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Hang Lung Properties, like the glass walls of
its high quality development at The Summit,
offers strength, transparency, resilience and
reliability to help withstand the impact of
outside forces.
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HANG LUNG PROPERTIES LIMITED

Hang Lung Properties is one of Hong Kong'’s largest property development and investment companies boasting a diverse range
of properties located along the city’s major transport arterial routes. It is a subsidiary of Hang Lung Group Limited and in 2000

assumed corporate and investment responsibility for the Group's future property development business.

Hang Lung Properties’ diverse portfolio is supported by sound strategic initiatives. The tenant mix of our properties is constantly
reviewed and, where necessary, upgraded; existing developments are regularly refurbished to meet the changing demands of
the marketplace. Our properties remain popular and, as a result of our emphasis on value-added services and incentives, are

often highly sought after by tenants.

We are constantly looking to the future. A new concentration of properties in residential areas in Kowloon, such as The HarbourSide

at the Airport Railway Kowloon Station, Hing Wah Street West and Hoi Fai Rcad - all on the West Kowloon Reclamation, and at

HANG LUNG
GROUP LIMITED

| EEEMERAT

HANG LUNG
PROPERTIES LIMITED
ERHESRAT

GRAND HOTEL
HOLDINGS LIMITED
BWEEREERLE

Ho Man Tin, will continue to enhance our reputation for high quality and well-located developments.
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FINANCIAL BRIEFS

BREEEREE

- Earnings and Ordinary Dividends
BBENAZFHUFRE for the year ended 30 June

B SRBEARE  Ordinary Dividends
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' Per drdinéry shéré data »

~1"c')té1l> assets

Investment properties

Properties for sale

— Under development

Cash and deposits with banks
Total liabilities™

Bank loans and overdrafis

Convertible bonds
Shareholders’ funds” / Net assets”

Tumover**
Net profit attributable to ordinary shareholders
Dividends
Ordinary shares
Preference shares

Earnings - Basic
— Diluted
Dividends - Interim
- Final
— Total for the year
Net assets®
Debt-to-equity ratio™*
Pay-out ratio (ordinary shares)
Number of ordinary shares outstanding {in million)

Adjusted for change in accounting policy for proposed final dividends

" TEERNIYA

Excluded interest income

 BIEERITERREZRREREITFYN - RIFAISERFERR S ERFIER -
Debt represents bank loans and overdrafts less cash and deposits with banks.
Equity comprises shareholders' funds and minority intsrests,

RERGERZ AEFEYR LERITEBRREY
Based on net assets divided by number of ordinary shares outstanding on the baiance sheet date

2002

HER
$Million

39,458
24,986

8,490
3,146
12,884
6,372
3,390
26,112

2,383
1,207

1,156
48

41.8¢
41.5¢
11¢
29¢
40¢
$9.0
12%
96%
2,889

2001

BETT
SMillion

40,546

25,024

7,290
3,725
12,302
8,952

27,857

0523
1384

1,156
48
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Shareholders’ Funds and Net Borrowings

RAA=Z1H at 30 June

B EEETE  Net borrowings

(BHL SMillion) o rm ;
20,000 CRREEZ  Shareholders' funds
-
30,000 R o B SR
20000 Lo ‘\ L
i |
|
10,000 ; S [ NS [} S I SN B SN I S SN L
| r |
i f
0 _a‘_]_m__u.__! B B
1993 1894 1995 1896 1897 1998 1998 2000 2001 2002
2000 1999 1998 1997
BET HET AET AET
SMillion $Million $Million $Million
37012 | 35414 35,501 42,400
23,048 21,750 05,714 35,410
3,787 2,541 — —
4,854 5,461 4,712 2,577
9365 . 8,274 4909 . 3,026
5027 5,010 2211 | 680
28,229 26,872 30352 | 39,155
1,846 2,045 3,587 3,686
1,218 1,896 2,653 2,490
1,041 985 1,366 1,358
48 53 71 87
42.1¢ 66.2¢ 925¢ - 91.7¢
— 65.4¢ 91¢ | 90.1¢
10¢ 14¢ 17¢ 16¢
26¢ 20¢ 31¢ 31¢
cl 34¢ 48¢ 47¢
$9.8 $9.3 $10.6 $13.6
06% N/A N/A N/A
86% | 51% 52% | 51%
2,891 2,894 2853 2,888

EEEREL R
* ~Debt-to-Equity Ratio
RAA=+E at 30 June

(%)
20
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[\

1993

1996
BETT
$Million

36,120
32,491

191
4,725
2,465

31,198

2,427
1,580

1,088
115

63.3¢
62.8¢
15¢
28.5¢
43.5¢
$12.5
7%
69%
2,501

1994

1995 1996

1995
HETT
$Million

35,384
32,145

1,065
4,691
2,367

30,492

2,434
1,548

1,061
121

66.6¢
65.8¢
14.5¢
28¢
42.5¢
$12.2
4%
64%
2,495

1997

1998 1999 2000 2001 2002
1994 1993
ABET BEET
$Mlillion $tillion
35,610 25,171
32,088 23,247
1,248 15
5,323 3,367
3,064 1,645
30,164 21,804
2,477 1,764
1,504 1,213
927 813
80 —_
66.5¢ 53.7¢
82.3¢ 52¢
13.5¢ 12.5¢
27.5¢ 23.5¢
41¢ 36¢
$13.3 $9.7
6% 8%
62% B67%
2,261 2,259
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Strong leadership and
focused planning
combine to move
Hang Lung aheao
with confidence.

HITEES — HEEE BRAKL  RITELE BEFAL  HEREL
Executive Directors — from left: Mr. Nelson Wai Leung Yuen, Mr. Terry Sze Yuen Ng,
Mr. Ronnie Chichung Chan and Mr. Wilfred Sai Leung Ho
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Chairman's Statement

For over a decade, | have personally penned
the chairman’s statements for each of the
public companies in the Group. A number of
them after the Asian crisis probably rank
among the longest of all similar letters to
shareholders for Hong Kong corporates. My
reasons are twofold: first, this is one of the few
occasions to directly communicate with
shareholders, especially those who cannot
attend our Annual General Meeting in person.
More significantly, | attempt, especially in the
annual report of our parent company, Hang
Lung Group, to present a critical analysis of
the Hong Kong property market from the
viewpaint of your management. It is gratifying
to note that in recent times, both the
investment community as well as the media
have apparently taken the piece seriously.
Once pubilic, it quickly finds its way into the
local press. Now that all real estate activities
are concentrated in this company, | will

continue the tradition here.
RESULTS AND DIVIDENDS

For the fiscal year ended 30 June 2002, turnover
decreased 5.5% to $2,383.2 million. Net profit
attributable to ordinary shareholders was
$1,207 million, 12.8% lower than last year.
Earnings per ordinary share was 41.8 cents,

representing a decrease of 12.7% over last year.

Your Board recommends a final dividend of 29
cents per ordinary share and total dividends
for the year would be 40 cents per ordinary

share. Both are the same as last year.

BUSINESS REVIEW

Hong Kong's property market continues to
languish in misery. Although transaction
volume of new residential units has increased
since July 2001, prices actually went down by
another 10% or so. Cumulatively from July
1997, they have fallen by at least 60%. Worse
yet, it is possible that prices may go down

further.

As everyone knows, in this business cash flow
is more critical than profit. In severe bear
markets like today, this drives developers to
dump properties at prices that will move large
number of units. The idea is to preempt
competitors from soaking up remaining
purchasing power. While this may solve the
immediate problem of a developer, the effect
on the market is extremely negative. It creates
market expectations of further drops in prices,
thus reinforcing the vicious circle. Of late, even
major developers who are hitherto not willing
to “unnecessarily” put pressure on prices, are
engaging in this practice. They can hardly be
faulted, for they must generate cash to
preserve sharsholders’ value — just in case
prices keep going south which they obviously

anticipate,

At the same time, while cutting prices,
developers are deploying all sorts of gimmicks
to attract potential buyers, Nowadays a young
person can move into a new unit with no
money down. In addition to a 4-year interest

free loan to top up the bank mortgage, a rebate

will enable him or her to pay for all related
expenses and have money left for furnishing
the new home. As a result, there are now many
young buyers who previously could not have
bought. These people more likely than not have
little savings and some do not even have a
secure job. With laws enacted right before
1897 which make bankruptcy a lot easiet,
losing a job can become a quick trigger to file.
One cannot help but wonder what will happen
if prices fall further. immediiately, the buyer has
negative equity, but the developer who grants
the second mortgage is as much at risk as the

buyer.

Atissue is not just a problem of the real estate
sector but also of the entire economy, although
the two are inextricably tied. Unemployment
has been climbing, recently to a high of 7.8%,
and deflation persists. One should also not
underestimate the negative wealth effect.
Watching ohe’s biggest acquisition in fife, i.e.
his or her residence, drop by two-thirds in value
is not fun. This fate, to a greater or a lesser
degree, has befallen a sizable percentage of
our population, including these who bought in
recent years subsidized homes from
government related bodies such as the
Housing Authority and Housing Sociéty. No
wonder people do not want to consume. Daily
reports in local newspapers of businesses
closing and of layoffs will only exacerbate the

downward price spiral.

Lower consumption affects the rental side of

our business — at least the lgasing of shops. In
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I have a short and a longer term
view of the market — the former
is very cautious, but the latter,
more relaxed.
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Chairman's Statement

the second quarter of 2002 alone, retail rental
fell by about 5%. Office rents also declined
since there was hardly any new demand. A
good number of small to medium size
Japanese companies did arrive, but they
usually took very little space. Nor did they help
the luxury residential market which was the
hardest hit of late — rents dropped by around

20-25% since the beginning of the year.

Under this tough environment, our investment
properties in Hong Kong generated 2.3% less
in gross rent and 8.6% less in profit from a
year ago. Only with the help of our Shanghai
projects did overall rent grow by 8% and profit
by less than 1%. Since there were less earnings
from property sales, overall bottom line for the
fiscal year retreated. Drop in interest income

also contributed to this result.

Two other events during the past year should
be mentioned. First, in March and May, we
issued two tranches of a 5-year convertible
bond which raised about $3.45 billion. Interest
rate is 3.4% per annum and conversion price
is $9 per share. It was the first Hong Kong dollar
denominated convertible issue in decades and

was enthusiastically received.

The rationale behind the issue deserves
explanation. It is now widely accepted that
Hang Lung is one of the very few major Hong
Kong real estate companies which has
basically consistently called the market cycles
correctly for the past decade or so. Our refusal

to buy properties during 1995 to 1897 and

subsequent purchases between March 1999
and December 2000 of well located land at
prices cheaper than the market has seen in
years, are in particular credited for our recent
success. As a result, our shares are now
trading at one of the highest price-earnings

ratios of profitable property companies.

Calling the market correctly, however, could
not by itself produce value for shareholders if
it were not supplemented by prudent financial
planning. During the market peak of 1995 tc
1997, we sold quite a bit of in-town investment
properties which gave us not only handsome
profit but also cash. We had further
strengthened our balance sheet by placing
shares in 1996, and had locked in longer term
loans at reasonable rates around the same
time. All told, we had raised over $10 billion
cash. This gave us a totally debt-free position
when the Asian crisis hit in late 1997. In fact,
after repaying all debt, we still sat on $5 bilion
of cash throughout the crisis, an enviable
position by all accounts. That enabled us to
buy aggressively once we thought that the
market had bottomed and when competitors
were still struggling to recover from the shock.

Those were the days when cash was king!

Cur land acquisition spree lasted between
March 1999 and December 2000. (As | had
previously written, the timing of land purchases
during that 21 month pericd was in itself tricky.
Eventual profit margin depends a lot on those
decisions and we were fortunate to have

bought each time at the bottom.) Although a

number of our competitors rushed into the
market in 2001, we were frankly by then unsure
where the market was going. In fact, we were
fearful that the price recovery might not be
sustainable. What we did know was that our
new projects would easily cost a total of some
$12 billion with construction expenses coming
in over the next few years. As such, we were
convinced that it was time t¢ once again raise
cash. If the market continues to weaken and
selling of flats becomes difficult, then money
in our pocket will make me sleep better. The
cash crunch experienced in 1984-85 has not
been forgotten by your management. But if the
market shows signs of sustainable recovery,
then we better have the funds on hand to buy
mare land — not unlike 1999 and 2000 - before
prices run away from us. Either way, we should

strengthen our finances.

The easy decision was to take advantage of
historic low interest rates to refinance all
existing debts. That we did in the first six
months of this year. More difficult, however,
was 1o raise equity. What instrument to use is
unfortunately not altogether up to us; we can

only do what the capital market aliows.

Management’s preference has always been
straight equity in forms palatable to existing
shareholders such as warrants and share
placements. Convertible preference shares
such as the issue we did in 1993 was also
favored. Our overriding considerations are
twofold: minimize the dilution, if any, to existing

shareholders, and avoid currency risks.
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Chairman’s Statement

It was partly for the second reason that in 1893
we chose convertible preference shares instead
of the slightly cheaper convertible bonds, for in
those days both instruments could only be
denominated in U.S. dollars. As subseqguent
events showed, most if not all of the convertible
bonds issued by others in 1993 had tc be repaid
in 1997 or 1998 ~ right at the time of the Asian
crisis! With convertible preference shares which

are perpetual, we escaped that fate.

In any event, throughout 2001 and for most of
this year, the capital market was not
cooperating. Nevertheless patience once again
paid off when a window of opportunity arose.
We took advantage of it in March and did the
convertible bond issue. Dilution to existing
shareholders is minimal, and to lock in money
at 3.4% over the next 5 years seems
reasonable. This rate is below our historic

dividend yield.

Some people question why suffer dilution at all
when interest rates are so low; why not issue
straight debt? My answers are simple: cheaper
rates are only a secondary consideration; by not
pricing the issue overly aggressively, | hope not
to have to repay. Given reasonable profit
projections, the chances are good that the bonds
will be converted. Afterall, the world economy is
full of uncertainties and the local market fraught
with danger. As one of my mottos goes: equity
is the company’s money while debt is the bank’s
— it has to be repaid! Moreover, in light of the
strong arguments for raising cash presented

earlier, | will gladly take the best deal available.

Any lingering Doubting Thomas is perhaps
grossly underestimating the treacherousness of
the market, the extent and duration of which may
surprise many. As before, | trust that history will

ONCe again prove Us Correct.

The final issue relates to the China market. tis
gratifying to watch our Shanghai properties
perform and begin to make a difference to cur
bottom line. In terms of both gross rent and
profit before taxation, Shanghai accounts for
roughly 11% of our total investment portfolio.
While Hong Kong rents stagnate or fall, those

from Shanghai are expected to rise steadily.

This is the 10th year of our operation in China
and so perhaps it is time to take stock of our
mainland strategy. Back in 1892, we decided
to enter the Shanghal market after a long period
of research and observation. Recognizing how
difficult it must be to get things done in a
transitional economy like China, and given the
associated importance of human relations, it
seemed prudent to concentrate on one or at
most two cities. And to differentiate ourselves
from the many local and overseas (mainly Hong
Kong) players, we must do something that they

do not or could not do.

Of the many cities studied, we picked three
candidates: Guangzhou which is closest to
Hong Kong, Beijing and Shanghai. We
eventually determined that although it was the
first region to open up since the early 1980,
Guangzhou — and for that matter, the entire

Pearl River Defta — was at the time less well

regulated. Every Tom, Dick and Harry from
Hong Kong were clamoring for a piece of the
pie. Beijing, on the other hand, was palitically
complicated and in any event had what
seemed to us 1o be poor city planning.
Shanghai was just opening up and several
things there impressed us. While being pro-
business, the government was more
disciplined than most places in China. The
caliber of people both inside and outside of
government is good, a point which is still true
today. Moreover, it seemed that the Central
Government was bent on restoring the city’s
economic prominence of the pre-World War I

days. If sg, then we should ride that wave.

As to differentiating ourselves, we knew that
we could not compete with native developers
on low-end products. Hong Kong investors on
the other hand would likely repeat what they
had done in their home market, namely smaller
buildings with average guality. Less significant
players could not, or do not know how 1o, do
otherwise, while the major ones may not have
the appetite for large and first-class projects.
So if our estimation was correct in that
Shanghai would one day become a city of
world significance, then we should do
something of world-class quality and size.
Conseguently, after an initial high-end
residential site to learn the ropes, we embarked
on two major projects which are now known

as The Grand Gateway and Plaza 66.

The Grand Gateway in Xujiahui of Xuhui District

is an almost 100,000 sguare meter shopping
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center which is so far the biggest in Puxi, the
highly densely populated older part of the city
(as opposed to the new town Pudong). Fully
leased, it is on top of the biggest subway
station in Shanghai. On weekends and
holidays, in excess of 150,000 people now

frequent the mall.

Plaza 66 on Nanjing Xilu in Jingan District has
an office tower of over 78,000 square meters
with 86 floors, on top of a shopping center of
52,000 sguare meters. Both are fully leased
and the office tenants read like who's who in
international business. The retail mall probably
has the highest concentration of European high
fashion brand names anywhere in the world.
There are far less visitors compared to The
Grand Gateway, but the shops are doing
eqgually excellent business. In fact, the per
square meter revenue generated on the ground
floor compares favorably to those in major cities

in the world.

What is unigue about these two developments
is that they are both big and beautiful. Both
are designed by world-renowned American
architects and are built to high specifications.
So far nothing in Shanghai approaches their
size or quality which will hopefully keep them

competitive for many years to come.

From a financial perspective, returns generated
in Shanghai on an after-tax basis are not much
different from those of our Hong Kong
investment properties. The only difference is

that mainland projects have much better near

term rent appreciation potential. We are now
studying how to build upon our hard-earned
expertise to grow the business in the mainiand.

I will return to this subject in a later section.
PROSPECTS

I have a short and a longer term view of the
market — the former is very cautious, but the

latter, more relaxed.

As alluded to earlier, the market since 1995
has been most perilous. Anyone who has
bought land between 1995 and 1997 is now
staring at the completed buildings with huge
losses. While residential units on average have
fallen by over 680%, land prices have dropped
even more, and in some cases, by much more.
(This is why | am baffled these days by the
words of some investment analysts such as: a
certain real estate company will not make a
profit because it does not have properties to
sell. They are stuck with the old paradigm that
selling properties automatically ma‘kes maeney.
The fact today is: the more one sells, the more
losses are realized. As such, it is fortunate that
we do not have anything to seli since the land
would have been purchased at the peak.) Even
some sites bought by others after the
resumption of government land sales in April
1899 are under the water at today’s prices.
More fortunate owners like us whose projects
are “in the money” are less comfortable today
than a year ago. Recent market developments
have shown signs of a “double-dip,” with the

first trough being in 1999.

In this environment, we, like all our competitors,
are faced with two very difficult decisions.
Should we sell flats now or later, and when
should we start buying land again. The answer
to the first will partially depend on one’s cash
flow position. We are fortunate to be healthy
financially, for through the recent reorganization
of group companies, holding costs of
development projects are now supported by
steady rental income. As such we can afford
to wait. However, one cannot dismiss the
possibility that a time may come when it is no
longer prudent to do that. The only comfort
then will be that given our much lower average
land cost, the terrible market will hurt us less
compared to our competitors. Needless to say,
| would rather like to see them make money,

knowing that we are making more.

When to buy land is even more difficult a
decision since we do not know our future cash
position apart from rental income. Given that,
it is wise 1o be conservative. This was why we
had not purchased anything in the past twenty

months.

Land acquisition decisions are further
complicated by cne factor seldom discussed
in public. Since the government basically
controls all land sales, it can strongly influence
prices. When the market falls, it often stops
selling. It does so either by declaring a
moratorium such as the 9-month period
between July 1998 and March 1999, or by
simply putting up artificially high minimum

prices when developers apply for land. Afterall,
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valuation is as much an art as a science, and
the government is in any event always fearful

of being criticized for selling land cheap.

For society, this is arguably desirable - it may
prevent panic. Developers who have
purchased expensive land will no doubt
support the practice, but it is unfair to the
prudent players who did not chase prices. A
form of intervention which goes against the
free market principle, the latter are deprived
of the cpportunity to buy when the market is
down. Before 1997, when the overall market
apparently only goes up due to high land price
policy, this is perhaps acceptable. But now
that the industry has fundamentally changed
(i.e. sufficient land supply and transparent
market, as | have in the past explained), it
becomes problematic. Price of raw material,
i.e. land, is administratively kept from falling
while the finished product is subject to the
vagaries of the market. The risk of the industry
is thus enhanced. While some may
erroneously argue that since there would be
a floor 1o land prices, the risk is now less.
The only problem is that no one — not even
the government — can controi the prices of

the built-out apartments.

Having said all that, | still reluctantly support
the land sales policies of the government in
order to maintain societal calm. My intention
of bringing up the subject is that once the
market returns to normalcy, there should be a
review of those policies, particularly the

government'’s land valuation process.

