NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL

The Company is a public listed company incorporated in
Bermuda as an exempted company with limited liability and its
shares are listed on The Stock Exchange of Hong Kong Limited
(the ““Stock Exchange’’).

The Company’s principal activity is investment holding and the
activities of its principal subsidiaries and associates are set out in
notes 48 and 49 respectively.

2. ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE

In the current year, the Group has adopted, for the first time, a
number of new and revised Statements of Standard Accounting
Practice (‘‘SSAP(s)’’) issued by the Hong Kong Society of
Accountants. The adoption of these SSAPs has resulted in the
inclusion of a statement of changes in equity, and the adoption of
the following new and revised accounting policies, but has had
no material effect on the results for the current or prior
accounting years. Accordingly, no prior year adjustment has
been required.

Cash Flow Statements

In the current year, the Group has adopted SSAP 15 (Revised)
““‘Cash Flow Statements’’. Under SSAP 15 (Revised), cash
flows are classified under three headings - operating, investing
and financing, rather than the previous five headings. Interest
and dividends received and interest paid, which were previously
presented under separate headings, are classified as investing and
financing cash flows respectively. Cash flows arising from taxes
on income are classified as operating activities, unless they can
be separately identified with investing or financing activities.

Employee Benefits

In the current year, the Group has adopted SSAP 34 ‘‘Employee
Benefits’’, which introduces measurement rules for employee
benefits, including retirement benefit plans. Because the
Group’s participates only in defined contribution retirement
benefit schemes, the adoption of SSAP 34 has not had any
material impact on the financial statements.

Foreign currencies

The revisions to SSAP 11 (Revised) ‘‘Foreign Currency
Translation’” have eliminated the choice of translating the
income statements of overseas operations at the closing rate for
the year, the policy previously followed by the Group. They are
now required to the translated at an average rate. This change in
accounting policy has not had any material effect on the results
for the current or prior accounting years.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 Ist December, 2002

RATSERaRbEE

BE=ERE=f+=A=Zt—ALER

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention as modified for the revaluation of certain
properties and investments in securities.

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong. The
principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31st
December each year.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of
disposal, as appropriate.

All significant intercompany transactions and balances between
group enterprises are eliminated on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the
cost of acquisition over the Group’s interest in the fair value of
the identifiable assets and liabilities of a subsidiary or an
associate at the date of acquisition. Goodwill is recognised as an
asset and amortised on a straight-line basis over its useful
economic life. Goodwill arising on the acquisition of an
associate is included within the carrying amount of the associate.
Goodwill arising on the acquisition of subsidiaries is presented

separately in the balance sheet.

Negative goodwill

Negative goodwill represents the excess of the Group’s interest
in the fair value of the identifiable assets and liabilities of a
subsidiary or an associate at the date of acquisition over the cost
of acquisition.

Negative goodwill is presented as a deduction from assets and is
released to income based on an analysis of the circumstances
from which the balance resulted.
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NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Negative goodwill (cont’d)

To the extent that the negative goodwill is attributable to losses
or expenses anticipated at the date of acquisition, it is released to
income in the year in which those losses or expenses arise. The
remaining negative goodwill is recognised as income on a
straight-line basis over the remaining average useful life of the
identifiable acquired depreciable assets. To the extent that such
negative goodwill exceeds the aggregate fair value of the
acquired identifiable non-monetary assets, it is recognised as
income immediately.

Negative goodwill arising on the acquisition of an associate is
deducted from the carrying value of that associate. Negative
goodwill arising on the acquisition of subsidiaries is presented
separately in the balance sheet as a deduction from assets.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s
balance sheet at cost less any identified impairment loss.

Interests in associates

The consolidated income statement includes the Group’s share of
the post-acquisition results of its associates for the year. In the
consolidated balance sheet, interests in associates are stated at
the Group’s share of the net assets of the associates less any
identified impairment loss.

The results of associates are accounted for by the Company on
the basis of dividends received and receivable during the year. In
the Company’s balance sheet, investments in associates are
stated at cost, as reduced by any identified impairment loss.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any indication
that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. Impairment losses are recognised as an
expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 Ist December, 2002

RATSERaRbEE

BE-_FRE-_HF+-_A=+—BLFE

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Investment properties

Investment properties are completed properties which are held
for their investment potential, any rental income being negotiated
at arm’s length.

