effect on foreign exchange rates - {197) - - {197)

At 31st December 2001 6,610 12,936 1,395 1,302 22,243




notes on the accounts

25. Related Party Transactions

The Group had the following significant related party transactions during the year:

Group
2001 2000
($ miilion) ($ million)
Purchases of coal (see note (a) beiow) 43 46
Purchase of electric appliances for private and public estates (see note (b) below) 5 8
Purchase of limestone powder (see note (b) below) 6 6
Purchase of assets (see note (c) below) 43 21
Consulting fee received/receivable during the year for
providing engineering consultancy services (see note (d) below) (2} 4)
Interest income (see note (e) below) {534) (501)

(@) The Hongkong Electric Company, Limited ("HEC"), a wholly-owned subsidiary of the Company, had on 4th
February 1986 entered into an agreement in the usual and ordinary course of its business with Total Energy
Resources (Hong Kong) Limited (“Total Energy”), a company which is 50% owned by Hutchison Whampoa
Limited, pursuant to which HEC agreed to purchase coal on normal commercial terms from Total Energy at a
consideration to be reviewed annually. Hutchison Whampoa Limited is the holding company of Cheung Kong
Infrastructure Holdings Limited, a substantial shareholder of the Company. Approximately 4.6% (2000: 6.0%) of
HEC's coal purchases during the year were supplied by Total Energy at a total value of approximately $43 million
(2000: $46 million). The coal price was determined in 2001 by reference to the then prevailing market price for
coal. The agreement was disclosed to shareholders in a circular dated 16th May 1987.

The amount due to Total Energy at 31st December 2001 is $ nil (2000: $ nil).

{b) HEC has entered into two agreements and various variation orders with A.S. Watson Group (HK) Limited
("Watson"), a subsidiary of Hutchison Whampoa Limited. Pursuant to the agreement dated 7th January 1899
and a variation order dated 9th February 2001, Watson agreed to supply and install different types of electric
water heaters for private estates from 1st March 1999 to 31st December 2001. The unit prices of these heaters
are fixed during the contract period and the price is payable by HEC within 30 days against certified invoices for
water heaters installed. Pursuant to the agreement dated 18th January 2001 and two variation orders dated
29th June 2001 and 13th September 2001 respectively, Watson agreed to supply and install different types of
electric appliances 1o residents in certain public estates in the year 2001. The unit prices of these electric
appliances are set out in the agreement and the said variation orders. The difference between the price the
residents pay and the unit price set out in the agreement and the said variation orders is payable by HEC within
30 days after completion of installation and receipt of invoice. The aggregate amount incurred by HEC
under the above agreements during the year is $5 million (2000: $8 million). The amount due to Watson at
31st December 2001 is $0.7 million (2000: $0.7 million).

HEC has entered into an agreement dated 16th April 1999 and two variation orders dated 22nd May 2000
and 24th March 2001 respectively with Green Island Cement (Holdings) Limited ("GIC"), a subsidiary of
Cheung Kong Infrastructure Holdings Limited, pursuant to which GIC agreed to supply limestone powder to
HEC from 1st May 1999 to 30th April 2002. HEC will order limestone powder from GIC from time to time and
the price is calculated according to the unit rates set out in the variation order dated 22nd May 2000 and is
payable within 30 days upon receipt of an invoice from GIC. The amount incurred by HEC during the year under
the agreement is $6 million (2000: $6 million). The amount due to GIC at 31st December 2001 is $0.3 million
(2000: $0.3 million).




(©

HEC has entered into three agreements with HUD General Engineering Services Limited ("HUD"). HUD is 50%
owned by Hutchison Whampoa Limited.

Pursuant to the agreement dated 28th March 2000, HUD agreed to erect a coal unloading and conveying
system at the Group’s Lamma Power Station jetty extension at a consideration of $25.5 million for the transport
of the coal used by the Group in the production of electricity from the jetty to the power plant.

Pursuant to the agreement dated 14th December 2000, HUD agreed to supply with complete erection,
inspection, testing and commissioning a circulating water system for the combined cycle plant at the Group’s
Lamma Power Station at a consideration of approximately $11 million.

Pursuant to the agreement dated 2nd April 2001, HUD agreed to carry out works for the general electrical and
mechanical erection of a steam cycle bottoming system at the Lamma Power Station at a consideration of
approximately $42.8 million.

The amount incurred by HEC during the year under the above agreements is $43 million (2000: $21 million).
The amount due to HUD at 31st December 2001 is $30 million (2000: $5 million).

Associated Technical Services Limited ("ATS"), a wholly-owned subsidiary of the Company, had on 30th October
1997 entered into a consultancy agreement (the "Agreement”) in the usual and ordinary course of its business
with Guangdong Zhuhai Power Station Company Limited ("GZPSC") and Guangdong Chuangcheng Power
Engineering Administration Company Limited ("GCCA™) whereby GZPSC engaged ATS and GCCA to jointly
provide consultancy services to GZPSC and to assist GZPSC to monitor the performance of the turnkey
construction contract of Zhuhai Power Plant (the “Plant”) consisting of two 700MW steam turbo-generating
units. The terms of the Agreement were on normal commercial terms and were arrived at after arm’s length
negotiations between the parties thereto.

GZPSC is 45% owned by Cheung Kong Infrastructure Holdings Limited which is a substantial shareholder of the
Company. GCCA is an independent third party.

The normal services to be provided by ATS and GCCA under the Agreement include, inter alia, the provision of
competent engineers and experts to act as GZPSC's engineering representatives to manage the overall project
and monitor the various stages of the construction of the Plant.

ATS and GCCA shall also provide additional services such as despatching engineers to the manufacturers’
factories for coordination and expediting of shipments to meet delivery schedules and to assist GZPSC in the
clearance of defects on the contractual defect list by the turnkey contractor.

The consultancy services to be provided by ATS and GCCA under the Agreement commenced on 1st November
1996 and were completed in 2001.

ATS shall receive the sum of $35,424,000 for normal services rendered under the Agreement. Such sum is
calculated by reference to the estimated number and category of staff required to provide services throughout
the term of the Agreement and the fees per month chargeable in respect of each staff.

ATS shall receive further fees for additional services rendered under the Agreement, which fees shall be
calculated by reference to the fees chargeable per staff per day as set out in the Agreement and the number of
days for which such additional services are rendered. All payments by GZPSC to ATS shall be made within
30 days upon receipt of invoice from ATS.

Consulting fee received/receivable during the year amounted to $2 million (2000: $4 million).

The amount due from GZPSC at 31st December 2001 is $ nil (2000: $2 million).

Annual Report 2001

53




notes on the accounts

{e) The Group and Cheung Kong Infrastructure Holdings Limited each acquired a 50% interest in ETSA Utilities
Partnership, CKI/HEI Electricity Distribution Pty Limited, Powercor Australia, LLC and Powercor Australia Limited.
ETSA Utilities Partnership operates and manages the electricity distribution business in the State of South
Australia. CKI/HEI Electricity Distribution Pty Limited, Powercor Australia, LLC and Powercor Australia Limited

operate and manage an electricity distribution business in the State of Victoria, Australia.

Two wholly-owned overseas subsidiaries, incorporated in Australia, obtained funds from external financial
institutions, which were on lent to these associates. At 31st December 2001, the total outstanding interest
bearing loan balances due from these associates to the subsidiaries were $4,169 million (2000: $6,165 million)
(see note 14). The loans are unsecured, carry the same interest rates at which the subsidiaries obtained the
funds from various financial institutions plus a margin in respect of the loan agreements and are repayable on
demand (subject to the subordination arrangements agreed with these associates’ senior creditors). Interest income
received/receivable from the subsidiaries amounted to $534 million (2000: $501 million) for the year.

Commitments

The Group's commitments outstanding at 31st December and not provided for in the accounts were as follows:-

Group Company
2001 2000 2001 2000
($ million) ($ million) ($ million) (3 million)
Contracted for:
Capital expenditure 2,729 2,660 - -
Investment in associate 847 - - -
3,576 2,660 - -
Authorised but not contracted for:
Capital expenditure 11,765 13,872 3 -
27. Contingent Liabilities
Group Company
2001 2000 2001 2000
($ million) ($ million) ($ million) ($ million)
Guarantees have been executed in
respect of banking facilities
available as follows:
To the subsidiaries - -~ 4,169 6,458
To the associate 8 8 8 8
Other guarantees given in respect of
— subsidiaries - - 4,418 3,205
— associate 32 - 32 -
40 8 8,627 9,671
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28.

