Nortes 1o FINANCIAL STATEMENTS

31 December 2000

CORPORATE INFORMATION

The reyistered office of the Compuny is locuted at 7th Floor, First Pacific Bunk Centre, 56
Gloucester Roud, Wanchuai, Hony Konhy.

During the yeur, the Group wus involved in the followiny principal activities:

° munufacture and sule of steel products

° rebur stockholding und trudiny of steel products
° property investment und munuyement

° transportation und shippiny

° property rental

In the opinion of the directors, Shouguny Holdinyg (Hohy Kony) Limited (*Shouygyuny HK") is the
Compuny’s controlling shareholder which is, in turn, a wholly-owned subsidiary of Shouguny
Corporation, which is estublished in Muinland China.,

BASIS OF PRESENTATION

Notwithstanding the net current liubilities position recorded by the Company und the Group ds
at the bulunce sheet dute, the directors huve prepured these finunciul stutements oh u gyoiny
concerh busis becuuse Shougung HK and Shougunyg Corporation have confirmed that they will
provide the hecessury finunciul support to enuble the Compuny und the Group to continue
operuting us u goiny concern und to meet its liubilities us und when they fall due.

Furthermore, Shougung HK hus aygreed hot to demund repayment of any amounts owed by
the Group (including outstunding convertible bonds of HK$154,916,000 und other umounts
owed to Shouygyuny HK of HK$8,319,000 curried in the Group’s current liubilities ut the bulunce
sheet dute) until such time when the Group is uble to do so without audversely impuairing its
liguidity position.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

These finunciul stutements have been prepared in accordunce with Hong Kony Statements of
Standurd Accounting Practice ("SSAPs”), accounting principles generully uaccepted in Hony
Kony und the disclosure requirements of the Hony Kony Compuhnies Ordinunce. They have
been prepured under the historicul cost convention, except for the remeusurement of investment
properties, und certuin fixed ussets und equity investments, us further expluined below.

Basis of consolidation

The consoliduted finunciul statements include the finuncial statements of the Compauny and its
subsidiaries for the yeur ended 31 December 2000. The results of subsidiaries acyuired or disposed
of during the yeur ure included in the consoliduted financiul statements from or to their effective
dutes of ucquisition or disposul, respectively. All significunt infercompuny transactions und
balances within the Group are eliminated on consolidaution.
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31 December 2000

), SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Goodwill

Goodwill urising on the consolidution of subsidiaries und on the acquisition of jointly controlled
entities und ussociutes represents the excess of the purchuse cohsideration puid for the
subsidiuries, jointly controlled entities und ussociutes over the fuir values uscribed to the net
underlying ussets ucquired, und is eliminated uguinst reserves in the year of ucquisition. On
disposul of subsidiaries, jointly controlled entities or ussociutes, the relevant portion of uttributuble
goodwill previously eliminuted aguinst reserves is written back and included in the culculution
of the guin or loss on disposul in the profit und loss account.

Subsidiaries

A subsidiury is u compuny in which the Compuny, directly or indirectly, controls more thun hulf
of its voting rights or issued shure cupitul, or controls the composition of its boaurd of directors.

Interests in subsidiaries ure stated in the Compuny’s balunce sheet ut cost unless, in the opinion
of the directors, there have been permunent diminhutions in values, when they are written down
to vulues determined by the directors.

Associates

An ussociute is u compuny, hot beiny u subsidiury or u jointly controlled entity, in which the
Group hus u lony term interest of hot less thun 20% of the equity voting rights and over which it
is in u position to exercise significant influence.

The Group’s shure of the post-aucqyuisition results und reserves of ussociutes ure included in the
consoliduted profit and loss uccount und consoliduted reserves, respectively. The Group’s
interests in ussociutes ure stuted in the consoliduted bulance sheet ut the Group’s shure of net
assets under the equity method of uccounting less uny provisions for diminutions in values other
than temporary in hature deemed hecessary by the directors.

Jointly controlled entities

A jointly controlled entity is u joint venture under u contractuul urrungement whereby the
Group und other purties undertuke un economic activity which is subject to joint control und
none of the purticiputing purties hus unilateral control over the economic uctivity.

The Group’s shure of the post-ucquisition results and reserves of jointly controlled entities is
included in the consoliduted profit und loss uccount und consoliduted reserves, respectively.
The Group’s interests in jointly controlled entities are stated in the consoliduted bulance sheet
at the Group’s shure of nhet ussets under the equity method of uccounting, less uny provisions
for diminhutions in values, other thaun those considered to be temporury in hature, deemed
necessury by the directors.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Long term investments

Lony term investments ure investments in uhlisted eyuity securities intended to be held on u
lony term busis.

