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BE 6 B} 51 | Notes on the Accounts

(L ¥ 5 ) (Expressed in Hong Kong dollars)

SIGNIFICANT ACCOUNTING POLICIES
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 of 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.
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(d)

(e)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Goodwill or capital reserve on consolidation

Goodwill arising on consolidation represents the excess
of the cost of the acquisition of subsidiary and associated
companies over the Group’s share of the fair value of
the identifiable assets and liabilities acquired at the date
of acquisition.

Goodwill arising from acquisitions on or after 1 January
2001 is amortized to the consolidated income statement
on a straight-line basis over its estimated useful life.

For acquisitions before 1 January 2001, goodwill is
eliminated against reserves and is reduced by impairment

losses.

On disposal of a subsidiary company or an associated
company during the year, any attributable amount of
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 impairment
losses (note 1 (m)).
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(L ¥ 5 ) (Expressed in Hong Kong dollars)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
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.

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.

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 as at balance sheet date.

In the Company’s balance sheet, its investments in
associated companies are stated at cost less impairment
losses (note 1(m)).

Interest in joint ventures

A joint venture is a contractual arrangement whereby
the Group and other parties undertake an economic
activity which is subject to joint control.

Jointly controlled assets are assets of a joint venture
over which the Group has joint control with other
venturers in accordance with contractual arrangements
and through the joint control of which the Group has
control over its share of future economic benefits earned
from the assets.
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(g)

(h)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Interest in joint ventures (continued)

The Group’s share of jointly controlled assets and any
liabilities incurred jointly with other venturers are
recognized in the balance sheets and classified according
to their nature. Liabilities and expenses incurred directly
in respect of its interests in jointly controlled assets are
accounted for on an accruals basis. Income from the
sale or use of the Group’s share of the output of the
jointly controlled assets, together with its share of any
expenses incurred by the joint ventures, are recognized
in the income statement when it is probable that the
economic benefits associated with the transactions will
flow to or from the Group.

Properties

(i) 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 calculated by
reference to net rental income allowing for
reversionary income potential. 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.
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1 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(h) Properties (continued)

(i)

(i)

Investment properties (continued)

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.

Land held for future development

Land held for future development is stated at cost
less impairment losses (note 1(m)). No amortization
is provided in respect of land held for future
development.

(iii) Land and development rights

(iv)

Land and development rights are stated at cost

including borrowing costs capitalized less

impairment losses (note 1(m)).

Properties under development

Properties under development are stated at cost,
including borrowing costs capitalized, aggregate
costs of development, materials and supplies, wages
and other expenses, less impairment losses (note 1

(m)).

(i) Land, buildings and other fixed assets

Land , buildings and other fixed assets are stated at cost

less accumulated depreciation and impairment losses
(note 1(m)).
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)]

(k)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
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. The
capitalization rate is arrived at by reference to the actual
rate payable on borrowings for development purposes
or, with regard to that part of the development costs
financed out of general working capital, to the average
rate thereof.

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;

— 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 and others 20% p.a.
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1 SIGNIFICANT ACCOUNTING POLICIES

(continued)

() Investments in securities

()

(i1)

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.

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.

(iii) All other securities are classified as non-trading

(iv)

(v)

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 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.
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1

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(m) Impairment of assets

(n)

At the balance sheet date, the Group reviews the carrying
amounts of its assets and positive goodwill to determine
whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to
its recoverable amount. An impairment loss is recognized
as an expense immediately, unless the relevant asset is
carried at revalued amount, in which case the impairment
loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, so that the increased
carrying amount does not exceed the carrying amount
that would have been determined had no impairment
loss been recognized for the asset in prior years. A
reversal of an impairment loss is recognized as income
immediately, unless the relevant asset is carried at
revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.

Inventories

(i) 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.

(ii) 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.
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1 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Inventories (continued)

(iii) 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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(p)

(q)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
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
recognized 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.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Recognition of revenue (continued)

(ii) Sales of properties
Revenue arising from sale of properties is recognized
upon the execution of a binding sale agreement or
when the relevant occupation permit is issued by
the respective building authority, whichever is later.
Payments received from the purchasers prior to this
stage are recorded as deposits received on sale of
properties in the balance sheet.

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

(iv) Option premium

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

(v) Film right royalties

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

(vi) Interest income

Interest income is recognized on a time proportion
basis throughout the life of the asset concerned.

(vii) Dividends

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

(viii) Sales of goods

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

(continued)

Dividends

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).

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 and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in
value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on demand
and form an integral part of the Group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the cash flow statement.

Leases

Leases of assets under which the leasee 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
of ownership are classified as operating leases.
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(L ¥ 5 ) (Expressed in Hong Kong dollars)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

(i) Assets held for use in operating leases

When 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 policies, as set out in note 1(k).
Revenue arising from operating leases is recognized
in accordance with the Group’s revenue recognition
policies, as set out in note 1(q).
(ii) 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.

Related parties

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 other 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.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Segment reporting (continued)

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.

TURNOVER

Turnover represents income from property and securities
investments, net proceeds from sale of properties, film
distribution income, 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 the year is as follows:

2002 2001

$°000 $°000

A4l A Rental income 183,586 210,126
Y E Sale of properties 294,058 -
wsEE Securities trading 75,911 39,700
% R Film right royalties 16,429 24,179
FLE WA Interest income 11,193 15,094
i 2 Dividends 4,015 68,218
B e Sale of goods 2,749 28,661
HAth Others 3,216 11,918
591,157 397,896
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(L ¥ 5 ) (Expressed in Hong Kong dollars)

DISCONTINUED OPERATIONS

Due to the continuing disappointing performance of the
business of trading of goods, the operations have been
discontinued since 2001. The subsidiary company
operated the business was subsequently disposed of in
July 2002 with an insignificant gain to the Group. The
results and other financial information of the
discontinued operations were as follows:

EES
HoAt W A

r B A
A K8 7 22 1
S 5 I AR

R i i s 15
BiIH

R i 1% i 1

BT RE B & F A
& IE B AT 15 B & T
AVEIEH (rke) B ig
W& F 3

Turnover

Other revenue

Cost of inventories
Other operating expenses

Finance costs

Loss before taxation
Taxation

Loss after taxation

Net cash used in operating activities

Net cash from investing activities

Net cash (used in)/from financing
activities

2002 2001
$°000 $°000
2,749 28,661
303 1,105
(2,723) (28,521)
(427) (5,179)
(98) (3,934)
(1) (403)
(99) (4,337)
(99) (4,337)
(222) (7,643)
7 114
(1,930) 6,280
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(LI WGt ) (Expressed in Hong Kong dollars)

4 BRBLT £ A 4 PROFIT BEFORE TAXATION
R RSt N e Profit before taxation is arrived at after charging/
IH - (crediting):
(a) BAHSHLA (a) Finance costs
2002 2001
$°000 $°000
RAT B KB SRS Interest on bank loans and overdrafts 29,260 36,645
B 48 TR A U Less: Amount capitalized
(i) (Note) (19,438) (19,957)
9,822 16,688
o AL R A 2 Less: Interest expense included as
#HZ A EE A other operating expenses (2,242) (6,652)
7,580 10,036
B FE - B0 BUAS 2 AE B R AR T i I T 3 A At Note: Borrowing costs were capitalized at the prevailing market
B o interest rates.
(b) HAtIHH (b) Other items
2002 2001
$°000 $°000
1% B fil 2 Auditors’ remuneration 780 1,078
[ b 7 T A E 2 Operating lease charges for land
BEMEBEEA and buildings and other assets - 524
BEMR B R MR YE A K Provision for bad and doubtful debts
S Wkt and bad debts written off 701 7,789
12 & A (8 B AL B Amount of inventories written
T E 2 2 BERUR down to net realizable value - 10,028
B [l E & E 2 1R Loss on disposal of fixed assets 102 622
REBEHEZEX(NE Rentals receivable under operating
Jr A5 2 JE Wi FH 4 leases less outgoings (172,095) (192,513)
FH 4 A Rental Income (183,586) (210,126)
W S Less: Outgoings 11,491 17,613
b HERERA Income from listed securities (4,070) (68,299)
F EHREEHRERA Income from unlisted securities (6,790) (1,400)
i S A7 B Y A 43 () Provision for slow moving stock
written back (191) (4,207)
39 IR YEE A 3% [l Provision for bad debts written back (385) -
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(L ¥ 5 ) (Expressed in Hong Kong dollars)

PROFIT BEFORE TAXATION (continued)

The Group’s share of profits less losses for the year,
before minority interests and after the declaration of
dividend, retained by the associated companies was
$1,302,175 (2001: $2,472,694).

