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Pioneer Centre, being a prime grade commercial

building, is the landmark of Mongkok district.
G e T E £ 4B AR A P L

¥ % bl Bi | Review of Operations

RESULTS

The Group recorded a net profit of $161 million for 2002. A
breakdown of the profit attributable to shareholders
contributed by various business activities is shown in note 5
of the accounts on pages 59 to 62.

PROPERTY INVESTMENT

The leasing market has remained soft as both the local and
international economies remain sluggish. Despite a general
downward pressure on rental, occupancy of most investment
properties of the Group has remained satisfactory during the
year under review.

The Group disposed of two investment properties (Chong Kin
Commercial Building in Mongkok and retail space at Sceneway
Garden Arcade, Lam Tin with a combined rental income of $25.1
million) during the second half of 2001. In the first half of 2002 it
acquired retail space in the Commercial Podium of New Mandarin
Plaza in Tsimshatsui East, and retail shops in the shopping arcade
of Sino Centre in Mongkok which contributed $13 million rental
income to the Group in 2002. The gross rental income generated
by the Group’s investment property portfolio in 2002 was $183.6
million, a drop of 12.6% when compared with 2001.

Commercial properties

Pioneer Centre has been able to retain most of the tenants upon
tenancy renewal and to attract new tenants. As at 31 December
2002, occupancy rate for office space
moved up to 97.74% (2001: 95.43%),
while that for retail shops was 96.05%
(2001: 95.45%). However, despite
improvement in occupancy, total rental
income generated by Pioneer Centre
was $159.2 million in 2002, 7.5% less
than that of 2001 due to a fall in rental
rates upon renewal of some of the
major tenancies in both the office and
retail sectors in the second half of
2001.

As at 31 December 2002, occupancy of the 20th Floor of
Argyle Centre in Mongkok also moved up to 100% (2001:
95.26%). Due to the improvement in occupancy, rental income
increased to $2.6 million in 2002 representing an increase of
2.7% over that of 2001.
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Shops of Sino Centre located in the hottest spot in
Mongkok are most suitable for trendy and groovy items.
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The Bonham Mansion at 63 Bonham Road, Mid-levels.
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In March 2002 the Group purchased a
majority portion of the retail space on
the 1st Floor of the Commercial
Podium of New Mandarin Plaza in
Tsimshatsui East for $77 million
thereby creating a steady income
stream of around $0.7 million per
month. Occupancy of this new
investment was 79.25% as at the end
of 2002. The other new investment of
retail shops in Sino Centre, Mongkok
has been generating an income of about
$1.1 million per month since its
acquisition in June 2002 for $147
million. Its occupancy remained at a
satisfactory 94.3% at the end of 2002.

Residential properties

The Group acquired all 104 residential units of a 27-storey
building, now known as The Bonham Mansion, situate at 63
Bonham Road, Hong Kong at the beginning of 2003 for a
total consideration of $157.5 million. The residential units
have a total gross floor area of 62,712 sq.ft. and comprise
mainly units ranging from 567 sq.ft. to 639 sq.ft. which are
being renovated with completion scheduled for April 2003
following which they will be sold.

Occupancy of the Group’s block of serviced apartments, The
Elgin, in Central rose to 85% (2001: 55%) at the end of
December 2002 due to successful marketing strategy.
However, income generated in 2002 fell by 33.3% to $2.4
million by reason of lower rental rates and a fall in demand
from corporate clients pertinent to the generally weaker
market condition. Some apartments were renovated in 2002
in order to enhance rental value.

Luxurious serviced apartments of The Elgin at 51 Elgin Street, Central.
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Car park at Manor Centre,
Shum Shui Po.
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Car parks

Income generated from the car park at Manor
Centre, Shum Shui Po performed in accordance
with the licence agreement which was renewed
at the beginning of 2001 for a term of two
years at fixed rentals with sharing of turnover.
Total income from the car park at Manor
Centre rose by 4.6% to $4.1 million in 2002.

The ample supply of parking spaces created in
empty sites near the car park at Merit Centre in To
Kwa Wan has continued to affect income which dropped by 21.2%
to $2.2 million in 2002.

PROPERTY DEVELOPMENT

The Group acquired from Polytec a portfolio of property
interests at an aggregate cost of $857.1 million in April 2002.
The acquisition added approximately 2 million sq.ft. of
developable floor area to the Group’s property portfolio by
way of four sites at 12 North Street, Kennedy Town, Hong
Kong; in Tong Yan San Tsuen (Phases I and II), Yuen Long,
New Territories and at 377 Prince Edward Road, Kowloon
City, Kowloon together with the exclusive rights to develop
a real estate project at Ngau Chi Wan, Choi Hung, Kowloon.
These acquisitions are discussed further below.

Property Sales

Property sales by the Group in 2002 totalled $294.1 million
which included proceeds from the sale of 104 residential
units and 91 car parks of Phase I Recours La Serre at Yuen
Long completed in May 2002 and the remaining 9 residential
units and 15 car parks of The Verandah Garden at Kwun
Tong. No development properties were sold in 2001.

