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Principal Accounting Policies

(a) Statement of compliance

These accounts have been prepared in accordance with all applicable Statements of
Standard Accounting Practice ("SSAP”) and Interpretations issued by the Hong Kong
Society of Accountants, accounting principles generally accepted in Hong Kong and
the requirements of the Hong Kong Companies Ordinance. These accounts also
comply with the relevant disclosure provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited. A summary of the principal
accounting policies adopted by the Group is set out below.

(b) Basis of preparation of the accounts

The measurement basis used in the preparation of the accounts is historical
cost modified by the revaluation of investment properties as explained in
accounting policy (g)1 below.

(c)  Basis of consolidation

The consolidated accounts incorporate the accounts of Hang Lung Properties
Limited and its subsidiaries made up to 30 June each year. The results of
subsidiaries acquired or disposed of during the year are dealt with in the
consolidated income statement from the effective dates of acquisition or to the
effective dates of disposal respectively. All material intercompany balances and
transactions are eliminated on consolidation.

(d)  Subsidiaries

A subsidiary is a company in which the Group, directly or indirectly, holds more than
half of the issued share capital, or controls more than half of the voting power, or
controls the composition of the board of directors. Subsidiaries are considered to be
controlled if the Company has the power, directly or indirectly, to govern the financial
and operating policies, so as to obtain benefits from their activities.

In the Company’s balance sheet, investments in subsidiaries are stated at cost less
any impairment losses. The results of subsidiaries are recognised by the Company
to the extent of dividends received and receivable at the balance sheet date.
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Principal Accounting Policies (continued)

(e)  Jointly controlled entities

A jointly controlled entity is an entity which operates under a contractual arrangement
between the Group or Company and other parties, where the contractual arrangement
establishes that the Group or Company and one or more of the other parties share
joint control over the economic activity of the entity.

The Group's interests in jointly controlled entities are accounted for in the
consolidated accounts under the equity method and are initially recorded at
cost and adjusted thereafter for the post-acquisition change in the Group’s share
of net assets of the jointly controlled entities. The consolidated income statement
reflects the Group’s share of the post-acquisition results of operations of the
jointly controlled entities for the year.

In the Company’s balance sheet, interests in jointly controlled entities are stated
at cost less any impairment losses. The results of jointly controlled entities are
recognised by the Company to the extent of dividends received and receivable at
the balance sheet date.

() Goodwill

Goodwill or negative goodwill arising on consolidation represents the excess or
shortfall respectively of the cost of the acquisition over the Group's share of the
fair value of the identifiable assets and liabilities acquired.

Goodwill arising on new acquisitions effective from 1 July 2001 is recognised as
an asset and amortised to the consolidated income statement on a straight line
basis over its estimated useful life. Goodwill is stated at cost less accumulated
amortisation and any impairment losses. To the extent that negative goodwill
relates to an expectation of future losses and expenses that are identified in the
plan of acquisition, it is recognised in the consolidated income statement when
future losses and expenses are recognised. Any remaining negative goodwill
not exceeding the fair value of non-monetary assets acquired is recognised in
the consolidated income statement over the weighted average useful life of the
non-monetary assets that are depreciable or amortisable. Negative goodwill in
excess of the fair values of those non-monetary assets acquired is recognised
in the consolidated income statement immediately. Any negative goodwill not
yet recognised in the consolidated income statement is presented as a deduction
from the assets in the same balance sheet classification as goodwill.
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Principal Accounting Policies (continued)

() Goodwill (Continued)

On disposal of a subsidiary or jointly controlled entity, the attributable amount
of goodwill or negative goodwill is included in the calculation of the profit or loss
on disposal.

The Group has taken advantage of the transitional provisions in SSAP 30 and has
made no retrospective adjustment to goodwill or negative goodwill that arose from
acquisitions prior to 1 July 2001, which were previously taken to reserves.

(g) Properties

1. Investment properties

Investment properties are properties held as long term capital investments for
rental purposes. They are stated at their open market value which is assessed
annually by external qualified valuers, except for investment properties with an
unexpired lease term of 20 years or less which are stated at amortised cost.
Surpluses arising on revaluation are credited to the investment property
revaluation reserve; deficits arising on revaluation are firstly set off against any
previous revaluation surpluses on a portfolio basis and thereafter taken to the
income statement. Revaluation surpluses or deficits are dealt with in the income
statement upon disposal.

Properties under development are stated at cost, including borrowing costs
capitalised, if any, and professional fees, less any impairment losses. A property
developed for rental purposes is classified as an investment property when the
construction work and development have been completed.

2. Properties under development for sale

Properties under development for sale are classified under current assets and
stated at the lower of cost and net realisable value. Property development costs
include borrowing costs capitalised, if any, and professional fees, plus attributable
profit taken to date, less sums received from stakeholders. Net realisable value
represents the estimated selling price as determined by reference to
management estimates based on prevailing market conditions, less costs to be
incurred in selling the property.

When a development property is sold in advance of completion, recognition of
profit commences when the sale and purchase agreement has been signed.
The profits recognised in a year are computed as a proportion of the total
estimated profit to completion and such proportion is calculated by reference to
the degree of completion for the property and the terms of payment for the
properties pre-sold, with due allowance for contingencies.
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Principal Accounting Policies (continued)

(h)  Other fixed assets
1. Other fixed assets are stated at cost less accumulated depreciation and
any impairment losses.

2. Leased assets

Leases of assets under which the lessee assumes substantially all the risks
and benefits of ownership are classified as finance leases. Leases of assets
under which the lessor has not transferred all the risks and benefits of ownership
are classified as operating leases.

(i Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the amounts
representing the fair value of the leased asset, or, if lower, the present value of
the minimum lease payments, of such assets are included in fixed assets and
the corresponding liabilities, net of finance charges, are recorded as obligations
under finance leases. Finance charges implicit in the lease payments are charged
to the income statement over the period of the leases so as to produce an
approximately constant periodic rate of charge on the remaining balance of the
obligations for each accounting period. Impairment losses, if any, are accounted
for in accordance with the accounting policy (j) below.

liil  Assets held for use in operating leases

Where the Group leases out assets under operating leases, the assets are
included in the balance sheet according to their nature and, where applicable,
are depreciated in accordance with the Group’s depreciation policies, as set out
in accounting policy (i) below. Revenue arising from operating leases is recognised
in accordance with the Group's revenue recognition policies, as set out in
accounting policy (m)1 below.
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Principal Accounting Policies (continued)

(i)  Depreciation

1. Investment properties

No depreciation is provided for investment properties with an unexpired lease
term of over 20 years as the valuation takes into account the state of each property
at the date of valuation.

Depreciation is provided for investment properties with an unexpired lease term
of 20 years or less. It is calculated to write off the carrying value on a straight
line basis over the remaining term of the leases.

2. Properties under development
No depreciation is provided for properties under development.

3. Other fixed assets
Depreciation on other fixed assets is provided so as to write off the cost on a
straight line basis over their estimated useful lives as follows:

Leasehold land unexpired lease term

Buildings 50 years or unexpired lease term,
whichever is shorter
Furniture and equipment 4-20 years
Motor vehicles 5 years
(j): Impairment of assets
An assessment is carried out at each balance sheet date to determine whether
there is any indication that assets other than investment properties are impaired.
If any such indication exists, the recoverable amount of the asset, being the
greater of its net selling price or value in use, is estimated. The carrying amount
of the asset is reduced to its recoverable amount where appropriate. Such
impairment loss is recognised in the income statement unless the asset is carried

at revalued amount, in which case it is treated as a revaluation decrease.
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Principal Accounting Policies (continued)

(k) Convertible bonds

Convertible bonds are classified as liabilities until they are being converted into
equity and are stated at principal amount net of issuing costs and discounts or
premium. Discounts or premium on convertible bonds are amortised to or
recognised in the income statement on a straight line basis over the period
from the issuing date to the date of redemption of the bonds. Issuing costs are
amortised to the income statement on a straight line basis over the period of
the bonds.

(. Borrowing costs

Borrowing costs are expensed in the income statement in the period in which
they are incurred, except to the extent that they are capitalised as being
attributable to the acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for its intended use or
sale.

(m) Revenue recognition

Provided it is probable that the economic benefits will flow to the Group and the
revenue and costs, if applicable, can be measured reliably, revenue is recognised
in the income statement as follows:

1. Rental income

Rental income under operating leases is recognised on a straight line basis
over the terms of the respective leases. Contingent rentals are recognised as
income In the accounting period in which they are earned.

2. Disposal of investment properties
Revenue from disposal of investment properties is recognised upon signing of
the sale and purchase agreements.

3. Interest income
Interest on bank deposits and mortgage loans is accrued on a time-apportioned
basis on the principal outstanding and at the rate applicable.

