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RESULTS

The Group recorded a net profit of $206 million, an increase
of 16% over 1999. A breakdown of the operating profits before
taxation contributed by various business activities is shown in

note 4 on the accounts on Page 57 .

PROPERTY INVESTMENT

The Asian financial turmoil in the last quarter of 1997 marked
the beginning of a downward adjustment in both the occupancy
and rental rates of properties in 1998 and 1999. Though the
leasing market seems to have stabilized during the year, the
effect of the drop in rental rates in the previous two years will
only appear upon tenancy renewal and it will take 2 to 3 years

S before it can be completely
I

unfolded. Yet the retail space

converted from the former
cinema area of Pioneer Centre
has started to contribute income
to the Group from the beginning
of 2000, thereby offsetting the
downward pressure on the total
rental income of the Group. The
gross rental income generated
by the Group’s investment
property portfolio in 2000 was
$221 million, an increase of
5.1% from 1999.

Entrance of the New Wing of Pioneer Centre
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Commercial properties

The Group’s flagship property, Pioneer Centre, had been able
to retain most of the tenants upon tenancy renewal while
attracting new comers. Occupancy rate for the office sector
was 96.7% at the end of the year and that for the retail sector
was 94.7%. Total rental income generated by Pioneer Centre
was $178 million, 5.5% more than that of 1999.
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Continued improvement was noted in the occupancy rates of
Chong Kin Commercial Building and the 20th Floor of Argyle
Centre in the year 2000, which recorded at 94.1% and 87.8%
respectively as compared with 86.7% and 77.2% of 1999,
While the rental income from Chong Kin Commercial Building
recorded an increase of 3.6% from 1999, the rental income
from Argyle Centre registered a decrease of 5.5% due to the
drop in rental rate upon tenancy renewals.

The retail space at Sceneway Garden Arcade, Lam Tin
received the same rental of $14 million as last year.

The Sun Sing Theatre at Shatin Fun City was disposed of in

September 2000, giving rise to a small loss to the Group.

Residential properties

With the gradual growth in economic performance, the demand
for service apartments increased steadily throughout the year.
Occupancy rate of The Elgin reached 80% at the end of the
year and rental income generated from the property was $4.4

million, representing a 30.9% increase from 1999.

Car parks

With the removal of the airport and related businesses from
the area, demand for carparking spaces had dropped and
the carpark at Merit Industrial Centre in To Kwa Wan also
experienced a drop in income. Total income from the carpark
at Merit Industrial Centre was $3.2 million for the year, a drop
of 4.8% when compared with 1999. In accordance with the
licence agreement, income from the carpark at Manor Centre
for the year was $4.1 million, an increase of 4.6% from last

year.

PROPERTY DEVELOPMENT

Sales of the residential units at The Verandah Garden at 40-
42 Kung Lok Road, Kwun Tong remained slow. Given the
seemingly improving but still somewhat fragile economic
environment, people tend to reduce rather than increase debt.

Only 77.5% of the total flats were sold by the end of the year.
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Tender for the foundation work of the redevelopment site at 31
Robinson Road, Hong Kong had been awarded in November
2000 and expected to be completed in June 2001. The
proposed development is a luxurious residential building with
total gross floor area of around 126,000 sq. ft. The entire

development is scheduled to complete by the end of 2002.

PROPERTY MANAGEMENT

Country House Property Management Limited is a wholly-
owned subsidiary of Kowloon Development Company Limited.
During the year 2000, the company took up the management
of an elegant residential complex on The Peak as well as the
Group’s high-class service apartment block in Central - The
Elgin. The company’s portfolio is now extended to two office
buildings (Pioneer Centre and Chong Kin Commercial Building)
and four residential complexes (56 Plantation Road, Henredon
Court, Verandah Garden and The Elgin). A joint venture
company, Easy Living Property Management Limited, was
formed during the year and was approved by the Housing
Authority to bid for its Property Services Contracts under the
restricted tendering programme in November 2000. Under the
Housing Authority’s separate approval, Easy Living is also
eligible to take part in future open tenders of the Housing
Authority’'s Property Services Contracts. With the
aforementioned qualifications, Easy Living will actively bid for

the property management contracts of public housing estates.

