Hopson Development Holdings Limited was incorporated
in Bermuda on 24th July 1997 as an exempted company
with limited liability under the Companies Act 1981 of
Bermuda. Its shares have been listed on The Stock
Exchange of Hong Kong Limited since 27th May 1998.

The Company is an investment holding company. Its
subsidiaries, associate and jointly controlled entity are
principally engaged in investment holding and property
development, investment and management.

The accounts have been prepared in accordance with
accounting principles generally accepted in Hong Kong and
comply with accounting standards issued by the Hong Kong
Society of Accountants. The principal accounting policies
adopted in the preparation of these accounts are set out
below:

(a) Basis of measurement

The accounts have been prepared on the historical cost
basis, as modified by the revaluation of investment
properties and investment in securities.

(b) Basis of presentation

The accounts have been prepared on the going concern
basis as the Company’s Directors and the Group’s
management are confident that the Group’s short-term
bank borrowings and current portion of long-term bank
borrowings will either be rolled over or replaced by new
sources of financing when they become due.
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(c) Adoption of revised Statement of Standard Accounting

Practice

Commencing from 1st January 2003, the Group has
adopted SSAP 12 “Income Taxes” issued by the Hong
Kong Society of Accountants, under which deferred
taxation is provided in full on temporary differences
arising between the tax bases of assets and liabilities
and their carrying amounts in the accounts. In prior
year, deferred taxation was provided in respect of
significant timing differences between profit as
computed for taxation purposes and profit as stated in
the accounts to the extent that a liability or an asset
was expected to be payable or recoverable in the
foreseeable future.

The adoption of the revised SSAP 12 represents a
change in accounting policy, which has been applied
retrospectively and in this respect the 2002 comparative
figures presented herein have been restated to conform
to the changed policy. As indicated in Note 34, the
change has resulted in an increase in deferred tax
liabilities and a reduction in investment property
revaluation reserve at 1st January 2002 and 2003 by
approximately HK$218,956,000 and HK$355,404,000,
respectively, which represent the unprovided deferred
tax liabilities.
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(d) Basis of consolidation

The consolidated accounts include the accounts of the
Company and its subsidiaries, together with the Group’s
share of post-acquisition results and reserves of its
associates and jointly controlled entities under the equity
method of accounting. The results of subsidiaries,
associates and jointly controlled entities acquired or
disposed of during the year are included in the
consolidated profit and loss account from their effective
date of acquisition or up to the effective date of disposal,
as appropriate.

All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary
represents the difference between the proceeds of the
sale and the Group’s share of its net assets together
with any unamortised goodwill or negative goodwill or
goodwill/negative goodwill taken to reserves and which
was not previously charged or recognised in the
consolidated profit and loss account and any related

cumulative currency translation adjustments.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of
subsidiaries.
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Intangibles

()  Gooadwill

Goodwill arises where the fair value of the
consideration given exceeds the Group’s share of
the aggregate fair values of the identifiable net
assets acquired at the date of acquisition. Goodwiill
is recognised as an intangible asset and is
amortised on a straight-line basis over its estimated
economic life of five to ten years. The carrying value
of goodwill is assessed periodically or when factors
indicating an impairment are present. Any
impairment of goodwill is recognised as an expense
in the period in which the impairment occurs.

(i) Rights to receive rental income

Rights to receive rental income is recognised as
an intangible asset and is amortised on a straight-
line basis over their estimated economic life of
fifteen years.

Subsidiaries

Subsidiaries are those entities in which the Company;,
directly or indirectly, controls more than one half of the
voting power; has the power to govern the financial
and operating policies, to appoint or remove the majority
of the members of the board of directors, or to cast
majority votes at the meetings of the board of directors.

In the Company’s balance sheet, investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.
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(g9) Associates

(h)

An associate is a company over which the Group has
significant influence, but not control or joint control, over
its financial and operating policy decisions. In the
consolidated accounts, investment in associates is
accounted for under the equity method of accounting,
whereby the investment is initially recorded at cost and
is adjusted thereafter to recognise the Group’s share of
the post-acquisition results of associates, distributions
received from associates, other necessary alterations
in the Group’s proportionate interest in associates
arising from changes in the equity of associates that
have not been included in the profit and loss account
of associates, amortisation of the difference between
the cost of investment and the Group’s share of the
aggregate fair value of the identifiable net assets
acquired at the date of acquisition (goodwill), and any
impairment loss. The Group’s share of post-acquisition
results of associates is included in the consolidated
profit and loss account.

Contractual joint ventures

A contractual joint venture is an entity established
between the Group and one or more other parties for a
pre-determined period of time, with the rights and
obligations of the joint venture partners being governed
by a contract. If the Group is able to govern and control
the financial and operating policies of the contractual
joint venture so as to obtain benefits from its activities,
such joint venture is considered as a de facto subsidiary
and is accounted for as a subsidiary. If the Group can
only exercise significant influence over the contractual
joint venture, such joint venture is accounted for as an
associate.
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Jointly controlled entities

A jointly controlled entity is a joint venture where the
Group and other parties undertake an economic activity
which is subject to joint control and none of the
participating parties has unilateral control over the
economic activity. In the consolidated accounts
investment in jointly controlled entities is accounted for
under the equity method of accounting, whereby the
investment is initially recorded at cost and is adjusted
thereafter to recognise the Group’s share of the post-
acquisition results of jointly controlled entities,
distributions received from jointly controlled entities,
other necessary alterations in the Group’s proportionate
interest in jointly controlled entities arising from changes
in equity of jointly controlled entities that have not been
included in the profit and loss account of the jointly
controlled entities, amortisation of the difference
between the cost of investment and the Group’s share
of the aggregate fair value of the identifiable net assets
acquired at the date of acquisition (goodwill), and any
impairment loss. The Group’s share of post-acquisition
results of jointly controlled entities is included in the
consolidated profit and loss account.
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(k)

Jointly controlled assets

A joint venture which does not involve the establishment
of a separate entity but involves the joint control and
ownership by the Group and other parties of assets
contributed to, or acquired for the purpose of, the joint
venture is accounted for as a jointly controlled asset. In
the consolidated accounts, the Group’s share of jointly
controlled assets and any liabilities incurred jointly with
other joint venture partners are recognised and classified
according to the nature of the relevant items. Income
from the sale or use of the Group’s share of the output
of jointly controlled assets is recognised when it is
probable that the economic benefits associated with
the transaction will flow to the Group, whilst the Group’s
share of expenses in respect of jointly controlled assets
is recognised as incurred.

Properties and equipment and depreciation

Properties and equipment, other than investment
properties, are stated at cost less accumulated
depreciation and any impairment loss. Major
expenditures on modifications and betterments of
properties and equipment which will increase their future
economic benefits are capitalised, while expenditures
on maintenance and repairs are expensed when
incurred. Depreciation is provided on a straight-line
basis to write off the cost less accumulated impairment
losses of each asset over its estimated useful life. The
principal annual rates of depreciation are as follows:

Leasehold land 2% (lease term)
Buildings 2%

Furniture and

20%

20% to 30%

office equipment
Motor vehicles
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Properties and equipment and depreciation (continued)

The depreciation methods and useful lives are reviewed
periodically to ensure that the methods and rates of
depreciation are consistent with the expected pattern
of economic benefits from properties and equipment.

The gain and loss on disposal of properties and
equipment are recognised in the profit and loss account
based on the net disposal proceeds less the then
carrying amount of the assets.

Investment properties

Investment properties are interests in land and buildings
in respect of which construction and development work
have been completed and which are held for their long-
term investment potential, any rental income being
negotiated at arm’s length. These properties are
included in the balance sheet at their open market value
on the basis of an annual valuation by independent
qualified valuers. All changes in the value of investment
properties are dealt with in the investment property
revaluation reserve unless the balance of this reserve is
insufficient to cover a deficit on a portfolio basis, in which
case the net deficit is charged to the profit and loss
account. When an investment property is disposed of,
the relevant portion of previously recognised revaluation
surpluses is reversed and the gain or loss on disposal
reported in the profit and loss account is determined
based on the net disposal proceeds less the original
cost.

No depreciation is provided for investment properties
unless the unexpired lease term is 20 years or less, in
which case depreciation is provided on the then carrying
value over the unexpired lease term.
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(m) Properties under development

(n)

Properties under development for sale, the pre-sale of
which has not commenced, are included in current
assets at the lower of cost and net realisable value.
Properties under development for sale, the pre-sale of
which has commenced, are included in current assets
at cost plus attributable profits, less foreseeable losses
and sale instalments received and receivable. Properties
under development for long-term investment are stated
at cost less any impairment loss.

The cost of properties under development consists of
land costs, construction expenditures, borrowing costs
directly attributable to construction of such properties
and other direct costs. Net realisable value is based on
estimated selling price in the ordinary course of business
as determined by management with reference to the
prevailing market conditions, less further costs expected
to be incurred to completion and selling and marketing
expenses.

No depreciation is provided on properties under
development.

Land pending development

Land pending development is land acquired and
pending a definite plan to be developed for sale or long-
term investment. It is stated at cost less any impairment
loss. Land costs include land premium costs, site
clearance costs and other direct costs of bringing the
land to a condition suitable for development. When the
intention is clear and development has commenced,
land to be developed for sale will be classified as
properties under development for sale, while land to
be developed for investment will be classified as

properties under development for long-term investment.
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Land pending development (continued)

No depreciation is provided on land pending
development.

Completed properties for sale

Completed properties for sale are stated at the lower
of cost and net realisable value. Net realisable value is
based on estimated selling prices in the ordinary course
of business as determined by management with
reference to the prevailing market conditions, less selling
and marketing expenses.

Investment in securities

Securities that are held for the purpose of generating a
profit from short-term fluctuations in price are classified
as investment in securities, and are included in the
balance sheet at their fair values. All changes in the fair
values of investment in securities and gains and losses
on disposal of investment in securities are recognised
in the profit and loss account when they arise.

Accounts receivable

Provision is made against accounts receivable to the
extent they are considered to be doubtful. Accounts
receivable in the balance sheet are stated net of such
provision, if any.
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Impairment of assets

Assets are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying
amount of one of these assets may not be recoverable.
Whenever the carrying amount of an asset exceeds its
recoverable amount, an impairment loss representing
the difference between the carrying amount and the
recoverable amount of an asset is recognised in the
profit and loss account. The recoverable amount is the
higher of an asset’s net selling price and value in use.
The net selling price is the amount obtainable from the
sale of an asset in an arm’s length transaction less the
costs of the disposal, while value in use is the present
value of estimated future cash flows expected to arise
from the continuing use of an asset and from its disposal
at the end of its useful life.

Reversal of impairment loss of an asset recognised in
prior years is recorded when there is an indication that
the impairment loss recognised for the asset no longer
exists or has decreased. The reversal is recorded in
the profit and loss account.