Progress of Development Projects

12 North Street, Kennedy Town

The 25-storey residential tower (gross floor area: about
34,365 sq.ft.) being developed on this site should be

topped-out before the middle of 2003 with completion
being scheduled for the latter half of 2003.

Development site at 12 North Street, Kennedy Town.
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Development site at 33 Ka Wai Man Road, Kennedy Town.

377 Prince Edward Road, Kowloon City

Construction of the superstructure of the 17-
storey residential tower (gross floor area: about
54,876 sq.ft.) with clubhouse and a 4-storey
car park commenced in June 2002 after land
premium had been agreed with Government.
Completion is scheduled for late 2003.

r Development site at 377 Prince Edward Road, Kowloon City.
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31 Robinson Road, Mid-Levels

This site is being developed into a 30-storey deluxe residential
tower (gross floor area: about 128,084 sq.ft.) with car park and
clubhouse facilities. Construction of the residential tower is now
underway, set for completion in the second half of 2004.

Ngau Chi Wan, Choi Hung

Situated at the eastern part of the Kowloon peninsula, the
site with a total site area of approximately 208,125 sq.ft.
will be developed into a large scale integrated commercial
and residential complex, comprising multi-storey residential
towers with garden and clubhouse facilities. The project is
still at the planning and design stage. Commencement of site
works is scheduled for the end of 2003.

33 Ka Wai Man Road, Kennedy Town

This residential

development project awarded to the

joint venture
Group by the Urban Renewal
Authority in August 2002 has a site of
around 7,850 sq.ft. which will be
developed into a residential tower with
car parks, a clubhouse and a sky
garden. Land premium is currently
under negotiation. Commencement of
site works is tentatively scheduled
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PROPERTY MANAGEMENT

Country House Property Management Limited, the Group’s wholly-
owned subsidiary company, manages a property portfolio of more
than 747,000 sq.ft. Country House Property Management Limited’s
49% owned associate, Easy Living Property Management Limited,
has continued to provide management services for 9,704 units in
Cheung Ching Estate and Cheung Hang Estate in Tsing Yi Island.
In November 2002, Easy Living Property Management Limited
was presented with The Best Property Service Company (PSC/
MBO) Award by the Hong Kong Housing Authority for its
management of the Cheung Ching Estate. Another associated
company, Modern
Living Property
Management

Property management staff of Country House monitoring

through a CCTV control system.
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Limited, commenced
in December 2002 to
provide management
services to Kwong
Fuk Estate with
6,192 units in Tai Po,
New Territories.

SECURITIES INVESTMENT

Returns from the Group’s long term investments dropped
substantially from $68.3 million in year 2001 to $2.2 million in
year 2002. This was almost entirely due to the decrease in dividend
income of $65.4 million from KMB shares which were distributed
to shareholders as a special interim dividend in June 2001.

During the year under review, the Group reconstructed its
overall investment portfolio, accumulating blue chip equities
for steady future return. Certain long term investments were
realized and a loss of $4.8 million (2001: $3.2 million) was
recorded while short term investments reported a profit of
$3.4 million (2001: $2.1 million).

The Hang Seng Index closed at 9,321.29 on 31 December 2002,
2,075.92 points lower than the year before. Owing to the current
adverse market sentiment, the Group intends to continue this
operation with an extremely conservative approach.
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FINANCIAL SERVICES

Kowloon Development Finance Limited’s money lending
business recorded $10.1 million in turnover during the year
under review. It has continued its mortgage business and to
provide financial support to purchasers of the Group’s
property developments in the form of second mortgages.
These business strategies have proved to be successful as a
profit of $1.9 million was recorded compared to a loss of
$0.5 million for the corresponding period last year.

FILM DISTRIBUTION

During 2002, Golden Princess Amusement Company Limited
contributed a net profit of $8.7 million to the Group (2001: $9
million). Apart from the granting of distribution rights of certain
popular films for traditional territories like United Kingdom,
France and North America, Golden Princess Amusement Company
Limited has revisited areas such as the Netherlands, Greece and
Cyprus in 2002 and been successful in concluding distribution
licences. The company will continue to explore distribution
opportunities in other territories for its film library, in particular
Scandinavia and the Eastern European countries.

DISTRIBUTION AND SALE OF FOOTWEAR

Southern Success Corporation, a wholesaler and retailer of
footwear, and a 20% owned associate of the Company, has
contributed $0.7 million to the Group’s profit, compared to
$0.8 million last year.

STAFF REMUNERATION AND TRAINING

The Group (excluding associated companies) employed around
130 employees at the year end date. The Group provides medical
benefits and retirement schemes to all employees who are
rewarded on a performance related basis. Apart from joining in-
house training courses, employees can also apply for sponsorship
when they enroll in job-related or professional training courses
to enhance their competence. The Company has a share option
scheme which was approved by shareholders on 19 June 2000
and details of which are shown in the section “Share Option
Scheme” of the Report of Directors on pages 26 to 28. However,
in light of changes made to Chapter 17 of the Listing Rules, the
Company will seek shareholders’” approval at an extraordinary
general meeting to be held on 21 May 2003 to terminate the
existing share option scheme and to adopt a new share option
scheme that fully complies with the Listing Rules.



