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The Directors of Lippo China Resources Limited (the “Company”) present the unaudited
consolidated interim financial statements of the Company and its subsidiaries (together, the
“Group”) for the six months ended 30th June, 2002.

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT

Six months ended
30th June,

2002 2001
Note HK$’000 HK$’000

(Restated)

Turnover 3 540,807 904,883
Cost of sales (335,399) (365,741)

Gross profit 205,408 539,142

Other revenue – 860
Administrative expenses (115,696) (263,963)
Other operating expenses (87,017) (83,918)
Provisions for bad and doubtful debts

relating to banking operations (4,025) (62,257)
Write-back of provisions/(Provisions)

for impairment losses:
Fixed assets (83,666) –
Investment securities (10,232) (21,638)
Jointly controlled entity – (3,000)
Associates 3,350 (9,000)
Goodwill (79,863) –

Loss on dilution of shareholding in an associate (28,849) –
Provision for properties held for sale (17,500) –
Write-back of deficit on revaluation

of investment properties 52,725 –
Gain on disposal of subsidiaries 4 525,726 –

Profit from operating activities 5 360,361 96,226
Finance costs (34,951) (48,685)
Share of results of associates (20,016) (14,118)

Profit before tax 305,394 33,423
Tax 6 593 (8,688)

Profit before minority interests 305,987 24,735
Minority interests (464,942) (62,103)

Net loss from ordinary activities
attributable to shareholders (158,955) (37,368)

HK cents HK cents

Loss per share 7
Basic 1.7 0.4

Diluted N/A N/A
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CONDENSED CONSOLIDATED BALANCE SHEET

30th June, 31st December,
2002 2001

Note HK$’000 HK$’000

ASSETS
NON-CURRENT ASSETS
Goodwill 68,736 –
Fixed assets 515,737 601,859
Investment properties 1,889,822 1,728,991
Properties under development 28,235 27,797
Interests in associates 403,962 422,945
Investment securities 373,246 263,140
Held-to-maturity securities 153,067 –
Loans and advances 56,491 60,090
Assets less liabilities attributable to

banking operations 8 146,507 4,203,475

3,635,803 7,308,297

CURRENT ASSETS
Properties held for sale 98,000 115,500
Inventories 41,558 62,640
Held-to-maturity securities 32,796 354,550
Other investments in securities 472,209 450,638
Loans and advances 117,673 30,966
Debtors, prepayments and deposits 9 280,512 182,907
Certificates of deposit held 1,000,000 –
Pledged time deposits 155,835 155,791
Cash and bank balances 2,604,618 716,865

4,803,201 2,069,857

TOTAL ASSETS 8,439,004 9,378,154

EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Share capital 10 920,109 920,109
Reserves 11 3,347,989 3,292,655

4,268,098 4,212,764

MINORITY INTERESTS 1,967,864 3,829,312

NON-CURRENT LIABILITIES
Long term bank loans 12 570,419 675,471

CURRENT LIABILITIES
Bank loans 12 851,282 261,358
Loan note 13 58,500 73,500
Creditors, accruals and deposits received 14 670,063 267,326
Tax payable 52,778 58,423

1,632,623 660,607

TOTAL EQUITY AND LIABILITIES 8,439,004 9,378,154
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Six months ended
30th June,

2002 2001
HK$’000 HK$’000

Total equity as at 1st January 4,212,764 4,820,663

Surplus on revaluation of investment properties 27,820 –
Exchange differences on translation of the

financial statements of foreign entities 11,682 (20,756)

Net gains/(losses) not recognised in the
condensed consolidated profit and loss account 39,502 (20,756)

Release of goodwill previously eliminated
against reserves upon disposal of subsidiaries 174,787 –

Net loss from ordinary activities
attributable to shareholders (158,955) (37,368)

Total equity as at 30th June 4,268,098 4,762,539
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

Six months ended
30th June,

2002 2001
HK$’000 HK$’000

(Restated)

Net cash outflow from operating activities (795,804) (129,119)
Net cash inflow/(outflow) from investing activities 2,036,601 (7,445)
Net cash outflow from financing activities (306,264) (160,822)

Net increase/(decrease) in cash and cash equivalents 934,533 (297,386)
Cash and cash equivalents at 1st January 716,865 996,048
Exchange realignments 17,014 (30,771)

Cash and cash equivalents at 30th June 1,668,412 667,891

Analysis of balances of cash and cash equivalents:
Cash and bank balances (Note) 1,668,412 667,891

Note:
Cash and bank balances with original maturity

of three months or less 1,668,412 667,891
Placements with banks and other financial

institutions with original maturity
over three months 936,206 –

Total cash and bank balances at 30th June 2,604,618 667,891
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NOTES TO THE INTERIM FINANCIAL STATEMENTS

1. PRINCIPAL ACCOUNTING POLICIES

The interim financial statements are unaudited, condensed and have been prepared in accordance with Hong
Kong Statement of Standard Accounting Practice (“SSAP”) 25 (revised) “Interim financial reporting” issued by
the Hong Kong Society of Accountants (“HKSA”).

The accounting policies and disclosure practices adopted in the preparation of the interim financial statements
are consistent with those adopted in the Group’s audited financial statements for the year ended 31st December, 2001
except that the Group has changed certain of its accounting policies and disclosure practices as a result of the
adoption of the following SSAPs issued by HKSA which are effective for accounting periods commencing on or
after 1st January, 2002:

SSAP 1 (revised): Presentation of financial statements

SSAP 1 (revised) prescribes the basis for the presentation of financial statements and sets out guidelines for
their structure and minimum requirements for the content thereof. The main revision to SSAP 1 is that the
requirement for a statement of recognised gains and losses has been replaced by a statement of changes in
equity.

SSAP 11 (revised): Foreign currency translation

SSAP 11 (revised) prescribes the accounting treatment and disclosure requirement for foreign currency activities.
It requires the profit and loss account of a foreign subsidiary to be translated at an average rate for the period.
The Group has adopted the transitional provision as permitted under SSAP 11 (revised) not to reflect the
changes in policy as a prior period adjustment. The changes in policy are applied only to current and future
financial statements. The Group has translated the profit and loss account of foreign subsidiaries for the period
at average rates in order to comply with this SSAP. The revised SSAP has not had any significant impact on
the interim financial statements.

SSAP 15 (revised): Cash flow statements

SSAP 15 (revised) prescribes the basis for the presentation and content of cash flow statement. Cash flows
are classified into three categories, namely operating, investing and financing activities instead of five categories.
Accordingly, certain comparative amounts in the cash flow statement have been reclassified to conform with
the current period’s presentation as set out on page 5.

SSAP 25 (revised): Interim financial reporting

SSAP 25 (revised) prescribes the minimum content of an interim financial report. As in line with the revision
made in SSAP 1, condensed statement of recognised gains and losses, formerly being one of the minimum
components of an interim financial report, was replaced by the condensed statement of changes in equity as
set out on page 4.

SSAP 33: Discontinuing operations

SSAP 33 establishes principles for reporting information about discontinuing operations. This SSAP has not
had any significant impact on the interim financial statements.

SSAP 34: Employee benefits

SSAP 34 prescribes the accounting treatment and disclosure requirement for employee benefits. The new
SSAP requires an enterprise to recognise a liability when an employee has provided service in exchange for
employee benefits to be paid in the future; and an expense when the enterprise consumes the economic
benefit arising from service provided by an employee in exchange for employee benefits. This SSAP has not
had any significant impact on the interim financial statements.



7

INTERIM REPORT  2002

L I P P O  C H I N A  R E S O U R C E S  L I M I T E D

中期業績報告

NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

2. SEGMENT INFORMATION

Segment information is presented by way of business segment as the primary reporting format and geographical
segment as the secondary reporting format.

The Group’s operating businesses are structured and managed separately, according to the nature of their
operations. The Group’s business segments represent different strategic business units which are subject to
risks and returns that are different from other business segments. In respect of geographical segment reporting,
turnover is based on the location of customers. A description of the business segments is as follows:

(a) treasury investment segment includes investment in cash and bond markets;

(b) property investment and development segment includes letting of properties and sale of completed
properties;

(c) securities investment segment includes dealings in securities and disposals of investments;

(d) food businesses segment engages in food manufacturing, wholesale distribution of food and allied
fast-moving consumer goods;

(e) money lending segment includes the provision of finance;

(f) corporate finance and securities broking segment provides securities and futures brokerage, investment
banking, underwriting and other related advisory services;

(g) banking businesses segment engages in the provision of commercial and retail banking; and

(h) other segment includes the underwriting of general insurance business, the provision of general insurance
agency services and fund management.

