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Percentage of

the group’s total

Turnover Purchases

The largest customer 27.70%

Five largest customers in aggregate 81.00%

The largest supplier 24.88%

Five largest suppliers in aggregate 38.52%

The directors submit herewith their report together with the

audited accounts for the year ended 31st December, 2000.

PRINCIPAL ACTIVITIES

The principal activities of the Company are construction and

property development/investment. The principal activities and

other particulars of the subsidiaries are set out in pages 120

to 123 on the accounts.

The analysis of the principal activities and geographical

locat ions of the operat ions of the Company and its

subsidiaries during the financial year are set out in note 3 on

the accounts.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the group’s turnover and

purchases attributable to the major customers and suppliers

during the financial year is as follows:

120

123

3
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At no time during the year have the directors, their associates

or any shareholder of the Company (which to the knowledge

of the directors owns more than 5% of the Company’s share

capital) had any interest in these major customers and

suppliers.

ACCOUNTS

The loss of the group for the year ended 31st December,

2000 and the state of the Company’s and the group’s affairs

as at that date are set out on the accounts on pages 44 to

128.

No interim dividend has been paid during the year. The

directors do not recommend the payment of a final dividend

in respect of the year ended 31st December, 2000.

FIXED ASSETS

Movements in fixed assets during the year are set out in

note 11 on the accounts.

 5%

44 128

11
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DIRECTORS

The directors during the financial year were:

WANG Mingquan (chairman, appointed on 15th June,

2000)

CHEN Libo (deputy chairman and chief executive

officer)

LI Xueming (deputy chairman)

CHEN Xiaoping (deputy chief executive officer,

appointed on 20th September,

2000)

LI Xiaoru, Rupert (managing director)

WANG Zhongze (appointed on 17th March, 2000)

MU Shicheng

David Ronald SUFF

FAN Yan Hok, Philip (non-executive director)

CHOI Yu Leuk (independent non-executive director,

appointed on 28th August, 2000)

LIU Mingkang (resigned as director and chairman on

15th June, 2000)

NG Chi Man, Michael (resigned on 15th October, 20 00)

Hiroshi TAKIZAWA (resigned on 12th June, 2000)

YU Man Ying, Lulu (resigned on 9th December, 2000)

ZHU Yanlan (resigned on 17th March, 2000)

CHEAH Cheng Hye (independent non-executive director,

resigned on 28th July, 2000)

David YUNG (independent non-executive director,

resigned on 3rd October, 2000)

Mr Michael John Kennedy and Mr Tsang Hin Wai, Dennis

were appointed executive directors on 20th April, 2001.

Mr David Ronald Suff resigned as executive director on 1st

May, 2001.

Dr Li Zhong Yuan was appointed independent non-executive

director on 4th May, 2001.
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In accordance with article 116 of the Company’s articles of

association, Mr Li Xueming and Dr Mu Shicheng are due to

retire from the board by rotation at the forthcoming annual

general meeting and, being eligible, offer themselves for re-

election.

Mr Chen Xiaoping, Dr Choi Yu Leuk, Mr Michael John

Kennedy, Mr Tsang Hin Wai, Dennis and Dr Li Zhong Yuan

have been appointed to the board after the date of the last

annual general meeting, retire at the forthcoming annual

general meeting in accordance with article 117 of the

Company’s articles of association and, being eligible, offer

themselves for re-election.

The terms of appointment of the non-executive directors are

for a period of one year renewable at each year end.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual

general meeting has an unexpired service contract which is

not determinable by the Company within one year without

payment of compensation, other than normal statutory

compensation.

