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SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(c)

(d)

Statement of compliance

These accounts have been prepared in accordance
with all applicable Statements of Standard Accounting
Practice (“SSAP”) 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. A summary of the significant accounting
policies adopted by the Group is set out below.

Measurement basis

The measurement basis used in the preparation of
the accounts is historical cost modified by the
revaluation of investment properties, and the marking
to market of certain investments in securities as
explained in the accounting policies set out below.

Basis of consolidation

The consolidated accounts include the accounts of
Kowloon Development Company Limited and all its
subsidiary companies made up to 31 December,
together with the Group's share of the results for the
year and net assets of its associated companies. The
results of subsidiary companies acquired or disposed
of during the year are included in the consolidated
income statement from or to the date of their
acquisition or disposal, as appropriate. All material
intercompany transactions and balances are
eliminated on consolidation.

A subsidiary company is excluded from consolidation
when the control is intended to be temporary and is
stated as a current asset at the lower of cost and net
realizable value.

Goodwill or capital reserve on consolidation

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
subsidiary companies:

— for acquisitions before 1 January 2001, positive
goodwill is eliminated against reserves and is
reduced by impairment losses (see note 1(l));
and
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

Goodwill or capital reserve on consolidation
(Continued)

— for acquisitions on or after 1 January 2001,
positive goodwill is amortized to the consolidated
income statement on a straight-line basis over
its estimated useful life. Positive goodwill is
stated in the consolidated balance sheet at cost
less any accumulated amortization and any
impairment losses (see note 1(1)).

In respect of acquisitions of associated companies:

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

— for acquisitions on or after 1 January 2001,
positive goodwill is amortized to the consolidated
income statement on a straight-line basis over
its estimated useful life. The cost of positive
goodwill less any accumulated amortization and
any impairment losses (see note 1(l)) is included
in the carrying amount of the interest in
associated companies.

Negative goodwill arising on acquisitions of subsidiary
companies and associated companies represents the
excess of the Group's share of the fair value of the
identifiable assets and liabilities acquired over the
cost of the acquisition. Negative goodwill is
accounted for as follows:

— for acquisitions before 1 January 2001, negative
goodwill is credited to capital reserves; and

— for acquisitions on or after 1 January 2001, to the
extent that negative goodwill relates to an
expectation of future losses and expenses that
are identified in the plan of acquisition and can
be measured reliably, but which have not yet been
recognized, it is recognized in the consolidated
income statement when the future losses and
expenses are recognized. Any remaining negative
goodwill, but not exceeding the fair values of the
non-monetary assets acquired, is recognized in
the consolidated income statement over the
weighted average useful life of those non-
monetary assets that are depreciable/amortizable.
Negative goodwill in excess of the fair values of
the non-monetary assets acquired is recognized
immediately in the consolidated income statement.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Goodwill or capital reserve on consolidation

(e)

()

(Continued)

In respect of any negative goodwill not yet recognized
in the consolidated income statement:

— for subsidiary companies, such negative goodwill
is shown in the consolidated balance sheet as a
deduction from assets in the same balance sheet
classification as positive goodwill; and

— for associated companies, such negative
goodwill is included in the carrying amount of
the interests in associated companies.

On disposal of a subsidiary company or an associate
company during the year, any attributable amount of
purchased goodwill not previously amortized through
the consolidated income statement 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.

Interest in subsidiary companies

Subsidiary companies, in accordance with the Hong
Kong Companies Ordinance, are companies in which
the Group, directly or indirectly, holds more 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.

In the Company's balance sheet, an investment in a
subsidiary company is stated at cost less any
impairment losses (see note 1(l)), unless it is acquired
and held exclusively with a view to subsequent
disposal in the near future or operates under severe
long-term restrictions which significantly impair its
ability to transfer funds to the Company, in which
case, it is stated at fair value with changes in fair
value recognized in the income statement as they
arise.

Interest in associated companies

An associated company is a company 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.

Unless the interest in an associated company is
acquired and held exclusively with a view to
subsequent disposal in the near future, an investment
in an associated company is accounted for in the
consolidated accounts under the equity method and
is initially recorded at cost and adjusted thereafter
for the post—acquisition change in the Group's share
of the associated company's net assets. The
consolidated income statement reflects the Group's
share of the post-acquisition results of the associated
company.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f)

(9)

Interest in associated companies (Continued)

The results of associated companies are included in
the Company's income statement to the extent of
dividends received and receivable, providing the
dividend is in respect of a period ending on or before
that of the Company and the Company's right to
receive the dividend is established before the
accounts of the Company are approved by the
directors.

In the Company's balance sheet, its investments in
associated companies are stated at cost less
impairment losses (see note 1(l)), unless it is acquired
and held exclusively with a view to subsequent
disposal in the near future or operates under severe
long-term restrictions that significantly impair its
ability to transfer funds to the investor, in which case,
it is stated at fair value with changes in fair value
recognized in the income statement as they arise.

Investment properties

Interests in land and buildings held for rental
purposes are recorded as investment properties and
are not subject to periodic charges of depreciation
except where the unexpired term of the lease is
twenty years or less. They have been valued annually
by an independent firm of professional surveyors on
an open market value basis assuming sale subject
to existing tenancies at the balance sheet date.
Changes in the value of investment properties are
dealt with as movements in the investment property
revaluation reserve. If the total of this reserve is
insufficient to cover a deficit on a portfolio basis, the
excess of the deficit is charged to the income
statement. Where a deficit has previously been
charged to the income statement and a revaluation
surplus subsequently arises, this surplus will be
credited to the income statement to the extent of the
deficit previously charged.

Upon disposal of investment properties, the related
portion of surpluses or deficits previously taken to
the investment property revaluation reserve is
transferred to the income statement. In the opinion of
the directors, the disposal of the revalued land and
buildings at their carrying value will result in capital
gains which are not subject to any tax liability.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Fixed assets

U]

(i)

(i)

(iiif)

Land, buildings and other fixed assets are stated
at cost less accumulated depreciation and
impairment losses.

Upon transfer of assets between categories of
assets due to change in use or intended use,
the cost of such an asset on transfer is deemed
to be the carrying value of the asset as stated
under its original classification. On the retirement
or disposal of the asset, any previous revaluation
reserve on the asset is transferred directly to
retained profits.

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 value of the asset
and are recognized as income or expense in the
income statement on the date of retirement or
disposal.

Amortization and depreciation

No depreciation is provided on investment properties
with an unexpired lease term of over twenty years.