But for now, we have to live with existing rules,
unfair as they may be. Given the weakening
market of the past months, on the surface one
may justifiably question our decisions to buy land
in the twenty-one months before December 2000.
Relative to our competitors, we have bought the
best plots at the lowest prices, but should we
have bought at all? Given the government’s policy
to effectively not sell land when market sentiments
are weak, we are left with no altemative. Allowing
our land bank to run down to zero is unrealistic.
Perhaps we should take comfort in the fact that
we had bought nothing since January 2001, for
any land transacted in that period was more

expensive than ours.

Whatever the case, one thing is certain: | have
never seen in all the years a more treacherous
time for the industry. To recognize in 1995 that
prices were too high was not that difficult; the
difficult part came in resisting temptation to follow
the crowd and buy. But at least your
management knew then what needed to be
done. Now the market is very different — none of
us has seen anything like it. To see us through, |
am counting on utmost caution mixed with an
instinct for the market honed through long years.

As always, luck will help.

Looking further down the road, however, the
picture is in my opinion not as bleak. While almost
no one today anymore believes that real estate
prices will return to the pre-1997 heights, | see
fittle reason to be overly pessimistic. In the past |
had presented arguments for a healthier market

in the longer term. Allow me to briefly summarize.

Demographics are favorable to the industry.
The city is projected to have about one million
people added by 2010 and amost three millicn
more by 2020. Many of the new arrivals from
the mainland will bring with them cash to
immediately buy properties, rather than waiting
seven to ten years to save up for the down
payment as the earlier immigrants. Just as the
Pearl River Delta will be the target area for Hong
Kong's lower economic strata to purchase
homes, our city will attract many of the nouveau
riche of the mainland. Both phenomena have
started and will likely continue for some time.
Recent weakness in the market may tempt
even more of our fellow countrymen to acquire
here, and regulations are already being crafted

to make their coming and purchasing easier.

Cheaper prices wili enable many locals to
exchange smaller flats for bigger ones. With the
median size being around 50 square meters,
the lure of more spacious units is powerful. So
far the lethargy of the secondary market has
prevented them, but given the opportunity, a

good number will make the move.

Simitarly, many who live in older apartments
will relocate to newer ones. Competition in the
past few years has greatly improved the quality
of more recent developments. These are
characterized by better design and material,
more [uxurious lobbies and favish club houses
with many amenities. They appeal especially

to the younger buyers.

The other side of the coin is that many of our
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city’s older buildings are fast becoming
dilapidated. Built during the fast growing years
of the 1960’s, the residential blocks are
inefficient and outdated in style. Many of these
will in time be torn down. As such, there will
be a decrease in housing stock at least
temporarily during construction and possibly
permanently if plot ratios are lessened or if the
land is used for alternative purposes such as

maore open space.

| have enumerated many factors for optimism,
but there are obviously compensatory worrles
as | have written in previous reports. However,
those concerns cannot altogether negate the

positive forces presented above.

Beyond all that, let me present a few more
practical reasons for less pessimism. First, the
present government cannot afford to and will
not knowingly destroy property prices.
Knowing that some 67% of our homes are
owned by our citizens (with 48% in private
housing and 19% in subsidized sale flats as of
mid 2001), wrecking the real estate market is
to damage confidence in our economy, for
homeowners are pillars of any society. | am
convinced that Hong Kong's Chief Executive
Mr. Tung Chee Hwa and his deputies are well
aware of the problem and the solution.
Moreover, they recognize that at issue is not
just the real estate sector; it is a problem that
encompasses the entire economy and society.
According to recent research of a local
university, about half of the city’s deflation is

accounted for by the decline in property prices.

As such, the economy cannot recover unless

the industry improves.

In fact, all of the government's recent housing
policies are on the right track. The former lack
of cocrdination among departments and
agencies is being addressed by the newly
established accountability system. More clear
cut pronouncement of firm policies will no
doubt help. In this regard, the total abolition of
the Home Ownership Scheme (HOS) will be a
big step in the right direction. HOS has
definitely served its historic mission and should

be retired — once and for all.

A second reason for optimism Is something
new to our society. In the past several months,
there emerged a clear consensus among all
political parties that further property price
deterioration was not beneficial to anyone. On
the one hand, the fact that it took so long to
recognize something so obvious was
discomforting. Grassroot oriented politicians
lack basic understanding of the economy. They
are also blinded by their prejudiced protection
of the group already most benefited from
existing housing policies-the 31% of the
population living in public rental flats whose
rents could not even cover the cost of
maintenance - such that they do not see
market realities. On the other hand, the
likelihood of the consensus dissipating is low.
Even the diehards are finally realizing the
seriousness of the housing crisis. While this
will hopefully serve as a basis for the

government policies to take effect, the

remaining danger is that politicians will bicker
over how powerful should the medicing be. As
someone who has been in the business for
decades, there is no doubt in my mind that
unless strong and decisive measures are taken,

the market will not revive.

One interesting phenomenon here is that in
recent months, even developers who have flats
to sell are publicly admitting that the market
may not have bottomed. Just as back in 1395
to 1997, we were a lone voice when we began
to sound a note of caution in mid-2001. Now
it is a chorus. How ironic then that at this time
we should once again be the odd fellow to
propose a ray of hope. In the go-go days of
the mid-1990's, we were considered by many
as conservative and even by one major
institutional investor as lazy. The same may
now call us unrealistic or something worse. We
call only on history to testify on our behalf, and
trust that it will yet testify in our favor in the

coming years.

There is, however, no place for complacency.
The extremely tricky question for us operators
in the business is how long will it take the
market to turn around. The answer will depend
to a great extent on what measure the
government will take to stimulate the market.
Whatever they are, the road ahead will not be
easy. But, as the Chinese say, with crisis
comes opportunities; and as the westerners
say: when the going gets tough, the tough get
going. | believe in both axioms, and so believe

that if anyone will emerge stronger through this
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dark pericd, we should be one of them. Frankly,
the number of winners will not be big. That too

should be good news to our shareholders.

To succeed in the next round, real estate
developers must change operationally under
the new market environment. In fact, we have
started several years ago. Product quality both
in terms of design and construction is more
critical than ever. Construction speed will give
marketing flexibility as well as interest saving,
especially after rates return to historic norms.
Product branding through company reputation
will become a factor to separate the winners
from the losers. Whereas location is still of
foremost importance, a respected brand name
will facilitate property sales in tough times and
help raise prices in good times. Finally, cost
control will be more critical than before.
Whereas in the pre-1997 days, profit margin
was predominately determined by the price of
the land, now construction cost will play an
increasing role. Afterall, land used to account
for as much as 75% to 80% of total project

cost, but is more like 40% to 50%.

As to our China strategy, in as much as we
have performed well so far, we remain
cautious. In an earlier section, | alluded to the
fact that one cannot apply what works in Hong
Kong to the mainiand without discretion. Both
the societal and physical environments are
different which necessitate a different strategy.
There are few, if any, worthy models that can

be emulated by non-mainfand players, and so

- .

resources like we do is no guarantee for
success. In fact, it can work against us - one
tends tc be careless when money is abundant.
Afterall, many cities and towns in the mainland
beckon for our dollars. One should never forget
that it is all too easy to make investments, but

extremely difficult to make them profitably.

The Shanghai market has changed
considerably in the past decade. We are not
convinced that to repeat what we have done
in the past is the right thing to do today. Land
is no longer cheap, total commitment tends to
be large, and the market is volatile.
Nevertheless, our search for projects is
ongoeing. | will not be surprised if something is
done in the mainland in the coming year or
two. The first projects that will benefit will likely
be the building out of the second office tower
at Plaza 66 and the remaining two residential
blocks at The Grand Gateway. The former will
add about 80,000 square metres of prime

office space to our portfolic.

Allow me to close with an assessment of our
retative market positioning — at this point which
history may prove to be the darkest hour of
the industry, or at least close to it. The past
five years since the Asian crisis have been a
rewarding and even invigorating time for us.
By prudent management of land acauisition,
properties sales, and financial planning, we
have been recognized by institutional investors
as one of the best run property companies in

town. The poeint has been born cut by the high

e e e

Today we are, of all the major real estate
companies, the least burdened by expensive
inventory, have the best and cheapest land
bank, and have one of the strongest balance
sheets. The group restructuring two years ago
has enabled us to more efficiently use our
resources — steady rental income to support
potentially higher return development projects.
Last but not least, we have a dedicated
management team with leaders which have
worked well together for many years. This is
why | am confident that our future is bright.
The market is admittedly terrible at the
moment, but it has always been cyclical - since
time immemaorial. Though unlikely to regain its
former glory — however flimsy and undeserving
as history may show it to be — Hong Kong will
nevertheless recover, and so will our industry.
When that happens, your management will be
ready for it. That is my job and | give you my

undertaking to see it through.

Ronnie C. Chan

Chairman
Hong Kong, 28 August 2002
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Irrespective of location,
we scale the heights
of quality.
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Spacious living room of The Summit overiooking The HarbourSide on West Kowloon
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Management Discussion and Analysis
of the Group’s Performance

OVERVIEW

Hang Lung Properties has faced many
challenges over the past financial year - both
internally and within the marketplace in
which it operates. As part of our corporate
restructuring, Amoy Properties Limited
changed its name in December 2001 to
Hang Lung Properties Limited. All future real
estate projects will now be undertaken by
Hang Lung Properties in a move which
rationalizes our Group-wide rescurces and
ensures our competitiveness,

Like all property companies in Hong Kong,
we have been operating in a difficult sconomic
environment. Turnover for the financial year
fell 5.5% to HMK$2,383.2 million mainly due to
decreased sales of apartments at Garden
Terrace (2002: 27 units; 2001: 36 units) during
the year. As a result, net profit attributable to
ordinary shareholders decreased 12.8% to
HK$1,207.0 milion and we have proposed a
final dividend of 29 cents per ordinary share,
which is the same as last year. Total ordinary
dividend for the year is 40 cents per ordinary

share, same as last year.

We are pleased to report that our construction
programme, with four significant new
residential developments (three on
Woest Kowloon Reclamation and one in Ho

Man Tin), is progressing on schedule.

Rental revenue in the commercial, office,

residential and industrial / office sectors in

Hong Kong declined during the year.
However income from cur two projects in

Shanghai has helped offset this decline.

Qur results this year reflect market reality.
However, the Company is in a sound position,
in part due to the prudent acquisition of
quality residential sites in 1989 and 2000.

PROPERTY
DEVELOPMENT
AND SALES

We have four prime residential developments
under construction. All are on programme to
meet their targeted completion dates and we
remain confident that the guality of units we
are producing, together with the facilities that
have been carefully integrated within each
complex, will ensure strong market interest
once we bagin our sale campaigns for each

of these projects.

The HarbourSide, Airport Railway Kowloon
Station consists of three blocks of 70-storey
residential fowers constructed above a 5-
storey car park podium. This development
will offer 1,122 residential units with gross
floor areas ranging from 96 sqm to 272 sgm,
and will be completed in the third quarter of
2003. Our marketing and sales programme
will commence in the last quarter of 2002

or first quarter of 2003,

The Hing Wah Street West development,
situated on the West Kowloon Reclamation,

HEGR
Hing Wah Street West




26 B2 iEER LT
] - Hang Lung Properties Limited

BRBEEERTEEERS
FEEHThe HarbourSideIE B BN F =

Hang Lung’s project managers move the Group’s
The HarbourSide development towards completion
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is on schedule for completion in the fourth
quarter of 2003. We have an 85%
shareholding in this development which
consists of five residential towers built over
a 3-storey carparking / retail podium and
one level basement and includes clubhouse
and recreational facilities. This development
is one of the Government’s two pilot mixed-
housing schemes. The residential towers
contain 1,616 residential units with gross
floor area ranging from 48 sg mto 119 sgm.
As part of the mixed housing scheme
requirement, about 30% of the residential
area will be returned to the Government for
sale as subsidised housing. We will market
the remainder as private flats for sale at full

market value during the first half of 2003.

Our other development on West Kowloon
Reclamation is at Hoi Fai Road where eight
blocks of 43-storey residential towers are
being built on a prime sea view site. The
development includes a three-storey car
park, office and retail podium and 4,000 sgm
detached clubhouse with recreational
facilities. The 1,823 units, which range in
size from 62 sgmto 132 sgm, are expected
to be completed in the second quarter of
2004. We have not yet set a launch date for

this project.

Foundations were laid for our development
at Hau Man Street in Ho Man Tin during
the year and superstructure work is now in
progress. This 24-storey residential tower

will provide 188 units ranging in size from
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2002 2001 %ﬁ@] Change
BERX BB HET RS
$Miflion $Million $Million %
B Turnover
YI%EE Property Leasing
HE Hong Kong 1,701.4 1,741.5 -40.1 -2
PR B A P Mainland China* 201.0 19.3 +181.7 +941
HEREYE Disposal of Investment Properties 480.8 762.4 -281.6 -37
2,383.2 2,523.2 -140.0 -6
BR#E A& A Profit before Taxation
MERE Property Leasing
BB Hong Kong 1,358.6 1,480.2 -121.6 -8
S EipNG Mainland China 169.6 30.0 +139.6 +465
HEREYE Disposal of Investment Properties 130.7 320.2 -188.5 -59
1,658.9 1,830.4 -171.5 -9
S ON Interest Income 93.0 225.2 -132.2 -59
TRER Administrative Expenses (88.6) (86.3) +2.3 +3
FRER Finance Costs (256.9) (266.2) -9.3 -3
1,406.4 1,703.1 -296.7 17
LERREEGELAF  Net Profit attributable to
Ordinary Shareholders 1,207.0 1,383.7 -176.7 -13

Y TOEEEREERETAZ T2 FE

Exciuding the Group’s attributable interest (47%) in The Grand Gateway
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55 sgmto 110 sgm and is expected to be
completed by June 2003. We will probably
put this project on the market upon its

completion due to its smaller size.
PROPERTY LEASING

Cur rental revenue is generated from
commercial, office, residential and industrial/
office sectors. In line with general market
conditions, that revenue over the past
financial year in Hong Kong decreased by
2% to HK$1,701.4 million. Our two
Shanghai projects, Plaza 66 and The Grand
Gateway, however, helped offset the
downturn by generating for us sound levels
of income at HK$201 million and HK$60
million respectively. Total rental income
therefore increased by 8% over last year.
Occupancy rates in our Hong Kong portfolio
stood at a satisfactory level of 81% with
offices and high-end residential sectors

suffering more than retail.

HONG KONG

Commercial and Retail Sector

In our commercial and retail sector, weakened
consumer confidence continues to affect
performance. Many of the structural economic
changes Hong Kong is undergoing will take
time to filtter through from the supply chain end
of the economy to the retail frontline. While this
has left traditional retail sales sectors such as
apparel and restaurants in a weak position, it
has stimulated a new niche of market operators

and encouraged a greater commitment to
marketing investments in brand extensions by
well established consumer labels.

As a result, rents are stabilising in prime
shopping locations where rental space
remains tight. However further market
consclidation is expected at secondary
locations where rents will continue to be
driven down. As most of our shopping malls
are in primary locations, they have performed

satisfactorily throughout the year.

At Fashion Isfand/Fashion Walk in Causeway
Bay rental income recorded a decrease of
1% and the occupancy level stood at 99%.
We are gradually revamping the mix of retail
outlets here and expect to achieve higher

rental rates on renewals.

The Peak Galleria recorded a 5% decrease
in rental income but average occupancy
reached 90% by the end of the financial year
after we adjusted the tenant mix to cater for
a change in the countries of origin of tourists,
The development continues to be a popular
destination for both overseas and local
visitors and is attracting a number of new

retail and service operators.

We have successfully concluded a new 10-
year lease agreement with the government
at Queensway Plaza. This, together with our
renovation programrhe, has encouraged a
revamped tenant mix and an overall increase

in rental income.

=y
Fashion Istand

WLTEES
The Peak Galleria
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Causeway Bay, the city never sieeps, is home to Hang Lung
Centre, one of the Group's premier developments. This retail
core of Hong Kong boasts superb dining and exciting shopping
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Similarly, Kornhill Plaza in Quarry Bay has
recorded 99% occupancy and a 2%
increase in rental income. This follows the
completion of major renovations and the
introduction of a large physical fitness centre
as an anchor tenant. The trade mix has been
changed and the plaza’s cinema was being

revamped during the summer season.

In East Kowloon, the success of Amoy Plaza
has reflected the changing profile of the
neighbourhood with an increasing number
of younger shoppers. Occupancy stood at
98% and rental income decreased 1%. We
have repositioned food and beverage
offerings and changed the mix of anchor
tenants. Over the coming months, new
themes will be introduced into various zones

of the plaza.

Grand Tower Arcade in Mongkek has also
undergone a change in tenant mix. A fitness
centre has taken over 4,000 sg m of space
and a reputable food chain has moved into
the entire basement food court. This has
resulted in a refreshing new look to the
shopping centre. Occupancy for the year
stood at 97%, and rental income
decreased by 13%, due to ongoing

renovation work.

Office Sector

The demand for rental office space has
continued to slacken as corporate downsizing
and restructuring impact the marketplace.

Despite this, we are pleased in general with
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the occupancy rates we have been able to

sustain throughout the last financial year.

Rental rates in Central have been adversely
affected by the over-supply of newly built
office buildings. However, rental income for
our four office buildings in Central recorded
a modest 3% increase over the previous
year's figures while occupancy rates remained
at a satisfactory 89%. These results are due
primarily to our proactive leasing policy which
was introduced in the immediate wake of the
technology bubble burst in 2000.

At Shui On Centre in Wanchai, we have
been operating in an adverse marketing
envircnment with deteriorating occupancy
rates. Accelerating failures of business,
primarily among dotcom companies, and
the lack of demand for new or expanded
space, has resulted in negative absorption.
Despite this, rental income was maintained
at the same level as last year and the

occupancy rate stood at 85%.

Hang Lung Centre in Causeway Bay
continues to reflect the locations dismal
market conditions for offices. However, by
successfully retaining our existing tenants,
we have maintained our occcupancy rate at

98% while rental income remained steady.

Leasing activity remained strong at Ritz
Building, Park-In Commercial Centre and
Hollywood Plaza in Mongkok where offices

are dominated by smaller businesses. Overall

occupancy rates were recorded at 93% while

income increased by 9%.

In Cheung Sha Wan, Park Building, which
is an industrial building converted into offices
during the last financial year, the occupancy
rate for the development’s first year of

operation stood at 60%.

Industrial / Office Sector

Demand for properties in this sector dropped
during the year due to the poor economy, the
increasing amount of properties available and
the general downward rental adjustment within
the office property sector. We have 35,000
sq m of industrial/office property space,
primarily in Kwai Chung. The overall occupancy
level at these properties during the financial
year stood at 67%. Total rental revenue
however dropped 10% to HK$24.3 miilion.

Residential Sector

The retail market for luxury residential
properties weakened noticeably during the
year. With corporations continuing to
decrease their staff housing allowances, low
to middle rental budgets dominated the

ieasing market for luxury rental apartments.

As a result, total revenue from the rental of
residential properties fell by 22% to HK$70.6

million.

The Summit on Stubbs Road on Hong Kong
Isfand received its Occupation Permit in

January 2002. This 70-storey residential tower

The Summit
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The Summit's indoor pool provides dramatic
views over Victoria Harbour — just one of the
state of the art facilities provided

in a premifer development
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with its 52 duplex (each of 302 sgm) and 2
double duplex (each of 03 sq m) apartments
is set to become a Hong Kong Island landmark.
Built on a 3,045 sg m site, each apartment
boasts its own lift lobby, double height cellings
in the living area and four-bedroom and is
equipped with state of the art appliances, home
automation and telecommunication systems.
Units were offered for lease in June 2002 and
initial response has been encouraging. The first
tenants will move into the building before the
end of 2002.

Burnside Estate in Hong Kong South
maintained its average occupancy at 93%
although rental revenue dropped by 2% from
the previous year. The turnover of tenants
in the HK$100,000 plus rental budget range
was high.

We have continued our programme of
selling units at Garden Terrace in Mid-
Levels. By the end of the fiscal year, we had
sold 83 of the 74 four-bedroom units in the

development.

Car Parks Sector

Our car park operations are regarded as
among the best in Hong Kong. We have
had a smooth year of operations as a result
of our investment in effective in-house
software and our adherence to the
internationally recognised ISO 9002 quality

system.