Lony term investments are stated ut cost less provisions for uny impuirment in values, other
than those considered to be temporary in huture, deemed hecessury by the directors, on un
individual investment busis.

Short term investments

Short term investments are investments in equity securities held for trading purposes und are
stauted ut their fair values on the busis of their yuoted murket prices ut the bulance sheet dute
oh un individudl investment busis. The gains or losses drising from chanyges in the fair value of u
security ure credited or churged to the profit und loss uccount for the period in which they
arise.

Revenue recognition

Revenue is recoghised when it is probuble that the economic benefits will flow to the Group
and when the revenue cun be meusured reliubly, on the followiny buses:

(@) Sules ure recoynised when the yoods ure delivered or the services ure rendered;

(b) Charter hire income from chartered-in vessels is recoyghised in uccordunce with the
followiny busis:

Time chuartered-in und time chartered-out Time proportion

©) Freight revenues from chartered-in vessels ure recoyhised in uccordunce with the
followiny buses:

Time chuartered-in und voyuye churtered-out Time proportion
Voyuye chartered-in und voyuye churtered-out Completion of loudiny

(d) Engineerinyg und other service contract works performed ure recoynised bused on the
stuge of completion of the contract works, provided that the costs incurred, us well as
the estimuted costs to completion, cun be meusured reliubly. The stuye of completion
of the enyineering und other service contruct works performed is estublished by reference
to the costs incurred to dute us compured to the totul costs to be incurred under the
enhyineering und other service contructs and/or independent guantity surveyors’
assessment reports;

(e) Rentul und munhuygement fee income is recoyhised oh u time proportion busis;

) Dividend income is recoyghised when the shureholders’ right to receive puyment is
estublished;
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)

(9) Income from the disposul of investment properties is recoynised when legudlly bindiny
sules contracts ure sighed und exchunyed und the fransuction becomes unhconditionul;

(h) Income from the trading of listed investments is recoynised onh the dute when the
transaction takes pluce; und

0) Interest income is recoynised oh u time proportion busis, taking into account the principul
outstanding und the effective rate of interest upplicuble.

Fixed assets and depreciation

Fixed assets, other thun investment properties und construction in progress, ure stated ut cost
or vuluution less uccumuluted depreciation.

The cost of un usset comprises its purchuse price und uny directly attributable costs of bringing
the usset to its working condition und locution for its infended use. Expenditure incurred ufter
fixed ussets have been put into operation, such us repuirs und Muintenunce, is hormually charged
to the profit and loss auccount in the period in which it is incurred. In situations where it cun be
cleurly demonstrated that the expenditure hus resulted in an increuse in the future economic
benefits expected to be obtuined from the use of the fixed usset, the expenditure is capitalised
as un additionul cost of thut asset.

Changes in the values of fixed ussets, other thun investment properties, ure deult with as
movements in the revaluation reserve. If the totul of this reserve is insufficient to cover u deficit,
oh un individuul usset busis, the excess of the deficit is charged to the profit und loss uccount.
Any subsequent revaluution surplus is credited to the profit und loss uccount to the extent of
the deficit previously churgyed.

The guin or loss on disposul or retirement of u fixed usset recoygnised in the profit und loss
account is the difference between the proceeds on disposul und the currying umount of the
relevunt usset. On disposul or retirement, the attributable revaluution surplus not previously
deult with in retuined profits is transferred directly to retuined profits.

Where, in the opinion of the directors, the recoveruble umounts of fixed ussets huve declined
below their carrying umounts, provisions ure mude to write down the carrying umounts of such
assets to their recoveruble umounts. Recoveruble amounts ure determined using methods
other than discounted cushflows. Reductions of recoveruble umounts ure churged to the profit
and loss uccount, except to the extent thut they reverse previous revaluation surpluses in
respect of the sume items, when they ure churged to the revaluution reserve.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fixed assets and depreciation (Continued)
Depreciation is culculated on the straight-line busis to write off the cost or valudtion of euch

asset over its estimuted useful life, ufter taking into uccount its estimated residuul value. The
principul annual rates used for this purpose ure us follows:

Construction in progress Nil

Land and buildings 1.5% to 5%, or over the terms of the leuses
or user rights, whichever is shorter

Leusehold improvements 2.5% to 331/3%, or over the terms of the leuses,
whichever is shorter