In 2001, the Group’s investment properties at Sceneway
Garden and Chong Kin Commercial Building were
disposed of for a consideration of $163 million and $158
million respectively. The disposals had resulted in a loss
attributable to shareholders, after taking into account a
transfer of related revaluation deficit, of $43.6 million
and $199.5 million respectively and after selling and
related expenses.

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.
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Turnover for :
Continuing operations
Discontinued operations

Total

Contribution from operations :
Continuing operations
Discontinued operations

Unallocated group expenses

Profit from operations

Finance costs

Share of profits less losses of
associated companies

Profit on disposal of investment
in a subsidiary company

Profit on disposal of investment
in associated companies

Impairment loss on goodwill of
an associated company
previously charged against
investment revaluation reserve

Loss on disposal of investment
in non-trading securities

Profit before taxation
Taxation

Profit after taxation
Minority interests

Profit attributable to shareholders

Segment assets
Investment in associated companies
Unallocated

Total assets

Segment liabilities
Unallocated

Total liabilities

Capital expenditure incurred
during the year
Unallocated

Total capital expenditure
incurred during the year

B

Consolidated

$°000

588,408
2,749

5 SEGMENT INFORMATION (continued)

(a) Business segments

hRBE WEREE

Property

Property

investment development

$°000

183,586

$°000

294,058

2002

EHE

[i2%4

Investments
in WHHH
non-trading  Securities
securities trading
$°000 $°000

2,815 78,322

BREL
Film
distribution
$°000

16,429

HER M
Trading
of goods

$°000

13,198

591,157

183,586

294,058

2,815 78,322

16,429

13,198

219,361
98)

(18,010)

201,253
(7,580)

2,373

49

(4,000)

(4,792)
187,892
(25,326)
162,566

(1,541)
161,025

5,275,586

29,734
26,875

5,332,195

672,148
1,409,255

2,081,403

1,435,961
285

1,436,246
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173,930

3,073,485

55,476

234,317

1,926,500

459,047

1,201,628

2,701 1,956

(4,792)

56,070 55,409

10,902

7,551

13,572

(104)

49

4,617

2,373

589

(4,000)

156,571
29,734

143,534
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Turnover for :
Continuing operations
Discontinued operations

Total

Contribution from operations :
Continuing operations
Discontinued operations

Unallocated group expenses

Profit from operations

Finance costs

Share of losses less profits of
associated companies

Profit on disposal of investment
in associated companies

Impairment loss on goodwill of
an associated company
previously charged against
investment revaluation reserve

Impairment loss on investment
in an associated company

Loss on disposal of investment
in non-trading securities

Loss on disposal of
investment properties

Investment revaluation
reserve transferred upon
distribution of KMB shares

Stamp duty incurred for
distribution of KMB shares

Profit before taxation
Taxation

Profit after taxation
Minority interests

Profit attributable to shareholders

Segment assets
Investment in associated companies
Unallocated

Total assets
Segment liabilities
Amount due to associated companies
Unallocated
Total liabilities
Capital expenditure incurred
during the year

Unallocated

Total capital expenditure
incurred during the year

g2 A
A

Consolidated
$°000

369,235
28,661

BE 6 B} 51 | Notes on the Accounts

(L5 ¥l 5) (Expressed in Hong Kong dollars)

5 SEGMENT INFORMATION (continued)

(a) Business segments (continued)

WERE
Property
investment
$°000

210,126

E Y
Property
development
$°000

2001
FEH
wAERE
Investments
in
non-trading
securities
$°000

Securities
trading
$°000

distribution
$°000

41,163 24,179 =

28,661

397,896

210,126

76,541

41,163 24,179 28,661

17,226

268,760
(3,934)
(35,729)

229,097
(10,036)

(416)

688

(1,967)
(3,157)

(243,119)

1,128,145

(3,013)

3,463,125
52,156
27,996

3,543,277

139,165
15
256,980

396,160

54,973
204

55,177

193,876

(243,119)

2,758,424

45,649

1,431

(9,931)

512,474

1,747

43,550

69,357

(3,157)

1,128,145

(3,013)

68,891

9,949

4,949 12,199

(3,976)

29,925 11,802 3,105

10 11,754 1,918

(1,690)
42

78,087
15
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(LI WGt ) (Expressed in Hong Kong dollars)
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5 SEGMENT INFORMATION (continued)
(b) Geographical segments

ENEEZ
¥ S il

Capital expenditure

HEBER 7 B incurred during

Group turnover Segment assets the year
2001 2002 2001 2002 2001
$°000 $°000 $°000 $°000 $°000

331,874 5,238,893 = 3,432,767 1,436,246 55,134

26,521 17,321 11,360 - 43
30,695 3,622 11,877 - -
8,384 15,750 7,121 - -
422 - - - -

2002

$°000

Hong Kong 558,832
Asia 3,168
North America 12,201
Europe 16,676
Others 280
591,157

397,896 5,275,586 @ 3,463,125 1,436,246 55,177

2.

AT B & > Hhi s
JiiVE 2 B RAASTESI B o

o R A PILRE R 4

M

N AT E S B RN

T

EHEE
e B Sz i B

INTE 4 it 2%

Contribution to profit from operations by geographical
segments has not been presented as majority of the
operating profit is derived in Hong Kong.

6 DIRECTORS’ AND MANAGEMENT’S
EMOLUMENTS

(a) Directors’ remuneration

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

2002 2001

$°000 $°000

Directors’ fees 700 529

{E 4L Performance related bonuses 125 7,483
Salaries and allowances 2,615 6,967

Provident fund contributions 139 559

3,579 15,538
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HH R EMN A () 6 DIRECTORS’ AND MANAGEMENT’S
EMOLUMENTS (continued)

M () (a) Directors’ remuneration (continued)
SN A A AT I B i A T The emoluments of the directors which include executive
it 4 [E - directors fell within the following range:
2002 2001

$0 - $1,000,000 24 12
$1,000,001 — $1,500,000 1 -
$1,500,001 — $2,000,000 - _
$2,000,001 — $2,500,000 - 2
$2,500,001 — $3,000,000 - 1
$3,000,001 — $3,500,000 - -
$3,500,001 — $4,000,000 - 1
ME_FEXZ-_F+_H=1+—HIL4¥F The directors’ fees and emoluments payable to
B > oL IF AT 2 I 4 LIRS 43 Bl 4H independent non-executive directors were $400,000
HUHE 2 M 4 400,00000 (= FF — 4 - (2001: $60,000) and $Nil (2001: $747,000) respectively
60,0000 ) M MM 4 (= X E — 4 for their services for the year ended 31 December 2002.
747,0007C) ©
e = R B (b) Individuals with highest emoluments
R AZREmBMERS S > A Ji#ER Of the five individuals with the highest emoluments,
(ZFF—4 0 PUAL) H 4 S EE one (2001: four) is a director whose emoluments is
6(a)fi i - SR P2 Ui fE B (—FF— disclosed in note 6(a). The aggregate of the emoluments
o — ) HAEM TSI T - in respect of the remaining four (2001: one) individuals

are as follows:

2002 2001

$°000 $°000

o I K Salaries and allowances 3,262 975
IS HE etk Provident fund contributions 240 90
3,502 1,065

