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NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this Report on Form 6-K may be vicwed as “forward-looking
statemnents” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E
of the Securities Exchange Act of 1934, as amended. Such forward-looking statements involve known and
unknown risks, uncertainties and other factors, which may cause the actual performance, financial
condition or results of operations of MTR Corporation Limited (the “Company”™) to be materially different
from any firture performance, financial condition or results of operations implied by such forward-looking

statements.

With respect to the Company’s railway operations, such factors include, among others, the

following:

general political, social and economic conditions in Hong Kong and clsewhere in Asia;
accidents and natural disasters; _

the terms on which the Company finances its working capital and capital expenditure
requirements;

the implementation of new projects and the timely and effective development of the railway and
any disruptions to that implementation and development; '

changes in the fares for the Company’s services;

competition from alternative modes of trangportation, in particular franchised buses and public
light buses;

the Company’s relationship with the Government of the Hong Kong Special Administrative
Region (the “Government™);

the Government’s policies relating to transportation and land use planning in Hong Kong,
which may change as a result of the Government’s population and employment growth
projections (which themselves are subject to change); and ~

other factors beyond the Company’s control.

With respect to the Company's property operations, such factors include, among others, the

following:

general political, social and cconomic conditions in Hong Kong and elsewhere in Asia;

the level of interest rates prevailing in Hong Kong;

the Company’s ability to complete property developments on time and within budget;

the terms on which the Company finances its working capital and capital expenditure
requirements;

supply and demand in property markets in Hong Kong and mainland China;

competition from other property developments;

the Government policies relating to property ownership and development, which may change as
a result of the Government’s population and employment growth projections (which themselves
are subject to change); and

other factors beyond the Company’s control.
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SIGNATURES

Pursuant to the requirements of the Seeurities Exchange Act of 1934, the registrant hag duly
causcd this report to be signed on its behalf by the undersigned, thereunto duly authorized.

MTR Corporation Limited
(Registrant)

Date: April 4, 2002 Q/kaa/&z\/v\_ﬁqb/
By:_
Name: Lila Fong
Title: Legal Manager (Secretarial)
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2 MTR CORPORATION LIMITED

Milestones 2001

= A new shareholders’ agreement
was signed for Creative Star Limited
(now Cctopus Cards Limited),
removing its non-profit making
restriction, MTR continued as
majerity shareholder.

= The Company was selected as
operations and maintenance
consultantfor the metro systems in
Bangkok and Kaoshiung, signifying
continued growth in our external
consultancy business.

= MTR was one of only three
companies presented with.

“The General Secretariat Award for
Innovation in Public Transport” by the
Internaticnal Association of Public
Transport (UITP) World Congress -
the only Asian award winner.

» Installation of platform screen
doors commenced at Choi Hung
Station, as part of a programme to
retrofit all underground stations

by 2006.

« Weekday evening peak service
was enhanced for all three Urban Lines,
providing increased capacity, greater
convenience and a more comfortable
travelling environment for passengers.

= A ceremony was held at Tseung
Kwan O Depot to mark the completion
of all civil engineering works for the
Tseung Kwan O Extension, on schedule
for public opening in August 2002.

= On 1 June, MTR became one of the
constituent stocks in the Hang Seng
{index.and the MSCI Provisional

index Series.

>

=

o —

september

» MTR submitted a competitive
project proposal to Government to
build, operate and finance the Shatin

to Central Link. The Company also
tendered for the construction and
operation of a cable car linking Tung
Chung with Ngong Ping, the site of the
Po Lin Monastery and the Big Buddha
statue, and submitted a proposal on the
Island Line Extensions, comprising the
North Isfand Link and the West istand
Line, which are natural extensions of the
MTR system.

october

= The tender for the Choi Hung
Park and Ride Developmentwas
awarded to Chun Wo Holdings Limited.
The development will provide an
improved environment for transport
interchange while meeting demand
for quality residential and commercial
property in the area.

november

e

ARTAT RORDR
23

= MTR commenced operation
and maintenanceof the Automated
People Mover at the Hong Kong
International Airport.

» North Point Interchange
opened, reducing interchange time
between the Kwun Tong Line and
isiand Line to just one minute via a
new platform screen door-fitted,
air-conditioned interchange.

december

e
By

Cpming Carmmony of thm MTR

= The Train Modernisation
Programme was completed

three months ahead of the original
schedule. The modernised trains
feature improved lighting, ventilation,
handles and poles, wheelchairand
baggage space, maps and InfoPanels.

= The estimated project outturn
cost of the Tseung Kwan O Extension
was further revised down to HKS 18
bilfion, a reduction of more than 40%
compared to the original estimate. New
rolling stock for the Tseung Kwan O
Extension - MTR first Asian-built

trains ~ arrived from Korea for testing
and commissioning.