Total parking revenue dropped 9% to
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£% Residential
BEE/IT# Office/ Industrial 0
&5 Commercial ®

1988 1898 2000

2002

RIS Segmental Analysis

EEEEY Bew s
Gross Floor Area® Rental Revenue?
FEHHK sgm. HEI  $Milion
2002 2001 2002 2001
REYE Investment Properties
25 & Commercial 300,800 299,200 1,138.0 1,108.5
BETE Office 249,800 259,400 600.2 482.0
Ix%/85% Industrial / Office 35,000 35,000 24.3 27 1
== Residential 35,600 26,700 70.6 90.4
BRESDIEE Projects under Development
=k Commercial 44,700 44,700 — —
BT Office 64,000 56,300 — —
= Residential 367,600 382,900 — =
1,097,500 1,104,200 1,833.1 1,703.0
B8 E No. of Carparking Spaces
= Car Parks 6,272 6,261 124.2 135.9
#ET Total 1,957.3 1,838.9

4 EREFEEZEGER

including the Group’s attributable interest
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RIS D2 REYE  Geographical Analysis of Investment Properties

RIZBZZFXEZ+THA  at30 June 2002

- B#s
BEEE (FEFHK) No.of BT~/ ZE_FEFHLWAEETD
Gross Floor Area (000 sg.m.)  Carparking 2001/02 Rental Revenue ($Million)
%+ Spaces BE
C o/ R Total C o/l R CP Total
BB Hong Kong
BE Hong Kong Island
HIRNREE Central & Admiralty 101 405 — 50.6 16 108.8 154.3 — —  263.1
RS X Causeway Bay &
Wanchai 408 388 8.0 87.6 418 2183 1272 116 110 3681
LR85  Kornhil & Quarry Bay 541 373 — 91.4 1,159 1926 723 — 295 2944
WWTEREIUE  The Peak and Mid-Levels  12.5 — 183 30.8 587 41.3 — 134 98 64.5
EERE Hong Kong South — - 92 9.2 89 - — 451 — 45,1
JLBE Kowiloon
A Mongkok* 241  46.9 — 71.0 1,433 161.9 915 — 494 3028
LiE Tsimshatsui 61 111 04 17.3 — 262 440 05 — 70.7
HEAREE  Nagu Tau Kok and
Kwun Tong 606 65 — 67.1 785 266.1 1.3 — 219 2893
& Cheung Sha Wan,
EFEKEEAM  Kwai Chung & Others 45 421 — 46.6 199 25 354 — 28 40.5
o= Shanghai
BrIER* Xuhui District® 489 — — 46.9 1,100 60.0 — — — 60.0
BE Jing An District™ 411 1256 — 16687 486 603 985 — — 1588
HEt Total 300.8 3488 356 6852 6,272 1,138.0 6245 70.6 1242 1,957.3
# AEEEEZFISER C: B o BFEE/IHE R {FE CP: £Eig
Representing the Group's attributable interest Commercial Office/Industrial Residential Car Parks

* EERETYE

including property under devefopment
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Management Discussion and Analysis
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£

HK$124.2 million. This is attriouted to both
the decreasing monthly parking demand in
urban areas as a result of demographic
changes and the slow economy. Hourly
parking business however has remained
satisfactory in most of our well-located car

parks.
SHANGHAI

The financial year began with the opening
of a new key note development in Shanghai
-Plaza 66, a 52,000 sq m shopping mall with
66 storeys of offices - and verification of the
success of The Grand Gateway complex
which we opened in 1999.

The Grand Gateway is Shanghai’s largest
shopping complex and is fully leased. Hang
Lung Properties holds a 47.25% interest in
this shopping mall, which is located above
Shanghai’s largest subway station, Xujiahui

Station.

Plaza 66 at Nan Jing Xi Lu had its grand
apening in July 2001 and is practically fully-
leased. Its ground level shopping facility
features leading international brand names
such as Cartier, Chanel and Louis Vuitton
and it is attracting high traffic flows of
customers, not only from Shanghai but also
from nearby provinces. The 66-storey office
tower above is fully leased and is occupied
primarily by multinational companies. Hang
Lung Properties holds a 79% interest in
Plaza 66.

FINANCE AND
TREASURY OPERATIONS

As at 30 June 2002, the Group's consclidated
net bank borrowings (after deducting cash and
bank deposits) totalled HK$3,226 million
compared to HK$5,228 milion of last year.
The level of bank borrowings decreased as
the Group issued the first Hong Kong Dollar
Convertible Bond in the second half of the
financial year. The aggregate principal of the
bonds issued amounted to HK$3,450 million
and the purpose of the issue was to raise low
cost, fixed rate funding for the Group for a
period of five years. The Convertible Bonds
have a coupon of 3.4% and the conversion
price is HK$3 per share. On full conversion of
the Convertible Bonds, the Group’s overall

debt equity ratio is expected to be lower.

In the syndicated loan market, the Group
arranged a HK$4 billion facility equally split
into five and seven year revolving and term
loan. The facility was completed in May 2002
and received very strong support from 15
leading banks. The facility demonstrated the
strong credit rating of the Group and the
confidence of the banking community in the
Group's prudent management and financial

perfoarmance.

The Group’s undrawn banking facilities
together with bank deposits as at 30 June
2002 amounted to HK$8,538 million, which
comprised HK$3,146 million bank deposits,
HK$4,042 million committed facilities and

[AR220211) ll"!ll""!‘ !—

BEES L&
Plaza 66, Shanghai
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HK$1,350 million demand facilities. The
ample financial resources available to the
Group will provide adequate funding for the
Group’s operational and capital expenditure

requirements.

The Group’s bank borrowings are unsecured
and it is the Group’s policy to lengthen its
debt maturity profile by refinancing its debts
with medium te long-term committed facility.
Of the total bank borrowings as at 30 June
2002, 5% is repayable within one year, 64%
is repayable between 1 to 4 years and 31%

is repayable between 4 to 7 years.

Borrowing methods used by the Group
include syndicated loans, term loans,
floating rate notes and revolving facilities
denominated mainly in Hong Kong dollars.
The interest rates for most of these
borrowings are floating rate, fixed by
reference to the Hong Kong Interbank
Offered Rate. The Group employs interest
rate swaps when appropriate to hedge its
floating rate interest exposure. As at 30 June
2002, 20% of the Group's borrowings are
hedged to fixed interest rates.

EMPLOYEES

We place a high level of value on the skills,
motivation and commitment of our staff
across all disciplines of work. Hang Lung
Properties primarily obtains its staff from
Hang Lung Group on a cost reimbursement

basis. Over the past year, 813 Group

employees have worked on Hang Lung
Properties business in Hong Kong. Another
213 people have been employed on our

Shanghai-based projects.

Qur human resources focus over the past
year has been t0 enhance competency
levels among staff and to improve levels of
customer service. A number of new training
programmes have been introduced,
primarily focusing on language skills.
Building management perscnnel and car
park attendants participated in practical
English language courses that were created
to meet the demands of their respective
workplaces. A practical Putonghua course
for car park attendants was also introduced.
Staff members who participated in a
beginners Putonghua course last year
advanced to an intermediate version of the
course during the year. Other staff training
courses focused on safety issues,
reinforcing Hang Lung Properties’
commitment to safety for both employees

and the users of our properties.

We continue to recognise the importance of
nurturing a community spirit among staff
members. A number of “off-site” functions were
organised including a 2-day tour of Shenzhen,
Dongguan and Guangzhou for staff members
and their families. Our Sports Association
prepared a wide ranging programme of events
including a night carnival at Ocean Park and
an orienteering competition, organised with

Meédecins Sans Frontieres. Mahjong and

bowling competitions proved popular. So too

were special interest cookery classes.

We are confident that we have ended the
financial year with a team of employees that
are committed to the company and to the
values and standards that have become

integral to our operations.
SOCIAL RESPONSIBILITY

At Hang Lung, we are serious about our
social responsibility to the communities within
which we operate. This support is both
tangible and visionary and covers a broad
spectrum of fields from the environment and
education through to health, child care and

activities for young people.

Because we have adopted a long term
outlook to our work in these areas, it is
impossible to assess results on an annual
basis. However, we are developing a
strategy that will increase our involvement in
youth and neighbourhood groups over the
coming years. This involvement will range
from developing career opportunities for
young people through to financial support
of worthy causes that focus on youth,
neighbourhoods and good citizenship
issues. We are cenfident that in next year's
Annual Report we will be in a position to
describe in detail concrete and tangible

results of this new strategy.
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Mr. Ronnie Chichung Chan

Chairrnan

Mr. Shang Shing Yin

Vice Chairman (Independent Non-Executive)

Mr. Nelson Wai Leung Yuen
Managing Director

Mr. Ronald Joseph Arculli, up

Independent Non-Executive Director

Aged 52, Mr, Chan joined Hang Lung in 1972, was appointed to the Board of Hang Lung
Properties Limited in 1986 and became its Chairman in 1991. He is also Chairman of Hang
Lung Group Limited and Grand Hotel Holdings Limited. Mr. Chan serves on the Board of
Directors of Standard Chartered PLC. He is a Vice-President of The Real Estate Developers
Association of Hong Kong, Chairman of the Hong Kong - United States Business Council
and of Asia Business Council, a Vice Chairman of the Asia Society and Chairman of its Hong
Kong Center and a Governor of the East-West Center. Mr. Chan also serves on the governing
or advisory bodies of several universities and think-tanks in Hong Kong and beyond. He has
an MBA from the University of Southern California, U.S.A.

Aged 71, Mr. Yin joined Hang Lung in 1970 and was appointed to the Board of Hang Lung
Properties Limited in 1980. A past Managing Director, he has been the Vice Chairman since
1892. He has over 20 years of experience in the fields of property investment and development
and is a qualified banker with a Banking Diploma from The Chartered Institute of Bankers in
London, U.K. Mr. Yin is also the Vice Chairman (Independent Non-Executive) of Hang Lung
Group Limited and Grand Hotel Holdings Limited.

Aged 51, Mr. Yuen has been with Hang Lung since 1978 when he joined as its Financial
Controller. When Hang Lung Properties Limited became a member of Hang Lung Group in
1880, he began to assume operating responsibility in various areas of Hang Lung Properties
Limited's activities. In 1986 he became an Executive Director of Hang Lung Properties Limited
and was appointed Managing Director in 1992. Prior to joining Hang Lung, Mr. Yuen practised
public accounting for four years in England and in Hong Keng. He is a graduate of the University
of Manchester, U.K., a Fellow of The Institute of Chartered Accountants in England and
Wales and an Asscciate of the Hong Kong Society of Accountants. Mr. Yuen holds several
public and industry - related positions including being a Director and Member of the Executive
Committee of The Real Estate Developers Association of Hong Kong, a Member of the Hong
Kong Housing Society, and a Member of the Land Sub-committee of the Land and Building
Advisory Committee. Mr. Yuen is also the Managing Director of Hang Lung Group Limited
and Grand Hotel Holdings Limited.

Aged 63, Mr. Arculli joined the Board in 1980. Mr. Arculli is a practising solicitor and was a
Member of the Legislative Council of Hong Kong from 1988 to 2000, representing the Real
Estate and Construction functional constituency between 1991 and 2000. He has a
distinguished record of public service on numerous government committees and advisory
bedies. Mr. Arculliis an Independent Non-Executive Director of Grand Hotel Holdings Limited
and a director of several other major local companies.
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Ms. Laura Lok Yee Chen Aged 53, Ms. Chen joined Hang Lung in April 1997, has been involved in the financial services
Non-Executive Director industry for over fifteen years locally and in the U.S.A., and since 1993 has been a director of

the Sterling Group, a private investment entity, Both Ms, Chen and her company Sterling

Asset Management (BVI) Limited are registered as Investment Advisers by the Securities and

Futures Commission under the Securities Ordinance, and actively manage investments in

global capital markets, in particular in developing countries. Ms. Chen holds an MBA from the

George Washington University in Washington, DC, and a post-graduate certificate in

International Banking from the University of Virginia. Ms. Chen also serves on the boards of

several companies and actively participates in charitable and voluntary services. Ms. Chen is

also a Non-Executive Director of Hang Lung Group Limited and Grand Hotel Holdings Limited.

Dr. Hon Kwan Cheng, GBS, JP Aged 75, Dr. Cheng joined Hang Lung in 1983. Dr. Cheng obtained an engineering degree
Independent Non-Executive Director from Tianjin University and a post-graduate diploma from Imperial College, London, U.K., of
which he is a Fellow. He is a past President and Honorary Fellow of The Hong Kong Institution
of Engineers, Fellow of the Hong Kong Academy of Engineering Sciences, and past Vice
President and Fellow of The Institution of Structural Engineers, U.K. An Authorised Person
and Registered Structural Engineer in Hong Kong, Dr. Cheng holds a number of directorships.
He has been a Member of both the Executive and Legislative Councils. Among his current
public posts, he is Chairman of the Hong Kong Housing Autherity and the Transport Advisory
Committee. Dr. Cheng is also an Independent Non-Executive Director of Hang Lung Group
Limited and Grand Hotel Holdings Limited.

Mr. Wilfred Sai Leung Ho Aged 64, Mr. Ho joined Hang Lung Group Limited in 1977, and became an Executive Director
Executive Director in 1993. He was appointed as an Executive Director of Hang Lung Properties Limited in
August 2000. Mr. Ho has a Bachelor's degree in Architecture from the University of Hong
Kong and is a Member of the Royal Institute of British Architects, the Royal Australian Institute
of Architects and The Hong Kong Institute of Architects. He is a Registered Architect in the
United Kingdom and Australia, and an Authorised Person (List 1) in Hong Kong. Prior to
joining Hang Lung, Mr. Ho was an architect with the Hong Kong Government. Mr. Ho is also
an executive director of Hang Lung Group Limited.




1B ERRAE
Hang Lung Properties Limited

BRERR
BUABITEE

RETEE
HITES

BERRAFAT=R R ANN\ENABZRABEINITES - BHREXREE
MEEABRREABAREIHE  BABETNAZINEREERABEHE -
WHEZRRENRER  2FEEEEQEARPLOREIME  EREEAAEFE
AREARERTTEETEURRERERGNESR - BHEARATFEEAIEES
SEREECHERE  VERBLERNHEANE FRLELHAZES  BEE
REZ8E€ HEFE M AFHRZES  BEFRUESHKEEZEERTERE
g URBEERAAEEEZREINE °

RAERFEN+ 5 ROZT-FNRERLATRTES - MEEEN  RELER
R NAN=ZFRERESRBEREERDFZDTESRMBRE - STEREBME
REMBVABZMBRE ETRHIBBRSE  £EHE  BEZRIBHESFRKS
FrEMES o 2 BT - REERRERBKESTMEFHAMETERNREER - =B
RERBBNAXEHNMLEEE KRN HARTAZETEU R TNEHEL
MAZIEERELEN - REENAEEEEERARARERHEEREERLRZ
HITES -



HEEN
Profile of Directors

Professor Pak-Wai Liu
Independent Non-Executive Director

Mr. Terry Sze Yuen Ng

Executive Director

Aged 53, Professor Liu joined the Board as an Independent Non-Executive Director in 1998.
Educated at Princeton University and Stanford University, U.S.A., Professor Liu is Professor
of Economics and Pro-Vice-Chancellor of the Chinese University of Hong Kong. He holds a
number of positions related to his field of study, including Research Director of the Hong
Kong Centre for Economic Research, Director of the Hong Kong and Asia-Pacific Economies
Research Programme of the Hong Kong Institute of Asia-Pacific Studies, and Secretary General
of the East Asian Economic Association. Professor Liu is a Founding Member of the Hong
Kong Committee on Pacific Economic Co-operation. He serves on many government advisory
bodies and is currently a Member of the Economic Advisory Committee, the Commission on
Strategic Development, the Task Force on Employment, the Council of Advisors on Innovation
and Technology, the Process Review Panel for the Securities and Futures Commission and
the Skills Upgrading Scheme Steering Committee.

Aged 42, Mr. Ng has been with Hang Lung as an Executive Director since 2001. Prior to
joining Hang Lung, Mr. Ng was the Executive Director and Chief Financial Officer of Giordano
International Limited, where he had worked since 1993. Mr. Ng has also worked in the Finance
Division and Listing Division of The Stock Exchange of Hong Kong Limited for more than five
years. During his time there, Mr. Ng was seconded to the Listing Group of the London Stock
Exchange. Prior to that, he gained extensive experience in the auditing field at
PricewaterhouseCoopers. Mr. Ng is a member of CPA Australia and holds a Bachelor of
Commerce degree from the University of New South Wales, Australia, as well as a Master of
Business Administration degree from the Asia International Open University. Mr. Ng is also an
Executive Director of Hang Lung Group Limited and Grand Hotel Holdings Limited.
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Mr. Robin Sik Wing Ching
Company Secretary &
Assistant Director — Finance

Aged 52, Mr. Ching joined Hang Lung in
1988 as Group Financial Controller and was
appointed Assistant Director - Finance in
2002, having been appointed Company
Secretary of Hang Lung Properties Limited
in 1991. He holds a Bachelor of Business
degree from Australia, is a Fellow of The
Association of Chartered Certified
Accountants, The Chartered Institute of
Management Accountants, The Institute of
Chartered Secretaries and Administrators,
the Hong Kong Society of Accountants and
The Taxation Institute of Hong Kong, an
Associate of The Chartered Institute of
Bankers, and a Certified Practising
Accountant of CPA Australia.

Ms. Lana Anna Howell
Assistant Director — Leasing & Management

Aged 46, Ms. Howell joined Hang Lung in
1994. She holds a Bachelor’'s degree in
Applied Geography from Canada,
specialising in Rezl Estate Development and
Retail/Commercial Location Analysis. She
also has an Executive MBA degree jointly
awarded by Kellogg School of Management
of Northwestern University in the U.S.A. and
The School of Business and Management
of the Hong Kong University of Science and
Technology. Ms. Howell has over 20 years
of international leasing and property
management experience, and has earned
the professional designation of Certified
Leasing Officer from the Real Estate Institute
of Canada.

Mr. William Pak Yau Ko

Assistant Director — Project Management

Aged 43, Mr. Ko joined Hang Lung in 1994
as Senior Project Manager and was
appointed Assistant Director in 2002 with
responsibility for project management. He
has a Bachelor of Arts degree (Hons.) and
a Bachelor of Architecture degree (Hons.)
from the University of Liverpool, U.K. He is
a Member of the Royal Institute of British
Architects and The Hong Kong Institute of
Architects. He is a Registered Architect in
the United Kingdom and Hong Kong. Prior
to joining Hang Lung, Mr. Ko practised
architecture in the United Kingdom, U.S.A.
and Hong Kong.

Mr. Wilson Wong

Assistant Director - Marketing

Aged 52, Mr. Wong worked in Hang Lung
in the 1970s and rejoined in 1982, He holds
a Bachelor of Science degree from the
University of British Columbia, Canada, and
post-graduate qualifications from the same
university in Urban Land Economics and
Mortgage Lending.
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Profile of Senior Executives

Ms. Fiona Kit Tuen Chan
Senior Property Manager

Aged 37, Ms. Chan joined Hang Lung in 2001
as Senior Property Manager, having previously
worked in other property companies in Hong
Kong and Canada. She has a Bachelor's
degree from the University of British Columbia,
Canada, and an Executive MBA degree jointly
awarded by Kellogg Schoo! of Management
of Northwestern University in the U.S.A. and
the Hong Kong University of Science and
Technology.

Mr. Henry Kam Ling Cheung
Senior Property Manager

Aged 46, Mr. Cheung joined Hang Lung as an
Executive Assistant in 1983. He moved into
property management in 1984 and was
promoted to Senior Property Manager in 1994.
Mr. Cheung has a Bachelor’s degree in
Economics from the University of Victoria,
Canada and an MBA degree from the Southem
llinois University, U.S.A.

Ms. Raina Kit Hung Choy
Senior Property Manager

Aged 48, Ms. Choy joined Hang Lung in 2001
as Senior Property Manager, bringing with her
experience in the real estate field. She has a
Bachelor of Business Administration degree
from Newport University, U.S.A.

Mr. Roy Poon Kwong Ho

Senior Project Manager

Aged 51, Mr. Hojoined Hang Lung as a Property
Manager in 1992, and has been regponsible
for projects in Mainland China since 1923, He
was promoted to Senior Project Manager in
February 2002. Mr. Ho holds a Doctorate from

Mr. tvan Tak Wa Kung

Senior Project Manager

Aged 37, Mr. Kung joined Hang Lung as a
Project Manager in 1996, and was
promoted to Senior Project Manager in
2000. Mr. Kung is a Registered Architect
and Authorised Person (List of Architects)
in Hong Kong and a member of the Hong
Kong Institute of Architects and the Royal
Institute of British Architects. He holds
Bachelor of Arts and Bachelfor of
Architecture degrees from the University of
Hong Kong.

Ms. Eileen Po Chu Lee
Senior Property Manager

Aged 41, Ms, Lee was educated in Hong
Kong and joined Hang Lung as an Assistant
Property Manager in 1988. She was
promoted to Property Manager in 1990 and
to Senior Property Manager in 1994,

Ms. Velencia Lee
Senior Corporate Finance Manager

Aged 37, Ms. Lee joined Hang Lung as
Accounting Manager in 1897, was
promoted to Group Chief Accountant in
2000 and has been Senior Corporate
Finance Manager since April 2002, having
previously worked in the finance and
auditing field in Londeon and Hong Kong. Ms.
Lee, a graduate of the Imperial College of
Science and Technology, London, U.K., is
an Associate of the Institute of Chartered
Accountants in England and Wales.