Kowloon Development Company Limited ® JLEEE: 34 FR/A
Annual Report 2002 43




b 6 B 51 | Notes on the Accounts

(LI WGt ) (Expressed in Hong Kong dollars)

7 BH 7 TAXATION
(a) FIRGEEWEFI A RN ZBIEN T ¢ (a) Taxation in the consolidated income statement represents:
2002 2001
$°000 $°000
AAF T R 2 Provision for Hong Kong profits tax
B R R B 16% 2 at 16% on the estimated assessable
7 i A1 15 B0 e A profits of the year 24,035 20,252
13 4F J5E B T YEE A 5 B Overprovision in respect of prior years a3 (251)
24,022 20,001
% JE B IH (B 5E 11(a)) Deferred taxation (note 11(a)) 458 1,614
24,480 21,615
05 5k 7 s \) 2 Bl TH Share of associated companies’ taxation
— F s — Hong Kong 201 165
— g 4h — Overseas 645 (646)
846 (481)
25,326 21,134
Wit 7 8 \) 22 W A B TE TG AR 48 Al [ R 2 Overseas taxation of the associated companies has been
BB A e - provided for at the applicable tax rates ruling in the
respective jurisdictions.
(b) % REEBMBERANZBIEN T - (b) Taxation in the balance sheets represents:
£ L V|
Group Company
2002 2001 2002 2001
$°000 $°000 $°000 $°000
KA 2 A Provision for Hong Kong
15 Bl e 4 profits tax for the year 24,035 20,252 18,024 16,890
£ A5 B SRl Provisional profits tax paid (14,096)  (15,218)  (12,657)  (14,062)

9,939

5,034 5,367 2,828

m Kowloon Development Company Limited ® JLEEE 24 PR/
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(L ¥ 5 ) (Expressed in Hong Kong dollars)

8 PROFIT ATTRIBUTABLE TO
SHAREHOLDERS

The consolidated profit attributable to shareholders
includes a profit of $110,519,995 (2001: $1,108,240,131)
which has been dealt with in the accounts of the
Company.

Reconciliation of the above amount to the Company’s
profit for the year:

2002 2001
$°000 $°000
Consolidated profit attributable
to shareholders dealt with
in the Company’s accounts 110,520 1,108,240
Final dividends from subsidiary
and associated companies
attributable to the profits of the
previous financial year, approved
and paid during the year 1,275 5,008
Company’s profit for the year (note 25) 111,795 1,113,248
9 DIVIDENDS
(a) Dividend attributable to the year
2002 2001
$°000 $°000
In 2001, special interim dividend
in specie declared and distributed
in the proportion of 4 KMB shares
for every 37 shares - 1,354,550
Interim dividend paid of 5 cents
(2001: 4 cents) per share
24,188 19,351
24,188 1,373,901
Final dividend proposed after
the balance sheet date of 20 cents
(2001: 18 cents) per share 96,754 87,078
120,942 1,460,979
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(LI WG ) (Expressed in Hong Kong dollars)

9 kA #H)
(a) MEBEFAEZRE (4

R oEE—4MERA +=H > EEFA
IR AN BT A 2 JLE By > FL i
R —EBE—ENH+— HERFAE3T
A ) A HE B AR JLEE By o B B R
TEE—FENATZHIRAS > B ELL
85 1,128,145,488 70 M % & & 14 3k #5 1
B2 U g FHE R (B 5E25) -

RERERZ RKBBREL KRR+ A=
T HERBREE-

(b) MEBS R b BB 2 R > R AR N it

9 DIVIDENDS (continued)

(a) Dividend attributable to the year (continued)

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 25).

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

(b) Dividends attributable to the previous financial year,

HE B IR A approved and paid during the year
2002 2001
$°000 $°000
i A TR AL TE B UR A 2 Final dividends in respect of
b BA AR BE 2 R A B the previous financial year,
3 M 1841l approved and paid during the year,
(ZFE 4 184l) of 18 cents (2001: 18 cents) per share 87,078 87,078
10 49 ) 4 A 10 EARNINGS PER SHARE

(a) B MCEEAZ A

g J A 28 R Y 4 3 2 i s R A 22 A

161,024,715t ( — & & 4
1%32&4353)&4?WE1%%?Z
483,767,850/ & M i (T E — 4
483'767850H£%§1_HQ>5|§%°

(b) B b v 222 A

T 5 80 VR 2 A 0 e A R IS R E A 2 A
161,024,7157C ( — & & — 4
1,058,212,43570) M £ 38 58 fir % H A5 4 e

P VB TE X 2 I R 2 B B RE A% 2 0 R T
) $5483,898,016% & 48 B (—FEE—4F ¢
486,822,3 121% & %8 i) 5H & o
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(a) Basic earnings per share

The calculation of basic earnings per share is based on
the profit attributable to ordinary shareholders of
$161,024,715 (2001: $1,058,212,435) and 483,767,850
ordinary shares (2001: 483,767,850 ordinary shares) in
issue during the year.

(b) Diluted earnings per share

The calculation of diluted earnings per share is based on
the profit attributable to ordinary shareholders of
$161,024,715 (2001: $1,058,212,435) and the weighted
average of 483,898,016 ordinary shares (2001:
486,822,312 ordinary shares) after adjusting for the
effects of dilutive potential ordinary shares in respect of
share options granted.
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10 BB AR &) 10 EARNINGS PER SHARE (continued)
(c) Mir¥H (¢) Number of shares
2002 2001
DAt 5 1 e A 2 A Number of ordinary shares used
Z 3 Iy BOH in calculating basic earnings
per share 483,767,850 483,767,850
i JS HEE S 4 v VB A Effect of dilutive potential ordinary
A8 My 2 5 2 shares in respect of share options 130,166 3,054,462
VA5t 55 19 i 4 v Weighted average number of ordinary
B A 2 I 2 shares used in calculating diluted
A8 I B H earnings per share 483,898,016 = 486,822,312
11 B %€ B K 11 DEFERRED TAXATION
(a) IR S Fi JE 2 55 B G AR (a) Movements in deferred taxation comprise:
]
Company
2002 2001
$°000 $°000
R JIE B IH A 1K Balance of deferred tax
w—H—H & liabilities at 1 January 6,619 5,005 8,275 6,204
I £t B R A Transfer from income
(Fff 3£ 7(a)) statement (note 7(a)) 458 1,614 2,120 2,071
i 9 BIH B R Balance of deferred
+TZA=+— tax liabilities
H 4% g at 31 December 7,077 6,619 10,395 8,275

Kowloon Development Company Limited ® JLEEE: 34 FR/A
Annual Report 2002 4E3#
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11 BREBLIH ()

(b) BIEFBIHAMLEEIARY

11 DEFERRED TAXATION (continued)

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

below:

4£ W |
Group Company

2002 2001 2002

$°000 $°000 $°000
FiIA K 1H 2 15 25 ¥ 4§ Future benefit of tax losses (4,092) (1,942) - -

i 48] 7 2 Accelerated depreciation

e allowances 11,169 8,561 10,395 8,275
7,077 6,619 10,395 8,275

(c) NEFzERBEE B & H i > AN A K&
A A (8] R 3 SiE A T A E G R 15 AR
N o R AE 4R QA T & I e 2 B IH H
B o

(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:

£ L]
Group

]
Company
2002

$°000

2002
$°000

2001
$°000

2001
$°000

ol TE b 18 2 15 45 ¥EMf  Future benefit of tax losses 5,813 10,188 - -

o TE General provision 108 1,866 108 53

o 451 o 7 2 Accelerated depreciation

& allowances (1,707) (1,324) - -
4,214 10,730 108 53

Kowloon Development Company Limited ® JUBERE A IR 7]
Annual Report 2002 4z
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12 FIXED ASSETS

#HYE

Investment

properties
$°000

+i
Land

$°000

B
Buildings
$°000

A
Others

$°000

i 7 8% (Wi 3E25)

L St

N R —

+=A=+—H

=
= {_HL
|

=

Group

Cost or valuation:
At 1 January 2002
Additions
Disposals

Revaluation surplus (note 25)