Furniture, fixtures und eyuipment 62/5% to 331/3%

Plunt and muchinery 4% to 25%

Motor vehicles 9% to 30%

Vessels 5% to 18%

The Group intends to upply for un extension of the joint venture tenure from 20 yeurs to 50
yeuars for Qinhuunyduo Shougunyg Plute Mill Co., Ltd., a subsidiary in which the Group has u
51% interest. Such application can only be made during the six-month period prior to the expiry
of the joint venture tenure, und the directors believe that such un extension will be granted
upoh upplicution. Accordingly, the costs of the buildings und of the plant und machinery of
this joint venture ure depreciauted oh the straight-line busis to write off the cost of the ussets
over their estimated useful lives bused on the ussumption that u hew tenure will be granted.

Investment properties

Investment properties ure interests in lahd and/or buildings in respect of which construction
work und development have beenh completed und which are intended to be held on d lohy
term busis for their investment potential. Such properties with unexpired leuse terms of more
than 20 yeurs ure not depreciuted und ure stated ut their open market vulues on the busis of
professionul valuations performed ut the end of each financial year. Chanyges in the value of
investment properties are deult with as movements in the investment property revaluation
reserve. If the totul of this reserve is insufficient to cover u deficit, on a portfolio busis, the
excess of the deficit is charged to the profit und loss account.

Upon the disposul of an investment property, the relevant portion of the investment property
revuluution reserve redlised in respect of previous valuations is releused to the profit and loss
account.

Construction in progress

Construction in progress represents fuctory buildings, plunt and machinery and other fixed
assets under construction aund is stated at cost. Cost comprises direct costs of purchuse,
construction, installation and testing us well as interest churges and exchunge differences on
reluted borrowed fuhds during the period of construction. Construction in proyress is fransferred
to fixed ussets when it is capuble of producing suleuble output on U commerciul busis.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leased assets

Leuses that fransfer substantially all the rewards and risks of owhership of ussets to the Group,
other than legul title, are uccounted for us finunce leuses. At the inception of u finunce leuse,
the cost of the leused usset is cupitdlised ut the present value of the mMinimum leuse puyments
and recorded foygether with the obligution, excluding the interest element, to reflect the
purchuse und finunciny. Assets held uhder capitdlised finunce leuses ure included in fixed
uassets und depreciuted over the shorter of the leuse terms und the estimuted useful lives of the
assets. The finuhce costs of such leuses ure charged to the profit und loss uccount so us to
provide u constunt periodic rate of churye over the leuse terms.

Leuses where substuntidlly dll the rewurds and risks of ownership of ussets remuain with the lessor
are uccounted for us operuting leuses. Rentuls upplicuble to such operating leuses ure churyed
or credited to the profit and loss uccount on the straight-line busis over the leuse terms.

Intangible assets

Intungible ussets represent deferred expenses incurred by certuin of the Group’s subsidiaries in
Mdinlund Chinu and ure stated at cost less accumulated amortisation.

Amortisation is provided usinyg the straight-line busis to write off the cost of intunyible ussets
over their estimated economic lives of hot exceediny 10 yeurs.

Inventories

Inventories aure stuted ut the lower of cost und net redlisuble value. Cost is determined on the
first-in, first-out busis or weighted uveruyge busis und, in the cuse of work in proygress und
finished yoods, comprises direct muteridls, direct labour und an dgppropriute proportion of
overheuds. Net redlisuble value is bused on estimuted selling prices less estimuted costs to be
incurred to completion und disposul.

Construction contracts

Contruct revenue comprises the contract amount und duppropriate amounts from variation
orders, claims and incentive payments. Contract costs incurred comprise direct materidls, the
costs of subcontracting, direct labour und un uppropriute proportion of variable und fixed
construction overheuds.

Revenue from fixed price construction contructs is recoygnised onh the percentage of completion
method, medusured by reference to the costs incurred to dute us compured to the total costs
to be incurred under the conhstruction contract und/or independent quuntity surveyors’
assessment reports.

Revenhue from cost plus construction contracts is recoynised by reference to the recoveruble
costs incurred during the period plus the related fee eurned, meusured by the proportion of

costs incurred to dute to the estimuted totul costs of the relevaunt contract.

Provisions ure mude for foreseeuble losses us soon us they dre unticiputed by munuygement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Construction contracts (Continued)

Where contruct costs incurred to dute plus recoynised profits less recoygnised losses exceed
progress billings, the surplus is freated us un umount due from contract customers.

Where progress billings exceed contract costs incurred to dute plus recoyhised profits less
recoyhised losses, the surplus is freated us un umount due to contruct customers.

