eEPORT OF THE DIRECTORS

The directors have pleasure in presenting their annual report together
with the audited financial statements of the Group and the Company for
the year ended 31 December 2000.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its subsidiaries, associates and jointly controlled entities are
set out in notes 42, 43 and 44 to the financial statements, respectively.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2000 are set
out in the consolidated income statement on page 41.

The Company paid an interim dividend of HK$0.05 per share amounting
to HK$102,492,000 to its shareholders during the year. The directors
recommend the payment of a final dividend of HK$0.08 per share to the
shareholders on the register of members on 18 June 2001, amounting to
HK$164,002,000.

RESERVES

Details of movements in the reserves of the Group and the Company

during the year are set out in note 31 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2000, the aggregate amount of purchases
attributable to the Group’s five largest suppliers and the aggregate amount
of turnover attributable to the Group’s five largest customers represented

less than 30% of the Group’s total purchases and turnover, respectively.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group are set out
on page 114.

INVESTMENT PROPERTY

During the year, the Group’s investment property of HK$21,796,000 was
transferred from assets under construction. The investment property was
revalued on 31 December 2000 and the resulting revaluation deficit of
HK$7,796,000 has been charged to the income statement.

Details of movements in the investment property of the Group during the
year are set out in note 13 to the financial statements.
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Report of the Directors

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
and the Company during the year are set out in note 14 to the financial

statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the share capital of the Company during the year
are set out in note 29 to the financial statements.

During the year, the Company has granted share options to certain of its
directors and employees to subscribe for shares in the Company. Details
of these and other movements in the share options of the Company during
the year are set out in note 30 to the financial statements.

DIRECTORS

The directors of the Company during the year and up to the date of this

report were:

Executive directors:

Fu Yuning (Chairman)
Zhou Qifang
(appointed on 2 August 2000)
Wu Shi Rong
Zhao Huxiang (Managing Director)
To Wing Sing
Yu Liming
Xue Yonggan
(appointed on 1 February 2000)
Wang Zhengde
Zhang Dachun
(resigned on 1 February 2000)
Sha Naiping
(resigned on 1 February 2000)

Independent non-executive directors:

Tsang Kam Lan
Kut Ying Hay
Sun Wen Jie

Koo Kou Hwa
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Report of the Directors

DIRECTORS - Continued

In accordance with Articles 91 and 97 of the Company’s Articles of
Association, Messrs. Fu Yuning, Zhou Qifang, Tsang Kam Lan, Kut Ying
Hay and Sun Wen Jie retire from the board by rotation at the forthcoming
annual general meeting and, being eligible, offer themselves for re-election.

The term of office of each independent non-executive director is the period
up to his retirement by rotation in accordance with the Company’s Articles
of Association.

DIRECTORS’ SERVICE CONTRACTS

No director being 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 subsidiaries within one year without payment of
compensation, other than normal statutory obligations.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company, any of its holding
companies or fellow subsidiaries or subsidiaries was a party and in which
a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN SECURITIES

As at 31 December 2000, the interests of the directors of the Company
and their associates in the securities of the Company or any of its
associated corporations, within the meaning of the Securities (Disclosure
of Interests) Ordinance (the “SDI Ordinance”), as recorded in the register
maintained by the Company pursuant to Section 29 of the SDI Ordinance

were as follows:
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DIRECTORS’ INTERESTS IN SECURITIES - Continued

Name of director

EEpnSg

Dr. Fu Yuning
BEERL

Mr. Zhou Qifang
AL

Mr. Wu Shi Rong
Rtk HE

Mr. Zhao Huxiang
R M A

Mr. To Wing Sing
oK B S £

Mr. Yu Liming
RN BA S

Mr. Xue Yonggan
BEEEEAE

Mr. Wang Zhengde

TEREE

Save as disclosed above, as at 31 December 2000, none of the directors
nor their associates had any interests in any securities of the Company or
any of its associated corporations, within the meaning of the SDI Ordinance,

as recorded in the register maintained by the Company pursuant to Section
29 of the SDI Ordinance.