» The Company raised HKS6 billion
through two club loan facilities on very
attractive terms, completing a financing
programme during 2001 totalling HK516
billion obtained at historically low
interest rates.

» The Ride 10 Get One Free
programme - a six-month fare
concession bonus scheme was launched
for all Octopus cardholders - to help
MTR passengers face difficult economic
conditions, and to stimulate ridership.

= Paradise Mallpreviously the

Heng Fa Chuen Shopping Centre, ~
opened after some HKS80 million spent
renovating the shopping centre,

bringing the concept of shoppertainment
to new heights.

- = MTR was voted “Number
One in Hong Kong” in Review 200,
a poll of Asia’s leading companies
conducted by the Far Eastern Economic
Review in 2001.

s The Company invited tenders
for Area 55b, the first property
development tender along the new
Tseung Kwan O Extension.
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Key figures

% increase/

Financial highlights in HKS million 2001 2000 (Decrease)
Revenue

Fare 5728 57315 0.2

Non-fare 1.864 1,862 o1
Operating profit from railway and related operations before depreciation 4,059 3914 37
Profit on property developments 3,248 3,376 (3.8)
Operating profit before depreciation 7,307 7,290 0.2
Profit attributable to shareholders 4,284 4,065 53
Total assets ' ©8,128 92,565 6.0
Loans, obligations under finance feases and bank overdrafts 31,385 27,203 154
Shareholders' funds 54,049 50,355 73
Financial ratios in %
Operating profit from railway and related operations before depreciation

as a percentage of turnaver 535 51.7 35
Debt/equity ratio 58.1 - 540 76
Return on average shareholders’ funds 82 8.5 {(3.5)
Interest cover in times 38 38 -
Share information
Earnings per share in HKS 0.85 0.81 49
Dividend per share in HKS . 042 0.10* N/A
Share price at 31 December in HKS 10.20 13.65 (25.3)
Market capitalisation at 31 December in HKS miffion 51,563 68,250 (24.4)
Operations highlights
Totat passenéer boardings in millions

MTR Lines 758 767 (1.2)

Airport Express Line 9.0 103 (12.8)
Average number of passengers in thousands

MTR Lines weekday 2,231 2,240 0.4)

Airport Express Line daily 25 28 (10.7)
Fare revenue per passenger jn HKS

MTR Lines 6.81 6.73 1.2

Airport Express Line 62.5 531 17.7
Proportion of franchised public transport boardings in %

All movements 235 24 (2.5)

Cross-harbour ) 574 579 0.9)
Proportion of transport boardings travelling to/from the airport in % )

Airport Express Line ' 27 28 (3.6)
* Represented dividends for approximately three months during which the Company’s shares were listed in 2000.
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58 MTR CORPORATION LIMITED

Key corporate management

s Operations
Philip Gaffney

QOperations Director

Martin Brown
Head of Operations

Adi Lau Tin-shing
Infrastructure Manager

Tony Yeung Sau-on
Operations Manager (TKL)

Eric Hui Yip-hung
Operations Manager (LAR)

Franco Fabbian
Operations Engineering Services
Manager

Jonathan Dring
Consultancy Services Manager

Leung Kwok-yiu
Planning & Development Manoger

Jacob Kam Chak-pui
Safety & Quality Manager

Eddie So Chung-tat
Transport Planning Manager

Marris Cheung Siu-wa
Rolling Stock Manager

= Project
Russell Black
Project Director

Henry Lam Hing-cheung
Project Manager (TKE/QBR)

Sam McBride
Chief Architect

Geoff Daniel
Chief Electrical & Mechanical
Engineer (Project)

Andrew McCusker
Projects Manager (Operations)

Paul Lo Po-hing
Project Manager (E&M)

Jeffrey Hooley
Project Manager (Rolling Stock &
Signalling)

Malcolm Gibson
Chief Design Manager

Roger Bayliss
Project Manager (Section 1)

Roger Bettiss
Project Manager (Section 2)

David Sorton
Project Manager {Section 3)

Roderic Heckin
Project Manager (LAR 2)

Henry Young
Project Planning & Programming
Manager

Ringo Lo Tze-shut
Corporate Efficiency Manager

Glenn Frommer

Environmental Manager

Barry Hill
Project Development Manager (NIL)

Property
Thomas Ho Hang-kwong
Praperty Director

Victor Chan Hin-fu
Property Development Manager

Terence Chan Pak-hang
Property Project Manager

Christopher McCarthy
Town Planning Advisor

Mingo Kwan Sze-ming
Chief Estate Manager

Finance
Clement Kwok King-man
Finance Director

Lincoln Leong Kwok-kuen
finance Director (we.f. 1 Feb 02)