Depreciation is calculated to write off the cost or
valuation of other fixed assets on a straight line basis
over their estimated useful lives as follows:

the carrying value of investment properties with
an unexpired lease term of twenty years or less
is depreciated over the remaining term of the
lease;

leasehold land is amortized over the remaining
term of the leases;

buildings and improvements thereto are
depreciated over the shorter of their estimated
useful lives of forty years and the unexpired
terms of the leases; and

other fixed assets are depreciated over their
estimated useful lives as follows:

Air conditioning plant, plant
and machinery, lifts

and escalators 10% p.a.
Furniture and fixtures, motor

vehicles, electronic data

processing equipment,

game machines and others 20% p.a.
Used game machines 40% p.a.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j) Leased assets

Leases of assets under which the lessee assumes
substantially all the risks and benefits of ownership
are classified as finance leases.

Leases of assets under which the lessor has not
transferred all the risks and benefits ownership are
classified as operating leases.

(i)

(ii)

Assets held for use in operating leases

Where the Group leases out assets under
operating leases, the assets are included in the
balance sheet according to their nature and,
where applicable, are depreciated in accordance
with the Group’s depreciation polices, as set out
in note 1(i). Impairment losses are accounted
for in accordance with the accounting policy as
set out in note 1(l). Revenue arising from
operating leases is recognized in accordance
with the Group’s revenue recognition policies,
as set out in note 1(q).

Operating lease charges

Where the Group has the use of assets under
operating leases, payments made under the
leases are charged to the income statement in
equal instalments over the accounting periods
covered by the lease term, except where an
alternative basis is more representative of the
pattern of benefits to be derived from the leased
asset. Lease incentives received are recognized
in the income statement as an integral part of
the aggregate net lease payments made.
Contingent rentals are charged to the income
statement in the accounting period in which they
are incurred.

(k) Investments in securities

(i)

Dated debt securities that the Group has the
ability and intention to hold to maturity are
classified as held-to-maturity securities. Held-to-
maturity securities are stated in the balance sheet
at amortized cost less any provisions for
diminution in value. Provisions are made when
carrying amounts are not expected to be fully
recovered and are recognized as an expense in
the income statement, such provisions being
determined for each investment individually.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

U]

Investments in securities (Continued)

(i)

(iif)

(iv)

Securities are presented as trading securities
when they were acquired principally for the
purpose of generating a profit from short-term
fluctuations in price. Trading securities are stated
in the balance sheet at fair value. Changes in
fair value are recognized in the income statement
as they arise. Costs of trading securities are
computed using the weighted average method.

All other securities are classified as non-trading
securities and are stated in the balance sheet at
fair value. Changes in fair value are recognized
in the investment revaluation reserve until the
security is sold, collected, or otherwise disposed
of, or until there is objective evidence that the
security is impaired, at which time the relevant
cumulative gain or loss is transferred from the
investment revaluation reserve to the income
statement.

Transfers from the investment revaluation reserve
to the income statement as a result of
impairments are reversed when the
circumstances and events that led to the
impairment cease to exist and there is persuasive
evidence that the new circumstances and events
will persist for the foreseeable future.

Profits or losses on disposal of investments in
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 income statement as
they arise.

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 recognized no longer
exists or may have decreased:

property, plant and equipment (other than
properties carried at revalued amounts);

interest in subsidiary companies and associated
companies (except for those accounted for at
fair value under notes 1(e) and (f)); and

positive goodwill (whether taken initially to
reserves or recognized as an asset).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

U]

Impairment of assets (Continued)
If any such indication exists, the asset’s recoverable
amount is estimated. An impairment loss is

recognized whenever the carrying amount of an asset
exceeds its recoverable amount.

(i)

(ii)

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 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).

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
recognized in prior years. Reversals of
impairment losses are credited to the income
statement in the year in which the reversals are
recognized.

(m) Properties under development

Properties under development are stated at cost
including borrowing costs capitalized, less any
provisions considered necessary by the directors.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(n)

Inventories

(i)

(ii)

(iif)

Properties held for sale

Properties held for sale are stated at the lower
of cost and the estimated net realizable value.
Net realizable value represents the estimated
selling price less costs to be incurred in selling
the properties.

Film rights

The costs of film rights charged to the income
statement are in proportion to film incomes
received/receivable during the year over the total
expected revenue from the films. Film rights are
stated in the accounts at cost less provision.

Other inventories

Other inventories are carried at the lower of cost
and net realizable value. Cost is calculated using
the first-in-first-out method and comprises all
costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their
present location and condition. Net realizable
value is the estimated selling price in the ordinary
course of business less the estimated costs of
completion and the estimated costs necessary
to make the sale.

When inventories are sold, the carrying amount
of those inventories is recognized as an expense
in the period in which the related revenue is
recognized. The amount of any write-down of
inventories to net realizable value and all losses
of inventories are recognized as an expense in
the period the write-down or loss occurs. The
amount of any reversal of any write-down of
inventories, arising from an increase in net
realizable value, is recognized as a reduction in
the amount of inventories recognized as an
expense in the period in which the reversal
occurs.

(o) Deferred taxation

Deferred taxation is calculated under the liability
method in respect of the taxation effect arising from
all material timing differences which are expected

with reasonable probability to crystallize in the
foreseeable future.

Future deferred tax benefits are not recognized unless

their realization is assured beyond reasonable doubt.
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EMER Lz e RN RIRER
HEERSLABBE -FRIFFLEH
ME R H 2 & R0 A s dE (BN
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BHEETMUER) TERERK
REE-

BREWAZER

AL B A BE ES A B l 2s R BE T
StEREEAAR (EA) 2AE
T AR W T E &R AR
T~

(i) EXHEZMEKA

BRIFHEEER R WamBt
RUEEMEARREZEE
BEHEZRUBEETIIZER
MEFHNEFREEREFER
RO TFTHOBEDIREK
B ERAER EREKRE
EFWFBE LA
MERNEEZ @t RN KE
FFERAERBEA

(i) fRE

P 2 U A T 1 MR B A AR A 3 ST
EUN

(iii) FE A

MBRATIREBEEFRTF
£ B R 42 B ) B f9DR AR -

(Expressed in Hong Kong dollars)

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(P)

(q)

Provisions and contingent liabilities

Provisions are recognized for liabilities of uncertain
timing or amount when the Company or the 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.

Recognition of revenue

Provided it is probable that the economic benefits
will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is
recognised in the income statement as follows:

(i) Rental income from operating leases

Rental income receivable under operating leases
is recognized in the income statement in equal
instalments over the accounting periods covered
by the lease term, except where an alternative
basis is more representative of the pattern of
benefits to be derived from the leased asset.
Lease incentives granted are recognized in the
income statement as an integral part of the
aggregate net lease payments receivable.
Contingent rentals are recognized as income in
the accounting period in which they are earned.

(i) Dividends

Dividend income from securities is recognized
when the right to receive payment is established.

