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The directors have pleasure in submitting their annual
report together with the audited statement of accounts
for the year ended 31 December 2001.

PRINCIPAL ACTIVITIES

The principal activities of the Company are property
development and investment and holding of investments.
Principal activities of its principal subsidiary companies
are set out in note 30(a) on the accounts.

MAJOR CUSTOMERS AND SUPPLIERS

The nature of the activities of the Group is such that no
major supplier attributed significantly to the Group’s
purchases.

The turnover attributable to the five largest customers of
the Group accounted for less than 30% of the Group’s
total turnover for the year.

SUBSIDIARY COMPANIES

Particulars of the principal subsidiary companies of the
Company are set out in note 30(a) on the accounts.

GROUP PROFIT

The profit of the Group for the year ended 31 December
2001 and the state of affairs of the Company and of the
Group at that date are set out in the accounts on pages
41 to 91.

DIVIDENDS

A special interim dividend in specie for the distribution
of 4 shares of The Kowloon Motor Bus Holdings Limited
for every 37 shares of the Company held was distributed
on 13 June 2001.

A second interim dividend of 4 cents per share was
paid on 15 October 2001. The directors now recommend
that a final dividend of 18 cents per share be paid in
respect of the year ended 31 December 2001.
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DONATIONS

Charitable donations made by the Group during the year
amounted to HK$54,000.

FIXED ASSETS

Movements in fixed assets during the year are set out in
note 11 on the accounts.

SHARE CAPITAL

Movements in share capital during the year are set out
in note 23 on the accounts.

RESERVES

Movements in reserves during the year are set out in
note 24 on the accounts.

DIRECTORS’ REMUNERATION

Particulars of the directors’ remuneration disclosed
pursuant to Section 161 of the Hong Kong Companies
Ordinance and Paragraph 9(1)(gq) of the Listing
Agreement of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
are set out in note 5(a) on the accounts.
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DIRECTORS

The directors of the Company at the date of this report
are set out on page 6.

The following were the persons who acted as directors
of the Company during the year:

Mr Ng Siu Chan

(Resigned on 7 February 2002)
Mr Yu Shu Chuen

(Resigned on 7 February 2002)
Mrs Ng Louey Kwok Chun, Phyllis

(Resigned on 7 February 2002)
Mrs Yu Louey Kwok Won, Carol Wilma

(Resigned on 7 February 2002)
Mr Tang Yat Sun, Richard

(Resigned on 7 February 2002)
Mr Wu-Chang Guillermo

(Resigned on 7 February 2002)
Mrs Louey Wai Hung, Kathryn

(Resigned on 7 February 2002)
Mr Louey Lai Kuen, William

(Resigned on 7 February 2002)
Mr Ng Anthony

(Resigned on 7 February 2002)
Mr Lau Siu Yin

(Resigned on 1 April 2002)
Mr Yu Kai Chiu, David

(Resigned on 7 February 2002)
Mr Ng Kai Wah, Peter

(Resigned on 7 February 2002)
Mr Yu Yui Chiu

(Resigned on 7 February 2002)
Mr Yu Kam Chiu

(Resigned on 7 February 2002)
Mr Lo Yuk Sui

(Resigned on 7 February 2002)
Mr Chau Cham Son

In accordance with article 96 of the Articles of
Association of the Company, the nine new directors who
have been appointed on 16 January 2002, including Mr
Or Wai Sheun, Mr Holman Keith Alan, Ms Ng Chi Man,
Mr Lai Ka Fai, Mr Tam Hee Chung, Mr Yeung Kwok
Kwong, Mr Seto Gin Chung, John, Mr Lok Kung Chin,
Hardy and Mr Li Kwok Sing, Aubrey hold office until the
forthcoming annual general meeting and, being eligible,
offer themselves for re-election.
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DIRECTORS’ INTERESTS IN SHARES

As at
in the
in the

31 December 2001, the interests of the directors
issued share capital of the Company as recorded
register of directors’ share interests was as follows:

BRBY—AZRH
Shares of HK$0.10 each

8 A= RikER ARl RE R Hfh g 2=
Personal Family Corporate Other
interests interests interests interests
10,556,100
(Hat1)
(Note 1)
171,050 349,200
1,658,250 1,452,600
(Kiat2) (K4 7£3)
(Note 2) (Note 3)
537,900 9,901,050 269,250
(Ktax4) (Mt 7E5)
(Note 4) (Note 5)
378,400 4,700,000
(Ktite)
(Note 6)
Notes:

HSBC International Trustee Limited held 10,556,100
shares as trustee of a discretionary trust. The
discretionary objects are the family members of Mr Yu
Shu Chuen.

715,350 shares held by Mr Yu Kai Chiu, David were
held by him jointly with another person.

Hongkong & Shanghai Banking Corporation (Nominees)
Limited held 6,436,182 shares on trust for the estate of
Mr Yu Chun Keung and out of such shares 1,452,600
shares were held for the benefit of Mr Yu Kai Chiu,
David as one of the beneficiaries.

The above corporate interests represent shares held by
one or more corporations. The director concerned is
entitled to exercise or control the exercise of one-third
or more of the voting power at general meetings of
such corporation or corporations or that the directors of
such corporation or corporations are accustomed to act
in accordance with the directions or instructions of such
director.
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5. 269,250 shares were held by Mr Yu Yui Chiu jointly with
another person on trust for a beneficiary who is entitled
to the income arising from such shares during her
lifetime. Upon the death of such beneficiary, interest in
such shares shall be or become vested in Mr Yu Yui
Chiu and the estate of his late brother.

6. 4,700,000 shares were held by a company of which Mr
Yu Kam Chiu’s wife and children are shareholders.

In early 2002, all the above shareholdings of the five
directors were transferred to Intellinsight Holdings Limited
upon acceptance of the unconditional cash offer made
by the latter company.

Details of the directors’ interests under the Company’s
share option scheme are set out in the section “Share
Option Scheme” below.

SHARE OPTION SCHEME

The Company has a share option scheme which was
adopted on 19 June 2000 whereby options may be
granted to employees of the Group, including the
executive directors, to subscribe for shares of the
Company. For options granted before 1 September 2001,
the exercise price was determined by the Administrators
of the scheme and will not be less than 80% of the
average of the closing prices of the shares on The Stock
Exchange of Hong Kong Limited for the five trading days
immediately preceding the date of the offer of the options
or the nominal value of the shares, whichever is the
higher. For options granted on or after 1 September 2001,
the exercise price of options is the highest of the nominal
value of the shares, the closing price of the shares on
The Stock Exchange of Hong Kong Limited on the date
of grant and the average closing price of the shares on
The Stock Exchange of Hong Kong Limited for the five
business days immediately preceding the date of grant.
The maximum number of shares in respect of which
options may be granted under the share option scheme
may not exceed 10% of the issued share capital of the
Company as at the date of approval of the scheme,
excluding any options lapsed in accordance with the
terms of the scheme.

At 31 December 2001, the directors and employees of
the Company had the following interests in options to
subscribe for shares of the Company (market value per
share at 31 December 2001 is HK$3.525) granted on 18
December 2000 (market value per share is HK$3.2) at
nominal consideration under the share option scheme of
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the Company. All the options will be exercisable during
the period from 1 January 2004 to 31 December 2008 at
an exercise price of HK$3.00 per share.

R B F A R G JUEN
TREZBRESLT TREZBREST
REZROHE R zROBE

No of shares to be
subscribed for under
the options outstanding
at the year end

No of shares to be
subscribed for under the
options outstanding at the
beginning of the year

3,000,000 3,000,000
3,000,000 3,000,000
3,000,000 3,000,000
6,150,000 5,050,000
15,150,000 14,050,000

The share options granted are not recognized in the
financial statements until they are exercised. During
2001, options for a total of 1,100,000 shares lapsed upon
3 employees’ leaving the employment of the Group. All
the outstanding share options for a total of 14,050,000
were surrendered at a price of HK$0.58 per share during
the unconditional cash offer made by Intellinsight
Holdings Limited and cancelled in January 2002.