INVESTMENTS IN LISTED SECURITIES

The Group continued to increase its shareholdings in The
Kowloon Motor Bus Holdings Limited during the year and
acquired an extra 4.41 million shares at a consideration of
$74.9 million, thereby increasing its percentage holding to 13%.
Total income received from the long-term listed investments in
2000 was $71.3 million, representing a growth of 28.6% over
1999 which was mainly due to the increase in dividend income
received from The Kowloon Motor Bus Holdings Limited as a
result of the Group’s additional acquisition made during the

year.
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Since the end of 1997, the Group acquired a portfolio of listed
shares, apart from the KMB shares, for long-term investment
at the cost of $56.7 million. The market value of the said
portfolio amounted to $70.5 million at 31 December 2000.

FILM DISTRIBUTION

During the year, Golden Princess Amusement Company Limited
continued to sell the film rights of its film library and obtained
a net profit of $0.56 million. Recently, the company received
numerous enquiries and offers to acquire its film rights.
Management anticipated a substantial increase in royalty
incomes in 2001.

FINANCIAL SERVICES

Established as a wholly owned subsidiary of Kowloon
Development Company Limited, Kowloon Development Finance
Limited is the finance arm of the parent group offering an
array of financial products to individuals and companies
ranging from property development, home mortgage, consumer
finance to share financing and public general offer.

Since its inception in 1994, the company has built up an asset
portfolio of $158 million with a stream of good earning results.
A profit of $3 million was generated to the Group in 2000.

SHOE-MAKING MACHINERY TRADING

KDC Prologue Limited became a subsidiary of Kowloon
Development Company Limited in 1995. The company acts as
sales agent for various well known Italian shoe-making
machinery manufacturers. In view of the exponential growth of
the shoe manufacturing machinery division, sales and service
centres were set up in Dongguan and Wenzhou to provide
better services to the Chinese clients. The shoe industry in
China experienced substantial growth in recent years and it is
now accounting for 55% of the world’s output. China’s entrance
to WTO is expected to further enhance the growth of this
industry. Due to the effective reforms by Management, the
Company’s result improved significantly this year. Its loss for
the year reduced from $10 million in 1999 to $1.2 million in
2000.
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SECURITIES BROKING

Lo Kin Fai & Company was established in 1922 by Mr Lo Kin
Fai. In 1994, the business of the company was transferred to
a newly formed limited company. In 1996, Kowloon
Development Company Limited acquired 40% shareholdings
of the limited company and its name was changed to “Kowloon
Development K F Lo Securities Limited”.

The company is principally engaged in securities investment
and stockbroking. The brokerage arm would maintain its
primary focus in the retail segment while strengthening its
resources to broaden the customer base to include more

institutional clients.

In light of the continued growth of online trading activities and
the growing population of internet users, the company is
planning for this development.

During the year, Kowloon Development K F Lo Securities

Limited contributed a profit of $5.1 million to the Group.

BUS OPERATION

Harvest City Ltd., a 50% owned associated company was
formed in late 1999 to undertake the Group’s investment in
public bus operation
in Mainland China
which commenced
in the year 2000.
Cooperative joint
ventures in Jilin and
Shenyang operate a
total of 12 bus

routes with a fleet of

445 buses, serving a
daily patronage of
over 400,000

Bus fleet owned by HK Macau Investment (Tianjin) Limited
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passengers. A new
cooperative joint
venture was formed with The Kowloon Motor Bus Holdings
Limited during the year with a fleet of 120 buses running 7



2 7% o] A Management Review of Operations

BRAR-BEREMIL XA
E-E-THEL RRREEEL
EELER kAEARNRTT
£—f— AERXFHE e

R-FTTF+-A=+—A %H

TR -FARZERER SEEHER
RELF-EEEGMEEFKE
BRzEES Y LESTESEEE
BZHMETER

BEERHES

R_ZEZEEZE=ZA E£BHEA
Enbridge Petroleum Exchange Inc
[The Exchangel 2 ¥Ti& B EEH
Z=tThRA#EZ REAEAEETT
The Exchange /5 B8 — b £ 8EIR 99 88
K238 & jH A 7] 2 —Enbridge Inc.fT
837 - The Exchangei® A & I & St i
ZEMREHE —ELE FE LETE
B2AREBR 5 W HEmEX
R RAR & B — WAIVERIIA K-
The Exchange fX 4 I £ K LA & B 48
ETRMESZFERAZ —-

The Exchange 7 h & 5 5 35 i — {6
SRR BREZ EE G- It
HARA PR BB A Mk 5 8%
EREZ BRAZHE B8 MEEX
K BE ° The ExchangelR IE & K % &
ZMERETEAHE FHRHIE
Hbh aEiREm SER RHEER-

A B Z FER% A BlEnbridge Inc.Z &
BIERRD - THIZ [ENB] 2B R e
AREMEEFR SRR IENBR] 2
7 5% 7 = BINasdaq National Market
EITR G

bus routes in Tianjin. The joint venture officially commenced

operation on 1 January 2001.