(iii) Interest income
Interest income is recognized on a time

proportion basis throughout the life of the asset
concerned.
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i) AEBERERETSRIE TR 2K
%J‘E@%$ﬁﬁ§ff& SETEIR (WA
REIRR B) SRR R FT b 2 & 5t
Hﬂﬁﬁ(ﬁ%ﬂiﬁﬂﬂi DHERAEAG-
Wit REMBRARRBE AR Z
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Wt

H

BEBWAZME IR 2 &t IR R A
DAz WaEFFERAK.

(Expressed in Hong Kong dollars)

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q) Recognition of revenue (Continued)

(r

(iv) Sales of properties

Revenue arising from properties held for sale is
recognized upon the completion of the sale and
purchase transaction. Deposits and instalments
received on properties sold prior to the date of
revenue recognition are included in the balance
sheet under deposit received.

(v) Sales of developed properties

Revenue arising from developed properties for
sale is recognized upon the sale of property or
the issue of an occupation permit or a completion
certificate by the relevant government authorities,
whichever is later.

(vi) Sales of trading securities

Revenue from sales of trading securities is
recognized when the buyer takes legal title to
the securities.

(vii) Option premium

Option premium income is realized upon maturity
of the option contract.

(viii) Film right royalties

Film right royalties are recognized upon the
delivery of print copies, film negatives or other
materials.

(ix) Sales of goods

Revenue from sales of goods is recognized when
the goods are delivered to customers.

Dividends

In prior years, dividends proposed or declared were
recognized as a liability in the accounting period to
which they related. With effect from 1 January 2001,
in order to comply with SSAP 9 (revised) “Events
after the balance sheet date”, issued by the HKSA,
the Group recognizes dividends proposed or declared
as a liability in the accounting period in which they
are declared by the directors (in the case of interim
dividends) or approved by the shareholders (in the
case of final dividends). Consequently, dividend
income from subsidiary companies and associated
companies is recognized as income in the Company’s
income statement in the accounting period in which
they are declared.
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(LUB#EE)

(n

(s)

(t)

v)

EEETEHER (8)

BE (&)

HAET SRR AEBE A
RAIRZ-_ZEZE—F+-_A=+—H
2 EEFEDHEZ 87,078,2137T
(R=ZEEZEF+_A=+—H—
87,078,2137L) & 85,803,2137C
(R=ZEEZEF+_A=1+—H—
85,078,21370) " B EAE FT 251 2 It
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HESWAR
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BEEzMEL - AJEEMEAND
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HEAZFEHENKR@ETERA

S R

AENZINER B TIRR S B2
R EAB T ME AR
REENRRERE 2 LERGE
B TTAME R IR R B A
HERA-

Re%EY

ReSBEWLEES RIMEES
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(Expressed in Hong Kong dollars)

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r

(s)

(t)

(u)

(v)

Dividends (Continued)

As a result of this new accounting policy, the Group
and the Company’s net assets at 31 December 2001
have been increased by $87,078,213 (at 31
December 2000 — $87,078,213) and $85,803,213 (at
31 December 2000 - $85,078,213) respectively. There
is no impact on the Group’s profit attributable to
shareholders for the years presented. This 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 years.

Borrowing costs

Borrowing costs are expensed in the income
statement in the period in which they are incurred,
except to the extent that they are capitalized as being
directly attributable to the acquisition, construction
or production of an asset which necessarily takes a
substantial period of time to prepare for its intended
use or sale.

Option contract liabilities

Option contract liabilities arise when the Group writes
option contracts. Option contract liabilities held for
trading purpose are measured at fair value. Gains or
losses arising from the change in the fair value of the
liabilities are recognized in the income statement for
the period in which they arise.

Translation of foreign currencies

Foreign currency transactions during the year are
translated into Hong Kong dollars at the exchange
rates ruling at the transaction dates. Monetary assets
and liabilities in foreign currencies are translated into
Hong Kong dollars at the exchange rates ruling at
the balance sheet date. Exchange gains and losses
on foreign currency translation are dealt with in the
income statement.

Cash equivalents

Cash equivalents are short-term, highly liquid
investments which are readily convertible into known
amounts of cash without notice and which were within
three months of maturity when acquired. For the
purposes of the cash flow statement, cash equivalents
would also include advances from banks repayable
within three months from the date of the advance.
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(Expressed in Hong Kong dollars)

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Related parties

(x)

For the purposes of these accounts, parties are
considered to be related to the Group if the Group
has the ability, directly or indirectly, to control the
party or exercise significant influence over the party
in making financial and operating decisions, or vice
versa, or where the Group and the party are subject
to common control or common significant influence.
Related parties may be individuals or entities.

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.

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on a
reasonable basis to that segment. Segment capital
expenditure is the total cost incurred during the year
to acquire segment assets (both tangible and
intangible) that are expected to be used for more
than one year. Unallocated items mainly comprise
financial and corporate assets, loans, borrowings,
corporate and financing expenses and minority
interests.
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2 EX®

LEBEBRMENIFFREBRA M
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AMERHE FHFEEREMBEERRK
AO

FREEFEFRECHRZEEWASE
Bz BRI

(Expressed in Hong Kong dollars)

2

TURNOVER

Turnover represents income from property investments and
securities, proceeds from sale of properties, film
distribution and exhibition, interest income, revenue from
sale of goods, securities trading and other sundry income.

The amount of each significant category of revenue
recognized in turnover during year is as follows:

3 KBRBAER

BREABMENE, S (GEA) TS E:

(a) MBAE A

PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/
(crediting):

(a) Finance costs

MisE: AR ZBEERATS
BERTIGNEGE-

Note: Borrowing costs were capitalized at the prevailing
market interest rates.
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3 KRBIAIERN (&) 3 PROFIT BEFORE TAXATION (Continued)
(b) HAbEH (b) Other items

(c) AEEERE DR R AT 20 (c) The Group’s share of profits less losses for the year,
ERNTANEERTFEE  REIR before minority interests and after the declaration of
% B85 2,472,694 L (ZZEETF dividend, retained by the associated companies was
—3,948,8097T) ° $2,472,694 (2000 - $3,948,809).

(d) AEERESTEERAIZEHNERNE (d) The Group’s investment properties at Sceneway
ZEREMERERSRIURE—E Garden and Chong Kin Commercial Building were
AT=a8Ek—ERATNAEET disposed of during the year for a consideration of
HE - KMAEBEEMHERE LW $163 million and $158 million respectively. The
EHESEERH R ANT=8- disposals had resulted in a loss attributable to
+ETER—EBATAERTELZ shareholders, after taking into account a transfer of
EEERR2EE (Bt ABER related revaluation deficit, of $43.6 million and $199.5

EH@ER)- million respectively after selling and related expenses.