An analysis of the Group’s segment revenue and segment results by business segment and geographical
segment is set out below:

Business segment

Six months ended 30th June, 2002

Property Corporate
investment finance and Inter-

Treasury and Securities Food Money securities Banking segment
investment development investment businesses lending broking businesses Other elimination Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue
External 40,024 54,675 78,984 267,386 8,447 29,748 24,538 37,005 – 540,807
Inter-segment 3,597 4,811 – 6,732 41 – 77 – (15,258 ) –

Total 43,621 59,486 78,984 274,118 8,488 29,748 24,615 37,005 (15,258 ) 540,807

Segment results 41,506 83,151 (47,727 ) 4,421 503 (5,719 ) 498,649 (1,552 ) (2,208 ) 571,024

Unallocated corporate
expenses (Note) (212,836 )

Finance costs (32,778 )
Share of results of

associates – 182 – – – – 11,834 (32,032 ) – (20,016 )

Profit before tax 305,394
Tax 593

Profit before
minority interests 305,987

Minority interests (464,942 )

Net loss from ordinary
activities attributable
to shareholders (158,955 )

Note: Amount included provisions for impairment losses for fixed assets and goodwill of HK$83,666,000 and HK$79,863,000
respectively.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

2. SEGMENT INFORMATION (continued)

Business segment (continued)

Six months ended 30th June, 2001

Property Corporate
investment finance and Inter-

Treasury and Securities Food Money securities Banking segment
investment development investment businesses lending broking businesses Other elimination Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue
External 31,974 51,211 145,670 242,120 129,354 37,680 248,324 19,410 – 905,743
Inter-segment 18,028 4,934 – – 1,402 – 13,396 – (37,760 ) –

Total 50,002 56,145 145,670 242,120 130,756 37,680 261,720 19,410 (37,760 ) 905,743

Segment results 33,496 25,438 (50,940 ) (3,626 ) 42,269 3,834 81,913 4,677 (2,100 ) 134,961

Unallocated corporate
expenses (44,606 )

Finance costs (42,814 )
Share of results of

associates – (766 ) – – – – (2,206 ) (11,146 ) – (14,118 )

Profit before tax 33,423
Tax (8,688 )

Profit before
minority interests 24,735

Minority interests (62,103 )

Net loss from ordinary
activities attributable
to shareholders (37,368 )

Geographical segment

Six months ended 30th June, 2002

Republic of Mainland
Hong Kong Singapore China Other Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue 225,212 271,310 34,770 9,515 540,807

Segment results 491,544 (24,528) 140,415 (36,407) 571,024

Six months ended 30th June, 2001

Republic of Mainland
Hong Kong Singapore China Other Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue 485,910 379,299 31,036 9,498 905,743

Segment results 141,661 (31,541) 18,429 6,412 134,961
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

3. TURNOVER

Turnover represents the aggregate of gross income on treasury investment which includes interest income on
bank deposits and held-to-maturity securities, gross rental income, gross proceeds from sales of properties
and investments, gross income from underwriting and securities broking, sales income from food businesses,
interest income from money lending business, gross income from fund management, gross premiums from
insurance business, dividend income and net interest income, commissions, dealing income and other revenues
from banking subsidiaries, after elimination of all significant intra-group transactions.

An analysis of the turnover of the Group by principal activity is as follows:

Six months ended
30th June,

2002 2001
HK$’000 HK$’000

Treasury investment 40,024 31,974
Property investment and development 54,675 51,211
Securities investment 78,984 145,670
Food businesses 267,386 242,120
Interest and other income from money lending business 8,447 129,354
Corporate finance and securities broking 29,748 37,680
Banking businesses 24,538 247,464
Other 37,005 19,410

540,807 904,883

Turnover attributable to banking businesses represents turnover generated from Finibanco (Macau), S.A.R.L.,
a licensed credit institution under the Financial System Act of the Macao Special Administrative Region of the
People’s Republic of China, since its acquisition by the Group in May 2002 and that generated from The
Hongkong Chinese Bank, Limited up to its disposal by the Group in January 2002. Turnover attributable to
banking businesses is analysed as follows:

Six months ended
30th June,

2002 2001
HK$’000 HK$’000

Interest income 34,693 629,765
Interest expenses (13,614) (435,186)
Commission income 2,188 24,028
Commission expenses (274) (3,149)
Net dealing income and other revenues 1,545 32,006

24,538 247,464

4. GAIN ON DISPOSAL OF SUBSIDIARIES

On 17th January, 2002, the Group completed the disposal of its entire interest in The Hongkong Chinese Bank,
Limited (“HKCB”) and its subsidiaries for an aggregate consideration of HK$4.2 billion, giving rise to a gain on
disposal of subsidiaries, before minority interests, of HK$525,726,000. HKCB and its subsidiaries contributed a
profit before tax of HK$10,929,000 (2001 – HK$118,065,000) and profit after tax of HK$10,721,000 (2001 –
HK$112,164,000) to the Group during the period.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

5. PROFIT FROM OPERATING ACTIVITIES

Profit from operating activities is arrived at after crediting/(charging):

Six months ended
30th June,

2002 2001
HK$’000 HK$’000

Investment income from held-to-maturity securities:
Listed 1,968 300
Unlisted 2,173 –

Dividend income from listed investments 3,383 2,573
Net unrealised holding gain/(loss) on investment securities:

Listed (1,355) 3,112
Unlisted (8,877) (24,750)

Net realised and unrealised holding gain/(loss) on
other investments in securities:

Listed (12,419) (33,338)
Unlisted 644 1,256

Net unrealised holding gain on listed held-to-maturity securities – 1,550
Depreciation:

Banking operations (1,929) (24,902)
Other (17,031) (16,459)

Gain/(Loss) on disposal of fixed assets:
Banking operations – (78)
Other 111 (1,866)

Cost of inventories sold (207,784) (165,324)
Amortisation of goodwill arising on acquisition of subsidiaries (569) –
Provision for loss on guaranteed return arrangement

for fund management (16,502) (8,128)

6. TAX

Six months ended
30th June,

2002 2001
HK$’000 HK$’000

The Company and its subsidiaries:
Provision for the period:

Hong Kong 223 6,256
Overseas 35 48

258 6,304

Under/(Over) provisions for prior years:
Hong Kong – 2,551
Overseas 82 (209)

82 2,342

340 8,646

Share of tax attributable to overseas associates (933) 42

Tax charge/(credit) for the period (593) 8,688
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

6. TAX (continued)

Hong Kong profits tax has been provided for at the rate of 16 per cent. (2001 – 16 per cent.) on the estimated
assessable profits arising in Hong Kong for the period. Overseas tax has been calculated on the estimated
assessable profits for the period at the tax rates prevailing in the countries in which the Group operates. No tax
provision was required for the jointly controlled entity of the Group as it did not earn any assessable profit for
the period (2001 – Nil).

There were no material potential liabilities for deferred taxation as at 30th June, 2002 (2001 – Nil).

7. LOSS PER SHARE

(a) Basic loss per share

Basic loss per share is calculated based on (i) the net loss from ordinary activities attributable to
shareholders of HK$158,955,000 (2001 – HK$37,368,000), and (ii) the number of 9,201,089,000 shares
(2001 – 9,201,089,000 shares) in issue during the period.

(b) Diluted loss per share

No diluted loss per share is presented for the periods ended 30th June, 2002 and 2001 as there were
no dilutive potential ordinary shares.

8. ASSETS LESS LIABILITIES ATTRIBUTABLE TO BANKING OPERATIONS

Due to the dissimilar nature of banking and non-banking operations, assets less liabilities attributable to
banking operations were shown separately in the unaudited consolidated interim financial statements. The
financial information in respect of banking operations shown below is based on the unaudited financial statements
of Finibanco (Macau), S.A.R.L. (“Finibanco”) for the period ended 30th June, 2002, a subsidiary acquired by
the Group in May 2002. Finibanco is a licensed credit institution under the Financial System Act of the Macao
Special Administrative Region of the People’s Republic of China.

The comparative balances represent financial information in respect of Hongkong Chinese Limited (“HKCL”,
together with its subsidiaries, the “HKCL Group”) based on the consolidated financial statements of HKCL, a
listed subsidiary of the Company, for the year ended 31st December, 2001.

30th June, 31st December,
2002 2001

HK$’000 HK$’000

Cash and short-term funds 99,765 5,818,886
Placements with banks and other financial institutions maturing

between one and twelve months 7,731 37,847
Certificates of deposit held – 605,402
Other investments in securities – 194,146
Advances, trade bills and other accounts 183,974 12,170,419
Held-to-maturity securities – 465,298
Investment securities – 25,836
Interests in associates – 55,547
Fixed assets 1,057 1,261,591

292,527 20,634,972

Deposits and balances of banks and other financial institutions (79) (60,880)
Current, fixed, savings and other deposits of customers (142,136) (14,589,883)
Certificates of deposit issued – (990,607)
Other accounts and provisions (3,805) (790,127)

(146,020) (16,431,497)

146,507 4,203,475
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

8. ASSETS LESS LIABILITIES ATTRIBUTABLE TO BANKING OPERATIONS (continued)

After HKCL completed the disposal of The Hongkong Chinese Bank, Limited and its subsidiaries in January
2002, assets and liabilities of HKCL and its remaining subsidiaries, previously grouped under “Assets less
liabilities attributable to banking operations”, were reclassified and grouped under the respective lines of
assets and liabilities of the consolidated balance sheet of the Company.