Investment properties are stated at their open market values.
Any surplus or deficit arising on the revaluation of investment
properties is credited or charged to the investment property
revaluation reserve unless the balance on this reserve is
insufficient to cover a deficit, in which case the excess of the
deficit over the balance on the investment property revaluation
reserve is charged to the income statement. Where a deficit has
previously been charged to the income statement and a
revaluation surplus subsequently arises, this surplus is credited to
the income statement to the extent of the deficit previously
charged.

On disposal of an investment property, the balance on the
investment property revaluation reserve attributable to that
property is transferred to the income statement.

No depreciation is provided on investment properties except
where the unexpired term of the relevant lease is twenty years or
less.

Property and other fixed assets
Property and other fixed assets are stated at cost less depreciation
and accumulated impairment losses.

Depreciation is provided to write off the cost of property and
other fixed assets over their estimated useful lives and after
taking into account their estimated residual value, using the
straight-line method, at the following rates per annum:

Type Basis

Leasehold land
Buildings

Over the term of the lease
Over the shorter of
the unexpired period of
the lease and 40 years
3 to 10 years
3 to 10 years

Furniture, fixtures and equipment
Yacht and motor vehicles

The gain or loss arising on the disposal or retirement of an asset
is determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in the income
statement.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st December, 2002
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Properties under development

Properties under development are stated at cost, less any
identified impairment loss, embraces all properties under
development pending any definite intention whether to develop it
for long-term retention or for sale. Properties under
development to be developed for long-term retention is classified
as non-current asset whereas properties under development for
sale is classified as current asset.

Property interests held for future development

Property interests held for future development represent a right to
develop properties on a piece of land upon payment of a final
amount, and are carried at cost less any identified impairment
loss.

Rights held under contractual arrangements relating to
properties

Rights held under contractual arrangements relating to properties
represent property development projects held under contractual
arrangements in which the Group is entitled to all risk and
reward of ownership except for the legal title, and are carried at
cost less any identified impairment loss.

Properties held for sale
Properties held for sale are stated at the lower of cost and net
realisable value.

Other assets
Other assets representing club memberships, are stated at cost
less any identified impairment loss.

Investments in securities
Investments in securities are recognised on a trade-date basis and
are initially measured at cost.

Investments other than held-to-maturity debt securities are
classified as securities investment and other investments.

Securities investment, which are securities held for an identified
long-term strategic purpose, are measured at subsequent
reporting dates at cost, as reduced by any impairment loss that is
other than temporary.

Other investments are measured at fair value, with unrealised
gains and losses included in net profit or loss for the year.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 Ist December, 2002

RATSERaRbEE

BE-_FRE-_HF+-_A=+—BLFE

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Turnover

Turnover represents the aggregate of amounts received and
receivable from the sales of securities investment, sales of
properties held for sale, property rental income, brokerage
income and interest income from loan financing.

Revenue recognition

Revenue from properties developed for sale is recognised on the
execution of a binding sales agreement or when the relevant
occupation permit is issued by the binding authority, whichever
is the later.

Revenue from properties held for sale is recognised on the
execution of a binding sales agreement. Payments received from
the purchasers prior to this stage are recorded as deposits
received on sales of properties and are grouped under current
liabilities.

Rental income, including rental invoiced in advance from
properties under operating leases, is recognised in the income
statement on a straight-line basis over the term of the relevant
lease.

Sales of securities investments are recognised on a trade day
basis.

Brokerage income on dealings in securities and futures contracts
and the profit and loss on trading in securities and futures
contracts are recognised on the transaction dates when the
relevant contract notes are executed.

Management fee income is recognised in accordance with terms
of respective agreements over the relevant period in which the
services are rendered.

Dividend income from investments is recognised when the
Group’s rights to receive payment have been established.

Interest income from bank deposits is accrued on a time basis by
reference to the principal outstanding and at the interest rate
applicable.