(K BRE )
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(a) ¥%28
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Notes on the Accounts “EE-55H

(Expressed in Hong Kong dollars)

4

SEGMENT INFORMATION

Segment information is presented in respect of the
Group’s business and geographical segments.
Business segment information is chosen as the primary
reporting format because this is more relevant to the
Group's internal financial reporting.

(a) Business segments




Kowloon Development
Company Limited
Annual Report 2001 IIJE I,E\ MTJ %.Ijz

hERB¥ERAT
yjayedofe) Notes on the Accounts
(LB E) (Expressed in Hong Kong dollars)
4 DEER (&) 4 SEGMENT INFORMATION (Continued)

(a) ¥¥K2%E (£) (a) Business segments (Continued)




(LB E)

4

DEER (B)
(a) RBDE (&)
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(Expressed in Hong Kong dollars)

4 SEGMENT INFORMATION (Continued)

(a) Business segments (Continued)




Kowloon Development
Company Limited
Annual Report 2001 IIJE I,E\ MTJ %I

hERBEERAA
“s3_srm Notes on the Accounts
(LB E) (Expressed in Hong Kong dollars)
4 DEER (£) 4 SEGMENT INFORMATION (Continued)
(b) Hbig %8 (b) Geographical segments

EXREHEERNTIREEE M Contribution to profit from operations by geographical
HOBEKERFNAEZ BRI E segments has not been presented as majority of the

HIFg - operating profit is derived in Hong Kong.
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5 EEREEEEME

(a)

ExMe

EEHMERTEE WS
M

(Expressed in Hong Kong dollars)

5 DIRECTORS’ AND MANAGEMENT’S
EMOLUMENTS

(a) Directors’ remuneration

Details of the emoluments of directors which include
executive directors, are as follows:

EEFMERRATERTZMEN M
ATt g E

The emoluments of the directors which include
executive directors fell within the following range:

(b)

HE-_ZT-H+-HA=+—0H1t
FE - BUIFRTEBIIRERS
D RIBEE EH£60,0000T (==
T4 —60,0007T) &£ 747,000
T (ZZEZTZTHF—-611,0000T) °

BEEFHMES

REARESHEMEES S BOE
EE(CTEEF W) EMEE
Rt 5@ RE-B T2 ES
(ZTTTE ——f1) BB
5T -

The directors’ fees and emoluments payable to
independent non-executive directors were $60,000
(2000 - $60,000) and $747,000 (2000 — $611,000)
respectively for their services for the year ended 31
December 2001.

(b) Individuals with highest emoluments

Of the five individuals with the highest emoluments,
four (2000 - four) are directors whose emoluments
are disclosed in note 5(a). The aggregate of the
emoluments in respect of the remaining one (2000 —
one) individual are as follows:
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6 BIE 6 TAXATION
(a) MR EREFTERAZHIEAN (a) Taxation in the consolidated income statement
T represents:

Bt N A 2 /B INELIE TH AR IR 1 Bl = Overseas taxation of the associated companies has
o EE B RELERE- been provided for at the applicable tax rates ruling
in the respective jurisdictions.

(b) FIIREEBBERAZHEBUOT: (b) Taxation in the balance sheets represents:

7 ERERRZEF 7 PROFIT ATTRIBUTABLE TO SHAREHOLDERS
JER RIS 2 B FEH F1,113,247,9867T Of the profit attributable to shareholders, $1,113,247,986
(ZZ=Z =4 —183,816,6087T (E75) ) (2000 — $183,816,608 as restated) has been dealt with in

EFFARRAFIRERA- the accounts of the Company.
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(LB E)

8

[ g=}

(a) EBBARFZRE

(b)

R-_ZEE—FRA-_+=H =
DRSNS ARREE 2 LB R
B EEANR_TZT—F A+ —
AEHAEI7THRA QT IRGDEEAR
NEBRGB - BRBER-ZTZT—F X
A+=Z=Rk BEERFAH#
1,128,145,488 T A I & &= 4 [ &
EREWETER (fiE24) -

RERERZRHBREL AR+ =
A=+—BZH®ERREE-

ERELMBRFECZRE RER
Tt ROR A

(Expressed in Hong Kong dollars)

8

DIVIDENDS

(a) Dividend attributable to the year

(b)

On 23 May 2001, the directors announced to
distribute the KMB shares held by the Company on
the basis of 4 KMB shares for every 37 of the
Company’s shares held on 11 June 2001. The KMB
shares were distributed on 13 June 2001 and the
relevant revaluation surplus of $1,128,145,488 was
transferred from the investment revaluation reserve
to the income statement (note 24).

The final dividend declared after the year end has
not been recognized as a liability at 31 December.

Dividends attributable to the previous financial
year, approved and paid during the year
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9 BRER 9 EARNINGS PER SHARE
(a) BREXEF (a) Basic earnings per share

(b)

(c)

TR E AR TR e 5 m ARk
W2 F7F1,058,212,435 T (— T Z
T4 —205,575,6067T) KA D 3%
172483,767,850x L@ (— 2 F
T4 — 483,767,8500% & iE ML) 5f
%o

BREFRR

TGRSR T iR e R T R AR
W2 F7F1,058,212,435 T (— T Z
T4 —205,575,6067T) AL AT
REB#EHEEE BT E B
A% # 1% 2 hN#E F 19 $0486,822,312
REBR (ZDZEEEZE F —
483,812,428 L WA ) 7T & °

Rt & B

(b)

(c)

The calculation of basic earnings per share is based
on the profit attributable to ordinary shareholders of
$1,058,212,435 (2000 - $205,575,606) and
483,767,850 ordinary shares (2000 — 483,767,850
ordinary shares) in issue during the year.

Diluted earnings per share

The calculation of diluted earnings per share is based
on the profit attributable to ordinary shareholders of
$1,058,212,435 (2000 - $205,575,606) and the
weighted average of 486,822,312 ordinary shares
(2000 - 483,812,428 ordinary shares) after adjusting
for the effects of dilutive potential ordinary shares in
respect of share options granted.