Cash equivalents

For the purpose of the consoliduted cush flow statement, caush equivalents represent short
term highly liquid investments which are readily convertible into known umounts of cash und
which were within three months of maturity when acquired, less udvances from bunks repuyuble
within three months from the dute of the udvunce. For the purpose of bulunce sheet
clussificution, cush equivalents represent ussets similar in hature to cush which dare not restricted
as to use.

Deferred tax

Deferred tax is provided, using the liability method, on dll significunt timing differences to the
extent it is probuble that the liability will crystdllise in the foreseeuble future. A deferred tux
asset is hot recoynised until its reulisution is ussured beyond reusonuble doubt.

Foreign currencies

Foreigh currency trunsuctions ure recorded ut the upplicuble rutes of exchunge ruling ut the
transaction dutes. Monetary ussets und liubilities denominuted in foreign currencies ut the
bulunce sheet dute ure trunsluted at the upplicuble rates of exchunye ruling at that date.
Exchunge differences are dedlt with in the profit und loss auccount.

On consolidution, the finunciul statements of overseus subsidiuries, jointly controlled entities
and ussociutes ure trunsluted info Hony Kony dollars ut the applicuble rutes of exchunye
ruling at the bulunce sheet date. The resulting franslation differences dare included in the
exchunge fluctuation reserve.

Borrowing costs

Borrowinyg costs directly uttributable to the acquisition, construction or production of u yudlifyiny
asset which tukes u substuntial period of time to yet reudy for its infended use or sule ure
cupitdlised us purt of the cost of the usset. Cupitulisution of such borrowing costs ceuses when
the usset is substantiually reudy for its infended use or sule. The cupitulisation rute for the year is
based on the auctuul cost of the related borrowings.

All other borrowing costs ure recoyhised us expenses in the period in which they ure incurred.

Convertible bonds

Convertible bonds are stated at par value, adjusted for the accretion of premium on redemption
oh u straight-line busis over the terms of the bonds.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Pension costs

The Group operutes defined contribution retirement benefits schemes under the Mundutory
Provident Fund Schemes Ordinance for certuin of its employees. Contributions are made bused
oh u percentuye of the eligyible employees’ suluries und ure churged to the profit and loss
account us they become puyuble in uccordunce with the rules of the schemes. The ussets of
the schemes ure held sepurutely from those of the Group in independently udministered funds.
When un employee leuves the Maunhdutory Provident Fund Exempted ORSO retirement benefits
scheme prior to his/her interest in the Group’s employer contributions vesting fully, the ongoiny
contributions puyuble by the Group muy be reduced by the relevunt umount of forfeited
conftributions. With respect to the Mundutory Provident Fund retirement benefits scheme, the
Group’s employer contributions vest fully with the employees when contributed intfo the scheme.

Contributions made by certuin PRC joint ventures of the Group, bused onh u percentuge of the
employees’ busic sularies to the centfral pension scheme operuted by the PRC Government,
are churged to the profit und loss uccount us und wheh incurred.

Related parties

Parties ure considered to be reluted if one purty has the ability, directly or indirectly, to control
the other puarty, or exercise sighificunt influence over the other party in making finuncial and
operuting decisions. Purties ure dlso considered to be reluted if they are subject to common
control or common sighificant influence. Reluted purties muy be individuals or corporute entities.

Interest rate swap agreements

The Group uses interest rute swup ugreements to hedye its risks associuted with interest rate
fluctuutions. Any guins or losses arising from the interest rute swup agreements ure credited or
debited to the profit und loss uccount on an uccrual busis.

4. TURNOVER AND REVENUE

Turnover represents the net invoiced vulue of goods sold ufter ullowunces for yoods retfurned
and frude discounts, und services rendered, but excludes intrau-group transactions. Revenue
from the following dctivities has been included in furnover. Revenue urising from other sources
is disclosed in hote 5 to the finunciul statements.

