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Hang Lung Properties Limited

OVERVIEW

The weak global economy, together with the outbreak
of Severe Acute Respiratory Syndrome (SARS) and
its effect on the Hong Kong economy, were the
primary factors that influenced the operations of Hang
Lung Properties during the 2002-2003 financial year.
Turnover fell 10.1% to HK$2,142.5 million as people
adopted a cautious approach to business. The drop
in turnover was mainly due to decreased sales of
apartments at Garden Terrace where just six units
were sold during the financial year, compared to 27

over the preceding year.

To offset the negative business impact of SARS we
introduced new operational, commercial and
promotional activities, which in turn resulted in
extraordinary expenditure. This expenditure included
the funding of additional cleaning operations in our
residential and commercial properties, the sympathetic
waiving of rentals in one shopping mall and the
introduction of new promotional tools to regenerate

business for tenants of our commercial portfolio.

As a result, net profit attributable to ordinary
shareholders decreased 16.3% to HK$1,010.1 million.
The Directors propose a final dividend of 29 cents per
ordinary share, which is the same as last year. The
total ordinary dividend for the year is 40 cents per

ordinary share, same as last year.

Hong Kong's property market during the year under
review has faced difficulties that were clearly reflected
in the Group’s business results. Both the selling price
of units in primary and secondary markets and the
rental rates of all leasing properties have generally
declined. Fortunately, our rental revenue in Hong
Kong increased slightly during the year, whereas
income from our two projects in Shanghai recorded a

considerable growth.
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(REBULHE) Turnover and Profit before Taxation
Development Land Bank BEAA= AR
[fOf‘ sale in HOﬂg Kong] for the year ended 30 June
R-FE=F A=+H
at 30 June 2003 (A&7 $Million)
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0
89% 1999 2000 2001 2002 2003
m £ Residential m FRETATEF Profit before Taxation
48,/ %= 1 Commercial / Office B Turnover
£ BRI Group Performance
2003 2002 #&) Change
BERX BET BET AnXk
$Million $Million $Million %
EXE Turnover
MEHEE Property Leasing
BB Hong Kong 1,711.6 1,701.4 +10.2 +1
A B KB Mainland China 312.5 201.0 +111.5 +55
HEREYE Disposal of
Investment Properties 118.4 480.8 -362.4 -75
2,142.5 2,383.2 -240.7 -10
BRBE AR F Profit before Taxation
MRS Property Leasing
Bk Hong Kong 1,284.0 1,358.6 -74.6 -5
Fh B K P Mainland China 242 .4 169.6 +72.8 +43
HEREWE Disposal of
Investment Properties 37.8 130.7 -92.9 =71
1,564.2 1,658.9 -94.7 -6
Other Revenue 60.4 93.0 -32.6 -35
Administrative Expenses (88.3) (88.6) 0.3 0
Finance Costs (272.2) (256.9) -15.3 b
1,264.1 1,406.4 -142.3 -10
EERRR Net Profit attributable to
PE L &R Ordinary Shareholders 1,010.1 1,207.0 -196.9 -16
EREZHBR AN
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We have taken the retail trends of Mongkok’s
busy streets to new levels with the opening of
the landmark Grand Tower Shopping Mall.
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In October 2002, through privatization, we acquired
the shareholding of our parent company, Hang Lung
Group Limited in Grand Hotel Holdings Limited, which
owned two hotel buildings, Grand Plaza Hotel and
Grand Tower Hotel. Grand Hotel Holdings is now a
wholly owned subsidiary of Hang Lung Properties. The
total gross floor area of our investment properties has
increased by 65,275 sq m, and we have since gained
additional income from Grand Plaza Apartments.

Meanwhile, construction work on our properties under
development has progressed on schedule. We have
made good progress on our new developments and on
the reconfiguration of existing investment properties
to ensure that they meet the needs of their target
markets. New marketing and sales programmes will
be initiated in the last quarter of 2003.
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Hang Lung Properties Limited

PROPERTY DEVELOPMENT
AND SALES

HONG KONG

Four prime residential developments are still under
construction, and are on programme to meet their
targeted completion dates. In the wake of the SARS
outbreak, we have ensured that the provisions that
will help prevent the spread of bacteria and disease
are integrated into these developments. These include
the installation of new piping/drainage systems and
UVC in-duct air purifiers to overcome any potential
problems that may be found in existing drainage
systems. We are confident that the quality of units we
are producing will receive a strong response from the

market when they are launched.