29.

30.

Off-balance Sheet Financial [nstruments

The Group employs derivatives to manage its foreign currency and interest rate risks. The types and contracted notional
amounts of derivative transactions outstanding as at 31st December 2001 were as follows:

2001 2000
(% million) ($ million)

Cross currency and interest rate swaps 122 87
Interest rate swaps and caps 11,576 8,100
Forward rate agreements 800 -
Foreign exchange forwards 1,536 1,698
14,034 9,885

Changes in Accounting Policies

Dividends

In prior years, dividends proposed or declared were recognised as a liability in the accounting period to which they
related. With effect from 1st January 2001, in order to comply with Statement of Standard Accounting Practice 9
{revised) issued by the Hong Kong Society of Accountants, the Group recognises dividends proposed or declared as a
liahility in the accounting period in which they are declared by the directors (in case of interim dividend) or approved
by the shareholders (in case of final dividends). Consequently, dividend income from subsidiaries is recognised as
income in the Company's Profit and Loss Account in the accounting period in which dividends are declared.

As a result of the new accounting policy, the Group's net assets as at the year end have been increased by $2,284
million (2000: $2,080 million). There is no impact on the Group’s profit attributable to shareholders for the periods
presented. The new accounting policy has been adopted retrospectively, with the opening balance of retained profits
and the comparative information adjusted for the amounts relating to prior periods.

Comparative Figures

Certain comparative figures have been adjusted as a result of change in accounting policy for dividends, details of
which are set out in note 29.
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Appendix 1

Segment Information

(a) Business Segments
For the year ended 31st December

Sales of
electricity infrastructure Unallocated
under SOC Investments & Other ltems Consolidated

{($ million) 2001 2000 2001 2000 2001 2000 2001 2000
Revenue
Group turnover 10,248 10,564 - - (81) 79 10,867 10,643
Other revenue 22 32 - - 86 112 108 144
Segment revenue 10,970 10,556 - - 5 191 10,975 10,787
Result
Segment result 6,893 6,679 - - {38) 126 6,855 6,805
Interest income - 1 534 501 21 64 555 566
Provision for impairment loss

in Other Investments - - - - - (84) - (84)
Finance costs (35%8) (590) (336) (349) - - (695) (939)
Operating profit 6,534 6,090 198 152 {17 106 6,715 6,348
Share of results of associates - - 469 (2) 3 - 472 (2)
Profit before taxation 6,534 6,090 667 150 (14) 106 7,187 6,346
Taxation {(1.010) (862) (49) - 283 225 (776)  (637)
Profit after taxation 5,524 5,228 618 150 269 331 6,411 5,709
Scheme of Control transfers 26 (174) - - - - 96 (174)
Profit attributable to shareholders 5,620 5,054 618 150 269 331 6,507 5,535
At 31st December
Assets
Segment assets 46,364 43,701 14 11 312 818 46,690 44,530
Interest in associates - - 4,823 6,310 13 16 4,836 6,326
Bank balances and other liquid funds - - - - 580 794 - 580 794
Consolidated total assets 46,364 43,701 4,837 6,321 905 1,628 52,106 51,650
Liabilities
Segment liabilities 2,948 2,544 52 58 71 68 3,671 2,670
Taxation 792 209 - - - - 792 209
Interest-bearing borrowings 10,169 11,818 4,168 6,165 - - 14,338 17,983
Rate Reduction Reserve 9 14 - - - - ] 14
Development Fund 138 249 - - - - 138 249
Consolidated total liabilities 14,056 14,834 4,221 6,223 71 68 18,348 21,125
Other Information
Capital expenditure 4,133 3,549 - - 1 - 4,134 3,549
Depreciation 1,696 1,552 - - - - 1,696 1,552




(b)

Geographical Segments

For the year ended 31st December

Unailocated

Hong Kong Australia & Other items Consolidated

(% million) 2001 2000 2001 2000 2001 2000 2001 2000
Revenue
Group turnover 10,835 10,606 9 - 31 37 10,867 10,643
Other revenue 108 144 - - - - 108 144
Segment revenue 10,243 10,750 1 - 31 37 10,975 10,787
Resuit
Segment result 6,855 6,824 - - - (19) 6,855 6,805
Interest income 21 65 534 501 - - 555 566
Provision for impairment loss

in Other Investments - - - - - (84) - (84)
Finance costs (359) (590) (336) (349) - - (695) (939)
Operating profit 6,517 6,299 198 152 - (103) 6,715 6,348
Share of results of associates 3 - 469 (2) - - 472 (2)
Profit before taxation 6,520 6,299 667 150 - (103) 7.187 6,346
Taxation (727) (637) (49) - - - (776) (637)
Profit after taxation 5,783 5,662 618 150 - (103) 6,411 5,709
Scheme of Control transfers 96 (174) - - - - 96 {174)
Profit attributable to shareholders 5,889 5,488 618 150 - (103) 6.507 5,535
At 31st December
Assets
Segment assets 46,672 44,508 15 11 3 11 46,680 44,530
Interest in associates 13 16 4,772 6,310 51 - 4,836 6,326
Bank balances and other liquid funds - - - - 580 794 580 794
Consolidated total assets 46,685 44,524 4,787 6,321 634 805 52,106 51,650
Other Information
Capital expenditure 4,134 3,549 - - - - 4,134 3,549
Depreciation 1,696 1,552 - - - - 1,696 1,552
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Appendix 2

Principal Subsidiaries

The following list contains only the particulars of subsidiaries as at 31st December 2001 which principally affected the

results, assets or liabilities of the Group:

Percentage
Issued of Equity Place of
Share Capital Held by the Incorporation/ Principal
Name and Debt Securities Company Operation Activity
The Hongkong Electric Company, Limited HK$2,411,600,000 100 Hong Kong  Electricity generation
EBBEEERLT and HK$500 million and supply
Hong Kong dollar notes
(see note 20)
Associated Technical Services Limited HK$1,000,000 100 Hong Kong Consulting
Cavendish Construction Limited HK$2 100 Hong Kong Contracting
Fortress Advertising Company Limited HK3$2 100 Hong Kong Advertising
Hongkong Electric Fund HK$20 100 Hong Kong Trustee
Management Limited
Gusbury Enterprises Incorporation Us$2 100 Panama/Hong Kong Investment holding
HKE International Limited Uss$i 100 British Virgin Investment holding
Islands/Hong Kong
Hongkong Electric Us$1 and 100 Cayman Islands/ Financing
(Cayman) Limited HK$2,200 million Hong Kong
Hong Kang dollar notes
{see note 20)
Hongkong Electric Finance US$1 and 100 Cayman Islands/ Financing
(Cayman) Limited HK$500 million Hong Kong
Hong Kong dollar notes
(see note 20)
Hongkong Electric International Limited Ussi 100 British Virgin Islands Investment holding
HEl Investment Holdings Limited HK$2 100* Hong Kong Investment holding
HEI Thailand (Rayong) Limited US$1 100* British Virgin Investment holding
Islands/Hong Kong
Sigerson Business Corp. US$1 100* British Virgin Islands Investment holding
HEI Utilities (Malaysian) Limited A%$632,510 100* Malaysia Investment holding
HEl Power (Malaysian) Limited A$52,510 100* Malaysia Investment holding
Hong Kong Electric International A1 100* Australia Financing
Finance (Australia) Pty Limited
HEIl Transmission Finance (Australia) A312 100~ Australia Financing
Pty Limited
HEI Utilities Development Limited A$280,010 100* Malaysia Investment holding
Riverland Investment Limited Us$1 100* British Virgin islands Investment holding
Hongkong Electric International Power Uss2 100~ Mauritius Investment holding

(Mauritius) Limited

* Indirectly held




Appendix 3

Principal Associates

The following list contains only the particulars of associates as at 31st December 2001 which principally affected the results
or assets of the Group:

Percentage
of Group's Place of
Issued Effective Incorporation/ Principal
Name Share Capital Interest Operation Activity
Secan Limited HK$10 20% Hong Kong Property
Development
ETSA Utilities Partnership (see note (@) below) 50% Australia Electricity
distribution
CKI/HE! Electricity A$200 50% Australia Electricity
Distribution Pty Limited distribution
(see note (b) below)
Union Power Development THB1,665,000,000 46% Thailand Electricity
Company, Limited ("UPDC™) generation
(see note (¢) below) and supply

{a)

ETSA Utilities Partnership is an unincorporated body formed by five companies, namely, HEt Utilities Development
Limited, CK! Utilities Development Limited, HEI Utilities Holdings Limited, CKJ Utilities Holdings Limited and CKI/HEI
Utilities Distribution Limited, to operate and manage the electricity distribution business in the State of South Australia.
HE! Utilities Development Limited is a wholly owned subsidiary of the Group. HEI Utilities Holdings Limited, CKI Utilities
Holdings Limited and CKI/HEI Utilities Distribution Limited are associates of the Group.