Provisions and contingencies

Provisions are recognised when there is a present
obligation, legal or constructive, as a result of past
events and it is probable that an outflow of resources
will be required to settle the obligations, and a reliable
estimate of the amount can be made. Provisions are
reviewed regularly and adjusted to reflect the current
best estimate. Where the effect of the time value of
money is material, the amount of a provision is the
present value of the expenditures expected to be
required to settle the obligation.
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(s) Provisions and contingencies (continued)

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources
will be required or the amount of obligation cannot be
measured reliably. A contingent liability is not recognised
but is disclosed in the notes to accounts. When a
change in the probability of an outflow occurs so that
outflow is probable, they will then be recognised as a
provision.

A contingent asset is a possible asset that arises from
past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more
uncertain events not wholly within the control of the
Group. Contingent assets are not recognised but are
disclosed in the notes to the accounts when an inflow
of economic benefits is probable. When inflow is virtually
certain, an asset is recognised.
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Turnover and revenue recognition

Turnover (net of applicable business tax) consists of (i)
pre-sale and sale of properties, (ii) rental income, and
(iii) property management fees. Revenue is recognised
when the outcome of a transaction can be measured
reliably and when it is probable that the economic
benefits associated with the transaction will flow to the
Group. Revenue is recognised on the following bases:

()  Pre-sale and sale of properties

Pre-sale of properties under development for sale
under legally-binding agreements is recognised by
reference to the stage of completion of the
development of the properties, with the profit
recognised restricted to the amount of instalments
received. No revenue from pre-sale of properties
is recognised until the construction has progressed
to a stage when completion of the properties and
the ultimate realisation of profit can be reliably
estimated. Sale of completed properties held for
sale is recognised when a legally-binding
agreement has been executed, with the profit
recognised restricted to the amount of instalments

received.

When a purchaser defaults in the payment of
instalments and the Group exercises its right to
terminate the sale, the revenue and the related profit
previously recognised are reversed and the
instalments received and forfeited are credited to
the profit and loss account.
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(t) Turnover and revenue recognition (continued) (t)

(i) Rental income

Rental income is recognised on a straight-line basis
over the period of the relevant leases.

(i) Property management fees

Property management fees are recognised when
the service is rendered.

(iv) Interest income
Interest income is recognised on a time proportion

basis, taking into account the principal amounts
outstanding and the interest rates applicable.
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the earning process has not been completed.

(u) Taxation (u B\

Individual companies within the Group provide for profits
tax on the basis of their profits for financial reporting
purposes, adjusted for income and expense items
which are not assessable or deductible for profits tax
PUrposes.

Deferred taxation is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the accounts. Taxation rates enacted or
substantively enacted by the balance sheet date are
used to determine deferred taxation.
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(w)

Taxation (continued)

Deferred tax assets are recognised to the extent that it
is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred taxation is provided on temporary differences
arising on investments in subsidiaries, associates and
joint ventures, except where the timing of the reversal
of the temporary difference can be controlled and it is
probable that the temporary difference will not reverse
in the foreseeable future.

Advertising and promotion costs

Costs of advertising and promotion are expensed as
incurred.

Employee benefits

() Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the balance sheet date. Employee
entitlements to sick leave and maternity leave are
not recognised until the time of leave.

(i) Pension obligations
The Group’s contributions to the defined

contribution retirement plans are expensed as

incurred.
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Borrowing costs

Borrowing costs that are directly attributable to the
acquisitions, construction or production of an asset that
necessarily takes a substantial period of time to get
ready for its intended use or sale are capitalised as part
of the cost of that asset.

All other borrowing costs are charged to the profit and
loss account in the year in which they are incurred.

Operating leases

Operating leases represent leases under which
substantially all the risks and rewards of ownership of
the leased assets remain with the lessors. Rental
payments under operating leases are charged to the
profit and loss account on a straight-line basis over the
period of the relevant leases.

Foreign currency translation

Individual companies within the Group maintain their
books and records in the primary currencies of their
respective operations (“functional currencies”). In the
accounts of the individual companies, transactions in
other currencies during the year are translated into the
respective functional currencies at the applicable rates
of exchange prevailing at the time of the transactions;
monetary assets and liabilities denominated in other
currencies are translated into the respective functional
currencies at the applicable rate of exchange in effect
at the balance sheet date. Exchange gains and losses
are dealt with in the profit and loss account of the
individual companies.
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(z) Foreign currency translation (continued)

The Group prepares consolidated accounts in Hong
Kong dollars. For the purpose of consolidation, all the
assets and liabilities of subsidiaries with functional
currencies other than Hong Kong dollars are translated
into Hong Kong dollars at the applicable rates of
exchange in effect at the balance sheet date; allincome
and expense items are translated into Hong Kong
dollars at the applicable average exchange rates during
the year. Exchange differences arising from such
translation are dealt with as movements in cumulative
translation adjustments.

(aa) Segment reporting

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

Segment assets consist primarily of all of the Group’s
operating assets, while segment liabilities consist
primarily of all of the Group’s operating liabilities. Capital
expenditure comprises additions to investment
properties, properties under development for long-term
investment, rights to receive rental income, and
properties and equipment, including those arising from
acquisitions of subsidiaries.

(bb) Cash and cash equivalents

Cash and cash equivalents are carried in the balance
sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash
on hand, deposits held at call with banks, bank deposits/
cash investments with a maturity of three months or less

from the date of investment and bank overdrafts.
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Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered
to be related if they are subject to common control or
common significant influence.

BEA LIRS R B RS RS S —
FEPMERI T R EBRTER M %S — 5171
EATENNAL - A - HZFEALRA
—AEZEHIRE - AL ZEATE - T
CREEAL -

(@) The Group had the following significant transactions (a) A% HEE QN REIT NI EAR
with related companies: Z
2003 2002
32 —TTF
HK$’000 HK$'000
FHET FEL
Property construction fees paid/ payable to Bt/ ENEEAR
related companies (Note (i) 2 FREE (k) 2,132,000 1,969,000
Property design fees paid/payable to Bt/ EN—REERR
arelated company (Note (j) ZWERE () 24,063 29,369
Office rentals paid/payable to Bt/ EN—REERR
a related company (Note (i) ZHAERE (FiF) 3,670 2,832
Decoration charges paid/payable to Bt/ EN—REERR
a related company (Note (i) ZEEEE (M) 850 1,544
Communication network installation fees B/ @A
paid/payable to related JREBEERIREE
companies (Note (i) Cigs() 443 1,386
Property management fees paid/payable to Bt/ EN—REERR
arelated company (Note (j) ZMEERE (i) 1,926 512
Interest expense paid/payable to related Bt/ ENEEAT
companies (Note () ZHIBEX () - 11,948
Advertising income received/receivable from Bl —HEEL
a related company (Note (i) ZEEWE () 170 272
Rental income received/receivable from Bl —EEEAR
a related company (Note (i) ZHSWA (PR 637 =
Office rentals paid/payable Bt/ EN—RBE R 760 860
to an associate ZHAERS
Garden and floral design fees received/receivable B/ BN — AR B
from a jointly controlled entity ZEMRERTERE - 8,300
Consultancy fees received/receivable B/ ER—EERR
from a related company (Note (i) ZEEE () 960 =



Note:

()  These companies are a minority shareholder of certain subsidiaries

of the Company including subsidiaries of this minority shareholder.

In December 2003, the Group disposed of its entire 30%
interest in Tonking International Limited, an associate of the
Group, to Mr. Chu Mang Yee (“Mr. Chu”), the chairman of
the Board and a controlling shareholder of the Company,
for a consideration of HK$1 and agreed to waive the
obligation of Tonking International Limited for the repayment
of shareholder’s loan of HK$8,928,000. As at the date of
disposal, Tonking International Limited had a negative net
tangible asset value of approximately HK$14,503,000.

In December 2003, the Group sold an undeveloped land to
Mr. Chu for a consideration of approximately HK$4,111,000.

In the opinion of the Company’s Directors and the Group’s
management, the above related party transactions were
conducted in the normal course of business of the Group,
on normal commercial terms, and in accordance with terms
of contracts entered into by the Group and the related
parties.
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HOPSON DEVELOPMENT HOLDINGS LIMITED

Notes to the Accounts iR B K&
3 RELATED PARTY TRANSACTIONS (continued) 3 BEALXRZ @
(b) Details of the balances with directors and related (b) REZREEDRGRAFE

companies are:

Maximum balance
outstanding
during the year
2003 2002 FENKER
—E2=F —BTF Rkt
HK$’000 HK$'000 HK$'000
TER TR TR
Due from related companies EWEEARRE
Amount due from minority shareholders ERADRETHS
of certain subsidiaries of the Company NGl (1§
and subsidiaries of these minority RzELERR
shareholders ZHBRRZFE 2,929 2,765 2,929
Amount due from a related company, B ARAAR—%
which is beneficially owned by ERERBE L
a director of the Company HAEEAR 2B 209 - 209
3,138 2,765
Due to directors EAE=ZE
Mr. Chu Mang Yee RERELE 11,258 11,462
Mr. Au Wai Kin BERLE 664 664
Mr. Xiang Bin BEAEE - 1,662
Mr. Tse Sai Tung, Stones HHREE - 400
11,922 14,188
Less: Non-current portion W IR
Mr. Chu Mang Yee RAMKTE (10,000) (10,000)

1,922 4,188




(b)

Details of the balances with directors and related

companies are (continued):

Due to related companies

Amount due to minority shareholders

of certain subsidiaries of the Company AV ERR
and subsidiaries of these minority &&I’J iR
shareholders ZHBARI 2

In addition, as at 31st December 2003, the Group had
accounts payable of approximately HK$526,502,000
(2002: HK$570,039,000) due to subsidiaries of minority
shareholders of certain subsidiaries of the Company in
respect of property construction fees.

As at 31st December 2008, all outstanding balances
with directors, a jointly controlled entity, an associate,
the ultimate holding company and related companies
were unsecured, non-interest bearing and without pre-
determined repayment terms, except that
HK$10,000,000 (2002: HK$10,000,000) due to a
director and HK$32,000,000 (2002: HK$20,000,000)
due to the ultimate holding company were not repayable
within one year.
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TR THET
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(d) As at 31st December 2003, approximately

©)

HK$142,123,000 (2002: HK$173,312,000) of the
Group’s investment properties (see Note 15),
approximately HK$191,085,000 (2002:
HK$175,763,000) of the Group’s properties under
development for long-term investment (see Note 17),
and none (2002: HK$4,909,000) of the Group’s
completed properties for sale (see Note 25) were pledged
as collateral for bank loans borrowed by a jointly
controlled entity. As at 31st December 2003, none (2002:
HK$66,390,000) of the Group’s completed properties
for sale (see Note 25) was pledged as collateral for bank
loans borrowed by a related company.

As at 31st December 2003, the Group provided
guarantees to banks for loans borrowed by an associate,
a jointly controlled entity and related companies of none
(2002: HK$9,186,000), approximately HK$94,340,000
(2002: HK$84,906,000) and approximately
HK$85,849,000 (2002: HK$106,604,000), respectively
(see Note 41).