At 31 December
2002

Aggregate depreciation:

At 1 January 2002
Charge for the year
Written back on disposal

At 31 December
2002

Carrying value:
At 31 December
2002

At 31 December
2001

Company

Cost or valuation:
At 1 January 2002
Additions
Disposals

At 31 December
2002

Aggregate depreciation:

At 1 January 2002
Charge for the year
Written back on disposal

At 31 December
2002

Carrying value:
At 31 December
2002

At 31 December
2001

2,746,240 6,446 1,820 30,662 2,785,168
233,979 - - 639 234,618
Z - - (1,175) (1,175)

51,581 - - - 51,581
3,031,800 6,446 1,820 30,126 3,070,192
- 625 296 29,024 29,945

- 96 52 1,125 1,273

- - - (1,066) (1,066)

- 721 348 29,083 30,152
3,031,800 5,725 1,472 1,043 3,040,040
2,746,240 5,821 1,524 1,638 2,755,223
2,580,000 - - 24251 2,604,251
- - - 285 285

- - - (889) (889)
2,580,000 - - 23,647 2,603,647
- - - 23,332 23,332

- - - 476 476

- - - (859) (859)

- - - 22,949 22,949
2,580,000 - - 698 2,580,698
2,580,000 - - 919 2,580,919

Kowloon Development Company Limited ® JLHE#24 FRZ 7]
Annual Report 2002 43



b 6 B} 51 | Notes on the Accounts

(LI WGt ) (Expressed in Hong Kong dollars)

12 52 ¥ (A1) 12 FIXED ASSETS (continued)
(a) R AS A 5 Al (2 2 40 A (a) Analysis of cost or valuation:
BEME
Investment +i L E2 b
properties Land  Buildings Others
$°000 $°000 $°000 $°000
£y | Group
HEME - ~FF 4 Professional valuation - 2002 3,031,800 - - - 3,031,800
JE A (E Cost - 6,446 1,820 30,126 38,392
3,031,800 6,446 1,820 30,126 3,070,192
| Company
HEME - ~FF 4 Professional valuation - 2002 2,580,000 - - - 2,580,000
A Cost - - - 23,647 23,647
2,580,000 - - 23,647 2,603,647
(b) Wy MR T H 2 7B (b) Analysis of carrying value of properties:
Al
Company
2002
$°000
BEYE Investment properties
MR AW 5 A R BT 4  Long leases in Hong Kong 2,995,100 2,707,240 2,580,000 2,580,000
{i A ¥ 0 % A A AT Medium-term leases in Hong Kong 36,700 39,000 - -
3,031,800 2,746,240 2,580,000 2,580,000
o fuh % Other properties
PR E A %A RIMAA  Long leases in Hong Kong 2,146 2,168 - -
(&A% A 4 Medium-term leases in Hong Kong 5,051 5,177 - -

7,197 7,345 - -

Kowloon Development Company Limited ® JLEEE 24 PR/
Annual Report 2002 43



12 Bl % i (4)

(b) PIEWRTEEZ 2 2 ()

AL A NF ZEY KT H B H
& T B A S8 7 o A PR R AR A
T WA B FB AT 1 55 2 B T (R
“ERCHE+ A=t HERES -

PIEZ MAEKEMEIRBEEFGZ
> 5 Lt~ T R H AR E E -

A 45 T 2 SR A B UK B G W 36 T
SO B e B A o FH A — AR 2 BOA
FENAE > AR AE A e R A A
1M i B T A A A R B R T o A T
A EREET BN E o AEERA
R EAFEAORA BAMEE A -

AEEFEEXEHEREZREYEZ
W T 48 {5 £ 3,031,800,0000C (-~ FFE —
4 1 2,746,240,00070) o FREE M EH
i 2 At [ 2 A R T 48 {E £ 8,710,650
JC (T F T —4F : 8,431,48170) - 1 A B
Z EFHIr#E S 8,380,803 (. EE —
4 17,750,203 JC) ©

KAFAFREESEHER G ZHEMEZ
R T 42 (H A 2,580,000,000 JC (- FE—
4 1 2,580,000,00070) o FEE# M E H
i 2z HoAth [ 2 7 R T AR E 2 2,427,002
JC(CEE—5 1 2,432,742 J8) » 1A H
ZEFTE SR 2,419,252 o0 (. EE —
4 1 2,364,8867C) °

BE 6 B} 51 | Notes on the Accounts

(L ¥ 5 ) (Expressed in Hong Kong dollars)

12 FIXED ASSETS (continued)

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

The investment properties of the Group and of the
Company were revalued at 31 December 2002 by Vigers
Hong Kong Limited, independent firm of professional
surveyors, on an open market value basis calculated by
reference to net rental income allowing for reversionary
income potential.

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.

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 2002 and 2001.

The gross carrying amounts of investment properties of
the Group held for use in operating leases were
$3,031,800,000 (2001: $2,746,240,000). The gross
carrying amounts of other fixed assets of the Group held
for use in operating leases were $8,710,650 (2001:
$8,431,481) and the related accumulated depreciation
charges were $8,380,803 (2001: $7,750,203).

The gross carrying amounts of investment properties of
the Company held for use in operating leases were
$2,580,000,000 (2001: $2,580,000,000). The gross
carrying amounts of other fixed assets of the Company
held for use in operating leases were $2,427,002 (2001:
$2,432,742) and the related accumulated depreciation
charges were $2,419,252 (2001: $2,364,886).

Kowloon Development Company Limited ® JLHE#24 FRZ 7]
Annual Report 2002 43
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12

(b)

13

Bl & & B (4F)
Yy 3EWR T 2 AT 0 (AF)

AT HUH 2 8 AR A A TR e 2 R 2k
AR ST

12

(b)

FIXED ASSETS (continued)
Analysis of carrying value of properties: (continued)

The total future minimum lease payments under non-

cancellable operating leases are receivable as follows:

£ Y| |
Group Company

2002 2002 2001
$°000 $°000 $°000
R —F R Within 1 year 127,878 133,738 103,486 126,107
RN—FEELER After 1 year but within 5 years 130,636 173,220 119,051 171,503
A LR After 5 years - 10,596 - 10,596
258,514 317,554 222,537 308,206

+ 3 B 5% R BE 2% 13 LAND AND DEVELOPMENT RIGHTS

WREHR—_FEF_HF A +—H > B The
Mother Superior of The Petites Soeurs Des
Pauvres St. Pern Bretagne (JNF§ %5 The
Little Sisters of the Poor) ([ The Little
Sisters]) > — [#] H1 The Little Sisters %A
Z K g A Polytec Holdings
International Limited ([ Polytec!) A Bff &
AFEHBAAEERRAA (THE]) X
Polytec #] 3. Z %% J& ftf # > The Little
Sisters 4% T 8H B A R JUHE # UL 4= 1t ¥ 1)
EZ WA BERNE - MR R - H R
TR EAT B R 2 T A WA KBS > A
355 1] 75 W5 5 Al AT B R B A A - DA K
P i R ) it T A B T L o T AE £
AL BH B T A T Y 3 2 A e
B FKIH  Polyetc 44 SHBRIE BRIk 2
JB %) PR 78 A S R o

Kowloon Development Company Limited ® JLEEE 24 PR/
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Under a development agreement dated 11 February 2002
entered into between The Mother Superior of The Petites
Soeurs Des Pauvres St. Pern Bretagne (also known as
The Little Sisters of the Poor) (“The Little Sisters”), a
subsidiary company of The Little Sisters, Jumbo Power
Enterprises Limited (“Jumbo Power”), a then subsidiary
of Polytec Holdings International Limited (“Polytec”),
and Polytec, The Little Sisters have granted to Jumbo
Power the exclusive right to develop a property at Ngau
Chi Wan, Choi Hung, Kowloon. Pursuant to the
development agreement, Jumbo Power is responsible for
bearing all costs and expenses of carrying out
development including the payment of land premium to
the Government of the Hong Kong Special
Administrative Region and applying for the planning
approval and modification of the government grant. In
return, Jumbo Power will be entitled to all sales proceeds
derived from the completed properties. Polytec has
provided a guarantee in respect of the Jumbo Power’s
obligations under the agreement.