This company is the holding company of the Powercor Australia Group, comprising Powercor Australia Pty Limited,
Powercor Australia, LLC, Powercor Australia Holdings Pty Limited and Powercor Australia Limited, which operate and
manage an electricity distribution business in the State of Victoria, Australia.

UPDC s incorporated in Thailand and is principally engaged in the development, financing, construction, installation,
testing, operation and maintenance of a coal-fired power generating station in Thailand. Pursuant to a share purchase
agreement dated 6th October 2001 (the “Agreement”), the Group have contracted to purchase 26% of the issued shares
of UPDC. As at the year end, the Group only held 4.6% of the issued share capital of UPDC, but has contracted to acquire
the remaining 21.4% upon the fulfilment of certain conditions as set out in the Agreement. Notwithstanding the
conditions to be fulfilled by UPDC, in accordance with the Agreement, the Group shall hold all rights in respect of the 26%
shareholding, and thus, UPDC is considered an associate of the Group. Commitments in relation to the investment in
this associate are included in note 26. Pertaining to the terms and conditions of the acquisition, the Group has an option to
increase its shareholding to 27.5% at commercial operation.




extracts of financial statements
of ETSA Utilities Partnership

Consolidated Profit and Loss Account
For the year ended 31st December 2001

13th December 1999 to

2001 31st December 2000
A$ million HK$ million Eqv. A% million  HK$ million Egv.
Turnover 805 2,431 584 2,522
Operations and services expenses (216) (869) (195) (842)
Operating profit before interest, taxation,
depreciation and amortization 389 1,562 389 1,680
Depreciation and amortization (128} {(512) (127) (547)
Profit before interest and taxation 261 1,050 262 1,133
Consolidated Balance Sheet
As at 31st December 2001
2001 2000

A$ million HKS$ million Eqv.

A$ million HK$ million Eqv.

Non-current assets 3,382 13,558 3,363 14,530
Current assets 195 784 216 932
Current lizbilities {150) (600) {157) (678)
3,427 13,742 3,422 14,784
Share capital 1 4 1 4
Retained losses (35) (138) (5) (22)
(34) (134) 4) (18)
Non-current liabilities
- subordinated loans 1,270 5,092 1,270 5,486
- other borrowings & payables 2,191 8,784 2,156 9,316
3,427 13,742 3,422 14,784




extracts of financial statements
of Powercor Australia Group

Consolidated Profit and Loss Account
For the year ended 31st December 2001

6th September 2000 to

2001 31st December 2000
AS million HKS million Eqv. A% million HK$ mitlion Eqv.
Turnover 281 3,887 328 1,418
Operations and services expenses (486) (1,927) (198) (857)
Operating profit before interest, taxation,
depreciation and amortization 495 1,960 130 561
Depreciation and amortization (89) (355) (30) (128)
Profit before interest and taxation - 406 1605 100 433
Consolidated Balance Sheet
As at 31st December 2001
2001 2000
AS million HKS million Eqv. A$ million HK$ million Eqv.
Non-current assets 2,523 10,116 2,561 11,065
Current assets 120 480 237 1,022
Current liabilities
- intercompany loans - - (1,584) (6,843)
- other borrowings & payables (940) {3,770) (255) (1,103)
1,703 6,826 959 4,141
Retained profits 214 856 20 84
Non-current liabilities
- subordinated loans 810 3,247 - -
- other borrowings & payables 679 2,723 939 4,057
' 1,703 6,826 959 4,141
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five-year group profit summary and group balance sheet

Five-Year Group Profit Summary

HK$ million 2001

Turnover 10,867

Operating profit 6,715
Share of results of associates 472

Profit before taxation 7,187
Taxation (776)

Profit after taxation 6,411
Scheme of Control transfers 96

Profit attributable to shareholders 6,507

Five-Year Group Balance Sheet

HK$ million 2001 2000 1999 1998 1997
Fixed assets 43,955 41,592 39,661 37,645 35,011
Interest in associates 4,836 6,326 23 30 89
Investment securities 393 891 84 168 168
Net current liabilities (588) (3,035) (262) (2,549) (2,744)
Total assets less current liabilities 48,596 45,774 39,506 35,354 32,524
Non-current liabilities (14,691) (14,986) (12,429) (11,861) (11,161)
Rate Reduction Reserve (9) (14) 21 (62) (92)
Development Fund (138) (249) (89) (340) (338)
Net assets 33,758 30,525 26,967 23,091 20,933
Share capital 2,134 2,134 2,085 2,020 2,020
Reserves 31,624 28,391 24,882 21,071 18,913
Capital and reserves 33,758 30,525 26,967 23,091 20,933

Note: As a result of adaption of the requirements of the Statement of Standard Accounting Practice No. 9 (revised) “Events after the balance
sheet date”, proposed dividend after the balance sheet date is recognised as a component of equity instead of recognised as a liability at
the balance sheet date. Proposed dividends for the years 1997 to 2000 have been reclassified for comparison purposes.
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ten-year scheme of control statement

The Hongkong Electric Company, Limited

(a)

()

Scheme of Control

The activities of The Hongkong Electric Company, Limited (“HEC"), a whally owned subsidiary of the Company, are subject
to a Scheme of Control (“SOC”) agreed with the Hong Kong Government. This Scheme of Control was renewed with
effect from 1st January 1994 with revision effective from 1st January 1999, and is effective until 31st December 2008.

The Scheme provides for HEC to earn a permitted return of 13.5% of average net fixed assets plus 1.5% of average net
fixed assets acquired after 1st January 1979 from the additional shareholders’ investment as defined in the SOC Agreement. Any
difference between this permitted return and the SOC net revenue of HEC must be transferred to or (from) a development
fund from or (to) the Profit and Loss Account of HEC. In calculating this SOC net revenue, interest relating to the acquisition
of fixed assets (whether it has been charged to revenue or capitalised) up to 8% per annum, is added to, and a tax
adjustment is made against, profit after taxation. In addition 8% of the average balance of the development fund is
transferred from the Profit and Loss Account of HEC to a rate reduction reserve.

In accordance with the renewed Scheme of Control Agreement effective 1st January 1994, HEC is required to retain
revenue reserves equal to a SOC tax adjustment at historical tax rates. These reserves shall be retained within HEC until such
time as it may be required to pay the tax.

Ten-Year Scheme of Control Statement for the Year Ended 39st December

HK$ million 2001 2000 1983 1998 1997 1996 1995 1934 1993 1992
Sales of electricity 10,991 10543 9,577 9627 8366 7980 7271 6974 6,197 5517
Less : Transfer to Fuel Clause Account (740) (801) (745) (623) (479) (449) (458) (512) (402) (332)
Other Scheme of Control revenue 59 54 64 62 66 86 60 61 51 49
Gross tariff revenue 10,230 9,796 889% 9066 7953 7617 6873 6523 5846 5234
Fuel costs (917) (823) (842) (973) (1,036) (1,034) (965) (878) (892) (8%94)
Operating costs (848)  (845) (798) (755) (742) (711) (899) (813) (804) (755)
Interest (359) (590) (648) (778) (436) (424) (241) (282} {240) (221)
Depreciation (1,572) (1,448) (1,348) (1,382) (1,152) (1,070) (845) (817) (943) (801)
Net revenue before taxation 6,534 6,090 5260 5178 4587 4378 3923 3733 2967 20563
Scheme of Control taxation (1,010) (862) (747) (822) (748) (713) (649) (603) (505) (452)
Net revenue after taxation 5,524 5228 4513 4356 3839 3665 3274 3130 2462 2111
Interest on borrowed capital 524 775 790 867 780 666 601 445 359 325
Interest on incremental customers’ deposits 3 3 1 - - - - - - -
Scheme of Control net revenue 6,051 6006 5304 5223 4619 4331 3875 3575 2821 2436
Transfer from/(to) Development Fund 119 (160) 251 2) 218 82 6 (274) 27 76
Permitted return 6,162 5846 5555 5221 4837 4413 3831 3,301 2848 2512
Interest on borrowed capital (524) (775) (790) (867) (780) (666) (601) (445) (359) (325)
Interest on incremental customers’ depaosits (3) (3) M - - - - - - -
Transfer to rate reduction reserve (15) (14) (17) 27 (36) (48) (51} (40) (31) (35)
Net return 5620 5054 4747 4327 4021 3699 3229 2816 2458 2,152
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ten-year balance sheet