Apart from the foregoing, at no time during the year was
the Company, any of its holding companies, subsidiaries
or fellow subsidiaries a party to any arrangement to
enable the directors or any of their spouses or children
under eighteen years of age 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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Name of
Shareholder

EEERARA A
HSBC Holdings plc

HSBC Finance (Netherlands)
HSBC Holdings B.V.
HSBC Investment Bank Holdings B.V.

ELEBRETEER AR
HSBC International Trustee Limited

The Or Family Trustee Limited Inc
Polytec Holdings International Limited

Intellinsight Holdings Limited
fft &t -

1. BR&EMNE AR IEEZERERA
AlZz2EMBAR MZEMARZ
263,019,650/ i fn hE B H AR
AENSESEEMEBE ERAER
The Or Family Trustee Limited Inc -
Polytec Holdings International
Limited X Intellinsight Holdings
Limited # 5% 2 249,332,4000% f% {5

2. Intellinsight Holdings Limited%
Polytec Holdings International
Limited,z & & [ /8B 2 & » iff Polytec
Holdings International Limited )5 H &
TERARMBMEEREREXE
ZEAEERERF -ZSEIXZIXFEA
#The Or Family Trustee Limited Inc
LESERETEBRAF-

SUBSTANTIAL SHAREHOLDERS

As at

31 December 2001, the following are substantial

shareholders holding 10% or more of the issued share
capital of the Company as recorded in the Company’s
register kept under S16(1) of the Securities (Disclosure
of Interests) Ordinance:

Notes:

FriE e %17

B% 17 48 &1

EERHKEE ZEDH
Number of Percentage of Total M &
Shares Held Issued Shares Note
263,019,650 54.4% 1
263,019,650 54.4% 1
263,019,650 54.4% 1
263,019,650 54.4% 1
263,019,650 54.4% 1&2
249,332,400 51.5% 1&2
249,332,400 51.5% 1&2
249,332,400 51.5% 1&2

263,019,650 shares are duplicated amongst the five
companies as the last four companies are wholly-owned
subsidiaries of HSBC Holdings plc. The interest
disclosed by the HSBC Group includes the 249,332,400
shares disclosed by The Or Family Trustee Limited Inc,
Polytec Holdings International Limited and Intellinsight
Holdings Limited.

Intellinsight Holdings Limited is a wholly-owned
subsidiary of Polytec Holdings International Limited,
which is in turn wholly-owned by certain trusts of which
Mr Or Wai Sheun and his family members are
beneficiaries. The trustees of the trusts are The Or Family
Trustee Limited Inc and HSBC International Trustee
Limited.
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DIRECTORS’ INTEREST IN CONTRACTS AND
CONNECTED TRANSACTIONS

During the year under review, the Group has entered
into the following transactions and arrangements as
described below with persons who are “connected
persons” for the purposes of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited.

(a) On 23 July 2001, Atlantic Capital Limited, a wholly
owned subsidiary of the Company, entered into an
Agreement with On-Net Investment Limited (“the
Purchaser”) in relation to the sale of its entire
interests in Circuit Technology Limited, which holds
the Company’s entire interests in NetThruPut Inc.,
being 48% of the issued shares of NetThruPut Inc.
NetThruPut Inc. is a company engaging in internet-
based crude oil trading in Canada.

Mr Ng Siu Chan, the then chairman and managing
director of the Company, and Mr Anthony Ng, the
then executive director of the Company, are also
directors of the Purchaser. The Purchaser is wholly
owned by Mr Anthony Ng.

