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GROUP RESULTS

The Board of Directors of Kowloon Development Company
Limited (“the Company”) announces that profit attributable
to shareholders of the Company and its subsidiary companies
(the “Group”) for the year ended 31 December 2002 was
$161 million. In 2001, the Company distributed by way of a
special interim dividend in specie of shares in The Kowloon
Motor Bus Holdings Limited (“KMB”), causing a significant
financial effect in the accounts of that year. As such, profits

AE B 1 70 R T AR A R 2 R R o A attributable to shareholders for the two years are not directly
comparable. The following is an analysis of the Group’s
adjusted profit from operations for the two years after taking
into account the said distribution:
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& E B Profit from operations 201.3 229.1 -27.8 (-12.1%)

o EFE AR Less: Dividends from KMB
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JUBE B B g 2 i B in 2001 included in the above = (65.4)
201.3 163.7 +37.6 (+23.0%)
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Profit from the sale of all the units of Phase I, Recours La
Serre, Yuen Long and the success in keeping the Group’s
cost base under control were the major contributors to the
$37.6 million or 23.0% rise in the Group’s profit from
operations.
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DIVIDENDS

The Board of Directors recommends the payment of a final
dividend of ¢20 (2001 :
ended 31 December 2002 to shareholders whose names appear

¢18) per share for the financial year

on the Register of Members of the Company on 21 May
2003. The proposed final dividend is expected to be paid on
22 May 2003 following approval at the Annual General
Meeting to be held on 21 May 2003. The final dividend
together with the interim dividend of ¢5 per share paid on 16
October 2002, gives an aggregate dividend of ¢25 per share
for the year, resulting in a total dividend payment of $120.9
million. The dividend per share paid in 2001 was $3.02
representing a special interim dividend in specie of 4 shares
of KMB for every 37 shares of the Company held (equivalent
to a dividend of $2.8 per share), a second interim dividend
of ¢4 and a final dividend of ¢18 per share.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed
from Tuesday, 13 May 2003 to Wednesday, 21 May 2003,
both dates inclusive, during which period no transfer of shares
will be registered. To qualify for the final dividend, all
transfers accompanied by the relevant share certificates must
be lodged with the Company’s Registrars, Computershare
Hong Kong Investor Services Limited, at Shops 1712-6, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:00 p.m. on Monday, 12 May
2003.

CHANGE OF CONTROL AND MANAGEMENT

Intellinsight Holdings Limited (“IHL”), a wholly-owned
subsidiary of Polytec Holdings International Limited
(“Polytec™), acquired 51.5% of the shares of the Company
on 18 December 2001 and made a mandatory unconditional
cash offer for the remaining shares and share options of the
Company in January 2002. Although less than 25% of the
shares of the Company were in public hands when the offer
closed on 7 February 2002, IHL reduced its holding in the
Company by May 2002 to 353,023,083 shares or 72.97% by
way of a series of placing of shares to independent third
parties, thereby fulfilling the minimum public float
requirement of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (“Listing
Rules”).
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Reflecting the change of control of the Company, 9 new
directors, including myself, were appointed on 16 January
2002 and all except one of the former directors had resigned
by April 2002.

BUSINESS REVIEW

Since the change of management in the beginning of 2002,
the Group’s business has focused mainly on property
development and investment.

In line with the Group’s new business focus, the Group
disposed of its 50% interests in Harvest City Limited, a
company engaged in the provision of bus services in China,
at a consideration of $25.5 million in March 2002, and also
its 80% interest in KDC Prologue Limited, which was engaged
in shoe-making machinery trading, in July 2002 at a nominal
value.

During the year, the Group increased the developable floor
area of its landbank by approximately 2 million sq.ft. (for
residential or retail and residential development) through the
acquisition of a portfolio of property interests at an aggregate
cost of $857.1 million from Polytec. The transaction, being
both a discloseable and connected party transaction, was
approved by independent shareholders on 15 April 2002. This
substantial increase in size of the landbank has secured
opportunities for development and expansion for the next
four to five years. Furthermore, in August 2002, the Group
was awarded a joint venture residential project by the Urban
Renewal Authority for a site at 33 Ka Wai Man Road,
Kennedy Town with over 78,000 sq.ft. developable floor area.

Apart from the above, the Group has also actively expanded
its portfolio of quality investment properties by acquiring
retail space in the Commercial Podium of Mandarin Plaza
(also known as New Mandarin Plaza) in Tsimshatsui East in
March 2002 and retail shops in the shopping arcade of Sino
Centre, Mongkok in June 2002.

A substantial portion of the Group’s profit arises from steady
and recurring rental income from the Group’s investment
properties. The investment property portfolio consists of
574,000 sq.ft. of retail, office and residential properties as
well as over 300 carparking spaces.
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Net profits from property development for 2002 related
primarily to the completion and sale of 104 residential units
and 91 carparking spaces of Phase I of Recours La Serre in
Yuen Long.

PROSPECTS

In light of the global economic downturn, continuing high
rate of unemployment and deflation, Hong Kong is now facing
unprecedented challenges. Global economic volatility is
expected to continue to affect the economy of Hong Kong.
Amidst these difficulties, the Group’s management team and
employees are ready to face the challenges ahead with
confidence and dedication, and to explore new business
opportunities for future growth.

With steady rental income from investment properties, the
Group will strive to ensure that the occupancy of its
investment properties is maintained at a satisfactory level.
With regard to property sales, residential units of The Bonham
Mansion at 63 Bonham Road will be launched to the market
at an appropriate time in the first half of 2003; while the
residential project at 12 North Street, Kennedy Town will be
completed in the 4th quarter of 2003 and its units will be
offered for sale in the market in the latter half of the same
year. The Group will also continue to strengthen its portfolio
of development and investment properties by acquiring
properties with good development potential or steady returns.

Despite unfavourable conditions, the Group has been able to
achieve a satisfactory performance for the year under review.
I would like to take this opportunity to extend my heartfelt
thanks to my fellow Directors and all staff members of the
Group for their hard work and support during the year.

Or Wai Sheun

Chairman

Hong Kong, 9 April 2003



