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Interim Results and Dividend

The Board of Directors announces that for the six months ended 31st December, 2001, the
unaudited consolidated net profit of the Group after taxation and minority interests amounted
to HK$768 million. This represents a decrease of 34% as compared with the net profit recorded
in the corresponding period in the previous financial year which included a profit of approximately
HK$582 million arising from disposal of part of its interest in a subsidiary. Earnings per share was
HK$0.27, showing a decrease of 34 % from that of the corresponding period in the previous year.

The Board has resolved to pay an interim dividend of HK$0.11 per share to shareholders whose
names appear on the Register of Members of the Company on 16th April, 2002.

Management Discussion and Analysis

BUSINESS REVIEW

The consolidated profit of the Group for the six months ended 31st December, 2001 amounted to
HK$768 million. This represents a decrease of 34% as compared with that recorded in the
corresponding period in the previous financial year which included a profit of approximately
HK$582 million arising from disposal of part of its interest in a subsidiary. Nevertheless, the results
of the Group had been satisfactory for the period under review.

Property Rental

During the period under review, the total gross rental income of the Group amounted to
approximately HK$286 million, representing an increase of 28% as compared with that of the
previous financial year. Although there was a slight adjustment made to the rental level for the
office properties of the Group in response to market conditions, the rental income and occupancy
in respect of certain shopping arcades of the Group recorded an increase in the period under
review. Average occupancy rate of the major rental properties of the Group amounted to 94%.

Hotel Department Store Operations

The Newton Hotel Hong Kong and the Newton Hotel Kowloon operated by this group recorded
an average occupancy rate of 92%. As affected by the unfavourable general economic conditions,
room tariff rate had been appropriately adjusted during the period under review. Although the
retailing business of this group, operated under its Citistore outlets, was also affected by the
drop in consumer spending, its turnover for the period under review was only slightly lower than
that of the corresponding period in the previous year.

Associated Companies

The Hong Kong and China Gas Company Limited recorded steady growth for the year 2001, with
an increase of 5.1% in profit. The number of customers reached 1,407,408. Investment in gas
projects in Mainland China is a long term business development strategy of this group and it is
now proceeding with the registration of a holding company, Hong Kong & China Gas Investment
Limited, in the Mainland for the purpose of investing in energy projects. This group is also
participating in a major national project in Mainland China – the West-to-East gas pipeline project.
This is the midstream project for the construction of a 4,200-kilometre pipeline, transmitting
natural gas from the Tarim Basin, Xinjiang Province to the eastern China market. The total
investment cost of this project will be approximately RMB46 billion, of which 45% will be owned
by a foreign consortium. Construction of the project will commence in 2002 and the whole pipeline
is scheduled to be in full operation in 2005. Concurrently, this group formed another joint venture
in Yixing, taking an 80% interest to receive natural gas directly from West-to-East gas pipeline.
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This group also formed a joint venture in Qingdao-Jimo city. It is expected that natural gas will
reach Qingdao and adjacent cities in 2005. In Hong Kong, this group is actively committed to
providing clean fuel for light buses and taxis. Five liquefied petroleum gas (“LPG”) filling stations
have now been built and are now servicing 8,000 taxis per day on average. These stations will be
ready to extend their services as filling station for public light buses when the switch from diesel
to LPG as fuel for these vehicles takes place in future. This group’s construction of the pipelines
in the eastern New Territories as well as the pipelines for the Cyberport at Telegraph Bay and the
Science Park at Pak Shek Kok is progressing smoothly. Planning for the construction of a submarine
pipeline stretching from the West Kowloon Reclamation Area to Sai Ying Pun on Hong Kong
Island is also under way. Through these, it is anticipated that the revenue of this group will
increase. On the property development front, the projects participated by this group include the
Airport Railway Hong Kong Station project held for investment purpose, the King’s Park Hill, the
Sai Wan Ho Ferry Concourse project and the project at Ma Tau Kok South Plant site. These projects
are under various stages of development with satisfactory progress and are anticipated to
contribute towards earnings to this group following the completion of the respective projects.