4. Dividends
Dividends are recognised when the right to receive payment is established.
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Principal Accounting Policies (continued)

(n)  Deferred taxation

Deferred taxation is provided using the liability method in respect of the taxation
effect arising from all material timing differences between the accounting and
tax treatment of income and expenditure, which are expected with reasonable
probability to crystallise in the foreseeable future.

Future deferred tax benefits are not recognised unless their realisation is assured
beyond reasonable doubt.

(o) Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong dollars
at the rates of exchange prevailing at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies are translated into Hong Kong dollars
at the market rates of exchange ruling at the balance sheet date. Exchange gains
and losses are dealt with in the income statement, except for those arising from the
retranslation of opening foreign currency net investments which are dealt with in the
exchange fluctuation reserve. The results of overseas subsidiaries and jointly
controlled entities are translated into Hong Kong dollars at the weighted average
exchange rates for the year; balance sheet items are translated into Hong Kong
dollars at the rates of exchange ruling at the balance sheet date. The resulting
exchange differences are dealt with as @ movement in reserves.

(p) Related parties

Parties are considered to be related to the Group if the Group has the ability,
directly or indirectly, to control the party or exercise significant influence over
the party in making financial and operating decisions, or vice versa, or where
the Group and the party are subject to common control or common significant
influence. Related parties may be individuals or other entities.
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Principal Accounting Policies (continued)

(q) Segment reporting

A segment is a distinguishable component of the Group that is engaged in providing
products or services (business segment), or in providing products, or services within
a particular economic environment (geographical segment), which is subject to risks
and rewards that are different from those of other segments.

In accordance with the Group's internal financial reporting, the Group has
determined that business segment be presented as the primary reporting format
and geographical segment as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include items directly
attributable to a segment as well as those that can be allocated on a reasonable
basis to that segment. Segment revenue, expenses, assets, and liabilities are
determined before intra-group balances and intra-group transactions which
are eliminated as part of the consolidation process, except to the extent that
such intra-group balances and transactions are between group companies within
a single segment. Inter-segment pricing is based on similar terms as those
available to other external parties.

Segment capital expenditure is the total cost incurred during the period on
additions of segment assets (both tangible and intangible) that are expected to
be used for more than one period.
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Principal Accounting Policies (continued)

(r)  Employee benefits

Obligation for contributions to defined contribution retirement schemes,
including those payable under the Hong Kong Mandatory Provident Fund
Schemes Ordinance, are expensed in the income statement as incurred.

When the Group grants employees options to acquire shares of the Company,
no employee benefit cost or obligation is recognised at the date of grant. When
the options are exercised, equity is increased by the amount of the proceeds
received.

(s) Cash and cash equivalents

Cash and cash equivalents in the cash flow statement comprise cash and
deposits with banks which are within three months of maturity at acquisition,
less bank overdrafts that are repayable on demand and form an integral part of
the Group’s cash management.

(t}  Changes in accounting policies and presentation of
accounts
1. SSAP 1 (Revised) “Presentation of financial statements”

The consolidated statement of recognised gains and losses is replaced by the
consolidated statement of changes in equity.

2. SSAP 11 (Revised) “Foreign currency translation”

The results of foreign enterprises are translated into Hong Kong dollars at the
weighted average exchange rates during the year. This is a change in accounting
policy from prior years where these were translated at exchange rates ruling at
the balance sheet date. The effect of such change is immaterial to the accounts.
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Principal Accounting Policies (continued)

(t}  Changes in accounting policies and presentation of
accounts (Continued)
3. SSAP 15 (Revised) “Cash flow statements”

A revised classification of activities from which cash flows are derived has been
made. As a result, cash flow during the year has been reclassified by operating,
investing and financing activities. For the year ended 30 June 2002, net cash
outflow from taxation of $102.5 million has been reclassified as operating cash
flow, dividend and interest received of $120 million have been reclassified as
investing cash flow, finance costs paid of $419.7 million and dividends paid of
$1,203.9 million have been reclassified as financing cash flow.

4. SSAP 34 “Employee benefits”

This new SSAP 34 prescribes the accounting and disclosure requirements for
employee benefits. This has had no major impact on the accounts.
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Turnover and Segment Information

The principal activities of the Company are investment holding and, through its
subsidiaries, property leasing for rental income, property development for sale
and investment, car park management and property management.

Turnover represents revenue from property leasing and sale of investment
properties. An analysis of turnover by business and geographical segments is
set out below.
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2 | BEERASBES @ Turnover and Segment Information (continued)
(F) %24 (a) Business segment
(i) DERA R FEE (i) Segment revenue and results
DEBUA DEBEAE
Segment revenue Segment results
2003 2002 2003 2002
BHEBRXT A&T H©HERT ABA&T
$Million  $Million  $Million  $Million
MEMEE Property leasing 2,024.1 19024  1,473.5 14619
MEHE Property sales
— KRB - investment
properties 118.4 480.8 37.8 130.7
21425 23832 15113 15924 93/
HABKA (FH5E) Other income (Note) 60.4 93.0
THER Administrative expenses (88.3) (88.6)
M5 ER Finance costs (272.2)  (256.9)
BT Operating profit 1,211.2  1,340.1
i NI E Share of results of jointly controlled entities
YEMEE Property leasing 52.9 66.3
BRI AT A Profit before taxation 1,264.1 14064
Hfet : EMUABEEEEE—BA T Note:  Other income includes hotel results of $1.5 million, the operations of which were
BT 0 HEBE KRS BB R acquired as part of the Grand Hotel Holdings Limited acquisition and have ceased
EEHRARIM—GHEA - 7 with effect from 31 December 2002.
—EE_Ff+-HF=+—H
AL o
B 7% R &
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LB BB Expressed in Hong Kong dollars
2 | BRERSIBER® Turnover and Segment Information (continued)
(R) ¥K5EB @ (a) Business segment (Continued)
(ii) i) %Bﬁé&ﬁfi (ii) Segment assets and liabilities
Assets Liabilities
2003 2002 2003 2002
HEBT ABT HBHER HB8T
$Million  $Million  $Million  $Million
MEHE Property leasing
£E Group 28,535.4  26,247.0 728.7 738.6
NN W Interest in jointly
controlled entities 364.5 1,486.0 - =
YIZEHE Property sales 10,778.6 84938 392.3 277.2
AR (M) Unallocated (Note] 1,186.9 32115 13,555.7 11,868.6
40,865.4 39,4583 14,676.7 12,8844
Wizt . ROBZHAFEOFEHRE Note:  Unallocated items mainly comprise financial and corporate assets including cash
RIEE - BFFHEREAXT—18 and deposits of $1,103.8 million (2002: $3,146.0 million), and interest-bearing
E=FN+ExT(ZTF= frg borrowings including bank loans and overdrafts of $7,936.8 million (2002: $6,371.7
=+—EOTFNNEET) million] and other non-current liabilities of $4,716.1 million (2002: $4,739.4 million).

EEBZRITEX &fﬁ;‘?t%ﬂ
15:‘7:/\5/17"%75(*;;*

F:NFT=FEtT—BEL+E
JT) L/(&H@Jﬁ//m@ﬁ%@‘/’
+E—FA B —1TEI(ZEF
—F O E=FABETE

L) °
liii) BEBXREAXRITE (i)  Capital expenditure and depreciation
BRI e
Capital expenditure Depreciation
2003 2002 2003 2002

BBt BE&T HEBRT BERT
$Million  $Million  $Million  $Million

MERE Property leasing 1,453.9 271.9 16.3 225




BRIEMIEE () Notes on the Accounts (Continued)

WBE s

Expressed in Hong Kong dollars

2 | BEERASBES @
(2) HEDE

(i)

(ii)

(iii)

Turnover and Segment Information (continued)

(b) Geographical segment
DERA R FEE (i) Segment revenue and results
DEBUA DEBFELE
Segment revenue Segment results
2003 2002 2003 2002
BET B&HT BB BAaT
$Million  $Million  $Million  $Million
&= Group
& Hong Kong 1,830.0 21822 1,293.5  1,459.1
Hp B AR Mainland China 312.5 201.0 217.8 1335
21425 23832 1511.3 15926
BENA Jointly controlled entities
BB Hong Kong 28.3 30.2
Hp [ R Mainland China 24.6 36.1
52.9 66.3
DEEE (i)  Segment assets
2003 2002
BERX HBET
$Million  $Million
B8 Hong Kong 33,789.7 31,9925
LEIpN173 Mainland China 55243 27683
39,314.0 34,760.8
EARBX (i)  Capital expenditure
2003 2002
BB HBET
$Million  $Million
o Hong Kong 1,440.3 268.5
LlEIpN173 Mainland China 13.6 3.4
1,453.9 271.9
BB HE

Financial Statements

B



\96

BELERRAF

BRIEFIEE () Notes on the Accounts (Continued)