Turnover and revenue consisted of:

Sale of properties THEWZE

Rental income WA
Property management fees MEEEE
Total turnover BEFERR

Other revenue — interest income Efiias —F B

Total revenue

@

RZBZE=F+ZA=+—08  &~&H
2 IEYEE (R MIEE15) #9142,123,00078
TT(CZTEZ 4 1 173,312,000/ 7T) ~ A
SERHERIIRE 2 BRI (R
17)#J191,085,000/87C (ZEZ =4 :
175,763,000/87T) © A RAEEAHEE
2 AR (RHFE2s) WE (CTT =
£ 1 4,909,000787T) EHEIRER R
THIEEEATERITERZEIRR - R
TE=F+-A=1+—H ~EEAH
&2 BARE (RHiFE25) WiE (= F
T —1F : 66,390,000/ 7T) EIEIFEA—
FEIREE R BIFTEIRITER 2R -

REZZEE=F+=-A=+—0H ~5%5H
R—EEE AR —FEERIEHEER
BERNADHNAE(ZET_F
9,186,000/ L) * #J94,340,0007 7T
(ZZTZT =4 : 84,906,000/ 7T) &4
85,849,000 L (ZTET=F :
106,604,000 7T) 2 RITE IR
R (RKIEE41) o

BRI O
2003 2002
—g¥=F ~TT F
HK$’000 HK$'000
T T
3,238,906 2,073,847
35,487 18,414
51,529 34,528
3,325,922 2,126,789
7,211 2,632
3,333,133 2,129,421



7 A A R 4 1 AT R 2N

Notes to the Accounts BB KM EE
5 PROFIT FROM OPERATIONS 5 #RERA
Profit from operations is determined after charging and LR H TR Rt AT S IBE A8
crediting the following items: TE
2003 2002
—EE=F —TE-F
HK$’000 HK$’000
FET FHET
After charging — Bk —
Staff costs (including directors’ emoluments) BINN (BREESEHE)

(see Note 7) (RHFE7) 118,729 90,677
Advertising expenses EEE 143,372 156,534
Operating lease rentals in respect of premises ¥ SAAEE 4,466 4,239
Depreciation of properties and equipment M REAETE 8,423 5,820
Loss on disposal of properties and equipment &Y L& 2 EE 486 74
Amortisation of s

— goodwill (included in general and —HEBEE—RE

administrative expenses) 1TRER) 2,936 2,425

— rights to receive rental income — ARk

(included in cost of sales) (BREEHEKA) 3,308 1,103
Provision for amount due from JE U — g = A A

an associate IR B 620 6,000
Write-off of cost of properties kL7 ESP RN - 5,355
Loss on investment in securities BHIREEE - 1,405
Net exchange loss b BB F R - 59
Auditors’ remuneration ZERRT N & 1,000 988
After crediting — EstA=
Rental income, less outgoings A IR ) 31,938 16,573
Gain on investment in securities FBHRE W 722 =
Net exchange gain b W as F R 196 =




HOPSON DEVELOPMENT HOLDINGS LIMITED

Notes to the Accounts iR B K&
6 FINANCE COSTS 6 BRI
2003 2002
ZBE=F —ET-F
HK$’000 HK$’000
FExT FET
Interest on bank loans wholly repayable ERAFAZHEEN
within five years RITERFNE 164,072 91,945
Interest on loans from related companies ERAFAZHEEN
wholly repayable within five years BER R ERF A
(see Note 3(a)) (RFI5ES(a) - 11,948
Total borrowing costs incurred FTE A BB B A 164,072 103,893
Less: amount capitalised as part of the cost  J : BFA/EE R h YR
of properties under development — &M E R (159,792) (91,249)
4,280 12,644

The average interest rate of borrowing costs capitalised

during the year ended 31st December 2003 was

approximately 5.6% per annum (2002: 6.0% per annum).

REE_ZT=F+"_A=+—RHILFER
FEANEERARNFHIENELH5.6%
(ZFTF : FHZX6.0%) °

7 STAFF COSTS (INCLUDING DIRECTORS’ 7 EIRK(BEEEHD)
EMOLUMENTS)
2003 2002
—ET=F 2T F
HK$’000 HK$’000
F#BxT FHBT
Salaries and allowances e MR 87,085 61,323
Sales commission and bonus HEME MEA 22,211 22136
Pension costs BIREKA
- Defined contribution plans — A EHARETE
(see Note 42) (RHMf7E42) 9,391 6,540
— Provision for long service payment —RABRG S B 42 678
118,729 90,677
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Notes to the Accounts 8RB M &
8 DIRECTORS’ AND SENIOR EXECUTIVES’ 8 EENSHRITHAEME
EMOLUMENTS
() Details of emoluments paid/payable to directors of the @ Bft/ENAAREZHMESFBN
Company are: ™~
2003 2002
—BE=F —ETC
HK$’000 HK$’000
FET FAET
Fees for executive directors BITEZNHEE - -
Fees for independent non-executive BAENITESHHES
directors 180 150
Other emoluments for executive directors #1728 H b B4
— Salaries and allowances — & MoEBE 8,832 9,495
— Retirement contributions — RS HN 56 57
9,068 9,702
A director agreed to waive his emoluments with effect BT =F+_A=+—HIF
from 1st January 2003, which amounted to E —H%EFRER-TT=F—A—
approximately HK$240,000 (2002: Nil) during the year H#ERRE4240,0008 L (=TT =

ended 31st December 2003. F B -




HOPSON DEVELOPMENT HOLDINGS LIMITED

Notes to the Accounts BR B K &E

8 DIRECTORS’ AND SENIOR EXECUTIVES’ 8
EMOLUMENTS (continued)

(@) Details of emoluments paid/payable to directors of the
Company are: (continued)

Analysis of directors’ emoluments by number of
directors and emolument ranges is as follows:

ESRERITHRAEME (&)

@ BN/ ENAXRERHMEFIBEN

T (@

REZEABLMERFBDHEENE
DT

2003 2002
ZBE=F —TT-F
Executive directors WITES
Nil to HK$1,000,000 21,000,000/ 7T 5 4
HK$2,000,001 to HK$2,500,000 2,000,001 722,500,000/ 7T 1 1
HK$2,500,001 to HK$3,000,000 2,500,001/ 7L £3,000,0007 7T 2 =
HK$3,000,001 to HK$3,500,000 3,000,001/ 723,500,000/ 7T = 2
Independent non-executive directors B EITES
Nil to HK$1,000,000 £ 21,000,000/ 7T 3 8
11 10

(b) Details of remuneration of the five highest paid

b) AAEREHFAL (BEHITEEREM

individuals (including executive directors and other EE) B BEIT
employees) are:
The five highest paid individuals consisted of: hEZ&E=HATRE
2003 2002
—EE2=F S S
Number of directors EEAH 4 3
Number of employees EEAE 1 2




(b)

S

Details of remuneration of the five highest paid b) AZEEFAL (BIERITESREM
individuals (including executive directors and other EBE)WMEFBNT (&) -
employees) are (continued):
The emoluments paid/payable to the highest paid 2R EARA 7§$E’]y§§ﬁ
individuals who are directors of the Company have been TS E 5K EXXBiEEs@) c B,
included in Note 8(a) above. Details of emoluments paid/ FESEA TS B ZZD—F :
payable to the remaining individuals are:
2003 2002
—EBE=F —EFETF
HK$’000 HK$’000
FET FETT
Basic salaries and allowances HARH & NEB, 1,000 2,974
Inducement fees nEme - 1,972
Retirement contributions RIRSHK = 6
1,000 4,952
Analysis of emoluments paid to the non-director highest RASEME RS SHENREEIE
paid individuals by number of individuals and emolument BEEMEeoMmMT
ranges is as follows:
2003 2002
—gg=F _—TT_F
Nil to HK$1,000,000 Z%1,000,000/8 7T 1 -
HK$1,500,001 to HK$2,000,000 1,500,001/ 7L 22,000,000/ 7T - 1
HK$3,000,001 to HK$3,500,000 3,000,001 7T 23,500,000/ 7T - 1
1 2

No emolument was paid to the directors of the
Company or the five highest paid individuals as an
inducement to join or upon joining the Group or as
compensation for loss of office, except for
approximately HK$1,972,000 paid to a non-director
individual as an inducement to join the Group during
the year ended 31st December 2002.

(©

RATESH AL HE=HA T EER
E{EJM@W&%IEﬂu/\ajzajju)@'%@
SERBERAE BT _F+=
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1491,972,0007 L AR B E 1l AR S
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HOPSON DEVELOPMENT HOLDINGS LIMITED

Notes to the Accounts iR B M &
9 TAXATION 9 FiF
The amount of taxation charged to the consolidated profit RérEEmRP R RIARRE

and loss account represents:

2003 2002
ZBE=F —TT-F
HK$’000 HK$’000
FiEx FET
As restated
=7
Company and subsidiaries NI VNG
Current taxation — ANEAFIIE —
Hong Kong profits tax BBENEH 12,704 5,210
Mainland China enterprise income tax AR R BE (S ZEFTIS AR 208,506 212,003
Mainland China land appreciation tax AR B K B £ pb (R 3,359 3,428
Deferred taxation relating to the origination/ HEA(BE) R =
(reversal) of temporary differences — B BEERIA—
Mainland China enterprise income tax R B KRE TSR (45,375) (56,391)
Mainland China land appreciation tax AR B K B i (B R 18,496 20,956
197,690 185,206
Jointly controlled entity HIEZEH TR
Current taxation — ANEAFIIE —
Mainland China enterprise income tax AR R BE (S ZEFTIS AR 27,884 23,140
Mainland China land appreciation tax AR B K B £ pb (B R 26,426 21,465
54,310 44,605

252,000 229,811




(@)

(b)

(©

Hong Kong profits tax

Hong Kong profits tax is provided at the rate of 17.5%
(2002: 16%) on the estimated assessable profit for the
year.

Overseas income tax

The Company is exempt from taxation in Bermuda until
March 2016. Subsidiaries in the British Virgin Islands
are incorporated under the International Business
Companies Acts of the British Virgin Islands and,
accordingly, are exempt from British Virgin Islands
income taxes. Subsidiaries established and operated
in mainland China are subject to mainland China
enterprise income tax at the rate of 33% (2002: 33%).

Mainland China land appreciation tax

Mainland China land appreciation tax is levied at
progressive rates ranging from 30% to 60% on the
appreciation of land value, being the proceeds of sales
of properties less deductible expenditures including
costs of land and development and construction
expenditures.

S
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(b)

(©)
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KE R B A RIZ33% (Z 2T = -
33%) ZMEHMRIPRAKREDREMS
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(¢) Mainland China land appreciation tax (continued)

The taxation on the Group’s profit before taxation differs
from the theoretical amount that would arise using the
enterprise income tax rate in mainland China, where
the majority of the Group’s operations was carried out,
and the reconciliation was as follows:

(c) FREIARELibBED (B

AR B AT SRR R B AR
(REEAR S LB EARET) 2
CEAEBBEH 2 B AT
R - BT

2003 2002
—EE=F 2T F
HK$’000 HK$'000
FET FHET
As restated
=7
Profit before taxation BR A A A 635,942 510,864
Calculated at mainland China R BIARER E TS R K
enterprise income tax rate 33%* (ZZZT=F : 33%)
of 33% (2002: 33%) #AE 209,861 168,585
Effect of &
— different tax rates in other jurisdiction —Hft el AR TR E (12,706) (4,491)
— expenses not deductible for income — AR 2 S
tax purposes 3,251 6,721
— land appreciation tax deductible for — A HRIERFTE SR
calculation of income tax purposes Rz s EF (15,933) (15,130)
— deferred tax assets not — RERZEERIA
recognised (Note (i) BE 19,246 28,277
203,719 183,962
Land appreciation tax T HIRER 48,281 45,849
252,000 229,811
Note: B E -

(i)  Deferred tax assets not recognised included tax losses in certain
subsidiaries in mainland China, which can generally be carried

forward for five years upon recognition of the respective losses.