13

14

V%92 E-NE )

AEBMP _FF_HFWA Z+ZHM
Polytec M A SH A, o bl i i = 00 2 5E 1%
ﬁﬁi\:%%gﬁgﬁ +— H [ 7 & B
Ao — WU ERE R ] 2 AR o HURAE
EE%%WZ%@%ﬁ%@ﬁ%W%%
R HERE FFEFE A = —
HibZ A o R _FF_4F+H =17
— H AR 4% 9% J& 1 &k 1 oK £F T The Little
Sisters 2 JE A MR FK 4 & IR — F # ot »
Hp—E =T =Aa & cHN—FRIE
it e

3% I Ja¢ ) ¢ a2

REFRTAEIH > AR S A
AT mEE R ([HEF]) /L —HEE
%ﬁ@%ﬁaﬁ@ﬁﬂﬁ%miiﬁm
BRE=T=32FSHT  -R_F
“HEF A=t —H o AEELR Hﬁ
il A 2 A R R R JEL AT B 23 A
i

KA g
5 2 E WOR R B L At B iz K

Land for future development
Trade and other receivables

BE 6 B} 51 | Notes on the Accounts

(L ¥ 5 ) (Expressed in Hong Kong dollars)

13 LAND AND DEVELOPMENT RIGHTS

(continued)

The Group acquired Jumbo Power from Polytec on 22
April 2002. Details of the transactions were set out in
the announcement of “Disclosable and connected
transaction — acquisition of interests in properties” dated
11 March 2002. The amount included in the balance
sheet represents costs incurred by the Group in relation
to the acquisition of the rights and subsequent costs
incurred up to 31 December 2002. At 31 December 2002,
Jumbo Power had an outstanding payable to The Little
Sisters under the development agreement of
approximately $420 million of which $123 million is
payable after one year.

14 JOINTLY CONTROLLED ASSETS

In September 2002, a subsidiary company of the Group
entered into a joint venture development agreement with
Urban Renewal Authority (“URA”) for the development
of a residential property in 33 Ka Wai Man Road,
Kennedy Town, Hong Kong. As at 31 December 2002,
the aggregate amounts recognized in the accounts relating
to the Group’s contribution to the jointly controlled assets
were as follows:

5,245 -

5,246 .

Kowloon Development Company Limited ® JLEEE: 34 FR/A
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15 F¥JE 2 ) 4 15 INTEREST IN SUBSIDIARY COMPANIES
2
Company
2002 2001
$°000 $°000
R B ﬁiizl-‘fﬁ Unlisted shares, at cost 704,398 290,816
BT WE S Loans to subsidiary companies
— 5B — interest free 551,374 584,791
— B — interest bearing 1,282,177 429,689
] Mﬂ% KT Loans from subsidiary companies
— 8 — interest free (303,922) (297,445)
— B — interest bearing (16,176) -
R S BA JB 2 D K Amounts due from subsidiary
companies 3,220 14,063
W6 )28 2 ] 2 el B Jes 1R Impairment losses on subsidiary
companies (206,227) (200,636)
2,014,844 821,278
GEY g /Al = = SO ﬁ’ & A0 [ Loans to and from subsidiary companies are unsecured
SE 1R BR o A FE A DL SR AT B AR I and have no fixed terms of repayment. Interest is charged
R ERFE - at bank lending rates and deposit rates.

BB A m RE G TR MRS 1(a) o

Details of the principal subsidiary companies are shown
in note 31(a).

16 662 2 vi) i 3% 16 INTEREST IN ASSOCIATED COMPANIES

JIT Ak Bt s ) R R Share of net assets of associated
companies 27,823 29,562
BT Wia v Loans to associated companies 1,911 22,594
29,734 52,156
S B /NEIDEE i S W E 3T Loans to associated companies are unsecured, interest
SE ¥ KR o free and have no fixed terms of repayment.

W& N m 5E 1 TR B 5E31(b) »

Kowloon Development Company Limited ® JLEEE 24 PR/
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Details of the associated companies are shown in note
31(b).
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FiE ks A o 17 INVESTMENTS IN SECURITIES

A
Company

2002 2001
$°000 $°000

BRI e Held-to-maturity securities
b — ks BT Listed - outside Hong Kong,
8 85 15 AS (. at amortized cost 989 978 - =
JEH — C#ES A Unlisted — at amortized cost 23,745 7,750 - -
24,734 8,728 - _
W EIEER B EE N Less: held-to-maturity securities
A — 4 R 2 maturing within one year
Fif 2 3 1 5 included under current
assets (24,734) - - -
- 8,728 - -
FHH &S Non-trading securities
iRty g/ Listed shares
— %W L7 > Wi{fH - in Hong Kong, at market value 47,329 60,162 15,109 18,054
47,329 68,890 15,109 18,054
B+ =ZH=+—H Market value of listed securities
bR AE i E at 31 December 47,329 61,204 15,109 18,054
8] 18 INVENTORIES

FEYE Properties held for sale
HAh 7 & — " Other inventories — finished goods

e £ ML BL I E AR o

10,601 34,501
- 1,526
10,601 36,027

Properties held for sale are stated at net realizable value.

Kowloon Development Company Limited ® JLEEE: 34 FR/A

Annual Report 2002 43




b 6 B} 51 | Notes on the Accounts

(LI WGt ) (Expressed in Hong Kong dollars)

19 5 3 M Wi sk Be BT fib M Wik

RtZH=1—H > &FBUHKZIRE
AR

TRADE AND OTHER RECEIVABLES

The following is an ageing analysis of trade receivables
at 31 December:

A
Company

2001 2002 2001
$°000 $°000 $°000

KEM L@ > =M H  Current and overdue within 3 months 21,702 22,178 11,323 954
B =ZE A Overdue between 3 to 6 months 660 1,284 118 25
s 41 6 488 7N Overdue more than 6 months 1,752 1,709 264 80
2 3 MEUSCIR 3K Trade receivables 24,114 25,171 11,705 1,059
NHEER M S Utility and other deposits 17,240 1,170 287 281
HAb YR LB AT 3 Other receivables and prepayments 23,664 11,131 19,942 10,456

65,018 37,472 31,934 11,796

A S [ A s m] R — AR IR 2 A
P 2 R HoAth 4% 4 53 7l £5899,8167T (&
F—4F :333223750) K 145,3637C (- FEE
—4E 1 148,94370) o

7 45 B K A s ) TE A R — AR AR i ] 2
WO 2K B TELAST 3 4 Al 446,937,716 (%
F—4F 1 384,9307C) 56,337,5007C (%
F—4F ) o

AEERRTEFZFHEMA=1H -

Kowloon Development Company Limited ® JLEEE 24 PR/
Annual Report 2002 4E4

Utility and other deposits of the Group and of the
Company of $899,816 (2001: $333,223) and $145,363
(2001: $148,943) respectively are expected to be
recovered after more than one year.

Debtors and prepayments of the Group and of the
Company of $6,937,716 (2001: $384,930) and
$6,337,500 (2001: $Nil) respectively are expected to be
recovered after more than one year.

The Group allows an average credit period of 30 days to
its trade customers.