LB 8y

Hang Lung Properties Limited

Expressed in Hong Kong dollars

IEET T

Operating Profit

& & Group

2003 2002
BERT HET
$Million  $Million
EERME R TII&IE Operating profit is arrived at after charging:

ARAFENERZFITERR Interest on bank loans and other

HttEE 2 & borrowings repayable within 5 years 309.9 347.3
AR T FRER ZRITERFE Interest on bank loans repayable after 5 years 22.8 =
BMEHENER Finance lease charges 58.1 60.8
BB HMRRE 2 AR ES Amortisation of issuing costs net of

BITER T premium of Convertible Bonds 23.8 33
Hise e Other ancillary borrowing costs 27.6 37.5
BEX HERE Total borrowing costs 442.2 448.9
B EEXHEAME (FiEE) Less: Borrowing costs capitalised (Note) (170.0) (192.0)
MBER Finance costs 272.2 256.9
ZERT & Auditors' remuneration 2.4 2.4
EHEZREME 2 KA Cost of investment properties sold 78.1 344.8
e Depreciation 16.3 225
EEMNOER Operating lease charges 92.6 37.1
BT AA Staff costs 239.5 122.9

WEFA : and after crediting:

HEWA - EMBREE Rental income less direct outgoings of

AE=THOBE=1TE8T $534.3 million [2002: $451.8 million),

CEZE=F - mERF—ENT including contingent rentals of

Bn) - BREIAEE $32.5 million (2002: $17.0 million) 1,489.8 14506

=T-AATERT(CEE_F:

—Ft+tRET)
MEWA Interest income 38.7 93.0

Wit : BEEWEZEELHEGTAN =M
A(—FE=F: B2 2 FHE
LR

Note:  The borrowing costs have been capitalised at an average rate of 3.5% (2002: 3.8%) per

annum for properties under development.



SRIEHE (D)

LOBR 8y

Notes on the Accounts (Continued)

Expressed in Hong Kong dollars

L | EBEREREEEZ
[

REBEEE(RBAGRIDFE—BNT—ER
—BEARTHERIRCESTMET

Emoluments of Directors and Senior Management

Directors' emoluments disclosed pursuant to Sections 161 and 161A of the Hong

Kong Companies Ordinance are as follows:

& Group

2003 2002
HERLT ABAET
$Million  $Million

e Fees
BIUEMITES Independent Non-Executive Directors 0.4 0.2
HhEF Other directors 0.3 0.3
e RMREDN = Salaries, allowances and benefits in kind 7.1 -
REEERINSFTE 2 K Group's contributions to retirement scheme 0.6 =
BRETEAL Discretionary bonuses 10.8 =
19.2 05
BRIAEBNE SN - RARMBIEAARZAE&  In addition to the above emoluments, certain directors were granted share

REIAE - BEEEFRAR ([BfE
KB 2B BRARLEERTRT
Bt HRAHE -

RIBEANEBEF2ER  IBEFHEER
BEEARASEETE  WR-_FTZT_F+
A A"EBEEEERERESEZE
T RENFERERALNTEESER
ZBH -

MENFTIEFZEEHBWT

options under the share option scheme of the Company’s ultimate holding
company, Hang Lung Group Limited ("HLG").

Following the Group restructuring last year whereby all new projects have been
handled by the Group, the Group has employed staff in Hong Kong directly with
effect from July 2002 instead of reimbursing actual costs to HLG as previously.

The number of directors whose emoluments fell within the following bands is

as follows:

EEHH
Number of directors
2003 2002
4 — 1,000,0007T Nil - $1,000,000 5 10
1,500,0017t — 2,000,0007T $1,500,001 - $2,000,000 1 =
4,000,0017T — 4,500,0007T $4,000,001 - $4,500,000 2 =
8,500,0017c — 9,000,0007T $8,500,001 - $9,000,000 1 =
9 10

B A 3R R

Financial Statements
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BELERRAF

BRIEFIEE () Notes on the Accounts (Continued)

WBE B

Hang Lung Properties Limited

Expressed in Hong Kong dollars

L | EEREAEERERZ
& @)

AEELERERFTMAL  BER=-F

T-FE=REFZME wT:

Emoluments of Directors and
Senior Management (continued)

The emoluments of the five highest paid individuals in the Group, including three
directors for 2003, are as follows:

23 Group

e ERRREYN S
REBEIRRSFT B K
BYETEAL

TEHZEFMAL  BER-_ZT=F
B=REEZM& N FTHERA :

2003 2002

BEEBT BET

$Million  $Million

Fees 0.2 =
Salaries, allowances and benefits in kind 9.2 0.8
Group’s contributions to retirement scheme 0.8 0.1
Discretionary bonuses 11.8 -
22.0 0.9

The emoluments of the five highest paid individuals, including three directors
for 2003, fell within the following bands:

AH

Number of individuals

2003 2002

i3 — 1,000,0007¢C Nil - $1,000,000 - 5
2,000,001t — 2,500,0007TC $2,000,001 - $2,500,000 1 =
2,500,007t — 3,000,0007C $2,500,001 - $3,000,000 1 =
4,000,0017c — 4,500,0007T $4,000,001 - $4,500,000 2 =
8,500,0017t — 9,000,0007C $8,500,001 - $9,000,000 1 =




SRIEHE (D)

Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars
5 | B Taxation
& Group
2003 2002
BB BETT
$Million  $Million
() GReElEmERAZBIER (a)  Taxation in the consolidated income
statement represents:
RNEEBBNSHER Provision for Hong Kong profits
EMEAS 2 +HHA tax at 17.5% (2002: 16%) for the year 122.5 126.8
(ZEZF :BHZTN)
T8
AT 2 (At DR Estimated under/(over)provision in
(%) respect of previous years 25.3 (8.1)
BiEEEARITIE Share of jointly controlled entities’
taxation 4.5 A
152.3 123.1

Pl A 79,2 S B A B 857 B 1S
FESRBLE - B0 PO Bt BT AS BIR
PR -

No provision has been made for PRC income tax for the year as tax allowances

are available to offset PRC taxable income for the year.

&8 Group

A&} Company

2003 2002 2003 2002
BBt BHET BERT BHET
$Million  $Million  $Million  $Million
(2) BEABRANZBIER: (b) Taxation in the balance
sheets represents:
AEBEEANGHER Provision for Hong
Kong profits tax
for the year 122.5 126.8 0.7 1.2
NEFE 2 EER Estimated provision
FEHIER for Hong Kong
profits tax relating
to previous years 223.6 185.7 - 6.0
346.1 312.5 0.7 7.2
B3 &

Financial Statements
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BELERRAF

Hang Lung Properties Limited

BRIEFIEE () Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars

5 ‘ HE@ Taxation (continued)

(A) FEEREEFEHABEFE  (d The Group is currently in discussion with the Inland Revenue Department
MIBstE RS RFELF S H 2 regarding a dispute over the deductibility of certain interest payments in
?Dﬁ%%%tﬁ?ﬁ%ﬁ o REEER - previous years' tax computations. As at the balance sheet date, the

SR FERADAREGEHETE - 1M outcome of the said dispute remained undetermined and substantial
Z%%ﬁiﬁ BERBARIENE tax provision has previously been made in the accounts on the grounds
HERZ HIARE - of prudence.

(T) ELEHEBEERERESERSE (d  Deferred tax liability being future taxation arising from (i) balancing
AIERMABREE 2 RETRE charges upon disposal of investment properties of $115.2 million (2002:
BHEEEREME S N2 & $80.7 million) and (ii] disposal of PRC investment properties of $281.0
AMHKEBE—E—THE=T&T million (2002: Nil) has not been provided as its realisation is not assured
(ZZ2Z=F : NFEL+ERL) beyond reasonable doubt.

Rl B SR BEIRRE Y ETIE
Z_ENT—BEL(ZFTZ
FofE) -

() BERAZBBEEMEEZARE (e The total amount of unrecognised deferred tax assets arising from
BRZELEHIEEERBERN\T unutilised tax losses is $88.4 million (2002: $44.4 million) and has not
NEO+&ET(ZEZT-F : MF been recognised as its realisation is not assured beyond reasonable
MEMN+&IT) © WRERIAEE doubt.

EReeaBRB A BERMAR R
R
6 ‘ EERRRELER Net Profit Attributable to Ordinary Shareholders

BB IRR SN IR AR A ﬁEIEW
ZEMBT %?)\Eﬁ‘h%ﬁ (_ e

—F

Net profit attributable to ordinary shareholders includes a profit of $1,908.5
million (2002: $2,562.5 million) which has been dealt with in the accounts of the
Company.