() RERIEERREESEAEENHEAREZ
MEBARMBIE - WERBHNERRAOTER
JEim o
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Notes to the Accounts BB KM EE
10 PROFIT ATTRIBUTABLE TO SHAREHOLDERS 10 BRERE(RER
The consolidated profit attributable to shareholders includes IR (G AR & m A B A FIRER B AR
a profit of approximately HK$93,554,000 (2002: B35 K #793,554,000/8 0 (CTE — 4 ¢
HK$43,960,000) dealt with in the accounts of the Company. 43,960,000/ 7T) °
11 DIVIDENDS 11 KA
Dividends consisted of: dsKake
2003 2002
—BE=F —ETF
HK$’000 HK$’000
FET FHET
Interim dividend of HK$0.02 HFHARR B AR @A
(2002: HK$0.02) 0.02757T
per ordinary share (ZEZT=F : 0.02/87L) 20,040 20,040
Proposed final dividend of HK$0.03 EFE AR B FRR T B
(2002: HK$0.02) 0.03%7T
per ordinary share (ZEZT=F : 0.02/87L) 30,060 20,040
50,100 40,080
12 RETAINED PROFITS 12 REBEF
Retained profits consisted of: REBEFBIE -
2003 2002
—BE=F —ETF
HK$’000 HK$’000
FET FHET
Company ¥iN/NE] 50,062 6,608
Subsidiaries WEBAF] 958,219 831,341
Associate il (1,118) (3,033)
Jointly controlled entity HEEHIEES 112,024 55,412
1,119,187 890,328




HOPSON DEVELOPMENT HOLDINGS LIMITED

Notes to the Accounts

13 EARNINGS PER SHARE

The calculation of basic earnings per share for the year
ended 31st December 2003 is based on the consolidated
profit attributable to shareholders of approximately
HK$315,354,000 (2002: HK$229,082,000) and the
weighted average number of approximately 1,002,000,000
shares (2002: 1,002,000,000 shares) in issue during the
year.

The calculation of diluted earnings per share for the year
ended 31st December 2003 is based on the consolidated
profit attributable to shareholders of approximately
HK$315,354,000 (2002: HK$229,082,000) and the diluted
weighted average number of approximately 1,002,096,000
shares (2002: 1,002,561,000 shares) in issue after adjusting
for the potential dilutive effect in respect of outstanding
employee share options.

R B M

13 BRER

E-TE=F+_A=-+—RALFENE
RREARRF THRAF S HRRR B (L iR & m T
#9315,354,000B L (=TT =F :
229,082,000/ 7T) RFAE BITMETFH
B2 #91,002,000,000/% (Z BT — 4 :
1,002,000,0008%) 5+&

 E-TE=F+_A=+—RALFENE
A% 858 B R Th 12 IR R FE (4R 6 i A 4V
315,354,000 (=TT =F
229,082,000/7T) & & N E B1TH#5E IiE
SR E491,002,096,0008% (ZTE — 4 ¢
1,002,561,000/%) (B #tERITE 2 (BB R
RENBTHEXEIELAR)GE -
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Notes to the Accounts 8RB M &
14 PROPERTIES AND EQUIPMENT 14 YERRE
Consolidated
=a
2003
—EB=F
Furniture
Leasehold land and office Motor
and buildings equipment vehicles Total
HE BRR
T REF PAERE RE et
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Cost RAE
Beginning of year F1 7,004 18,104 24,911 50,019
Additions i 79 6,915 8,941 15,935
Acquisition of subsidiaries =N
(Note 38(b)) (P95E38(0)) - 237 - 237
Disposals & = (352) (499) (851)
End of year FiE 7,083 24,904 33,3563 65,340
Accumulated depreciation ~ ZitHrE
Beginning of year F1 1,045 7,452 9,622 18,119
Charge for the year REENE 141 3,962 4,320 8,423
Disposals & = (82) (283) (365)
End of year FiE 1,186 11,332 13,659 26,177
Net book value REFE
End of year Fi 5,897 13,572 19,694 39,163
Beginning of year F1 5,959 10,652 15,289 31,900
The leasehold land and buildings are located in Hong Kong FHE i REF I NES RBENF10
and are held under medium-term leases of between 10 to FEES0FERPHIFALES
50 years.
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Beginning of year F4])

Transfer from properties under EEARBERRKE
development for long-term investment BRI

Disposals =

Surplus on revaluation HHAH

End of year FR

All investment properties are located in mainland China and
are located on land held under land use rights expiring from
2067 through 2072. They were revalued as at 31st
December 2003 by DTZ Debenham Tie Leung Limited,
independent qualified valuers, on an open market value
basis, with the related surplus, net of provision for relevant
taxes and minority interests, recorded as investment

property revaluation reserve.

As at 31st December 2003, approximately HK$914,552,000
(2002: HK$1,100,899,000) and approximately
HK$142,123,000 (2002: HK$173,312,000) of the
investment properties were pledged as collateral for the
Group’s banking facilities (see Note 43(a)) and bank loans
borrowed by a jointly controlled entity (see Note 3(d)),
respectively.

Consolidated

TE
2003 2002
—gg=f ~IT &
HK$°000 HK$’000
FET FET
2,625,600 1,710,000
26,119 402,709
(118,547) -
24,952 512,891
2,558,124 2,625,600

PR EYZIRIA P BIAEE RAMRIER
CEANEFE T FHMERR T
RRA <L - FTERENFERN-FT
=Ft+ A=t HBaERBLEEME
BRITRAFMSEREEENGE
R NER B AT AR R R D B R4 T
SARBMEERFEEA -

RZZEE=FE+-_A=+—8 "4
914,552, 0008 L (=& _F :
1,100,899,000787T) & 142,123,000/ 7T
(ZZZT = : 173,312,000 7T) U E Y
XEERERATEERITEE (R
43(a)) R —EHREHIERBAORITER (R
FiEE3(d)) BIHEFR R o
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Notes to the Accounts BB KM EE

15 INVESTMENT PROPERTIES (continued) 15 REY= (&)
The Group leases out certain investment properties under AEBERBCERNDHEETIREDE - 7]
operating leases, for an initial period of one to twenty years, BHEAA—E= T4 - EERERENER
with an option to renew on renegotiated terms. None of the BEFEEL - SEAMERFESAEE - B
leases includes contingent rentals. During the year ended HE-ZTT -G+ -_A=1+—HIEFEN
31st December 2003, the gross rental income from REFREMEMIE S ERELA31,026,000
investment properties amounted to approximately BT (ZTT=F : 17,599,000/ 7T) °
HK$31,026,000 (2002: HK$17,599,000). As at 31st —TE=a+-fA=+—0  ~EERET
December 2003, the Group’s future rental income under ATHEEM S E RN AR RBESHALT ¢

non-cancellable operating leases was as follows:

2003 2002

—EE=F —TE-F

HK$’000 HK$'000

THERT FHET

Not later than one year —FR 33,248 23,460
Later than one year and not later —ZRFA

than five years 130,182 93,766

Later than five years AFE 135,254 128,309

298,684 245,535
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16 RIGHTS TO RECEIVE RENTAL INCOME 16 UgFERE
Consolidated
&E
2003 2002
ZBE=F —ETF
HK$’000 HK$’'000
FEx FET
Beginning of year F1) 48,524 =
Additions g - 49,627
Amortisation By (3,308) (1,103)
Disposal HE (45,216) -
End of year FU - 48,524
The Group had rights to receive rental income for 15 years AEBEENEZ T —tF LN+ RFH
up to 2017 in respect of certain properties developed by A pASERFBIERAE =EERERNSE
the Group for the benefit of third parties in Beijing, mainland FoEWRHEE - WHEEKR -_ZZ=FH
China. In 2003, the rights to receive rental income were € o
disposed of.
During the year ended 31st December 2003, the gross rental REBEE_ZE=F+_A=1+—HItFE
income relating to these properties amounted to AN BEEEMEZHSWRABLELD
approximately HK$4,461,000 (2002: HK$815,000). 4,461,000/ 7L (ZEZ =4 : 815,000/
7T) °




S

Consolidated

A

=]
2003 2002
—EBE=F —EFE-F
HK$’000 HK$’000
F#&T T
Beginning of year FH) 1,146,549 716,940
Additions R 558,190 832,318
Transfer from land pending development PR 38 b 23,334 =
Transfer to investment properties ER I EY (26,119) (402,709)

Transfer to properties under ERE N E

development for sale ZEEEFYIE (185,969) =
End of year FR 1,515,985 1,146,549

All properties under development for long-term investment
are located in mainland China. As at 31st December 2003,
properties under development for long-term investment of
approximately HK$1,515,985,000 (2002:
HK$1,137,387,000) were located on land held under land
use rights expiring from 2067 through 2072, whilst none
(2002: HK$9,162,000) was related to projects located on
land for which the Group was in the process of applying for
formal land use rights.

As at 31st December 2003, approximately HK$391,912,000
(2002: HK$70,112,000) and approximately
HK$191,085,000 (2002: HK$175,763,000) of the properties
under development for long-term investment were pledged
as collateral for the Group’s banking facilities (see Note 43(b))
and bank loans borrowed by a jointly controlled entity (see
Note 3(d)), respectively.

Pﬁ?ﬁﬁ{fﬁﬁﬁ&é‘z%@tﬂ PSR
AE-RZBEE=F+=-"A=+—H 4
1,515,985,000m7EL77747¢
1,137,387,0007% 7T) RIS EREMR & 2 B &
RYEMIMRIER SN tEFE T —F
HA e M (e PR RF A Y T3t | o Mk
| (ZTT=F : 9,162,000/ 7T) W EINL
MRAEBIEERBENTHERENTHD
J: o

RZZEZEZ=F+=_A=+—80 " &
391,912,000 L(ZFE=F :
70,112,000 7T) & #9191,085,000/8 7T (=
TE —4F : 175,763,000/87T) ZH{ERH
BEZERETRMEC D BIEIFIERER 2R
TE 8 (RKisE43(b) K —MHERZH E
ZIRTEE 2 B G (RHTEES)) o
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Beginning of year F4])

Additions il

Transfer to properties under ERERERRKE
development for long-term 2B
investment L7JE S

Transfer to properties under ERERHIEE
development for sale BRI

Impairment BE

End of year FR

Land pending development is located in mainland China.
As at 31st December 2003, land pending development of
approximately HK$291,448,000 (2002: HK$120,731,000)
was held under land use rights expiring from 2064 through
2067, whilst the remaining balance of approximately
HK$289,568,000 (2002: HK$190,727,000) was in the
process of applying for formal land use rights.