As at 31st December

The Hongkong Electric Company, Limited

HK$ million

2001

2000

1899

1998

1997 1996 1995

1994

1993

Assets
Non-Current Assets
Fixed Assets

44,045

41,688

39,761

37,750

35120 32,315 29,087

24,590

\

20,800

Current Assets
Coal and fuel oil
Stores
Fuel Clause Account
Trade & other receivables
Bank balances

138
301
1.216
664
5

100
299
981
633

12

142
309
262
641

9

135
291
186
525

143
280

486

188 152

148
225
356

1

147
196
317

4

2,324

2,025

1,363

1,137

909

730

664

Current Liabilities
Bank loans and other borrowings
Fuel Clause Account
Trade & other payables
Taxation

(10,644)
(1,858)
(792)

(8,773)

(1,511)
(209)

(5,992)
{1.867)
(27)

{5,176)

(2,309)
(179)

(4,680)
{7)
(2,351)
(142)

(2,403)
(147)
{1,544)
(130)

(1,853
(129
{1,300
(83

)
)
)
)

(13,294)

(10,493)

(8,086)

(7,664)

(7,180)

(4,224)

(3,365

)

Net Current Liabilities

(10,970)

(8,468)

(6,723)

(6,527)

(6,271}

(3,494)

(2,701

)

Total Assets Less Current Liabilities 33,075 33,220 33,038 31,223 28849 26,118 23,347 21,096 18,099 16,323
Non-Current Liabilities
Bank loans and other borrowings (5.336) (7.439) (8,790) (8,444) (8343) (5649) (3.461) (3,776) (2,677) (2,014)
Deferred creditors (1,184) (1,362) (1,770) (2,036) (1,734) (3,103) (4,064) (3,043) (2,709) (2.659)
Custorners’ deposits (1,302) (1,242) (1,169) (1,131) {(1,084) (1,016) (958}  (892)  (814)  (749)
(7.822) (10,043) (11,729) (11,611) (11,161) (9,768) (8,483) (7,711) (6,200) (5,422)
Rate Reduction Reserve (Note 7) (9) (14) (21) (62) (92) (93) (80) (64) (105) {149)
Development Fund (Note 2) - (138) (249) (89) (340) (338) (556) (638) (644) (370) (397)
Net Assets 25,106 22,914 21,199 19210 17258 15701 14,146 12,677 11424 10,355
Capital and Reserves
Share capital 2,411 2,411 2,411 2,411 2,411 2,411 2,411 2,411 2,411 2,411
Reserves (Note 3) 2,460 2,201 1,975 1,724 1,390 1,066 730 311 - -
Proposed dividend (Note 4) 4311 3917 3945 3518 3036 2828 2409 2,102 2074 181
9,182 8529 8331 7653 6837 6305 5550 4,824 4485 4222
Loan capital 15,924 14385 12,868 11,557 10,427 939% 859 7853 6939 6,133
25,106 22914 21,199 19,210 17,258 15701 147146 12677 11,424 10,355
Notes:

(1) The purpose of this reserve is to reduce, by means of rebates, electricity tariffs to customers.

(2) The main purpose of the development fund is to assist in financing the acquisition of fixed assets and it is not part of shareholders' funds.

(3) These reserves represent a Scheme of Control tax adjustment, calculated in accordance with the renewed Scheme of Control Agreement
effective 1st January 1994. These represent the accumulated difference between depreciation and the Infand Revenue tax allowances,
applying the tax rate applicable to each respective year. This Scheme of Control tax adjustment shall be retained within HEC until such time as

it may be required to pay the tax.

(4) As a result of adoption of the requirements of the Statement of Standard Accounting Practice No. 9 (revised) "Events after the balance sheet
date”, proposed dividend after the balance sheet date is recognised as a component of equity instead of recognised as a liability at the
balance sheet date. Proposed dividends for the years 1992 to 2000 have been reclassified for comparison purposes.
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ten-year operating statistics

The Hongkong Electric Company, Limited

2001 2000 1999 1998 1997 1996 1995 1994 1993 1992
Units Sold (Millions of kwh)
Commercial 7,856 7,141 6,875 6,781 6,401 6,148 5782 5688 5271 4,866
Domestic 2,359 2346 2,288 2448 2212 2243 2,083 2,024 1919 1,763
Industrial 496 505 490 464 466 482 509 545 561 586
Total (Millions of kWh) 10,311 9992 9653 9693 38,079 8873 8380 8257 7,751 7,215
Annual Increase (%) 32 35 (04) 68 23 59 15 65 74 40
Average Net Tariff (Cents per kWh)
Basic Tariff 105.7 105.7 994 994 922 89.9 86.8 84.5 80.0 76.1
Fuel Clause Rebate (9.3) (15.2) (8.5) (8.5) (5.4) 6.0) (6.0} (6.0) (5.0) (4.5)
Rate Reduction Rebate (0.2) 0.2) (0.6) (0.6) 0.4) (0.4) (0.4) (1.0) (1.0) (0.5)
Net Tariff (Cents per KWh) 962 903 903 903 864 835 804 775 740 711
Number of Customers (000's) 536 526 519 513 513 504 493 483 472 456
Installed Capacity (MW)
Gas Turbines and Standby Units 805 805 805 805 805 805 805 805 805 805
Coal-Fired Units 2,500 2,500 2,500 2,500 2,500 2,150 2,150 1,800 1,800 1,800
Tt ) 3305 3305 3,305 3305 3305 2955 2955 2605 2605 2,605
System Maximum Demand (MW) 2,516 2,417 2343 2,316 2,205 2,118 2,006 2,021 1,890 1,819
Annual Increase (%) 4.9 3.2 1.2 5.0 4.1 5.6 0.7) 69 39 83
Annual Load Factor (%) 53.0 53.5 534 54.2 535 54.3 54.2 53.0 53.1 51.2
Thermal Efficiency (%) 35.5 356 358 35.9 358 358 353 35.7 36.0 36.0
Coal-Fired Plant Availability (%) 87.9 84.3 87.1 89.2 91.0 90.8 91.9 93.7 93.1 88.2
Number of Switching Stations 20 20 20 18 18 17 17 16 16 14
Number of Zone Substations 25 25 25 23 23 22 22 22 21 20
Number of Consumer Substations 3,444 3,391 3,309 3,230 3,172 3,101 3,021 25854 2,899 2,804
Number of Employees 2,277 2,325 2,403 2490 2542 2,625 2,700 2,713 2,706 2,737
Capital Expenditure ($ Million) 4,133 3,549 3622 4248 4107 4424 5459 4668 348 2,970
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notice of annual general meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Shareholders of the Company will be held in the Ballroom,
1st Floor, The Harbour Plaza, 20 Tak Fung Street, Hung Hom, Kowloon, Hong Kong on Thursday, 9th May 2002 at
12:00 noon for the following purposes:

As Ordinary Business

1. To receive and consider the Statement of Accounts and the Reports of the Directors and Auditors for the year ended
31st December 2001.