Jimmy Lau Chiu-chung
Head of Financial Control & Treasury

Daniel Lai Sik-cheung
Head of Information Technology

Sunny Lui Siu-sun

Assistant financial Controller

Edwin Kwan Pit-ming
Assistant Financial Controller

Keith Yuen Sze-fun
Deputy Treasurer

Denise Ng Kee Wing-man
Corporate Finance Manager

Leung Chi-choi
Stores Manager

lan J Browning
Contracts Manager (Europe)

» Legal & Procurement
Leonard Turk
Legal Director & Secretary

David Avery
Head of Procurement & Contracts

Teresa Cheung Chi-ying
Legal Manager General

Stephen Marshatl
Legal Manager (Secretarial)

Martin Dunn
Procurement & Contracts Manager
(Operations)

lan Wilson
Project Contracts Manager (TKE)

Pau! Thomson

Senior Legal Advisor (Property)

® Human Resources &
Administration
William Chan Fu-keung
Human Resources Director

Vincent Luk Kin-ping
Human Resources Manager

Francis Mok Gar-lon
Management Training &
Development Manager

Steven Cho Yan-ming
Training Manager (Operations)

Lok Ka-sui
Administration & Security Manager

Marketing
Jeny Yeung Mei-chun
Marketing Manager

a Corporate Relations
Miranda Leung Chan Che-ming
Corporate Relations Manager

Internal Audit

Eric Tang Kooh-hung

Head of Internal Audit & Business
Processes

® Qctopus Cards Limited
Eric Tai Yung-muk
Chief Executive Officer
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The members of the Board have pleasure in submitting
their Report and the audited statement of Accounts for

the financial year ended 31 December 2001,

Principal Activities of the Group
The principal activities of the Company and its

subsidiaries are:

A the operation of a mass transit raifway system with
lines from Central to Tsuen Wan (Tsuen Wan Line), from
Yau Ma Tei to North Paint (Kwun Tong Line), from Chai
Wan to Sheung Wan (Island Line), from Hong Kong to
Tung Chung (Tung Chung Line) and from Hong Kong to
the Hong Kong international Airport at Chek Lap Kok
(Airport Express Line);

B property development at locations relating to the

railway system including the Tseung Kwan O Extension;

C related commercial activities, including the letting of
advertising space and marketing of commercial franchises
on the raifway system, property management and leasing

management of investment properties;

D the design, construction, financing and operation of

the Tseung Kwan O Extension;

E the planning and construction of future extensions to

the railway system; and

F the operation of a smart card system by Octopus Cards
Limited (formerly Creative Star Limited), a subsidiary of the
Company, for the collection of payments for both

transport and non-transport applications.

Dividend

The Directors have recommended a final dividend of
HK$0.28 per Ordinary Share to be payable to shareholders
whose names appear on the Register of Members of the
Company on 8 April 2002. Subject to the passing of the
necessary resolution at the forthcoming Annuat General
Meeting, such dividend will be payable on 14 June 2002,
in cash in Hong Kong dollars, with a scrip dividend

alternative.

Members of the Board

Members of the Board who served during the year were
Jack 50 Chak-kwong (Chairman and Chief Executive),
Cheung Yau-kai, Raymond Ch'ien Kuo-fung, David Gordon
Eldon, David Wylie Gairns, Edward Ho Sing-tin, Lo Chung-
hing, the Commissioner for Transport (Robert Charles Law

Foatman), the Secretary for Transport {Nicholas Ng Wing-
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fui) and Denise Yue Chung-yee. Jack So Chak-kwong and
Denise Yue Chung-yee retired by rotation at the Annual
General Meeting on 17 May 2001 and were re-elected as

members of the Board.

Raymond Ch'ien Kuo-fung and Lo Chung-hing will retire
by rotation at the forthcoming Annual General Meeting
(in accordance with the Company's Articles of Association)

and offer themselves for re-election.

Brief biographical details for Board Members are set out on

page 56.

Alternate Directors

The Alternate Directors in office during the year were
Martin Mckenzie Glass (for Denise Yue Chung-yee),
Dorothy Chan (for Commissioner for Transport) and
the Deputy Secretaries for Transport (for Secretary

for Transport).

Executive Directorate

The members of the Executive Directorate who served
during the year were Jack So Chak-kwong (Chairman and
Chief Executive), a member of the Board of Directors, and
Russell John Black, William Chan Fu-keung, Philip Gaffney,
Thomas Ho Hang-kwong, Clement Kwok King-man and
Leonard Bryan Turk. On 31 January 2002 Clement Kwok
King-man resigned as Finance Director, and, on 1 February
2002, Lincoln Leong Kwok-kuen was appointed as the

new Finance Director.