Note:

Details of certain financial information in respect of the HKCL Group as at 31st December, 2001 or for the six
months ended 30th June, 2001, as the case may be, are set out below:

(a) Cash and short-term funds

31st December,
2001

HK$’000

Cash and balances with banks and other financial institutions 192,823
Money at call and short notice 5,102,398
Treasury bills 523,665

5,818,886

(b) Other investments in securities

31st December,
2001

HK$’000

Debt securities:
Listed, at market value 3,199
Unlisted, at fair value 3,874

7,073

Equity securities:
Listed, at market value 29,575
Unlisted, at fair value 123,719

153,294

Unlisted investment funds, at fair value 33,779

194,146

(c) Advances, trade bills and other accounts

31st December,
2001

HK$’000

Advances to customers 12,347,304
Advances to banks and other financial institutions 42,497
Trade bills 80,764
Other accounts 120,822
Accrued interest 71,714
Provisions for bad and doubtful debts (492,682)

12,170,419
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

8. ASSETS LESS LIABILITIES ATTRIBUTABLE TO BANKING OPERATIONS (continued)

Note: (continued)

(c) Advances, trade bills and other accounts (continued)

Included in advances to customers are assets leased under finance leases and hire purchase contracts
having the characteristics of finance leases. The balance of such advances involved is analysed as
follows:

31st December,
2001

HK$’000

Gross investment in finance leases and hire purchase contracts, receivable:
– not later than 1 year 166,412
– later than 1 year but not later than 5 years 491,532
– later than 5 years 1,071,298

1,729,242
Unearned future finance income (576,500)

Net investment in finance leases and hire purchase contracts 1,152,742

The net investment in finance leases and hire purchase
contracts may also be analysed as follows:

– not later than 1 year 138,717
– later than 1 year but not later than 5 years 421,587
– later than 5 years 592,438

1,152,742

Allowance for uncollectible finance leases and hire
purchase contracts receivable included in the
provision for loan losses 36,689

The cost of assets acquired during the year for letting to
customers under finance leases and hire purchase contracts 501,098

Non-performing loans, which represent the gross amount of advances, net of suspended interest, on
which interest has been placed in suspense or on which interest accrual has ceased are as follows:

31st December,
2001

HK$’000

Non-performing loans:
Gross advances 1,014,192
Less: Specific provisions (348,779)

665,413

Secured non-performing loans 517,830
Unsecured non-performing loans 496,362

1,014,192

Market value of collateral held 541,258

Amount of interest in suspense 478,548

The above specific provisions were made after taking into account the value of collateral in respect of
such advances.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

8. ASSETS LESS LIABILITIES ATTRIBUTABLE TO BANKING OPERATIONS (continued)

Note: (continued)

(d) Held-to-maturity securities

31st December,
2001

HK$’000

Debt securities, at amortised cost:
Listed 207,167
Unlisted 297,493

504,660
Less: Provisions for impairment in values (39,362)

465,298

Market value of listed debt securities 178,601

An analysis of the issuers of the held-to-maturity securities is as follows:
Central governments and central banks 150,003
Public sector entities 4,995
Banks and other financial institutions 168,769
Corporate entities 180,893

504,660

(e) Investment securities

31st December,
2001

HK$’000

Unlisted debt securities, at cost 11,590
Unlisted equity securities, at cost 14,246

25,836

An analysis of the issuers of the investment securities is as follows:
Club debentures 11,590
Other 14,246

25,836

(f) Supplementary information on banking operations included in the consolidated profit and loss account

Six months ended
30th June,

2001
HK$’000

Interest income 754,258
Interest expenses (445,195)
Net gain on foreign exchange trading 4,650
Realised and unrealised holding gains on other investments in securities 9,667
Dividend income from listed investments 2,301
Net loss from other dealing activities (434)
Charge for bad and doubtful debts (62,257)
Provisions made on held-to-maturity securities (3,136)
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

8. ASSETS LESS LIABILITIES ATTRIBUTABLE TO BANKING OPERATIONS (continued)

Note: (continued)

(g) Operating income by division

Six months ended
30th June,

2001
HK$’000

Commercial and retail banking 254,447
Treasury and investment activities 107,626
Corporate finance and securities brokerage 26,322
Other businesses 18,872

407,267

(h) Maturity profile of major assets and liabilities

1 year or 5 years
Repayable less but or less

on 3 months over but over After
demand or less 3 months 1 year 5 years Undated Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 31st December, 2001:
Assets
Treasury bills (including Exchange

Fund Bills) – 69,674 453,991 – – – 523,665
Cash and other short-term funds 192,823 5,102,398 – – – – 5,295,221
Placements with banks and other financial

institutions maturing between one and
twelve months – 27,819 10,028 – – – 37,847

Certificates of deposit held – 39,997 294,452 270,953 – – 605,402
Debt securities:

Other investments in securities – – – – – 7,073 7,073
Held-to-maturity securities – 76,991 185,147 207,684 3,865 30,973 504,660
Investment securities – – – – – 11,590 11,590

Advances to customers 1,177,731 1,255,196 1,048,040 2,827,200 4,647,982 1,391,155 12,347,304
Advances to banks and other

financial institutions 8,125 – 1,560 32,812 – – 42,497

1,378,679 6,572,075 1,993,218 3,338,649 4,651,847 1,440,791 19,375,259

Liabilities
Deposits and balances of banks and

other financial institutions 27,641 33,239 – – – – 60,880
Current, fixed, savings and other

deposits of customers 2,257,901 11,018,244 1,313,738 – – – 14,589,883
Certificates of deposit issued – – 990,607 – – – 990,607

2,285,542 11,051,483 2,304,345 – – – 15,641,370

(i) Further details of the related off-balance sheet exposure are disclosed in Note 15 to the interim
financial statements.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

9. DEBTORS, PREPAYMENTS AND DEPOSITS

Included in the balances are trade debtors with ageing analysis as follows:

30th June, 31st December,
2002 2001

HK$’000 HK$’000
Outstanding balances with ages:

Repayable on demand 22,944 –
Within 30 days 48,634 48,298
Between 31 and 60 days 38,057 45,148
Between 61 and 90 days 24,061 27,155
Between 91 and 180 days 5,140 8,067
Over 180 days 16,554 1,234

155,390 129,902

Trading terms with customers are either on cash basis or on credit. For those customers who trade on credit,
invoices are normally payable within 30-90 days of issuance. Credit limits are set for customers. The Group
seeks to maintain tight control over its outstanding receivables in order to minimise credit risk. Overdue
balances are regularly reviewed by senior management.

10. SHARE CAPITAL

Shares
30th June, 31st December,

2002 2001
HK$’000 HK$’000

Authorised:
28,000,000,000 (31st December, 2001 – 28,000,000,000)

shares of HK$0.10 each 2,800,000 2,800,000

Issued and fully paid:
9,201,088,716 (31st December, 2001 – 9,201,088,716)

shares of HK$0.10 each 920,109 920,109

Share options

Pursuant to the Share Option Scheme for Employees of the Company (the “Scheme”) approved and adopted by
the shareholders of the Company on 2nd May, 1994, the Directors of the Company may, at their discretion,
grant to any employees (including Directors) of the Group options to subscribe for shares in the Company.

As at 1st January, 2002, certain directors and employees of the Group held a total of 5,800,000 share options
under the Scheme. The holder of each option is entitled to subscribe for six shares of HK$0.10 each in the
Company on or before 23rd June, 2007 at an exercise price of HK$0.883 per share (subject to adjustment).
The above share options were granted on 23rd June, 1997 at a consideration of HK$1.00 per grantee under
the Scheme. During the six months ended 30th June, 2002, no share options were cancelled or exercised.
The exercise in full of the 5,800,000 share options would, under the capital structure of the Company as at
30th June, 2002, result in the issue of 34,800,000 shares of HK$0.10 each in the Company and cash proceeds,
before expenses, of HK$30,728,000.

Warrants

As at 1st January, 2002, there were outstanding warrants in an aggregate subscription value of HK$429,356,000.
The warrants entitled the registered holders to subscribe in cash for up to approximately 1,341,738,000 new
shares of HK$0.10 each in the Company at a subscription price of HK$0.32 per share (subject to adjustment).
The warrants were exercisable at any time within a period of three years commencing on and including
23rd July, 1999. During the six months ended 30th June, 2002, no warrants were cancelled or exercised. The
exercise in full of the outstanding warrants with an aggregate subscription value of HK$429,356,000 would,
under the capital structure of the Company as at 30th June, 2002, result in the issue of approximately
1,341,738,000 shares of HK$0.10 each in the Company. On 22nd July, 2002, the subscription rights attached
to all the outstanding warrants expired and following such date, the warrants ceased to be valid for any
purpose. Subsequent to 30th June, 2002 and up to 22nd July, 2002, no warrants were cancelled or exercised.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

11. RESERVES
Investment Other

Special property asset Exchange
Share Capital capital revaluation revaluation equalisation Retained

premium reserve reserve reserve reserve reserve profits Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1st January, 2002 785,257 95,968 1,898,884 – 317,523 (173,508 ) 368,531 3,292,655
Revaluation surplus on

investment properties – – – 27,820 – – – 27,820
Release of goodwill previously

eliminated against reserves
upon disposal of subsidiaries – (2,277 ) 177,064 – – – – 174,787

Transfer of portion of depreciation
charge on leasehold properties
attributable to the related
revaluation surplus to retained
profits – – – – (2,772 ) – 2,772 –

Exchange differences on
consolidation – – – – – 11,682 – 11,682

Loss for the period – – – – – – (158,955 ) (158,955 )

As 30th June, 2002 785,257 93,691 2,075,948 27,820 314,751 (161,826 ) 212,348 3,347,989

Pursuant to a special resolution passed at an extraordinary general meeting of the Company on 2nd December,
1997 and the confirmation by the court on 22nd December, 1997, the then entire amount standing to the credit
of the share premium account of the Company in the amount of HK$849,149,000 was cancelled on
23rd December, 1997 (the “Cancellation”).