BRIEMIEE () Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars
7 | B Dividends
2003 2002
BB BETT
$Million  $Million
BRI S Preference dividend
M—NN=F+— HFRET Dividend on the convertible cumulative
EREESEETAA T preference shares of HK$7,500 each
A2RER—TEIT 2558 issued in November 1993 which bear
WS REAEREZ dividend at 5.5% per annum on a
AIHRfR RIEE TR MRS 2 reference amount of US$1,000 each
&5
Bk Amount paid 18.1 18.1
R 3 Amount payable 30.2 30.2
48.3 48.3
ERARAR S Ordinary dividends
Bk B B Z AR — A1l Interim dividend paid of 11 cents
(ZZ2Z=—F : —/—1) (2002: 11 cents) per share 317.8 317.8
BRI S SR AN Proposed final dividend of 29 cents
(ZFZ=F : ZAA) (2002: 29 cents) per share 837.9 837.9
1,155.7 1,155.7

/\ i Ity
REHE
=7]
A

H
mMRAREERZAE- recognised as a liability at the balance sheet date.

B A 3R R

BEVR 2 REIEBARAR S - I The final ordinary dividend proposed after the balance sheet date has not been

Financial Statements



BELERRAF

Hang Lung Properties Limited

BRIEFIEE () Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars
8 ‘ BREBEREF Earnings per Ordinary Share
B E B EAREERF T T8 The calculation of basic and diluted earnings per ordinary share is based on the
HiREtE - following data:
2003 2002
BERXT HET
$Million  $Million
RN ESREBRERRN Earnings for calculation of basic earnings per
B (BN FAR AR SR FE (R A A1) ordinary share (net profit attributable to
ordinary shareholders) 1,010.1 1,207.0
A SR BBk v E Effect of dilutive potential ordinary shares
AR RS 2 FILE Interest on convertible bonds 116.4 21.2
\102 RREtE SR E BREE RN 2 &7 Earnings for calculation of diluted earnings
per ordinary share 1,126.5 1,228.2
B&15ELE Number of shares
2003 2002
ARG E SR BRER R 2 Weighted average number of shares
Btn hnE 9 21 used in calculating basic earnings
per ordinary share 2,889,333,907 2,889,816,566
BESEFR B S BR e & Effect of dilutive potential ordinary shares
— A RRR(ESF - convertible bonds 383,333,333 71,963,471
RNGTEERE R ERT Weighted average number of shares
B0 hnE P9 21 used in calculating diluted earnings

per ordinary share 3,272,667,240 2,961,780,037




SRIEHE (D)

Notes on the Accounts (Continued)

LOBR 8y

Expressed in Hong Kong dollars

9 | EEEE-£H

Fixed Assets - Group

Hit
KEW% BRTYE ETEE A&t
Properties Other
Investment under fixed
properties development assets Total
BETL BETL BETL BETL
$Million $Million $Million $Million
B ANE Sk A (E Cost or valuation:
RZEE-_FtH—H At 1 July 2002 25,221.1 1,120.2 29.6 26,370.9
EWEHE AR RE Additions from acquisition
of subsidiaries 1,220.0 = = 1,220.0
fEEAREEENEAR] Change of jointly controlled
entity to subsidiary 1,945.0 - - 1,945.0
HinE Other additions 114.0 94.7 25.2 233.9
& Disposals (103.8) = (0.5) (104.3)
HiRE Deficit on revaluation (978.4) - - (978.4)
R-ZZ=FXA=1H At 30 June 2003 27,617.9 1,214.9 54.3  28,687.1
REHTE - Accumulated depreciation:
N-ZEZE-_&F#+HF—H At 1 July 2002 235.1 - 5.1 240.2
REEHE Charge for the year 10.7 - 5.6 16.3
A H &5l Written back on disposal = = (0.4) (0.4)
R=ZZE=FXA=+H At 30 June 2003 245.8 - 10.3 256.1
AREHE Net book value:
R=ZZE=FXA=+H At 30 June 2003 27,1721 1,214.9 440  28,431.0
NZTEZE-F,A=1H At 30 June 2002 24,986.0 1,120.2 24.5 26,130.7

BEEER_TT=FA=THZK
AMEskBERT

f&fE
BAE

Cost or valuation of the fixed assets at 30 June 2003 is made up as follows:

Valuation
Cost

27,080.0 = - 27,080.0

337.9 1,214.9 54.3 1,607.1

27,617.9 1,214.9 54.3  28,687.1
B A 3R R
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BELERRAF

BRIEFIEE () Notes on the Accounts (Continued)

LB 8y

Hang Lung Properties Limited

Expressed in Hong Kong dollars

9 | BEEE-SEH®

MEZREFEIIAT

Fixed Assets - Group (Continued)

An analysis of net book value of properties is as follows:

BRPME
REME Properties
Investment properties under development
2003 2002 2003 2002
BB ABT H#ABRT HET
$Million  $Million  $Million  $Million
BB R Long leases in Hong Kong 16,029.0  16,045.5 673.8 667.7
B HIMR Medium term leases in
Hong Kong 6,091.0 6,539.0 - =
BB AIN R A Hi 22 Medium term leases outside
Hong Kong 4,960.0 2,301.0 541.1 452.5
BB Short lease in Hong Kong 92.1 100.5 - =

SEME RN BRI EY RGN
—EE_FAA=THARAEMS
ERFHETTARARREESAE - I
SEARREWER RS HETREZ 2 P ae
Wiz AR T EETT 2 (AEMEE

SEREMECRAFE-—_BE+—E
tF—BE—TEL(CZEZE=F: =7
THENFTAAEEL NEERERER
HMBFEZEE EREmFEATEE
tFAREBLCEEF: THE=T
8IL) °

AEBEREEEZHOHHELIZBERLD
PHEEREME - ZFHEH—R2EH
NI RMERF - AP EOBETE
#RERE  ERMAGTEERRR] °
ERBHOBE S HEN R NARLZ
iRk - MAKE 2O BFEHB A
HLHOIMRELD - ETHOBREXAE
T UREYPERZWAMERE -

27,1721  24,986.0 1,214.9 1,120.2

Allinvestment properties of the Group held under long and medium term leases
were revalued as at 30 June 2003 by Chesterton Petty Limited, chartered
surveyors, on an open market value basis calculated on total rental income
after taking into account reversionary income potential.

The net book value of investment properties of the Group of $27,172.1 million
(2002: $24,986.0 million) includes an amount of $1,776.0 million (2002: $1,920.0
million) in respect of an asset held under a finance lease.

The Group leases out its investment properties under operating leases and
subleases in respect of those under finance lease. Leases typically run for an
initial period of two to five years, with some having the option to renew, at which
time all terms are renegotiated. Long term leases usually contain rent review
or adjustment clauses and the Group has a regular proportion of its leases up
for renewal each year. Certain leases include contingent rentals calculated with
reference to revenue from the properties.



BRIEMIEE () Notes on the Accounts (Continued)

WBE s

Expressed in Hong Kong dollars

9 | BEEE-£H®

RANA=+B  RETAREEXE
HWRDER 2 RKESERENOT ¢

Fixed Assets - Group (Continued)

At 30 June, total future minimum lease payments receivable under non-

cancellable operating leases were as follows:

& & Group

2 HEMAELY ok
Other

Subleases leases Total

2003
BET BET BET
$Million $Million $Million
—FR Within 1 year 174.7 1,387.2 1,561.9
—FRERFA After 1 year but within 5 years 265.2 1,368.7 1,633.9
FEFIE After 5 years 205.2 312.4 517.6
645.1 3,068.3 3,713.4

2002
BETT BETT BETT
$Million $Million $Million
—FR Within 1 year 192.0 12944 1,486 4
—FREAFH After 1 year but within 5 years 311.2 1,306.5 1,617.7
FEFIE After 5 years 258.6 365.8 624.4
7618 2,966.7 3,728.5

BB HE
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BELERRAF

Hang Lung Properties Limited

BRIEFIEE () Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars
10 ‘ BB D F R Interest in Subsidiaries
2 &) Company
2003 2002
BETT BHETT
$Million  $Million
FE LTIk - NAE Unlisted shares, at cost 3,894.4 38937
JFEUR B A B FkIE Amounts due from subsidiaries 21,072.0  20,009.3
FERHTE A R Zk0E Amounts due to subsidiaries (4,623.4)  (4,330.2)

20,343.0 19,5728

ZEBHMB AR ZFMERENKIZEST  Details of principal subsidiaries are set out in note 31.
IHA o

\106 RAEFEEA - REBELA+Z{87SF—8  During the year, the Group acquired 100% interest in Grand Hotel Holdings
BT WEEHEEEEAMRATE  Limited for $1,261.7 million, satisfied in cash. As a result, the Group'’s profit for
Mz— Bz WHAREZ o AL+ the year has been increased by $11.1 million and the net assets at year end
AEBZE2FRFIEIN—F—BF—TE  have been decreased by $157.4 million.
TTRFREEFERS —BET LA