Superstructure work at Carmel-on-the-Hill at
Carmel Village Street, Ho Man Tin, is progressing.
This 24-storey residential tower, which is built over a
4-storey car park and retail podium, will provide 188
units ranging in size from 55 sq m to 110 sqg m. The
work is expected to be completed by October 2003.
Show flats are being constructed, and units will be
put on sale in the fourth quarter of 2003.

The HarbourSide at the Airport Railway Kowloon
Station consists of three blocks of 80-storey
residential towers over a 5-storey car park podium.
This development will offer 1,122 residential units,
comprising 1,062 standard units, 24 combined units
and 36 duplex units. The units range in size from 96
sq m to 272 sqg m and some include balconies. The
occupation permit has been issued in July 2003, and
our marketing and sales programme will commence

in the last quarter of 2003.
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The HarbourSide

located at Airport Railway
Kowloon Station, consists
of three blocks of 80-storey
residential towers. It will
be the landmark of West
Kowloon.
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Plaza 66

sited at Nan Jing Xi Lu,
Shanghai. Shopping facility
of Plaza 66 features leading
international brand names
such as Cartier, Chanel and
Louis Vuitton.
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Aqua Marine, situated at Sham Shing Road on the
West Kowloon Reclamation, is scheduled for
completion in the fourth quarter of 2003. All
concreting work has been completed and interior-
finishing work is progressing smoothly. We hold an
85% shareholding in the development, which consists
of five residential towers built over a 3-storey
carparking/retail podium and one level basement. The
development includes clubhouse and recreational
facilities. The residential towers contain 1,616 units
ranging in size from 46 sq m to 119 sq m. This
development is one of the Government’s two pilot
mixed-housing schemes. Under the lease conditions,
about 30% of the residential area will be returned to

the Government for sale as subsidized housing.

The Long Beach, which is also located on the West
Kowloon Reclamation at Hoi Fai Road, is built on a
prime sea view site. The eight blocks of 46-storey
residential towers comprise a total of 1,823 units
ranging in size from 62 sq m to 132 sq m. The
development also contains a three-storey car park,
office and retail podium and a 4,000 sq m detached
clubhouse with recreational facilities. The project is
expected to be completed in the second quarter of

2004. We have not yet set a launch date for this project.

SHANGHAI

Foundations are being laid at Office Tower 2 of Plaza
66 at Nan Jing Xi Lu. This tower with a gross floor
area of 81,400 sq m is part of the prestigious Plaza 66
development, which comprises a huge shopping mall
and twin office towers. The 66-storey Office Tower 1
is already completed and leased. The 51-storey Office
Tower 2 is linked to Office Tower 1 by a specially
designed bridge and is expected to be completed
in 2006.
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Hang Lung Properties Limited

lifestyle
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PROPERTY LEASING

Our rental revenue is generated from properties in
the commercial, office, residential/apartment,
industrial/office and car park sectors. Although Hong
Kong's rental market in all sectors has experienced
a significant downward adjustment in the past few
years, our revenue over the last financial year in Hong
Kong increased by 1% to HK$1,711.6 million.
Following the acquisition of Grand Hotel Holdings
Limited in the last quarter of 2002, approximately
65,275 sq m of investment properties have been added
to our existing property portfolio. Our two Shanghai
projects, Plaza 66 and The Grand Gateway generated
for us sound levels of income at a total of HK$312.5
million, which was a substantial increase over the
previous year. Total rental income therefore increased
by 6% over last year. Occupancy rates in our Hong
Kong portfolio stood at a satisfactory level of 89%
whereas rental rates dropped by 4.5%.
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At Hang Lung Properties, it’s all about lifestyle. The
Summit with its double duplex function room and
clubhouse facilities epitomises our goal of enabling
residents to relax and entertain at leisure — both
inside and outside thei'r;.z;p‘ rtments. B
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Hang Lung Properties Limited

HONG KONG

Commercial and Retail Sector

In our commercial and retail sector, an already
shrinking retail market was dealt a further blow by
the SARS outbreak. Some tenants requested rental
concessions and a few large chain stores closed non-
core shops as a result of fewer overseas visitor arrivals
and reduced local consumer spending. Despite these,
revenue from this sector increased 0.9% to HK$1,000.9

million during the year under review.