20 W H®# %

e &
— R FEE B TiE
— R MgA BT TiE

21 BERIAEEHY

7 W77 3K
AT KB &

22 2 3 A Rk B JU b M o 3k

Bt=A=+—H
ST NE

R 21 ) 3
MHPR=MA
HH=2AMA
@A

E 01T
FHLBS B A 15
Al 5 05 5 B it
MESHaH

v;
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(L ¥ 5 ) (Expressed in Hong Kong dollars)

20 TRADING SECURITIES

Listed equity securities

— in Hong Kong, at market value

— outside Hong Kong, at market value

34,976 14,934
4,393 7,102
39,369 22,036

21 CASH AND CASH EQUIVALENTS

Time deposits
Cash at bank and in hand

|
Company
2002 2001
$°000 $°000
11,233 9,436 2,101 100
7,709 9,399 5,951 2,910
18,942 18,835 8,052 3,010

31 December:

Not yet due or on demand
Due within 3 months

Due between 3 to 6 months
Due more than 6 months

Trade payables

Rental and other deposits

Other payables and accrued expenses
Option contract liabilities

22 TRADE AND OTHER PAYABLES

The following is an ageing analysis of trade payables at

%M A
Group Company

2002 2002

$°000 $°000
50,419 13,117 28 30
6,611 1,072 3,045 882
- 211 - -
- 155 - _
57,030 14,555 3,073 912
37,612 32,115 29,363 28,252
323,417 35,822 22,465 33,358
519 = - _
418,578 82,492 54,901 62,522

Kowloon Development Company Limited ® JLEEE: 34 FR/A
Annual Report 2002 4E3#
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22 B 3B MEAT W K B I b HE A K (4 22 TRADE AND OTHER PAYABLES (continued)
A AN E HAR —FRBRZHE Rental and other deposits of the Group and of the
W5 B FoAh e 4 43 il 74 36,344,2600T (—F Company of $36,344,260 (2001: $30,406,972) and
E—4E 1 30,406,9727C) & 29,146,0327C $29,146,032 (2001: $28,251,804) respectively are

(ZZF 4 : 28.251,80470) °

expected to be refunded after more than one year.

A A ] Jo AR N m) IR — AR E AT 2 Creditors and accrued expenses of the Group and of the
SR R S M =t 2 R 40 Bl 242,647,904 7T (— Company of $2,647,904 (2001: $600,086) and $118,467
FE—4 1 600,0867T) K 118,46770 (—F (2001: $328,236) respectively are expected to be settled

K —4E 1 3282367C) °

23 ST R BB X

after more than one year.

23 BANK LOANS AND OVERDRAFTS

AT _A=Z+—H  RITEAREZLZ At 31 December, bank loans and overdrafts were

R URTIE: I

repayable as follows:

—EE ERE
TEFRERNE

o,

i B — 4

(]

(E

GE

.| |
Group Company

2002 2001 2002

$°000 $°000 $°000
Within | year or on demand 326,680 100,000 176,680 100,000
After 1 year but within 2 years 220,000 200,000 220,000 50,000
After 2 years but within 5 years 976,293 2,000 976,293 2,000
1,196,293 202,000 1,196,293 52,000
1,522,973 302,000 1,372,973 152,000

Kowloon Development Company Limited ® JLEEE 24 PR/

Annual Report 2002 43
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BAT Bk BB S (4 23 BANK LOANS AND OVERDRAFTS (continued)
BITERNBE LR EEAMBER P B Bank loans and overdrafts were classified in the balance
F ¢ sheets as follows:
£ Y| |
Group Company
2002 2001 2002 2001
$°000 $°000 $°000 $°000
R B £ Current liabilities
A A Secured 300,000 100,000 150,000 100,000
41 15 47 Unsecured 26,680 - 26,680 -
326,680 100,000 176,680 100,000
Ik B £ i Non-current liabilities
A HE 4 Secured 1,196,293 202,000 1,196,293 52,000
1,522,973 302,000 1,372,973 152,000
W EEFHFEFT_H=Z1—H A% At 31 December 2002, properties of the Group with an
ZWELFTHEHERIKRMTMHELD aggregate carrying value of approximately
3,376,564,0000C ( — & & — 4 $3.,376,564,000 (2001: $3,057,568,000) were pledged to
3,057,568,00070) . % [& & B # #4781 banks under fixed charges to secure general banking
FTUABE IR T A 46 B 2 — MRRAT 15 & - facilities granted to the Group.
JB AR 24 SHARE CAPITAL
2002 2001
$°000 $’°000
W € B AR Authorized
1,000,000,000 % 1,000,000,000 ordinary shares of $0.10 each
T K > k0. 10T 100,000 100,000
BT ROCHRBEA  Issued and fully paid
483,767,850/% 483,767,850 ordinary shares of $0.10 each
& E A > B0 48,377 48,377

Kowloon Development Company Limited ® JLEEE: 34 FR/A
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25 full ffi & 25 RESERVES

A
Company

2002 2001
$°000 $°000

BeEWERH RN Investment property revaluation

reserve
= H— B & Balance at 1 January 1,757,650 1,887,073 1,851,986 2,203,375
HEREWEMBEEE  Transfer to income statement upon

AR R disposal of investment properties - 241,930 - -
HGZAk/ (B518) (3E12) Revaluation surplus/(deficit) (note 12) 51,581 (371,353) - (351,389)
RHZH=+—H#H®  Balance at 31 December 1,809,231 1,757,650 1,851,986 1,851,986
B AT A2 Investment revaluation reserve
R—H—B#& &% Balance at 1 January (12,891) 667,749 7,336 737,128
G (BR) /&R Revaluation (deficit)/surplus (7,880) 387,334 (2,945) 398,353
20 UK I B A o Transfer to income statement upon

W4 5 R distribution of KMB shares - (1,128,145) - (1,128,145)
o B R 4 IR Transfer to income statement upon

s R A % disposal of investments in securities 4,899 (1,230) - -

SEHI PR S A Al & 2 Tmpairment loss on goodwill of an
WMEERRET AR associated company previously

3R charged off recognized in income
statement 4,000 15,292 - =

B S s m RS JE T Goodwill previously charged off

W R 2 7o A i A transferred to income statement

A% upon disposal of an associated

company - 46,109 - -

WHZH=+—H&#  Balance at 31 December (11,872) (12,891) 4,391 7,336
A i il 4 Capital reserve
R—=H—HBE+=A Balance at 1 January and

=t+— A& 31 December 2,154 2,154 - =
JBe A% i Wik Share premium
R—=H—HE+ZA Balance at 1 January and

=+—H& 31 December 9,971 9,971 9,971 9,971
BB A Retained profits
W—H—H &% Balance at 1 January 1,340,989 1,743,756 1,291,747 1,639,478
LB R Z RS Dividends approved in respect of the

(B 5E9(b)) previous financial year (note 9(b)) (87,078) (87,078) (87,078) (87,078)
A4 B Profit for the year 161,025 1,058,212 111,795 1,113,248
A EEIRZ R Dividends declared in respect of the

(B 5E9(a)) current year (note 9(a)) (24,188) | (1,373,901) (24,188)  (1,373,901)
B+=H=+—H&f  Balance at 31 December 1,390,748 1,340,989 1,292,276 1,291,747

3,200,232 3,097,873 3,158,624 3,161,040
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25 G4 (#)

W oEEES T H =+ HERBS
78 AR TE A B BR A BB HRE 55 15 2 s 1H
£53,962,7647C (- FE —4F 1 2223,787
Jo) °

JBE A i B R B B A ot Al < 2 JBE T 40 Al 32
B s 0N G 55 48B L AOHMR BT HELFR o %
EYEEMEHEEABREEMHEELSD
BOL AR BB - FFEEE
H R R (M sk 2 & FHEUR -

A e N m R 5E T9B () IR BT R &
M- FEEESAHE Y BAHES
DI - R @ NI 7 I 4
ﬁ o

RN oEEE+F_HA=+—H » AR
Al AE 0 R T B R 2 ff e 45 1,292,276,498
JC (B E—4F 1 1,291,748,1087C) °

B %6 B 51 | Notes on the Accounts

(L ¥ 5 ) (Expressed in Hong Kong dollars)

25 RESERVES (continued)

Losses sustained in the accounts of the associated
companies at 31 December 2002 after minority interests
were $3,962,764 (2001: $2,223,787).

The application of the share premium and the capital
reserve is governed by Sections 48B and 49H
respectively of the Hong Kong Companies Ordinance.
The investment property revaluation reserve and
investment revaluation reserve have been set up and will
be dealt with in accordance with the accounting policies
adopted for the revaluation of investment properties, non-
trading securities and goodwill (note 1).