2000 1999

HK$°000 HKS 000

Manufucture und sule of steel products 1,564,594 1,358,089
Rebur stockholding und truding of steel products 297,265 1,145,334
Transportution und shipping 325,863 129,759
Gross rentul income 21,937 20,608
Others 2,214 3.087
Turnover for the yeur 2,211,873 2,656,877
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5. LOSS FROM OPERATING ACTIVITIES

The Group’s loss from operating activities is arrived at after charging:

Cost of inventories sold und services provided

Depreciution:
Owned fixed ussets
Leused fixed ussets

Amortisation of intunyible ussets

Operating leuse rentdls in respect of:
Land and buildings
Plunt and muchinery

Churter hire costs
Auditors’ remuneration

Staff costs (including directors’ remuneration — hote 7):
Wuagyes, sularies und benefits
Pension scheme conftributions (hote)

Loss on disposul of lund and buildinygs

Loss on disposul of other fixed ussets, net

Foreigh exchunge losses, net

Revaluution deficit on investment properties

Specific provisions for bud debts

Generul provisions for bud debts

Write-off of un amount due from u minority shareholder
Loss on deemed disposul of interest in un associute
Provision for decline in value of land und buildings
Provision ugdinst u loun to un ussociute

Loss on disposul of short term investments, het

Loss on chunges in fuir values of short term investments, net

2000 1999
HK$°000 HKS$ 000
2,078,779 2,373,854
87,896 91.351
27,429 29,981
115,325 121,332
764 747
7,542 14,894

- 317

7,542 15,211
321,690 116,127
2,979 3.477
131,311 137.709
749 1,680
132,060 139.289
3,798 781
7,340 2,159
2,302 4,256
7,925 1,195
25,347 109,933
31,483 21,456
2,513 =
313 =

495 1,169
6,000 3,568
203 =
1,288 =
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5. LOSS FROM OPERATING ACTIVITIES (Confinued)

The Group’s loss from operuting activities is arrived at after crediting:

Interest income

Dividend income from listed investments

Guin on disposul of short term listed investments

Guin on disposul of un investment property

Net rentdl income from investment properties

Wuiver of interest expense churged by u related compuny
Guin onh chunyes in fuir vulues of short term investments, het

2000
HK$°000

5,580
210
1,000
20,414
4,280

1999
HK$ 000

13.590
77
442

19.559

1,140

Note: The effect of forfeited conftributions on the Group’s contributions to the pension schemes for the
yeur, und umounts of forfeited contributions avdiluble ut the bulunce sheet dute to reduce

contributions in future years, were not material,

6. FINANCE COSTS

Interest expense on:
Bunk louns, bank overdrafts und other
louns wholly repuyuble within five yeuars
Convertible bonds
Finance leuses
Unpuid cupitul contribution to a jointly controlled entity
Less: Interest cupitdlised into construction in proyress

Net interest expense

Accretion of premium on convertible bonds

2000 1999
HK$°000 HKS$ 000
32,644 50,781
23,553 24,660
428 469
3,180 3.419
(1,215) (1.383)
58,590 77,946
9,832 9,649
68,422 87.595
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DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuunt to the Rules Governing the Listing of Securities on
The Stock Exchunye of Hong Kony Limited ("Listing Rules”) und Section 161 of the Compunies
Ordinunce is us follows:

2000 1999

HK$°000 HKS 000

Fees 245 210
Sularies und other emoluments 3,258 3.291
3,503 3.501

Included in the directors’ fees were fees of HK$150,000 (1999: HKS$100,000) received by
independent non-executive directors.

The remuneration of the directors for the yeuar fell within the following bunds:

Number of directors

2000 1999
Nil - HK$ 1,000,000 8 7
HK$1,000,001 - HK$1,500,000 1 1
HK$1,500,001 - HK$2,000,000 1 1

There wus ho urrungement under which u director waived or ugreed tfo wuive uny remunerution
duriny the yeur.

FIVE HIGHEST PAID EMPLOYEES
The five highest puid employees during the year included one (1999: one) executive director,

whose remunerution wus disclosed in hote 7 ubove. The detuils of the remunheration of the
remuaining four (1999: four) highest puid employees during the year are set out below:

2000 1999

HK$°000 HKS 000

Sularies und ullowunces 5,428 6,378
Pension scheme contributions 253 253
5,681 6,631

The remunerution of the remuining four hon-director, highest puid employees of the Group for
the yeur fell within the following bands:

Number of employees

2000 1999
HK$1,000,001 - HK$ 1,500,000 3 1
HK$1,500,001 - HK$2,000,000 1 3

SHoUGANG CONCORD | NTERNATIONAL ENTERPRISES COMPANY LIMITED

47




48

Nortes 1o FINANCIAL STATEMENTS

10.

11.

31 December 2000

TAX

Hony Kony profits tax has been provided at the rute of 16% (1999: 16%) on the estimuted
assessuble profits urising in Hony Kony during the yeur. Tuxes on profits ussessuble elsewhere
have been culculuted at the rates of tux prevuailing in the countries in which the Group operates,
bused on existing leyislation, interpretutions aund pructices in respect thereof.