Causeway Bay is still regarded as Hong Kong's
dominant shopping area, especially for younger Hong
Kong people and tourists. At Fashion Island/Fashion
Walk, rental income recorded a decrease of 1% and
the occupancy level stood at 98%. Hang Lung Centre
has undergone a change in tenant mix, and a famous
Japanese household retailer has moved into the
second floor. By the end of the financial year, it was
97% let.

Shopping malls in Quarry Bay target residents from
nearby mass residential developments. Kornhill
Plaza, situated conveniently above the Taikoo Mass
Transit Railway Station, has successfully maintained
at 100% occupancy rate and an 8.3% increase in

rental income.

The Peak Galleria at The Peak performed
satisfactorily with a 93% occupancy rate after a careful

adjustment of the tenant mix.

Amoy Plaza at Ngau Tau Kok experienced serious
hardship in the second quarter of this year during
the SARS outbreak period. Variety shows were
organized to generate customer traffic, and we are
pleased that, at the time of writing, the number of
people passing through the development was back

to normal levels. Meanwhile, we used this period
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Hang Lung Centre

located in Causeway Bay,
one of the dominant
shopping areas for younger
people and tourists.
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Grand Tower

consists 14 floors of office
space, seven floors of retail
space and a single floor of
car parks.
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as an opportunity to improve the development’s
tenant mix. While the occupancy rate was
maintained at 91%, rental revenue dropped 9.8%,

primarily as a result of 20 days rental waivers.

Grand Tower Arcade, our shopping mall in Mongkok,
together with the former hotel floors above, has been
renamed Grand Tower. The hotel floors have been
converted into office space and the building’s new
profile includes 14 floors of office space, seven floors
of retail space and a single floor of car parks.
Conversion work began in January 2003 and was
substantially completed. Interest from potential
tenants during the pre-marketing stage has been
encouraging. At present, 70% of retail space has been
rented. Ritz Building, Park-In Commercial Centre and
Hollywood Plaza are also situated in this renowned
shopping district and offer easy access to the Mass
Transit Railway Station. Occupancy rates dropped to

88% in last financial year.

Office Sector

The demand for office accommodation has continued
to slacken as corporate downsizing and restructuring
make their impact on the marketplace. Rents
decreased a further 5.4% compared with 2001/2002
as a result of the increase in supply of new office
developments. Despite this, we are pleased in general
with the occupancy rates we have been able to sustain
throughout the last financial year. We do not
foresee any great improvement in the office market
because of the over-supply situation, especially in the

Central district.
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Hang Lung Properties Limited
REYWFHERE ES N
Investment Property Size #XA=+8 at30 June Property Value ®AA=+A at30June
[FF 75K 000 sq.m.) [(E&7T $Million)
800 40,000
600 | - 30,000 I B EE -
]
[ ]
400 —p1 0 B L B 20,000
o e BRTME
n {FE/EA Properties under
200 Residential / Apartment 10,000 Development
RFR/ IR " BAME
Office / Industrial Investment
m 7## Commercial 0 Properties
1999 2000 2001 2002 2003 1999 2000 2001 2002 2003

B¥E DM Segmental Analysis

EHEmEE HelA
Gross Floor Area Rental Revenue
(75K sq.m.) (BET $Million)

2003 2002 2003 2002

REY* Investment Properties

—-&E - Hong Kong

[k Commercial 217,600 212,800 1,000.9 991.9
BFE Office 210,900 188,200 463.8 490.4
BFE I% Office/Industrial 35,000 35,000 22.1 243
= B Residential/Apartment 80,100 35,600 120.8 70.6

Investment Properties

- Mainland China
Commercial 153,600 99,900 157.5 76.3
Office 78,200 78,200 155.0 124.7
BERHIEAR Projects under Development
ik Commercial 44,700 44,700 - =
BFiE Office 81,400 81,400 - -
ZF=E Residential 367,600 367,600 - =
1,269,100 1,143,400 1,920.1 1,778.2
B/EH
No. of Carparking Spaces