As at 31st December 2003, approximately HK$83,678,000
(2002: HK$82,995,000) of the land pending development
was pledged as collateral for the Group’s banking facilities
(see Note 43(c)).

Consolidated

= A

wh
2003 2002
—g®=F ~TTF
HK$’000 HK$’000
FERT THET
311,458 89,056
533,934 230,655
(23,334) =
(241,042) =

= (8,253)

581,016 311,458

BRI NPBIARE R =F+
—A=1+—8 - #)291,448,000/8 T (=&
T4 1 120,731,000/ 70) BFEE R
BB T ANNERE T FHEERD
TH{FRERE - HER49289,568,000/8 7T
(ZZZ— £ : 190,727,000 7T) HIF 32 E
Tt B TEFE R B IE X Lt P42 o

R-_ZET=F+_-_HA=+—8 &
83,678,000/ T (ZZZ =4 : 82,995,000
BID) 2 A BRI EEIFEARSERIT(E
B2 R (RHE43(0) °
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19 INVESTMENT IN SUBSIDIARIES 19 RHEARNRE
Company
NG|
2003 2002
—BE=F —ETF
HK$’000 HK$’000
F#ET FH&IT
Unlisted shares, at cost JE MR - K AE 74,900 74,900
Due from subsidiaries R S NGIE O 722,749 667,886
797,649 742,786
The amounts due from subsidiaries are unsecured, non- FEUH B A RF IR AEEA - £ B REER
interest bearing and not repayable within one year. —FREE -
Details of the principal subsidiaries as at 31st December R-EE=F+-_A=+—HHNEEHBEAQ
2003 are set out on pages 124 to 130. AIFFIBEMNFE124E1308 °
None of the subsidiaries had any loan capital in issue at any RNEE-_ZE==F+-_A=+—HILEER
time during the year ended 31st December 2003. RS - S B A R ERE A (TR B 31T

fEEER -
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20 INVESTMENT IN AN ASSOCIATE

ik B B &

20 R—EBMEQARZRE

Consolidated

e
2003 2002
—ET=F T -F
HK$’000 HK$’'000
FHET FHBT
Share of net assets of an unlisted FE(L U EER—fE
associate at acquisition LT ERRZFEE 1,888 1,888
Share of undistributed post-acquisition FE(E U B R DAL
results ES (1,118) (3,033)
770 (1,145)
Due from an associate JE Uy — i & A R FRIR - 9,033
Due to an associate P — g & A R FIAR - (1,109)
770 6,779
Less: Provision for amount due from B PRI — B A A
an associate SRIA 2 B - (6,000)

770 779




A A AR A A R A

Notes to the Accounts 8RB M &
20 INVESTMENT IN AN ASSOCIATE (continued) 20 R—EHEQRZRE ()
Details of the associate as at 31st December 2003 are as RIEE=F+ZA=+—HBERRZF
follows: BT
Percentage of equity
Place of incorporation Issued and fully interest attributable
Name of company and operations paid capital to the Group Principal activity
EMALR ERTR KEBEEE
ARER EENY BRRA RERAL TEER
Directly  Indirectly
HE 5E3
Guangdong Huasheng Cultural mainland China Rmb5,000,000 = 24% Inactive
Development Company Limited FEAE  ARMHS5,0000007T ERXK
BREAHEUERERLA
21 INVESTMENT IN A JOINTLY CONTROLLED ENTITY 21 R—EHEE4IER RS

Consolidated

)
2003 2002
—EE=HF —EECF
HK$’000 HK$’000
F#& T FET
Share of net assets of an unlisted FEAGUEE R —EIFE LT
jointly controlled entity at acquisition EEGIEE s FEE 21,000 21,000
Share of undistributed JEMRU R R DAL A
post-acquisition results 112,024 55,412
133,024 76,412
Goodwill less accumulated amortisation [GEIERE: &= 8,100 9,000

141,124 85,412
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Investment in a jointly controlled entity represents an
investment in a contractual joint venture, Guangzhou
Zhujiang Qiaodao Real Estate Limited (“GZQREL”). GZQREL
is established in mainland China with an operating period
of 20 years up to January 2018 to develop properties located
in Guangzhou, Guangdong Province, mainland China. Under
the joint venture agreement, the Group is required to
contribute 57.14% of the capital of GZQREL and is entitled
to one-third of the voting power in GZQREL. It is entitled to
share 40% of the profit of GZQREL but has to assume
57.14% of any losses of GZQREL, and is entitled to a
distribution of 40% of GZQRELs assets upon expiry of the
operating period.

Certain subsidiaries of the Group entered into a jointly
controlled assets arrangement with Guangzhou Zhuguang
Real Estate Development Company Limited, an independent
third party, under which each of the Group and Guangzhou
Zhuguang Real Estate Development Company Limited
contributed land and other assets for the development of
properties located in Guangzhou, Guangdong Province,
mainland China. During the year ended 31st December
2003, the Group’s participating interest in these jointly
controlled assets was 95.5% (2002: 95.5%).

R—EHEIEFIER 2 IRE HIEREERE
MERNLEBEEAR AR ([EE)) <K&
(BER—EEHNEELRH) - BERHER
BERY - SR — \F— AL - &5
20%F + H&E BB AR BN BIAREE
RAEBM 2 - BEEECERZ A%
EEEHEGE257.14%E N TR R EH#
REBE=0—18FH - NEBEESL
B 240%mA - MEEEREBHEE 2
57.14% - AR BN L EEmRES
EEBA0% 2 B EE °

REBBETHEB AR E—Z B E=FHEM
Kt B EREER AR — BRI
BERY Bt - AEBREMNKEHE
FEARARSHEABMNPBEAERERE
BNz Rt L R EMEE - REZE=
TE=F+-_A=1+—RHIFERN  ~&H
BEAEZSEHARESEEI. 5% (ZTT =
F : 95.5%) 2 RERELS o
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22 INVESTMENT IN JOINTLY CONTROLLED ASSETS 22 RERFEZEFHEEZ2RE (B)
(continued)

Details of the aggregate amount of the assets and liabilities PRANE B R HERIE S B E L 2 A MR AR
recognised in the consolidated accounts in respect of the EREMRAEERAB LB SEFBN
Group’s interest in jointly controlled assets arrangement were N

as follows:

Consolidated

=E
2003 2002
—BE=F —ETC

HK$’000 HK$’000

FET FHET

Assets BE 1,239,598 700,289

Liabilities = 834,638 402,267

23 GOODWILL 23 mE
Consolidated
=E

2003 2002

—BE=F —ETF

HK$’000 HK$’000

FET FHET

Beginning of year F4 6,108 6,587

Addition Fig = 1,946

Amortisation #in (2,036) (2,425)

End of year R 4,072 6,108
Representing — HER—

Cost BXANME 10,180 10,180

Less: Accumulated amortisation B RET (6,108) (4,072)

Net book value BREFEE 4,072 6,108
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Notes to the Accounts iR B K&
23 GOODWILL (continued) 23 HE(®
Goodwill, arisen from investment in jointly controlled assets, RERIEHEECIREMEE 2B TEAR
represents the excess of contributions made by the Group SEF N BRI ARREERAE BN 2 TR
for a property development project located in Guangzhou, IHB A& A Z BEBE NS BRI B
Guangdong Province, mainland China over the Group’s RIAR 2 bRz 3B H (RHF22) -
percentage interest in this property development project (see
Note 22).
24 PROPERTIES UNDER DEVELOPMENT FOR SALE 24 THHEZHBERYE
Consolidated
&E
2003 2002
ZBE=F —ETF
HK$’000 HK$’000
FiEx FET
At cost R 4,122,404 2,924,973
Add: Attributable profits I EEMEEERET
on pre-sold properties 478,078 152,106
4,600,502 3,077,079
Less: Sale instalments and deposits B B EES
received/receivable N RiEe (1,183,280) (386,413)
3,417,222 2,690,666
Costs consisted of — RAERIE—
Land cost LA A 1,959,620 1,880,963
Construction expenditures REERFY 2,027,402 1,008,840
Borrowing costs capitalised (Note (i) B EARNEERA () 135,402 35,170
4,122,424 2,924,973
Note: Mz -
(i)  The average interest rate of borrowing costs capitalised for the year i) BE-TT=Ft+-A=t+—BILFERTEL
ended 31st December 2003 was approximately 5.6% per annum (2002: HIEER A Y TR L G ES.6% (CEE—4F
6.0% per annum). FFEB.0%) ©




All properties under development for sale are located in
mainland China. As at 31st December 2003, properties
under development for sale of approximately
HK$3,417,222,000 (2002: HK$2,610,624,000) were
located on land held under land use rights expiring from
2067 through 2072, whilst none (2002: HK$80,042,000)
was related to projects located on land for which the Group
was in the process of applying for formal land use rights.

As at 31st December 2003, approximately HK$541,760,000
(2002: HK$237,026,000) of the properties under
development for sale were pledged as collateral for the
Group’s banking facilities (see Note 43(d)).

All completed properties for sale are located in mainland
China and are located on land held under land use rights
expiring from 2067 through 2072.

As at 31st December 2003, approximately HK$216,309,000
(2002: HK$203,299,000), none (2002: HK$66,390,000) and
none (2002: HK$4,909,000) of the completed properties
for sale were pledged as collateral for the Group’s banking
facilities (see Note 43(g)), bank loans borrowed by a related
company (see Note 3(d)) and bank loans borrowed by a
jointly controlled entity (see Note 3(d)), respectively.

S

2RAHEEZFERPWEAMRFREKR
pE - RZTET=F+=-A=+—H "
#493,417,222,0008 L (=T =4F :
2,610,624,000/7T) AT & 2 R A%
MAREBER SN tF 2Tt - FHME
W2 T AERE 2 T koo i
—TT 4 1 80,042,000/ 7T) B ELL R
AEEEERBIEX I ERE 2 T E o

REZZE=F+-_A=+—H  oJfHHE>
TR P EL541,760,0008 T (T =
£ : 237,026,000/ 7T) B EIFIEARE B R
TEEz2EH R (RHEE43() °

2B E 2 B ERYES N BIARE
MARRBER - tFE T —FHH
B TIE ARz L k-

RZZEZ=F+=_A=+—80 " &
216,309,000 0 (==& =
203,299,000 7T) ~ Wi (ZTZT=
66,390,000/ 7L) R & (Z 2T =
4,909,000/87T) < AIEIEE 2 BER %D
DRAEBEAREEBRITEE (R
43(e)  —FBBER R ZRITER (RHF
3(d)) kR —FEERZEHIE 2 RITE R (R
FE3(d) 2 HEI R o

ﬁmm
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26 ACCOUNTS RECEIVABLE 26 FEWIRR
Consideration in respect of properties sold is generally BHEMELRE—MRERELEEHHA
payable by the purchasers within six months subsequent EARNBEAXZ - HEMHEHEE RMEE
to the execution of the sale and purchase agreements. BE—RERBFZAEN -

Rentals in respect of leased properties and property
management fees are generally payable in advance by the
tenants on monthly basis.