MANAGEMENT CONTRACTS

No contracts for management and administration of the whole

or a substantial part of any business of the Company was

entered into or existed during the year.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

At 31st December, 2000, the directors and chief executive

had the following interests in the share capital and options

of the Company (within the meaning of the Securities

(Disclosure of Interests) Ordinance):

(i) Shares (i)

Name of director Number of ordinary shares

Personal

interests

CHEN Libo 2,500,000

LI Xiaoru, Rupert 900,000
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(ii) Options to subscribe for shares of HK$1.00 each

in the Company granted under the share option

scheme of the Company

(ii)

1.00

Number

Number of options

Exercise Consideration of options outstanding at

price paid for the exercised during 31st December,

Date of grant per share options granted the year 2000

Name of director

HK$ HK$

CHEN Libo 20/5/1998 3.48 1 – 4,000,000

18/6/1998 2.29 1 – 2,000,000

28/9/1998 1.48 1 – 3,000,000

LI Xiaoru, Rupert 20/5/1998 3.48 1 – 4,000,000

18/6/1998 2.29 1 – 2,000,000

28/9/1998 1.48 1 – 2,000,000

David Ronald SUFF 20/5/1998 3.48 1 – 1,000,000

(resigned on

1st May, 2001)

MU Shicheng 28/9/1998 1.48 1 – 1,000,000
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

(continued)

The options are held by the directors under personal

interests and exercisable for six and a half years after

the expiry of six months from the respective dates of

acceptance of the grant of the offers by the directors.

During the year, no directors exercised any share

options to subscribe for shares in the Company.

Apart from the foregoing, none of the directors and chief

executive had any interests in the securities of the Company

and its associated corporations as at 31st December, 2000.

At no time in the year was the Company or any of its

subsidiaries a party to any arrangement to enable the

directors or chief executive or any of their spouses or children

under eighteen years old to acquire benefits by means of

the acquisition of shares in or debentures of the Company or

any other body corporate.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31st December, 2000, the Company has been notified

of the following interests in the Company’s issued shares,

other than interests of the directors, amounting to 10% or

more of the ordinary shares in issue:

10%

Percentage of

Number of total issued

ordinary shares shares

China Everbright International Ltd 179,007,000 35.24%

China Everbright Holdings Co Ltd 179,007,000 35.24%

Out of the 179,007,000 ordinary shares, 177,000,000 ordinary

shares are beneficially owned by Maddington Ltd and

2,007,000 ordinary shares are held by China Everbright

Securities Investments Ltd, both of which are wholly-owned

subsidiaries of China Everbright International Ltd. China

Everbright International Ltd is a company listed on The Stock

Exchange of Hong Kong Ltd and is indirectly owned as to

approximately 69.01% by China Everbright Holdings Co Ltd

through its direct and indirect wholly-owned subsidiaries,

namely, Guildford Ltd, Datten Investments Ltd and Everbright

Investment & Management Ltd.

The parties above are considered to have deemed interests

in the same shares and the 177,000,000 ordinary shares are

held through The China & South Sea Bank (Nominee) Ltd.

179,007,000 Maddington Ltd

177,000,000

2,007,000

Guildford

Ltd Datten Investments Ltd

69.01%

177,000,000 The China & South Sea

Bank (Nominee) Ltd
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CONNECTED TRANSACTIONS

1. On 15th April, 1998, the Company entered into a

construction contract with Shanghai 21st Century Real

Estate Co., Ltd, a fellow subsidiary of China Everbright

International Ltd (“China Everbright”) (and therefore

an associate of China Everbright for the purpose of

the Listing Rules).  Pursuant to the construction

contract, the Company was appointed by Shanghai

21st Century Real Estate Co., Ltd (the “Property

Owner”) as the main contractor for the construction

of a 89,000 square metre (total floor area), 49-storey

single tower commercial bui ld ing to be named

Shanghai 21st Century Tower located in Lu Jia Zui,

Shanghai, China.

The construction cost is estimated to be approximately

HK$1,000 million. Construction commenced in the

third quarter of the year 1998 and is orig inally

expected to be completed by the first quarter of the

year 2001. The Company is to receive a fee which will

be equal to the total construction cost actually incurred

plus 10% of the actual construction cost as profit. In

the event that the final construction cost is less than

the estimated HK$1,000 million, any cost savings will

be shared equally between the Company and Shanghai

21st Century Real Estate Co., Ltd.