Mr. Lawrence Yiu Ming Mak
Senior Property Manager

Aged 50, Mr, Mak was educated in Hong
Kong and joined Hang Lung in 1898. He
has over 25 years of experience in the
property field in Hong Kong and Australia,
and is a member of the Hong Kong Institute
of Real Estate Administration.

Mr. Siu Yu Wai
Senior Property Manager

Aged 37, Mr. Wal joined Hang Lung as
Senior Property Manager in January 1999,
after serving for a number of years as
General Secretary of The Real Estate
Developers Association of Hong Kong. Mr.
Wai holds a Bachelor’s degree in Social
Science from the Chinese University of Hong
Kong.

Mr. Francis Soon Weng Yip

Senior Project Manager

Aged 57, Mr. Yip joined Hang Lung in 1987
as a Development Manager, was promoted
to Senior Property Manager in 1989 and has
been a Senior Project Manager since 1893.
He has a Bachelor's degree in Surveying
from the University of Queensland, Australia,
and a Diploma in Management Studies from
the Singapore Institute of Management.
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The financial year began with the opening of a new key note development in

Shanghai -Plaza 66, a 52,000 sq m shopping mall with 66 storeys of offices -

and verification of the success of The Grand Gateway compliex which we

opened in 1999.
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Plaza 66, Nan Jing Xi Lu

REKIE — HEES
The Grand Gateway, Xujiahui

Plaza 66, Nan Jing Xi Lu

Plaza 66 at Nan Jing Xi Lu had its grand
opening in July 2001 and is practically fully-
leased. Its ground level shopping facility
features leading international brand names
such as Cartier, Chanel and Louis Vuitton
and it is attracting high traffic flows of
customers, not only frorn Shanghai but also
from nearby provinces. The 66-storey office
tower above is fully leased and is occupied
primarily by multinational companies. Hang
Lung Properties holds a 79% interest in
Plaza 66.

The Grand Gateway, Xujiahui

The Grand Gateway is Shanghai's largest
shopping complex and is fully leased.
Hang Lung Properties holds a 47.25%
interest in this shopping mall, which is
located above Shanghai's largest subway

station, Xujiahui Station.
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(A) TEHRREPYE

Major Properties Under Development

ﬁﬂﬁ@?z

33%‘2%3

KRBT -_FA=+H

at 30 June 2002

Eﬁzlﬁéﬁx FEET ﬁ)Z B Hﬂ

E@E% @FE {E%m
(FEFH) (FFFAHK) (Ba%)

Group’s Expected
o2k Site Main Total Gross  Attributable Stage of  Completion
Location Area Usage  Floor Area Interest Compiletion Date

(sq.m.) (sg.m.) (%)
' ENEE
- West Kowloon
The HarbourSide 13,386 R 128,845 100 BELE 2003
W HAEREE T LEERHER 110805 Superstructure
KIL 11080,
1 Austin Road West
PP - BB ANIEERE3385 14,900 R 96,850 85 BELE 2003
NKll_ 6338, Hing Wah Street West C 22,350 Superstructure
VR - NUBERER 111525% 20,200 R 131,300 100 BErE 2004
KIL 11152, Hoi Fai Road C 20,200 Superstructure
i
Rope::
- Ho Man Tin
FZRA - EAMDE11122% 1,420 R 10,654 100 BEEEE 2003
KIL 11122, Hau Man Street C 2,131 Superstructure
i ;
‘ Shanghal !
Eiw 31,100 0 81,000 79 oT2 2005
R 1266 EEES ARl
Plaza 66, 1266 Nan Jing Xi Lu, Planning
Jing An District
CHESZEFTEEERERREEERENY c EE o BTE Oz BEEE=E R EE
* About 30% of the residential area will be allocated to Home Ownership Scheme Commercial Office Office Tower 2 Residential

X
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(B) TEREMHE

Major Investment Properties

MBS

Location

&7 Hong Kong

PIRR &
Central and Admiralty

32 E R B
Lease Expiry

RIBEE_EXA=+H
at 30 June 2002

BEERE (FHK) Gross Floor Area (sq.m.)

A

Commercial

BYET%
Office/Industrial

=
Residential

BEE
No. of Carparking
Spaces

BEF oS EIRTT -
AHBER 33957

Printing House,

6 Duddell Street, 1L339

HERE FANLE —RITPL
RIHEER 7 310%%

Chekiang First Bank Centre,

1 Duddell Street, IL7310

ERE225RER T -

P ER 64455

Baskerville House,

22 Ice House Street, 1L644

EEE T 4-4AFUB T IRITRE -
EEHMEN103RAR BB
Standard Chartered Bank Building,
4-4A Des Voeux Road Central,
Sections A&B of ML 103

TEE RS ER
Queensway Plaza,
93 Queensway

2848

1,709

5,980

2848

9,007

2880

1,473

3,379

2854

4,814

23,730

2012

6,923
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Major Investment Properties continued

HhEh 3t 2R & o

Location

L ease Expiry

R-ZEZE-EXA=1H
at 30 June 2002

BEEE (EFHH) Gross Floor Area (sq.m.)
HE  BTE I F=E Bu$E

Commercial Office/industrial Residential  No. of Carparking
Spaces

HEEREr

Causeway Bay and Wanchai

BEFE2-205 BEHR L

P ER 52485 R 749%%

Hang Lung Centre, 2-20 Paterson Strest,
L5624 & IL749

2864

8,613 22,161 —_ 126

BiEEE - BEE - f2ARRE -
MEE - RTEE - S48
B ER 23198 R 525T

BB 4605% &2 4705k

Causeway Bay Properties,

Paterson Street, Houston Street,
Great George Street, Cleveland Street,
Kingston Street, Gloucester Road,
ML231, ML52, L4689 & 1L470

2842, 2864
& 2868

31,072 — 7,935 —

EEBE1REEE

A3 ER 856055

Park Towers, 1 King’s Road,
IL 8560

2060"

1,101 — — 250

BRIEG-8 IR E P A 5E281E -
R ER 86335k

15/F-28/F, Shui On Centre,

6-8 Harbour Road, 1L8633

2060

- 16,722 — 42
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Major Investment Properties continued

HE

Location

b 22 A HR
Lease Expiry

RZZZEZF,A=18H

EEmE (FHK) Gross Floor Area (sq.m.)
EE  ETe L =

Commercial Office/Industrial Residential

at 30 June 2002

B EH
No. of Carparking
Spaces

 BLERRAE
' Kornhill and Quarry Bay

FILE1-25 e ES -
Atb Ez 856657
Kornhill Plaza, 1-2 Kornhill Road, L8566

HEBTMRELED L - AHER3507TH
Stanhope House, 734 King's Road, IL3507

2069”

53,080 10,577 —

1,069

ER¥WE
' The Peak and Mid-Levels

2007~

1,051 26,720 —

IWTEE18SRILTEESS -
B ET 357
The Peak Galleria, 118 Peak Road, RBL3

EEBIEEE2-IFRE_E -
A3 EZ 89655 K 28505

Block 2, Nos. 2&3 Garden Terrace,
Garden Road, I1L896 & 1L.2850

AEEBAICHREE - AHBERBBTO%W
The Summit, 41C Stubbs Road,
L8870

BBEE
- Hong Kong South

2047

70

12,500 - —

2003"
& 2886

— — 3,073

40

2047

— — 15,225

54

ESEOREE -
TR ER 90454

Burnside Estate, 9 South Bay Road,
RBLS94

2072

— — 9,212

89
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Major Investment Properties continued at 30 June 2002

EEEE (FFK) Gross Floor Area (sq.m.)

2k b 22 [ o F 2 EE BT I F= BB
Location Lease Expiry Commercial Office/industriat Residential  No. of Carparking
Spaces
_; iy
- Mongkok
BHE688RAE AR LE 8 2060 50 2,356 — —
FUBERHER 126255

Argyle Centre, Phase |,
688 Nathan Road, KIL1262

BHEE27-64 1AL BIE RS 2060 13,041 — _ —
JLBEMHLER 1024658

Grand Tower Arcade,

627-641A Nathan Road, KIL10246

FBUEC2SSHBATAE 2060 1,629 8,614 —_ —
FLBEAHEER 1023455

Ritz Building,

625 Nathan Road, KIL10234

BRE1112-11205 BB AE - 2045* — — — 955
NEERHBEROT 085K

Hang Tung Building,

1112-1120 Canton Road, KIL9708

BT H6FABREER O 2044* 6,297 29,966 —_ 478
FLBEN B ER95905%

Park-tn Commercial Centre,

56 Dundas Street, KILZ580

BHESI0ORATEEFHEPL 2047 9,136 17,974 — —
JUBEIEER 110245%

(FEFEERRAFZEDZZ+=8=Z)

Hollywood Plaza,

610 Nathan Road, KIL11024

(Group’s interest 33.3% thereof)
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Major Investment Properties continued

HoER o 32 E s F R

ocation

Lease Expiry

PN
EALE!

Tsimshatsui

RommE-—&£xA=+8

REEIE (FAK) Gross Floor Area (sq.m.)
wmE  BTE I E2=

Commercial Office/Industrial Residential

at 30 June 2002

BRIEE
No. of Carparking
Spaces

BERLEBFARWPL
NBERHER 772558 & 80265%
Grand Centre, 8 Humphreys Avenue,
KIL7725 & KIL8026

2038

3,688 7,198 —

BEE221B-EFEEHEXE -

BEIHDER 1061955 52813255
Hanford House, 221B-E Nathan Road,
KIL10619 & KIL8132

2037

2,443 3,892 —

 GEARBE
. Ngau Tau Kok and Kwun Tong

SRAETTRARES
HLBENMRER SIS » 14825 -

26605% %39475%

Amoy Plaza, 77 Ngau Tau Kok Road,
NKIL53, NKIL1482, NKIL2660 & NKIL3947

2047

44,951 — —

CHBRAETRARIEPL

AN 174458
Amoycan Industrial Centre,
7 Ngau Tau Kok Road, NKIL1744

2047

— T TTeB4Ar —

RREBEEWES

T BE R HLERB0555R

Laguna Plaza, Cha Kwo Ling Road,
NKIL8055

2047

15,619 — —

165
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Major Investment Properties continued

IR E W
Lease Expiry

HEE

Location

R

- Cheung Sha Wan and Kwai Chung

FULE476R A EAE - 2047
FFVBEAIMEER17615%
Park Building,476 Castle Peak Road,

NKIL1761

BEBEE (EAK) Gross Floor Area (sq.m.)

=
Residential

EEz

Commercial

BEFRIE
Office/Industrial

13,522

NZZEE-_EXA=+H

at 30 June 2002

BB
No. of Carparking
Spaces

Z2ILBHEICEIA1 - 1A2 - 5A ~ 6A -
BBR7SES  REL 45 RER 33365
Shops 1A1, 1A2, A, 6A, BB & 7,
Laichikok Bay Garden, Lai King Hill Rocad,
Lot 3336 of SD4

2047

4,512

B ILE443-4515 AT AR -

L EH 2455 1 ERBO0SFAR

Star Centre, 443-451 Castle Peak Road,
Section A of Lot 690 in DD445

2047

28,512

- £ Shanghai

RER

BREUBRIREEES
(EEFERRREFZ B ZOEE_FR)
The Grand Gateway, 1 Hong Qiao Lu,
Xujiahui, Xuhui District

(Group’s interest 47.25% theraof)

2043

99,200

BTE 2044
BREK 12665 BEES

(BB ERERAREPZESZ 1)

Plaza 66, 1266 Nan Jing Xi Lu, Jing An District

(Group's interest 79% thereof)

YRR
* With an option to renew for a further term of 75 years

52,000 78,000

CEOERERR BT BE-ESABTEZMSUA  ABERNEREEN —F - EREXEE -
** The Group is now entitled to rental on 22,107 sq.m. of office area.

The rights to rental entitiement in the remaining area will revert to the Group in 2012,
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Report of the Directors

The directors have pleasure in submitting their report together with the audited accounts for the year ended 30 June 2002.

Principal Activities

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

An analysis of the Group’s turnover and trading results by business and geographical segments
is set out in Note 2 on the Accounts.

Principal Subsidiaries and Jointly Controlled Entities

A list of principal subsidiaries and jointly controlled entities, together with their countries of
operations and incorporation and particulars of their issued share capital/registered capital, is
set out in Notes 32 and 33 on the Accounts.

Financial Results
The profit of the Group for the year ended 30 June 2002, and the state of affairs of the
Company and of the Group at that date are set out in the Accounts on pages 87 to 134.

A summary of the results and of the assets and liabilities of the Group for the last ten financial

years is set out on pages 4 and 5 .

Dividends

The directors now recommend a final dividend of 29 cents per ordinary share which, together
with the interim dividend of 11 cents per ordinary share paid on 28 March 2002, makes a total
of 40 cents per ordinary share in respect of the year ended 30 June 2002. The proposed final
ordinary dividend, if approved by the shareholders at the Annual General Meeting on 22
November 2002, will be paid on 29 November 2002 to sharehclders whose names appear
on the Register of Members on 15 November 2002.

Change of Company Name

In order to better reflect the main business activities of the Company and to enable the
investors to have an easy recognition of the Company as part of the Hang Lung Group which
is engaged In property business, the name of the Company was changed to Hang Lung
Properties Limited. The Certificate of Incorporation on Change of Name was issued by the
Registrar of Companies on 27 December 2001,
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Share Capital
Details of movements in share capital of the Company during the year are set out in Note 21
on the Accounts.

Convertible Bonds of Subsidiary

During the year an aggregate of HK$3,450,000,000 3.4% convertible bonds (“the Bonds”)
due in March 2007 were issued by the Company’s subsidiary and were listed on the
Luxembourg Stock Exchange. The purpose of the issue was to finance the Group's general
corporate and working capital. Details of the Bonds are set out in Note 17 on the Accounts.

Purchase, Sale or Redemption of Listed Securities

During the year, the Company repurchased a total of 1,779,500 ordinary shares of HK$1.00
each of the Company on The Stock Exchange of Hong Kong Limited, details of which are
shown in Note 21 on the Accounts. All of these shares had been cancelled by the Company
upon repurchase. The directors considered that the aforesaid share repurchase has resulted

in enhancement of the net asset value per share then in issue.

Save as aforesaid, the Company and its subsidiaries had not purchased, sold or redeemed

any of the Company’s listed securities during the year.

Reserves
Movements in the reserves of the Company and of the Group during the year are set out in
Note 22 on the Accounts,

Donations
Donations made by the Group during the year amounted to HKS0.5 million (2001: Nil).

Bank Loans and Overdrafts
Particulars of bank loans and overdrafts of the Company and of the Group as at 30 June
2002 are set out in Note 15 on the Accounts.

Borrowing Costs Capitalisation
Borrowing costs capitalised by the Group during the year amounted to HK$192.0 million
(2001: HK$247.8 million).

Fixed Assets

Movements in fixed assets during the year are set out in Note 9 on the Accounts.
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Report of the Directors

Major Group Properties
Details of major properties under development and major investment properties as at 30

June 2002 are set out on pages 59 to 65.

Major Supptliers and Customers

During the year, both the percentage of purchases attributable to the Group’s 5 largest suppliers
combined and the percentage of turnover or sales attributable to the Group's 5 largest customers
combined were less than 30% of the total purchases and tumover or sales of the Group respectively.

Directors
The names of the directors of the Company as at the date of this report are as follows and
their brief biographical details are set out on pages 42 t0 47 .

Length of
Name Position Held Age Directorship (in years)
Ronnie C. Chan Chairman 52 16
S.8.Yin Vice Chairman 71 22
Nelson W.L. Yuen Managing Director 51 16
Ronald J. Arculli Director 63 22
Laura L.Y. Chen Director 53 5
H.K. Cheng Director 75 9
Wilfred S.L. Ho Executive Director 64 2
P.W. Liu Director 53 4
Terry S.Y. Ng Executive Director 42 1

Mr. Affred H.K. Li had resigned on 31 October 2001. Mr. Terry S.Y. Ng who was appointed a
director on 1 November 2001, had been re-elected as a director at the Annual General Meeting
held on 23 November 2001.

In accordance with Articles 103, 104 and 118 of the Company'’s Articles of Association,
Messrs. Ronnie C. Chan, S.S. Yin and H.K. Cheng retire by rotation and, being eligible, offer

themselves for re-election.

The appointments of non-executive directors are for specific terms which caincide with their
expected dates of retirement by rotation in accordance with the provisions of the Company's
Articles of Association.

Service Contract
No directar proposed for re-election at the forthcoming Annual General Meeting has a service
contract with the Company, its holding company or any of their subsidiaries which is not
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determinable within one year without payment of compensation (other than statutory compensation).

Directors’ Interests in Contracts

No contract of significance to which the Company, its holding company or any of their
subsidiaries was a party and in which a director of the Company was materially interested,
whether directly or indirectly, subsisting during or at the end of the year.

At no time during the year was the Company, its holding company or any of their subsidiaries a
party to any arrangements to enable the directors of the Company to acquire benefits by means
of the acquisition of shares in or debentures of the Company or any other body corporate, apart
from the employee share option scheme of its holding company, Hang Lung Group Limited.

Compliance with the Code of Best Practice
During the year, the Company has complied with the Code of Best Practice as set out in Appendix
14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

Directors’ Interests in Shares

As at 30 June 2002, the interests of each director and their associates in the issued share
capital of the Company and its associated corporations as recorded in the register required to
be kept under Section 29 of the Securities (Disclosure of Interests) Ordinance or as otherwise
notified to the Company and The Stock Exchange of Hong Kong Limited pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies are set out on Table 1.

During the year, none of the directors and their respective spouses and children under 18
years of age had been granted any rights to subscribe for shares or debentures of the Company.

Substantial Shareholders’ Interests in Shares

As at 30 June 2002, the interests of every person, other than directors of the Company, in the
issued share capital of the Company as recarded in the register required to be kept under
Section 16(1) of the Securities (Disclosure of Interests) Ordinance are set out on Table 2,

Auditors
A resolution for the re-appointment of KPMG as auditors of the Company until the conclusion of
the next Annual General Mesting is to be propased at the forthcoming Annual General Mesting.

By Order of the Board
Robin S.W. Ching
Secretary

Hong Kong, 28 August 2002
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Table 1 : Directors’ Interests in Shares
AT The Company
BREE—TT2 TBERGL
Ordinary Shares of $1.00 each
BN B NEIERE Hihigm
i = Name Personal Interests Family Interests Corporate Interests ~ Other Interests
BR(=  Ronnie C. Chan — — _ _
BEmZE  S.S.Yin — — — —
=R Nelson W.L. Yuen — — — —
E=HE  Ronald J. Arcull 14,737 — 709,609 —
BREEYNS  Laura LY. Chen — — — —
EEYS  HK Cheng — — — —
AR Wilfred S.L. Ho — — — —
EARE  PW. Lu — — — —
2L Terry S.Y. Ng — — _ _
B2 EBAPR AT Hang Lung Group Limited
EBREE—TZRAE i1 BrEr
Shares of $1.00 each ~ Share Options* -
EAER RIEER NRERE Hibsgz & AR

e

REUR
BRia B
RIER
B
e
HESH
AR
BiniE

yil
H
ol

Name

Ronnie C. Chan
S.8.Yin

Nelson W.L. Yuen
Ronald J. Arculli
Laura LY. Chen
H.K. Cheng
Wilfred S.L. He
P.W. Liu

Terry 8.Y. Ng

Personal Interests

581,775

Family Interests

Corporate Interests

508,200

Other Interests

Personal Interests

2,500,000

1,250,000

1,250,000
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Table 1 : Directors’ Interests in Shares continued

BEBHEEBERALT Grand Hotel Holdings Limited

RHHE

Number of Shares
BRI BAME R ENi T NG Hipgzs
" Name Class” Personal Interests Family Interests Corporate Interests Other Interests
FRI{Z  Ronnie C. Chan — — _ _
BAE  S.8.Vin — — — —
RERE  Nelson W.L Yuen — — — —
EfFEE  Ronald J. Arcul A 3,021 — 168,858 —
B 3,515 — 196,470 —
fR&414  Laura LY. Chen — — — —
245 HK Cheng — — — —
AR Wilfred S.L. Ho — — — —
BiE PWwW. Lu — — — —
KL TerryS.Y.Ng - — — —
1
# BATTHE notyet exercised
A FBREE-AZ Al BRG A A Shares of $0.10cach B SREE 2z [B) 2885 B: ‘B’ Shares of $0.07 each
BxR=: TERRz2RHER
Table 2 : Substantial Shareholders’ Interests in Shares
BEETERKRNEE
Number of Ordinary Shares Held |
Cole Limited o 1,765,931,170 (a)
EEEEARDF Hang Lung Group Limited 1,737,598,070 (b)
(L YN Prosperland Housing Limited 1,267,523,511 (c)
Purotat Limited 352,074,500 (c)

HiE Notes

(a) Cole Limited %8 BREEBEFEE QB RANBE A G182+ FEBHET (a) Cole Limited was deemed to be interested in 1,737,598,070 ordinary shares held by Hang Lung
BN\ FE+TREERFEEER THSSBNEeEE L+ SFREA+TZ Group Limited and its subsidiaries, which number of ordinary shares were included in the above-
E—F-HCFRZBEA - mentioned number of 1,765,931,170.