+E&T -
11 ‘ SENTER Interest in Jointly Controlled Entities
& & Group
2003 2002
BERT HET
$Million  $Million
fgfﬁﬁﬁﬁ"ﬁ—#t?ﬁ% N Share of net assets - unlisted shares 345.2 340.2
FEWE & A RIFIA Amounts due from jointly controlled entities 19.3 1,145.8

364.5 1,486.0

BZRERAZFMERSHNKIFES2IE  Details of jointly controlled entities are set out in note 32.
m o

RAFERN » REBR EEBERFME  During the year, the Group increased its attributable interest in the commercial
FEERARZESBMOERZHBEMZ  portion of Shanghai Kong Hui Property Development Co., Ltd. from 47.3% to
M+ E=EMEFMH2NT/~E= " 66.3%, satisfied by shareholder loan. As a result, the Group’s profit for the year
WARREFRZ S - Bt » X&EE 2%  andnetassets at year end have been increased by $9.9 million and $40.5 million
FERfRFELEEFEDFIENMNEIL  respectively, and such equity joint venture has become a subsidiary of the Group.
TETROAFER+ET  mita&d

EMEERNAEE ZHEAF



SRIEHE (D)

WBE s

Notes on the Accounts (Continued)

Expressed in Hong Kong dollars

12 | BRRRE

Loans and Investments

8 Group

2003 2002
HET HBAET
$Million  $Million
FE LR - KAE Unlisted shares, at cost 0.1 0.1
&3 Advances 10.8 11.9
10.9 12.0
=EE K () Mortgage loans (Note) 6.0 7.5
16.9 19.5

Wiet :  RIEEKAYFIEIRA - Note :  The mortgage loans are secured on properties.

13 | BEAWE

BRAVELRES  WEEYER (T
BoF  \+—BRTERL) RN —F

4

BERBAFEE -

Properties under Development

Properties under development are located in Hong Kong. None of which (2002:
$8,160.0 million) are expected to be completed for sale after one year.

14 | BUWERFRE AR

B AT AR U AR R E At PR MR 2 FE MR
REREDITAT

Trade and Other Receivables

Included in trade and other receivables are trade debtors with the following

ageing analysis:

8 Group

2003 2002
HETT AET

$Million  $Million

—@ARA Within 1 month 52.7 87.6
—Z=={@A1 1 - 3 months 25.4 18.3
=EAUE Over 3 months 1.5 2.2
79.6 108.1

AEERBEEZEERR - &R
SRR R 2 BRilk D AT R AE i Z HD &2
2 UEIEEREKERERZEES
R 2 K o

The Group maintains a defined credit policy. An ageing analysis of trade debtors
is prepared on a regular basis and is closely monitored to minimise any credit

risk associated with receivables.

B A 3R R
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BELERRAF

Hang Lung Properties Limited

SRIE M (D)

WBE B

Notes on the Accounts (Continued)

Expressed in Hong Kong dollars

15 | RTERREX

RAA=ZTRERRRTERER 2
BT

i

Bank Loans and Overdrafts

At 30 June, bank loans and overdrafts were unsecured and repayable as follows:

& & Group

2003 2002
BETT BETT
$Million  $Million
—F A RNE] Within 1 year or on demand 600.8 304.8
—FREMEN After 1 year but within
2 years - 816.9
MEREBERER After 2 years but within
5 years 5,336.0 5,250.0
—FRERAFRNET Total after 1year but
within 5 years 5,336.0 6,066.9
TEF& After 5 years 2,000.0 =
7,336.0 6,066.9
7,936.8 6,371.7

16 | BENERREMESR

Trade and Other Payables

B Group

‘A &] Company

2003 2002 2003 2002
BETT BEL BET BEL
$Million  $Million  $Million  $Million
e R ERTE A () Creditors and accrued
expenses (Note i) 876.3 678.3 4.6 2.9
=EvezsAC ) Deposits received (Note ii) 469.0 4388 - =
NI EL VNGB Amounts due to
fellow subsidiaries 302.2 313.5 - -
1,647.5 1,430.6 4.6 2.9

Hiat - (i) ERARIESEFCEEER—FR
TEEMZREFE—E—TEA+
B (CEE=F  —(EE=F—158
JL) °
(i) B#zrENTFNEA+ETL (CEF
ZF  E=TFNBAETL) LA
HR—FATEEST -

Notes: (i)

Creditors and accrued expenses include retention money payable of $110.5 million

(2002:$103.1 million] which is not expected to be settled within one year.

(ii]  Deposits received of $468.9 million (2002: $436.9 million) are not expected to be settled

within one year.



BRIEMIEE () Notes on the Accounts (Continued)

WBE s

Expressed in Hong Kong dollars

16 ERBRIAR R
BN @

Bt ARNERREEMEMRZ B R
HEREDITAT

Trade and Other Payables (continued)

Included in trade and other payables are trade creditors with the following ageing
analysis:

& E Group A7) Company

2003 2002 2003 2002
BHERXT ABABT H"HERT H#AET
$Million  $Million  $Million  $Million

—EAA
=EARE

Within 1 month 400.5 277.7 - -
Over 3 months 251.5 299.3 0.3 0.3
652.0 577.0 0.3 03

17 | THRRES

Convertible Bonds

&8 Group

2N
B BEITE AR ER R

ARRZMBRAREITZESFERE
T_F-REEREBELFR S LT °
ZEBHFAAN_ZETLF=A=F+HK
LARTIZ MR B FR LT B AR AR 2
LA - ZEEHFNUBE_STNFE=
A-+tH==ZZ+F=A=++tH
R - R EE S 2 B BIESRAER S5
&[] o F NN IR E S o

2003 2002

BETT BET

$Million  $Million

Principal amount 3,450.0 3,450.0
Less: Issuing costs net of premium (35.9) (59.7)

3,414.1 3,390.3

The bonds were issued by the Company’s subsidiary and were listed in March
2002 on the Luxembourg Stock Exchange. The bonds are convertible into the
Company’s ordinary shares at a conversion price of $9 per share on or before 20
March 2007. The bonds are redeemable at their principal amount from 27 March
2004 to 27 March 2007 according to relevant terms and conditions of the bonds.
No bonds have been converted during the year.

B A 3R R
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EEBEERAF
Hang Lung Properties Limited

BRIEFIEE () Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars
18 ‘ HitRBAEE Other Long Term Liabilities
£ & Group
2003 2002
A&ERx BETT
$Million  $Million
B FE 49 IE (I EE19) Finance lease obligations (Note 19) 761.3 808.4
MR-_ZEZTFE|HAfE R 2 Floating rate notes due 2004 (Note) 540.0 540.0
FEERE ()
AfEHE Land premium 0.7 0.7
1,302.0 1,349.1
HiiF : ZEEZEEBHARRZHIBEAAET Note:  The floating rate notes were issued by the Company'’s subsidiary and were listed in October
WR—NAANF + A EEEBHEXZHT 1999 on The Stock Exchange of Hong Kong Limited.

\110 BRAFME -



BRIEMIEE () Notes on the Accounts (Continued)

WBE s

Expressed in Hong Kong dollars

19 | BMERORE

BMERNRIEN 2B RENARE

Finance Lease Obligations

Total minimum lease payments under finance lease and their present values

LU are as follows:
& & Group
RVEN  BRRE =
ZHEEHR FEFFAZ Feft 2
ZBE NEER Hoew
Present Interest
value of  expenses Total
minimum relating ~ minimum
lease to future lease
payments periods  payments
2003
AERX BERT BB
$Million $Million $Million
&5 Amounts payable
—FR Within 1year 47.1 55.1 102.2
—FREAFNA After 1 year but within
5years 274.2 1791 453.3
& After 5 years 487.1 79.7 566.8
761.3 258.8 1,020.1
808.4 313.9 1,122.3
2002
BETT BETT BETT
$Million $Million $Million
et Amounts payable
—FR Within 1 year 40.4 58.1 98.5
—FRERAFNH After 1 year but within
5years 238.4 196.9 435.3
hEE After 5 years 570.0 117.0 687.0
808.4 313.9 1,122.3
848.8 372.0 1,220.8
S
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BELERRAF

BRIEFIEE () Notes on the Accounts (Continued)

WBE B

Hang Lung Properties Limited

Expressed in Hong Kong dollars

20 | DBREER

Minority Interests

& & Group

2003 2002
BB HET
$Million  $Million
FEAL P A~ Rl i S & Share of equity and reserves in subsidiaries 216.4 (81.2)
LEIRRTE Contributions from minority shareholders 1,133.1 542.7
1,349.5 4615
21 ‘ [N Share Capital
2003 2002
BB HET
$Million  $Million
ESE Authorised
LR+ RER - 4,500,000,000 ordinary shares of $1 each 4,500.0  4,500.0
BRE{E—TT
AR 2B E R =T B - 200,000 5.5% convertible cumulative
BRANAE  SREE preference shares of $7,500 each 1,500.0 1,500.0
+tTHATT
6,000.0 6,000.0
BETRERE Issued and fully paid
LTak=—+/\EBENTIEAE 2,889,333,907 (2002: 2,889,333,907) ordinary
=F=B=ThLEZtK shares of $1 each 2,889.3 2,889.3
(CFTF: ZFMENT
NBE=T=8=FThhBEZER) -
BREE—T
gk REEER BT 112,435 (2002: 112,435) 5.5% convertible
ME=+tHEKR(ZZEZT_F : cumulative preference shares of
T—B-TEHAE=1TAaK) - $7,500 each 843.3 843.3
BEREAHE - GREE
+FHAETT
3,732.6 3,732.6
AR REELR Convertible Cumulative Preference Shares

REEBTRBBZ +—E-_THE=
THERCEE=F: +—E8_THEE=
TR AR RIEE LR - A AR
NFRE—T_BRAT-E—TKR(CZ
ToF N \NFRE—tZERTF=B—
%) @Ak 2 MR HE o A REIRARHE AT A
— N =F+tZAZ+ "HEER
771 o

As of balance sheet date, the number of outstanding convertible cumulative
preference shares is 112,435 (2002: 112,435) with conversion rights to 86,125,210
(2002: 86,125,210) ordinary shares, exercisable at any time from 26 December

1993.