Group
2000 1999
HK$°000 HKS 000
Provisions for tax in respect of ussessuble profits for the yeur:
Hony Kony 449 1,576
Elsewhere 23 2
Deferred tux (hote 30) (297) 89
Prior year’s overprovision (1,382) (536
(1,207) 1,131
Shure of tux of ussociutes:
Hony Kony 2,276 936
Share of tux of u jointly controlled entity:
Elsewhere 2,783 5,947
5,059 6.883
Tax charye for the year 3,852 8,014

NET LOSS ATTRIBUTABLE TO SHAREHOLDERS

The nhet loss uttributuble to shareholders deult with in the financiul statements of the Compuny
is HK$137,863,000 (1999: HKS1,108,705,000).

The Group’s share of profits less losses retuined by the ussociutes for the year umounted to a
profit of HK$4,591,000 (1999: loss of HK$143,916,000).

The Group’s share of profits retained by the jointly controlled entities for the yeur aumounted to
HK$8,899,000 (1999: HKS$14,249,000).

LOSS PER SHARE

The culculation of busic loss per share is bused on het loss uttributable to shareholders of
HK$186,422,000 (1999: HKS$652,767,000) und the weighted auveruge of 1,895,855,675 (1999:
1.850,546,139) ordinary shares in issue during the year.

The diluted loss per share for the yeurs ended 31 December 2000 und 1999 is not showhn as
there wus no dilutive effect on the basic loss per share. The 8% convertible bonds had un anti-
dilutive effect on the busic loss per share, und the outstaunding share options of the Compuny
would not result in the issue of ordinury shares for less than the fuir value us their exercise price
wus ubove the uverage market price of the Compuny’s shares during the two years.
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12. FIXED ASSETS

31 December 2000

Group
Leasehold  Fumiture,
Investment Construction  land and  improve- fixtures and  Plant and Motor
properties in progress  buildings ments equipment machinery  vehicles Vessels Total
HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
Cost or valudtion:
At beginning of year 309,780 133,501 401928 409,692 28,485 1,349,901 39,880 46,133 2,719,300
Additions 141 22,075 5,015 76 2,064 523 3.420 - 33.314
Disposuls - (11,739) (5,588) (735) (672) (4,249) (599) - (23,582)
Reclussifications = (1,969) 830 = = 1,139 = = =
Deficit on revaluation  (11,204) = = = = = = = (11,204)
Provision for decline
in value - - (970) - - - - - (970)
Exchunge udjustments - 505 894 1510 47 4,752 137 152 7.997
At 31 December 2000 298,717 142,373 402,109 410,543 29,924 1,352,066 42,838 46,285 2,724,855
Comprising:
At cost - 142,373 396,109 410,543 29,924 1,352,066 42,838 46,285 2,420,138
At 1988 directors’
vuluation - - 6,000 - - - - - 6,000
At 2000 professional
valuation 298,717 - - - - - - - 298,717
298,717 142,373 402,109 410,543 29,924 1,352,066 42,838 46,285 2,724,855
Accumuluted depreciation:
At beyinning of yeur - - 80,653 115,485 21,356 388,357 29,101 29,657 664,609
Provided during
the year - - 14,343 21,033 2,540 72,146 4,236 1,027 116,325
Disposuls - - (180) (729) (409) 978) 479) - (2,775)
Write-buck on provision
for decline in value = = (310) = = = = = (310)
Exchunge udjustments - - 303 419 42 1428 115 81 2,388
At 31 December 2000 - - 94,809 136,208 23,529 460,953 32,973 30,765 779,231
Net book value:
At 31 December 2000 298,717 142,373 307,300 274,335 6,395 891,113 9,865 15,520 1,945,618
At 31 December 1999 309,780 133,501 321275 294,207 7.129 961,644 10,779 16,476 2,054,691
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12.

31 December 2000

FIXED ASSETS (Confinued)

The cost or valuution of the Group’s lund und buildings are anulysed us follows:

Hong Kong Elsewhere Total

HKS 000 HKS 000 HKS 000

Lony term leuse 5,789 875 6,664
Medium term leuse 11,231 384,214 395,445

17,020 385,089 402,109

The net book vulue of ussets held uhder finunce leuses included in the totul umount of fixed
ussets ut 31 December 2000 umounted to HK$197,877,000 (1999: HKS$224,476,000).

Had the Group’s lund und buildings been curried at cost less uccumulated depreciution, they
would huve been included in the finunciul stutements ut upproximutely HK$304,953,000 (1999:
HK$318,864,000).