The revaluation reserves in respect of investment
properties, non-trading securities and goodwill are not
available for distribution to shareholders because they
do not constitute realized profits within the meaning of
Section 79B(2) of the Hong Kong Companies Ordinance.

Reserves of the Company available for distribution to
shareholders at 31 December 2002 amounted to
$1,292,276,498 (2001: $1,291,748,108).
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26 WU B 2w

RN o A AR ] ) H A A I A B Polytec
A KM 2 EME AR 22 17
Je A L R] A T R o Z B 2 &
J& 2N R HE A LR A s R e ) SERE 4 A
A ORFEAREEEED 2 BRERE
WE > ABACME 55 857,050,7607C o I it i i
HEZFHE#RRA —FEF_F=H+—H
[ 45 5% I B 28 5 - B ) SEE 4 | 2 A Aff
N o U BB B A Al 2 B E K AEA
THEZBEEFEBOT

26 ACQUISITION OF SUBSIDIARY COMPANIES

During the year, the Group acquired from its ultimate
holding company, Polytec, 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 paid was
$857,050,760. Details of the transactions were set out in
the announcement of “Disclosable and connected
transaction — acquisition of interests in properties” dated
11 March 2002. The fair value of assets acquired and
liabilities assumed of the subsidiary companies were as

follows:

e g E I Net assets acquired
7 A B 1 Land held for future development 10,200
b K % FE A AR Land and development rights 684,208
R E Property under development 362,504
B 35 B IUBR R B JHL At BB ig K Trade and other receivables 1,530
RAT A7 3K Cash at bank 215

B 3 AN R R R A B A K Trade and other payables (31,606)

RAT R Bank loan (170,000)

Ji& R 3K Shareholders’ loans (443,170)
A B i E B AUE Cash consideration paid for net assets 413,881
A I R B B 4 AE Cash consideration paid for shareholders’ loan 443,170
Wi 8 T JBS 2 W) 2 SR AT A7 3K Cash at bank of the subsidiary companies acquired (215)
WA B T R B <6 9 R Net cash outflow on acquisition 856,836

WA 2 A A AR AR 2 B R &
FEoHF+ A=+ —HZEEFMHELYY
f122.692,8537C ©
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As a result of the acquisition, the Group’s profit for the
year and the net assets as at 31 December 2002 had both
increased by $22,692,853.
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27 BRI 27 CAPITAL COMMITMENTS
A=+t —H > RARERRKE L Capital commitments outstanding at 31 December not
B2 AR T provided for in the accounts were as follows:
e L] VAL
Group Company
2002 2001 2002 2001
$°000 $°000 $°000 $°000
CETGHE Contracted for 141,750 - - =
KL HE AR AT Authorized but not
REFBHE contracted for - 2,500 - 2,500
28 RIEHH 28 COMMITMENTS
T H =1+ —H o RIRIE N R Commitments outstanding at 31 December on future
Btz KRR Y LR RE R RENT property development expenditure not provided for in

the accounts were as follows:

CETGHHE Contracted for 81,299 36,820

BMAMEMEAI R ZFT A 4%  Authorized but not contracted for 405,720 117,023
29 HERERYE 29 OPERATING LEASE COMMITMENTS

At _A=+—H > RAuBUHZ&¥M At 31 December, the total future minimum lease

B & #m e A 2 R AR A I A 4 48 FE a0 payments under non-cancellable operating leases are

h o payable as follows:

i — 4R Within one year - 549
N EERENR After one year but within five years - -

- 549

Kowloon Development Company Limited ® JLHE#24 FRZ 7]
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30

(a)

(b)

31

(a)

REE B S NF T L2 BLMRE > B
] A5 B 2\ A H6,952,0000T (& & —
4 4,852,0000T) Z HER o

A ] O N D R N R BT R
Rl 2 AT ER - KRB RESED
397,524,4007C (—FE —4F : 325,352,000
g0) ZER e RFF A=+ —
H 48 fifi I 2 848 55 157,524,4000C (—FE
—4F 1 183,952,0007C) ©

AR\ F) 5 TH] B A R BT B Ry RT L 2
AEBRRAA (M sE14) 7 B AR XA
A 2B - R FF_F+H =
F— H A &k A R T R %2 2 SR B
i B4E 55 243,400,0007C ( ~FE — 4 ¢
) o©

b=

B ) % WG B 2 W)

JURE R 26 A PR 2% W 22 = 2 W 24 w) o
mE

B
g )

Principal

ik 0 6 30 3 6

Place of

W 2 5l

Subsidiary company

incorporation

B s A RN Hi i
Atlantic Capital Limited Hong Kong Hong Kong
FeE ) 8 A R A A &t i
Country House Property Hong Kong Hong Kong

Management Limited

Kowloon Development Company Limited ® JUBERE A IR 7]
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30

(a)

(b)

31

(a)

place of
operation

CONTINGENT LIABILITIES

The Group has given guarantees to an insurance company
in respect of performance bonds entered into by certain
associated companies to the extent of $6,952,000 (2001:
$4.,852,000).

The Company has given guarantees to banks/insurance
company in respect of banking facilities and performance
bonds granted to/entered into by certain subsidiary
companies and associated companies to the extent of
$397,524,400 (2001: $325,352,000). These facilities were
utilized to the extent of $157,524,400 (2001:
$183,952,000) at 31 December 2002.

The Company has given a guarantee to URA whereby
the Company irrevocably and unconditionally guarantees
the subsidiary company’s obligation under the joint
venture development agreement (note 14). At 31
December 2002, the Company had a contingent liability
of $243,400,000 (2001: $Nil) in relation to the said
guarantee.

SUBSIDIARY AND ASSOCIATED COMPANIES

Details of the principal subsidiary companies of Kowloon
Development Company Limited are as follows:

v#firZ
V50 Bt JBe A T 4
Nominal
value of EREHA AU BEEH
issued ordinary Proportion of nominal  Principal
share capital  value of shares held  activities
H# 1] 4%
Direct Indirect
$10,000 100% - BEE R
Investment
holding
$10,000 = 100%  #EH
Property
management



31 B BB A (4)

W 2 )

Subsidiary company

Elegant Florist Limited

ERBRERRAR
Gargantuan Investment
Limited

B A RA A
Jumbo Power Enterprises
Limited

Jumbo Star Limited

RIEEEARR A
ng s City Holdings

Limited

LELIRARAR
Kowloon Development
Engineering Limited

JUBE RS A A RN
Kowloon Development
Finance Limited

R A R
Manor House Holdings

Limited

el B O
Place of
incorporation

o8 IR LB
British Virgin
Islands

T
Hong Kong

& it
Hong Kong

o IR LB
British Virgin
Islands

i

Hong Kong

it
Hong Kong

it
Hong Kong

Tl
Hong Kong

31

ER -

B2 o
Principal
place of
operation

i
Hong Kong

ik
Hong Kong

i

Hong Kong

i
Hong Kong

ik
Hong Kong

ik
Hong Kong

i
Hong Kong

ik
Hong Kong

B %6 B 51 | Notes on the Accounts

(L5 ¥l 5) (Expressed in Hong Kong dollars)

C#fTZ

V500 e JB¢ A v 4E
Nominal

value of

issued ordinary
share capital

US$1

$2

$2

US$1

$2

$2

$2,000,000

$264,529,125

Pe i A A
Proportion of nominal
value of shares held
H# I %
Direct Indirect
100% -
100% -

= 100%
100% -

- 100%
100% -
100% -
100% -

SUBSIDIARY AND ASSOCIATED COMPANIES

(continued)

FEEH
Principal
activities

BB
Investment
holding

H”%E H

Securities trading

ES T
Property
development

BB
Investment
holding

E S
Property
development

Construction

4 il i
Financial

services

REHER
Investment
holding

Kowloon Development Company Limited ® JLHE#24 FRZ 7]
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31 B BB A (4)