The Group’s cash investment in Harvest City amounted to $17.8
million as at 31 December 2000 and the company recorded a
profit of $1 million for the year under review. It is anticipated
that this investment will bring in steady retumns to the Group.
Management will continue to explore opportunities for further
expansion and has been making visits to various potential

cities in different Provinces in Mainland China.

INTERNET-BASED CRUDE OIL TRADING

In March 2000, the Group acquired a 30% equity interest in
Enbridge Petroleum Exchange Inc “The Exchange” by
subscribing for its new shares at a consideration of US$5
million. The Exchange was founded by Enbridge Inc., one of
the leaders in energy distribution and transportation in North
America. It employs state-of-the-art technology to provide a
secure platform for transacting business anonymously in real-
time, and with guaranteed commodity delivery and payment.
Since its formation in 1999, The Exchange has become the

leader in the internet-based crude oil trading market in Canada.

The Exchange fosters a liquid and efficient marketplace for
trading crude oil. This is achieved through instant access to a
wide market audience, price transparency and lower
administration and processing costs. The Exchange is now
supporting a large majority of Canada’s leading oil traders,

including refiners, producers and marketers.

The common shares of the parent company, Enbridge Inc. are
traded on the Toronto Stock Exchange in Canada under the
symbol “ENB” and on the Nasdaq National Market in the US
under the symbol “ENBR”.
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In September 2000, the Group further invested US$5 million
to subscribe for an additional 18% shareholdings in The
Exchange. The proceeds were used for The Exchange’s
business expansion, part of which was to fund the purchase
of OM2 software. OM2 is an electronic information exchange
for pipeline customers. This transaction is key to the
Exchange’s growth strategy which includes the addition of
applications and service related to the Exchange’s online
trading business. Benefits to the Exchange include the strong
revenue stream generated by OM2 operations, the opportunity
to grow sales through broader application of the OM2 system,
and the potential to market the OM2 software globally.

The Exchange changed its name to NetThruPut Inc in February
2001 and is planning to be listed on the Toronto Stock
Exchange in Canada.

IT INVESTMENT

The Group acquired a 26% equity interest in Asiasoft Hong
Kong Limited (“Asiasoft”) in August 2000 at a cost of $20
million, of which $17 million was used to subscribe for the
company’s new shares. The subscribed shares represented
22% of Asiasoft’s total issued share capital and the proceeds

will be used to fund the company’s future business expansion.
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Asiasoft Hong Kong Limited is a leading value-added
distributor and solution provider of many world-class IT
products in Hong Kong. Since its establishment in 1996,
Asiasoft has gained sound reputation in the IT field for its
niche products, unique solutions and high quality professional

services.

Asiasoft is currently the distributor of a number of leading IT
products covering four major areas: 1) Server based
Computing Technologies, 2) XML Techonologies, 3) Security
Technologies and 4) Networking and Internet Technologies.
Through the years, Asiasoft has established a strong
distribution network, hence enabling them to promote their
products and services to different market segments efficiently
and effectively. To complement the strong network, Asiasoft
also provide professional training and consulting services to
their alliance partners and distribution channels on various

implementation issues.

Asiasoft is also a solution provider of integrated document
management systems, workflow systems and integrated
messaging/telephony systems. With the sound knowledge and
years of experience in IT technologies, they have successfully
served various establishments in both the public and private
sectors. Asiasoft is capable of providing complete end-to-end
solutions to its clients; some of the more prominent projects
were in the area of professional document scanning and form
processing, signature verification, loan and credit card
processing, portal and B2B platform development, project and
operation outsourcing, COLD and EBPP. The engineering team
and consultants at Asiasoft are known for providing high quality
professional services in implementation, customization, training
and maintenance support.