Biographical details for members of the Executive

Directorate during the year are set out on page 57.

Corporate Governance
The Company is committed to high standards of corporate

governance.

The management of the Company's business is vested in
the Board of Directors. Pursuant to the Company’s Articles
of Association and the protocol adopted by the Board of
Directors, the Board of Directors has delegated the day-to-
day management of the Company's business to the
Executive Directorate but the Board of Directors has
reserved to itself certain powers, such as the approval of
the Company's financial statements, dividends, significant
changes in accounting policy, its annual operating
budget, certain material contracts, certain financing
arrangements and major investments, risk management

strategy, treasury policies and fare structures.
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MTR CORPORATION LIMITED

The Company and the Secretary for Transport, for and on
behalf of Government, had entered into a Project
Agreement for the Design, Construction, Financing and
Operating of the Tseung Kwan O Extension (*TKE") (the
“TKE Project Agreement”} on 4 November 1998. Under the
TKE Project Agreement, the capital cost of work
undertaken by the Company to complete the TKE and
other costs are borne by the Company and there are
provisions relating to the design, construction and
operation of the TKE by the Company, and provisions
relating 10 works to be carried out by the Company on
behalf of Government ({in respect of which, Government
will reimburse the Company). The TKE Project Agreement
provides for the grant of land to the Company for the
operation of the railway {subject, inter alia, 1o the payment
by the Company to Government of nominal land premium
only), land for the construction of a depot and land for
property development (subject, in each case, to the
payment by the Company to Government of an amount to
be assessed). The TKE Project Agreement alse provides for
the future grant 1o the Company of the ownership and

operating rights in respect of the TKE.

Land Comfort Letter

The Company has received a letter from Governmeny,
dated 14 July 2000, pursuant to which Government agreed
10 extend the period of certain of the Company’s land
interests so that they are coterminous with the Company’s
initial 50-year franchise and, for certain other interests,
Government has agreed to render assistance 1o the
Company to facifitate the smooth operation of the railway
during the Company's franchise period. if the Company’s
injtial 50-year franchise is extended, Government has
agreed that, subject 1o certain conditions {including the
prevailing land palicy at the time of extension of the
franchise), Government will amend certain documents,
including the Running Lines Leases, to make them

coterminous with the extended franchise period.

Government is a substantial shareholder in the Company.

Eastern Harbour Crossing Agreement

The Company and the Secretary for the Treasury, for and
on behalf of Government, entered into an agreement on
30 June 2000 in respect of the vesting of certain assets
comprised in the Eastern Harbour Crossing by
Government into the Company in 2008 for naminal
consideration {the “EHC Agreement”). Under the

EHC Agreement, the Company agreed to indemnify
Government for certain amounts which are expected

10 be nominal.

Government is @ substantial shareholder in the Company.

Transactions in connection with the Privatisation
Share Offer of the Company

(1) The Company entered into a deed of indemnity dated
22 September 2000, with the members of the Board and
members of the Executive Directorate and the £S5, under
which, inter alia, the F5! agreed to indemnify the
Company. the members of the Board and members of the
Executive Directorate in certain circumstances and in
respect of certain liabilities in respect of the global
offering of the shares in the Company by the FSI. The FSi is
a substantial sharehotder in the Company and the
members of the Board and members of the Executive

Directorate are also connected persons of the Company.

(2) The Company, the FSJ, Goldman Sachs (Asia) LL.C.,
HSBC Investment Bank Asia Limited and UBS AG entered
into the following underwriting agreements in relation to
the underwriting of the Privatisation Share Offer of the
Company, details of which were disclosed in the
prospectus issued by the Company in connection with
the Privatisation Share Offer of the Company dated

25 September 2000:

(i) the Hong Kong Underwriting Agreement, with the
Hong Kong Underwriters (as defined therein), dated
22 September 2000; and

(ii) the International Underwriting Agreement, with the
International Underwriters (as defined therein), dated
1 October 2000.

The FSIis a substantial shareholder in the Company.

Auditors

The retiring auditors, KPMG, have signified their
willingness to continue in office. A resolution will be
proposed at the Annual General Meeting to reappoint
them and to authorise the directors to fix their

remuneration.

By order of the Board

Leonard B. Turk
Secretary to the Board
Hong Kong, 28 February 2002
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MTR CORPORATION LIMITED

Auditors’ report

To the shareholders of MTR Corporation Limited {the “Company”)

We have audited the accounts on pages 71 to 117 which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of the directors and auditors

The Hong Kong Companies Ordinance requires the directors to prepare accounts which give a true and fair view. In
preparing accounts which give a true and fair view, it is fundamental that appropriate accounting policies are selected and
applied consistently, that judgements and estimates are made which are prudent and reasonable and that the reasons for

any significant departure from applicable accounting standards are stated.