During the first quarter of 2000, the Property Owner

has decided to postpone the development of the

building after the completion of foundation work and

the Directors believe that the Company can receive

the total construction cost incurred plus 10% of the

actual construction cost as profit. At 31st December,

2000, the total progress billing for the project was

HK$88 million.

1.

Shanghai 21st Century Real Estate

Co., Ltd. 

49

89,000

1,000,000,000

10%

1,000,000,000

10%

88,000,000
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CONNECTED TRANSACTIONS (continued)

2. On 24th April, 1998, a shareholders’ agreement was

entered into between the Company and China

Everbright whereby the Company agreed to subscribe

for 20% of the issued share capital  of Greenway

Venture Ltd (“Greenway”) with the remaining 80%

owned by  China  Everb r ight .  The  Company ’s

commitment to inject capital/loan into Greenway in

accordance with the shareholders’ agreement was

approximately  HK$265 mil l ion.  The Company

subsequently disposed of 15% interest in Greenway

in December 1998. Due to substantial reduction in

the scale of the project (see below), the sales &

purchase agreement for disposal was cancelled in May

2000 by mutual agreement of the purchaser and the

Company. The Company’s interest in Greenway was

restated to 20% after the cancellation.

The principal activities of Greenway are to invest in a

co-operative joint venture (the “CJV”) in China. The

CJV is established under the laws of China to develop,

construct, operate and maintain a toll bridge and a

tol l  road and related faci l i ties in Fuzhou, China.

Greenway is responsible for providing the full amount

of the capital investment for the project. The return

on investment in the CJV has been guaranteed by

the PRC party of the CJV, a state-owned enterprise

of the PRC.

Due to the reduction during the last quarter of 1999

of the scale of the project and the amount of the

investment in the CJV, the Company’s revised

commitment to inject capital/loan into Greenway was

HK$140 million. At 31st December, 2000, the amount

of capital/loan injected by the Company was HK$27.9

million and the amount of outstanding commitment

to inject capital/loan into Greenway by the Company

was HK$112.1 million.

2.

Greenway

Venture Ltd Greenway

Greenway 20%

80%

Greenway 265,000,000

Greenway 15%

Greenway 20%

Greenway

Greenway

Greenway

140,000,000

Greenway 27,900,000

Greenway

112,100,000
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DIRECTORS’ INTERESTS IN CONTRACTS

The Company acts as construction contractor in respect of
the property development project of Karbony Investment Ltd
(“Karbony”). In addition, the Company has made interest-
bearing advances to Karbony to f inance its property
development. At 31st December, 2000, amount due from
Karbony was HK$913.9 million (1999: HK$861.2 million) and
interest income therefrom amounted to HK$54.3 million
(1999: HK$95.0 million). Ms Yu Man Ying, Lulu (who resigned
as a director on 9th December, 2000) was interested in these
arrangements as director and shareholder through Narpon
Co Ltd totalling 10% interest in the share capital of Karbony.

Apart from the foregoing, no contracts of significance, to
which the Company, or any of its subsidiaries was a party
and in which a director of the Company had a material
interest, subsisted at the end of the year or at any time
during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

China Everbright is a related group of the Company and is
carrying on a variety of businesses through its different chains
of group companies. One of its business activities is property
development/investments.

Mr Wang Mingquan, Mr Li Xueming, Mr Fan Yan Hok, Philip,
Mr Wang Zhongze and Mr Chen Xiaoping are deemed to be
interested in this business which may compete with the
Company’s business as they are also directors and senior
management of certain China Everbright group companies.

Having considered that the Company itself has its own
management supervising the daily operation and making
financial and business decisions, the Company can operate
its business independently from China Everbright.

PURCHASE, SALE OR REDEMPTION OF LISTED

SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of its listed securities during
the financial year.

Karbony Investment Ltd ( “Karbony”)

Karbony
Karbony

913,900,000 861,200,000
54,300,000

95,000,000
Karbony

Karbony 10%
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BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the
Company and the group at 31st December, 2000 are set out
in notes 26 to 28 on the accounts.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of
the group for the last five financial years is set out on pages
129 and 130.