Aging analysis of accounts receivable was as follows: FEBEBR R BRER DA T -

Consolidated

&E
2003 2002
—EE2=F —ET_F
HK$’000 HK$’'000
FiEx FAT
0 to 3 months 0&3EA 304,229 117,242
3 to 6 months 3%61EA 1,424 904
6 to 9 months 6Z29fE A 445 38
9 to 12 months 9ZE 1218 A 126 152
Over 12 months BiEE12EA 2,980 2,709

309,204 121,045
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27 PREPAYMENTS, DEPOSITS AND OTHER CURRENT 27 ERFRE - REREMRBEE
ASSETS
Consolidated Company
) AT
2003 2002 2003 2002

—EE-f —TT-F ZBBE=F —TT-F
HK$’000 HK$'000 HK$’000 HK$'000

T FHT T FHT
Prepayment for acquisition of land Wi L it 7 B A

(Note (j) IR (B () 79,555 42,925 - -
Prepaid construction expenditures FERRERY 44,226 48,201 = =
Utility and other deposits DR EMIZS 30,533 11,692 = =
Others Heth 15,247 14,942 422 130
169,561 117,760 422 130

Note: BzE ¢

()  This represents advances made to minority shareholders of the 0 UETVERKES A A TS THEA RS
Company’s subsidiaries for acquisition of land, which will be injected BRE R B2k - BASUSIARE e R

into the subsidiaries upon the issuance of land use right certificates. EBEENE AL B AT -
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Consolidated

= A
=]
2003 2002
—gg=f —TT_4
HK$’000 HK$’000
FiExT TET
Shares listed in Hong Kong, at cost BE LT « R 8,386 8,386
Less: Adjustment to quoted market value B TS RE AR (4,837) (5,559)
3,549 2,827
Unlisted investment, at cost IEETIRE - RAKAR 943 =
4,492 2,827
Quoted market value of listed shares G 2 TS RE 3,549 2,827

As at 31st December 2003, the Group’s bank deposits of
approximately HK$256,448,000 (2002: HK$232,081,000)
were pledged as collateral for the Group’s banking facilities
(see Note 43(f). In addition, the Group’s bank deposits of
approximately HK$53,284,000 (2002: HK$48,953,000)
were charged by certain banks in respect of the processing
of mortgage facilities granted by the banks to buyers of the
Group’s properties.

As at 31st December 2003, cash and bank deposits of
approximately HK$635,576,000 (2002: HK$333,088,000)
were denominated in Chinese Renminbi, which is not a freely
convertible currency in the international market and its

exchange rate is determined by the People’s Bank of China.

R-EBEZ=F+_FA=+—H  KEEY
256,448,000 L (=T _F :
232,081,000/ 7T) $RITIE R EHMBIERSE
BIRITEE (RHIEE43(0) © ttob - ANEMIR
T1EF#153,284,000/8 L (T —4F :
48,953,000 7T) B4 A THRITER - LARE
RITEEEERASEYEERE TIRIEE

NRZTEE=FE+-_A=+—8 "4
635,576,000 L (ZEF_F :
333,088,000/ 7T) & RIRITIFFAAR
BETE - AR IBIBEMIZERLIBCE
¥ HIERBHBEARRITETE °
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30 SHORT-TERM BANK LOANS 30 EHIRITER
Short-term bank loans bear interest at 4.8% to 6.0% per RERITESRIRFENEL 8% EE6.0% (ZF
annum (2002: 4.8% to 6.4% per annum). Refer to Note 43 TF  FRRL8%E6.4%) 518 o HIF
for details of collateral. mZ FFER2 BN 48 -
31 LONG-TERM BANK LOANS 31 RHRITER
Consolidated
&e
2003 2002
—EE=HF ===
HK$’000 HK$’000
FET FH&IT
Amounts repayable AR T BREEE 2 5RI8
— within one year ——FR 291,583 375,527
— within one to two years ——EMFR 1,549,912 340,430
— within two to three years —ME=FNRA 112,312 482,168
1,953,807 1,198,125
Less: Amount due within one year B ORBIBEET
included under current liabilities —F A FIB (291,583) (375,527)
1,662,224 822,598
Long-term bank loans bear interest at approximately 4.0% RHERITETIRENRL4.0% E6.8% (=
t0 6.8% per annum (2002: 5.5% to 6.8% per annum). Refer TE-F  FRER55%E6.8%) =15 o K
to Note 43 for details of collateral. 2 B2 HMIEE4S o
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32 ACCOUNTS PAYABLE 32 EMNERX
Aging analysis of accounts payable was as follows: FERBRRZBRRAITAT -
Consolidated
ze
2003 2002
ZBE=F —TTF
HK$°000 HK$’000
FHExT FHET
0 to 3 months 0Z3MA A 1,373,229 714,541
Approximately HK$526,502,000 (2002: HK$570,039,000) MEREBRNARRETHBAR 2L
of accounts payable was due to subsidiaries of minority HAR R 2 /B A 5 2 BR 5K 40 5526,502,000
shareholders of certain subsidiaries of the Company in B (ZEZ = : 570,089,000/ 7T) (R
respect of property construction fees (see Note 3(b)). MI5E3(D)) °
33 TAXATION PAYABLE 33 FEIBiE
Consolidated
Re
2003 2002
ZBE=F —TTF
HK$°000 HK$’000
FHET FHET
Hong Kong profits tax BANEH 7,487 4,152
Mainland China enterprise income tax R B R B 1 ZE TS AR 102,776 92,996
Mainland China land appreciation tax AR B K B - pb (B R 38,863 48,996
Mainland China business tax PR R E 2 R 39,556 26,159
188,682 172,303
34 DEFERRED TAXATION 34 EEBIE
Deferred taxation are calculated in full on temporary EIERSIE RE > th B ARE 4 2 FTERIBS
diﬁ(larences un'der the Iiabi!ity rT\ethod using the applicable S T -+ B RS R A £ A A
mainland China enterprise income tax rate and land
appreciation tax rate. SR -
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34 DEFERRED TAXATION (continued) 34 EEBIE (&)
Movements were as follows: SEEEET
Consolidated
=a
Different bases
Revaluation of in reporting
investment revenue
properties (Note (i)) Total
REMRER  FRZWARREE ait
HK$'000 HK$'000 HK$'000
TAT TAT TAT
At 1st January 2002 W-EZ-5-F—H
— as previously reported ~ A2k 325,228 346,736 671,964
— adjustment on adoption of SSAP 12 —FR et EBERE 1258,
(see Note 2(c)) et A% (RHE2() 218,956 - 218,956
- as restated — &3 544,184 346,736 890,920
Credited to profit and loss account EERRTE - (35,435) (35,435)
Charged to equity FEEMRG 290,315 - 290,315
At 31t December 2002 RZEZ_E+-A=1—H 834,499 311,301 1,145,800
At 1st January 2003 W-EZ=F-F—H
— as previously reported ~MRI2%K 479,095 311,301 790,396
— adjustment on adoption of SSAP 12 —FR et EBERE 125,
(see Note 2(c)) et A% (RHEE2() 355,404 - 355,404
- as restated —&J 834,499 311,301 1,145,800
Credited to profit and loss account EERRLE - (26,879) (26,879)
Charged to equity FEEMR 8,753 - 8,753
Disposal of investment properties LERENE (25,622) - (25,622)
Others Hfth (50,000 - (50,000)
At 31st December 2003 RZZE=F+-R=1-H 767,630 284,422 1,052,052
Note: B et
() This deferred taxation represented the taxation effect on temporary () EERIEIEE R RS F AR S HE TR 2 I
d|ﬁ§rence ar'lsmg from theT Fjlﬁerent bases in reporting revenue with AR B K B A Y BB o
mainland China tax authorities.
As at 31st December 2003, there was no deferred tax asset RZTZE=F+-A=1+—H ' W\EER
recognised and no offsetting of balances against the IR IEEE R EASIKEEERIEE &
deferred tax liabilities (2002: Nil). (—BE—F : ) o
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2003 2002
—EE=H —TTF
Number Nominal Number Nominal
of shares value of shares value
IR E B HE G EE
’000 HK$’000 '000 HK$'000
TR TiET Tz FHET
Authorised- EE—
Ordinary shares of BiREE0.1ET
HK$0.1 each 2T 2,000,000 200,000 2,000,000 200,000
Issued and fully paid- BEITREE -
Ordinary shares of BiREE0.1ET
HK$0.1 each, 2 ik
beginning and end of year FEH R F 4L 1,002,000 100,200 1,002,000 100,200

Effective from November 2002, the Company has adopted
a new employee share option scheme, under which it may
grant options to employees (including executive Directors
of the Company) to subscribe for shares in the Company,
subject to a maximum of 30% of the nominal value of the
issued share capital of the Company from time to time
excluding for this purpose any shares issued on the exercise
of options. The exercise price will be determined by the
Company’s board of Directors and shall at least be the
highest of (i) the closing price of the Company’s shares on
the date of grant of the options, (i) the average closing price
of the Company’s shares for the five trading days
immediately preceding the date of grant of the options, and
(iii) the nominal value of the Company’s shares of HK$0.1
each. The new employee share option scheme will remain
in force for a period of 10 years up to 2012. As at 31st
December 2003, no employee share options have been
granted under this new share option scheme.

H-TT_F+— Ak ARFCHA—A
#iE BBAERTE - Bt - ARRAAES
(BRARTRNITES) R BEEARER
RAEPRAD - BB NMSEEA QR TR E %
TZRAREE30% @ stk s - NEIEE
METEEREMEIT AN - ITEERH
ARREFEEE A TIRTI=FZ
ReE  (AATRMNERERL AL
Wi (B ¢ (iR EEBRER h B HR A AR
ZARRTRN 2 FHRTHE : Ri)EAR
A EE (BR0.1ETT) - ¥iES B
AERBE T —F 2 tFHEERA
Mo RZTT=F+_A=1+—H &R
BB B LR B A -
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36 EMPLOYEE SHARE OPTIONS (continued) 36. EEBRE (B
As at 31st December 2003, there were outstanding options RZTZE=F+=A=1+—H  BEREEE
granted under an old share option scheme to subscribe for AR REETEI & AT R%E1,000,00008 A~ A
an aggregate of 1,000,000 shares of the Company. Other AIIR(D 2 BEAR I R R AT o IRIRE AR ST
than those lapsed, all options granted under the old share SR 2 2 A AR A R R AT IR IR &
option scheme will continue to be valid and exercisable in FERRREET & 2 AR AT LAFT(E o

accordance with the rules of the old share option scheme.