Hong Kong Ferry (Holdings) Company Limited reported a 123% increase in profit in the financial
year ended 31st December, 2001. This was mainly attributed to the final instalment of the proceeds
from the disposal of the right to 50% of the sales proceeds of the residential portion of Metro
Harbour View at Tai Kok Tsui Road. Phase I of Metro Harbour View is expected to be completed in
mid-2003 and its pre-sale in mid-December 2001 had met with overwhelming response. Being
one of the best-selling local residential projects during the period under review, more than 1,100
units have been pre-sold to date. This group is now actively preparing for the launch of pre-sale
of Phase II of this project in mid-2002. It is expected that sales of Metro Harbour View will be the
major source of revenue for this group in 2002.

Miramar Hotel and Investment Company, Limited recorded HK$80,499,000 in the unaudited profit
attributable to shareholders for the six months ended 30th September, 2001, representing an
increase of 6.6% over that recorded in the corresponding period in the previous financial year.
During the period, the average occupancy rate of the hotel had been slightly reduced to 85%
due to the 911 attack incident in the United States. Miramar Shopping Arcade and Miramar Tower
recorded occupancy rate of 95%, enabling steady rental income to this group. The overall business
result of this group during the period had been satisfactory.

Henderson Cyber Limited

Henderson Cyber Limited reported a loss of approximately HK$30 million for the six months ended
31st December, 2001, compared with a loss of approximately HK$27 million for the corresponding
period in the previous year. During the period, this group further developed its Internet services,
data centre, high technology and network infrastructure businesses. iCare users and subscribers
grew to a total of over 160,000 as at the end of 2001. This group seeks to integrate its existing
businesses and wherever possible, to offer “one-stop shopping” services. It is also exploring a
range of partnerships and alliances with leading technology companies while further enhancing
the relationship with the large customer base of Henderson group and The Hong Kong and China
Gas group.

Associated Companies (cont’d)
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Other Investments

Investments in two toll-roads and three toll-bridges in Mainland China, namely, Zhejiang Provincial
Highway Nos. 34 and 36, Anhui Maanshan Ring Road, Qianjing Third Bridge, Tianjin Lutai Bridge
and Tianjin Wanjia Natou Bridge, had contributed satisfactory return and brought in steady profit
to the Group. China Investment Group Limited has become a subsidiary of the Company since the
fourth quarter of 2000 and its principal businesses include investments made in the above toll-
bridges and toll-roads in Mainland China. Together with interest in such infrastructural projects
directly held by the Group, turnover of HK$118 million and profit of HK$82 million were reported
for the six months ended 31st December, 2001.

PROSPECTS

Following the slowdown in the global economy in 2001 and the eleven consecutive downward
adjustments in interest rates, recent economic figures released from the United States showed
that economic recovery is currently under way. At the same time, signs of improvement also began
to emerge in the major European economies. Notwithstanding the global economic slowdown,
economic growth in Mainland China has maintained a steady course. Coupled with the vast
business opportunities which will become available resulting from Mainland China’s accession to
the World Trade Organisation, this is likely to bring about gradual enhancement in the economic
vitality of Hong Kong.

The operating businesses of the Group’s listed associate companies namely, the Hong Kong and
China Gas Company Limited, Hong Kong Ferry (Holdings) Company Limited and Miramar Hotel
and Investment Company, Limited, are all making good progress and bring in stable recurrent
income to the Group. Such recurrent income from the listed associates added together with rental
income generating from the Group’s investment property portfolio already provide as a base for
steady profit growth for your Group. It is the opinion of the Group that the present time is
opportune for business expansion as the local economy being in time with the latest developments
in the global economy already passed its trough in the near term and is now emerging into a new
phase of economic environment. In the long run, the Group is capable of utilising its abundant
financial resources and business expertise to get the best out of opportunities that are available
from the market to diversify the Group’s businesses in a prudent manner.