Taxation

The charge for taxation is based on the results for the year as
adjusted for items which are non-assessable or disallowed.
Timing differences arise from the recognition for tax purposes of
certain items of income and expense in a different accounting
period from that in which they are recognised in the financial
statements. The tax effect of timing differences, computed using
the liability method, is recognised as deferred taxation in the
financial statements to the extent that it is probable that a liability
or an asset will crystallise in the foreseeable future.
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NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Foreign currencies

Transactions in currencies other than Hong Kong dollars are
translated into Hong Kong dollars at the rates ruling on the dates
of the transactions. Monetary assets and liabilities denominated
in currencies other than Hong Kong dollars are re-translated into
Hong Kong dollars at the rates ruling on the balance sheet date.
Gains and losses arising on exchange are dealt with in the
income statement.

On consolidation, the assets and liabilities of the Group’s
overseas operations are translated at exchange rate prevailing on
the balance sheet date. Income and expense items are translated
at the average exchange rate for the year. Exchanges differences
arising on consolidation are dealt with in the reserves. Such
translation differences are recognised as income or as expenses
in the year which the operation is disposed of.

Operating leases

Leases of assets in respect of which substantially all the rewards
and risks of ownership remain with the lessors are accounted for
as operating leases. Rental paid and payable under such
operating leases are charged to the income statement on a

straight-line basis over the relevant lease term.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, are capitalised as
part of the cost of those assets. Capitalisation of such borrowing
costs ceases when the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised as an expense in the
year in which they are incurred.

Retirement benefits costs
The retirement benefits costs which represent the contributions
payable in respect of the current year to the Group’s defined
contribution scheme are charged as an expense in the income
statement as they fall due.

For the year ended 31st December, 2002
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 Ist December, 2002

RATSERaRbEE

BE-_RZ-_F+-_A=+—8BLFE
4. BUSINESS AND GEOGRAPHICAL SEGMENTS 4. BREBRMFE| 52 HEER

ZRTSES
B EHMS - AEEZ G HAT 2 F

Business segments

For management purposes, the Group is currently organised into
four operating divisions - property development and trading, POfERE T - VIR R EE - YR
property leasing, money lending and securities investment, B~ BUELURGEZHRE ~ FeE ik RO
investment holding and brokerage. These divisions are the basis 55 o %R0 Ry AR B FR L R S R

on which the Group reports its primary segment information. LHEYE o

Principal activities are as follows: FEEEEEENAT T

Property development —  Property development and ViR N E — VIEEBRK
and trading sale of properties S

Property leasing —  Property rental YIZEHE — PEEHE

Money lending — Loan financing fisfE — HiEE

Securities investment, — Securities investment, RS - WEER — ESRE -HE
investment holding trading and brokerage BASHO S BASHO SRS
and brokerage

LU SR B SRR -

Segment information about these businesses is presented below.

INCOME STATEMENT
For the year ended 31st December, 2002

IE=ES
HE_BE_F+-HA=1+—HILFE

Securities
investment,
investment
Property holding and
development brokerage
and trading Property Money  E3HRE Other
LY/ES leasing lending b=t operations  Consolidated
REHE YRS g RSICER HAthsRF A=)
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000 HK$’000
FAT FAT FAT FAT FAT FAT
REVENUE WA
Revenue from external customers RESELIMEFZIBA 1,872 653,666 17,206 56,536 - 729,280
RESULT E S
Segment result SYREEERR (1,390,702) 620,820 17,206 (257,268) = (1,009,944)
Unallocated corporate expenses P Ak /T i35 (183,209)
Loss from operations T (1,193,153)
Finance costs e (318,343)
Other losses FCAtfE (182,895)
Share of results of associates b NI (23,191) (4,411) = 304 477 (26,821)
Loss before taxation bR (1,721,212)
Taxation i 1,552
Loss after taxation ERid il (1,719,660)
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st December, 2002