(b) BEHEERL FRBBHNENBLGFETERATFHEZ FENTHER+ZE (b Hang Lung Group Limited was deemed to be interested in the sharehoidings of its subsidiaries, viz.

AT —EE+EBRNTRERE 1,267,523,511 ordinary shares held by Prosperland Housing Limited, 352,074,500 ordinary shares
VR EBES RIS R o held by Purotat Limited, and 118,000,059 ordinary shares held by other subsidiaries.

ZFTEE—+—REBL - Purotat Limited T B2
BN ERMBLERES BT NEE

(c) BEEERREFHFES NFEER+ZE. A% 15 5% (c) The 1,267,523,511 ordinary shares held by Prosperiand Housing Limited and the 352,074,500 ordinary
LimitedBis B2 =87 F P BT R AR SRR TEHMEEEERER shares hald by Purotat Limited were included in the above-mentioned number of 1,737,698,070
LESHEZ T ESFEATNENTELTREBRZHER - ordinary shares held by Hang Lung Group Limited.
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Corporate Governance

The Company is committed to maintain high corporate governance practices and has complied
throughout the year with the Code of Best Practice as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (“the Listing

Rules”).

The following chart illustrates the Company’s corporate governance structure:

Board of Directors

Ronnie C. Chan (Chairman)
S.S. Yin (Vice Chairman)*
Nelson W.L. Yuen (Managing Director) .
Ronald J. Arculli* :
Laura L.Y. Chen*

. H.K. Cheng*
Wilfred S.L. Ho (Executive Director)
P.W. Liu*
Terry 8.Y. Ng (Executive Director)

Company Secretary }

Robin S.W. Chin . ‘ .
9 o Executive Committee of

The Board of Directors Audit Committee
Ronnie C. Chan H.K. Cheng (Chairman)*
Nelson W.L. Yuen Laura LY. Chen*
Wilfred S.L. Ho P.W. Liu*

Terry S.Y. Ng

|
]
|
|
|
Managing Director J
|
Nelson W.L. Yuen I

|

|

|

. Internal Auditor

* Independent Non-Executive Director
# Non-Executive Director
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Corporate Governance

The Board of Directors

The Board of Direclors currently comprises four executive directors and five non-executive directors, four of whom
are independent non-executive directors. Full Board Meeting is held at least twice a year to approve interim and final
results and o propose interim and final dividends. It is alsc held as and when necessary 1o discuss significant
fransactions, including issuance of debt securities, material acquisitions and disposals, and connected transactions,

if any.

All the directors have access to timely information in any form and make further enquiries where necessary. They
are responsible for ensuring continuity of leadership, development of socund business strategies, availability of
adequate capital and managerial resources to implement the business strategies adopted, adequacy of systems

of financial and internal controls and conduct of business in conformity with applicable laws and regulations.

In accordance with the Company’s Articles of Asscciation, new appointments to the Board are subject fo re-
election by shareholders at the upcoming Annual General Mesting (“AGM”). Besides, one-third of the directors
will retire from office by rotation for re-election by shareholders at the AGM. Non-executive directors are

appointed for specific terms, which coincide with their expected dates of retirement by rotation.

Executive Committee

The Executive Committee of The Board of Directors of the Company was formed in 1988. Its present members are
the four executive directors who meet regularly at least once a week to establish the strategic direction of the Company,
and to monitor the performance of management. Each of them has full understanding on determining which issues

require a decision of the full Board and which can be delegated by the Beard to the Committee or management.

Audit Committee

An Audit Committee was established by the Board in 1999, which comprises three non-executive directors,
two of whom (including its Chairman) are independent non-executive directors. Meetings are held at least two
to three times a year and are attended by external and internal auditors, finance director and company secretary.

Separate meetings with external auditors (in the absence of management) are also held as and when required.

The terms of reference of the Audit Committee include the following:

* to consider the appointment of external auditors and any questions of resignation or dismissal;

* to discuss with external auditors the nature and scope of the audit;

* 1o review the interim and final results;

* {0 discuss problems and reserva%ions arising from audits, if any;

* 1o review the internal audit programme, and to ensure that the internal audit function is adeguately resourced
and has appropriate standing within the Company; and

* to consider the major findings of internal investigations, if any, and management’s response.
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The Committee is authorised by the Board to investigate any activity within its terms of reference; to seek any
information it requires from any employee and all employess are directed to co-operate with any requests made by
the Committee; to obtain outside legal or other independent professional advice; and to secure the attendance of

outsiders with relevant experience and expertise if necessary.

Managing Director

The Managing Director is in charge of the Company's day to day management in accordance with the
instructions issued by the Board of Directors, and regulations under the Companies Ordinance. The Managing
Director chairs the mestings of the Company’s operational divisions at least once a week. He also conducts

semi-annual budget meetings with various divisional heads and the internal Auditor.

Company Secretary

All directors have access to the advice and services of the Company Secretary,who s responsible to the Board for
ensuring that procedures are followed and that applicable laws and regulations are complied with. The Company
Secretary is also a source of advice to the Chairman and to the Board on the implementation of the Code of Best

Practice.

Accountability and Internal Audit

The Company’s accounts are prepared in accordance with the Listing Rules , Companies Ordinance and also
the accounting principles generally accepted in Hong Kong. Appropriate accounting policies are selected and
applied consistently; judgements and estimates made are prudent and reasonable. The directors endeavour
to ensure a balanced and understandable assessment of the Company’s position and prospects in financial

reporting.

The Company maintains a comprehensive and effective internal control system on income and capital and revenue
expenditures. It also makes sure that the Company's assets are well protected and there is no misappropriation of
assets; that authorization by appropriate level of management has been obtained and documented for every

aspect of operations; that proper accounting records are maintained and financial information are reliable.

The Internal Auditor, who is independent of the Company’s daily operations and accounting functions, reports
directly to the Audit Committee and the Managing Director on a regular basis. He has unlimited access to
review all aspects of activities and internal contrels of the Group, and regularly conducts audits of the practices,
procedures, expenditure and internal controls. Annual budgets are prepared and are subject to Board approval
before being adopted. Results of operations against budgets are reported monthly to the Board, so as to

maintain an effective internal control system.
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Corporate Governance

Code of Conduct

The Company has adopted a corporate code of conduct since 1994 ("the Code of Conduct"), setting out
clear guidelines for staff on matters such as:

* Prevention of Bribery Ordinance;

* solicitation, acceptance and offer of advantages;

s acceptable nature and frequency of entertainment;

* proper use of proprietary information;

* handling of conflict of interest situations;

* proper usage of the Company’s assets and resources;

* restriction on loans to and from business associates; and

* personal conduct outside hours of work, including outside employment.

The Code of Conduct also sets out guidelines on matters in relation to suppliers and contractors; customers

and consumers; responsibilities to shareholders and the financial community; and employment practices.

In order to monitor and enforce the compliance of the Code of Conduct, functional managers are responsible for
ensuring their subordinates understand well and comply with the standards and requirements as stipulated.Any
violation thereof will resutt in the staff being disciplined, including termination of employment. Suspected corruption
or ather forms of criminality will be reported to the ICAC or appropriate authorities. The Company Secretary will also
answer directly to any Board member for impartial and efficient handiing of complaints received from all shareholders

and potential sharehclders; customers and consumers; suppliers and contractors and all employees of the Company.

Also, all employees above a designated level are required to complete and sign a Statement of Interest bi-
annually declaring their interest, directly or indirectly, with the Company and its subsidiaries and associated
companies, so as to make sure that all operations are managed in accordance with the highest standards of

practice and corporate governance.

Relations with Shareholders
The Company’s Annual General Meeting provides a good opportunity for communication between the Board
and the Company’s shareholders. Notice of the AGM and related papers are sent to shareholders at least 21

calendar days before the meeting. 't is well participated by the shareholders.

Website
The Company’s information is accessible to all via the internet. Besides providing the traditional interim and
annual reports and the press releases, the Company’s website also includes the most updated information on

the Company including properties available for sale and let, major corporate events, most frequently asked
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REPORT OF THE AUDITORS
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To the Shareholders of Hang Lung Properties Limited
{incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 87 to 134 which have been prepared in accordance
with accounting principles generally accepted in Hong Kong.

Respective Responsibilities of Directors and Auditors

The Hong Kong Companies Ordinance requires the directors to prepare accounts which give a trug
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.

It is our responsibility to form an independent opinion, based on our audit, on those accounts and to
report our opinion to you.

Basis of Opinion

We conducted our audit in accordance 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 policies are appropriate to the Company's and the Group's circumnstances, consistently
applied and adeguately disclosed.

We planned and performed our audit o as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence 1o give reasonable assurance as to
whether the accounts are free from material misstatement. In forming our opinion we also evaluated the
overall adeguacy 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 30 June 2002 and of the Group's profit and 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 August 2002




ge | EEEEERAT
Hang Lung Properties Limited

LG

FINANCIAL STATEMENTS

FEWER

EEEER
FAaRERER
ERANEERFSTER

BRIGMEE

1 EEBCHEE

2 EBEERSHEN
3 BT

4 BEERBHTEEBZHS
5 HAE

6  EERREEGER
7 BRE

8 EREBREF

9 [BEEFEE

10 HIBLaER

11 AEREER

12 BHRBE

13 BEFYE

14 EHEREFREMEK
15 SRITERRES

16 FEERAREMENKE
17 EHARES

18 EAMRHREE

19 BEMLFE

20 JEREEE

21 BF

22 #E

23 HRESREXRNT
24 HRAERE

25 FE#E

26 RUBEHEBIRAET
27 BEALRS

28 GFHEA#EE

29 mEYERAA]

30 HEREF

31  HEERE

32 FEFIBLA

33 AEAQE

87
88
90
91

92
92
101
106
106
107
108
109
110
111
114
114
115
115
115
116
116
117
118
119
120
120
122
124
126
126
127
127
129
129
129
129
130
134

CONSOLIDATED INCOME STATEMENT
BALANCE SHEETS
ConsoLIpaTeD CasH FLow STATEMENT

CONSOLIDATED STATEMENT OF RECOGNISED
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1 Principal accounting policies

2 Turnover and segment information

3 Operating profit

4 Emoluments of directors and senior management
5 Taxation

6 Net profit attributable to ordinary shareholders
7 Dividends

8 Earnings per ordinary share

S Fixed assets

10 Interest in subsidiaries

11 Interest in jointly controlled entities

12 Loans and invesiments

13 Properties under development

14 Trade and other receivables

15 Bank loans and overdrafts

16 Trade and other payables
17 Convertible bonds

18 Other fong term fiabilities
19 Finance lease obligations
20 Minority interests

21 Share capital

22 Reserves

23 Notes to the consolidated cash flow statement
24 Contingent liabilities

25 Commitments

26 Retirement scheme and costs

27 Related party transactions

28 Post balance sheet event

29 Ultimate holding company

30 Comparative figures

31 Approval of accounts

32 Principal subsidiaries
33 Jointly controlled entities
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RAEWE CONSOLIDATED INCOME STATEMENT
BE—BFE_EANFS+HAIFE For the year ended 30 June 2002
LB ABEN Expressed in Hong Kong dollars
2002 2001
LI BEL BETT
Note $Million $Mitlion
BHERE Turnover 2(a) 2,383.2 2,523.2
=8N Other revenue 3 93.0 2252
EREAAREEER Direct costs and operating expenses {790.6) (744.3)
PTRER Administrative expenses (88.6) (86.3)
RETGIEBARIZEE R Profit from operations before finance costs 1,597.0 1,917.8
BTTE & Finance costs 3 (256.9) (266.2)
ERHF Operating profit 3 1,340.1 1,651.6
BiAaEREHE Share of results of jointly controlled entities 66.3 515
B T A i A Profit before taxation 2(a) 1,406.4 1,703.1
WE Taxation 5(a) (123.1) 271.1)
BB RT] Profit after taxation 1,283.3 1,432.0
DR RER Minority interests {28.0) -
1,255.3 1,432.0
BEBRRS Preference dividend 7 (48.3) (48.3)
EERARR LT Net profit attributable to ordinary shareholders 02 1,207.0 1,3837
EBRARERE Ordinary dividends 7 1,155.7 1,156.4

ERZEEZT Earnings per ordinary share 8
BN Basic
b Diuted

BRIBMI ST HARE L — 8. The annexed notes form part of these accounts.
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BALANCE SHEETS

—EE_FEXNBZ+AR At 80 June 2002
LUBRREN Expressed in Hong Kong doflars
£& Group >8] Company
2002 2001 2002 2001
B st Y- BET BEX BET
Note $Million $Million $Million $Million
BE ASSETS
EREEE Non-current assets
BEEE Fixed assets 9 26,130.7 27,9287 - 430
BN EREZ Interest in subsidiaries 10 - - 19,5728 18,3744
BENEIER Interest in jointly controlled
entities 11 1,486.0 1,449.0 - -
ERRKRE Loans and investments 12 19.5 13.9 - -
27,636.2 293916 19,5728 184174
REEE Current assets
BEGDYE Properties under development 13 8,489.9 7,290.0 - -
FRUCER SR 4L PR IR IR Trade and other recelvables 14 186.2 130.6 0.9 28
B RBITER Cash and deposits with banks 3,146.0 3,724.8 329 18.2
11,8221  11,154.4 33.8 21.0
mERE Current liabiiities
BITEFRES Bark loans and overdrafts 15 304.8 2.182.4 - 182.4
FETRRA R E AR RE Trade and other payables 16 1,430.6 1,633.2 2.9 3.9
IR Taxation 5(0) 312.5 206.3 7.2 105
FERTBAEREE Preference dividend payable 7 30.2 30.2 30.2 30.2
2,078.1 4,142 40.3 227.0
TEEE, (AF) FHE Net current assets/(liabilities) 9,744.0 7.012.3 (6.5) (206.0)
EERBEARTAE Total assets less current lizbilities 37,380.2 36,4039 19,566.3 182114
EREEE Non-current liabilities
FITER Bank loans 15 6,066.9 6,770.0 - -
BRI ES Convertible bonds 17 3,390.3 - - -
EMREEE Other long term liabilities 18 1,349.1 1,389.5 - -
10,806.3 8,159.5 - -
LERRE g Minority interests 20 461.5 386.9 - -
BESE NET ASSETS 1M 26,1124 27,8575 19,566.3 182114
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2002 2001 2002 2001
= BEET B&ET BB 5ET
Note $Million SMillion $Million $Million

BARREE CAPITAL AND RESERVES
)N Share capital 21 3,732.6 3,734 4 3,732.6 3,734.4
& Reserves 22 22,379.8 241231 15,833.7 14,477.0
AR R Sharehalders' funds 26,1124 278575 19,566.3 18211.4

=ER KRET

ErggrE HTEE

REME D ARRERZ —8b e

Nelson W. L. Yuen Terry S. Y. Ng

Managing Director Executive Director

The annexed notes form part of these accounts.
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FAEEESREREXR  Consoupated CasH FLow STaTEMENT

BE_FE_FRAZ+HILFE

BUBRBEN

For the year ended 30 June 2002
Expressed in Hong Kong dollars

2002 2001
e BET EE--Y
Note $Million $Million

ERBERECRE Net cash inflow/{outflow) from

WA CRE) 28 operating activities 23(a) 271.2 (2,845.9)
BETRRBERAE Returns on investments and servicing of finance

FEIA Interest received 95.5 236.5

FEREMEBHEESL Intsrest and other ancillary borrowing costs paid (358.9) (488.0)

SBERNER Finance lease charges paid (60.8) (62.9)

WERAEREZRE Dividends received from jaintly controlled entities 24.5 28.5

R EERRS Preference dividend paid (48.3) (48.2)

EEERRRA Ordinary dividends paid {1,155.6) (1,069.7)
RERBRBERTZ Net cash outflow fram returns on investments

Hamt2E and servicing of finance (1,503.6) (1,401.8)
g Taxation

BIBEBNEH Hong Kong profits tax paid (102.5) (568.8)
REES Investing activities

BREETEE Purchase of fixed assets (412.9) (998.0)

HERTEE Disposal of fixed assets 411.0 750.2

NG Purchase of subsidiaries - (125.0)

?E?%%%’K Mortgage loans (7.5) -

ERTEELF Advances to jointly controlled entities (26.1) (51.3)

SEFTREBEER Repayment of advances from unlisted investments 1.9 ! 2.0
BREER AL FER Net cash outflow from investing activities (33.6) (422.1)
BEMNZREREFE Net cash outflow before financing {1,368.5) (5,238.6)
BE Financing

FERITER New bank loans 7,329.0 13,122.0 |

BEHFRITER Repayment of bank loans {9,912.8) ©9,181.5)

LERETE Contributions from minarity sharsholders 30.4 211.9

BEBL 2 ERI D Capital element of finance lease (33.8) (27.7)

B2 [0 E @ AR AR 7 Repurchase of ordinary shares (13.2) -~

BITRRRE S lssue of convertible bonds 3,387.0 -
BERERAFER Net cash inflow from financing 23() 786.8 4,124.7
HeRESEEBY2RD Decrease in cash and cash equivalents (581.7) (1,113.9)
REtR—BZRER Cash and cash equivalents

ReEED at 1 July 3,722.9 4,836.8
RAAZTHZESR Cash and cash equivalents

BeEEY at 30 June 23(c) 3,141.2 3,722.9

BREME D REREZ — &0

The annexed notes form part of these accounts,
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Hang Lung Properties Limited

CONSOLIDATED STATEMENT OF
RECOGNISED GAINS AND LLOSSES

HE-SE-_FAAZ+HUFE
LUBERBER

For the year ended 30 June 2002
Expressed in Hong Kong doflars

2002 2001
BER BET
$Million $Million
EHREMERE Deficit on revaluation of investment properties {1,631.3) {401.9)
BEHEENARENE (Deficit)/Surplus on revaluation of investment properties
(RfE) /12E held by jointly controlled entities (26.5) 22.8
WEISHMBARIREEZES 2  Bxchange losses on translation of
EHER overseas subsidiaries - (2.4)
MEWBRANESERRL Net losses not recognised in the consolidated
BEFE income statement (1,657.8) (381.5)
REZ T Net profit for the year 1,255.3 1,432.0
B EREYMEMER Y Less: Realisation of capital reserve on disposal of
BEEE investment properties (125.5) (304.0)
EHRZ (BB MREE Total recognised (losses)/gains (528.0) 746.5

BRIEMTSE D ARRIR 2 — & fae

The annexed notes form part of these accounts.
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NOTES ON THE ACCOUNTS
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Expressed in Hong Kong dollars

Principal Accounting Policies
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(a) Statement of compliance

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

(b) Basis of preparation of the accounts

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

(c) Basis of consolidation

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

(d) Subsidiaries

A subsidiary is a company in which the Group, directly or indirectly, holds more than
half of the issued share capital, or controls more than half of the voting power, or
controls the compaosition of the board of directors.

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

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

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

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

(  Goodwill

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

Prior to 1 Jduly 2001, goodwill arising on acquisitions of subsidiaries and jointly
controlled entities was written off directly to capital reserves in the year in which it
arose. Negative goocawill was credited to capital reserve on consolidation.
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Expressed in Hong Kong doliars

Principal Accounting Policies coninued
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(f) Goodwill continuea

With effect from 1 July 2001, the Group adopted SSAP 30 "Business Combinations”,
and goodwill arising on new acquisitions Is recognised as an asset and amortised to
the consolidated income statement on a straight line basis over its estimated usefut
life. Goodwill is stated at cost less accumulated amortisation and any impairment
losses. To the extent that negative goodwill relates to an expectation of future losses
and expenses that are identified in the plan of acquisition, 1t is recognised in the
consolidated income statement when future losses and expenses are recognised. Any
remaining negative goodwill not exceeding the fair value of non-monetary assets
acquired is recognised in the consolidated income staterment over the weighted
average useful life of the non-monetary assets. Negative goodwill in excess of the fair
values of those non-monetary assets acquired is recognised in the consolidated
income statement immediately. Any negative goodwill not yet recognised in the
consolidated income statement is presented as a deduction from the assets in the
same balance sheet classification as goodwill.

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

The Group has taken advantage of the transitional provisions in SSAP 30 and has
made no retrospective adjustment to goodwill or negative goodwill that arose from
acquisitions prior to 1 July 2001, which were previously taken to reserves,
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Principal Accounting Policies continued
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(g) Properties

1. Investment properties

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

Properties under development are stated at cost, including borrowing costs
capitalised, if any, and professional fees, less any provision for diminution in value
which is other than temporary as considered necessary by the directors. A property
developed for rental purposes is classified as an investment property when the
construction work and development have been completed.