SRIEHE (D)

Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars
22 ‘ B Reserves
& Group A|] Company
2003 2002 2003 2002
BBT AST HBHEBRT BHE8T
$Million  $Million  $Million  $Million
BN Capital reserves
B Share premium 8,4645 84645  BA4b45 84645
REMEELGHE - Investment property
revaluation reserve:
RtA—H At 1 July 4,528.4 6,285.2 - 38.8
SENRBERMBERR Deficit on change of jointly
EXZRE controlled entity
to subsidiary (119.6) - - -
FRZRE Deficit for the year (1,057.2)  (1,631.3) - -
HE YT 2 2E Surplus realised on
property disposal (25.4) (125.5) - (38.8)
RAA=1H At 30 June 33262 45284 - -
REREIRMEEZ Capital reserve on
BN consolidation:
RtA—H At 1 July 275.6 275.6 - -
HEMERER Realised on property disposal (0.3) - - -
RARA=+R At 30 June 275.3 275.6 - -
EEaB AR RENE L Revaluation reserve attributable
Bt - to investment properties
held by jointly controlled
entities:
RtA—H At 1 July 113.0 139.5 - -
FRREBEmEAZ Transfer to investment
REVZE(L#E property revaluation
reserve on change
of interest 119.6 - - -
FRZRIE Deficit for the year (44.7) (26.5) - =
RAA=1R At 30 June 187.9 113.0 - -
EeNHEE T Capital redemption reserve:
RtH—H At 1 July 1,308.4 1,306.6 1,308.4 1,306.6
[ fE E w1 Repurchase of
ordinary shares - 1.8 - 1.8
RAA=1R At 30 June 1,308.4 13084  1,308.4 13084
MEGINTE A RIARIEMT Exchange fluctuation reserve
EEE R 2B arising on translation of
overseas subsidiaries 13.8 13.8 - =
13,576.1 14,703.7 9,772.9 9,772.9
S
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BELERRAF

BRIEFIEE () Notes on the Accounts (Continued)

Hang Lung Properties Limited

LB BB Expressed in Hong Kong dollars
22 ‘ e @ Reserves (continued)
&= Group A@] Company
2003 2002 2003 2002
BHET AET BHET AET
$Million  $Million  $Million  $Million
RE BT Retained profits
REA—H At 1 July 7,676.1 7,637.9 6,060.8 4,667.1
REZHF Net profit for the year 1,010.1 1,207.0  1,9085  2,562.5
EFERARE Final dividend in respect of
previous year (837.9) (838.4) (837.9) (838.4)
REFHEHARE Interim dividend in respect
of current year (317.8) (317.8) (317.8) (317.8)
EFEREE Ordinary dividends
%TEZ@H% overprovided for

P E E 2z BRE

previous year - 0.6 - 0.6
Aggregate consideration
paid on ordinary shares

repurchased - (13.2) - (13.2)
HANA=+H At 30 June 7,530.5 7,676.1 6,813.6 6,060.8
21,106.6 22,379.8 16,586.5 15,833.7

&8 Group
2003 2002
BETT BETT
$Million  $Million

IREB AR - Statement of retained profits:

=SNG Group companies 7,612.8 7,488.3
NN Jointly controlled entities 117.7 187.8

RZZBZ=FA=1H  KRAFA#
DIRTERRZFEREEEBERNT /B
T=AARTEL(CEZT_F : N HER
TENTED -

EREAREATEELEREMEM
EEZERNEEYTEELERERD
B BEENFREL 2 EHEBESEK
ERLEMIA

7,530.5 7,676.1

The aggregate amount of the Company’s reserves available for distribution to
shareholders at 30 June 2003 was $6,813.6 million (2002: $6,060.8 million).

Revaluation surpluses arising from the valuation of investment properties are
not subject to deferred taxation as the disposal of these assets at their carrying
value would result in capital gains which are not subject to any material tax
Liability.



BRIEMIEE () Notes on the Accounts (Continued)

WBE s

Expressed in Hong Kong dollars

23 | BABERERNE
(F) (AR /REEEEH

Notes to the Consolidated Cash Flow Statement

(a) Cash (used in)/generated from operations

B
2003 2002
HERT HABT
$Million  $Million
2R A Operating profit 1,211.2  1,340.1
FEMA Interest income (38.7) (93.0)
BMEHENER Finance lease charges 58.1 60.8
MEREAEHEBEEX T Interest and other ancillary borrowing costs 2141 196.1
e Depreciation 16.3 22.5
REREYZ 2 = Profit on disposal of investment properties (37.8) (130.7)
BRAPYIZE BN Increase in properties under development (2,114.9) (1,045.9)
JRE LS AR 35K % L FE MR 2 (Increase)/Decrease in trade and
(L) R other receivables (16.8) 5.1
JER TR et B R 2 1N Increase in creditors and accrued expenses 48.0 103.3
BliiRe 2R Decrease in deposits received (16.0) (10.5)
FEA R 2B 8 & RIFRIA 2 R > Decrease in amounts due to fellow subsidiaries (11.3) (176.6)
(AR, /REZEEB RS Cash (used in)/generated from operations (687.8) 271.2
() WiBKIE AT (b)  Acquisition of subsidiaries
2003
BHETT
$Million
BREEERE Net assets acquired
ElEE&E Fixed assets 1,220.0
& RIBITER Cash and bank balances 121.7
HtwEEREE Other assets and liabilities (80.0)
IR &2 RIS E Total purchase price paid, satisfied in cash 1,261.7
B BB AR 2 RE Less: cash of subsidiaries acquired (121.7)
AR ENE AR 2 IREFE Net cash used in acquisition of subsidiaries (1,140.0)

B A 3R R
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BELERRAF

BRIEFIEE () Notes on the Accounts (Continued)

WBE B

Hang Lung Properties Limited

Expressed in Hong Kong dollars

23 | GEREABRME®
(@) RERESEEY

Notes to the Consolidated Cash Flow Statement (continued)

(c) Cashand cash equivalents

2003 2002
BHET HBET
$Million  $Million
Re RIRITIFR Cash and deposits with banks 1,103.8  3,146.0
RITEX Bank overdrafts - (4.8)
1,03.8  3,1412

24 | HREHE Contingent Liabilities

RANA=THZHERBENT :

At 30 June, contingent liabilities were as follows:

‘A7) Company

2003 2002
HELT HEBT
$Million  $Million
PTG RITEAEE Guarantees given to banks to secure
iRtz R banking facilities 11,954.2  10,374.9
25 ‘ HE Commitments
() MANAZTHHEAARZEARE (a)  At30June, capital commitments not provided for in the accounts were
BT as follows:
& & Group
2003 2002
BHET HET
$Million  $Million
BEA Contracted for 65.3 =
EREERARL Authorised but not contracted for 920.5 975.0
985.8 975.0




BRIEMIEE () Notes on the Accounts (Continued)

LOBR 8y

Expressed in Hong Kong dollars

25 | AEw

(2) AEBRETFAERZ A
HEXHOERETYR -&T
B BE2EYERAMETE Z
FAEE - RNA=1TH » KK
ROENZESERNT

Commitments (Continued)

(b) The Group leases certain properties under non-cancellable operating
leases expiring within ten years. Certain leases include contingent rentals
calculated with reference to revenue from the properties. At 30 June,
total future minimum lease payments were as follows:

& Group

2003 2002

HERXT AET

$Million  $Million

—F A Within 1 year 75.9 65.0
—FRERFA After 1 year but within 5 years 294.1 259.8
hFE After 5 years 304.8 301.0

674.8 625.8

26 | BEEA
() RIKER

AEEERERERIAERFERS
8l ZEE T BEHRTEAZER
BRESKEEEZBYESHIHA -
EAREECEEDFRE

AEBLEEHIREEZEATF A
TFEALER  BEEEDLIEREFE
Er] - BEEENAIZHESEEEHK
AR RZATE] - HERZ BEHFTD
BAGTEIES ZHER - ZEAART
RERKEMEREBES ZREEREA
EEMERFE - REB AU K
A EAER  BFE ARNEEI AL
F BRI o NEBREE N Z K
wEAE—T—aNT+ET(CEE_F:
) MEBARES 2R ST A
BZANTEBT(ZZEZT_F : &) -

Employee Benefits

(a)  Retirement benefits

The Group operates a defined contribution provident fund scheme for its
employees. The assets of the scheme are held separately from those of the
Group, in an independent fund administered by trustees and managed by a
professional fund manager.