The Group hus udopted the provisions of SSAP 17 “Property, Plunt and Equipment” issued by
the Hony Konyg Society of Accountunts of nhot making further regular revaluations of its laund

and buildings which had previously been revalued.

The currying vulue of the Group’s investment properties is anulysed us follows:

Hong Kong Elsewhere Total

HKS 000 HKS 000 HKS 000

Lony term leuse 101,101 16,016 117,117
Medium term leuse 181,600 - 181,600

282,701 16,016 298,717

The Group’s investment properties situated in Hong Kony were revalued on 31 December 2000
by AA Property Services Limited, un independent firm of professionul valuers, on uh open
market value bused on their existing use. These properties ure rented out under operutiny
leuses.

The Group’s investment properties situated in Mainlund Chinu were revalued at 31 December
2000 by DTZ Debenhum Tie Leuny Limited, un independent firm of professional valuers, on un
open murket value bused on their existing state. These properties were vacunt us at the bulance
sheet date.

Certuin of the Group’s land and buildings and investment properties with an aggregyute net
book vulue of HK$277,721,000 (1999: HKS$286,847,000), toyether with u cush deposit of
HK$3,000,000 (note 22) und certuin shares in u listed subsidiary with an murket value of
HK$29,129,000 us ut 31 December 2000 (hote 33), huve been pledyed to bunks in Hony Kony
us security for banking fucilities of upproximutely HKS$164,796,000 (1999: HKS$115,000,000) yrunted
to the Group. At us 31 December 2000, such fucilities were utilised to the extent of HK$123,587,000
(1999: HKS$65,824,000).
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13.

31 December 2000

FIXED ASSETS (Confinued)

Certuin of the Group’s plunt und muchinery with u net book vulue of HK$515,543,000 (1999:
HK$556,225,000) were pledyged to u bunk in Muinlund China for bunking fucilities of HK$94,277,000
(1999: HK$93,923,000) yrunted to the Group. At us 31 December 2000, such fucilities were
utilised to the extent of HK$69,765,000 (1999: HK$73,730,000) .

Further detuils of the Group’s mujor investment properties are set out on puyes 87 und 88 of
this annuul report.

INTERESTS IN ASSOCIATES

Group

2000 1999
HK$°000 HKS 000
Share of het ussets 392,051 456,888
Less: Provision for loss on disposal - (80,068)
392,051 376,820
Loun to un ussociute 27,900 71,122
Less: Provision for u loun to un ussociute (9,568) (46,790)
18,332 24,332
410,383 401,152

Associutes include:
share of net ussets of Hony Kony listed compaunies 392,048 376,818
Market value of the listed shures 176,228 247,538

The loun to un ussociute us ut 31 December 2000 represents un umount of HK$27,900,000 due
from Top Peurl Internutionul Development Limited, which is unsecured, beuars interest ut 15%
fer unnum und hus no fixed terms of repuyment.

During the yeur, the time charter loun stocks of HK$41,494,000 (US$5,354,000) und convertible
loun stock of HK$1,728,000 (US$223,000) issued by Associuted Bulk Curriers Limited (*"ABC") were
written off, having been fully provided aguinst during the year ended 31 December 1999,
pursuunt fo u sule aund purchuse ugreement entered into on 3 April 2000, whereby the Group
ugreed to dispose of its interest in ABC for US$2 und wuive ull und uny right to receive uny loun
stock from ABC.
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13. INTERESTS IN ASSOCIATES (Continued)

Particulars of the ussociutes ut the bulance sheet dute, dll of which are held through subsidiaries,
are us follows:

Place of Percentage
incorporation or of equity

Business  registration/  attributable Principal
Name structure operation to the Group activities
2000 1999
Shougunyg Concord Century Corporute Hong Kony 37 37 Investment
Holdings Limited (*"SC Century”)* holdiny
Shougunyg Concord Technology Corporute Hong Kony 28 28 Investment
Holdings Limited holdiny
("SC Technoloyy”)*#
Guinrise Holdinys Limited Corporute Hong Kony 20 20 Investment
holdiny
Top Peurl International Corporute British Virgin 30 30 Property
Development Limited Islands/ development
People’s
Republic
of Chinu
Associuted Bulk Carriers Corporaute Hong Kony - 25 Churtering
Limited™* of vessels

The Group’s interests in the ubove ussociutes were in the form of ordinary shares.