Nature of interest

EEME

Personal interest
B AR
Personal interest
(EPN E
Personal interest
BA#E=
Personal interest
B AR
Personal interest
(EPN E
Personal interest
BA#E=
Personal interest
B AR
Personal interest
(EPN

E E 2R B RBE B - &

Number
of shares of the
Company held

FEEAQT
RH#E

Number of shares of
the Company subject
to share options
granted to directors
RFEECBLEARE
BTZEAF

RHO#E

2,500,000

350,000

1,950,000

2,000,000

1,150,000

350,000

1,150,000

975,000
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Report of the Directors ERERESE

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES EERBERGOHESF Z
A

Particulars of the share option scheme of the Company are set out in note AR Z BRI SIFBEH NI REM

30 to the financial statements. #3300

Details of the share options granted to the directors during the year and FARTESZEARBREERR-_ZEZTZTF+

outstanding at 31 December 2000 were as follow: A=t —HHEARTEZEERREFB D
T

Number of shares of the Company
to be issued upon exercise of share options

ETERALABEIRER
BFRITZEARRGEE

Granted Exercised Outstanding

Exercise during during at

Name of director Date of grant price the year the year 31.12.2000

R-ZEEHF

+t=ZHA=+-—8

BEEnR & AH TEE FREH FRETRE i R AT

HK$
BT

Dr. Fu Yuning 1.3.2000 5.054 2,500,000 - 2,500,000
BEEHLT —EETF=HF—H

Mr. Zhou Qifang 21.9.2000 5.615 350,000 - 350,000
B TS feA —EZTFEAA-+—H

Mr. Wu Shi Rong 1.3.2000 5.054 1,950,000 - 1,950,000
Rtk 4 —ZEETF=—H

Mr. Zhao Huxing 1.3.2000 5.054 2,000,000 - 2,000,000
R M S A —EETF=A—H

Mr. To Wing Sing 1.3.2000 5.054 1,150,000 - 1,150,000
KB 5 A —ZETTE=H—H

Mr. Yu Liming 1.3.2000 5.054 350,000 - 350,000
RN BA S A4 —ZTETF=A—H

Mr. Xue Yonggan 1.3.2000 5.054 1,150,000 - 1,150,000
EEBLE —EETF=A—H

Mr. Wang Zhengde 1.3.2000 5.054 1,150,000 (175,000) 975,000
FTIEEEE —ZERTE=A—H
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Report of the Directors

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

— Continued

The above outstanding share options can be exercised at any time during
a period of 6 years commencing on the date of grant of the options or at
the expiry of 10 years commencing on 26 June 1992, whichever is the
earlier. No share option may be exercised by any of the above directors
until he shall have completed two years full-time service with the Company
or its subsidiaries.

Save as disclosed above, at no time during the year was the Company,
any of its holding companies or fellow subsidiaries or 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, and none of the directors or their
spouses or children under the age of 18 had any right to subscribe for the
securities of the Company or had exercised any such right during the

year.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2000, according to the register of substantial
shareholders maintained by the Company pursuant to Section 16(1) of
the SDI Ordinance and so far as is known to the directors of the Company,
the following shareholders had an interest of 10% or more in the issued
share capital of the Company:

Name of shareholder

RREB

Cheer Far Development Limited

MEERBRAF

China Merchants Holdings (Hong Kong) Company Limited (Note 1)
FaRER (F%8) BRAR (1)

China Merchants Steam Navigation Company, Limited (Note 2)
RERmMRHAERRR (Mid2)

China Merchants Holdings Company Limited (Note 3)
BEREBERRAR (Hi3)
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Report of the Directors

SUBSTANTIAL SHAREHOLDERS - Continued

Notes:

1. The 1,041,217,584 shares beneficially held by China Merchants Holdings
(Hong Kong) Company Limited (“CMHK”) represent the aggregate of
510,513,584 shares held by Cheer Far Development Limited (“Cheer Far”),
156,320,410 shares held by China Merchants Union (BVI) Limited (“CMU”),
153,533,590 shares held by Blue Sky International Investments Limited
(“Blue Sky”), 120,000,000 shares held by Shinning Hope Limited (“Shinning
Hope”), 100,000,000 shares held by Bluewater International Investments
Limited (“Bluewater”) and 850,000 shares held by Hoi Tung Marine Machinery
Suppliers Limited (“Hoi Tung”). Cheer Far, CMU, Blue Sky, Shinning Hope,
Bluewater and Hoi Tung are wholly-owned subsidiaries of CMHK. By virtue
of the SDI Ordinance, CMHK was deemed to be interested in 1,041,217,584
shares of the Company.

2. CMHK is the wholly-owned subsidiary of China Merchants Steam Navigation
Company, Limited (“CMSN”). By virtue of the SDI Ordinance, CMSN was
deemed to be interested in 1,041,217,584 shares of the Company.

3. The 1,087,377,351 shares beneficially held by China Merchants Holdings
Company Limited (“CMH”) represent the aggregate of 1,041,217,584 shares
benefically held by CMSN and 46,159,767 shares held Orienture Holdings
Company Limited (“Orienture”). CMSN and Orienture are wholly-owned
subsidiaries of CMH. CMSN is a wholly-owned subsidiary of CMH. By virtue
of the SDI Ordinance, CMH was deemed to be interested in 1,087,377,351
shares of the Company.