LIQUIDITY

The group is currently in an informal standstill arrangement
with banks in Hong Kong and the floating rate note holders.
Under the informal standstill arrangement, the group is not
called upon to repay any principal amount or interest amounts
of the loans due to the banks in Hong Kong and to the
floating rate note holders. The directors believe that the
standstill arrangement will be formalised and it is anticipated
that the group will utilise the proceeds from future sales of
properties, including the Yangpu power plant, and rental
income to meet the funding requirements of its major
construction projects in both Hong Kong and China and meet
with its working capital requirements. Unpledged cash and
bank deposits as at 31st December, 2000 were HK$69.8
million (1999: HK$232.6 million).

PROPERTIES

Particulars of the group’s major investment properties,
properties held for development and properties held for sale
are shown on pages 131 and 132.

RETIREMENT SCHEME

The Group operates a non-contributory defined benefit
retirement scheme which covers local permanent employees.
The scheme is administered by independent trustees with
its assets held separately from those of the group. The
scheme is funded by contributions from employers in
accordance with an independent actuary’s recommendation
based on annual actuarial valuations.  The scheme is applicable
to all employees who have joined the Group prior to 1st
January, 2000.

26 28

129 130

69,800,000
232,600,000

131 132
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The latest actuarial  valuation of the scheme was at 1st

November, 2000 and was prepared by independent actuaries,

Mr Calvin Wu and Ms Joyce Lam, a fellow and an associate

of the Society of Actuaries of the United States of America

respectively, using the projected unit credit funding method.

The main assumptions used in the valuation were an

investment return of 6% per annum and salary increases of

6% per annum. At that date, the market value of the scheme’s

assets was HK$44.1 mil l ion. As recommended by the

actuaries, the contribution rate of the group was 10% of the

members’ basic salaries with effect from 1st November, 2000

until the next valuation date no later than 1st November,

2003.

As from 1st December, 2000, the Group also operates a

defined contribution Mandatory Provident Fund retirement

benefits scheme (the “MPF scheme”) under the Mandatory

Provident Fund Schemes Ordinance, the MPF scheme is

participated by eligible employees who joined the Group after

1st January, 2000 or are not partic ipating in the non-

contributory defined benefit retirement scheme. The MPF

scheme is administered by independent trustees with its

assets held separately from those of the Group. It is funded

by contribution from employers and employees in accordance

with the Mandatory Provident Fund Schemes Ordinance.

CODE OF BEST PRACTICE

The Company has complied throughout the year with the

Code of Best Practice as set out by The Stock Exchange of

Hong Kong Ltd in Appendix 14 to the Listing Rules except

that the Company has only one independent non-executive

director following Mr David Yung’s resignation on 3rd October,

2000. On 4th May, 2001, Dr Li Zhong Yuan was appointed as

another independent non-executive director.

Calvin Wu Joyce Lam
6%

6%
44,100,000

10%

14
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PRACTICE NOTE 19 TO THE LISTING RULES

The Company itself and through its subsidiaries have entered

into contractual joint venture agreements with several joint

venture members and have undert aken substant ia l

investments for development of certain properties and

infrastructure projects, and construction works. Pursuant to

these agreements, investments were made to joint venture

companies in the form of capital and advances in proportion

to the respective joint venture members’ capital contribution

ratios or in accordance with the terms of the joint venture

agreements. These investments were classified under the

headings “Interest in jointly controlled entities” and “Interest

in associates” in the consolidated balance sheet of the

Company and its subsidiaries (the “Group”). Details of such

investments as at 31st December, 2000 are disclosed below:

Guarantee

given for

facilities

utilised

Loans Amounts by affiliated

% interest granted due from companies

attributable to affiliated affiliated Annual

Affiliated to the Group companies companies interest rate

companies on advances

HK$ Million HK$ Million HK$ Million

Karbony Investment Ltd 40% – 913.9 140.0 Partial interest free/

Partial bearing interest

at up to HK$ prime + 1%

1

Hong Kong Construction 40% – 108.6 – Interest free

SMC Development Ltd (“SMC”)
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PRACTICE NOTE 19 TO THE LISTING RULES (continued)