Movements of employee share options during the year REBEZZTZE=F+-_A=1T—HIFERN
ended 31st December 2003 were: ZEEBREZSHINT
Number of share options
BREHE
Granted  Exercised Lapsed
Exercise Beginning during during during
Date of grant Exercise period price per share  of year the year the year the year  End of year
RitiAH &S SRAEE B ERRE  FRTE FRAN L3S
‘000 ‘000 ‘000 ‘000 ‘000

TR TR TR TR TR

Old share option scheme
ERRES
14th July 1998 14th July 1998 to 13th July 2003 HK$1.49 2,000 - - (2,000) -
—MNELATEA  —ANNELATEAZ 1.49%7T

ZEE-E+AT=A
14th July 1999 14th July 1999 to 13th July 2004 HK$1.00 1,000 - - (1,000) -
—MNELATEA  —AANELATEAZ 1.00%7T

“ZTNELAT=A
30th April 2002 30th April 2002 to 29th April 2007 HKS$1.17 1,000 - - - 1,000
“EE-FNA=tH ZZZ-ENA=tHE 11TAT

ZEREENAZTAR
18th September 2002 18th September 2002 to

ZEZZEAATNR 17th September 2007 HK$1.16 1,000 - - (1,000) -
ZZE-ENATN\AE 11677
ZEREENATEA

5,000 - - (4,000) 1,000
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37 RESERVES 37 f#E

Consolidated

&8
Investment
property Cumulative
Retained Share  revaluation General ~ translation  Proposed
profits ~ premium reserve reserve fund adjustments  dividends Total

ECES -K 2R
REEN RGEE EfEE RREE  ENER  EERR it
HK§000  HKS000  HKSO0D  HKSO000  HKFO00O  HKBOOO  HKS000
ThR TR TR ThRL ThL ThRL TR

At 1st January 2002 RZEZE-F-H
- as previously reported - 2R 718,706 618,849 758,866 30,724 6,499 20040 2,153,684
~adjustment on adoption of SSAP 12 -Rihes BRE
(see Note 2(0) EAPE TS
(BHE20) - ) - - - 1%
- as restated ~J 718,706 618,849 539910 30,724 6,499 20040 1,934,728
Proft attrioutable to shareholders (R 229,082 - - - - - 229082
Transfer from retained profits (Note () ERBR2EN 05 (17380 - - 17,380 - - -
Proposed dividends BEhE
inefim dhidend R 20040 - - - -0 -
final dhicend ~FERE 20040 - - - -0 -
Payment of dividends ARE - - - - - (40080)  (40,00)
Surplus on revaluation of investment properies  EEREMEEL 2 B
- (108 -3 - - 512891 - - - 512801
~ Oeferred taxation —itsE - - (290315) - - - 90315
Translation acfustments EREE - - - - (2,286) - (2.286)
At 31t December 2002 e
+-A=1-H 890,328 618,849 762,486 48,104 4213 20040 2,344,020
At st January 2003 RZEE=£-f-H
—as previously reported ~ingi2
890,328 618,849 1,117,800 48,104 4213 20,040 2,699,424
~adjustment on adoption of SSAP 12 -Rihes BRE
(see Note 2(0) EAP T
(R0 - - (355404 - - - 540
- a8 restated -85 890,328 618,849 762,486 48,104 4213 20040 2,344,020
Proft attrioutable to shareholders el 315,354 - - - - - 31534
Transfer from retained profits (Note () ERBR2EN 05 (3639 - - 36,39 - - -
Proposed dividends BEhE
inefim dhidend R 20040 - - - -0 -
- final dividend ~KEks (30,060) - - - - 30,060 -
Payment of dividends ARE - - - - - (40080)  (40,00)
Reserve transferred to the proft and RIERANEREH
Joss account upon disposal of ERER R
investment properties - - (38,388 - - - (38,388)
Surplus on revaluation of investment properies  EEREMEEL 2 B
-gross -8 - - 2012 - - - 2,072
~ Oeferred taxation —it5E - - (8,759 - - - 8,759
Translation acfustments EREE - - - - 247) - 247)
At 31t December 2003 RZF%=F

tZR=+-A 1,119,187 618849 737617 84,499 3,966 30,060 2,594,178
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37 RESERVES (continued)

Note:

As stipulated by regulations in mainland China, the Company’s
subsidiaries established and operated in mainland China are required
to appropriate a portion of their after-tax profit (after offsetting prior
year losses) to the general reserve fund and enterprise expansion fund,
at rates determined by their respective boards of directors. The general
reserve fund can be utilised to offset prior year losses or be utilised for
the issuance of bonus shares, whilst the enterprise expansion fund
can be utilised for the development of business operations. During the
year ended 31st December 2003, the boards of directors of the
Company’s subsidiaries in mainland China appropriated an aggregate
amount of approximately HK$36,395,000 (2002: HK$17,380,000) to
the general reserve fund and determined not to make any appropriation

to the enterprise expansion fund.

ik B K &

37 f#fE @

R B AREEIRRTAE + AARIRF BARERK L
Rigs 2 WBRRIZARNERF &R F (CEHEEF
EBRE) PRE—DNE—REGESREER
BRES  LEXTHEEESEET - —MRFER
S AEREBAEFEEBAERITAR - @
CEFRESAAAEREES - RHE-ZTZ
=F+ZA=+—HILFE ' ARRZFEARE
M A Al 2 EE & ERFH36,395,0008 7T (ZF
T ¢ 17,380,000/ 7T) ZE —RFEHES RRE
TERABCEERES -

Company
AT
Retained Share Proposed

profits premium dividends Total

RE BT R RE B2ERE At

HK$'000 HK$’'000 HK$'000 HK$'000

TR TR TR TR

At 1st January 2002 R-ZTZE-_F—HF—H 2,728 618,849 20,040 641,617

Profit attributable to shareholders PR ER R 155 ) 43,960 - - 43,960
Proposed dividends EERE

— interim dividend —REAAR B (20,040) = 20,040 -

— final dividend —REARE (20,040) = 20,040 =

Payment of dividends IRHRR S = = (40,080) (40,080)

At 1st January 2003 R-_ZTEZT=F—HF—H 6,608 618,849 20,040 645,497

Profit attributable to shareholders PIRER R 155 ) 93,554 - - 93,554
Proposed dividends HEERE

— interim dividend —REAAR B (20,040) = 20,040 -

— final dividend —REARE (30,060) = 30,060 =

Payment of dividends IRHRR S = = (40,080) (40,080)

At 31st December 2003 R=ZTT=F+=-FA=+—H 50,062 618,849 30,060 698,971
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(a) Reconciliation of profit before taxation to net cash inflow/

(outflow) generated from operations is as follows:

Profit before taxation

Interest income

Interest expense

Share of profit of a jointly controlled entity

Share of loss of an associate

Provision for amount due from an associate

Depreciation of properties and equipment

Loss on disposal of properties and
equipment

Amortisation of goodwill

Amortisation of rights to receive rental
income

Write-off of cost of properties

(Gain)/loss on investment in securities

Operating profit before working capital
changes

Increase in land pending development

Increase in properties under development
for long-term investment

Decrease/(increase) in properties for sale

(Increase)/decrease in accounts receivable

(Increase)/decrease in prepayments,
deposits and other current assets

Increase in accounts payable

(Decrease)/increase in land premium
payable

Increase in deferred income

Increase in accruals and other payables

Increase/(decrease) in mainland
China business tax payable

Net cash inflow/(outflow) generated
from operations

BRE AT Al
MEBA
MEBH
FE{ SRR
FEfh =
MR
MERREHE
HEMERREZ
ER

HEEH

DG S

Gl
&

D) i

Nt
Gl
R IER

W%ﬁ%%ﬁi$
BHERE (had) /B

HEELEHR 2
gl

BRI
BERIEEZ
BRAPYELN

A fHEZ MR,/ (L)

FEUER SR GE ) /R
BRHE - ke REA
TREVEE CEm) /R
BRI N
e L itES
") /4
EREWAIE N
BRERREM
T FRIBIE N
FEfT R B A8,
(B2)

REEE RS
/ML)\/ /MLHZ'l RER

(R i) Bz AHMT -

2003

—EE=F

HK$000

THER

635,942
(7,211)

4,280
(110,922)

1,118

620

8,423

486
2,936

3,308

(722)
538,258
(373,770)
(461,052)
6,720
(188,159)

(42,343)
658,688

(344,313)
128,372

110,216

14,574

47,191

(@) BRBIARFEERCEELEZRERA

2002
ZEE-F
HK$'000
FEx

510,864
(2,632)
12,644
(91,586)
3,033
6,000
5,820

74
2,425

1,103

5,355
1,406

454,505
(227,757)
(810,601)

(1,566,026)

166,122

39,024
566,697

122,258
207,646

41,389

(6,144)

(1,022,887)
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38 NOTES TO THE CONSOLIDATED CASH FLOW 38 MEREREBRMET (@)

STATEMENT (continued)

(b) Acquisition of subsidiaries

(b) WEBMIEAR

2003
—EE=HF
HK$’000
FEx
Net assets acquired WEEFEE
Fixed assets BEEEE 237
Land pending development FERRETH 158,946
Prepayments, deposits and TERNFHIE - EHE Rk
other current assets HAbRBEE 9,458
Cash and other bank deposits Be REAMIRITER 23,756
Accruals and other payables TEIR B R EMERIA (9,180)
Minority interests DER R (48,511)
134,706
Satisfied by: SN
Cash consideration HERE 134,706

Analysis of net outflow of cash and cash equivalents in

SUMEHRBAR RS RS FEMRLF

respect of the acquisition of subsidiaries: B2
2003
—EE=HF
HK$’000
FET
Cash consideration HERE 134,706
Less: Cash and other bank B WERE R
deposits acquired EAMRITHER (28,756)
Net outflow of cash and cash equivalents FLUIEFHT B AT 2 S K&
in respect of acquisition of subsidiaries ReFEYRLFE 110,950
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38 NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (continued)

38 FERTREBRMET (@)

(c) Analysis of changes in financing is as follows:

(c) FRAFEZRESBOFUWT :

(d

Dueto Dueto
Dueto ajointly ultimate
Short-term ~ Long-term Dueto related  Duetoan  controlled holding Minority
bankloans  bankloans directors  companies  associate entity ~ company interests
Bt Ef-f et
it k& Eff  ENBE  -EBE  LEEN  BAER L |
#AE%  HAER  EERE ONWRE N9RE EEBRE 09RE RRER
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
T T T T T T T T
As at 1st January 2002 e 751,483 646915 1,062 76,209 7801 87,189 20,000 179810
-B-4
New loans/advances FEER/BR 1108683 71547 1260 254349 - 314463 - -
Repayments by (51489 (1840) Wy e (188089 - -
Capital contrbutions fomminorty ~ HEAFDERE
shareholders of subsiciaries EXER - - - - - - - 65,945
Share of proft by minority HEAA SR
shareholders of subsiciaries Eih 28R = - - - - - - 51,974
As at 31st December 2002 e 1108638 1,198,125 14,188 303314 1,109 212,567 20,000 297,726
+-A=t-H
New oans/acvences TERR/BR 1002510 1265367 13128 80469 117 88190 12000 -
Repayments e (108633 (0967 (534 (R - - -
Capital contrbutions fomminorty ~ HEAFDERE
shareholders of subsiciaries EXER - - - - - - = U714
Share of profit and reserves by
minorty shareholders HEAA SR
of subsidiares Blh ERIRGE - - - - - - - 90,697
Acaistion of subsidiaries WENB LA - - - - - - - 48511
Dividend paid to minorty EHTHEAAL
shareholders of subsidiaries YURERE - - - - - - - (6,163
Others () - - - - - - - 50,000
As at 315t December 2003 e
TZAZT-8 1002510 1953807 11,922 215,182 2,226 185,347 32,000 523,485

Cash and cash equivalents:

Cash and cash equivalents represent cash and other

bank deposits.