Number of shares

10 EEBIIE

(a)

ERETIR 2 B E) B

10 DEFERRED TAXATION

(a)

Movements in deferred taxation comprise:
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10 EEEHIE (&)

(b) BERIBAB s EZEA JIWMA
™~

(Expressed in Hong Kong dollars)

10 DEFERRED TAXATION (Continued)

(b) Major components of deferred tax liabilities are set
out below:

(c) FIFERIGEER 2 HEEM K
RARAEERLRTEHREE
BE I ARIEAMRE A KRBT
HEEEBZERZHAR:

(c) As the probability of crystallization is remote, certain
deferred tax assets of the Company and of the Group
are not accounted for in the accounts. The major
components of the unprovided deferred tax assets
are:
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11

B EEE

&

RABRME:

RZEE—F—-f—H
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EREE (fE24)
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RZEE—F
+=A=+—8

ERBHER
nE:

—TT—

— ==

AERFE
EHERD
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N
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F—A—H

RABRMGE:

—TT—

—< =

N
&
=}

BEHER (MiE2d)

B
i

F—HA—H

RZET—F
+=-A=+—-8

ERBHER
wE:

—TT—

KEEFE
T

R

F—HA—H

Group

Cost or valuation:

At 1 January 2001
Additions

Disposals

Revaluation deficit (note 24)

At 31 December
2001

Aggregate amortization
and depreciation:

At 1 January 2001

Charge for the year

Written back on disposal

At 31 December
2001

Carrying value:
At 31 December
2001

At 31 December
2000

Company

Cost or valuation:

At 1 January 2001
Additions

Disposals

Revaluation deficit (note 24)

At 31 December
2001

Aggregate amortization
and depreciation:

At 1 January 2001

Charge for the year

Written back on disposal

At 31 December
2001

Carrying value:
At 31 December
2001

At 31 December
2000

11 FIXED ASSETS

(Expressed in Hong Kong dollars)

REM*
Investment i £ Hit Gl
properties Land  Buildings Others Total
$°000 $°000 $°000 $°000 $°000
3,434,200 6,446 1,820 34,159 3,476,625
1,427 - - 251 1,678
(318,034) - - (3,748) (321,782)
(371,353) - - - (371,353)
2,746,240 6,446 1,820 30,662 2,785,168
- 528 244 29,703 30,475
- 97 52 2,289 2,438
- - - (2,968) (2,968)
- 625 296 29,024 29,945
2,746,240 5,821 1,524 1,638 2,755,223
3,434,200 5,918 1,576 4,456 3,446,150
2,930,000 - - 25,577 2,955,577
1,389 - - 204 1,593
- - - (1,530) (1,530)
(351,389) - - - (351,389)
2,580,000 - - 24,251 2,604,251
- = - 23,940 23,940
- - - 912 912
- - - (1,520) (1,520)
- - - 23,332 23,332
2,580,000 - - 919 2,580,919
2,930,000 - - 1,637 2,931,637
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AEERANDZ RENEE 078
S % 5 D RS HF BB B IR A A
RERAHE Y ANTER 22
—E+Z A=+ AL B

MEZKRAEXRBHEEIREES
g ES BRI BFREME
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(Expressed in Hong Kong dollars)

11 FIXED ASSETS (Continued)

(a) Analysis of cost or valuation:

(b) Analysis of carrying value of properties:

The investment properties of the Group and of the
Company were revalued at 31 December 2001 by
Vigers Hong Kong Limited, independent firm of
professional surveyors, on an open market value basis
assuming sale subject to existing tenancies.

The cost or valuation of the properties has been
apportioned between land, buildings and other assets
on the basis of estimates made by the directors.
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(LUB#EE)

11

RAEF% After 5 years
12 BREPYEHE
LR BB E In Hong Kong under
BREMELD long leases

BEEE (&)

(b)

MERBEZ DT (B

AEBEZEERERABREYE
RELFEMEKELB - HH R
SPRBAERE UAEEREOH
JEm R B TE B GRFEE
MEE A THEMNREXENE
BB - AEBRAEREFE
W REBEINEE WA

AEBBELCEXAERRZIEEY
¥V IRE B A 2,746,240,000 T

—EEEF —3,434,200,0007T) °
BEEEHERR Z EMEITEE
WRMEARE A 8,431,481 L (-2 Z
THE— 8,566,01970) MBEBZZE
€ A 7,750,203 T (ZEZ T
& — 6,387,996 7T) °

KARIBIEEERERBR ZIEEY
¥ ZIRM4{E A 2,580,000,000 7T
(ZZEZZ 4 —2,930,000,0007T) °
BECEHERBRZ EMETEE
VR EE A 2,432,742 T (ZEZE
LTHE —-2566,295 ) MARMZ A
HITE R 2,364,886 T (ZEEE
% —2,199,986 7T) °

TRABUEZ EXHMEAOME KR 2
ARZREHSEBEMOT:

R—FR Within 1 year
R—FZRFN After 1 year but
within 5 years

(Expressed in Hong Kong dollars)

11 FIXED ASSETS (Continued)

(b) Analysis of carrying value of properties: (Continued)

The Group leases out investment properties and
certain furniture and fixtures under operating leases.
The leases typically run for an initial period of several
months to six years. Some leases have provision of
option to renew by which time all terms are
renegotiated. Some leases have provision of turnover
rent. No turnover rent was received in both 2001 and
2000.

The gross carrying amounts of investment properties
of the Group held for use in operating leases were
$2,746,240,000 (2000 — $3,434,200,000). The gross
carrying amounts of other fixed assets of the Group
held for use in operating leases were $8,431,481
(2000 - $8,566,019) and the related accumulated
depreciation charges were $7,750,203 (2000 -
$6,387,996).

The gross carrying amounts of investment properties
of the Company held for use in operating leases were
$2,580,000,000 (2000 - $2,930,000,000). The gross
carrying amounts of other fixed assets of the
Company held for use in operating leases were
$2,432,742 (2000 - $2,566,295) and the related
accumulated depreciation charges were $2,364,886
(2000 - $2,199,986).

The total future minimum lease payments under non-
cancellable operating leases are receivable as
follows:

3 A
Group Company

2001 2000 2001 2000
$°000 $000 $°000 $'000
133,738 154,377 126,107 121,169
173,220 153,707 171,503 87,354
10,596 - 10,596 -
317,554 308,084 308,206 208,523

12 PROPERTIES UNDER DEVELOPMENT

-3

Group

2001 2000
$°000 $'000
477,568 414,062
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Notes on the Accounts Sse-sEw
(LB E) (Expressed in Hong Kong dollars)
13 MBI ER 13 INTEREST IN SUBSIDIARY COMPANIES

HB AR ZEZEELEERRER Loans to and from subsidiary companies are unsecured
TEEZER-FAAEFNBHIUNBRITERR and have no fixed terms of repayment. Interest is charged
FREEFHE- at bank lending rates and deposit rates.

FEMB AR B TR FES0() © Details of the principal subsidiary companies are shown

in note 30(a).

14 BE QR ER 14 INTEREST IN ASSOCIATED COMPANIES

BERTHERR T EER 2B REE Loans to associated companies are unsecured, interest
TEERER free and have no fixed terms of repayment.