Guarantee

given for

facilities

utilised

Loans Amounts by affiliated

% interest granted due from companies

attributable to affiliated affiliated Annual

Affiliated to the Group companies companies interest rate

companies on advances

HK$ Million HK$ Million HK$ Million

Yangpu Power (HK) Co. Ltd 40% – 1,118.0 – Partial bearing interest

at up to HK$ prime + 1%/

Partial bearing interest

at 7.95% per annum

1

7.95

Hainan Yangpu Land Development Co. Ltd 30% – 13.7 – Interest free

Hainan Yangpu Merchant 25% – 25.7 – Interest free

Co Ltd

Hong Kong Construction 50% – 459.5 – Interest free

Kam Lung Ltd
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Guarantee

given for

facilities

utilised

Loans Amounts by affiliated

% interest granted due from companies

attributable to affiliated affiliated Annual

Affiliated to the Group companies companies interest rate

companies on advances

HK$ Million HK$ Million HK$ Million

Right Choice International Ltd 27.5% 245.4 – – Interest free

Dorboy Investment Ltd 35% – 373.7 – Interest free

Quick Wealth Investments Ltd 50% 284.9 140.9 – Partial interest free /

Partial bearing interest

at HK$ prime rate

First Choice International 25% – 121.3 – Interest free

Development Ltd

Forsum Ltd 36.25% – 5.4 – Interest free

Greenway Venture Ltd 20% – 27.9 – Interest free

AMEC-Hong Kong 45% – 2.0 – Interest free

Construction Joint

Venture



36

REPORT OF THE DIRECTORS (continued)

A N N U A L  R E P O R T  2 0 00    

PRACTICE NOTE 19 TO THE LISTING RULES (continued)

Guarantee

given for

facilities

utilised

Loans Amounts by affiliated

% interest granted due from companies

attributable to affiliated affiliated Annual

Affiliated to the Group companies companies interest rate

companies on advances

HK$ Million HK$ Million HK$ Million

Hainan Zhong-gu 50% – 162.5 – Interest bearing at 10%
Property Co Ltd per annum

10

Hong Kong Construction- 55% – 44.3 – Interest free
AMEC Joint Venture

Hong Kong Construction- 34% – 42.7 – Interest free
Maeda-CRABC
Joint Venture

BCJ Joint Venture 20% – 1.3 – Interest free

HK ACE Joint Venture 30% – 20.2 – Interest free

AMEC-Hong Kong Construction 35% – 0.7 – Interest free
CC-202 Joint Venture

25% – 0.7 – Interest free

49% – 1.0 – Interest free

35% – 1.7 – Interest free

530.3 3,585.7 140.0
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Notes:

– The advances are unsecured, without fixed repayment terms
and are repayable in cash out of the net cash surplus from
operation of the affiliated companies.

– The advances made were funded by internal resources and by
bank borrowings for general working capital purposes.

– There is no committed capital injection and committed amount
to be advanced to the affiliated companies by the Group.

– Save for those mentioned above, no guarantee has been given
by the Group for facilities granted to the above mentioned
affiliated companies.

As at 31st December,  2000, total committed capital

injections, advances made, committed advances to be made

to affiliated companies and guarantees given by the Group

for facilities utilised by affiliated companies, in aggregate,

amounted to approximately HK$4,256.0 mil l ion which

represented 203.2% of the net asset value of the Group as

at 31st December, 2000.

As the circumstances giving rise to this disclosure wil l

probably continue to exist, the Board will ensure that the

required details will be disclosed in the subsequent interim

reports and annual reports providing adequate and sufficient

informat ion to al low investors to make an informed

assessment of the financial position of the Group.