Itis our responsibility to form an independent opinion, based on our audit, on those accounts and to report our opinion

10 you.

Basis of opinion

We conducted our audit in accerdance with Statements of Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the directors in the
preparation of the accounts, and of whether the accounting poticies are appropriate 1o the Company’s and the Group's

circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance as to whether the accounts are free from
material misstatement. in forming our opinion we afso evaluated the overall adequacy of the presentation of information

in the accounts. We believe that our audit provides a reasonable basis for our opinion.

Opinion
In our opinion, the accounts give a true and fair view of the state of affairs of the Company and of the Group as at
31 December 2001 and of their profits and the Group’s cash flows for the year then ended and have been properly prepared

in accordance with the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants
Hong Kong, 28 February 2002
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ACCOUNTS Al

Co‘hs’oli'_dated profit and loss account

f;)r the year ended 3;1 December in HKS million Note 2001 2000
. {Note 1B}
Fare revenue 2

- MTR Lines 5,164 5.166

— Airport Express Line - . 564 549

..Station corﬁmercial and other-reQenué 3A 973 995

ﬁentai}and management income . 3B 8N 867

Turnover . 7,592 7577
Staff costs and related expenses . ' » (1,641) {1,688)
Energy and utitities - : . (501) (500)
Operational rentandrates © (78) 65}
Stores and spares consumed : : ' gy (127)
Repairs and maintenance : ' ‘ (437) (456)
Railway support services o . _ ‘ (110) (109)
Expenses relating 1o station commercial and other businesses ) ' (187) (185)
Property ownership and management expenses : (159 (142)
Gengr;\ and administration expenses - ‘ : ' 79) (227)
Other expenses . : R o . (12) (164)
" Operating expenses before depreciation o o o4 (3533) (3.663)

Operating profit from railway:and related operations

- before depreciation-’ : : : L4089 3914
_Profiton property developments e ) : v T » 3,248 3,376
Operating profit before depreciation e ‘ C . 7307 7290
Depreciation g S R 7 aae) 2.091)
Operating profit before interest and finance charges ) 5,129 5199
interest and finance charges: ) . . 8 v
Interest eipe’ns’e" BT e o Sl r(e96) (1,209)
- Interest income ' 2 66
o ®74) R REES
‘Share of profit of non-controlled subsidiary .. . N VA ‘ 29 13
Profit for the year attributable to shareholders 4,284 4,069
Dividends ’ 9
interim dividend declared and paid during the year . ) 703 -
Final dividend proposed after the balance sheet date 1,415 500
2,118 500
Earnings per share: . 10 -
CeBasic o R . o HKS08s HKS0.81
“Diyted kP . = o T HKsoBS  HKSO8)

The notes on'pages 77 to.117 form part of these accounts.




72 MTR CORPORATION LIMITED

Profit and loss account

forthe year ended 31 December in HKS million Note 2001 2000
- Fare réveﬁue o 2

- MTRLines : 5,164 5,166

- Airpdrt Express Line 564 549

Station commercial and othet revenue 3A 969 99

“Rental and management income 38 890 867

Turnover ' 7,587 7573
Staff costs and related expenses (1.641) (1,688)
Energy and utilities (501) (500)
Operational rent and rates . v ' (78) (65)
Stores and spares consumed _ ’ . . S (a2
Repairs and maintenance. - ‘ . ‘ " - (437) (456)
Railway.support servicés . » (110) (109)
o Exbenses reléting to station commercial and other businesses - » L (18s) (173)
Probérfy'ownership and maﬁagement expenses h - . RE: (142)
“General and‘administratién expenses o ‘ o 697)‘ (239)
. 'therexpenses' : : ' o = (109) (162)-
Operating expenses before depreciation SRR 4 (3,536) (3,661}

Operating profit from railway and related operations ) ) -
before depreciation - o : 4,051 3,912

.-Profit on property developments ' - .6 l :3,248 3,376 -
Operating: profit before depreciation o ) ) ) 7,299 . 7,288
Depreciation : 7 @178y o9
Operating profit before interest and finance charges ) : S 5.12% 5,197
Interest and finance charges: : 8

. Interestexpense: " ) _ Lo : L - (896) - ©1,209)

Interéstincome -, S - T3 67
(873) (1,142)
Profit for the year attributable to shareholders ‘ 4,248 4,055

The notes on‘pégés 7710 117.form part of these accounts.