The credit arising from the Cancellation was transferred to a special capital reserve account. A summary of the
terms of the undertaking given by the Company (the “Undertaking”) in respect of the application of the special
capital reserve is set out below:

(1) The reserve is to be used for eliminating goodwill which has already arisen on the acquisition of
subsidiaries and associates at the date of the Cancellation and that arising as a result of future
acquisitions.

(2) The reserve (a) shall not be treated as realised profits and (b) shall be treated as an undistributable
reserve for so long as there shall remain any outstanding debts or claims which were in existence on
the date of the Cancellation provided that:

(i) the Company shall be at liberty to apply the reserve for the same purposes as a share premium
account may be applied; and

(ii) the amount of the reserve may be reduced by the amount of any future increase in the share
capital and the share premium account. Any part of the reserve so reduced is released from the
terms of the Undertaking.

Pursuant to a special resolution passed at an extraordinary general meeting of the Company on 23rd December, 1998
and the confirmation by the court on 26th January, 1999, the then issued and fully paid-up share capital of the
Company was reduced from approximately HK$1,533,498,000 divided into 3,066,996,246 shares of HK$0.50
each to approximately HK$306,700,000 divided into 3,066,996,246 shares of HK$0.10 each and an amount
standing to the credit of the share capital account of the Company of approximately HK$1,226,799,000 was
cancelled and transferred to a special capital reserve account, the application of which is subject to the same
conditions as specified in (2)(a) and (2)(b)(ii) of the terms of the Undertaking above.

As at 1st January, 2002, the balance of the special capital reserve subject to the Undertaking amounted to
HK$502,092,000. As a result of the disposal of subsidiaries as referred to in Note 4 to the interim financial
statements, an amount of HK$177,064,000 of the goodwill previously eliminated against this reserve account
was realised and added back to the reserve. As at 30th June, 2002, the balance of the special capital reserve
subject to the Undertaking was increased by HK$177,064,000 and amounted to HK$679,156,000.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

12. BANK LOANS

30th June, 31st December,
2002 2001

HK$’000 HK$’000

Bank loans, secured (Note) 1,421,701 936,829
Portion due within one year

included under current liabilities (851,282) (261,358)

Non-current portion 570,419 675,471

The maturities of bank loans are as follows:
Within one year 851,282 261,358
In the second year 216,426 284,980
In the third to fifth years, inclusive 244,795 242,337
After five years 109,198 148,154

1,421,701 936,829

Note: The bank loans were secured by shares in certain listed subsidiaries held by the Group, first legal mortgages over
certain investment properties and leasehold land and buildings of the Group and certain securities owned by margin
clients of the Group.

13. LOAN NOTE

As at 1st January, 2002, the Group had an outstanding loan note of HK$73,500,000 (“Loan Note”) due to Lippo
Limited (“Lippo”), an intermediate holding company of the Company. The Loan Note is repayable immediately
upon Lippo’s issuing a written notice of not less than 10 days, interest-bearing at Hong Kong Dollar prime rate
and the interest thereon is payable monthly. During the period, the Group redeemed HK$15,000,000 of the
Loan Note at par in cash. As at 30th June, 2002, after the above redemption, the Group had an outstanding
Loan Note of HK$58,500,000.

14. CREDITORS, ACCRUALS AND DEPOSITS RECEIVED

Included in the balances are trade creditors with ageing analysis as follows:

30th June, 31st December,
2002 2001

HK$’000 HK$’000

Outstanding balances with ages:
Repayable on demand 234,713 –
Within 30 days 25,514 38,646
Between 31 and 60 days 30,015 29,279
Between 61 and 90 days 13,240 6,865
Between 91 and 180 days 16,344 5,947
Over 180 days 22,079 3,019

341,905 83,756
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

15. CONTINGENT LIABILITIES

At the balance sheet date, the Group had the following contingent liabilities:

(a) Guarantees in respect of banking facilities

30th June, 31st December,
2002 2001

HK$’000 HK$’000

Guarantees provided in respect of
banking facilities granted to:

An associate – 11,100
Investee companies 2,925 2,924

2,925 14,024

(b) As at 30th June, 2002, the Group has entered into certain foreign exchange contracts. Pursuant to the
contracts, the Group is committed to sell Japanese Yen with principal sums of HK$138,308,000
(31st December, 2001 – HK$131,177,000), purchase Japanese Yen with principal sums of HK$65,600,000
(31st December, 2001 – HK$15,575,000), sell United States Dollar with principal sums of HK$64,702,000
(31st December, 2001 – HK$15,595,000) and purchase United States Dollar with principal sums of
HK$124,797,000 (31st December, 2001 – HK$140,357,000).

(c) Details of off-balance sheet exposures related to banking operations

(i) Contingent liabilities and commitments

Summary of the contract amounts of each significant class of contingent liabilities and
commitments:

30th June, 31st December,
2002 2001

HK$’000 HK$’000

Direct credit substitutes – 20,882
Transaction-related contingencies 55,673 55,854
Trade-related contingencies 46,146 148,277
Forward forward deposits – 77,852
Other commitments with an original maturity of:

Under one year or which are
unconditionally cancellable – 2,711,893

One year and over – 70,853

101,819 3,085,611
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

15. CONTINGENT LIABILITIES (continued)

(c) Details of off-balance sheet exposures related to banking operations (continued)

(ii) Derivatives

There is no derivatives outstanding as at 30th June, 2002.

The following is a summary of the aggregate notional contract amounts of each significant type
of derivatives outstanding as at 31st December, 2001:

31st December, 2001
Trading Hedging Total

HK$’000 HK$’000 HK$’000

Exchange rate contracts:
Forward contracts 425,038 – 425,038
Currency swaps 63,915 30,878 94,793

Interest rate contracts:
Interest rate swaps – 173,881 173,881

488,953 204,759 693,712

The contract/notional amounts, credit risk weighted amounts, and replacement costs of the
above off-balance sheet exposures of last year were as follows:

31st December, 2001
Credit

Contract/ risk
notional weighted Replacement
amount amount cost

HK$’000 HK$’000 HK$’000

Contingent liabilities and commitments 3,085,611 109,648 N/A
Derivatives:

Exchange rate contracts 519,831 3,988 13,020
Interest rate contracts 173,881 790 1,207

3,779,323 114,426 14,227

16. COMMITMENTS

The Group had the following capital commitments at the balance sheet date:

30th June, 31st December,
2002 2001

HK$’000 HK$’000

Capital commitments in respect of property, plant and equipment:
Contracted, but not provided for 1,496 4,151

Other capital commitments:
Contracted, but not provided for 6,240 6,238

7,736 10,389
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (continued)

17. RELATED PARTY TRANSACTIONS

(a) As at 31st December, 2001, the Group had the following balances with The Hongkong Chinese Bank,
Limited (“HKCB”), a former banking subsidiary of the Company, and its subsidiaries, which have not
been eliminated on consolidation:

31st December,
2001

HK$’000

Included under the following item as referred to
in Note 8 to the interim financial statements:

Current, fixed, savings and other deposits of customers 194,856

As at 31st December, 2001, connected parties of the Group, including holding companies, fellow
subsidiaries and a former substantial shareholder of a subsidiary of the Company and their related
companies, had the following balances with HKCB and its subsidiaries:

31st December,
2001

HK$’000

Included under the following item as referred to
in Note 8 to the interim financial statements:

Current, fixed, savings and other deposits of customers 2,512,803

The Directors are of the opinion that these transactions were undertaken on terms similar to those
offered to unrelated customers in the ordinary course of business of the relevant companies. HKCB and
its subsidiaries ceased to be related parties to the Group after their disposal by the Group in January
2002.

As at 30th June, 2002, the Group had amounts due from associates in a total of HK$153,515,000
(31st December, 2001 – HK$172,454,000), amounts due to associates in a total of HK$2,155,000
(31st December, 2001 – HK$2,138,000) and an amount due from a jointly controlled entity of
HK$69,937,000 (31st December, 2001 – HK$69,937,000). The balances with the associates and the
jointly controlled entity are unsecured, interest-free and have no fixed terms of repayment.

(b) During the period, the Group received rental income amounting to HK$2,108,000 (2001 – HK$2,108,000)
from Lippo Limited (“Lippo”), an intermediate holding company of the Company. The rental was
determined by reference to open market rentals.

(c) During the period, the Group paid interest of HK$1,669,000 (2001 – HK$4,194,000) to Lippo. The
interest was paid on the Loan Note due to Lippo as referred to Note 13 to the interim financial
statements. The interest rate was determined by reference to the then market lending rates.
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OTHER FINANCIAL INFORMATION

Set out below are further information relating to banking operations of the Group prior to the
disposal of The Hongkong Chinese Bank, Limited (“HKCB”) in January 2002.