2. Properties under development for sale

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

2. Properties under development for sale continued

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

(h) Other fixed assets

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

2. Leased assets

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

(i) Assets acguired under finance leases

Where the Group acguires the use of assets under finance leases, the amounts
representing the fair value of the leased asset, or, if lower, the present value of the
minimum lease payments, of such assets are included in fixed assets and the
corresponding liabilities, net of finance charges, are recorded as obligations under
finance leases. Finance charges implicit in the lease payments are charged to the
income statement over the period of the leases so as to produce an approximately
constant periodic rate of charge on the remaining balance of the obligations for each
accounting period. Impairment losses, If any, are accounted for in accordance with
the accounting policy 1() below.
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(h)  Other fixed assets continued
2. Leased assets continued

(ii} Assets held for use in operating leases

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

(0] Depreciation

1. Investment properties

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

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

2. Properties under development
No depreciation is provided for properties under development.
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() Depreciation contirued

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

LLeasehold land
Buildings

unexpired lease term

50 years or unexplired lease term,
whichever is shorter

5 - 10 years

5 years

Fumiture and equipment
Motor vehicles

)] Impairment of assets

An assessment is carried out at each balance sheet date to determine whether there
is any indication that assets other than investment propsrties are impaired. If any such
indication exists, the recaoverable amount of the asset, being the greater of its net
selling price or value in use, is estimated. The carrying amount of the asset is
reduced 1o its recoverable amount where appropriate. Such impairment loss is
recognised in the income statement unless the asset is carried at revalued amount, in
which case it is treated as a revaluation decrease.

(k) Convertible bonds

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

) Borrowing costs

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

Provided it is probable that the economic benefits will flow to the Group and the
revenue and costs, If applicable, can be measured reliably, revenue is recognised in

the income statement as follows:

1. Rental income

Rental income under operating leases is recognised on a straight line basis over the
terms of the respective leases. Contingent rentals are recognised as income in the

accounting period in which they are earned.

2, Disposal of investment properties

Revenue from disposal of investment properties is recognised upon signing of the

sale and purchase agreements.

3. Interest income

Interest on bank deposits and mortgage loans is accrued on a time-apportioned basis

on the principal outstanding and at the rate applicable.

4, Dividends

Dividends are recognised when the right to receive payment is established.

(n) Deferred taxation

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

crystallise in the foreseeable future,

Future deferred tax benefits are not recognised unless their realisation is assured

beyond reasonable doubt.
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(o) Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong dollars at
the rates of exchange prevailing at the transaction dates. Monetary assets and
liabiliies denominated in foreign currencies and the results of overseas subsidiaries
and jointly controlled entities are translated into Hong Kong dollars at the market rates
of exchange ruling at the balance sheet date. Exchange gains and losses are dealt
with in the income statement with the exception of those arising from the retransiation
of opening foreign currency net investments which are dealt with in the exchange
fluctuation reserve.

(P) Related parties

Parties are considered 1o be related to the Group if the Group has the ability, directly
or indirectly, to control the party or exercise significant influence over the party in
making financial and operating decisions, or vice versa, or where the Group and the
party are subject to common control or common significant influence. Related parties
may be individuals or other entities,

(9@ Segment reporting

A segment is a distinguishable component of the Group that is engaged in providing
products or services (business segment), or in providing products, or services within
a particular economic environment (geographical segment), which is subject to risks

and rewards that are different from those of other segments,

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

Segment revenue, expenses, results, assets and liabilities include items directly
atfributable to a segment as well as those that can be allocated on a reasonable
basis to that segment. Segment revenue, expenses, assets, and liabilities are
determined before intra-group balances and intra-group transactions are eliminated as
part of the consalidation process, except 10 the extent that such intra-group balances
and transactions are between group companies within a single segment. Inter-
segment pricing s based on similar terms as those available to other external parties.
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(a) Segment reporting coninues

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

(n Proposed dividends

In accordance with the revised SSAP 9 “Events after the balance sheet date”,
dividend declared or proposed after balance sheet date are not recognised as

a liahility at balance sheet date. This change in accounting policy has been
applied retrospectively so that the proposed final ordinary dividend for the vear
ended 30 June 2001 of $338.4 million (2000: $751.7 million) previously recorded
as a current fiability as at 30 June 2001 has been restated, resulting an increase
in net assets from $27,019.1 million to $27,857.5 milion of the Group (2000:
from $27,477.3 million to $28,229.0 milion) and from $17,373.0 million to
$18,211.4 million (2000: from $18,070.7 million to $16,822.4 milion) of

the Company at 30 June 2001, Retained profits at 30 June 2001 and 2000
have alsc been restated, details of which are disclosed in note 22 to the
accounts.

Turnover and Segment Information

FLRZEFERBAERRE YERAMEL
S EFAEUERESUA MEBRUH
HE L RERSERAYEER-

EERREDERAREEREDR ZMA R
BREES BAONZ ERBOLHER T X

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

Turmover regresents revenue from property leasing and sale of investment properties.
An analysis of tumnover by business and geographical segments is set out below.
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Expressed in Hong Kong doliars

Turnover and Segment Information contnues

() FK2W

{i) MEER S IMEE

Business segment

Turnover and segment results

& FE Tumover

DEBELE Segment results

2002 2001 2002 2001
BERT BET BEER BET
$Million SMiilion $Million BMilion
MEHRE Property leasing 1,902.4 1,760.8 1,461.9 1,458.7
MEEE Property sales
—REYE - investment
properties 480.8 762.4 130.7 3202
DEMARELE Segment revenue
and results 2,383.2 2,623.2 1,592.6 1,778.9
FLBARA Interest income 93.0 2252
TRER Administrative expenses (88.6) (86.3)
MEER Finance costs (256.9) (266.2)
BERT Operating profit 1,340.1 1,651.6
EEeE Share of results of jointly
NGIE-$ controlled entities
MERE Property leasing 66.3 51.5
BRELAT R R Profit before taxation 1,406.4 1,708.1




2 | ERXERSBEN s

Turnover and Segment Information continuec

ERMERROE | 443
Hang Lung Properties Limited

() #8258 = (a) Business segment coined
(i) PHEERARE (i) Segment assets and liabilities
BE Assets & {& Liabiities
2002 2001 2002 2001
BE BB BE BETT
$Million FMtitiion $Million PMtillion
MERE Property leasing
&5 Group 26,267.0 28,008.4 738.6 8801
REeEEQT interest in jointly
RS controlled entities 1,486.0 1,449.0 - -
MERE Property sales 8,493.8 7,291.6 277.2 1822
RO (PREE) Unallocated (Note) 3,211.5 3,797.0 11,868.6 11,289.3
39,458.3 40,546.0 12,884.4 12,301.6
fiir: ROBZREZZQEZBRA Note: Unallocated items mainly comprise financial and corporate assets including cash
EEE'E%E?&I@%E”L_ and deposits of §3,146.0 milion (2001: $3,724.8 million), and interest-bearing
BOFAEBET(ZEE 52 . . ) " )
B FMEALER) e borrowings pc\udmg bank loans and ovefrdféf‘ts of $8,371.7 mn‘h?n (2001 .‘
RO ERTERRES A $8,952 .4 million) and other non-current liabiities of $4,738.4 milion (2001:
Bt¥F—At+ET(ZTF— $1,388.5 million).
ENTNERAT-_ENTE
) A REAMIERBBEE
EEFAERET (CBE-
FFZBENATAEETET) -
i) HEXZEIRNE (il  Capital expenditure and depreciation

BEARFX Capital expenditure

& Depreciation

2002 2001 2002 2001
BE&ETT BETT BERT BET

$Million $Milion $Million $Million

MERE Property leasing 2719 1,332.8 22,5 28.5
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2 | EEERSBER s

Turnover and Segment Information cortnues

(Z2) WEZ S (b) Geographical segment
@i PEHBUARESE 0] Segment revenue and results
DEPULA Segment revenue D EPELE Segment results
2002 2001 2002 2001
BER BET ER= EBT
$Million $Miflion $Million $Million
£E Group
& Hong Kong 2,182.2 2,508.9 1,459.1 1,772.8
hE AR Mainland China 201.0 19.3 133.5 8.1
2,383.2 2,523.2 1,592.6 1,778.9
=X NG Jointly controlied entities
gk Hong Kong 30.2 276
=i N 7 Mainland China 36.1 23.9
66.3 51.5
(ii) THEE (i)  Segment assets
2002 2001
BB EEBT
$Million IMtillion
&E Hong Kong 31,992.5 32,603.4
REARE Mainland China 2,768.3 2,696.6
34,760.8 35,300.0
i) BEEXREX (i)  Capital expenditure
2002 2001
BEXT Er-¥
$Million $Million
A Hong Kong 268.5 549.1
B AR Mainland China 3.4 783.7
271.9 1,332.8
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3 | gxER Operating Profit
%=HE Group
2002 2001
EER BET
$Million SMlillion
EERAEHBRTHEE: Cperating profit is arrived at after charging:
ARAERERZETERR Interest on bank loans and other
HiEEZH 8 borrowings repayable within 5 years 347.3 4280
BEMNER Finance lease charges 60.8 62.9
HE@mpmEeEx Y Other ancillary borrowing costs 40.8 221
BEXHEHE Total borrowing costs 448.9 514.0
BB AR (M) Less: Borrowing costs capitalised (Note ) (192.0) (247.8)
VRER Finance costs 256.9 266.2
ZEET BN Auditors' remuneration 2.4 2.4
EREZREMEZRE Cost of investment properties sold 344.8 4420
e Depreciation 22.5 285
EEBROER Operating lease charges 37.1 4.5
B TR (BT Staff costs (Note ) 122.9 109.0
WEEFA: and after crediting:
HesBA BENBREZSTY Rental income less direct outgoings of
mERT-—BNATET $451.8 million (2001: $325.3 millicn),
(ZFT -5 ZE=FH8 including contingent rentals of
=TEL) BENAESE $17.0 million (2001: $13.8 million) 1,450.6 1,435.5
—FLEBT(ZET—F:
—F=BN+ET)
HAeb g A —FIBUA Other revenue — Interest income 93.0 225.2

BiEE: () BERDEIAEILESEFES 2 Notes: (i} The borrowing costs have been capitalised at an average rate of 3.8% (2001: 6.3%)

ZEN(CEE-SERZAMI) 2 per annum for properties under develcpment.
FHRER.

6 HEEIREEEEER AT ELN (il The amount relates to reimbursed cost for services provided to the Group in Hong
BARCBEEEEERTREREHR Kong by employees of subsidiaries of Hang Lung Group Limited and costs relating
B ARBEEARSIMZER UR to staff employed outside Hong Kong by the Company's subsidiary.

ALRZMBRARAEEBMSIMLERE
RBTZHEWER-
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4 EEREREERE

ZHE

Expressed in Hong Kong dollars

Emoluments of Directors and Senior Management

REER(DAKEIDE BT —
EE—ENT—FERTIREEH
EHT:

Directors’ emoluments disclosed pursuant to Sections 161 and 161A of the Hong
Kong Companies Ordinance are as follows:

£& Group
2002 2001
BEX =
$Million SMillion

wE Fees

BIFBITES Independent Non-Executive Directors 0.2 0.2
HEfhES Cther directors 0.3 0.3
0.5 0.5

EFWHFADAZEFHER BRS
WERESHES-

BMENFTIEN 2 EEHBENT:

Directors are not salaried employees of the Company, but receive directors' fees.

The number of directors whose emoluments fell within the following band is as follows:

EEEH Number of directors

2002 2001

#—1,000,0007T

ARERURSRFENAREZH
BRAEFENIMERRZE T
REZHNEEBEANTEL(CFT
—FNTEL)  BEHFEREEN
TER (B2 —F: 87T AR
AEEAERAESHEZERTER
(ZFF—F:+87x) AKEAN
BRXHEZHESONTEE—BE
TRl

Nil = $1,000,000 10 9

The emoluments of the five highest paid individuals in the Group being staff employed
outside Hong Kong by the Company's subsidiary totalled $0.9 milion {2001:

$0.9 million) of which salaries and allowances and the Group's contribution to
retirement scheme amounted to $0.8 million (2001: $0.8 million) and $0.1 million
(2007: $0.1 milion) respectively, Emoluments of all five highest paid individuals in the
Group fell within the band of nil to $1,000,000.



BEMEERAT 107
Hang Lung Properties Limited

5 |BAE Taxation
%£E Group
2002 2001
BB BET
$Million $Miitlion
(B A kERATZHRES: (8)  Taxation in the consolidated income
statement represents:
FEFEEBFEHES Provision for Hong Kong profits
EHERGo 2T EtE tax at 16% for the year 126.8 153.1
LEFEZGEHER (R, Estimated {over//underprovision in
DR respect of previous years 8.1) 114.1
BREEREHE Share of jointly controlled entities’
taxation 4.4 3.9
123.1 2711

ERFRZ2HBRIAEETBRAE
BRI WE AL ERPERE

available to offset PRC taxable income for the year.

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

£ Group A7) Company
2002 2001 2002 2001
HE BHET BER BE&T
SMillion SMillion $Million $Million
(Z)EERBERAZRER: o} Taxation in the balance
sheets represents:
TEBEENESH &R Provision for Hong
Kong profits tax
for the year 126.8 183.1 1.2 9.4
WEEE 2 FEE Estimated provision
FIBHERE for Hong Kong
profits tax relating
1o previous years 185.7 143.2 6.0 1.1
3125 296.3 7.2 10.5
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LB REN Expressed in Hong Kong doflars
5 |BiE = Taxation coninues
(R) TEEBRTEFEEBRMBE (© The Group is currently in discussion with the Inland Revenue Department

(T)

6

FERBATED S RFELT
EXHZMHFRETET
REER LRFR2ERD
ReeE MAREER B2
RBERENFHERZH]K
AR

BRESBRETERATR
ERBZEERARNER
BORSR 2 BBRUFTE
EZRERRINTEL+E
T(ZFF—F:RATHFE
TET) -

| BB AR R AF

regarding a dispute over the deductitllity of certain interest payments in
previous years' tax computations, As at the balance sheet date, the outcome
of the said dispute remained undetermined and substantial tax provision has
previously been made in the accounts on the grounds of prudence.

(d) Deferred taxation being future taxation arising from balancing charges upon
disposal of investment properties is $80.7 million (2001: $64.5 milion) has not
been provided as its realisation is not assured beyond reasonable doubt.

Net Profit Attributable to Ordinary Shareholders

EERBEREEAMNBELRERE
AZBN A THEERFT -8R TE

T(Z

FT—F - +MEETAEL

TE) e

Net profit attributable to ordinary shareholders includes a profit of $2,562.5 million
(2001: $2,458.7 milion) which has been dealt with in the accounts of the Company.
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7 KRB Dividends
2002 2001
BB BET
$Million SMillion
BRBAE Preference dividend
B—Nh=F+— B8 Dividend on the convertiole cumulative
EREEAECTHRBE T preference shares of HK$7,500 each
A2BER-TETZRE issued In November 1893 which bear
WEREERSAERE Y dividend at 5.5% per annum on a
AR REELRmIERE Y reference amount of US$1,000 each
A% 2
2IER Amount paid 18.1 18.1
PRIk Amount payable 30.2 302
48.3 48.3
TERBRRE Ordinary dividends
EEFHRESRT— Interim dividend paid of 11 cents
(Z2E—-F:+—1) (2001: 11 cents) per share 317.8 318.0
BRREREER =T MW Proposed final dividend of 29 cents
(ZZFZ2—F =+ 1) (2001: 29 cents) per share 837.9 838.4
1,155.7 1,156.4

PNEERBREZRBETEAIRKRE  The final ordinary dividend proposed after the balance sheet date has not been
WERERALEEBZEE- recognised as a liability at the balance sheet date,
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LB REN

8 | SKELEREF

Expressed in Hong Kong dollars

Earnings per Ordinary Share

FREBRZEARHERNET
FIBER

The calculation of basic and diluted earnings per ordinary share is based on the

following data;

2002
BB
SMillion

AUGESREBRRERZRNZ Eamings for calculation of basic eamings per ordinary share
B (B EBRIREEG R (net profit attributable to ordinary sharehoiders) 1,207.0

EEEER BEET BB EE Effect of dilutive potential ordinary shares

AT ES 2 A Interest on convertible bonds 21.2
BUGTESREERBERMZEN  Eamnings for caiculation of diuted eamings per ordinary share 1,228.2
2002
E&EE

Number of shares

RAGTESRERRERENZ
AR 19 hHE a8

REHERZEEEBRZFE
— A RAES

BUEESRETRRETRENZ
B in hRE a8

BE_TR-FRA=THLFEZ
BREBEEREN NRERNER
BRBEREEENT=BNAT=E 1T
ELREARETZ EBRMET
B#g—+NEAT—E—T&EKE
o

EZFERRALBZ IR REESL
BRI EERTAEERE SAET
HEEREZBREREETRA

Weighted average number of shares used in calculating
basic eamings per ordinary share

Effect of dilutive potential ordinary shares
- convertible bonds

Weighted average number of shares used in
celculating diluted earnings per ordinary share

2,889,816,566

71,963,471

2,961,780,037

Calcutation of basic earnings per ordinary share for the year ended 30 June 2001
was based on the net profit attributable to ordinary sharehclders of $1,383.7 million
and the weighted average number of 2,891.1 million ordinary shares in issue during

the year.

No diluted earnings per ordinary share was presented for last year as the Company's
convertible cumulative preference shares did not give rise to any diution.
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BEEER-_TT-_FA=THEZ

RAESREENT:

&8
REE

Cost or valuation of the fixed assets at 30 June 2002 is made up as follows:

Valuation
Cost

1 =2 3 .
9 EEEE Fixed Assets
£8 Group A7) Company
Hith
BEDE BEPHE ExEE Xt REME
Properties Other
investment under fixed Investment
properties  development assets Total properties
BET BET BEXT BETLT BET
$Miillion SMillion IMillion $Million IMlillion

EN AR Cost or valuation:

R-BE-E+A—8 At 1 July 2007 25,238.5 28825 25.4 28,146.4 43.0

RE Additions 58.7 247.0 4.2 300.9 -

R Transfers 2,009.3 (2,009.3) - - -

HeE Disposals (470.3) - - 470.3) 43.0)

EEHE Deficit on revaluation (1,6815.1) - - 1,615.1) -

R=-8_5Xx5=+H At 30 June 2002 25,2211 1,120.2 29.6 26,370.9 -
2R/NE: Accumulated depreciation:

R-BE—F+/F—-8 At 1 July 2001 214.2 - 35 217.7 -

EEFIRE Charge for the year 20.9 - 1.6 22.5 -

R-—EB-FXA=1+H At 30 June 2002 235.1 - 5.1 240.2 -
BRESEME: Net book value:

R-EE-FxA=+AH At 30 June 2002 24,986.0 1,120.2 24.5 26,130.7 -

RIET—E,-A=+H At 30 June 2007 05,024.3 2,882.5 219 27,928.7 43.0

24,885.5 - - 24,885.5
335.6 1,120.2 29.6 1,485.4
25,2211 1,120.2 29.6 26,370.9
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9 |EAEEE «

Expressed in Hong Kong dollars

Fixed Assets conirued

REYMEZERZEDHIOT:

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

£ Group A F Company
2002 2001 2002 2001
HEX BB BB BB
$Million $Million $Million $Million
EERHE Long leases in Hong Kong 16,045.5 17,582.5 - -
PR Medium term leases in
Hong Kong 6,539.0 5100.0 - 43.0
BB E P E Medium term leases outside
Hong Kong 2,301.0 2,224.0 - -
Ry e Short lease in Hong Kong 100.5 117.8 - -
24,986.0 25024.3 - 43.0

FEBRRTOEZ REFESTE
T

An analysis of net book value of the Group's properties under development is as
follows:

2002 2001

BERX BB

$Million BMillion

ERRAME Long leases in Hong Kong 667.7 8623
EBP MR Medium term leases in Hong Kong - 1767.7
EEAIMNDE PR Medium term leases outside Hong Kong 452.5 452.5
1,120.2 2,882.5

SERERERTEBIREYEN
RIBZ-ERAZ+BaEFIE
B RBE AT TE R ARRBESA
B Wi AELOEREEREBEFR
Bz AR R M AR ERTTZE
EmET-.

SEREVEREFEA— BNt
ABNFAREERT (ZEF -5 28
AHRE-TFHE=TET) ARER
BEREBNMBSAEZEE HEEZ
ERTNAE-TEL(CEE—5 =
TERZRER)-

All investment properties of the Group held under long and medium term leases were
revalued as at 30 June 2002 by Chesterton Pefty Limited, chartered surveyors, on an
apen market value basis calculated on total rental income after taking into account
reversionary income potential,

The net book value of investment properties of the Group of $24,986.0 million (20071:
$25,024.3 million) includes an amount of $1,920.0 million (2001: $2,103.0 million) in
respect of an asset held under a finance lease.