2. To declare a final dividend.

3. To re-elect retiring Directors.

4. To appoint Auditors and authorize the Directors to fix their remuneration.

As Special Business
5. To consider and, if thought fit, pass the following resolution as an Ordinary Resolution:

"THAT:

(@) a general mandate be and is hereby unconditionally given to the Directors during the Relevant Period to issue and
dispose of additional shares of the Company not exceeding twenty per cent of the existing issued share capital of
the Company as at the date of passing this resolution; and

(b) for the purpose of this resolution:
“Relevant Period” means the period from the passing of this resolution until whichever is the earlier of:
(i) the conclusion of the next annual general meeting of the Company;

{ii) the expiration of the period within which the next annual general meeting of the Company is required by law to
be held; and

(iii) the revocation or variation of this resolution by any ordinary resolution of the shareholders of the Company in
general meeting.”
6. To consider and, if thought fit, pass the following resolution as an Ordinary Resolution:

“THAT:

(@) subject to paragraph (b) below, the exercise by the Directors during the Relevant Period of all the powers of the
Company to repurchase shares of HK$1.00 each in the issued capital of the Company in accordance with all
applicable laws and the requirements of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited as amended from time to time, be and is hereby generally and unconditionally approved;

{b) the number c¢f shares of the Company which may be repurchased by the Company pursuant to the approval in
paragraph (a) above shall not exceed ten per cent of the number of shares of the Company in issue at the date of
this resolution; and

(¢) for the purpose of this resolution:
“Relevant Period” means the period from the passing of this resolution until whichever is the earlier of:
{i) the conclusion of the next annual general meeting of the Company;

(i) the expiration of the period within which the next annual general meeting of the Company is required by law to
be held; and

(iii) the revocation or variation of this resolution by an ordinary resolution of the shareholders of the Company in
general meeting.”
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7.

8.

To consider and, if thought fit, pass the following resolution as an Ordinary Resolution:

“THAT the general mandate granted to the Directors to allot, issue and deal with additional shares pursuant to
Resolution 5 set out in the notice convening this meeting be and is hereby extended by the addition thereto of an
amount representing the aggregate nominal amount of any share capital of the Company repurchased by the Company
under the authority granted pursuant to Resolution 6 set out in the notice convening this meeting, provided that such
amount shall not exceed ten per cent of the aggregate nominal amount of the existing issued share capital of the
Company as at the date of passing the relevant resolution.”

To consider and, if thought fit, pass with or without modification the following resolution as a Special Resolution:
“THAT the Articles of Association of the Company be and are hereby amended in the following manner:
(a) By adding the following definitions in Article 2 immediately after the definition “Writing” or “printing”:

"Electronic communication” shall mean a communication sent by electronic transmission in any form through any
medium.

“Listing Rules” means the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited,
as amended from time to time,

“Summary financial report” has the meaning assigned thereto in the Companies Ordinance.

(b) By adding in Article 2 after the words “visible form” in the definition of “Writing” or “printing” the words
"including an electronic communication”.

(c) By adding in Article 2 after the paragraph commencing with the words, “Words denoting the singular”
the following paragraph:

"References to applicable laws, rules and regulations shall include the Companies Ordinance and all regulations
made thereunder, and the Listing Rules. References to a notice or document shall include a notice or document
recorded or stored in any digital, electronic, electric, magnetic or other retrievable form or medium.”

(d) By renumbering the existing Article 157 as Article 157(a), by adding at the beginning of such Article the words,
“Subject to Articles 157(b) and 157(¢)”, and adding the following as Articles 157(b) and 157(c):

"157(b) The requirement to send to a person referred to in Article 157(a) the documents referred to in that Article,
whether under that Article or under the Companies Ordinance, shall be deemed satisfied where, in
accordance with applicable laws, rules and regulations, a copy of a summary financial report is sent to such
person, and that person has agreed or is deemed to have agreed to treat the receipt of such summary
financial report as discharging the Company’s obligation to send to him a copy of the documents referred
to in Article 157(a).

157(c)  The requirement to send to a person referred to in Article 157(a) the documents referred to in that Article
or a summary financial report, whether under that Article or under the Companies Ordinance, shall be
deemed satisfied where, in accordance with applicable laws, rules and regulations, the Company publishes
copies of the documents referred to in Article 157(a) and, if applicable, a summary financial report, on the
Company's computer network or in any other permitted manner (including by sending them in any form of
electronic communication), and that person has agreed or is deemed to have agreed to treat the
publication or receipt of such documents in such manner as discharging the Company’s obligation to send
to him a copy of such documents.”

(e) By adding in Article 161 after the words “Hong Kong” the following:

“or by sending it in accordance with applicable laws, rules and regulations as an electronic communication to the
member at his electronic address or by publishing it in accordance with applicable laws, rules and regulations on the
Company's computer network.”

Annual Report 2001
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notice of annual general meeting

(f) By adding in Article 161 after the words, “In the case of joint holders of a share ail notices” the words
“or documents”.

(g) By adding in Article 162 after the word “notice” where it appears in that Article the words “or document” and by
adding at the end of that Article the following:

"Any notice or document sent as an electronic communication shall be deemed to be given on the day on which it is
transmitted from the server of the Company or its agent. Any notice or document published on the Company’s
computer network shall be deemed to have been served or delivered on the day following that on which a
notification is sent to the member that the notice or document is available on the Company’s computer network.”

By adding the following as Article 162A after Article 162:

“Subject to applicable laws, rules and regulations, any notice or document, including the documents referred to
in Article 157(a) and a summary financial report, may be given to a member either in the English language or
the Chinese language.”

"

(i) By adding in Article 164 after the word “printed” the words “or made electronically.

By Qrder of the Board

Lillian Wong
Company Secretary
Hong Kong, 7th March 2002

NOTES:

(1) A member of the Company entitled to attend and vote at the Meeting is entitled to appoint not more than two proxies to attend and
on a poll, vote for him. A proxy need not be a member. To be valid, all proxies must be deposited at the registered office of the
Company, 44 Kennedy Road, Hong Kong, not later than 48 hours before the time for holding the Meeting.

(2) The register of members will be closed from Thursday, 2nd May 2002 to Thursday, 9th May 2002, both days inclusive. To qualify for the
dividend, all transfers accompanied by the relevant share certificates should be lodged with the Company’s Registrars, Central
Registration Hong Kong Limited, 19th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong, not later than 4:00 p.m. on Tuesday,
30th April 2002.

(3) With reference to Resolution 5 above, the Directors wish to state that they have no immediate plans to issue any new shares
in the Company.

(4) With reference to Fesolution 6 above, the Directors wish to state that they will exercise the powers conferred thereby to repurchase
shares in circumstances which they deem appropriate for the benefits of the shareholders. A circular containing the explanatory
statement relating to the repurchase of shares, as required by the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (“Listing Rules”), will be despatched to the members together with the annual report.

(5) In Resolution 8 above, shareholders are asked to approve amendments to the Company’s Articles of Association to take advantage of
the recent changes to the Companies Ordinance and the Listing Rules which enable the Company to offer members the choice to
receive ejther the full annual report and accounts or a summary financial report, to receive such documents, notices and other
documents in printed copy, through the Company’s computer network or by means of other forms of electronic communication, and in
English or Chinese. The proposed amendments and their effects are also set out in the circular mentioned in Note (4) above.
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BIREEBERE _

(2EHFE+ (B) B0 - - (2,284) 2,284 -
20015124318 4,476 1 24,863 2,284 31,624

RZBE-F+-A=Z+—-8 SEURSHRELSERE - NMNOE-A-BEEZNETESENHE
et —BEESNEHFENBRAE _+THBATERA(CEERFER-_TRE—BER) UD
RRAEEARNMEZUZZBZERUSFERREBLZE - LEEHHERGBBELERERAE
REZEZENBARIZACTEARAFAN  HEXMBEFRIXNAR/L  FUAISE -

RZBZ—FT-AZ+T—H SERERFLELELEGHECAREANER=ZTNAGER

(ZETTELE-THNEER) -
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BRIE M i

R
AT

BETE IR AR E U 2% 1o 15 BRRE By
200051818
- tFEERE 3,369 17,677 - 21,046
—THRIBZA AR

—BERERE(ZEHREHZ)RETA) - - 1,980 1,980

-BRE WA (ZEKZET ) - (3,983) - (3,983)
~B & 3,369 13,694 1,980 19,043
EREYRZEZ FFERBRS - - (1,980) (1,980)
Bz EFEREKA - 3,983 - 3,983
BOIYRUREREBRBZHE 1,107 - - 1,107
AEERF - 5,256 - 5,256
BERAZBBRAE (28WEH ) - (4,060) - {4,060)
Bt ERRR B - (1,153) - (1,153)
HERBARE (2HEBTHFEIETA) - (2,080) 2,080 -
20005 128318 4,476 15,640 2,080 22,196
20011818
- FEERE 4,476 19,700 - 24,176
— FH BB A B FE

—BERBRE (RENEH(Z)RTA) - - 2,080 2,080

—-BEHA(BEKZEH ) - (4,060) - (4,060)
—CER 4,476 15,640 2,080 22,196
ERETREZ EEERBRE - - (2,080) (2,080)
RF G5 7 - 5,420 - 5,420
BT ERR 2 - (1,195) - (1,195)
BERBARB(ZEMET(F)RTN) - (2,284) 2,284 -~
20014128318 4,476 17,581 2,284 24,341