1. Management of risks

HKCB, a former principal subsidiary of Hongkong Chinese Limited (“HKCL”, together with
its subsidiaries, the “HKCL Group”), had established policies and procedures for risk
management which were reviewed regularly by management and various management
committees including the Asset and Liability Committee, Operations Committee, Credit
Committee and Audit Committee to ensure the proper monitoring and control of all major
risks arising from the HKCL Group’s activities at all times. The Asset and Liability Committee
met regularly to oversee the compliance of the HKCB’s activities with all the risk limits
approved by the directors of HKCL Group. The Internal Auditors and Compliance Officers
of the HKCL Group also performed regular reviews to supplement the various internal
control measures adopted by management and different divisions to ensure compliance
with these policies and procedures.

(a) Credit risk

Credit risk arose from the possibility that the counterparty in a transaction may
default. It arose from lending, trade finance, treasury, derivatives and other activities
undertaken by the HKCL Group.

The credit policies of HKCB and its subsidiaries set out in detail the credit approval
and monitoring mechanism, the loan classification criteria and provisioning policy,
which was established in accordance with the requirements and provisions of the
Hong Kong Banking Ordinance and the relevant guidelines issued by the Hong
Kong Monetary Authority.

The credit risk management function was independent of business units. It oversaw
the implementation of credit policies and ensured the quality of credit evaluation
and approval. Credit approval was conducted in accordance with the HKCL Group’s
credit policies, taking into account the type and tenor of loans, creditworthiness and
repayment ability of prospective borrowers, collateral available and the resultant
risk concentration in the context of the HKCL Group’s total assets.

Day-to-day credit management was performed by the Credit Committee. Decisions
made by the Credit Committee were reviewed regularly by the executive directors of
the HKCL Group and the HKCL Group’s board of directors, which also consisted of
non-executive directors who were independent of the day-to-day operations of the
HKCL Group.

The HKCL Group had established guidelines to ensure that all new products were
properly designed and reviewed prior to their approval. All relevant departments
within the HKCL Group were required to involve and ensure that appropriate
processes, systems and controls were in place before any new product was launched.
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OTHER FINANCIAL INFORMATION (continued)

1. Management of risks (continued)

(b) Liquidity risk

HKCB managed the liquidity structure of its assets, liabilities and commitments in
view of market conditions and its business needs, as well as to ensure that its
operations met with the statutory requirement on minimum liquidity ratio.

Management comprising executive directors and senior managers monitored the
liquidity position of HKCB on an ongoing basis to ensure the availability of sufficient
liquid funds to meet all obligations as they fell due and to make the most efficient
use of the HKCL Group’s financial resources.

(c) Capital

The HKCL Group maintained a strong capital base to support the development of
its businesses and to comply with the statutory requirement on minimum capital
adequacy ratio.

Capital was allocated to the various activities of the HKCL Group depending on the
degree of risks associated with activity.

(d) Interest rate risk

Interest rate risk primarily resulted from timing differences in the repricing of interest
bearing assets, liabilities and commitments. HKCB’s interest rate positions arose
mainly from treasury and commercial banking activities undertaken. HKCB had
established policies and systems to monitor its interest-sensitive positions and net
repricing gap. The interest rate risk was managed and monitored regularly by the
Treasury Department (the “Treasury”) under the guidelines and limits approved by
the directors.

(e) Foreign exchange risk

Foreign exchange risk was the risk to earnings or capital arising from movements of
foreign exchange rates.

HKCB’s foreign exchange risk primarily arose from currency exposures originating
from its commercial banking activities and foreign exchange dealings by the Treasury.
Foreign exchange risk was managed and monitored on an ongoing basis by the
Treasury under the guidelines and limits approved by the directors.
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OTHER FINANCIAL INFORMATION (continued)

1. Management of risks (continued)

(f) Market risk

Market risk was the risk that changes in interest rates, foreign exchange rates,
equity or commodity prices would affect the prices of financial instruments taken or
held by HKCB. Financial instruments included foreign exchange contracts, interest
rate contracts, equity and fixed income securities.

Market risk limits were approved by the HKCL Group’s board of directors. Actual
positions were compared with approved limits and monitored by the Assets and
Liabilities Management Committee which was made up of executive directors, the
treasurer and senior managers of HKCB. Exposures were measured and monitored
on the basis of principal or notional amounts, outstanding balances and
pre-determined stop-loss limits. All market risk trading positions were subject to
periodic mark-to-market valuation, which was monitored and managed by the
Treasury. With respect to the investment accounts, the HKCL Group had established
evaluation procedures for the selection of fund managers and the Treasury performed
regular reviews of the operation and performance of these investment accounts.
The HKCL Group’s Internal Auditors also performed regular reviews and testing to
ensure compliance with the market risk limits and guidelines adopted by the HKCL
Group.

2. Segment information

On the basis of the location of the principal operations of the HKCL Group or, in the case
of HKCB, on the location of the branches responsible for reporting the results or booking
the assets, the HKCL Group operated predominantly in Hong Kong with over 90 per cent.
of the HKCL Group’s operating income, profit before taxation, total assets, total liabilities,
contingent liabilities and commitments arose therefrom or booked therein.
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MANAGEMENT DISCUSSION AND ANALYSIS

Significant events during the period

On 17th January, 2002, Hongkong Chinese Limited (“HKCL”), a listed subsidiary of the Company,
completed the disposal (the “Disposal”) of its entire interest in The Hongkong Chinese Bank,
Limited (“HKCB”), then a banking subsidiary of HKCL, and its subsidiaries, for an aggregate
consideration of HK$4.2 billion, representing a premium of approximately 30 per cent. over the
consolidated net assets of HKCB immediately prior to the Disposal. The Disposal resulted in a
gain, net of minority interests, of HK$32.8 million attributable to the Group and increased the
Group’s net assets by HK$207.6 million after taking into account the release of goodwill of
HK$174.8 million previously eliminated against reserves.

On the same date, the Group also completed the acquisition (the “Acquisition”) of 35.2 per cent.
effective interest in HKCL from China Resources Enterprise, Limited for an aggregate
consideration of approximately HK$1.8 billion. Goodwill arising on the Acquisition amounted to
HK$79.9 million, representing a premium of 4.6 per cent. over the net assets acquired. Such
goodwill was written-off and charged against the profit and loss account for the period.

Accordingly, the Disposal and the Acquisition together resulted in a net loss of HK$47.1 million
and a net increase in net assets of HK$127.7 million to the Group. Following the Disposal,
HKCL continued to engage in various financial services businesses.

Results for the period

As a result of the Disposal, the turnover mix of the Group changed significantly. Among the
total turnover, 22 per cent. (2001 – 20 per cent.) was contributed from treasury and securities
investments, 49 per cent. (2001 – 27 per cent.) from food businesses and 4.5 per cent. (2001 –
27 per cent.) from banking businesses. Total turnover dropped 40 per cent. to HK$541 million
(2001 – HK$905 million).

The Disposal enabled the Group to realise its investment at an attractive premium at an
appropriate time. However, the downturn in the local property and investment markets has
adversely affected the Group’s performance during the period. After taking into account the
provisions made for its property portfolio and securities investments, the aforesaid net loss
arisen from the Disposal and the Acquisition and the results of certain associates, the Group
recorded a net loss attributable to shareholders of HK$159 million for the six months ended
30th June, 2002 (2001 – HK$37.4 million).

Given the uncertainty in the local property market, a total provision of HK$166 million
(2001 – HK$12 million) for diminution in value of properties was made against the Group’s
property portfolio in Hong Kong. The loss was mitigated by part of the revaluation surplus of
HK$117 million arising from Lippo Plaza in Shanghai, the People’s Republic of China (“China”)
with the remaining balance of HK$28 million credited to the investment property revaluation
reserve account. Rental income remained a stable income source of the Group and increased
by 6.8 per cent. as compared to the corresponding period in last year.



L I P P O  C H I N A  R E S O U R C E S  L I M I T E D

26

INTERIM REPORT  2002 中期業績報告

MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Results for the period (continued)

As a result of the adverse conditions in the stock markets, the Group also made total provisions
for diminution in value of HK$22.3 million (2001 – HK$65.1 million) for its securities investments
during the period. Most of the investments of the Group had been marked to their market
values.

In early 2002, Export and Industry Bank, Inc. (old “EIB”), an associate of the Company in the
Philippines, completed legal merger with Urban Bank, Inc. and Urbancorp Investments, Inc..
The new merged bank was named as Export and Industry Bank, Inc. (new “EIB”) and is now
ranked number 18 in terms of capital and number 22 in terms of total assets among the 45
universal and commercial banks in the Philippines. Approval for the listing of the shares of the
new EIB on the Philippines Stock Exchange has been obtained and the shares are expected to
be listed shor tly. Pursuant to the merger, the Group’s interest in EIB decreased from
approximately 37 per cent. (before minority interests) to approximately 21 per cent., resulting in
a one-off loss on dilution of shareholding of HK$28.8 million. The results of the new EIB has
improved over the period, contributing a profit of HK$12.8 million (2001 – loss of HK$2.2
million) to the Group.

Share of results of associates also included a loss attributable to the Group’s 25 per cent.
interest in the Meizhou Wan power plant project in Fujian Province, China. Since expenses
incurred were no longer capitalised upon completion of the construction work in 2001 whereas
negotiation of the electricity tariff was still in process, there was a shortfall in revenue and
resulted in a loss of HK$30.5 million (2001 – Nil) shared by the Group. Recently, the project
company has reached an interim agreement with the local power company, pursuant to which a
framework was set out to resolve the outstanding issues, in particular, that relating to electricity
tariff.