9 |BEREE =

Fixed Assets coninusd

Hang Lung

EEwEARD R
Properties Limited

ARERBEEEENLERZRER
MOHEREDE-ZSEOH—RL
MBNFIARMERST ERHloE
BTROBER ERABGIEE
MBI -RAENBESITHENR
ATEGEEZ R MARBEZEAP
SEHARMEELOIMBES-ET
BOBEIRES AREMEZN
ATEE -

RABZ+E RETURBEZER
BOR BB RRESERNAT:

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

properties.

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

operating leases were as follows:

2002
£8 Group 28] Company
VaRic BN & Haf4
Other Other
Subleases leases Total leases
BHETT BET BEL BHET
$Million $Million $Million $Million
—FR Within 1 year 192.0 1,294.4 1,486.4 -
—FBERER After 1 year but within 5 years 311.2 1,306.5 1,617.7 -
AEE After 5 vears 258.6 365.8 624.4 -
761.8 2,966.7 3,728.5 -
2001
£8 Group &l Company
oA HinB49 (A FE HEMIE4
Other Cther
Subleases leases Total leases
5ET BET AET BEET
SMillion PMiillion $Million Shiillion
—FR Within 1 vear 124 4 1,402.4 1526.8 1.3
—EEBRAFN After 1 year but within 5 years 255.3 1,586.4 18417 1.1
hFEE After 5 years 3081 255.7 563.8 0.2
687.8 3,244 5 3,932.3 26

113
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10 | MEBRREE

Expressed in Hong Kong dollars

Interest in Subsidiaries

‘28] Company

2002 2001
BETT BET
$Million BMiltion
LMD BRRE Unlisted shares, at cost 3,893.7 3,893.6
BB ARIRIE Amounts due from subsidiaries 20,009.3 19,272.9
FERIHT B AR FRE Amounts due to subsidiaries (4,330.2) (4,792.1)
19,672.8 18,374.4
BIXEHBATZHMEREMNEE  Detals of principal subsidiaries are sst out in note 32.
MFE=+_ER-
11 | GELFARES Interest in Jointly Controlled Entities
£8& Group
2002 2001
BER EX-y
$Million EhMiltion
BIEEEFE-JELTRG Share of net assets ~ unlisted shares 340.2 329.3
FEURE B ARIFIE Amounts due from jointly controlled entities 1,145.8 1,119.7
1,486.0 1,449.0

ERBDRZHFAERENERENT

Details of jointly controlled entities are set out in note 33,
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Loans and Investments

&E Group
2002 2001
BE&RT BET
$Million BMiitlion
JE_ETRR D AAE Unlisted shares, at cost 0.1 0.1
B® Advances 11.9 13.8
12.0 13.9
ERE (M) Mortgage loans (Note) 7.5 -
19.5 13.9

M RBERMEEER.

13 | BETYE

Note:  The mortgage loans are secured on properties.

Properties under Development

BRTOEUREE LBREEEN
TEATEL(ZEE-F AN
BNATFREBRETET) BETER—
FRERABEEZ MR-

14 | BUWIRREEMEY

IR

Properties under development are located in Hong Kong and includes an amount of
$8,160.0 milion (2001: $5,886.5 million) which are not expected o be completed for

sale within one year.

Trade and Other Receivables

EEtABERSR R EMBLGRIEZE
WERR ARSI T

Included in trade and other receivaples are trade debtors with the following ageing

analysis:

£8 Group
2002 2001
BER HET
$Million FMiillion
—@AR Within 1 month 87.6 34.0
—=={gA8 1 - 3 months 18.3 4.8
=EAE Over 3 months 2.2 4.2
108.1 43.0

FEEREFEZEERR LY
B KRR RREe DA RAER Y]
ER UBELAREEEFEHE
EERBRERE-

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

associated with receivables,
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Expressed in Hong Kong doliars

Bank Loans and Overdrafts

RARNAZ+REEBRTERREX
ZEHENT:

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

£E Group &} Company
2002 2001 2002 2001
B&T BEL BET RERX
$Million SMtilion $Million $Million
—E RN BN Within 1 vear or on demand 304.8 2,182.4 - 182.4
—EHBERFEAR After 1 year but within
2 years 816.9 - - -
MEREREAN After 2 years but within
5 years 5,250.0 6,770.0 - -
—FRBRERA Total after 1 year but
within 5 years 6,066.9 6,770.0 - -
6,371.7 8,952.4 - 182.4
16 | BTRFREMEN Trade and Other Payables
=k
FIE
£8 Group A E] Company
2002 2001 2002 2001
B&T BET BB BETT
$Million SMillion $Million $Mitlion
BEREREEA (M) Creditors and accrued
expenses (Note i) 678.3 ©93.8 2.9 3.6
BigiRg (FE Deposits received (Note i) 438.8 449.3 - 0.3
R ERNEB L EHRE Amounts dug 1o
fellow subsidiaries 313.5 490.1 - -
1,430.6 1,633.2 2.9 3.9
B () BNEFERESRESERER-F Notes: (i) Creditors and accrued expenses include retention money payable of $103.1 million

ATEENZRERE-ETZE—
TERA(ZBRT - LFTEZTE

).

i BHZREZFARA+ER(ZFT
— % ENTFAEE—+ET) REH
BR—ERT EE

(2001:$70.3 million) which is not expected to be settied within one year.

(i) Deposits received of $436.9 million (2001: $445.1 million) are not expected to be

settled within one vear.
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16 | EfERZ K EMMEN Trade and Other Payables coninues

FE =

BEFARNBERREMREMNZIBEZE  included in trade and other payables are trade creditors with the following ageing
TEZHEHRSITOT: analysis:

£& Group 8] Company
2002 2001 2002 2001
BEL BETT BET BB
$Million $Mlillion $Million $Miilion
—EAR Within 1 month 277.7 222.1 - 0.2
=EBHUE Over 3 months 299.3 390.9 0.3 0.3
577.0 613.0 0.3 0.5
17 | JRRES Convertible Bonds
£ Group
2002 2001
BETT HET
$Million EMlillion
& Principal amount 3,450.0 -
BBITERAREERSEE Less: Issuing costs net of premium (59.7) -
3,390.3 -

FEBHBATNEARTHHRN  Durng the year an aggregate of $3,450,000,000 3.4% convertible bonds due in
R FTABMEE=TMNER March 2007 were issued by a Company's subsidiary and were listed on the
FTETz-EINETHRRES %% Luxembourg Stock Exchange. The bonds are convertible into the Company’s ordinary
BEDEERBESTZFT LM%  shares at a conversion price of $9 per share on or before 20 March 2007. The
SEE/ETHR-_FEL+E=F-+HAT  bonds are redeemable at their principal amount from 27 March 2004 to 27 March
REEBERATEBRARATIZE 2007 according to relevant terms and conditions of the bonds. No bonds have been
BR-ZEEFFITRTTMFEZ  converted during the year.

BZ++BEEF+F=F=++

RHf RREFEFZERIRZAR

SHEELD-FAYEERIARS.
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BB BER

18 | HibEMBME

Expressed in Hong Kong doliars

Other Long Term Liabilities

£ Group
2002 2001
BB BET
$Million $Million
BERLEE (HE19) Finance lease obligations (Note 19) 808.4 848.8
R-ZZEEMEIHER 2 Floating rate notes due 2004 (Note) 540.0 540.0

FERE (M)

AREHE Land premium 0.7 0.7
1,349.1 1,3895

HiE: ZEZREBRALTZHBATRT X
R-NANNF+ARETEUSREHE
BLOERE.

Note:

The floating rate notes were issued by the Company's subsidiary and were listed in

October 1999 on The Stock Exchange of Hong Kong Limited.
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Finance Lease Obligations

BEBEERLT
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RBEBORVENZBSEERE

Total minimum lease payments under finance lease and their present values are as

WELRT: follows:
£ Group
SR R AR
ZIEEE FRFTALZ B ER
ZHE MEBA a4
Present Interest Total
value of exXpenses minimum
minimum relating to lease
lease payments future periods payments
2002
BB BEER EL-P
$Million SMillion $Mitlion
ENe® Amounts payable
—ER Within 1 year 40.4 58.1 98.5
—FREAER After 1 year but within
5 years 238.4 196.9 435.3
AFE After 5 years 570.0 117.0 687.0
808.4 313.9 1,122.3
848.8 372.0 1,220.8
2001
BET BET BET
$Million $Million FMillion
EfT£2E Amounts payable
—&FR Within 1 year 33.8 60.8 94.6
—FBEAREFER After 1 year but within
5 years 208.2 212.3 4185
hF% After &5 years 642.6 150.7 802.3
848.8 372.0 1,220.8
882.6 432.8 1,315.4
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BUBM BEN

20 | SBBEMRN

Expressed in Hong Kong dollars

Minority Interests

£8 Group
2002 2001
HERT "BETT
SMillion SMiillion
FE(R B L B HE DR R Share of equity and reserves in subsidiaries (81.2) (125.4)
DEEREITE Contributions from minarity shareholders 5427 512.3
461.5 386.9
21 | RX Share Capital
2002 2001
BEX E&T
$Million $illion
ETE Authorised
TRROE+-RER 4,500,000,000 ordinary shares of $1 each " '4,500.0 4,500.0
EREE—T
AR RTEELER T ER 200,000 5.5% convertible cumulative
BERTZTE FREE preference shares of $7,500 each 1,500.0 1,500.0
+FHET
6,000.0 6,000.0
BETRAR Issued and fully paid
EBR-_TNABATABZT 2,880,333,907 (2001: 2,891,113,407) ordinary
ZE=FTAESER(CE shares of $1 each 2,889.3 2,891.1
E—F: -+ NEAT-F
—+—E=THEBEZLHK)
EREE—TT
ARBREREER T BT 112,435 (2001: 112,435} 5.5% convertible
OE=ZThak (=TT —F: cumulative preference shares of
+T—B-THE=+ER) " $7.500 each 843.3 843.3
BEAYERHE SHREE
+FTEHEBT
3,732.6 3,734.4
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Share Capltal continued

BEESER
FRERREEEEBRERFAER
RABELE B TLEATHEERA
DR BB FBEON:

Repurchase of ordinary shares
During the year, the Company repurchased 1,779,800 of its own ordinary shares on
The Stock Exchange of Hong Kong Limited, detalls of which are shown below:

itz iz X Pl

TEREE 5=E ZEE BRE

Number of Aggregate

ordinary Highest Lowest consideration

shares price paid price paid paid

7T 7T BET

R3 Month 3 $ SMillion
ZEE—-F+F October 2001 1,779,500 7.55 7.10 13.2

XftzERE-—F=a _—_+8R
(REE A AR - M ATRE R 2 HiERR
AE-—B N \TEBTEEBREAEFED
FRE-ZELRRERNERRE2ET
PAGESH-

TR REEER
REERERBRZ t—8-THA
ZHER(CER-F -8 TE
BEZ TR TR RREEAR HE
ERNATRE—t_BRET_A—
TRZEE-FNTRE—TZ8
ETZEHR) EERCRRE-E
Mg - ANZF+T AT
N BRI

The aggregate consideration of $13.2 million paid was charged against retained
profits and the nominal value of the ordinary shares repurchased of $1.8 milion was
transferred to capital redemption reserve. All such ordinary shares were cancelled
upon repurchase.

Convertible Cumulative Preference Shares

As of balance sheet date, the number of outstanding convertible cumulative
preference shares Is 112,435 (2001: 112,435) with conversion rights 1o 86,125,210
(2001 86,125,210) ordinary shares, exercisable at any time from 26 December
1993.
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HBEBEN Expressed in Hong Kong doliars
22 | #B Reserves
%8 Group A& Company
2002 2001 2002 2001
BHERT HETT BB BET
$Million $Million $Million SMillion
=ENE Capital reserves
BB Share premium 8,464.5 8,464.5 8,464.5 8,484.5
BEYESEHEE: Investment property
revaluation reserve:
wrA—8 ALY Jduly 6,285.2 8,991 .1 38.8 38.8
FRZBE Deficit for the year (1,631.3) (401.9) - -
HEMEMER 2 I8E Sumlus realised on
property disposal (125.5) (304.0) (38.8) -
MANA=+H At 30 June 4,528.4 6,285.2 - 38.8
BRECEMEELZ Capital reserve on
BARHEE consclidation 275.6 275.6 - -
FEIhEBRa 2 EMEL Revaluation reserve atributable
EfnEE: to investment properties
held by jointly controlied
entlties:
Jr = Rl =! At 1 July 139.5 118.7 - -
FRZ (RE) 1#E (DeficitySurplus for the year (26.5) 228 - -
HAA=+H At 30 June 113.0 139.5 - -
BRI Capital redemption reserve:
w+A—H At 1 July 1,306.6 1,306.6 1,306.6 1,306.6
B Ealkizn Repurchase of
ordinary shares 1.8 - 1.8 -
RBAA=1A At 30 June 1,308.4 1,306.6 1,308.4 1,306.6
WEISIINHB N BRREER Exchange fluctuation reserve
EXEREEEE: arising on translation of
overseas subsidiaries:
®Br-A—R AL 1 July 13.8 16.2 - -
R During the year - @.4) - ~
RINA=1H At 30 June 13.8 13.8 - -

14,703.7 16,485.2

9,772.9 9,800.9
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22 | @B = Reserves contnued
£8 Group ] Company
2002 2001 2002 2001
HET BET BB B&ET
$Million BMiillion $Million SMitlion
REB BT Retained profits

Rt A—RB (WZamER)

AL 1 July (as previously
reported) 6,799.5 6,672.2 3,828.7 2,5626.4

BRABRS 2 Prior year adjustment in
EERRE respect of proposed final
(fzEr (R)) dividend (note 1(r)) 838.4 751.7 838.4 751.7
BEA—H (&F5) At 1 July (as restated) 7,637.9 7,323.9 4,667.1 3,278.1
ANEF AR Net profit for the year 1,207.0 1,383.7 2,562.5 2,458.7
EEERBFRE Final dividend in respect of
(Bt (R)) previous year (note 1(r)) (838.4) (751.7) (838.4) (751.7)
EEERTRRERE Ordinary dividends
LR EE overprovided for
previous year 0.6 - 0.6 -
AEEPERE Interim dividend in respect
of current year (317.8) (318.0) (317.8) (318.0)
S IERTERZERE Aggregate consideration
paid on ordinary shares
repurchased (13.2) - (13.2) -
BANA=1H AL 30 June 7,676.1 7,637.9 6,060.8 4,667.1
22,379.8 24,123.1 15,833.7 14,477.0
&8 Group
2002 2001
BER BET
$Miliion FMtiflion
RBEMNEE: Statement of retained profits:
EBRF(ZET—FEEF) Group companies (as restated for 2001) 7,488.3 7,487.5
&8 LA Jointly controlled entities 187.8 150.4
7,676.1 7,637.9

KoBE-FRASTE ARRT
HAETRRZ EEEEESAHE
ATFENTBT (CFE—EmR
BATLE—TBR)-

The aggregate amount of the Company’s reserves available for distribution to
shareholders at 30 June 2002 was $6,060.8 milion (2001: $4,667.1 million).
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HEMREN

22 | R =

Expressed in Hong Kong dollars

Reserves coniinued

ENENEREFEELERENR
FREEZEREEYTEELERME
FMIE HREMREL ZEREE
BEEEELER A

23 |FEBERER
HisE

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

Notes to the Consolidated Cash Flow Statement

() EXBNREXBFEHREZ
RERA/ORH) BEZ

(a) Reconciliation of operating profit to net cash inflow/(outflow) from
operating activities

B

2002 2001
HET BET
$Million EMiillion
BRI Operating profit 1,340.1 16516
FEWA Interest income (93.0) (225.2)
BEHENER Finance lease charges 60.8 62.9
MEREMESEESRH Interest and other ancillary borrowing costs 196.1 203.3
wE Depreciation 22.5 28.5
HEREMEZ &HF Profit on disposal of investment properties (130.7) {320.2)
BERBYE 2N Increase in properties under development (1,045.9) (3,388.7)
M2 AR 0 I L b PR LR RRTE 2 R Decrease in trade and other receivables 5.1 14,0
BBz R Decrease in land premium payable - (1,021.0)
PN RR B ER 21BN Increase in creditors and accrued expenses 103.3 795
DlEer CRd) #in (Decreass)/iIncrease in deposits received {10.5) 1.8

ERREMBARFIEZ (Decrease)/Increase in amounts due to
Gl /8 fellow subsidiaries (176.6) 60.0
EBHEH Exchange difference - 2.4)

EEBIEFMEZRS Net cash inflow/(outflow} from

WA Crd) 28 operating activities 271.2 (2,845.9)
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Notes to the Consolidated Cash Flow Statement corinues

(2) ERRERBZIN

(b) Analysis of changes in financing during the year

N DE FIAAR BME
(BERE) RE#ER RITEXR B BEHERE FDEF
Share
capfital Finance
(including Minority Rank Convertible lease  Retained
premium)  interests loans bonds obligations profits
B&T BB BEETT BB BB BET
SMtillion SMillion SMillion $Million SMilion Shillion
R-ERTE+A-RZBETF Balance at 1 July 2000 12,198.9 3182 50100 - 9103  7,323.9
REFSREFH Net cash flow from financing - 211.9  3,9405 - @7.7) -
E{EEfLEE Share of revaluation deficit - (143.2) - - - -
BEFREBHF Retained profit for the year - - - - - 314.0
RIBE—FXA=TBZEE Balance at 30 June 2001 12,198.9 386.9 8,950.5 - 882.6 7,637.9
HEREREFE Net cash flow from financing - 304 (2,583.6) 3,387.0 (33.8) (13.2)
iR Attributable profits - 28.0 - - - -
BHTRARESZBETEBRRE Amortisation of issue costs and
premium of convertible bonds - - - 3.3 - -
EEEFERRD Repurchase of ordinary shares (1.8) - - - - -
EIEEEEE Share of revaluation surplus - 16.2 - - - -
TEFRBETF Retained profit for the year - - - - - 51.4
Ro-S2-sxA=+02&%E Balance at 30 June 2002 12,1971 461.5 6,366.9 3,390.3 848.8 7,676.1

(R) HeEERBERAFIRER

(c) Analysis of the balances of cash and cash equivalents as shown in the

ReSENER 2N consolidated balance sheet

2002 2001
BEBx BHET
$Million $Mtillion

ReEkBEE AR =ZEANTH Cash and deposits with banks maturing within
ZRITIFER three months of the balance sheet date 3,146.0 3,724.8

AEFHEA=EAREEEZ Bank overdrafts repayable within three months
RITEX from the date of advance (4.8) (1.9)
3,141.2 3,722.9
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24 | HREME Contingent Liabilities
RANAZtHZHAGRDT: At 30 June, contingent liabilities were as follows:
&) Company
2002 2001
BER BET
$Million $Million
MBS BITEREE Guarantees given 1o banks to secure
MR ER banking facilities 10,374.9 9,314.9
25 J A Commitments
(B) RRAZTEHAARZE @ At 30 June, capital commitments not provided for in the accounts were as
AT follows:
%8 Group
2002 2001
BER BET
$Million $illion
2EL Contracted for - 213.7
BEHEE M AREL Authorised but not contracted for 975.0 -
975.0 2137

() AEBRBE+EAERZT ()  The Group leases certain properties under non-cancellable operating leases

AREEERNOERETY expiring within ten years, Certain leases include contingent rentals calculated
E-ETHRAOBFELEYEN with reference 1o revenue from the properties. At 30 June, total future
AMBE 2B HE -5 A minimum lease payments were as follows:
=tHR RXELEMNZ2EE
BERIN T
%@ Group
2002 2007
H&ER BETT
$Million SMlillion
—FR Within 1 year 65.0 300
—FEBRFRA After 1 year but within 5 vears 259.8 204.8
FFiE After 5 years 301.0 3309

625.8 655.7
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Retirement Scheme and Costs

EREBEERANZHBLRZERREIRE
RERSS MEEKBHNEERIHBRATES S
ZREEIEEE.

BREVEFEARANE ([FE]) LEHEE
E¥B2HBAR EER DT REMRTATENR
ZRAEREE ([hEEREFEE]) 2K
B EE QR P ERRENHBIMEE
EZH—-BE DREBZIFEEZREES
o Bt BN R A ERERERIES T
hEEHHFAERRZTERBRFZAER
BREREARZER ZRIGEFEE-ZPEN
BORRAFERALZASRBEA—BAT
Br(—®F—F —B=1TET)

27 |BEATXS

Services are provided to the Group by the employees of subsidiaries of Hang Lung
Group Limited, the retirement benefits of which are covered by its own provident fund
scheme.,

Staff in the Company's subsidiary operating in Shanghai, the People’'s Republic of
China ("PRC”), are members of a retirement benefits scheme (the "PRC RB
Scheme") operated by the local municipal government in the PRC. The only
obligation of the PRC subsidiary is to contribute a certain percentage of their
payroll to the PRC RB Scheme to fund the retirement benefits. The local
municipal government in the PRC undertakes to assume the retirement

benefits obligations of all existing and future retired employees of the PRC
subsidiary. Total contributions made by the PRC subsidiary for the year
amounted to $1.6 million (2001; $1.3 million).