EARRZWEHESTHIETER -

50 EREEEE@BERAE




eig L8

GERaRIRNE

(F) EEENBEREXEBEDH2FRERNAEER

2001 2000
EETH BETH

Rl 6,715 6,348
U A (555) (566)
ETEEABRE WA (%) (112)
MEZH 702 947
heE 1,567 1,443
CEETEESE 23 29
BEIITEHSCERNEEE (77) -
R IB RS (4) m
HEMimEREES - 84
FEEGEM /R (28) 50
R SRR HMERER D 8 33
ENESERHEMERBTEBELERERE DN 90 26
BB ISR M (235) {719)
REEBIBZEFRERA 8,197 7,562

(C)KRXFEREELBS DI
[N BTR ET

=St (BE%E) H#t#tBER ENEE HEFA#$ aw
20001818 5,454 10,135 2,079 1,169 18,837
BEReRE 1,156 6,223 (509) 73 6,943
2000 124318 6,610 16,358 1,570 1,242 25,780
2001 1R 18 6,510 16,358 1,570 1,242 25,780
BERESFKE -~ (3,225) (175) 60 (3,340)
SNEERHER - (197) - - (197)
20015128318 ‘ 6,610 12,936 1,395 1,302 22,243
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BRIEM iz

TE.AEBALES
FREEEATEEEHBALRS

58

2001 2000

BETE BB

BERR(Z2HTHHEE)) 43 46

BESHRBLETLARCHKER(BETIIME (2)) 5 8
BEORaOM (2B TAME (2))

BEEAE(ZHTAMZ(A) ‘ 43 21

CERERETIREBEREREE (ZHETNREC)) 2 @)

RS A (2B T HIHE () (534) (501)

(&)

(7))

EEEEEEER QD

AR —FEWMEBLA  FEEBREBRAFAUEEDR-NNARE_ANE  REEFZBEXRE
HhRk—MzEKiEr HEERAKR(EBE)ERAFR(EEBRDITL—EHE - Z2FBHZH
TREDEMTEEERAFMES - REZHEBEANEEZHERN RERBEFETZ
BERANEEBBEMKE NLEEERQAFADNDAQAZIZERNRARIZESEEARAFZERA
B rEERAFATZBE L (—_ZTTTFAOATAREBELIZIRE  NEEABEEN ZHER
(ZEFTTFERANIN)BRE HEZREMHE MEZERERBR_FZT-FEEBRAZM
EEE WEBBECR -—ANCFLATAEFTETRRCBHANTURE -

RZFEE-FTZA=+—RH FRFRFREEB(_ZTZZTE &) -

EBEMLEEAR R ZHE 2 FAS Watson Group (HK) Limited ("Watson”) 5] I P HE R E T
FERE - BE—NANF—ELBIUAREN_SET—F _FNBIUNEEHE - Watson[
ER-ANMNEZA-BE_ZZ—F+ A=+ RELMAEBTHERTETREBERNNERK
B REHKBEANEENECELRCERERERREARE  MABREEAREREZRE
Bk ENERE R ER T AR - BE_TE—F - A+ N\BiIYNBERAIIR T —
ERAZTNBRE_ZTE-FAATZRTUOMOEZERSE  WatsonAERZTZE—FBETA
EEGHNFFABERTETRABEEANESRBE THEREEREADYHAZSEEREONEN
B - BREARTERSKRERENDNBEA - TEHRINEAANESEREREFTHRENIAMHE
IERHESE TWatsone BIE FillthpE  BEEEFRNAIN FWatonZ RIEXAEET(ZEEE
FANEERL) RZEF-—F+B=+—8B ZT2aRWatsont +T BT (ZEZEEF A
t+EL) e

BEEBRIEZEBERAFZHBEAFATSMNREEBR ARAFEMEED R —ANAFTA

+ARTTHE  RANK - BREEEA-+t-ER-SE-F-A-+HNATINMGS
B REZSHAREIRE  BNEERES - ANANFEA-BFE-FE-SNA=+H

MEEHEARED - EERKETHREMNEETELRLYN  BRE_ZFTTFHEA-_+E
FUMESEERBEANANECERFE - BERARKIENREZEER-_THAXZNEHANRA -
ERNREBENELEZRBANEEL(ZEETFRABEER) - RZIETE—F+ZA=+—8
ARRREMNER=ZTEL(ZTEZTTER=FTET) -




(1)

(R EBRSHIERBBER2ATABDITL=2NHE NLEBERIANFEFEARENZ

ht+#EE -

BRE-TETFIA-TARTUNGE ARRAERAREC B BREREEREDHES
—EHERGERG  UERAREAMNBEZARABEERHEEE  REATES
B -

RE_FTETET_ATHEETINHE  ARRERTRER VSR EH I EARBRAKRA
RULANKERZZ2BLTE B MEARKRE KREHOR-—T-—EHET-

REFT-FUAE_BIYNGE CXRAEABVRERETERRABREARBRERETR
REHNAEF-_ENTET -

FRARUN =N BEFELEZERRAOTZES L (Z22EFR_TEBEERL) - R_2ZT—F
tTZA=1T—8 ARAREB=TEX(ZTTTFRILGET)-

ARFA—2BEWEQR BEHIZERAATBH IR -—ANALFTAZTEE-REZEFT
HERERSRERERAA(EREE D RERERENIREEFRAR(TAKEI ) HRE
BIREGR(HBED) REBSE BRECSREHURAKETARRHEERRYE  LHHEEK
BRERTERD2RBRBERIRRE - AEREERE LA NRERARRERE - FHK
ROUERZEREFEBET A FERRER

EIZZEBABRAREARKBREE 2R +AZERE  MRASTHIEEAQAFNZIERRE - 8IKE
IN—BIYE=%-

BEERAKETIRBEMERZ -BRRE  BEMGZH ERRESXTIRARLEEREEL
TERR EAREEBEIR RAERMHTRAEEZEBETEELE-

BEAMARETRSREHEIRE IR ETRRABSNETEEENTS  REBRERNETIE -
RHEAREEEETIRALAEEHBETIE LR -

BHERT  BHRAXREIER -AALRET-A - BEHREHRYE RBESHR_FZE-F
T o

RBEFEAEN-—RRE BHEEN=TLIEONT SN TANER - HBELBREBEER
BEAREMBNETHENER URBZEIEAFEAE -

S BEEREHNEIRBEDE-TER  FHREREHEMIEISEFARREHRR
BEBGHE - ERBEEEANKIBBOBERE=+TERNANEHEER -

FREURFIRB 2 IERERARBERA _GEL(CEEZER/RMEET) -
RZBZE-—F+ZA=Z+—85 BERESBUBRALFA(CZZEZTFR_BET)-
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BRIEM T

() ZEBRRIEBEEERQAFSENRET S Z A T ETSA Utilities? £+ CKIHE! Electricity

Distribution Pty B fR 2 &) ~ Powercor Australia, LLC & Powercor Australia B [R 2 8] « ETSA Utilities 8 £ 7412
MO FEBMNEEL R ERETET - CKI/HE Electricity Distribution Pty A BB 22 8 + Powercor Australia, LLC
% Powercor Australia B R A TR BN EZF T ELLEREEREER -

MEERMEMR IO ENEEEENBABANIMBREMEEN  2HE TE LR
RIBE-F+-A=Z+-0 EULBERAAREMBEARZUEERE/AT+—ERXR
B (ZEEZEFR~T—EATHEREL) (2HWETH) - ZHREEEALRT B HNEE
BHRBARNEMBEHEMEERZMNEAR  ZNREFRBEMMRZEE  B(ETHEBEE
LEMENFBABEAMBRAZREERTHOELAT) BRERRERER - FRAMBLATER
HARUZHERARLE=ZTHEEL (—EETFARLBT—BET) -