W 2 )

Subsidiary company

B A R A

Pak Hop Shing Company,

Limited

B A G A R

Roe Investment Limited

K5 (Fik) ARA A

Searson (Hong Kong)
Limited

tEEFRARA A
To Kwa Wan Properties
Limited

P At e S U
H IR F

Tyleelord Development
& Agency Company
Limited

T E A R A
Un Chau Properties
Limited

BALE A R

Units Properties Limited

Bt 4 5 LA IR 8

Union Way Management
Limited

Kowloon Development Company Limited ® JLEEE 24 PR/
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el B O
Place of
incorporation

it
Hong Kong

i

Hong Kong

& it
Hong Kong

it
Hong Kong

Tl
Hong Kong

i

Hong Kong

it
Hong Kong

it
Hong Kong

31

ER -

B2 o
Principal
place of
operation

i
Hong Kong

ik
Hong Kong

ik

Hong Kong

i
Hong Kong

ik
Hong Kong

ik
Hong Kong

&t

Hong Kong

il
Hong Kong

SUBSIDIARY AND ASSOCIATED COMPANIES

(continued)

C#fTZ

V500 e JB¢ A v 4E
Nominal

value of

issued ordinary
share capital

$2

$500,000

$2

$2

$100,000

$2

$2

$2

Pe i A A
Proportion of nominal
value of shares held

H# I %
Direct Indirect

- 100%

100% -

= 100%

- 100%

- 100%

- 100%

- 100%

- 100%

FEEH
Principal
activities

EZ Y
Property
development

REHER
Investment
holding

ES T
Property
development

W g
Property
investment

WERE
Property
investment

WERE
Property
investment

ERE
Property
investment

BB R
Investment
holding



31 B BB A (4)

W 2 )

Subsidiary company

IR E A R A
Wealrise Investments
Limited

B IR R A R )
Cinema City Company

Limited

S e 2
HRA R

Cinema City
(Film Production)
Company Limited

EATRERRAA

Golden Princess
Amusement Company
Limited

SAETHBL
H R 2w

Golden Princess Film
Production Limited

ik W o A 2
Place of
incorporation

it
Hong Kong

i
Hong Kong

ik
Hong Kong

Hi
Hong Kong

it
Hong Kong

31

ER -

B b
Principal
place of
operation

ik
Hong Kong

ik
Hong Kong

i
Hong Kong

i
Hong Kong

i
Hong Kong
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(L5 ¥l 5) (Expressed in Hong Kong dollars)

SUBSIDIARY AND ASSOCIATED COMPANIES

(continued)

C#firZ

V500 e JB¢ A v 4E
Nominal

value of

issued ordinary
share capital

$2

$1,000,000

$5,000,000

$100,000

$10,000

Kowloon Development Company Limited ® JLHE#24 FRZ 7]
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¥ JB¢ i T 2
Proportion of nominal
value of shares held

H#& A %
Direct Indirect

- 100%

- 85%

- 85%

85% -
- 85%

FUEH
Principal
activities

E S
Property
development

% RN
Film distribution
L

Film distribution

L
Film distribution

® BT

Film distribution
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31 B BB A (4)

(b) JUBEE A R R Z W8 A 7 &1

o
wk: W 3 S o
B8 A Place of
Associated company incorporation
HEWXEMARLAR  FE
Easy Living Property Hong Kong
Management Limited
A R A F 7
Sheen Choice Limited Hong Kong
Jeeves (HK) Limited 7
Hong Kong
Asiasoft Hong Kong R
Limited Hong Kong
MY REMARAR  FE
Modern Living Property Hong Kong
Management Limited
Southern Success b 2 A 5

Corporation

32 B TOBAGM

A4 ] B A — [ E it K

Cayman Islands

Z B TG

31 SUBSIDIARY AND ASSOCIATED COMPANIES

(continued)

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

LEERME BB

Principal Proportion of nominal FEEH
place of value of shares Principal
operation indirectly held activities
i 49% /E g1
Hong Kong 9 Property
ordinary management
7 ik 49% BEE R
Hong Kong - 5 i Investment
ordinary holding
i 43.125% Y A<M 5
Hong Kong - 5 i Dry cleaning and
ordinary laundry sevices
LRl 25.97% B Rl AR AL
Asia & 7 i It 1E Sz e 75
ordinary Provision of
information
system products
and services
i 24.01% EXcE:
Hong Kong 9 Property
ordinary management
iRl 20% Rz e o 9 I o
Asia -4 i Distribution and
ordinary sales of footwear

32 STAFF RETIREMENT SCHEME

The Group operates a defined contribution staff

B o HEFEI AT 2 BERBF A R R A
TN -MARZEHIBBAEKRAE T
HEAFEUIEZ HORFIE - KEE
A BT e I 2 B R £ R T 49 I T VR Wi
2 Ak KR E WK R B 2 R A K A
605,88270 (—FF —4 : 335,60870) ° Jit
MEZEEEH > EFEEGEARFEHZ®
W HE R o ASAF B A 4E 8] 2 R 3K 45 994,160
JC (. FE—4F : 1,839,6287C) °
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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 $605,882
(2001: $335,608). There were no unutilized forfeited
contributions at the balance sheet date of both years.
The Group’s annual contribution for the year was
$994,160 (2001: $1,839,628).
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33

(a)

(b)

(©

34

35

36

B TR 4)

T v o M A R A E T B T B e 2 T
B4 2 ARAEFE M R267,701 00 (B E—
4 :160,32270) A E A KRR A g FT A
RN o

HEREA L LS

Polytecfl A~ 52 [ 2 [H] B} J&§ 23 w1 7t 5% J& Hhh
ik T Z BATAR A PR 2 R I (B 5E
13) -

F B 5 N 1 BT AR W 2 B A AR 7R B R R
5130 ©

A 4 T U B Polytec B8 ] M B A 7] 2 54
A B 5E 26 o

i HBBH

W_FEFE_ET A +HEH - AEH
5 Bff JB8 2> W] AT 52— T T ek LAAUE — B T
TEAL+EITHEA—FEEA R SE—
W W) 36 2 0% F) BT A R AT ORI &
Ko WEHZH N —FF=4F—H_H5%
W o

o ¥

R B A g w5t B UE RIS 1598 (200115 1F)
[(BleRERIZHE  ZEBEERE

hRTEH 2 MR e BN B ek o B
W E R U A AT E M
WwEZEI -

It 4 % e 4 W)

EFEERAIN _FF_HF+_H=1—
H 2 8 812 2N R) T UL s 9% J8 i 4 B
B Z Polytec Holdings International
Limited °
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33

(a)

(b)

()

34

35

36
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STAFF RETIREMENT SCHEME (continued)

Contributions to the Mandatory Provident Funds of
$267,701 (2001: $160,322) as required under the Hong
Kong Mandatory Provident Fund Schemes Ordinance
were charged to the income statement for the year.

MATERIAL RELATED PARTY TRANSACTIONS

Polytec has guaranteed the due performance of one of
the Group’s subsidiary company in respect of its
obligations under the development agreement as stated
in note 13.

Guarantees in respect of performance bonds provided
for certain associated companies were disclosed in note
30.

Details of the acquisition of subsidiary companies from
Polytec during the year were set out in note 26.

POST BALANCE SHEET EVENTS

On 25 November 2002, a subsidiary company of the
Group entered into an agreement to acquire the entire
issued share capital of and shareholders’ loans of a
company which owned a property at Bonham Road at a
consideration of $157.5 million. The transaction was
completed on 2 January 2003.

COMPARATIVE FIGURES

The presentation and classification of items in the
consolidated cash flow statement have been changed due
to the adoption of the requirements of SSAP 15 (revised
2001) “Cash flow statement”. Comparative figures have
been reclassified to conform with the current year’s
presentation.

ULTIMATE HOLDING COMPANY

The directors consider the ultimate holding company at
31 December 2002 to be Polytec Holdings International
Limited, incorporated in the British Virgin Islands.
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