Related Party Transactions

() REE-ZTR-_EXA=+ELME
FEA-EE (TR ARAH ((EE
(FTB0 1D BERARRZ2EHE L
HRioloy Limited ([Ricloy) ) AR
RRZBITRITRNEZ ZTEER=
TEECTNEEFENE-AER
R PUIE 2 OB IR LB (17
B) REEEESRAR([MBR]) 2
2EMBAE] MREEERLRNHE
BREFESZATHIERZNBAR
B AEEREE-—BE-_ENA=+
BEMBEERIAZSZEWRE
WZBRASHEA—F-ERTER
(ZBE—F —~F_BhTERT) %
FEREHEEFEERERERPE
—RERIETEFMER.

@

During the financial year ended 30 June 2002, Hang Lung
(Administration) Limited ("HLAL") continued to lease from Ricloy

Limited ("Ricloy"), a wholly-owned subsidiary of the Company, office
premises situate at 24/F and 26/F to 29/F of Standard Chartered
Bank Building, Central. During the vear, the lease in respect of 24/F
was terminated. HLAL is a wholly-owned subsidiary of Hang Lung
Group Limited (*HLG") and as at balance sheet date, the Company is
a 80.3% owned subsidiary of HLG. Income recelved and recelvable
therefrom by the Group for the financial year ended 30 June 2002 is
$12.5 milion (2001: $12.9 milion). The transactions were negotiated in
the ordinary and usual course of business of the parties thereto and on
normal commercial terms.
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27 |BEALRS = Related Party Transactions conec

(Z) ZERFAZ2EWBEAFTHang Lick  (p) There are three monthly licences between HLAL and Hang Lick Company
Company Limited » Pocaliton Limitsd & Limited, Pocaliton Limited and Hang Chui Company Limited, all wholly-owned
Hang Chui Company Limited + 815 o o
R A ERANE S SEER subsidiaries of the Company, for the use of the exhibition hall of Queensway
BE 9BRER (TRIEAERS Plaza, a unit on Ground Floor of Vienna Mansion, Causeway Bay and some
Eﬁz’iﬁﬁ‘ﬁfﬁf@zi?gﬁ office spaces of Hang Lung Centre respectively for office and commercial use,
T —ABGRERPLZFHET . . -
e on a month 1o month basis. HLAL is a wholly-owned subsidiary of HLG and
B) BT 2EMBAT MREH as at balance sheet date, the Company is a 80.3% owned subsidiary of HLG.
RARRDEEFEESZ AT Total amount received and receivable from HLAL under the three licences for
B2 HBARNEE=FE_ AN the financial year ended 30 June 2002 is $1.1 million (2001: $3.5 millon). Al
A=Z+BLHMBREERZZERED f the ab i ated in th ) d | :

Wy RIS (55 > RS EA—T of the above licences were negotiate in the ordinary and usual course o
—+ER(—CET-&: =548 business of the parties thereto and on normal commercial terms.

L) LB S ER RS EER

BHRELEEBEBERR—REER

(R) REEE FEECEE-HEHEES {c) During the vear, the Group repaid the back-to-back loan provided by a wholly-
ﬁﬁ;g@a;ﬁﬁzgyg HR—E/\ owned subsidiary of HLG of $180 million. The ioan was unsecured, interest-
TEL-HBERDEER BHME. beari b g d
BERNEERNS TS, earing and was repayable on demand.

(T SR XRAZ2EMBAFKomnl () During the year, Kormnhill Recreation Club Limited, a wholly-owned subsidiary of
Recreation Club Limited (81~ the Company paid a fixed sum fee of $0.9 milion (2001: $0.9 mifion) to a
ERBEFRHETERBB2EARNE ol i a " G o or th . : o )
A F]Grand Hotel Group Limited & eliow subsidiary, Grand Hotet Group Limited for the provision of administrative
EEEIANTERL (ZBS—F: A senvices to Kornhill Recreation Club.
+&7T) 2B

(R) ERFEARERELEZEHBLT (e) During the year, the Group paid $86 million (2001: $86.1 million) to certain

ERNTAEEL(ZET—5F:NAT
RE—TET) tRTEREN TS
REMBLRRH#Z TR RIEERK
ZRE ZERNBERANETEERR
RBRBEEFARZEE.

wholly-owned subsidiaries of HLG for the Group’s share of administrative and
rental services provided by these fellow subsidiaries. The amount payable is
mutually agreed by both parties after taking into account of the volume of
activities shared by the Group.
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27 |BMEBALRS = Related Party Transactions continuec

(B) ZEERBERLEZMET 0 The Group contributed funds as capital investment, to a jointly controlled entity
EEEES R—HeLAF for the development of The Grand Gateway, a property project in Shanghai
EABEERETRE-HA and the amount outstanding at the end of the year was $1,127.3 milion
FEREBZREAT R (20071: $1,095.8 million).

FHEATEE\TER) -

(B AEEZz—HEERMBRE (g A felow subsidiary of the Company contributed funds as capital investment, 1o

REB LB ZMEBERE a subsidiary of the Company for the development of Plaza 68, a property
Big mAREZHBARE project in Shanghal, The amount outstanding at the end of the year was
ANEERERERIRE -NER $313.5 milion (2001: $312.3 milion).
ZREA=ZE-FZERT
BrL(ZEE—5F:.ZE—7F
ZE=TET)

28 |HEB®REBNR Post Balance Sheet Event

RILERER ZER KAEBLMAE At the date of approval of these accounts, a public announcement was made
BEBWEMELSLIERAREE  conceming the proposed acauisition of the ultimate holding company’s entire interests
ZHRBEERBERARZER. in Grand Hotel Holdings Limited.

20 | BRERRAT Ultimate Holding Company

BFERAFAETEIMRIZZE  The ultimate holding company is Hang Lung Group Limited, a company incorporated
BEEBRLR- in Hong Kong.

30 |HEBREF Comparative Figures

REERE FBMATSTALERE I For the current year, interest income is excluded as part of the turnover and is

S EEMBA-FMFEEERABR  presented as other revenue. Long term bank loans are presented as a separate item
N RBRTETBEYMNAREREE.  in the consolidated balance sheet. These changes are made for better presentation of
L ERB R SRR AEBEARR  the results of the Group and the Company and comparative figures have besn
RIZEE A HEEETINCMBED  restated accordingly. Certain comparative figures have also been adjusted as a result
B -ARERE S ZETHEELEIR  of the changes in accounting policy for proposed dividends, details of which are set
2E) STHREFEHMILEHBEE  outin note 1(1).

FHIEEAMETI(CR) -

31 | #HOERE Approval of Accounts

BEEN-_TEE-_F/A=-+/HB#  The accounts were approved and authorised for issue by the Board of Directors on
ERRETEERE - 28 August 2002.




130

BEGESRLR
Hang Lung Properties Limited

ARIAMT B «

NOTES ON THE ACCOUNTS contnes

BB REL

32 | XEWBAE

Expressed in Hong Kong dollars

Principal Subsidiaries

At 30 June 2002

BERITRE SEME REIFTE 231954

YA r) ExEnE Eman® £S5 bk
Issued Place of

Share Capital % Held by % Held by Incorporation

Company & The Group The Company Activity and Operations
Amoy Interational Treasury Limited 8 100 100 s HBEERES
Financial services British Virgin Islands

Antonis Limited 10,000 100 100 MEBE 5%
Property leasing Hong Kong

AP City Limited* 2 100 - MERE B
Property leasing Hong Kong

AP Joy Limited* 2 100 - MEERE BE
Property development Hong Kong

AP Properties Limited* 20 85 - MERR EF
Property development Hong Kong

AP Success Limited* 2 100 - MREE &%
Property leasing Hong Kong

AP Universal Limited 2 100 ~ MERE T
Property leasing Hong Kong

AP Win Limited 1,000,000 100 - MERE &
Property leasing Hong Kong

AP World Limited* 2 100 100 MERE EA
Property development Hong Kong

APW Finance Limited* 2 100 100 P 5B
Financial services Hong Kong

Bonna Estates Company Limited” 1,000,000 100 100 MERE &
Property leasing Hong Kong

HEECEERAR 4,000,000 100 - MEHEE &3
Caddo Enterprises, Limited Property leasing Hong Kong
REZERLQA 2 100 - MEHE e
Carmana Limited Property leasing Hong Kong
Cititop Limited” 2 100 - MEBE %

Property development

Hong Kong
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Principal Subsidiaries coninues

EREMEER AT
Hang Lung Properties Limited

At 30 June 2002

BEITRE KBRS NG EER iS4
nE] 7o) BEATER BEao® 3 R B
lssued Place of
Share Capital % Held by % Held by Incorporation
Company $ The Group The Company Activity and Operations
ARRERBERRA BRI E B
Country Bond Development Limited* Investment holding Hong Kong
Al B 980 79.8 -
‘A shares
BIAR 1 100 -
‘B’ share
Dokay Limited 2 100 - MENRE e
Property leasing Hong Kong
BREEFRRE 2 100 - ERIRE EE
Easegood Enterprises Limited” Investment holding Hong Kong
Fu Yik Company Limited 3 100 - MERE EE
Property leasing Hong Kong
BELHROA 2 100 100 TR E S
Gala Ruby Limited Investment holding Hong Keng
Gowily Limited* 2 100 ~ MEEE &%
Property leasing Hong Kong
Grand Centre Limited* 4 100 - MEEE HE
Property leasing Hong Kong
Hang Chui Company Limited” 2 100 - MEHEE B
Property leasing Hong Kong
BRERLDE" 200 100 ~ MERE BE
Hang Fine Company Limited* Property leasing Hong Kong
Hang Kwok Company Limited 10,000 100 - MERE %
Property leasing Hong Kong
Hang Lick Company Limited 10,000 100 - MERE &8
Property leasing Hong Kong
Hang Lung Park-In Limited* 2 100 - MERE &
Property leasing Hong Kong
BEIRRBBRAF 10,000 100 100 MELTRRE BE
Hang Lung Project Management Limited RER
Project management Hong Kong
BEYEERFRLT 100,000 100 - mEER s
Hang Lung Property Management Limited Property management Hong Kong
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32 | XEMEAT s

Expressed in Hong Kong dollars

Principal Subsidiaries contrued

RZBE-EXAZ+AH

At 30 June 2002

BRITRA REFh LEFFE R

NG| (7t) BHEnE BHaoR 3 YR
Issued Place of

Share Capital % Held by % Held by Incorporation

Company @) The Group The Company Activity and Operations
EEMEREERRAF 2 100 100 RIS &E
Hang Lung Real Estate Agency Limited Property agencies Hong Kong
B (MERK) ERAF 2 100 100 WERK EE
Hang Lung (Secretaries) Limited* Secretarial services Hong Kong
BEMmE (FE) BERAF" 2 100 100 IR E &%
HLP (China) Limtied* Investment holding Hong Kong
HLP Intemational Treasury Limited* 8 100 100 7% HEARRES
Financial services British Virgin Islands

EEHEREERAR" 2 100 100 B =%
HLP Treasury Limited* Financial services Hong Kong
HLP Treasury Services Limited 2 100 - RIS E i
Investment holding Hong Kang

KEBRLE 1,000,002 100 - MEERE HE
Lockoo Limited Property leasing Hong Kong
Manstta Limited 2 100 - MERE BE
Property leasing Hong Kong

Monafat Limited 2 100 - MEEE BE
Property leasing Hong Kong

Ottringham Limited 20 100 - MERE B
Property leasing Hong Kong

Palex Limited 2 100 - MERE BE
Property leasing Hong Kong

Pocaliton Limited* 2 100 - MERE )
Property leasing Hong Kong

Rago Star Limited” 2 100 - hERE BE
Property leasing Hong Kong

Ricloy Limited* 2 100 - MERE B
Property leasing Hong Kong

Ronhero Limited 2 100 - MERE 5%
Property leasing Hong Kong

Stooket Limited” 2 100 100 MERE B5E
Property leasing Hong Kong
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Principal Subsidiaries contnuss

BELEERLE

Hang Lung Properties Limited

WoTE-_FXA=1+8

At 80 June 2002

BEITIRE SBATE DEFE R

NG (7o) RBERDE BREDE % R

Issued Place of

Share Capital % Held by % Held by Incorporation

Company & The Group The Company Activity and Operations

BEEREERLF 100,000 100 - MEEE BE

Wai Luen Investment Company, Limited Property leasing Hong Kong

Willloy Limited 2 100 - WERE &

Property leasing Hong Kong

Yangli Limited 2 100 - MERE EE

Property leasing Hong Kong

Zarat Limited 2 100 - HEEE &

Property leasing Hong Kong

HMER e REIATE HA R

REARKMBEFISELE (Z£7T) AR BHEEOE ®% S

Place of

Equity Joint Venture in Registered % Held by % Held by Incorporation

The People's Republic of China Capital (US$) The Group The Company Activity and Operations

FEEREHEREERAG" 167,004,736 79 - MEEE AHEARANE

Shanghai Hang Bond Property Property leasing The People's

Development Co., Lid.™ Republic of China
BEERETAEHARER * Audited by KPMG

TRIHESRRRETRE IEF
REEEERFEZTENBLAF-

The above list gives the principal subsidiaries of the Group which in the opinion of
the directors, principally affect the profit and assets of the Group.
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33 |AEAT

Expressed in Hong Kong dollars

Jointly Controlled Entities

At 30 June 2002

SETRAE SEAE ARG ESaiiped
NGl (7 BHao=E BREDE E$4 R
lssued Place of
Shere Capital % Held by % Held by Incorporation
Company &) The Group The Company Activity and Operations
EEPEERAT 10,000 525* - ERIRE &%
Country Link Enterprises Limited* Investment holding Hong Kong
BRERER AT ERRE A
Ease Smart Development Limited” Investment holding Hong Kong
TAIRR 1 - -
‘A share
MBJEY 1 100 -
'B' share
EREREBRLF 3 33.3 - MERE B
Star Play Development Limited Property leasing Hong Kong
HfER SEA1E DEFG TR
PEARKMBFIHIEGERE (=) EEESE EREOER *1% BRI
Place of
Equity Joint Venture in Registered % Held by % Held by Incorporation
The People’s Republic of China Capital (US$) The Group The Company Activity and Operations
LEARFUENTERRR 165,000,000 47.3¢ - mEER REAR
kEE HAE
Shanghai Kong Hui Property Development Property development The People's
Co., Ld” & leasing Republic of
China
BEERGHMERHAER * Audited by KPMG
¢ EAERESSE AT EERMERS # Represents the Group's attributable interest in the commercial portion of the properties
MEZEREN 2B

held either directly or indirectly by the jeintly controlled entity.



EEBERRAT
Hang Lung Properties Limited

N% &R & rt
SHAREHOLDER INFORMATION

REBRBEESEREZON nozs-srA=+5
Analysis of Ordinary Share Ownership by Holding Range At 30 June 2002

AR~ kg

Shareholders* Shareholdings*
AE BOE fxing 8 (F) BoX
No. % No. of Shares ('000) %
] 1-50008 1 - 5,000 shares 3,133 67.3 4,569 0.2
D 5,001 - 10,000 A& 5,001 - 10,000 shares 640 18.7 5,508 0.2
D 10,001 - 100,000 A& 10,001 - 100,000 shares 748 16.0 24,075 0.8
100,001 - 1,000,000 A% 100,001 - 1,000,000 shares 120 26 35,136 1.2
o 1.000,001 - 50,000,000 & 1,000,001 - 50,000,000 shares 12 0.3 94,380 3.3
. 50,000,000 BREA & Over 50,000,000 shares 3 0.1 2,725,665 94.3
4,656 100.0 2,889,333 100.0

* BEZEATNBREPAGERIREL ([FREEEF]) ZAL, BEEFBZRBRBHESIA UBEFPRBEREAERAREBRCHASATZE
AF—B=1RZBNFAE—TNBRERR-

* incorporating, in their respective shareholdings range, 368 participants of Central Clearing and Settiement System ("“CCASS") holding a total of 1,351,354,919
ordinary shares registered in the name of HKSCC Nominees Lirnited.

IR ERE
Shareholders Shareholdings
67.3% 0.2%
0.1% 0.2%
0.3% 0.8%
2.6% 1.2%
16.0% 3.3%

18.7% 94.3%

v e L R e, S
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EEEESRAF
Hang Lung Properties Limited

B Hat
FINANCIAL CALENDAR

EERER
(REFEEENZ#E)

Board of Directors’ Meeting
{for change of Board Lot Size)

—EE-F+ANB
8 October 2001 -

RERHIRE
(BEXAERE]ZERE)
Extraordinary General Meeting
{for change of Company name)

—Z2E-H5+”Z“A+NR
18 December 2001

DPHREE

interim Results announced

—EE-§ZH—AH
1 March 2002

ZRHBERTHRE
Interim Ordinary Dividend paid

—EE-F=A=+NH
28 March 2002

DEEEE

Annual Results announced

“EE-FAB=+ANAR
28 August 2002

EERERBGBEES
(HEBRAIRETE)
Share Register closed
{for final ordinary dividend)

—EE_g+-B+=HE+—R+EHR
(BBHXEIEER)

13 November to 15 November 2002
(both days inclusive)

RRBEFAE

(MBEE LR FEHM L2 RRBFAEES)
Annual General Meeting

(Details are set out in the

Notice of Annual General Meeting
accompanying this Annual Report)

TERCEA A4+ ZHLEFTRE
REFMIREER

10:00 a.m. on 22 November 2002

at Registered Office

ERRBERRAERE
Proposed Final Ordinary
Dividend payable

—BE-FT-AZTAhB
29 November 2002




FER
L ISTING INFORMATION

RZTZ-EA=+F8 At 30 June 2002

2,889,333,807 R ERTEBE1.00R 2L BRES ZERERGNRR Stock Code for Ordinary Shares
S A X AT ER: , = N -
E§%%”XEFEEB%AELFN SR 12,4358 ERBMARZ S Hong Kong Stock Exchange 0101
REEB7,500.00 T2 @R RBELERROE S e Reuters 0101 HK
ERBRAREERLTAIRERERERZH LT zig Bloomberg 101HK
) ARREEELERBMBRE  Stock Code for Convertible Cumulative Preference Shares
2,889,333,907 ordinary shares of HK$1.00 each
Listed on The Stock Exchange of Hong Kong BRBE SN Hong Kong Stock Exchange 1210
Limited and 112,435 Convertible Cumulative Eﬁ?ﬁ;%ﬁﬁ Luxembourg Stock Exchange ‘ GB0040415332
Preference Shares of HKS7,500.00 each Listed (LX%?%/,?L% (in the form of /nrernat(ona/ depositary receipt
™ £ o 2R FHREK ("IDR") each representing
on The Stock Exchange of Hong Kong Limited FRABEREESRRG) 5 Convertible Cumutative Preference Shares)
and Luxembourg Stock Exchange N
BFEEEN Board Lot Size
ES R0 Ordinary Shares 1,000
AR ZREE RN Convertible Cumulative Preference Shares
- &% - Hong Kong 10
— ERE (EEEFLHEH) - Luxembourg (IDR) 1
EHERRS American Depositary Receipt
E—HRRE (HAXR5) Sponsored Level-) (Over the Counter)
EEBINGE—RIE, FHEAE CUSIP Number / Ticker Symbol 41043M104 / HLPPY
REESFEEER I E ADR:Underlying Ordinary Share Ratio 15
FEEiRTT Depositary Bank TR T
The Bank of New York
(bttp:/Awvww . adrbny.com)
RERBFRELE Share Registrars
EBPRBEEZTERAT  Computershare Hong Kong Investor Services Limited
EEERRER—ENT=% 17th Floor, Hopewell Centre
SRFLTHE 183 Queen's Road East, Hong Kong
Bit: 28628628 Telephone: 2862 8628
HHE . 2529 6087 Fax: 2529 6087
REEBEBE investor Relations Contact
2Lt Terry Ng
HITEZE Executive Director
Byt : r@hanglung.com Email address: ir@hanglung.com
ZERBRGZER Ordinary Share Information
AR R
Price MR
&m =K Total
High Low Trading Volume
FEES R R &8
HKS$ HK$ No. of Shares
2001 2001
E=F Third quarter 9.10 6.25 137,023,000
FEOEF Fourth quarter 8.65 7.05 189,824,000
2002 2002
F—F First quarter 8.90 7.25 185,623,000
E-F Second quarter 9.30 7.15 271,395,000
RIBTZFXA=+H Share Price as at 30 June 2002: HK$8.90
ZRRE : ¥ B80T