WX, &g

R+ZR=+—8 FAEEFENMIFAEERERNEREFNRENT
55 N
2001 2000 2001 2000
BE T BEBTE ER-Srh BETH
B4
EAREH 2,729 2,660
BENFIMEE 847 -

3,576 2,660

E?ﬂ:;ﬁﬁﬁu )7

EXRT L 11,765 13,872
TEt. REEH
£E5
2001 2000
BE T BE T

BRTIRRIMEZRITERER
g - -

k3 SN 8 8

BTHATMEZ HHER
¥ B 2 7 - -
PN 32 -

40 8
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yi AN

gaig) 8

i
A

HERERIZzGRIA

AREMNATETATEIERNEZRR R _TE2-—F+-A=+—B KBINITEIASHZIE
BRAOTRZRBNOT

2001 2000

FET ERihy
RYIERMEBEHED 122 87
FMEiEAEFE FRBEESY 11,576 8,100
BRHEEZS Y 800 -
BENES D 1,536 1,698

14,034 9,885

U BB

rE

EUEEE BELBEASESHLRENRERBEENGHPEAAREASRE EB_TF—F—F—F
B BETERSIMASMBERNEHERRENFNGEER) AEEZEEREHHHERRE
ZREMATHER) HAEEZRREREHHBRERE LR (MARARE ) AFRFBRESL
EMERENRSERSBE - it KHBAFMASHREUARBEEEMRERENEAHRARAL
BZBARBEAERARKA -

HRERERFN S HE  ARERFEHNEEFERBN -+ EBENTOHBEERL(ZEZTETEH
THRNATER)  HALERMIBEREGAENLERE - ARECEBHRAUFT SR  SRE
BNZBANGSHNLEREN  HYERATHRMBEELRE -

BRI

HREITTIRENSHERR U LBRFEALEERE  FEFHEHRMET -

JDD01EEHR §S



7EPE R

CE S 5T @msEmEanR s

(BB) £ 2
BZ+-E=+-A8uLEE
EHHAT R5E
TEHHE EpKgE BE#EE =)

(BBTH) 2001 2000 2001 2000 2001 2000 2001 2000
WA
EEEER 10,948 10,564 - - (81) 79 10,867 10,643
Haug A 22 32 - - 86 112 108 144
73 B8R Ug A 10,970 10,596 - - 5 191 10,975 10,787

et
DEFELE 6,893 6,679 - - (38) 126 6,855 6,805
FE U A - 1 534 501 21 64 555 566
HEMGEREER - - - - - (84) - (84)
B R AR (359)  (590) (336)  (349) - - (695)  (939)
B F 6,534 6,090 198 152 17 106 6,715 6,348
FRibB & Na 218 % - - 469 ) 3 - 472 (2)
Bk 5 A1l 4 & 6,534 6,090 667 150 (14) 106 7,187 6,346
I8 (1,010) (862) (49) - 283 225 (776)  (637)
B 7R 18 & T 5,524 5,228 618 150 269 331 6,411 5,709
& ET B B 96 (174) - - - - 96 (174)
PR RS A F 5,620 5,054 618 150 269 331 6,507 5,535
R+=-ZA=+-8
BE
DEEE 46,364 43,701 14 11 312 818 46,690 44,530
D E A - - 4,823 6,310 13 16 4,836 6,326
RITEFEREMTESES - - - - 580 794 580 794
HEABEE 46,364 43,701 4,837 6,321 905 1,628 52,106 51,650
=R
SEREE 2,948 2,544 52 58 71 63 3,071 2,670
TR 792 209 - - - - 792 209
TEREX 10,169 11,818 4,169 6,165 - - 14,338 17,983
B 9 14 - - - - 9 14
TRES 138 249 - - - - 138 249
FEBBRE 14,056 14,834 4,221 6,223 71 68 18,348 21,125
EARF 4,133 3,549 - - 1 - 4,134 3,549
e 1,696 1,552 - - - - 1,696 1,552




(Z) B
BE+t-A=+-BLFE

ROE
58 B RHEMES g2

(BT 2001 2000 2001 2000 2001 2000 2001 2000
PN

EEEER 10,835 10,606 1 - 39 37 10,867 10,643
Hibig A 108 144 ~ - - - 108 144
o B A 10,943 10,750 1 - 31 37 10,875 10]87
E4

DEEE 6,855 6,824 - - - (19) 6,855 6,805
R E A 21 65 534 501 - - 555 566
HE MR E R EEE - - - - - (84) - (84)
Euly 354 LK (359) (590) (336) (349) - - (695) (939)
el 6,517 6,299 198 152 - (103) 6,715 6,348
FIRt A NC] i =F = 3 - 469 () - - 472 2)
B B5 B R 6,520 6,299 667 150 - (103) 7,487 6,346
18 (727)  (B37) (49) - - - (776)  (637)
B % 12 5 7 5,793 5,662 618 150 - (103) 6,411 5,709
e AR 86 (174) - - - - 96 (174)
R IES E T 5,889 5,488 618 150 - (103) 6,507 5,535
R+t=ZA=+—-H

gE

DEEE 46,672 44,508 15 11 3 11 46,690 44,530
BmEDAIER 13 16 4,772 6,310 59 - 4,836 6,326
iﬁﬂ T&Eﬂﬂmé)}éé - - - - 580 794 580 794
% é ﬁ@ éé 46,685 44,524 4,787 6,321 634 805 52,106 51,650
Htrgs

=N ] 4,934 3,549 - - - - 4,138 3,549
wE 1,696 1,552 - - - - 1,696 1,552
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i 88 =

FTEME QT
TERREWAR-ZFETF+ =T 0T 5ENESL BEIREREEATENZIENB ARG
gl g F NS ) HEmRLS
DERE HELES BREZBDE BEoWE TEER
The Hongkong Electric Company, Limited 2,411,600,000 # 7T 100 % BERHEE
EHREEARQA RoEBTER
(2EKE=+)
it TRER 2 E 1,000,000 % 7T 100 EE TiEEM
EERRBRALA 28T 100 £l HE
EEEEHROA 2F T 100 ol BE
EXEERESEREBRAA 20T 100 5% fE5t
Gusbury Enterprises Incorporation ’ 2ETT 100 BEeE /&4 BEER
HKE International & & 2 & 1%7T 100 EBRXE BEER
SEE
Hongkong Electric 1TELTRR2EBELREE 100 HEES 81 7
(Cayman) BB 2 7 (B2BME—T) SEE
Hongkong Electric Finarice 1ELRSEELER 100 HEHES B 7
(Cayman) B R 2 7] (2EWE=1T) S EE
BEBBRERZE 17T 100 EBRES REZR
HEIl Investment Holdings & IR 2 7] 2T 100* EE REER
HEI Thailand (Rayong) & R 2 &) 1% 100* EEBREAB RAER
JSBE
Sigerson Business Corp. (= 100* REBERS BETR
HE! Utilities (Malaysian) & & 2 5] 632,510 87 100 ERES BB
HEI Power (Malaysian) # g 2 ) 52,510 87T 100" SRED REZER
Hong Kong Electric International 18T 100* BN %
Finance (Australia) Pty & IR & 8]
HEI Transmission Finance (Australia) 1287 100* EM Bl 78
Pty BB 2 &
HE| Utilities Development & IR 2 7] 280,010 82T 100* ERAER BREZER
Riverland Investment & [E 2 7] 1ET 100" REBERXS BEZER
Hongkong Electric Interriational Power 2ET 100* EBRE RERR
(Mauritius) & B 2 &
*EEEE

CQ =H#xTEe@MAaErR g




TERREIN _FE—F+ _AZ T BULAEBEXEALNEEFEATENBLEQRTNFE -

ZEQTIR L TRV

YNCTES T3 B & Y ] mEZRE TEH
Secan B R & B _ 10 T 20% BE MERR
ETSA Utilities % (B2 THIHEE (F)) 50% =R BEE
CKI/HE! Electricity 20038 7T 50% BN ke

Distribution Pty & R 2 &

(2H oM (2))
Union Power Development 1,665,000,000 = & 4.6% FEH BERHEE

A R 2 8 ("UPDC”)
(2B T FIHT 5 ()

(F2) ETSA UtilitiesB 2 & —AFEEZAEE - BAM 2 RIER - BIHE Utilities Development B BB & 3] + CKI Utilities
Development A IR A 8] ~ HEI Utilities Holdings % fR 2 51 + CKI Utilities Holdings A IR 2 &) K& CKI/HE! Utilities Distribution
BEER2F RRANNEENEELREEEETER - HE Utilities Development SRR AR RAEBE T2 — 2
B Mt X5 o M HEl Utilities Holdings B BR & 7] + CKI Utilities Holdings 7 R 2 5] & CKI/HEI Utilities Distributiond BR 2
BEASENEENT -