Total assets and net asset value

Total assets dropped HK$0.9 bil l ion to HK$8.4 bil l ion as at 30th June, 2002 (31st
December, 2001 – HK$9.3 billion), mainly due to the special distribution made by HKCL to its
shareholders following the Disposal. It amounted to approximately HK$2.0 billion, of which
HK$0.7 billion was distributed to its minority shareholders. Despite the net loss for the period,
net asset value of the Group increased slightly to HK$4.3 billion (31st December, 2001 –
HK$4.2 billion) and consolidated net asset value per share remained the same as last year end
at HK$0.46.

Liquidity ratio and gearing ratio

As a result of the Disposal, the financial position of the Group was strengthened over the period
with an aggregate of certificates of deposit held and cash balances amounted to HK$3.8 billion
(2001 – HK$1.7 billion, adjusted to include cash balances of HKCL and its subsidiaries, other
than HKCB and its subsidiaries). As at the end of June 2002, liquidity ratio remained at a very
healthy level of 2.9:1 (31st December, 2001 – 3.1:1). The decrease was mainly due to increase
in bank loans.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Liquidity ratio and gearing ratio (continued)

As part of the financing arrangement for the Acquisition, total bank loans of the Group increased
to HK$1,422 million (31st December, 2001 – HK$937 million), of which 60 per cent.
(31st December, 2001 – 28 per cent.) was repayable within one year. Subsequent to the end of
the period, HK$163 million of bank loans has been repaid. During the period, the Group also
repaid HK$15 million unsecured loan note due to Lippo Limited, the intermediate holding company
of the Company, and accordingly, the balance outstanding at the end of the period reduced to
HK$58.5 million (31st December, 2001 – HK$73.5 million). Including the above loan note,
gearing ratio (total borrowings to shareholders’ equity) stood at 35 per cent. as at 30th June,
2002 (31st December, 2001 – 24 per cent.). It was still well below the average among companies
in the same industry.

The Group’s banking facilities (other than those relating to banking operations) were secured by
certain leasehold land and buildings, investment properties and shares in certain subsidiaries
owned by the Group and certain securities owned by margin clients of the Group, with interest
carried at floating rates. As at 30th June, 2002, 82 per cent. (31st December, 2001 – 75 per cent.)
of such bank loans were denominated in United States dollars or Hong Kong dollars. When
appropriate, hedging instruments including forward contracts, swaps and currency loans are
used to manage foreign exchange exposures.

Other than those attributable to banking operations, the Group had no material capital
commi tments  or  cont ingent  l iab i l i t ies  outs tand ing a t  the  end o f  June 2002
(31st December, 2001 – Nil).

Changes in accounting policies

Certain accounting policies of the Group and disclosure practices were changed as a result of
the adoption of the new or revised accounting standards issued by the Hong Kong Society of
Accountants with details as set out in Note 1 to the interim financial statements. These had no
significant impact on the Group’s profit and loss account or balance sheet.

Staff and remuneration

The Group had approximately 780 employees as at 30th June, 2002. Total staff costs incurred
during the period amounted to HK$97 million (2001 – HK$189 million). The Group offered
competitive remuneration packages to its employees. Certain employees of the Group were
granted options under share option schemes of their respective companies.

Outlook

With the recessionary haze clinging on the economy, the outlook for profitability remains weak.
In response to the challenging environment, the Group will continue to seek to diversify its
income sources and enhance its asset returns. The Group believes that the increase in the
stake of HKCL would enhance the shareholders’ value of the Company. With its strong and
healthy financial position, the Group is well placed to actively but prudently explore investment
opportunities in the region.
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BUSINESS REVIEW AND PROSPECTS

Business review

The operating environment remained difficult for the first half of the year. The sluggish global
economy was further aggravated by the corporate scandals in the United States. Volatile stock
markets, stagnant local property markets, high unemployment rate and deflation continued to
weaken the local economy as well as investment sentiment. Amid this adverse operating
environment, the Group recorded a net loss of HK$159 million for the period under review.

The Group’s investment properties continued to maintain a very high level of occupancy during
the period under review amid a softening leasing market. The rental generated has provided the
Group with a stable recurrent income although due to the weak local market conditions, the
achievable rates have been steadily declining especially in the office sector. “Lippo Plaza”, a
grade A office and retail complex situated at Huaihai Zhong Road, Shanghai, the People’s
Republic of China (“China”), also achieved nearly full occupancy during the period under review
and the rental rate is still on an upward trend. The Group has 66.5 per cent. interest in this
project.

The 724 megawatt (net) coal-fired Meizhou Wan power plant project in Putian City, Fujian
Province, China, in which the Group has 25 per cent. interest, has been physically completed
and in operation. However, its formal commercial operation has been postponed due to the
ongoing re-negotiation of the electricity tariff and other terms with the Fujian provincial authorities
and the local power company. The postponement of the formal commercial operation of the
power plant project, despite its physical completion and revenue-generating operation, is not in
accordance with the terms of its project financing. The project company has been working
closely with the lenders, the Fujian provincial authorities and the local power company and has
recently reached an interim agreement with the local power company regarding the electricity
tariff and other terms with a view to resolving all the issues amicably.

The economic conditions in Singapore and South-east Asia further deteriorated. Auric Pacific
Group Limited, a listed subsidiary of the Company in Singapore, recorded a net loss attributable
to shareholders of S$5.9 million, a decrease of 8 per cent. as compared to a net loss of S$6.4
million for the last corresponding period. For the period under review, provisions for exchange
losses and diminution in values of its investments were made.

Hongkong Chinese Limited (“HKCL”), a listed subsidiary of the Company, and its subsidiaries
(“HKCL Group”) reported a consolidated net loss attributable to shareholders of HK$11.7 million.

In view of the keen competition and difficult operating environment in the banking industry,
HKCL successfully completed the disposal of The Hongkong Chinese Bank, Limited (“HKCB”)
and its subsidiaries to CITIC Ka Wah Bank Limited on 17th January, 2002 for an aggregate
consideration of HK$4.2 billion.
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BUSINESS REVIEW AND PROSPECTS (continued)

Business review (continued)

With the disposal of HKCB and its subsidiaries, HKCL Group has a very strong financial
position and is well-positioned to take advantage of any good investment opportunities. To
enhance its shareholders’ value, the Company increased its controlling interest in HKCL. On
17th January, 2002, the Company completed the acquisition from China Resources Enterprise,
Limited of the remaining 50 per cent. interest in Lippo CRE (Financial Services) Limited (now
known as HKCL Holdings Limited), the holding company of HKCL, and approximately 5.84 per
cent. interest in HKCL for an aggregate consideration of approximately HK$1.8 billion.
Furthermore, on 21st August, 2002, the Company entered into an agreement with independent
third parties for the acquisition of an additional 6.49 per cent. interest in HKCL for an aggregate
consideration of approximately HK$57 million. As at the date of this report, the Company is
interested in approximately 71.11 per cent. of the issued share capital of HKCL.

On 27th May, 2002, the HKCL Group successfully acquired 85 per cent. interest in the issued
share capital of Finibanco (Macau), S.A.R.L. (“Finibanco”), a licensed credit institution in Macau,
for MOP 190 million (equivalent to approximately HK$185 million). This acquisition is consistent
with the objective of the Group’s management of creating additional value for shareholders and
increasing its investment in the investment banking and financial service sector. China’s accession
to the World Trade Organization and Macau’s close proximity to the Pearl River Delta are
expected to further enhance the tourism and the financial and business activities in the territory.
It is expected that Finibanco can offer HKCL a platform to extend its financial services at an
important traffic and commercial hub at the entrance of the Pearl River Delta.

On 28th May, 2002, the HKCL Group also acquired 85 per cent. interest in the issued share
capital of ImPac Asset Management (Holdings) Ltd. which, through its subsidiaries, provides
investment and management advisory services in relation to mutual funds in Hong Kong and
Asia. This acquisition will complement the existing fund management business of HKCL.

Amid the tough economic environment, The Hong Kong Building and Loan Agency Limited
(“HKBLA”), a listed subsidiary of the Company, was able to achieve a net profit of HK$246,000
for the period under review, against a net loss of HK$13 million for the last corresponding
period. As a result of the low interest rates on deposits, HKBLA had taken opportunities to
invest in higher-yield investments. Accordingly, turnover generated from mortgage finance
business dropped whereas that from treasury investment activities increased. HKBLA is debt-free
and has maintained a very strong financial position throughout the period.

Prospects

It is expected that the global economy will remain volatile in the second half of the year. The
outlook for the local economy is also likely to remain difficult and challenging. Amid this adverse
operating environment, the Group is confident it can overcome the challenges ahead. With a
strong financial position, the Group is well-positioned to explore new investment opportunities
which will provide future growth and create long term value for the shareholders.
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ADDITIONAL INFORMATION

Interim dividend

The Directors do not recommend the payment of an interim dividend for the six months ended
30th June, 2002 (2001 – Nil).

Directors’ interests in the securities of the Company and associated corporations

As at 30th June, 2002, the interests of the Directors of the Company in the equity or debt
securities of the Company and its associated corporations (within the meaning of the Securities
(Disclosure of Interests) Ordinance (the “SDI Ordinance”)) as recorded in the register required
to be kept by the Company under Section 29 of the SDI Ordinance or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of Listed Companies (the “Model
Code”) were as set out below.