Contributions are made by both the employer and the employees at a certain
percentage of employees’ basic salaries, the percentage varying with their length
of service. When an employee leaves the scheme prior to his or her interest in
the Group’s contribution being fully vested, forfeited contributions are credited
to reserves of the fund. Depending on the level of reserves, the trustees may
credit dividends to members’ accounts out of the reserves of the fund. The Group's
contributions may be reduced by the forfeited contributions, but there was no
such reduction of the Group’s contributions during the year. Total contributions
made by the Group for the year amounted to $13.8 million (2002: nil) and forfeited
sums credited to reserves amounted to $2.8 million (2002: nil].

B A 3R R
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BELERRAF

BRIEFIEE () Notes on the Accounts (Continued)

LB 8y

Hang Lung Properties Limited

Expressed in Hong Kong dollars

26 | EEEMm®

() BAKREF @
—IBEREERHEIEATERTE ([af
&8 BN - W B — B RIS
BE - -EENREEDFIZEEZFA
BARA(ERA-—&ET) 22BN ZHE
HoRH MR - REB ZHAES2E K
BIEFSEBINMEE 2 BRP WA AR B fERT
RN RERELD - REBRNAEEANE
H BB HAREANTET(CEE
T ) o

HRASEZRAE 8T — AR
RIBTES BRPIO B R IRET 8 ([BRR
Katdl)) - BERAGBIEBTES S
ZKEEEAER - MRS R —RIEE
B2EBRRINGTEIRRERE -

ARmEFEARLME ([FE]) L&
MEEEBZMBRR  EEETIPE
BT BRATATE M RIKEAETE ([
BUIRREAEE]) 2K B - &P BB
RAAFEAREZR—BE - HREBZ
XEeBEREBL - MR EIEL
WHIAMERERBIES - MHEE
MRFRIAEZETERB AR ZME
BRLGHEKR BB ZERKENE
£ ZETEMBARNAFEARIEL
ZHFEER_ANTET(ZEEC
F:—BANTEL °

(Z2) BB EERER

ARV _ZEE_F+—A-_+_H&
SR ERERTE] o WA EIREAR A
RIEEREREREAT (BEEEAE
IAE]ZES) BEXRM HEREAR R A
LB - D EETEERESR
R T i BiRER R TE - WMBETMER
BHEE - RETEBRGD ZWMER
BRI AERSH 2 FHKRTHE - KD
BRE 2 B - 1T B M B ERR D HAdE
ARBERN ZEBBYREZRNETE
BIRTE o

FAAL IR A B -

Employee Benefits (continued)

(a)  Retirement benefits (Continued)

A master trust Mandatory Provident Fund Scheme (the “MPF Scheme”] is
operated by an independent service provider. Mandatory contributions are made
by both the employer and the employees at 5% of the employees” monthly relevant
income, up to a limit of $20,000. The Group's contribution will be fully and
immediately vested in the employees” accounts as their accrued benefits in the
scheme. Total MPF contributions made by the Group for the year amounted to
$0.6 million (2002: nil).

As the Group’s provident fund scheme is an MPF Exempted Occupational
Retirement Scheme (the "ORS0 Scheme”), eligibility for membership of the
ORSO and MPF Schemes is identical. New employees are offered a one-off
option to join either the ORSO or the MPF scheme.

Staff in the Company’s subsidiary operating in Shanghai, the People’s Republic
of China ("PRC"), are members of a retirement benefits scheme (the “PRC RB
Scheme”) operated by the local municipal government in the PRC. The only
obligation of the PRC subsidiary is to contribute a certain percentage of their
payroll to the PRC RB Scheme to fund the retirement benefits. The local
municipal government in the PRC undertakes to assume the retirement benefits
obligations of all existing and future retired employees of the PRC subsidiary.
Total contributions made by the PRC subsidiary for the year amounted to $2.4
million (2002: $1.6 million).

(b) Equity compensation benefits

The Company has a share option scheme which was adopted on 22 November
2002, whereby the Board of Directors (the “Board”) of the Company are authorised
to grant options to selected participants, including directors of any company in
the Group, to subscribe for ordinary shares of the Company. The exercise price
of the options is determined by the Board at the time of grant, and shall not be
less than the nominal value of the shares, the closing price of the shares at the
date of grant and the average closing price of the shares for the 5 business days
immediately preceding the date of grant. The vesting period, the exercisable
period and the number of shares subject to each option are determined by the
Board at the time of grant.

No options have been granted during the year.



BRIEMIEE () Notes on the Accounts (Continued)

LOBR 8y

Expressed in Hong Kong dollars

27 | BEALRS

() AKEAREBEONE=—TH
B=1TEBTRERKIERAR -
EBEEEARAR (MEEEE])
KETHBRRKEBEMBRE
WhEEBEERABZAD ZL
THE—TAIREBD 2T
BN [Bl gz - ZMEHZER
—EE_FTANETEK -

(Z) RAFER: AEBRERESEE
WHR=a=1+&8T(CTZT_F:
=) (e AEREBNE A RS A
EERHZITHRE - ZEEH
ThigEE = EIEREEH B A A
ZEBERFIAEZSE -

(A) AEEZ—HRRHBARHHE
R LB zMETE —ERES -
MARRZHBARNEAESIE
BRERKE - RFIRZHKIBR=
BEZATETCEEF:
=E—FT=ZEaRTED °

Related Party Transactions

(a)

(b)

(c)

The Group acquired the entire interests representing 74.1% ‘A’ shares
and 69.6% ‘B shares in Grant Hotel Holdings Limited from its ultimate
holding company, Hang Lung Group Limited ("HLG") and certain fellow
subsidiaries at a total consideration of $924.3 million upon the completion
of a sale and purchase agreement on 9 October 2002.

During the year, the Group received $3.3 million (2002: nil) from HLG for
its share of administrative services provided to the subsidiaries of HLG.
The amount received is mutually agreed by both parties after taking into
account of the volume of activities shared by the HLG subsidiaries.

A fellow subsidiary of the Company contributed funds as capital
investment to a subsidiary of the Company for the development of Plaza
66, a property project in Shanghai. The amount outstanding at the end of
the year was $302.2 million (2002: $313.5 million).

28 | BAZRAT

REERABRETEEMALZEE
SEBERRAT -

Ultimate Holding Company

The ultimate holding company is Hang Lung Group Limited, a company

incorporated in Hong Kong.

29 | nwBEF

AR S BRERES & THRET
ERWELARE  FHEIANME
(&) -

Comparative Figures

Certain comparative figures have been re-classified due to the changes in

accounting policies, details of which are set out in note 1(t).

B A 3R R
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BELERRAF

Hang Lung Properties Limited

BRIEFIEE () Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars
30 ‘ BAERE Approval of Accounts
EERN-_ZTZT=FN\A_1+/\BH%E The accounts were approved and authorised for issue by the Board of Directors
I FFRI BT ° on 28 August 2003.
31 | EEHBAT Principal Subsidiaries
R-ZFT=FXA=1H At 30 June 2003
BEIRA  KEME NI EEallighe
NG Or) #&ZANE HRZADXK E EE S
Issued Place of
Share Capital % Held by % Held by Incorporation
120 Company ($)  The Group The Company Activity and Operations
\ Amoy International 8 100 100 B REBERRES
Treasury Limited Financial services British Virgin
Islands
Antonis Limited 10,000 100 100 MEME El
Property leasing Hong Kong
AP City Limited* 2 100 - MEEE B8
Property leasing Hong Kong
AP Joy Limited* 2 100 - MEBR Bk
Property development Hong Kong
AP Properties Limited* 20 85 - MEER BE
Property development Hong Kong
AP Star Limited 2 100 - el e B
Investment holding Hong Kong
AP Success Limited* 2 100 = WEME BB
Property leasing Hong Kong
AP Universal Limited 2 100 - MmEME El
Property leasing Hong Kong
AP Win Limited 1,000,000 100 = MEME BB
Property leasing Hong Kong
AP World Limited* 2 100 100 MEER B