B N B EE 1S TR B 7E30(b) © Details of the associated companies are shown in note
30(b).
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—ET-FFH Notes on the Accounts
(LB E) (Expressed in Hong Kong dollars)
15 BHEKRE 15 INVESTMENTS IN SECURITIES

KABRFERNEIRFR R ERE 5% During the year, the Company declared a special interim
REBEMWARDERARAFTE Z dividend in specie by way of distribution of 52,299,227
52,299,227 N & fh e 7 Ik TR R < KMB shares held by the Company. The market value of
NEBROHRZ=ZZEZEZEF+_A=+—H the KMB shares distributed to shareholders as at 31
2 W1{& 5957,075,854 T ° December 2000 was $957,075,854.
16 RIEER 16 LOANS AND ADVANCES

SHEEFBREERAEFPEN BIE Loans and advances comprise secured loans to
EEEREMERK. customers, staff housing loans and other loans.
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Notes on the Accounts —EER-FEH
(LB E) (Expressed in Hong Kong dollars)
17 7& 17 INVENTORIES

FEMETUMEIE FEAK. Properties held for sale are stated at net realizable value.
AEBERFUIEEAS LML AT ER Trading securities are listed in Hong Kong and are valued
Be at market value.

18 # B WK RN H B I K 18 TRADE AND OTHER RECEIVABLES
R+ A=+—H8 EEERKRZIRE The following is an aged analysis of trade receivables at
DT 31 December:

AEBRKRABERR —FHEE A Utility and other deposits of the Group and of the Company
IS R H iz e 5 Bl /5333,2237 (= of $333,223 (2000 — $1,293,739) and $148,943 (2000 —
TEEHF —1,293,73970) K 148,943 7T $279,843) respectively are expected to be recovered after
(ZZZZTF —279,8437L) ° more than one year.

RE B 7 E R 51 N FB 1T 5 384,9307T Debtors and prepayments of the Group of $384,930 (2000
(ZZTZTF —652,79170) FEHN —F - $652,791) are expected to be recovered after more than
& U E o one year.

AEBRTEPZFHAEHAAE=TAH- The Group allows an average credit period of 30 days to

its trade customers.
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Notes on the Accounts

(LUB#EE)

(Expressed in Hong Kong dollars)

19 EXBEMNRRREMEMRK 19 TRADE AND OTHER PAYABLES
RTZA=+—H EXENRZIRE The following is an aged analysis of trade payables at 31
DT December:
£8 A H
Group Company
2001 2000 2001 2000
$°000 $'000 $°000 $°000
7 B 2 5 0E H Not yet due or on demand 13,117 7,776 30 =
DR=1EA 2 H Due within 3 months 1,072 4,835 882 702
=Z=AAFH Due between 3 to 6 months 211 601 - =
B 7S 18 A 2 5 Due more than 6 months 155 717 - 68
&R ERIRR Trade payables 14,555 13,929 912 770
B REMEZES Rental and other deposits 32,115 43,682 28,252 29,353
H Al e IR 3R Other payables and accrued
EEtEM expenses 35,822 40,282 33,358 33,019
ANES Bills payable - 8,010 - -
HEaNEaRE Option contract liabilities = 1,593 = =
82,492 107,496 62,522 63,142
AEBEARAREHAN —FHRECZH Rental and other deposits of the Group and of the
7% R B iz & 5 5l /30,406,9727T (=& Company of $30,406,972 (2000 - $43,681,532) and
TZ4F—43,681,53270) }28,251,8047C $28,251,804 (2000 - $29,353,091) respectively are
(ZZEZEZFTF —29,353,0917T) ° expected to be refunded after more than one year.
AEBEARAREHR —FRENIE Creditors and accrued expenses of the Group and of the
IR R EFTE R o5& 600,0867T Company of $600,086 (2000 — $3,354,145) and $328,236
2 FFTF —3,354,14571 ) & (2000 — $1,504,825) respectively are expected to be
328,2367L (Z T T ZE F — 1,504,825 settled after more than one year.
TT) e
20 EHER(BER) 20 TIME DEPOSITS (PLEDGED)
RZZEZTF THERERRSmK In 2000, time deposits were pledged to financial
BUERERITER_ZZZEF+H institutions as margin for option contracts executed and
ST+ —BRIHIHEEN IRER- unexpired at 31 December 2000.
21 RERBLSEEY 21 CASH AND CASH EQUIVALENTS
55 A H
Group Company
2001 2000 2001 2000
$°000 $'000 $°000 $°000
EHER Time deposits 9,436 32,357 100 142
RIOTERERS Cash at bank and in hand 9,399 9,812 2,910 2,985
18,835 42,169 3,010 3,127




Kowloon Development
Company Limited

IIJE I,E\ Mﬂt AE-I Annual Report 2001

hEBEERAA
Notes on the Accounts g aguge

(LB E) (Expressed in Hong Kong dollars)

22 RTERREX 22 BANK LOANS AND OVERDRAFTS

Rt+-—_A=+—H8 BT ERNRBEZZ At 31 December, bank loans and overdrafts were
EEHIMAOT: repayable as follows:

TR BEYREEABRKRTLEN Bank loans and overdrafts were classified in the balance
sheets as follows:

23 SHARE CAPITAL




Kowloon Development
C Limited
/;Lﬁ;”il‘;?gégé?i 2001 bR T8 BT 5
2 R 2 A
“ET-F5H# Notes on the Accounts

(LB E) (Expressed in Hong Kong dollars)

24 RES 24 RESERVES
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Notes on the Accounts —EE-_EEH
(LB E) (Expressed in Hong Kong dollars)
24 f#ES (&) 24 RESERVES (continued)

R-ZEZ—F+-_A=Z+—HEREE Losses sustained in the accounts of the associated
NEREAERIHR R ERE ZEE companies at 31 December 2001 after minority interests
52,223,787 L (R_ZEZETF —A#H were $2,223,787 (2000 — retained profits of $1,518,507).
1,518,5077T) °

RZZEZ—F+-_A=+—H KARQAF Reserves of the Company available for distribution to
AED R TR EREZHEEB shareholders at 31 December 2001 amounted to
1,291,748,108 L (R _ZEZEZT F — $1,291,748,108 (2000 — $1,639,479,028 as restated).
1,639,479,0287T (&%) ) °
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(LB E) (Expressed in Hong Kong dollars)

25 BERERBERWETE 25 NOTES ON CONSOLIDATED CASH FLOW
STATEMENT

(a) BREAIEF L L FEBKEIRF (a) Reconciliation of profit before taxation to net cash
B2 R inflow from operating activities:
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Notes on the Accounts Cee_zau

(LB E)

25 REBREREBERME (&)

(b) RFEERMEMNEE 20

© TEFRERH

AR B FERE K K& IR 4B E
BE - AERBEBEMHFADIRA
NEEA 2 52,299,227 1L B %
7l BESEFAEI7TRA R R KD

ERERARNERED -
26 BEAREIE
R+ A=+—B A& ELERPHIK
TN Z B ARAENT:

(Expressed in Hong Kong dollars)

25 NOTES ON CONSOLIDATED CASH FLOW
STATEMENT (Continued)

(b) Analysis of changes in financing during the year:

(c) Major non-cash transaction

During the year, the Company declared and paid a
special interim dividend by way of the distribution of
52,299,227 KMB shares held by the Company in
specie in the proportion of 4 KMB shares for every
37 shares of the Company held.