Car Parks 6,304 6,272 104.0 124.2
Total 2,024.1 1,902.4

# CRAEEZEGER

Including the Group's attributable interest




HEWA
Rental Revenue #Z=~A=+HULFE forthe year ended 30 June
(E&7T $Million)
2,250
| ]
| ]
-
.
1500 — — — — ——
R85
Car Parks
n (EE /BT
750 Residential / Apartment
2 Y
Office / Industrial
u i
Commercial
1999 2000 2001 2002 2003

BRI DT 2 IR EYIZ Geographical Analysis of Investment Properties

RZFEE=FA=—+H at30June 2003

BEEE (TY¥IAK

BUHE 2T /Zo4EHNA(EBER

Gross Floor Area No. of 2002/03 Rental Revenue
(000 sq.m.) Carparking ($Million)
Spaces
a5t et
C /! R/A Total CP C 0/l R/A CP  Total
BB Hong Kong
BB Hong Kong Island:
FIRRk£8E Central and Admiralty 10.1 405 - 506 16 115.5 140.7 - - 2562

A8 87 Causeway Bay and Wanchai 408 388 189 985
E IR #&F Kornhill and Quarry Bay 541 373 353 1267
WIEK ¥ ILE The Peak and Mid-Levels 125 - 166 29
BB®E  Hong Kong South - - 92 92

NE : Kowloon:
A Mongkok?* 303 69.6 - 999
RHHE Tsimshatsui 61 111 0.1 173
FEAR Ngau Tau Kok and

i Kwun Tong 60.6 65 - 671
R»¥ERE  Cheung Sha Wan and

£y Kwai Chung 3.1 421 - 452

Xuhui District 101.9 = - 101.9
Jing An District 51.7 782 - 1299
A5t Total 371.2 3241 801 775.4
# RRAEEZ C: ma o/l: BFHE/ ITX
Representing the Group's attributable interest Commercial Office/Industrial

418 2169 1189 429 9.8 3885
1159 2092 668 200 248 3208

579 40.4 - 141 100 645
89 = - 433 - 433
1,473 1409 724 - 415 2548
= 248 474 0.5 - 727
785 2464 10 - 165 2639
199 6.8 387 = 1.4 469
1,100 73.3 = = = 7183

486 84.2 155.0 - 2392

6,304 1,158.4 640.9 120.8 104.0 2,024.1

RIA: (£E BfT cP: FES
Residential/Apartment Car Parks
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Rental income for our four office buildings in Central

recorded an 8.8% decrease over the previous year’s
figures while occupancy rates remained at a
satisfactory 92%. Office rent at Shui On Centre in
Wanchai has softened further and tenants have been
offered incentive packages, including rent-free
periods and the provision of office fit outs. Hang Lung
Centre in Causeway Bay had a comfortable occupancy
rate of 95% due to its prime location while rental
income remained steady. Our offices in Quarry Bay
and Kornhill were able to maintain a 90% occupancy
level throughout the year.

Leasing activity remained strong at our office
buildings in Mongkok and Tsimshatsui. Overall
occupancy rates were recorded at 91% while income
decreased by 3.5%. The occupancy rate for Park
Building in Cheung Sha Wan stood at 94%.
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Hang Lung Properties Limited

Residential/Apartment Sector

Rental revenue for residential/apartment properties was
affected by the increasing supply of competitive properties
and the diminishing budgets of corporate staff housing
allowances. For Hang Lung Properties, the leasing of
more units at The Summit has helped the situation.
Income has also been generated from apartment
properties acquired in October 2002. As a result, total
revenue from the rental of residential/apartment
properties increased 71.1% to HK$120.8 million.

The marketing of our luxury property, The Summit
on Stubbs Road, Hong Kong Island which is equipped
with state of the art appliances, home automation and
telecommunication systems, has always been
targeted at top executives from multinational
corporations. We recently redecorated a luxurious
multi-purpose penthouse function room for use by
tenants. Leasing activities of the development’s duplex
and double duplex units have been maintained at a
reasonably high level, and more than half of the 54

duplex units were let since its launch last June.

Burnside Estate in Hong Kong South maintained its
average occupancy at 91% although rental revenue

dropped by 3.4% from the previous year.

