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The directors herein present their report und the dudited finunciul statements of the
Compuny and the Group for the year ended 31 December 2000.

Principal activities

The principul uctivity of the Compuny is investment holding. The principul uctivities of the
subsididaries consisted of property investment, property munagement und investment holding.
There were no sighificant changes in the hature of the Group’s principal activities during
the yeur.

Segmental information

An anulysis of the Group’s turhover und contribution to profit from operuating activities by
principal activity and geoyraphical areu of operations is us follows:

Contribution
to profit from

operating
Turnover activities
2000 1999 2000 1999

HK$’000 HKS$000 HK$°000 HKS$ 000

By principul activity:
Rentul und munuyement fee income 21,937 20,608 9,014 6,743
Investment income, inferest income
and profit on disposul of listed

investments 814 3.566 (142) 1,166
Profit on disposul of un investment
property 1,000 - 1,000 -
Income on the provision of
finunciul services - 611 (6,018) (3,290)
23,751 24,785 3,854 4,619

By geographicul area:
The People’s Republic of Chinu

(The “PRC™)
Hony Kony 23,751 24,171 9,936 7,969
Elsewhere - 614 (6,082 (3,350)

23,751 24,785 3,854 4,619




Results and dividends

The Group’s profit for the yeur ended 31 December 2000 und the state of uffairs of the
Compuny und the Group at that dute are set out in the financial stautements on payes 24
to 52.

The directors do hot recommend the puyment of uny dividend in respect of the yeaur.
Summary financial information

A summary of the results and of the ussets and liubilities of the Group for the lust five
finuncial yeurs, as extracted from the audited financial statements, is set out on puyge 56 of
this annudal report. This summary is not part of the audited financial statements.

Fixed assets and investment properties

Detudils of movements in the fixed ussets und investment properties of the Group during the
yeur dre set out in hote 11 to the finuncial statements. Particulars of the major properties of
the Group us ut the balance sheet dute dre set out oh puyes 53 to 55 of this anhnudl
report.

Subsidiaries, jointly-controlled entity and associates

Particulars of the Compuny’s principul subsidiaries, its jointly-controlled entity and dssociates
ut the bulunce sheet dute are set out in hotes 12, 13 und 14 to the finuncial stutements,
respectively.

Bank loans

Detdils of the Group’s bunk louns ut the bulunce sheet dute ure set out in hote 18 to the

financiul stutements.

Reserves

Detuils of movements in the reserves of the Compuny and the Group during the year are
set out in hote 21 to the finuncial statements.
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Reserves (Continued)

At 31 December 2000, the Compuny’s reserves uvuiluble for cush distribution and/or
distribution in specie umounted to HK$380,327,000 (1999: HK$386,632,000). In addition, under
the laws of Bermuda, the Compuny’s shdre premium account may be distributed in the
form of fully puid bonus shures.

Major customers and suppliers

Sules to und purchuses from the Group’s five largest customers und suppliers, respectively,

accounted for less thun 30% of the fotul sales and purchases for the year.

As far us the directors ure uwure, neither the directors, their ussociutes, nor those
shareholders which fo the knowledye of the directors own more than 5% of the Compuany’s

share capital, had duny interest in the five largest customers und suppliers.

Directors

The directors of the Compuny during the yeuar were s follows:

Executive directors:

Zhunyg Yanlin (Chairman)

Su Genhdyiuny (Vice-Chuirman)

Zhany Yanjun (appointed as Manhaging Director onh 14 March 2000)
Liu Huu (resignhed on 14 Murch 2000)

Noh-executive director:

Leuny Shun Suny, Tony

Independent hon-executive directors:

Kwok Lum Kwonhy, Larry

Tum King Chinyg, Kenhny

Choy Hok Mun, Constunce  (dppointed on 3 April 2000)

Subseyuent to the bulunce sheet dute, on 19 April 2001, Zhany Yunlin resighed us chairmun
and director of the Compuny und Wahy Qinghui wus uppointed as chairman and director
of the Compuny.



Directors (Continued)

In accordunce with clauses 99(A) and 102(B) of the Compuny’s bye-laws, Su Genhyiuny,
Tum Kihg Ching, Kenny and Wang Qinghui will retire from office und, beinyg eligible, will
offer themselves for re-election ut the forthcoming unnuul generul meeting.

Directors’ service contracts

No director proposed for re-election ut the forthcominyg unnuul generul meeting hus
service contract with the Compuny which is hot determinable by the Compdany within ohe
yeur without payment other than stututory compensation.

Directors’ interests in contracts

No director hud u muteridl interest in uny contract of significance to the business of the
Compuny to which the Compuny or uny of its holding compunies, fellow subsidiaries,
subsidiaries, jointly-controlled entity and associutes wus a party during the year.

Directors’ interests in shares

None of the directors or their ussociutes had uny personul, fumily, corporute or other
interest in the equity or debt securities of the Compuny or any of its ussociuted corporations
us defined in the Securities (Disclosure of Interests) Ordinance (the “SDI Ordihunce”).