ACCOUNTS 73
Consolidated statement of recognised gains and losses

for the year ended 3t December in HKS miliion 2001 2000

(Note 18)

Surplus on rgvaluation of investment properties 17 1,233
Deficit on revaluation of olﬁgr fixed assets (23) (75)

-~ Net (losses)/gains transferred directly to reserves 6 1,158

‘»Net‘ profit for the year 4,284 4,069

Total recognised gains and losses ‘ 4,278 5,227

The noteson bages 77 to 117 form part of these accounts.




74 MTR CORPORATION LIMITED

Consolidated balance sheet

at31 Decémbev in HKS million Note 2001 2000
{Note 1B}
Assets .
Fixed assets i3
- ihvestment properties 10,363 10,151
- Other property, plant and equipment 68,880 68,324
) 79,243 78475
Railway construction in progress 14 12,873 9,194
Property development in progress 1S5A © 3,361 2,699
Deferred expenditure 16 326 187
Interest in nonfohtrolled subsidiary - 17 51 26
" Staff housing loans 19 127 635
Properties held for sale 20 689 -
Storesand spares 21 261 275
i Debtors deposits and-payments in advance 2 830 676
Amounts due from the Government and other related parties 23 152 224
Cash at banks.and in hand 24 215 174
98,128 92565
Liabilities .
Bank overdrafts 258 49’ 44 -
. Short-term-loans. ) ) 258 394 -887
Creditors, accrued charges and provisions L 27 3,006 3,289
Contract retentions 28 798 817
Amounts due to the Government and cther related parties . 29 : 401 422
Loans and" obllganons under fmance leases .258 ' v30,942‘ ©26272
: -Defer{ed hab»lltles .30 U 78 76 ) »
-Deferred income 158 8411 10,40.3.
. 44079 ° 42,210
* Netassets - 54,049 © 50355
Sharehoiders’ funds )
Sh'are‘capitai,, share premium and capital reserve . N ) 32,807 32,188
Other resérves ' 32 21,242 18,167
54,049 50,355

App!dved and authorised for issue by the Members of the Board.on 28 February 2002

Jack So'Chak-kwong
Lo Chung-hing:

L}hcoln Leong Kwok-kuen

Thenotes on pages 7710 117 form part of these accounts.
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ACCOUNTS 75
at 31 December in HKS millfion Note 2001 2000
' (Note 9)
Assets
Fixed assets 13
- investment bropert_ies 10,363 10,151
— Other property, plant and equipment 68,880 68,324
, 79,243 78475
Railway construction in progress 14 12873 9,194
Property development in progress 15A 3,361 2,699
Deferred expgndirure 16 326 187
investments in subsidiaries 18 49 53
Staff housing loans 19 127 635
Properties held for sale 20 689 -
Stores and spares - 21 261 275
Debtors, deposits and payments inadvance 22 837 685
.Amounts due from the Government and other related parties 23 182 224
) Cash at'banks and in hand 24 12 99
98,060 92,526 -
- Liabilities
Bank overdraﬁs 258~ 49 44
.Short-term loans_ - ) 258 394 887
Creditors, accrued charges and provisions 27 © 2970 3277
Contract retentions ‘ : 28 798 817
Amounts due to the Government and other related parties 29 . 5,432 422
Loans and obligations under finance leases. 258 25,942 26,272
' Deferred liabilities DR 30 178 ChTe
. :Deferred income: 158 8411 10,403
1.44,074 - 42,198
Net assets 53986 50,328
Shareholders’ fuﬁds
Share capital, share premium and capital reserve 3 32,807 32,188
Other reserves 32 21,179 18,140
53,986 50,328

Approved and authoris‘gd for issue by the Members of the'Board on 28 February 2002

Jack'So’ChaE-_kwbng s
Lo Chung-hing: .

Lincoln Leong Kwok-kuen

~ The notes.on page‘s 77'to 117 form part of these accounts.
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76 MTR CORPORATION LIMITED

Consolidated cash flow statement

for the year ended 31 December in HKS miflion 2007 - 2000
(Note 1B)

Net cash inflow fram operating activities (Note 33A) T 4,155 3,756

Servicing of finance and returns on investments

Interest paid o o o (1869) ' {1.861)
Interest received ' : 22 ‘ 67
Interest element of finance lease rental payments | (68) (78)
finance charges paid (68) (86)
B Dividend paid : o (601) ' -

Net cash outflow from servicing of finance )
and returns on investments o (2,584) (1,958)

investing activities

Capital expenditure

- Airport Railway Project T : 20 (358)

- Tseung Kwan O Extension Project ' (3.033) (3,476)
o= P_urc‘has'eb of assets and other capital p}ojécts S © T (2,854) (2,264)

~Praperty devel'opmem projects - P : cLL(746) (1,122)