26 CAPITAL COMMITMENTS

Capital commitments outstanding at 31 December not
provided for in the accounts were as follows:
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27 AEEE

R+ A=+—8 REELHEHRIR
HRZRREREBAEDT

(Expressed in Hong Kong dollars)

27 COMMITMENTS

Commitments outstanding at 31 December on future
development expenditure not provided for in the accounts
were as follows:

58
Group
2001 2000
$°000 $°000
BERFANHE Contracted for 36,820 43,216
LR ERAD AR Authorized but not contracted for
EEIENE 117,023 142,333

28 EXHEERE

RtZA=+—RA TABUEZE %A
EANMBEN 2 RERKERE AL

28 OPERATING LEASE COMMITMENTS

At 31 December, the total future minimum lease payments
under non-cancellable operating leases are payable as

N follows:
58
Group
2001 2000
$°000 $'000
R—F A Within one year 549 1,284
R—FEZERFR After one year but within five years - 122
549 1,406
29 RAREE 29 CONTINGENT LIABILITIES

AEBERZHBERNRMER FIL2
RITEFR BOREFELR=ZTHAEAT
BT (T -8) 2ER-R_F
E-F+_A=T-"HEERZHER
=THEER (ZZZETF—8)-

KA BZEH B AR LB 4R E ATE
BN ZBITER BEEZRERR
B #)1R BVEHL 325,352,0007C (—BEE
% —389,617,00070) 2R - KN =T Z
—F+ A=+ BEERZHEES
183,952,000t ( = & T T F —
278,513,4677T) °

The Group has given guarantees to banks/insurance
company in respect of bank facilities and a performance
bond granted to/entered into by certain associated
companies to the extent of $34.9 million (2000 — Nil).
These facilities were utilized to the extent of $34 million
(2000 — Nil) at 31 December 2001.

The Company has given guarantees to banks in respect
of bank loans, trade credit facilities and a performance
bond granted to/entered into by certain subsidiary
companies and associated companies to the extent of
$325,352,000 (2000 - $389,617,000). These facilities were
utilized to the extent of $183,952,000 (2000 -
$278,513,467) at 31 December 2001.
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30 MEREE QT 30 SUBSIDIARY AND ASSOCIATED COMPANIES

(a) NERXEERAFAZEEZEWEART (a) Details of the principal subsidiary companies of
HREBFEMK L FBEET: Kowloon Development Company Limited, all of which
are incorporated in Hong Kong, are as follows:
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30 MERBELQT (&)

XEEEERARZHEBL
BB F BT

AHR

(Expressed in Hong Kong dollars)

30 SUBSIDIARY AND ASSOCIATED COMPANIES

(Continued)

Details of the subsidiary companies of Manor House
Holdings Limited, all of which are incorporated in
Hong Kong, are as follows:

EREEEDE
Proportion of
nominal value
of shares held

HE %

Direct Indirect

100% -

100% -

100% -

100% -

100% —

- 100%

TEXK
Principal
activities

MEER
Property
management

HERE
Property
investment

ERE
Property
investment

HERE
Property
investment

HEERE
Property
investment

"EER
Investment
holding

Details of the subsidiary companies of Golden
Princess Amusement Company Limited, all of which
are incorporated in Hong Kong, are as follows:

B#TZ
EERRAMEE
TERE R Nominal
Principal value of
i R place of issued ordinary
Subsidiary company operation share capital
REMEEBRER AR BB $10,000
Country House Hong Kong
Property Management
Limited
TMEEXERAA BB $2
To Kwa Wan Properties Hong Kong
Limited
TRRER K &b $100,000
REERLQA Hong Kong
Tyleelord Development &
Agency Company
Limited
TMNEXRER DA BB $2
Un Chau Properties Hong Kong
Limited
BUEXAERAA BB $2
Units Properties Hong Kong
Limited
HEERFRAA BB $2
Union Way Management Hong Kong
Limited
SRFREBERABZHEBRRH
REBTMAL F1ELT:
ERfTZ
TEREHE ERRRAMEE
Principal Nominal value of
g N place of issued ordinary
Subsidiary company operation share capital
HERTEEBRAA BE $1,000,000
Cinema City Company Hong Kong
Limited
HMEREZEERRRAA BiE $5,000,000
Cinema City Hong Kong
(Film Production)
Company Limited
ERIBEFHEBERAA B $10,000
Golden Princess Film Hong Kong

Production Limited

EEEZREEESH
Proportion of
nominal value of
shares directly held

100%

100%

100%

TEXEK
Principal
activities

R T
Film
distribution

R BT
Film
distribution

T hHET
Film
distribution
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30 MERBE AR (£) 30 SUBSIDIARY AND ASSOCIATED COMPANIES
(Continued)

(b) NEREXEBERAFZHEANTFE (b) Details of the associated companies of Kowloon
wm Development Company Limited are as follows:
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31

32

33

B TRAKEE

AEFEZE B EHEKZ B TR
ElofbEr BB 2RI AR EFTE
KA HRZEeBIREGERETZ
EAGEUBEZADXFE - KFE
NE TEREHENZE T T oMM LUK
ZHEFBERLEBZFEERRA
335,608L (ZEZEZF —173,9577L) °
RAFZHEER SEWLERFERAZ
BWEHR - AFEANEB Z2EHRA
1,839,628 C (—ZZZE F — 1,938,022
JL) °

B8 58 b1 N TR 2 R BRI PT AR E 2 58
ez MR 160,322TT (T F —
B)RELERFBANRGFTERA-

BEEEA

RT+ZA=+—H AXEBZWEKFE
F 2B IR (E#3,057,568,000T (—
TEETF —1,777,833,000T) O IR EFE
GBI FRTUNERR FAEB 2 —
RiIETTEE-

BEXS

(a) RZEZE—FEtA=-+=8 XK
B AA B On-Net Investment
Limited ([On-Net]) 5] 32 —JE %
LRE-—FTEEZETLEHFEB
NetThruPut Inc. 48% x5 7 AN &
B [ff B 2 A Circuit Technology
Limited ° ZNA R AT EfEFRE B4R
BANKEEENRRRBFNTES
mAXEREIAE On-Net EE-
On-Net R KZER A EHA It
HHESEBEERZZZE—F+tA=
+T=AK WEHY—A T8
TEBRBREZ WS -AKERE
DEKELREER T -_F A
tHBERENEZTS 2B