DISTRIBUTION AND SALE OF FOOTWEAR

In late 2000, the Group acquired a 20% interest in Southern
Success Corporation, a leading retailer of fashionable ladies’
footwear and accessories, at a consideration of $45 million.
Its subsidiary, GRI Asia Ltd., holds exclusive wholesale and
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retail distribution rights for well-known footwear brands in a
number of countries in Asia, including Nine West, Enzo
Angiolini and NW Nine West. GRI Asia currently operates over
150 Nine West stores in Japan, Taiwan, Hong Kong, Singapore,
Malaysia and Thailand. The company also operates wholesale
business in China, Indonesia, Philippines, Macau and Korea.
Amongst all of its operation in Asia, the company recognizes
Japan, Taiwan and China as the major growth markets in the

coming years.

FINANCIAL INFORMATION

Fund Management

The Group had restructured its bank borrowings during year
2000 by partially refinancing its short-term borrowings with
medium-term bank loans.

As at 31 December 2000, the Group had a total of $427 million
undrawn banking facilities that would be sufficient for the

anticipated funding needs in the coming year.

Currency Exposure

Majority of the Group’s assets and bank borrowings are
denominated in Hong Kong dollars.

Overseas investments, namely, bus operation in Mainland
China, internet petroleum exchange in Canada, footwear
business in Asia constitute a small proportion of the Group’s
total assets. These investments are held for long term
purposes, aiming for steady return or capital gain. Most of
these investments are financed with internal funds. The Group’s
exposure to exchange rate movement is expected to be

insignificant.

Interest Rate Exposure

The Group has a relatively low debt to equity ratio of 20%. All
bank financing are arranged on a floating interest rate basis.
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As at 31 December 2000, the Group had not engaged in any

derivative for hedging against interest rate risk.

Management oversees the movement of interest rates very
closely and will take appropriate measures to minimize the

Group’s interest rate risks when considers necessary.

STAFF BENEFITS

Staff Remuneration and Training

As at 31 December 2000, the Group employed around 160
staff. Staff remuneration is reviewed annually by the
Management based on the staff's performance and prevailing
market conditions. The Group facilitates continual staff
improvement and development by providing various forms of

training.

Share Option Scheme

In order to enable the employees of the Group to participate
in the prosperity of the Company and to provide them with
incentives to contribute further to the success of the Company,
a share option scheme was approved by the shareholders on
19 June 2000 under which options may be granted to
employees of the Group, including the executive directors, to
subscribe for shares of the Company. The subscription price
will be determined by the Administrators of the scheme and
will not be less than 80% of the average of the closing prices
of the shares on The Stock Exchange of Hong Kong Limited
for the five trading days immediately preceding the date of
offer of the options or the nominal value of the shares,
whichever is the higher. The maximum number of shares in
respect of which options may be granted under the scheme
may not exceed 10% of the issued share capital of the
Company. On 18 December 2000, 39 options for a total of
15,150,000 shares, which will be exercisable during the period
from 1 January 2004 to 31 December 2008 at a subscription
price of HK$3.00 per share, were granted to and subsequently
accepted by the employees of the Group at senior levels or

with length of service for over 10 years.
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Company picnic on a sunny day A show of team spirit during rock climbing
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A guess game at the staff lunch
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Photo of the Group’s Chairman with the
winners of the Mahjong Competition
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Bowling activities organized by the
Company’s Recreation Club
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Provident Fund Scheme

The Group operates a defined contribution staff retirement
scheme (ORSO scheme) since 1 October 1994. The ORSO
scheme requires contributions to be made by both the
employer and its employees. Employees contribute 5% of their
basic monthly salary and the employer contributes 5%, 7.5%
or 10% of their basic monthly salary based on the length of
service of the employees. Pursuant to the new requirements
of the Mandatory Provident Fund Schemes Ordinance, the
ORSO scheme was modified and exemption was granted by

the Mandatory Provident Fund Schemes Authority in June 2000.

In view of the statutory requirement for every employer to
effect a mandatory provident fund scheme (MPF scheme), the
Group has set up a MPF scheme which adopted all the basic
scheme rules as prescribed by the Ordinance, except with
better top-up cover on the employee’s monthly earnings. All
the existing employees were offered an option to choose
between the old ORSO scheme or the new MPF scheme.
Effective from 1 December 2000, all new employees are

required to join the MPF scheme.