RAFSERaRbiicE

—FE-F+A=t+—BLER

4. BUSINESS AND GEOGRAPHICAL SEGMENTS 4. BREB RSB D2 PEER ()
(cont’d)
BALANCE SHEET BEERER
At 31st December, 2002 RTEZE"F+"A=+—H
Securities
investment,
investment
Property holding and
development brokerage
and trading Property Money BHRE Other
YRBR leasing lending WEERR operations  Consolidated
REBE YEEHEE & e RES HAthsRFE we
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
FAT FAT FAT FAT FAT FAT
ASSETS &&=
Segment assets Par -7z 608,435 13,065,562 491,509 426,367 50,998 14,642,871
Interests in associates /NSl 309,572 1,040,094 30,667 128,624 885 1,509,842
Unallocated corporate assets A THEZ /A FIEEE 4,474
16,157,187
LIABILITIES BfE
Segment liabilities Vap-Ei= (11 17,383 216,146 582 63,946 3,544 301,601
Unallocated corporate Kotz AF]
liabilities EfE 5,134,741
5,436,342
OTHER INFORMATION Hith&E
For the year ended 31st December, 2002 E_FE_F+_A=1+—HUFE
Securities
investment,
investment
Property holding and
development brokerage
and trading Property Money — REHIRE Other
YERBR leasing lending &P operations Consolidated
REBE YRS MR REHCES HithZE#s =&
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FAT FAT FAT FAT FAT FAT
Capital additions =zl 122,431 137,226 - 47,176 - 306,833
Depreciation by = 9,798 = = = 9,798
Impairment losses recognised RIS
in the income statement TEEHE 1,391,267 = = 207,960 - 1,599,227
Other non-cash expenses St RS - - - 76,557 - 76,557
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 Ist December, 2002

RATSERaRbEE

BE-_LE-_FF+=-—A=+—BILFHE

4. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont’d)

INCOME STATEMENT
For the year ended 31st December, 2001

4. HEEBRMHBISZHEEN ()

DS

BE_TT—F+_A=+—HLEE

Securities
investment,
investment
Property holding and
development brokerage
and trading Property Money — REHIRE Other
YERBR leasing lending &P operations Consolidated
REH YRS BE  REHCER HithZE#5 =&
HK$°000 HK$’000 HK$’000 HK$°000 HK$’000 HK$’000
FAT FAT FAT FAT FAT FAT
REVENUE WA
Revenue from external customers  SRESEEIDIINMEFZIOA - 638,782 60,304 290 - 699,376
RESULT E S
Segment result Vap ce (366,161) 594,439 60,304 12,654 = 301,236
Unallocated corporate expenses R NFEIFX (74,666)
Profit from operations el 226,570
Finance costs e (328,139)
Other losses Fiftesta (240,573)
Share of results of associates b NG (345,932) 29,624 (12) (16,606) (4,195) (337,121)
Loss before taxation FrsrimEE (679,263)
Taxation T 57,018
Loss after taxation G e (622,245)
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st December, 2002

RAFSERaRbiicE

St —A=t+—BLFE

BE-X

4. BUSINESS AND GEOGRAPHICAL SEGMENTS 4. BEBRMFGID2HEER (1E)

(cont’d)
BALANCE SHEET BEERER
At 31st December, 2001 RTEE—F+"A=+—H
Securities
investment,
investment
Property holding and
development trading
and trading Property Money G Other
YERBR leasing lending b=t operations  Consolidated
REE YEEHEE s RAHCERS HAthZR7 we
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
FAT FAT FAT FAT FAT FAT
ASSETS &&=
Segment assets Par -7z 2,189,954 15,714,763 482,391 210,467 672,698 19,270,273
Interests in associates /NSl 453,614 910,539 33,103 127,930 44,030 1,569,216
Unallocated corporate assets A THEZ /A FIEEE 6,952
20,846,441
LIABILITIES BfE
Segment liabilities Vap-Ei= (11 147,809 360,972 596 1,737 33,406 544,520
Unallocated corporate Kotz AF]
liabilities = 4,878,333
5,422,853
OTHER INFORMATION Hitt&
For the year ended 31st December, 2001 BE_EE—F+-"HB=1—HIEFE
Securities
investment,
investment
Property holding and
development brokerage
and trading Property Money oz i = Other
/eSS leasing lending b=t operations Consolidated
REE YRS s REHCE HithZE#5 =&
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FAT FAT FAT FAT FAT FAT
Capital additions =zl 275,296 1,277,039 = = 1,390 1,553,725
Depreciation Eii = 194 = = 13,066 13,260
Impairment losses recognised ~ FABRSSRIERL
in the income statement TRIEEHE 588,003 = = 10,781 2,309 601,093
Other non-cash expenses St RS - - - 2,313 - 2,313
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