Save as disclosed above, the Company has not been notified of any other
parties with interests representing 10% or more in the issued share capital

of the Company as at 31 December 2000.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities.
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Report of the Directors

CONNECTED TRANSACTIONS

Details of the discloseable connected transactions for the year are set out
in note 40(l) to the financial statements. Save as disclosed above, there
were no other transactions which need to be disclosed as connected
transactions in accordance with the requirements of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”).

The independent non-executive directors have reviewed the sales to
Salemay Company Limited and the management fee receivable from
Zhangzhou China Merchants Port Co. Ltd. as set out in note 40(l) to the

financial statements and, in their opinion, these transactions were:

(i) in the ordinary and usual course of business of the Group;

(ii) on normal commercial terms or on terms no less favourable than
terms available to (or from) independent third parties;

(iii) fair and reasonable so far as the shareholders of the Company are

concerned; and

(iv) the total value of the management fee receivable did not exceed
the higher of either HK$10,000,000 or 3% of the audited book
value of the net tangible assets of the Group.

PRACTICE NOTE 19 TO THE LISTING RULES

The Group has certain bank loan facilities, throughout the continuance of
which, CMH, the controlling shareholder of the Company, holding 53.04%
of the issued share capital of the Company as at 31 December 2000, is
required to maintain directly or indirectly a particular percentage of the
issued voting share capital of the Company. Details of the bank loan
facilities utilised at 31 December 2000 and the performance obligation of
CMH are disclosed in accordance with Part 3.9 of Practice Note 19 to the

Listing Rules are as follows:
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Report of the Directors
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PRACTICE NOTE 19 TO THE LISTING RULES - Continued

Bank loan facility Percentage of the issued voting
share capital of the Company

required to be held by CMH

BITER HEREEAREERAT
ERTEERRERSE

ZED

US$15,000,000 wholly repayable on 5 October 2001 15,000,000% 7T * AR Z_TZT—F At least 51%
+ARBAEHEE H51%

US$20,000,000 wholly repayable on 7 March 2002 20,000,000%%7T - ZHR =TT _4F More than 50%
=AtEHEEEE 50% M £

US$18,300,000 repayable by 8 equal semi-annual 18,300,000%7L - EZTZT—F More than 50%
instalments commencing 31 December 2001 TZA=+T—BERAFF-KR 50% A k=

Z 0 MR R D8 HIER

Save as disclosed above, there is no other disclosure required to be
made by the Company pursuant to Practice Note 19.

RETIREMENT SCHEMES

The Group provides retirement benefits to all local eligible employees
under defined contribution provident funds (“the Schemes”). The Schemes
are administered by independent trustees with their assets held separately
from those of the Group. The Schemes are funded by contributions from
employees and employers at rates ranging from 5% to 12% based on the

monthly salaries of the employees.

According to the Mandatory Provident Fund (“MPF”) legislation regulated
by the Mandatory Provident Fund Schemes Authority in Hong Kong, with
effect from 1 December 2000, the Group is required to participate in MPF
scheme operated by approved trustees in Hong Kong and to make
contributions for its eligible employees. The contributions borne by the
Group are calculated at 5% to 12% of the salaries and wages (monthly
contribution is limited to 5% of HK$20,000 for each eligible employees)
as calculated under the MPF legislation.
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Report of the Directors

RETIREMENT SCHEMES - Continued

The employees of the subsidiaries in the People’s Republic of China are
members of the state-managed retirement schemes operated by local
authorities. The subsidiaries are required to contribute a certain percentage
of the payroll of the employees to the retirement benefits schemes to
fund the benefits. The only obligation of the Group with respect to the
retirement benefits schemes is the required contributions under the
schemes.

Details of the contributions to the schemes and the forfeited contributions
are set out in note 6 to the financial statements.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31 December
2000 with the Code of Best Practice, as set out in Appendix 14 of the
Listing Rules except that non-executive directors of the Company are not
appointed for a specific term as they are subject to retirement by rotation
at the annual general meeting in accordance with the Company’s Articles
of Association.

POST BALANCE SHEET EVENTS

Details of significant post balance sheet events are set out in note 41 to

the financial statements.

AUDITORS

A resolution for the appointment of the Company’s auditors is to be

proposed at the forthcoming Annual General Meeting.

On behalf of the Board

FU YUNING

Chairman

Hong Kong, 19 April 2001
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