We have continued our programme of selling units at
Garden Terrace in Mid-Levels. By the end of the fiscal
year, we had sold 6 of the 74 four-bedroom units in the

development. A total of 69 units have now been sold.

The 5-storey Grand Plaza Hotel, which has changed
its operations to serviced apartments this year, and
the 7-storey Grand Plaza Apartments are now
consolidated as a single complex known as Grand
Plaza Apartments. Despite the abundance of serviced
apartments in Hong Kong, this conveniently located
property is attracting both Hong Kong families and
staff employed by international companies operating
in or around the area. Occupancy levels were 75%,
and because of the competitive market, room rates
dropped 13.1%.
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The Summit

on Stubbs Road, photo
showing a corner of the
cigar room located in the
multi-purpose penthouse
function room.
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Burnside Estate
located in Hong Kong South.
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Industrial/Office Sector

The overall occupancy level at our industrial/office
properties, primarily in Kwai Chung, during the
financial year stood at 70%. Total rental revenue
however dropped 9.1% to HK$22.1 million.

Car Park Sector

Our car park operations are regarded as among the
best in Hong Kong. We have had a smooth year of
operations as a result of our investment in effective in-
house software and our adherence to the
internationally recognised 1SO 9002 quality system.
However, our car park business has inevitably been
affected by the further downturn of the economy and

total parking revenue dropped 16.3% to HK$104 million.

SHANGHAI

Our Shanghai developments continue to record
dynamic growth. The Grade A office tower at Plaza 66
is attracting multinational corporate tenants and its
shopping mall also boasts a high profile international
tenant list. The Grand Gateway is Shanghai’s largest
shopping complex. Occupancy rates were maintained
at nearly 100% over the last financial year with a
significant growth in rental income compared with
2001/02. Rental rates are expected to rise in the
coming year with lease renewals due to be negotiated.
Total rental revenue from the Shanghai properties

increased substantially to HK$312.5 million.
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Hang Lung Properties Limited

homes
ﬁ

Plaza 66 is located on Nan Jing Xi Lu, in the historic
Puxi district of Shanghai, a prestigious shopping
district. Tenants in its ground level shopping facility
include world renowned brands such as Cartier,
Chanel, Hermes and Louis Vuitton. The centre is
attracting a high volume traffic flow of customers,
not only from Shanghai but also from nearby
provinces. The 66-storey office tower, now the tallest
building in Puxi, boasts outstanding architectural
features. This Grade A office tower is equipped with
the latest management and automation systems for
maximum efficiency and convenience, and is occupied
primarily by multinational companies. Hang Lung
Properties holds a 79% interest in Plaza 66, which is
fully leased.
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Residents at Hang Lung’s new Grand Plaza
Apartments in Quarry Bay are the focus in
individual care and attention by staff trained to
ensure homes run smoothly.
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Hang Lung Properties Limited

The Grand Gateway is Shanghai's prime shopping
complex and is also fully leased. It is located above
Shanghai’s largest subway station, Xujiahui Station,
and provides a total gross floor area of 101,924 sq m.
A contemporary shopping mall, it comprises a
department store, multiplex theatres, fully integrated
family leisure facilities, restaurants, exotic food court
and many specialty shops. Hang Lung Properties’
interest in this shopping mall has increased from
approximately 47% to 66%, and we will hence enjoy a

greater share of rental income.

FINANCE AND TREASURY
OPERATIONS

As at 30 June 2003, the Group’s consolidated net bank
borrowings (after deducting cash and bank deposits)
totalled HK$6,833 million compared to HK$3,226
million of last year. The increase was mainly attributable
to capital expenditure on the Group’s property
development projects - The HarbourSide, the two West
Kowloon projects and the Ho Man Tin project.

In the syndicated loan market, the Group arranged a
HK$5.5 billion facility with a group of eighteen
international and local banks. The facility comprised
a b-year revolver of HK$3,666 million and a 7-year
term loan of HK$1,834 million. The success of this
transaction demonstrated the strong credit rating of
the Group and the confidence of the banking
community in our prudent management and financial

performance.