PP EFEBE L HFBIN T —
FHtA-t=H@EXRXS—HE
NetThruPut] 2 2 A e

by RZEZE—FLA=+—8" &/
RIEARBZHERITEETETES
HZEFT L —EHHEUREBNLES
THEREERNEEEZBESE
RN R)40% 2 B% AN 7 25 o I T8 H &
EHER T —F+A=+—H
T WERHN T E T EEER
R EBE-FEEALITER-Z
T-F-_AtHBERENRESTE
B o

m el o>

(Expressed in Hong Kong dollars)

31

32

33

STAFF RETIREMENT SCHEME

The Group operates a defined contribution staff retirement
scheme. Contributions under the scheme are charged to
the income statement as incurred. The amount of
contributions is based on a specified percentage of the
basic salary of the eligible employees. Forfeited
contributions in respect of unvested benefits of staff
leavers utilized to reduce the Group’s ongoing
contributions during the year amounted to $335,608 (2000
- $173,957). There were no unutilized forfeited
contributions at the balance sheet date of both years.
The Group’s annual contribution for the year was
$1,839,628 (2000 — $1,938,022).

Contributions to the Mandatory Provident Funds of
$160,322 (2000 - Nil) as required under the Hong Kong
Mandatory Provident Fund Schemes Ordinance are
charged to the income statement when incurred.

PLEDGE OF ASSETS

At 31 December, properties and investments in securities
of the Group with an aggregate carrying value of
approximately $3,057,568,000 (2000 - $1,777,833,000)
were pledged to banks under fixed charges to secure
general banking facilities granted to the Group.

CONNECTED TRANSACTIONS

(a) On 28 July 2001, a subsidiary of the Company entered
into an agreement with On-Net Investment Limited
(“On-Net”) for the disposal of the Group’s subsidiary,
Circuit Technology Limited which holds 48% equity
interest in NetThruPut Inc. for a consideration of
US$10 million. Mr Ng Siu Chan, the then chairman
and managing director of the Company, and Mr
Anthony Ng, the then executive director of the
Company, are also director of On-Net. On-Net is
wholly owned by Mr Anthony Ng. This disposal was
completed on 23 July 2001 and resulted in a gain
attributable to shareholders of approximately $1.6
million. Mr Ng Siu Chan and Mr Anthony Ng had
both resigned from the board of directors of the
Company on 7 February 2002.

Details of the said investment disposal were set out
in the announcement of “connected transaction —
disposal of NetThruPut” dated 23 July 2001.

(b) On 31 July 2001, the Company entered into an
agreement with Mrs Louey Kathryn Wai Hung, the
then non-executive director of the Company, for the
disposal of the Group’s 40% equity interest in Kowloon
Development K. F. Lo Securities Limited for a
consideration of $9 million. This disposal was
completed on 31 July 2001 and resulted in a loss
attributable to shareholders of approximately $0.9
million. Mrs Louey Kathryn Wai Hung had resigned
from the board of directors of the Company on 7
February 2002.
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33 BEXRS (#)

34

35

LR EEBE FBHEN T —
FLtAZ+—BIEEXRS—HE
NEEREZSFBRAF40%E %
TR 2 AR

FERRSHE

(a)

(b)

(c)

RZEE-_F=ZANH AEEX
WEBARE L —EBiH#UAREN =
THEELREAREEREZE AT
YWBERAR ZMEEZ BT
EEEN -_TE_F=FHE
B WESHANTEBLEEERE
ZWase

RZZEZ-_F=RA+—H XRQF
BH K& ER DA Polytec
Holdings International Limited(
[Polytec) ) AT —EA G ZEE
a8 B 5 K B B Polytec B
2EMBRRAZAACZEITRAZE
FRXULERRER - ZBE2ENE
NAERERRLYEREAS
BREAFBAXFHERB 2BRER
B-HBREGHOHARNE—TRAE
=tETEEFESELRE I
WHEIRB BFARRZBIBRRR
ARERFLBRZFHRRAS L4

o

Lz RGFBER_-_TZT_F=
At—RBIRBELBER S —RE
MEED ] 2 RHRe

RZEE-_FZA-_+-H A&
BEREWB QR —EHRARE
tTLtEETEAERREWE It
HRGER - EZE-_F=ZA-_++
H 5T °

REAEZERAF

ARRBRFRZREES EERR
R-BEZE-FF+-_A=1+-BZ&HEE
BABDKRINRBRELES Z
Polytec Holdings International Limited °

(Expressed in Hong Kong dollars)

33 CONNECTED TRANSACTIONS (Continued)

Details of the said investment disposal were set out
in the announcement of “connected transaction —
disposal of 40% of the issued share capital of
Kowloon Development K. F. Lo Securities Limited”
dated 31 July 2001.

34 POST BALANCE SHEET EVENTS

35

(a)

On 6 March 2002, a subsidiary company of the Group
entered into an agreement for the disposal of the
Group’s entire interest in an associated company,
Harvest City Ltd., for a consideration of around $25
million. The transaction was completed on 6 March
2002 and resulted in a gain attributable to
shareholders of approximately of $0.6 million.

On 11 March 2002, the Company entered into a
conditional sale and purchase agreement with its
ultimate holding company, Polytec Holdings
International Limited (“Polytec”) to acquire directly
and indirectly the entire issued share capital together
with certain shareholders’ loans of several wholly-
owned subsidiaries of Polytec which own a portfolio
of property interests, including the exclusive
development rights relating to a real estate project in
Hong Kong. The aggregate consideration payable will
be approximately $816.3 million subject of an
adjustment payment by either party to the other. The
acquisition is subject to the approval of the
independent shareholders of the Company in the
extraordinary general meeting which will be held after
the issue of this annual report.

Details of the transaction were set out in the
announcement of “disclosable and connected
transaction — acquisition of interests in properties”
dated 11 March 2002.

On 22 March 2002, a subsidiary company of the
Group entered into an agreement to acquire an
investment property at a consideration of $77 million.
The transaction was completed on 27 March 2002.

ULTIMATE HOLDING COMPANY

Due to a change in the shareholding of the Company
during the year, the directors consider the ultimate holding
company at 31 December 2001 to be Polytec Holdings
International Limited, incorporated in the British Virgin
Islands.