‘ fRecewpts from property developers . ' 2 350 R 1350

Decrease/(increase) i in investments ina non-controlied subswdlary' 1 o (47)
Loans made under Staff Housing Loan Scheme : ’ ’ (€3] : (160}
Principal repayh_er\ts under Staff Housing Loan Scheme’ . 513 v 319
Net cash outflow from investing activities (5.728) (5,758)
Net cash outflow befare ﬁrian‘cing j (4,157} ‘ {3,960) |
Financing
‘Sharesissued - S : » 18 -
Drawdown of loans * v : : 11,153 - 7.828
Repayment of loans ’ : (6,843) . v (3,703)
Reduction in capital-element of finance tease . Gl @33 o T ' oy
(Release)/Collectio_n of refundable deposits gnd ) o )
 assetreplacementreserve funds . . ’ e 3
‘Net‘cash inflow from financing (Note 33B) o 4,193 4,006
Increase in cash and cash equivalents T . 36 46
Cash-and cash equivalents at 1 January 130 84
Cash.and cash equivalentsat 31 December 166 130

Analysis of the balaﬁces of cash and cash equivalents

Cash at banks.and inhand =" [ o A e 215 174
Bank overdrafts : o T (49) (44)
166 130

The notes on pages 77 to 117 form pari of these accounts. |




Notes to the accounts

1 Principal accounting policies

A bBasisb of preparation of accounts
(i) MTR Corporation Limited (the “Company”) was
incorporated in Hong Kong on 26 April 2000 by virtue of
the Mass Transit Railway Ordinance (Chapter 556 of the
Laws of Hang Kong) enacted on 3 March 2000 (the ‘new
MTR Ordinance™. Pursuant to the new MTR Qrdinance. all
the property, rights and liabilities to which Mass Transit
Railway Corporation ("MTRC") was entitled or subject

- immediately before 30 June 2000 (the “Appointed Day”)
became the property, rights and lizbilities of the Company.

For the purposes of any accounts of the Company
prepared under the Companies Ordinance, the Company
" has been treated, on and from the Appornted Day, as if it
were the continuation of MTRC. Accordingly, all the
accounts prepared by; and all financial information in
relation to MTRC before the Appointed Day are treated, on
and from the Apporn(ed Day, as if they were the accounts’

and financial nnformanon of the Company.

(i) These accounts have been prepared in compliance
with the Hong Kong Companies Ordinance. The accounts
have also been prepared in accordance with all applicable
Statements of Standard Accounting Practice ("SSAPs”)

a‘nd Interpretations issued by the Hong Koné Society of
Accountants ("HKSA') accountmg principles: genera!ly
accepted in Hong Kong and the apphcable disclosure
provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the
“Stock-Exchange” )

(iii) The measurement basis used in the preparation
of the accounts is historical cost modified by the
revaluation of investment properties and self-occupied

1and and buildings.

B :Basis of consolldatlon

The consolidated accounts include the-accounts of the’
Company and all its subsidiaries except for a-non-
cbonrrolled subsidiary (see nore 1D} (the “Group") made
up to 31 December each.year. The results of svubsidiaries
acqurred or drsposed of during the year are.included in
the consohdated profit and loss account from or to the
date of their acquisition or disposal, as appropriate. All
material inter~cpmpany transactions and balances are
eliminated on consolidation. For pericds prior to: 1 January
2001, group accounts were not prepared in view of the
Company having.no effective control over the Board of

one ofrts subsidiaries, Creative Star Limited, whrch has

NOTES TO THE ACCOUNTS 77

subsequently changed its name to Octopus Cards Limited
(*OCL") on 2 January 2002, and the insignificant amounts
involved in the other subsidiaries. The consolidated
financial information relating to the financial year

ended 31 December 2000 included in these accounts

is unaudited and has been prepared for comparative

purposes only.

C Subsidiaries

A subsidiary in accordance with the Hong Kong
Companies Ordinance is a company in which the Group,
ditectly or indirectly, holds more than half of the issued
share capital, or controls more than half of the voting
power, or contrals the composition of the board of
directars. Investments in subsidiaries are carried in the

Company’s balance sheet at cost less any impairment

_losses (see note 1G).

D Non-controlled subsidiary

OCL is regarded as a jointly controlied entity as the Group
does not have effective controt over the Board of OCL.
Commencing in the year ended 31 December 2001, the
investment in OCL is accounted for in the consolidated
accounts of the Company using the equity method as
described in SSAP.21*Accounting far interests.injoint

ventures”. The restriction on OCL to operateon a

non-profit making basis was removed under the new

Shareholders’ Agreement dated 17 January 2001.
Prior 1o 1 January 2001, the Company's investment in
OCL was accounted for on a cost basis in the Company's

palance sheet.

E Revenue recognition

Provided it is probable that the economic benefits
associated.with the transactions will flow to the Group and
the amount of revenue can be measured reliably, revenue

is recognised in the profit and loss account as follows:

(i) Fare revenue is recognised when the journey is

provided.