Directors’ rights to acquire shares

On 11 April 1991, Shouguny Concord International Enterprises Company Limited ("Shougunyg
Internationul”) upproved u shure option scheme under which the directors may, ut their
discretion, invite employees of the compuny und its subsidiuries, including directors, to

take up options to subscribe for shares of the compuny.
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Directors’ rights to acquire shares (Continued)

At the bulunce sheet daute, the interests of the directors und their ussociates in the share
cupitul of the Compuny und its ussociuted corporutions us recorded in the reyister
maintained by the Company pursuant fo Section 29 of the Securities (Disclosure of inferests)
Ordinance (the "SDI Ordinance”) were us follows:

Name of Number of Nature
corporation in which shares under of

Name of director interest is held option interest

Zhang Yanlin Shouygany Infernational 4,000,000 Personal

(hote (a)) (hote (b))
Leuny Shun Suny, Tony Shouygany Infernational 2,600,000 Personal
(hote (a)) (hote (c))

Notes:

() Shouguny Internutionul was the indirect holder of upproximately 63% of the issued shure cupital of the
Compuny, us further detuiled in the puragruph heuded “Substuntial shareholders” below.

(b) The options to subscribe for shures of HKS0.20 euch in the cupitul of Shouguny Internutionul ure exercisuble
at uny time during the period from 26 June 1997 to 10 April 2001 ut u subscription price of HK$1.355 per
shure, subject to udjustment.

© The options to subscribe for shures of HKS0.20 euch in the cupitul of Shouguny Internutionul ure exercisuble

at any time during the period from 10 July 1997 to 10 April 2001 ut u subscription price of HK$1.355 per shure,
subject to adjustment.

No shure options were grunted to or exercised by uny director during the yeur pursuunt to
Shouygany Intemational’s share option scheme, or the Compuny’s share option scheme us
detuiled in hote 20 to the finuncial statements.

On 14 Murch 2000, Liu Huu wuived the share options previously grunted to him for
cuncellation upon his resignation as director on that date.

Subseyuent to the bulunce sheet dute, the shure options previously granted to Zhany
Yanlin und Leuny Shun Suny, Tony expired und lapsed on 10 April 2001.

Save us disclosed ubove, ut ho time during the yedr were rights to ucquire benefits by
meuns of the acquisition of shares in or debentures of the Compauny granted to uny director
or their respective spouse or children under 18 yeurs of uye, or were uny such rights
exercised by them; or wus the Company or any of its holding companies, fellow subsidiaries,
subsidiaries, jointly-controlled entity and dssociates u purty to uny arrangement to enuble
the directors fo ucqyuire such rights in any other body corporute.



Substantial shareholders

At the bulance sheet dute, the following interests of 10% or more of the issued share
cupital of the Compuny were recorded in the reygister of interests required to be kept by
the Compuany pursuunt to Section 16(1) of the SDI Ordinunce:

Number of
Name shares held %
) Shouguny Holding (Hohy Kony) Limited 521,982,508 63
(i Shouyuny Infernationul 521,982,508 63
(i) Fast Track Investments Limited (“Fast Track”) 521,982,508 63
(iv)  Essentidl Assets Corp. 417,952,049 50
(v)  Huatley Tradiny Limited 104,030,459 13

Essentiul Assets Corp. und Hatley Trading Limited are wholly-ownhed subsidiuries of Fust
Track. Fust Track is g wholly-owhed subsidiary of Shougunyg International. Shouguhy
Infernational is controlled by Shougunyg Holding (Honhg Kong) Limited, which is a wholly-
owhed subsidiary of Shouguny Corporution, o state-ownhed enterprise in the PRC.
Accordingly, the inferests disclosed by puarties (i), (ii) and (i) ubove ure in respect of the
sume shareholding of the uaggreyuate of parties (iv) and (v).

Suve us disclosed ubove, ho person had reyistered an interest in the share capital of the

Compuny that was required to be recorded pursuant fo Section 16(1) of the SDI Ordinance.

Emoluments of directors and the five highest paid individuals

Detuils of the directors” emoluments und of the five highest puid individuuls in the Group

are set out in hotes 6 und 7 to the finunciul statements, respectively.
Pre-emptive rights
There dure ho provisions for pre-emptive rights under the Compuany’s bye-laws or the laws of

Bermudu which would oblige the Compuny to offer new shares on a pro rutu busis to its

existing shureholders.
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Purchase, redemption or sale of listed securities of the Company

Neither the Compuny nor any of its subsidiuries purchused, redeemed or sold uny of the
Compuny’s listed securities during the year.

Code of best practice

In the opinion of the directors, the Compuny huas complied with the Code of Best Practice
us set out in Appendix 14 of the Listing Rules of The Stock Exchunhye of the Hohy Kony
Limited throughout the uccounting period covered by the unnuul report, except that the
independent nhon-executive directors of the Compuny ure hot uppointed for specific terms
but ure subject to retirement by rotution aund re-election ut the unnuul ygenerul meeting of
the Compuny in uccordunce with the Compuany’s bye-laws. The Compuny hus established
an audit committee in accordunce with puaragraph 14 of the Code of Best Practice
throughout the accounting period covered by the unnudl report. The audit committee
meets ut leust twice u yeur und hus written terms of reference.

Auditors

Ernst & Youny retire und d resolution for their reuppointment as auditors of the Compuny

will be proposed ut the forthcoming unnuul general meeting.

On behulf of the Bourd
Su Gengiang
Vice-Chuairmah

Hony Kony, 19 April 2001