Property development Hong Kong




BRIEMIEE () Notes on the Accounts (Continued)

WBE s

Expressed in Hong Kong dollars

31 | IEHELAT @

Principal Subsidiaries (continued)

RZZET=FA=TH At 30 June 2003
BEITRA  KEME GG EEallige
NG () BmANER  HEZASXK EZ EEI I
Issued Place of
Share Capital % Held by % Held by Incorporation
Company ($)  The Group The Company Activity and Operations
APW Finance Limited* 2 100 100 % 0
Financial services Hong Kong
Bonna Estates Company Limited* 1,000,000 100 100 MEHE B
Property leasing Hong Kong
EEREBERAR 4,000,000 100 - MEHE B
Caddo Enterprises, Limited Property leasing Hong Kong
REZARRA 2 100 - MEHE B
Carmana Limited Property leasing Hong Kong
Cititop Limited* 2 100 - MmEER BB
Property development Hong Kong
BAERBRAR A &
Country Bond Development Limited* Investment holding Hong Kong
[ALR 990 79.8 -
A shares
[BIRR 1 100 -
‘B’ share
Dokay Limited 2 100 - MEEE B8
Property leasing Hong Kong
feEERERAR 2 100 - PR E B
Easegood Enterprises Limited* Investment holding Hong Kong
Fu Yik Company Limited 3 100 - MEHE &
Property leasing Hong Kong
EXARAA 2 100 100 PR A B
Gala Ruby Limited Investment holding Hong Kong
Gowily Limited* 2 100 - MEEE Bh
Property leasing Hong Kong
B A 3R R
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BELERRAF

BRIEFIEE () Notes on the Accounts (Continued)

WBE B

Hang Lung Properties Limited

Expressed in Hong Kong dollars

31 | IEHELAT @

Principal Subsidiaries (continued)

RZZEZ=FA=TH At 30 June 2003
BRETRA  KEME DRI it &
NG Or) #&ZANE HRZADXK E ERIH
Issued Place of
Share Capital % Held by % Held by Incorporation
Company ($)  The Group The Company Activity and Operations
Grand Centre Limited* 4 100 - WEME BA
Property leasing Hong Kong
Grand Hotel Group Limited* 10,200 100 - REAEELERER Bk
Apartment operating & Hong Kong
management
REEEEEERAR" R E BB
Grand Hotel Holdings Limited* Investment holding Hong Kong
[AJR 62,163,123 100 -
A shares
[BJ R 6,000,000 100 -
‘B’ shares
Hang Chui Company Limited* 2 100 = MERE Bk
Property leasing Hong Kong
Hang Far Company Limited 2 100 - BRIE &
Investment holding Hong Kong
BRERLDF* 200 100 - MERE B
Hang Fine Company Limited* Property leasing Hong Kong
Hang Kwok Company Limited 10,000 100 - MEHE &
Property leasing Hong Kong
Hang Lick Company Limited 10,000 100 = MERE Bk
Property leasing Hong Kong
1Bk (FTH0) BR AR 10,000 100 100 EHRRE BA
Hang Lung (Administration] Limited* Management services Hong Kong
Hang Lung Park-In Limited* 2 100 = MEHE £
Property leasing Hong Kong




BRIEMIEE () Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars

31 | TEHELAT @

Principal Subsidiaries (continued)

RZZEZ=FA=TH At 30 June 2003
BEITRA  KEME GG EEallige
NG () BmANER  HEZASXK EZ EEI I
Issued Place of
Share Capital % Held by % Held by Incorporation
Company ($)  The Group The Company Activity and Operations
B TREREBRAR 10,000 100 100 MEERRE R EE B
Hang Lung Project Management Limited Project management Hong Kong
BRHXEEERAF 100,000 100 - mEER BB
Hang Lung Property Management Limited Property management Hong Kong
B EREERAR 2 100 100 mEAE B
Hang Lung Real Estate Agency Limited Property agencies Hong Kong
1Bk (&%) AR AR 2 100 100 WE RS BB
Hang Lung (Secretaries) Limited* Secretarial services Hong Kong
1B E (PE) AR AR 2 100 100 ERRE &R
HLP (China) Limited* Investment holding Hong Kong
HLP International Treasury Limited* 8 100 100 815 REHER RS
Financial services British Virgin
Islands
EEtEREBRAR 2 100 100 i &
HLP Treasury Limited* Financial services Hong Kong
HLP Treasury Services Limited 2 100 - IR E b
Investment holding Hong Kong
Hoi Sang Limited 2 100 - BRI E BB
Investment holding Hong Kong
SEBRAR 1,000,002 100 - mEME BB
Lockoo Limited Property leasing Hong Kong
Mansita Limited 2 100 = MERE B
Property leasing Hong Kong
Modalton Limited* 2 100 - MEME BB
Property leasing Hong Kong
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BELERRAF

Hang Lung Properties Limited

BRIEFIEE () Notes on the Accounts (Continued)

WBE B

Expressed in Hong Kong dollars

31 | IEHELAT @

Principal Subsidiaries (continued)

RZZEZ=FA=TH At 30 June 2003
BEIRA  KEME NI EEallighe
NG Or) #&ZANE HRZADXK E ERIH
Issued Place of
Share Capital % Held by % Held by Incorporation
Company ($)  The Group The Company Activity and Operations
Monafat Limited 2 100 - WEME BA
Property leasing Hong Kong
Ottringham Limited 20 100 - MEHE Bk
Property leasing Hong Kong
Palex Limited 2 100 - UESE = BB
Property leasing Hong Kong
Pocaliton Limited* 2 100 = MEHE Bk
Property leasing Hong Kong
Rago Star Limited* 2 100 - MEHE BB
Property leasing Hong Kong
Rioloy Limited* 2 100 - MEHE Bk
Property leasing Hong Kong
Ronhero Limited 2 100 - WEME B
Property leasing Hong Kong
Stooket Limited* 2 100 100 MEMRE Bk
Property leasing Hong Kong
Tegraton Limited* 2 100 - MEHE BB
Property leasing Hong Kong
BREXBRAT 100,000 100 - WEHEE &0
Wai Luen Investment Company, Property leasing Hong Kong

Limited

Wililoy Limited 2 100 - MEEE B
Property leasing Hong Kong
Yangli Limited 2 100 - MERE BB
Property leasing Hong Kong




SRIEHE (D)

WBE s

Notes on the Accounts (Continued)

Expressed in Hong Kong dollars

31 | EEMBEAT @

Principal Subsidiaries (continued)

RZEE=FA=1H At 30 June 2003
BETRE  KEMA REFTIE RPN
] o) ®zEANX  BEZANXK EZ R
Issued Place of
Share Capital % Held by % Held by Incorporation
Company ($)  The Group The Company Activity and Operations
Zarat Limited 2 100 - MEHE &
Property leasing Hong Kong
AMER  KEME REFTIA EEailip
REARAMBERIIGELE (Ex) HEASE HERANX ES EXRUME
Place of
Equity Joint Venture in Registered % Held by % Held by Incorporation
The People’s Republic of China Capital (US$)  The Group The Company Activity and Operations
LBEAFMERZERAA" 167,004,736 79 - WEHRE REARME
Shanghai Hang Bond Property Property leasing The People’s
Development Co., Ltd.* Republic of China
LEBERNERBERAF" 165,000,000 66.3# - MEBRIME REARKAMNE
Shanghai Kong Hui Property Property development The People’s
Development Co., Ltd.* & leasing Republic of China

Y BB A EEATER * Audited by KPMG

*IEAREBEG B AR RS EEAEYEZE

GEb D2 B e

ERIHEERR F%xTZlX%@Zm%'J

BEREAFEZIENER

Represents the Group's attributable interest in the commercial portion of the properties held
either directly or indirectly by the subsidiary.

The above list gives the principal subsidiaries of the Group which in the opinion

of the directors, principally affect the profit and assets of the Group.
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BELERRAF

Hang Lung Properties Limited

BRIEFIEE () Notes on the Accounts (Continued)

LB BB Expressed in Hong Kong dollars
322 | AEAT Jointly Controlled Entities
RZZEZ=FA=TH At 30 June 2003
BETRA  KEAAE NI it
NG o) BmENE  HEDALXK EZ ERIE
Issued Place of
Share Capital % Held by % Held by Incorporation
Company ($)  The Group The Company Activity and Operations
AREFERRAF 5,000,000 36.8 - HERRA BB
Country Link Enterprises Limited* Investment holding Hong Kong
feHBRAR AR BRI E BB
Ease Smart Development Limited* Investment holding Hong Kong
[AJR 1 - -
\126 ‘A share
[BIRR 1 100 -
‘B’ share
ERERBRAF] 3 333 - MEHE B0
Star Play Development Limited Property leasing Hong Kong

* KEGHEEBER *  Audited by KPMG