The Company
Amount of warrants

to subscribe for
Number of shares shares of

of HK$0.10 each HK$0.10 each
Name Type of interest in the Company in the Company*

Mochtar Riady Notes (i) and (ii) 6,141,720,389 HK$233,423,940.75
James Riady Notes (i) and (ii) 6,141,720,389 HK$233,423,940.75
Stephen Riady Notes (i) and (ii) 6,141,720,389 HK$233,423,940.75

* Details of the warrants are set out in Note 10 to the interim financial statements.

Lippo Limited (“Lippo”)
Number of shares

of HK$0.10 each
Name Type of interest in Lippo

Mochtar Riady Note (i) 248,297,776
James Riady Note (i) 248,297,776
Stephen Riady Note (i) 248,297,776
John Luen Wai Lee Personal 825,000
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ADDITIONAL INFORMATION (continued)

Directors’ interests in the securities of the Company and associated corporations
(continued)

Hongkong Chinese Limited (“HKCL”)
Number of shares

of HK$1.00 each
Name Type of interest in HKCL

Mochtar Riady Notes (i), (ii) and (iii) 873,318,440
James Riady Notes (i), (ii) and (iii) 873,318,440
Stephen Riady Notes (i), (ii) and (iii) 873,318,440
John Luen Wai Lee Personal 200

Family 200

Note:

(i) As at 30th June, 2002, Lippo Cayman Limited (“Lippo Cayman”), and through its wholly-owned subsidiaries,
Lippo Capital Limited (“Lippo Capital”), J & S Company Limited and Huge Returns Limited, was directly and
indirectly interested in an aggregate of 248,297,776 shares of HK$0.10 each in, representing approximately
56.7 per cent. of, the issued share capital of Lippo. Lippo Cayman is wholly owned by Lanius Limited (“Lanius”),
the trustee of a trust, the beneficiaries of which include Dr. Mochtar Riady, Mr. James Riady, Mr. Stephen
Riady and their respective family members.

(ii) As at 30th June, 2002, Lippo was indirectly interested in 6,141,720,389 shares of HK$0.10 each in, representing
approximately 66.7 per cent. of, the issued share capital of the Company, and warrants of the Company with
an aggregate subscription value of HK$233,423,940.75. The subscription rights attached to the warrants of the
Company expired on 22nd July, 2002 and following such date, the warrants ceased to be valid for any purpose.

(iii) As at 30th June, 2002, the Company was directly and indirectly interested in an aggregate of 873,318,440
shares of HK$1.00 each in, representing approximately 64.6 per cent. of, the issued share capital of HKCL.

(iv) As at 30th June, 2002, the Company was indirectly interested in 157,496,038 shares of HK$1.00 each in,
representing approximately 70 per cent. of, the issued share capital of The Hong Kong Building and Loan
Agency Limited.

(v) As at 30th June, 2002, Dr. Mochtar Riady, Mr. James Riady and Mr. Stephen Riady were deemed to be
interested in 3,481,769,218 shares of HK$0.10 each in AcrossAsia Multimedia Limited (“AAM”), an associated
corporation (within the meaning of the SDI Ordinance) of the Company.

(vi) As at 30th June, 2002, Mr. John Luen Wai Lee was interested in 230,000 shares of HK$0.10 each in AAM and
was deemed to be interested in 300,000 shares of US$1.00 each in KeyTrend Technology Holdings Limited, an
associate of AAM.

(vii) Dr. Mochtar Riady, Mr. James Riady and Mr. Stephen Riady were also deemed to be interested in the share
capital of the associated corporations (within the meaning of the SDI Ordinance) of the Company held through
Lippo Cayman under the provisions of the SDI Ordinance.

(viii) Certain Directors have non-beneficial personal equity interests in certain subsidiaries of the Company held for
the benefit of the Group solely for the purpose of holding the requisite qualifying shares.
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ADDITIONAL INFORMATION (continued)

Directors’ interests in the securities of the Company and associated corporations
(continued)

Save as disclosed herein, as at 30th June, 2002, none of the Directors or the chief executive of
the Company were beneficially interested in any equity or debt securities of the Company or
any of its associated corporations (within the meaning of the SDI Ordinance) which are required
to be recorded in the register kept by the Company under Section 29 of the SDI Ordinance or
which are required to be notified to the Company and the Stock Exchange pursuant to the
Model Code.

As at 30th June, 2002, the following Director of the Company held options as stated below:

Number of shares
of HK$0.10 each
in the Company

in respect of which
Name options have been granted*

John Luen Wai Lee 9,000,000

* The options were granted on 23rd June, 1997 at a consideration of HK$1.00 per grantee under the Share
Option Scheme for Employees adopted by the Company (the “Scheme”). Such options can be exercised on or
before 23rd June, 2007 in accordance with the rules of the Scheme to subscribe for shares in the Company at
an initial exercise price of HK$5.30 per share (subject to adjustment). Pursuant to the bonus issue of new
shares in the ratio of one for one in October 1997, the rights issue of new shares in July 1999 on the basis of
one rights share for every one share held and the rights issue of new shares in November 2000 on the basis of
one rights share for every two shares held, the holder of each option is entitled to subscribe for six shares of
HK$0.10 each in the Company at an exercise price of HK$0.883 per share (subject to adjustment). None of the
options were exercised by the above Director during the six months ended 30th June, 2002.

Save as disclosed herein, as at 30th June, 2002, none of the Directors or the chief executive of
the Company nor their spouses or children under 18 years of age, were granted or had exercised
any right to subscribe for any equity or debt securities of the Company or any of its associated
corporations (within the meaning of the SDI Ordinance).
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ADDITIONAL INFORMATION (continued)

Share option schemes

Pursuant to the Scheme approved and adopted by its shareholders on 2nd May, 1994 (the
“Adoption Date”), the Directors of the Company may, at their discretion, grant to any employees
(including Directors) of the Company and its subsidiaries options to subscribe for shares in the
Company. The purpose of the adoption of the Scheme was to provide an incentive scheme to
the employees of the Company and its subsidiaries. Under the rules of the Scheme, no more
options can be granted from the tenth anniversary of the Adoption Date. The options can be
exercisable after two months from the date on which the options are deemed to be granted and
accepted and prior to the expiry of ten years from that date.

The maximum number of shares in respect of which options may be granted under the Scheme
shall not exceed 10 per cent. of the number of issued shares of the Company from time to time,
excluding the aggregate number of shares issued on exercise of options, and the maximum
number of shares in respect of which options may be granted under the Scheme in any one
financial year shall not exceed 5 per cent. of the total number of issued shares of the Company
from time to time. In addition, the maximum number of shares in respect of which options may
be granted under the Scheme to any grantee shall not exceed 25 per cent. of the number of
shares subject to the Scheme at the time of grant. The exercise price for the share under the
Scheme will be determined by the Directors of the Company at their absolute discretion but in
any event shall not be less than 80 per cent. of the average of the closing price of the shares of
the Company as stated on daily quotation sheets of the Stock Exchange for the five trading
days immediately preceding the date of offer of the option or the nominal value of the shares of
the Company, whichever is the greater. The consideration for the grant is HK$1.00 per grantee
which must be paid on acceptance to the Company by the grantee within 28 days after the date
of offer of the option.

The following is a summary of movement in share options of the Company during the six
months ended 30th June, 2002:

Quantity of
share options

Period Quantity of exercised/lapsed Quantity of
during which share options during the share options

Exercise price share options outstanding at  six months ended outstanding at
Date of grant per share  are exercisable 1st January, 2002 30th June, 2002 30th June, 2002

23rd June, 1997 HK$0.883 August 1997 5,800,000 Nil 5,800,000
to June 2007

5,800,000 Nil 5,800,000
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ADDITIONAL INFORMATION (continued)

Share option schemes (continued)

Pursuant to the bonus issue of new shares in the ratio of one for one in October 1997, the
rights issue of new shares in July 1999 on the basis of one rights share for every one share
held and the rights issue of new shares in November 2000 on the basis of one rights share for
every two shares held, the holder of each share option is entitled to subscribe for six shares of
HK$0.10 each in the Company in cash at the above exercise price per share which is subject to
adjustment.

As at 30th June, 2002, save for Mr. John Luen Wai Lee, a Director of the Company, held
1,500,000 options, none of the Directors, chief executive or substantial shareholders of the
Company or their respective associates had any interests in options to subscribe for shares of
the Company. The remaining 4,300,000 share options are held by directors of the Company’s
subsidiaries or employees of the Company or its subsidiaries.

As at the date of this report, the total number of shares available for issue under the Scheme is
920,108,871 shares of HK$0.10 each, representing approximately 10 per cent. of the issued
share capital of the Company. The exercise in full of the 5,800,000 share options would, under
the present capital structure of the Company, result in the issue of 34,800,000 shares of
HK$0.10 each, representing approximately 0.38 per cent. of the issued share capital of the
Company.

Since no share options were granted under the Scheme during the six months ended
30th June, 2002, no value of the share options granted has been disclosed.

On 1st September, 2001, Chapter 17 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) was amended whereby if the Company wishes to continue
to grant share options under the Scheme on or after 1st September, 2001, it must also comply
with the new requirements set out therein.