(i) Advertising income and service fees from
telecommunication sérvices provided within the railway

are recognised when the services are provided.

(iii) Rental income from investment properties and station
kiosks is accounted for in accordance with the terms of the
leases. Property management income is recognised when.

the services are provided.
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MTR CORPORATION LIMITED

The adoption of SFAS 133 resulted in a pre-tax reduction in
income of HK$20 million (HK517 million after tax) and a
pre-tax reduction in other comprehensive income e aly}

_of HK$ 187 million (HK$ 157 million after tax). The reduction
toincome is mostly attributable to losses of derivatives
not qualified as hedging instruments. The redudion o
OClis mostly attributable to unrealised losses of
approximately HK$ 187 million on cash flow hedges. The
cumulative effect of adopting SFAS 133 did not have a

Reconciliation of net income to US GAAP

material impact on the Group's financiat condition and

results of operation.

The Group uses derivative instruments (o manage
exposures to foreign currency and interest rate risks. The
Group’s objectives for holding derivatives are t0 minimize
the risks using the most effective methods to eliminate or

reduce the impacts of these exposures.

Under HK GAAP derivative instruments are not required to

be recorded on the balance sheet at fair vaiue.

Year Ended 31 December 2000 2001 2001
in § mitlion HKS HKS uss®
Profit for the year in accordance with HK GAAP 4,055 4,284 o549
Adjustments requfr_ed under US GAAP o ]
- Revenue recognition on property developrﬁents (13; A 1,216 ‘ " 156
) Depreiiation on revalued properties and redevelopment (57) . (64) 8)
Depreciation on certain fixed assets . 10 ’ 10 1
Difference in periodic pension cost 182 - ‘ . ' 112 ' 14
Deferred tax accounting 574y .. (724) (93)
Capitalisation of certain costs’ (151) (65) ‘ (8)
“interest - (21} (21) ‘ (3)
Stock based compensation (25) (60) @)
Cumulative effect of adopting SFAS 133 = C20) (3)
Derivative instruments - B33 (4)
Other 3 m -
~ Tax effect of above adjustments S 9. (160) (20)
Net income for the yearin accordance with US GAAP 3,418 4,474 . 573
] "Basic and diluted earnings per share’ - HK$:0.68 -HK$ 089 Us$0.11 -
-Reconciliation of shareholders” equity to US GAAP’
As of 31. December 2000 2001 2001
in $ miflion HKS o HKS : uss*
“Shareholders fuinds in accordance with HK GAAP 50328 . 54049 " 6930
Adjustments required under US GAAP -’
Revenue recognition on.pmpérfy developments 1,061 : 2277 292 ‘
Accumulated depreciation on revalued properties and redevelopment ‘ (234) § (208) - (38}
Asset revaluation reserves v (6,640) - ‘(6,634) (851)
Accumulated depreci‘ation on certain fixed assets (791) (781} (100)
Differencé in pericdic pension cost (311) (199) (26)
" Deferred tax accounting v (1,757) (2,481) (318)
Capitalisation of;enain costs (1,108) (1,173) (150}
Interest 697 C 676 87,
Cumulative effect of adopting SFAS 133 - o @7
Derivative instruments B ’ - (9 (15)
Cther B 37 S s
Tax effect of above adjustments 39 (121) (16)
Shareholders’ equity in accordance with US GAAP 431,322 L 45026 5773

»For the convenience of readers, the US dollars equivalent was translated at HK37.7989 which was the Hong Kongvclosing buying rate quoted

from Reuters at 4 pm of 31 December 2001.

75




G
S

ey
SR
S

%

2 B % % % % < Sk
S o . : e . . ...
ind e P : : . i g
! o g 0 e = 2
%\2 ; 5 ’

e

o8

e
L
e

A
Soniieial




g e S
i 2

'

B

L,

s o o : .
Gt i il : St i el S rgedi iy
f e g BEe A o N

Koy W
sl

B
g 3 ;.H.V.\

FRae

't

i
!
st
G

T 3 ] Sof o
S S 01 L ¢ Pt w/ SR et
naa ! 2t ! T : e
e e i T o " @ Sl
P b Tl Rt S e
i Gt s

B

o
Bk

it

L

i
et

i 6 3

<R

&SR . A
L AN

R

ion”

pora

S AR

i

PR g e

MTRCCor|

b
o

SRS : i :

i)

R

Z

o
SRR
RSN
R
SRR
SR
N
%%7»,:;

A

p:

5 A

3

i

L
S el
Bt S N R

ik

g g

S

L

8 R

g e i et
R e e

SRS

,mf.,vv,
R