The transaction involved the sale of the entire
issued share capital of, and the interest free and
unsecured shareholder’s loan of approximately
HK$79.6 million as at completion of the sale to,
Circuit Technology Limited at a consideration of
US$10 million. The consideration was payable on
completion of the Agreement, which took place on
23 July 2001. The consideration was agreed after
arm’s length negotiations between the Company
and the Purchaser on normal commercial terms
and with reference to the audited net book value
of Circuit Technology Limited as appeared in the
book of Atlantic Capital Limited.

The Company acquired 30% interests in NetThruPut
Inc. in March 2000 and 18% in September 2000.
The directors of the Company considered that the
investment in NetThruPut Inc. was not in alignment
with the Company’s current business strategy and
accordingly decided to realize the Company’s
investment in NetThruPut Inc. at a gain of HK$1.6
million.
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(b) On 31 July 2001, the Company entered into an
Agreement with Mrs Kathryn Louey, the then non-
executive director of the Company, in relation to
the sale by the Company of 40% of the issued
share capital, i.e. 6,000,000 fully paid shares of
HK$1.00 each, of Kowloon Development K. F. Lo
Securities Limited (“Securities Company”), being
the entire interests of the Company in the Securities
Company, at a consideration of HK$9 million. The
consideration was agreed after arm’s length
negotiations between the Company and Mrs
Kathryn Louey on normal commercial terms and
with reference to the unaudited net asset value of
the Securities Company as at 30 June 2001.

Mrs Kathryn Louey and her daughter, Ms Andrea
Alice Louey are directors of the Securities
Company and together hold 60% of the issued
share capital of the Securities Company prior to
the Sale.

The Company acquired 6,000,000 shares of
HK$1.00 each of the Securities Company in 1996,
representing 40% of the existing issued share
capital of the Securities Company. The Directors
considered that the prospect of growth in small to
medium sized securities broking business is not
pronouncing, and accordingly considered the sale
a suitable opportunity to realize the Company’s
investment in the Securities Company. The sale
gave rise to a loss of HK$0.9 million to the
Company.

Save as disclosed above, no other contracts of
significance in relation to the Company’s business, to
which the Company, any of its holding companies,
subsidiaries or fellow 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’ SERVICE CONTRACTS

The non-executive directors have been appointed for a
term subject to retirement by rotation as required by the
Company’s Articles of Association.

No director proposed for re-election at the forthcoming
annual general meeting has an unexpired service
contract which is not determinable by the Company or
any of its subsidiary companies within one year without
payment of compensation, other than statutory
compensation.
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PURCHASE, SALE OR REDEMPTION OF SHARES

There was no purchase, sale or redemption by the
Company, or any of its subsidiary companies, of the
Company’s shares during the year.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the
Company and of the Group as at 31 December 2001 are
set out in notes 13 and 22 on the accounts.

INTEREST CAPITALIZED

The amount of interest capitalized by the Group during
the year is set out in note 3 on the accounts.

FIVE-YEAR FINANCIAL 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 12 to 13 of the annual report.

INVESTMENT AND DEVELOPMENT PROPERTIES

Particulars of investment and development properties of
the Group are shown on pages 14 to 16 of the annual
report.

RETIREMENT SCHEME

Particulars of the retirement scheme operated by the
Group are set out in note 31 on the accounts.

COMPLIANCE WITH THE 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 Limited in Appendix 14 to the
Listing Rules.

AUDIT COMMITTEE

The audit committee was established in September 1998.
The members of the audit committee were Mr Chau Cham
Son (Chairman), Mr Lo Yuk Sui and Mr Tang Yat Sun,
Richard. The audit committee met twice during the
financial year to consider the effectiveness of the Group’s
systems of internal control and review the interim and
annual reports of the Group.
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Following the changes in the board of directors of the
Company in February 2002, a new audit committee was
formed which comprised of Mr Li Kwok Sing, Aubrey
(Chairman), Mr Seto Gin Chung, John, Mr Lok Kung Chin,
Hardy and Mr Yeung Kwok Kwong.

AUDITORS

KPMG retire and, being eligible, 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
Or Wai Sheun
Chairman

Hong Kong, 10 April 2002