(d) RERAEEEY:

R RS SENOEAS MRS




The Group operates predominantly in mainland China and
in three business segments — property development,

property investment and property management.

Analysis of the Group’s results by business segment was

as follows:

Turnover
External
Inter-segment

Total turnover
Profit attributable to shareholders
Segment results

Other revenue

Profit from operations

Share of profit of a jointly controlled entity

Share of loss of an associate
Finance costs

Profit before taxation
Taxation

Profit after taxation
Minority interests

Profit attributable to shareholders

Assets

Segment assets

Investment in an associate
Investment in a jointly controlled entity

Liabilities
Segment liabiltties
Capital expenditure

Depreciation
Amortisation

£
R
ST

B3R

BRI
NERE
AN

FrATEA
HE

B
HEBR

RREER

&E

AR

W BEANRE
—FHREHER RE

= my
2E
S
S

BXRx
i
i

Property

development

NERR
HK§'000
TRn

3,238,906

3,238,906

486,842

110,922
(1,118)

6,097,968
710
141,124

5,938,430

15,006
7,588
2,936

SR TR

AEBTERPEAERLE = EXEBORE

&R
REBEREB D
2003
ZBECE
Property Property
investment ~ management
nERE NEER
HK$'000 HK$'000
Fi7 TR
35,487 51,529
- 4,196
35,487 55,725
31,318 5,047
4,074,109 30459
1,102,539 85,598
558,190 1,166
- 835
3,308 -

MEBZENYFRERE -

HEIDWEEDITAT ¢
Eliminations Total
G ait
HK$:000 HK$'000
TEn TEn
- 3,325,922
(4,196) -

(4,196) 3,325,922

523,207
7,211

530418
110922
(1,118)
(4,280)

635,942
(252,000)

383,942
(68,588 )

315,354
10,202,536
710
141,124

10,344,430

7,126,567

574,362
8,423
6,244
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39 SEGMENT INFORMATION (continued) 39 ZEER (H)
2002
“FEC
Property Property Property
development investment management Eliminations Total
NEE MERE hxER st &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thr T T T T
Tumover X0
Fxternal A 2073847 18,414 34,528 - 2,126,789
Inter-segment KA R - - 2250 2.250) -
Total tumover bexE 2,073,847 18414 3,778 (2.250) 2,126,789
Profit attributable to shareholders REELER
Segment resuts pLEL 414541 16,573 1,200 432323
Other revenue HtA 2632
Profit from operations BEEH 434955
Share of profit of a jointly controled entty  ES—FIERIEHIEEET) 91,586 = = 91,586
Share of loss of associates EERENFEE - (3,083) - (3,033)
Finance costs SBAA (12,644)
Proftt before taxation eyl 510864
Taxation i (229811)
Profi after taxation Citaeyl 281,083
Minorty iterests PERRER (51,971)
Profit atirioutable to shareholders R R 229,082
Assets BE
Segment assets NHEE 4,855,436 3772,149 33246 8,660,831
Investment in associates RBEATZRE 9 - - 779
Investment i a jointly controlled entity R—ELREHEE R E 85412 - - 85412
8,747,022

Liabilities 8
Segment liabilties AHakE 4,200,864 1,385,710 63,098 5,649,672
Capital expenditure BREx 13816 881,045 1471 897,232
Depreciation i 3 5328 - 492 5820
Amortisation i 242 1,103 - 3528
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39

40

SEGMENT INFORMATION (continued)

No segment information by location of assets is presented
as substantially all of the Group’s assets are located in
mainland China. No analysis of turnover by location of
customers is presented as all of the Group’s customers are
primarily located in mainland China.

COMMITMENTS

(a) Capital commitments

ik B K &

39 S HFER (&)

ENAEEREEEDUNPEARE - 8
BREEMEMET D H

BF - THRAREZAAERPEEMRT
BIARE - S BIRE P P S R T
DT

40 &I

(a) BEARERE

AEBARNKE ABE 2 EARALEN

which have not been provided in the accounts: N

The Group had the following capital commitments,

Consolidated Company
ey AT
2003 2002 2003 2002
“BE=F —ET-F “BE=F —ET-F
HK$°000 HK$'000 HK$000 HK$'000
TR FET TiEx FET
Property development costs MEBRAAR
- Authorised and contracted for —BERERERH 2,173,441 3,878,974 = =
- Authorised but not contracted for ~ —E2REERFI4 17,953,960 8,787,350 = =
Capital contribution to a jointly £ R
controlled entity ZERERE
- Authorised and contracted for —BERERERH 257,857 257 857 = =
20,385,258 12,924,181 - -
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40 COMMITMENTS (continued) 40 EIE (4E)
(a) Capital commitments (continued) (a) EAREE (E
The Group’s share of capital commitments of the jointly W AR BIETE X2 AN G B G R
controlled entity not included in the above is as follows: B CEARERENT
Consolidated Company
ey AT
2003 2002 2003 2002
b3 g3 —TTC b3 g3 —ZTTC
HK$000 HK$'000 HK$°000 HK$'000
TET TET TET TET
Property development costs MEERKA
— Authorised and contracted for —BRERERH 274,682 173,213 = =
— Authorised but not contracted for ~ — B IFHEE R4 784,575 938,909 = =

1,059,257 1.112,122 = =

(b) Operating lease commitments (b) REBLQEE
The Group has operating lease commitments in respect REBHSHBERE_ZENF=-_AHF
of premises under various non-cancellable operating RAMEEYE TR EROREER
lease agreements extending to February 2008 of B RS TR EIER) /312,468,000
approximately HK$12,468,000 (2002: HK$11,910,000). (=BT : 11,910,00087T) ° It
The commitments payable under these agreements are Zied NAN ZERESTAT

analysed as follows:

2003 2002
—EE2=F S S
HK$’000 HK$'000
FExT FAT
Amounts payable THNEBRZELS 2 5K 58
— within one year ——FR 4,577 3,582
— within two to five years ——ZFFR 7,891 8,328

12,468 11,910
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41 CONTINGENT LIABILITIES 41 FIAREE

Contingent liabilities not provided for in the accounts are: WRAER B PIEEBERNABENT -

Consolidated Company
&e AF

2003 2002 2003 2002

ZBE=F —ZTF ZBE=F “ZTCF

HK$'000 HK$'000 HK$'000 HK$'000

Tix T Tix T

Guarantees given to banks for mortgage PEEASEME
facilities granted to certain buyers of the L ERR LS

Group’s properties ERmmRATEL
LR 1,861,354 1,322,859 - -
Guarantees given to banks for bank RRTER BT
oans of: fEL AR :
- an associate (see Note 3(e)) VA
(RH7E3(e) - 9,186 - -
- ajointly controlled entity (see Note 3(e)) -—RAREHER
(RH7E3(e) 94,340 84,906 - -
- related companies (see Note 3(g)) —EAR
(RH7E3(e)) 85,849 106,604 - -
- subsidiaries —MBAR - = 693,527 235,849
2,041,543 iIf5281555 693,527 235,849
The Company'’s Directors and the Group’s management ARREERAKEEEERHE SR L
anticipate that no material liabilities will arise from the above RITERMELEERARE -

bank guarantees.
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The Group has arranged for its Hong Kong employees to
join the Mandatory Provident Fund Scheme (“the MPF
Scheme”), a defined contribution scheme managed by an
independent trustee. Under the MPF scheme, each of the
Group (the employer) and its employees make monthly
contributions to the scheme at 5% of the employees’
earnings as defined under the Mandatory Provident Fund
legislation. The monthly contributions of each of the
employer and employees are subject to a cap of HK$1,000
and thereafter contributions are voluntary.

As stipulated by rules and regulations in mainland China,
the Group contributes to state-sponsored retirement plans
for its employees in mainland China. The Group’s employees
make monthly contributions to the plans at approximately
8% of the relevant income (comprising salaries, allowances
and bonus), while the Group contributes approximately 20%
of such income and has no further obligations for the actual
payment of pensions beyond the contributions. The state-
sponsored retirement plans are responsible for the entire
pension obligations payable to the retired employees.

During the year ended 31st December 2003, the aggregate
amount of the employer contributions made by the Group
amounted to approximately HK$9,391,000 (2002:
HK$6,540,000) (see Note 7).

As at 31st December 2003, the Group had banking facilities
of approximately HK$3,046,317,000 (2002:
HK$2,306,758,000) for short-term and long-term bank
loans, which were fully utilised. These facilities were secured
by:

(@) the Group’s investment properties with an aggregate
carrying amount of approximately HK$914,552,000
(2002: HK$1,100,899,000) (see Note 15);

REEEREBERELH2HE—TEH—(I
BN EEABE 2 ERERGETE - BeasiE
PNESRFE (8T8l - BIFRESE
g AEE(EX) kEEE T BAERAEHIM
REREPIMATESBRZEBRAZE%
MZETEWER A - BERIEBFIIEZE
ﬂf, R & A1,0008 7T © 1% 51,000
BBz HRAIBERETE -

EIRPBEARE OERRE - ARESERT
BIARE 2 BB IEE—(ERBERKER < RINE
2 - AEEEBR B AREBREA (B5EF
& RBERAEAD) KI8%HIFTEIELHT - R
EEANRZZFRAL20%IEHHER - BriE
LEERRIN - AR E W EEH BRSNS

KA - BRE RGBSR
BEZEZHERE

HE-_ZTZT=F+_A=+—HIEFE K
SEEH 2B EHRAA9,391,000/E 7T (=
TE 4 : 6,540,000/87T) (RHIEE7) ©

REZZEE=F+=_A=+—80 ' ~EEZIR
TREREBRITERRRARITER - &
SR 53,046,317,000/8 0 (ZTZ —F :
2,306,758,0007T) * NEEEBAMAR
ITRLVE o LERE R FHISIBIER

(a) NEBIREAEAI14,552,000/8 7T
(ZZEZE =% : 1,100,899,000/7T) 2
"EYE (RHFE15)



(b) the Group’s properties under development for long-term
investment of approximately HK$391,912,000 (2002:
HK$70,112,000) (see Note 17);

(c) the Group’s land pending development of approximately
HK$83,678,000 (2002: HK$82,995,000) (see Note 18);

(d) the Group’s properties under development for sale of
approximately HK$541,760,000 (2002:
HK$237,026,000) (see Note 24);

(e) the Group’s completed properties for sale of
approximately HK$216,309,000 (2002:
HK$203,299,000) (see Note 25); and

() the Group’s bank deposits of approximately
HK$256,448,000 (2002: HK$232,081,000) (see Note
29).

In addition, the Group is required to comply with certain
financial covenants under certain bank borrowings.

In March 2004, the Group purchased from two individuals
(“the sellers”) an effective interest of 70% in Dynawell
Investment Limited, which owns a plot of land for
development in Guangzhou, Guangdong Province, mainland
China, for a consideration of HK$5,000. In addition, the
Group has agreed to be responsible for all the costs for the
development of the entire property project and to distribute
to the sellers a 30% interest of the total saleable area of the
properties developed upon completion.

The Directors consider Sounda Properties Limited, a
company incorporated in the British Virgin Islands, to be its
ultimate holding company.

The accounts were approved by the board of directors on
21st April 2004.
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