BRERBERE
EEERKNEESEREH -

At annual general meeting
board of directors met with
shareholders.
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At annual dinner
directors proposed a
toasting to all the guests.
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The Group’s undrawn banking facilities together
with bank deposits as at 30 June 2003 amounted to
HK$5,910 million, which comprised HK$1,104 million
bank deposits, HK$3,618 million committed facilities
and HK$1,188 million demand facilities. The ample
financial resources available to the Group will provide
adequate funding for operational and capital

expenditure requirements.

Bank borrowings are unsecured and it is our policy
to lengthen our debt maturity profile by refinancing
debts with medium to long-term committed facilities.
Of the total bank borrowings as at 30 June 2003, 8%
was repayable within one year, 21% was repayable
between 1to 4 years and 71% in repayable between 4

to 7 years.

Borrowing methods used by the Group included
syndicated loans, term loans, floating rate notes and
revolving facilities denominated mainly in Hong Kong
dollars. The interest rates for most of these
borrowings were floating rate, fixed by reference to
the Hong Kong Interbank Offered Rate. The Group
employs interest rate swaps when appropriate to
hedge its floating rate interest exposure. As at 30 June
2003, 17% of the Group's borrowings was hedged to
fixed interest rates.

EMPLOYEES

Hang Lung Properties’ continued success is
dependent on the skills, motivation and commitment
of our staff in all departments. Following the earlier
Group restructuring whereby all new projects are
handled by Hang Lung Properties, we have employed
our staff in Hong Kong directly with effect from July
2002 instead of reimbursing actual costs to Hang Lung
Group as previously. Hang Lung Properties now has
1,382 employees, of whom 1,021 work in Hong Kong,
with the remaining 361 employed on our Shanghai-

based projects.
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Hang Lung Properties Limited

As in past years, substantial resources have been
devoted to enhancing competency levels among staff.
Particular attention was paid to improving levels of
customer service, and training programmes during
the year have covered customer service skills and
courtesy training, as well as courses in
communication skills and Putonghua. At the same
time, other training programmes focused on skills
required for safeguarding the health and safety of our
employees and the users of our properties, including
a Health Guide on Working with Display Screen
Equipment to comply with new regulatory

requirements.

Our high regard for the value of our employees’
contributions was emphasised by the introduction of
Long Service Awards for those who have served 10
and 15 years. This supplements the existing 20-year
award. Outside the work environment, we continue
to recognise the importance of nurturing a community
spirit among staff members, and this was furthered
by a weekend cruise for staff members and their
families. In addition, our Staff Social Club again
organised a varied programme of events including
an Ocean Park Family Day, a movie session and a
course in Chinese Calligraphy. A large number of our
staff and their families also participated in the
Community Chest’s "Walk-A-Million”.

We are confident that our employees will continue to
provide a firm foundation for the success of the Group
and will maintain the high standards of service to

which we are committed.
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Walk-A-Million

was participated by a large
number of Hang Lung staff
and their families.
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Charity event

received not only practical
support, but also supported
by management team.
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SOCIAL RESPONSIBILITY

Our commitment to the communities within which
we operate continued over the past year with a
programme of financial and practical support to a
wide range of groups and individuals. Our chief focus
has been on education. In Hong Kong, we have
designed an innovative programme aimed at
encouraging the city's young entrepreneurs to
establish their own businesses. Forty shop units have
been set aside at our Amoy Plaza Complex. The area
is known as Discovery Avenue and applicants who
produce creative ideas, feasible business plans and
show that they have the ability to execute those plans,
will each be offered a unit on very favourable rental
terms. This, we believe, is a unique way of ensuring
that the “can do” philosophy that has driven Hong
Kong business in the past, continues into the future.

Other business education commitments we have
made over the past year include the Junior
Achievement Hong Kong, a tailor-made programme
for senior high school students. Hang Lung staff from
across the spectrum of the Group’s activities
participate in seminars that give students an insight
into the multi-discipline work of the company.

Within the broader community, we continue to
financially and morally support the Community Chest
and the newly formed Business Community Relief
Fund for Victims of SARS. We have also helped fund
business and community related research projects
that have been undertaken by research institutes such
as the One Country Two Systems Research Institute
and the China Foundation.

There are a myriad of other organisations in both our
Hong Kong and China marketplaces that we support,
both as a corporate entity and through specific staff
initiatives. This ethos will remain integral to our
philosophy of social responsibility.
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