Details of the share option schemes of the subsidiaries of the Company are set out below.

(a) Pursuant to the Share Option Scheme for Employees (the “HKCL Scheme”) approved and
adopted by the shareholders of HKCL, a listed subsidiary of the Company, on
21st September, 1992 (the “HKCL Adoption Date”), the directors of HKCL might, at their
discretion, grant to any full time employees of HKCL and its subsidiaries (“HKCL Group”),
including full time executive directors, options to subscribe for shares in HKCL. The
purpose of the adoption of the HKCL Scheme was to motivate the employees of the
HKCL Group. Under the rules of the HKCL Scheme, no more options could be granted
from the tenth anniversary of the HKCL Adoption Date. The share options vested after six
months and were exercisable for a period expiring on the tenth anniversary date after the
options were granted and accepted.
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ADDITIONAL INFORMATION (continued)

Share option schemes (continued)

The maximum number of shares in respect of which options might be granted under the
HKCL Scheme should not exceed 10 per cent. of the number of issued shares of HKCL
from time to time, excluding the aggregate number of shares which were issued pursuant
to the HKCL Scheme, and the maximum number of shares in respect of which options
might be granted in any one financial year should not exceed 5 per cent. of the total
number of issued shares of HKCL from time to time. In addition, the maximum number of
shares in respect of which options might be granted under the HKCL Scheme to any
grantee should not exceed 25 per cent. of the number of shares of HKCL subject to the
HKCL Scheme at the time of grant. The exercise price of options was determined by the
board of directors of HKCL and should not be less than the higher of the nominal value of
the shares of HKCL and 80 per cent. of the average closing prices of the shares of HKCL
on the Stock Exchange for the five trading days immediately preceding the date of offer of
the options. The consideration for the grant was HK$1.00 per grantee which must be paid
on acceptance to HKCL by the grantee within 28 days after the date of offer of the
options.

The following is a summary of movement in share options of HKCL during the six months
ended 30th June, 2002:

Quantity of
Period Quantity of share options Quantity of

during which share options lapsed during the share options
Exercise price share options outstanding at  six months ended outstanding at

Date of grant per share  are exercisable 1st January, 2002 30th June, 2002 30th June, 2002

9th March, 1994 HK$2.59 September 1994 490,000 490,000 Nil
to March 2004

4th August, 1999 HK$2.40 February 2000 100,000 100,000 Nil
to August 2009

590,000 590,000 Nil

The holder of each share option was entitled to subscribe for one share of HK$1.00 in
HKCL in cash at the above exercise price per share which was subject to adjustment.
The above interests in options to subscribe for shares of HKCL were held by the employees
of the HKCL Group. No options were exercised by the option holders and all the above
outstanding options lapsed in January 2002 in accordance with the rules of the HKCL
Scheme as the holders of the options were no longer the employees of the HKCL Group.

As at 30th June, 2002, none of the Directors, chief executive or substantial shareholders
of the Company or their respective associates had any interests in options to subscribe
for shares of HKCL.
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ADDITIONAL INFORMATION (continued)

Share option schemes (continued)

Since no share options were granted under the HKCL Scheme during the six months
ended 30th June, 2002, no value of the share options granted has been disclosed.

Subsequent to 30th June, 2002, no further share options have been granted and the
HKCL Scheme expired on 21st September, 2002.

(b) Pursuant to the Executives’ Share Option Scheme of Auric Pacific Group Limited (“Auric”),
a listed subsidiary of the Company in Singapore, approved by the shareholders of Auric
on 17th December, 1992 (the “Auric Scheme”), the directors of Auric may, at their discretion,
grant to any employees of Auric or any of its subsidiaries (“Auric Group”) options to
subscribe for shares in Auric. The purpose of the adoption of the Auric Scheme was to
provide opportunities for full-time senior executives of the Auric Group of the rank of
manager and above (including full time executive directors of Auric) who have contributed
to the growth and prosperity of the Auric Group to participate in the equity of Auric. The
Auric Scheme will continue in operation for a period of ten years from the date of adoption,
that is, 17th December, 1992 and will expire after 16th December, 2002 unless extended
with the approval of the shareholders at a general meeting of Auric. The share options
should be held for one year from the date of grant before they can be exercised.

The total number of shares in respect of which Auric may grant options shall at no time
exceed 5 per cent. of the total issued share capital of Auric (the “Issue Limit”). The total
number of shares for which Auric may grant options in any one financial year shall not
exceed 10 per cent. of the Issue Limit (the “Annual Limit”) provided that any part of the
Annual Limit not utilized may, subject to any necessary approvals, be carried forward to
succeeding financial years and for this purpose, the unutilized Annual Limit of a financial
year shall be added to and form part of the Annual Limit of the next succeeding year. The
maximum number of shares of Auric in respect of which options may be granted to any
single executive for the entire duration of the Auric Scheme shall not in aggregate exceed
1,000,000 shares of Auric. The maximum entitlement of each participant under the Auric
Scheme is as follows:

Maximum entitlement
Category of shares of Auric

Chief Executive Officer 200,000
Chief Financial Officer 100,000
Divisional Directors 100,000
General Managers 30,000
Assistant General Managers 20,000
Business Managers 15,000
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ADDITIONAL INFORMATION (continued)

Share option schemes (continued)

The exercise price for the share under the Auric Scheme will be an amount equal to the
greater of the nominal value of the shares of Auric and the average of the last transacted
prices of the shares of Auric for the five consecutive market days on which dealings in
shares took place on the Singapore Exchange Securities Trading Limited immediately
preceding the date on which the share options were offered. The consideration for the
grant is S$1.00 per grantee which must be paid on acceptance to Auric within 30 days
after the date of offer of the options.

The following is a summary of movements in share options of Auric during the six months
ended 30th June, 2002:

Quantity of Quantity of
share options share options

Period during Quantity of exercised lapsed Quantity of
Exercise which share share options during the during the share options

price options are outstanding at six months ended six months ended outstanding at
Date of grant per share exercisable 1st January, 2002 30th June, 2002 30th June, 2002 30th June, 2002

25th March, 1998 S$1.02 March 1999 75,000 Nil 15,000 60,000
to March 2003

27th April, 1999 S$1.53 April 2000 135,000 Nil 30,000 105,000
to April 2004

210,000 Nil 45,000 165,000

The holder of each share option is entitled to subscribe for one share of S$0.50 in Auric
in cash at the above exercise price per share which is subject to adjustment. During the
six months ended 30th June, 2002, no options were exercised and options for 45,000
shares of S$0.50 each lapsed as the holders of these options were no longer the employees
of the Auric Group.

As at 30th June, 2002, none of the Directors, chief executive or substantial shareholders
of the Company or their respective associates had any interests in options to subscribe
for shares of Auric. The above interests in options to subscribe for shares of Auric were
held by the employees of the Auric Group.

As at the date of this report, the total number of shares available for issue under the Auric
Scheme is 2,041,500 shares of S$0.50 each (provided further options for such shares are
granted), representing approximately 1.62 per cent. of the issued share capital of Auric.
The exercise in full of the remaining options which had been granted would, under the
present capital structure of Auric, result in the issue of 165,000 shares of S$0.50 each,
representing approximately 0.16 per cent. of the issued share capital of Auric.

Since no share options were granted under the Auric Scheme during the six months
ended 30th June, 2002, no value of the share options granted has been disclosed.
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ADDITIONAL INFORMATION (continued)

Substantial shareholders

As at 30th June, 2002, according to the register of interests kept by the Company under
Section 16(1) of the SDI Ordinance, and so far as is known to the Directors, the persons (other
than a Director or chief executive of the Company) who were, directly or indirectly, beneficially
interested in 10 per cent. or more in the issued share capital of the Company were as set out
below.

Number of shares
of HK$0.10 each Approximate

Name in the Company percentage

Skyscraper Realty Limited (“Skyscraper”) 6,141,720,389 66.7
First Tower Corporation (“First Tower”) 6,141,720,389 66.7
Lippo 6,141,720,389 66.7
Lippo Capital 6,141,720,389 66.7
Lippo Cayman 6,141,720,389 66.7
Lanius 6,141,720,389 66.7

Note:

(i) By virtue of Section 8 of the SDI Ordinance, Lanius, Lippo Cayman, Lippo Capital, Lippo and First Tower were
deemed to have the same beneficial interests in the shares of the Company as Skyscraper.

(ii) The above interests are the same as the interests of Dr. Mochtar Riady, Mr. James Riady and Mr. Stephen
Riady as disclosed in the section headed “Directors’ interests in the securities of the Company and associated
corporations”.

Purchase, sale or redemption of securities

During the six months ended 30th June, 2002, there was no purchase, sale or redemption of
securities of the Company by the Company or any of its subsidiaries.

Code of Best Practice

In the opinion of the Directors, the Company has complied with the Code of Best Practice as
set out in Appendix 14 of the Listing Rules throughout the period, except that the non-executive
Directors were not appointed for a specific term but are subject to retirement by rotation and
re-election at the Company’s annual general meetings in accordance with the Company’s Articles
of Association.

Review of interim report

The 2002 Interim Report has been reviewed by the Company’s Audit Committee which comprises
two independent non-executive Directors.

By Order of the Board
Lippo China Resources Limited

John Luen Wai Lee
Director

Hong Kong, 25th September, 2002