4,256,000,000

203.2%
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PRACTICE NOTE 19 TO THE LISTING RULES (continued)

A proforma combined balance sheet of the affi l iated
companies as at 31st December, 2000 is presented below:

Combined total

HK$million HK$million

Fixed assets

Investment properties 3,446.4
Power plant 923.5
Hotel properties 745.0
Others 35.0

5,149.9

Land and properties under development 2,182.9
Interest in jointly controlled entities 1,069.6
Other non-current assets 1,349.0

Current assets

– Properties held for sale 1,305.9
– Other current assets 2,212.7

3,518.6

Total assets 13,270.0

Share capital 1,221.9
Reserves (2,364.7)

(1,142.8)
Non-current liabilities

– Advances from shareholders 8,603.3
– Bank and other loans 1,312.5
– Other non-current liabilities 4.0

9,919.8
Current liabilities

– Amounts due to shareholders/
joint venturers 1,052.2

– Current portion of bank loans 345.8
– Other current liabilities 3,095.0

4,493.0

Equity and liabilities 13,270.0

Attributable interest of the affiliated companies to the Group as at 31st
December, 2000 amounted to HK$23.9 mill ion. 23,900,000
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PRACTICE NOTE 19 TO THE LISTING RULES (continued)

The Company had also entered into certain loan agreements
with banks that included conditions imposing specific
performance obl igations on the Company’s control l ing
shareholder either:– (A) to maintain a minimum holding of
35% of the issued share capital of the Company or (B) to
maintain a minimum holding of 20.98% of the issued share
capital of the Company or/and (C) to remain the single largest
shareholder of the Company. Breach of such obligations will
cause a default in respect of such loans which are significant
to the operations of the Company.

Details of specific performance obligations imposed on China
Everbright International Ltd, the controlling shareholder of
the Company, in relation to certain loan agreements of the
Company outstanding as at 31st December, 2000 are as
follows:–

Type of loan

(Requirement A, B or C) Drawdown Drawdown

Loan facility amount date

A B C
HK$ Million HK$ Million

B & C 150.0 115.0 19th June, 1998
1998 6 19

A & C 150.0 150.0 19th May, 1999
1999 5 19

A & C 203.2 194.1 12th October, 1999
1999 10 12

C 50.0 50.0 20th May, 1999
1999 5 20

C 130.0 107.0 23rd August, 1999
1999 8 23

A 150.0 10.7 29th September, 2000
2000 9 29

A 185.0 170.0 27th March, 2000
2000 3 27

1,018.2 796.8

(A) 35%
(B)

20.98% (C)
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PRACTICE NOTE 19 TO THE LISTING RULES (continued)

Definitions:

Requirement A denotes China Everbright International Ltd is

required to retain a minimum equity interest of 35% in the

issued share capital of the Company.

Requirement B denotes China Everbright International Ltd is

required to retain a minimum equity interest of 20.98% in

the issued share capital of the Company.

Requirement C denotes China Everbright International Ltd is

required to remain as the single largest shareholder of the

Company.

The aggregate level of all the facil ities indicated above

represented 48.6% of the Company’s net asset value of

HK$2,094.9 million as at 31st December, 2000.

As the group was in default of all its bank borrowings under

the terms of the bank faci lity agreements, the orig inal

maturity dates as specified in the bank facility agreements

are no longer applicable. All the above bank borrowings have

been classified under current liabilities in the accounts.

AUDIT COMMITTEE

In May 1999, the directors established an audit committee

with written terms of reference in accordance with the

requirements of the Listing Rules. Since then, the committee

has held meetings twice a year to review the half-year and

annual financial statements of the Company prior to their

submission to the Board as well as to discuss the internal

control and other issues of the Company. The audit committee

has reviewed the Company’s annual results for the year of

2000.

A

35%

B

20.98%

C

2,094,900,000 48.6%
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YEAR 2000 COMPLIANCE

The Company has a smooth transition to Year 2000 and has

not experienced any Year 2000 problem.

AUDITORS

KPMG ret ire and, being el igible,  offer  themselves for

reappointment. A resolution for the reappointment of KPMG

as auditors of the Company is to be proposed at the

forthcoming annual general meeting.

By order of the board

CHEN LIBO

Deputy Chairman and Chief Executive Officer

Hong Kong, 25th May, 2001