(Z,) 38 2 7] & Powercor Australia %t B &) #2 8% 2 &) + Powercor Australia 5 8 8 F Powercor Australia Pty & fR 2 &)
Powercor Australia, LLC, Powercor Australia Holdings Pty BR 22 7] & Powercor Australa B R 2 Al © RBIME 4 2 5|
CHEERERRETES -

(R) UPDCR—HREZMLR] TRRFHER - BH - BE TR AR EFNAE-HREOBREZEE
B-RE_FT-—FTAEBNREBEHZ (HED AEEROBREUPDCED Z - TRZBITRA -
RELER  FAREREBUPDCED ZOHAZETRA  ERTHETHETHRET  FREFRESRT
BOZ-_+—HOBTHRA - BEUPDCHERTE THRE  REZDELAEEREFEEAZ2TRZE
ERERHE - Mt UPDCRZREMATEENBELRT - MRENEWE LR AEDBREREME -+
A BBERBHE ~ASEEEEXERRAEERLERENREEG 2 - THHH -

2001 S 5
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ETSA Utilities BB BB RBE

HEeRER

 EEE-EF+_A=t+-8ALEE

199912130 &2

2001 200012 R 311
pe: L3 EEBY i3 EEEY
BB ER=$id EETE BB T
- 605 2,431 584 2,522
LBLRBEREX (216) (869) (195) (842)
RIOBFME - ME - - FERBHALE ERN 389 1,562 389 1,680
mEREE (128) (512) (127) (547)
F IR FI S KB IE AR B 261 1,050 262 1,133
HEEBERES
R-_ET—F+_-_/A=+—8
2001 2000
B ZEBE peigi EEBEER
EX-$ BB BETE BB
EREEE 3,382 13,558 3,363 14,530
REEE 195 784 216 932
mENE & (159} (600) (157) (678)
3,427 13,742 3,422 14,784
A% 1 4 1 4
RE EIE (35) (138) (5) 22)
(34) (134) (4) {18)
FrRBAE
—BRIEER 1,270 5,092 1,270 5,486
— HERRENRE 2,191 8,784 2,156 9,316
3,427 13,742 3,422 14,784

60 EXBREEHELT




Gellgs
BE-ET-F+-AZ+-BLER

Powercor Australic EE I R Ex =

20005 9R6HZE

2001 20002128318
p g ZEEE A EEEE
BE T BB BB T BB T
EHE 981 3,887 328 1,418
CERREEX (4886) {1,927) (198) (857)
AOBRAME  RIE WEREHIKLEER 495 1,960 130 561
MEREH (89) (355) (30) (128)
RIDF R B R TR 18 71 406 1,605 100 433
SeEERAES
R-ZEE—S+-B=+-8
2001 2000
s ZEBE s EEEE
HETH EX-$55 BEITE BT

EREEE 2,523 10,116 2,561 11,065
MEEE 120 480 237 1,022
mEasE
_ aEmEn - - (1,584) (6,843)
— EMERREMRIA (540) (3,770) (255) (1,103)

1,703 6.826 959 4,141
RE A% 214 856 20 84
eIk =Ni
—BEER 810 3,247 - -
— HERREMZRIE 673 2,723 939 4,057

1,703 6,826 959 4,141
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62

IFEERNBEREE

AFEEDRNEE

B EETH 2001 2000 1999 1998 1997
3 10,867 10,643 9,690 9,759 8,499
BE AR 6,715 6,348 5,545 5,483 4,661

b E R ZER 472 (2) 3 7 298
R B BT R A 7,187 6,346 5,548 5,490 4,959
R (776) (637) (496) (494) (432)
B 15 12 5 A 6,411 5,709 5,052 4,996 4,527
S ET AR E 96 (174) 234 (29) 182
BERESEF 6,507 5,535 5,286 4,967 4,709
LEEDEERESE

BEEHET 2001 2000 1999 1998 1997

EEE 43,955 41,592 39,661 37,645 35,011

L NETR: ¥ 4,836 6,326 23 90 89
BEIRE 393 891 84 168 168
REBEFSE (588) (3,035) (262) (2,549) (2,744)
BEERRSBE 48,596 45,774 39,506 35,354 32,524
ERBEE {14,691) (14,986) (12,429) (11,861) (11,161)
WE S 9 (14) 21) (62) (92)
BRES® (138) 249) (89) (340) (338)
EEZEE 33,758 30,525 26,967 23,091 20,933

N 2,134 2,134 2,085 2,020 2,020

fE1B 31,624 28,391 24,882 21,071 18,913

EXREE 33,758 30,525 26,967 23,091 20,933

Wiz BRERTEHEBERENGF (FEED(REREBERARER)CHT CEEERBRAENHEREEINERIZETH
—EEVEE TERAERBFRAEABRAR—BERMBE MU —IMNtEFEFFENHERECREEENELT

EL

EEEREBRERLFE




TEERFERHMR

TRUEFTREE

(F) BEHIFE

EEEBRERAFTHEED
HERE - —hANEF—B—B8 2 EHsHE -
+ZA=Z+—8Lt-

R=NAANF—A—-—BBEET  BRHE

BIARAB T Z-2EMBAR EXBAERETERNARTIZEH
—ERRN\F

EREMNABERE  BEUREETEETHERESFREAEATABI=ZER SNA—NtNALFE—A—
AE&@%%ﬁ%%%m&ﬁﬁﬁﬁz@Eﬁ%iﬂﬁ—@ﬁz%ﬂo&ﬁﬂﬁ%%ﬂﬁ%%A%%Z%
CEEEREABACEESREZASRONBERE NI EEHHEUARER  PRLBEEETEE
Zﬂuu\E%AM SENEEAT L) ER—EHEAB LA HMNBRBEEZ S5 EHE  BRE
FEZEUTBEFENEER - Bird EXRRBEESIVETESZN  HEZEBRTRERE -
BE-NANNE-—S—AERZHTBIENTEME  EREEREUNSHEREN HERBHEFTEY
BEHTENBARE HEFEBLERENEBEER  EZZHMETEXINAEL -
() TEE4H T8 EAREE+ = A=+—-BLEFE
BEEHBTH 2001 2000 1999 1998 1997 1996 1995 1994 1993 1992
EHiHE 10,911 10,543 9577 9,627 8366 7,980 7271 6974 6197 5517
Ao MR EERER (740)  (801) (745) (623) (479) (449) (458) (512) (402) (332)
HEaEHEE W A 59 54 64 62 66 86 60 61 51 49
BEWAESE 10,230 9,796 889 9066 7953 7617 6873 6523 5846 5234
MEE A (917) (823) (842) (973) (1,036) {1,034) (965) (878) (892) (8%4)
mEEH (848) (845) (798) (755) (742) (711) (899) (813) (804) (755)
B (359) (590) (648) (778) (436) (424) (241) (282) (240) (221)
e {1,572) (1,448) (1,348) (1,382) (1,152) (1,070) (845) (817) (943) (801)
FBERBHUARSE 6,534 6,090 5260 5,178 4587 4,378 3923 3733 2967 2563
”é gl qu B IE (1,090) (862) (747) (822) (748) (713} (649) (603) (505) (452)
BREBEAWARE 5524 5228 4513 47356 3,833 3665 3,274 3,130 2462 2,111
BAEDSFE 524 775  79C 867 780 666 601 445 359 325
BNMEEREHE 3 3 1 - - - - - - -
EHOIWMARE 6,051 5006 5304 5223 4619 4331 385 3575 2,821 2436
Be/ (ANEEES 111 (160) 251 Q) 218 82 6 (274 27 76
b: 35 b 6,162 5,846 5555 5221 4837 4413 3,881 ' 3,301 2,848 2,512
BEAEEF B (524) (775) (790) (867) (780) (666) (601) (445) (359) (325)
ENEEEESFE (3) 3) M - - - - - - -
BAREHE (i5) (4 a7y Q7 @36 @48 (51  40) (31) (35
FEEE 5620 5054 4747 4327 4021 3,699 3229 2816 2458 2152
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\m EE

—EEERER

w+—_A=Z+—H

TRTREMLT

B EH ST 2001 2000 1999 1998 1997 1996 1995 1994 1993 1992

TE

ERBEE

EE&E 44,045 41688 39,761 37,750 35120 32,315 29,087 24,590 20,800 18,282

FEEE

(YN E ] 138 100 142 135 143 188 152 148 147 117
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