BIOGRAPHICAL DETAILS OF THE CHIEF
EXECUTIVES OF THE GROUP’S SUBSIDIARIES AND
ASSOCIATED COMPANIES

LO Chun Ming, Albert, aged 52, is the General Manager
of Country House Property Management Limited and joined
the company in 1998. Mr Lo has over 30 years of experience
in the property management field, including both public and
private sectors. Prior to joining Country House, Mr Lo worked
with the Housing Department for 28 years and FPD Saville
Property Management Limited for 2 years. Mr Lo is a member
of the Chartered Institute of Housing, a member of the Institute
of Administrative Management, a member of the Institute of

Real Estate Administration and a licensed estate agent.

SAE NIM Songhee, aged 57, is the General Manager of
Kowloon Development Finance Limited and joined the company
in 1994. Mr Nim has over 28 years of experience in commercial
and investment banks. Prior to joining the company, he held
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Kowloon Development Company Limited
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key positions at international banks. Mr Nim obtained his MBA
degree in California in the 70s, while in the U.S. he worked for
Singer Co. and US Leasing International Inc. as transportation
specialist and Sales Manager (Tax-shelter program)
respectively. He is also the Investment Manager of Kowloon
Development Company Limited and Director of KDC Prologue
Ltd.

LOUEY Wai Hung, Kathryn, is the Dealing Director and
Chairperson of Kowloon Development K F Lo Securities Limited.
She has over 35 years of experience in the securities business,
she was registered as a member of the Hong Kong Stock
Exchange in 1986. She is also a Director of Kowloon

Development Company Limited.

KWOK Tong Koi, is the Director and General Manager of
Harvest City Ltd. He has over 20 years of experience in public
transportation business, prior to setting up Harvest City, he
worked with Transmac S.A.R.L., the major bus operator in
Macau and Kei Sun Engineering Limited, the pioneer in China
bus operation. At Kei Sun he was specifically responsible for
the development of China business and set up the bus
operation at Dalian, Jilin and Yentai. Mr Kwok’s sound
experience and in-depth knowledge of the public transportation
business will be a valuable source for the company’s future
growth in the China bus operation. Mr Kwok is also a member
of CPPCC and an Honorary Citizen of Shenyang.

MACLEOD John A, is the President and Chief Executive
Officer of Enbridge Petroleum Exchange Inc (now renamed as
NetThruPut Inc). He joined the company in 1997. Prior to this
he was the Vice President of Crude Oil and Natural Gas
Marketing with Sceptre Resources Limited. He also gained
sound knowledge and experience in crude oil and natural gas
marketing through the key positions he held with Husky Oil, a
fully integrated petroleum company in Canada. Mr Macleod
was very much involved in the introduction and advancement
of strategic business initiatives while working for these industry
leaders. He brings to the company extensive knowledge of
energy trading, marketing and logistic. His understanding of
the petroleum industry and e-commerce has been instrumental
in the creation, development and rapid growth of The

Exchange.
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AU YEUNG David, is the Managing Director and founder of
Asiasoft Hong Kong Limited. Under his stewardship, Asiasoft
Hong Kong has developed into a well-known value added
distributor of a number of world-class IT products and solution
provider. Mr. Au Yeung has 13 years of experience in the IT
industry. Prior to setting up Asiasoft he worked with several
large organizations as Technical Manager and was actively
involved in sizable projects concerning document
management, workflow, form processing and integrated
messaging technologies. At Asiasoft, he mainly deals with
general management, new product and technology recruitment,
developing new solution and business growth planning. His
years of experience in the IT industry and strong connection
with different clientele has been and will continue to be
instrumental in bringing the company’s products and services
to new potential markets.

FANG Fang, Jeffrey, is the Chief Executive Officer of
Southern Success Corporation. He is highly recognized in the
fashion industry. Mr Fang possesses extensive experience in
both manufacturing and retailing of fashion products. He was
the CEO of Fang Brothers Knitting Ltd. before founding Toppy
International Ltd., operator of the well known fashion retail
concepts of Episode, Excursion, Episode Studio, Jessica,
Colour 18 and, from 1994 to 1997, Nine West. Under his
leadership, Toppy has extended its operation to 25 countries
in Asia, America and Europe with over 400 store locations.

In 1997, he detached the Episode Europe and Nine West Asia
operation from Toppy and grouped the two operations under
the newly founded Global Retail Inc. Episode Europe would
concentrate in apparel business in the European markets and
Global would focus on distributing Nine West shoes and
accessories in Asia through retail stores and wholesale
customer accounts.
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