*  Listed on The Stock Exchunge of Hony Kony Limited.
** On 3 April 2000, un ugreement wus entered into between the Compuny, The Peninsular and Oriental
Steaum Nuvigation Compuny ("P&O”) und ABC (the “Aygreement”) whereby the Compuny sold its equity
interest in ABC, u joint venture compuny estublished in April 1998 which wus held us to 25% by the
Compuny, us to 25% by Shougyuny HK and us to 50% by P&O. Pursuunt to the Agreement, the Compuny
uyreed to sell one deferred shure of HKS1 in the cupitul of ABC und to procure the sule of 35,750,000
issued C shures of US$1.00 in the cupitul of ABC to P&O for u totul considerution of US$2. The Compuny
uyreed to puy (i) HK$21,547,000 (US$2,782,000) to ABC, beiny the compensution for the losses incurred
by ABC on the Jedforest und Lauuderdule charters in the second half of 1999; (ii) HK$7,427,000 (US$959,000)
to P&O, beiny the settlement of the Compuny’s shure of interest puyuble to The Chuse Munhuttaun Bunk
which P&O hud ulreudy dischurged on behulf of the Compuny; und (i) HK$15,415,000 (US$1,990,000) to
ABC, beiny puyuble in connection with the Jedforest und Lauderdule charters from Januury fo March
2000.

Pursuunt fo the Agreement, the Compuny ulso ugreed to wuive dll rights to receive uny loun stock und
the interest thereon with un ugygregute cuarrying value of HK$43,222,000 us ut 31 December 1999.

The disposul resulted in u loss of upproximately HK$152,693,000 which wus provided for in the finunciul
statements for the yeur ended 31 December 1999,

# Duriny the yeur, certuin shure options of SC Technoloyy were exercised by the share option holders. The
Group’s interest in SC Technoloyy decreused from 28.02% to 27.94% durinyg 2000.
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31 December 2000

INTERESTS IN ASSOCIATES (Continued)

Summary extracts of the consolidated operating results and financial position of the SC Century
group und the SC Technholoyy group, bused on their audited financial statements for the years
ended 31 December 2000 und 1999, ure us follows:

() The principul uctivities of the SC Century group dre the trading und processing of copper
and brass products, industriul chemicual products, munufucturing of steel cords und
property development und investment.

2000 1999
HK$°000 HKS 000
Turnover:
Continuing operutions 142,422 107.853
Discontinued operations 26,695 160,967
169,117 268,820
Operuting profit/(loss) 7,402 (66,846)
Finaunce costs (10,465) 17.312)
Profit/(loss) ufter finance costs:
Continuing operutions (4,686) (71,302
Discontinued operautions 1,623 (12,856)
(3,063) (84,158)
Share of profits less losses of jointly controlled entities
Continuing operutions 9,558 10,596
Discontinued operutions (1,016) 61
8,542 10,657
Share of profit of un ussociute 4,590 3.261
Profit/(loss) before tux 10,069 (70,240)
Tux (6,895) 799
Profit/(loss) before minority interests 3,174 (69.,441)
Minority interests 1,565 3.825
Net profit/(loss) from ordinary activities uttributuble
to shureholders 4,739 (65.,616)
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13. INTERESTS IN ASSOCIATES (Continued)

(w) (continued)

2000 1999

HK$°000 HKS 000

Fixed ussets 335,280 366,400
Interests in ussociutes 39,334 36.879
Interests in jointly controlled entities 36,370 62,042
Other non-current ussets 14,035 12,875
Current ussets 149,826 173.556
Totul ussets 574,845 651,752
Current lidubilities 75,230 168,268
Lony term liubilities 38,460 49,904
Minority interests 90,371 103.330
Totdl liubilities und minority interests 204,061 321,502
Net ussets 370,784 330,250
Net ussets uttributuble to the Group 135,559 120,735
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13. INTERESTS IN ASSOCIATES (Continued)

(o))

The principul activities of the SC Technoloyy group dre the manufacture and sule of
telephone cords und uccessories, power cords, uduptors und electronic products, printed
circuits bourds, high precision components for computers und the provision of freight

forwarding und delivery services.

Turnover

Operating profit

Finance costs

Provision for impuirment in value of interest in a
jointly controlled entity

Share of profits less losses of jointly controlled entities

Profit/(loss) before tux
Tax

Profit/(loss) before minority interests
Minority interests

Net profit/(loss) from ordinary activities uttributuble
to shareholders

Fixed ussets

Interests in jointly controlled entities
Other non-current ussets
Current ussets

Total ussets

Current lidbilities

Lony term ligubilities

Minority interests

Total liubilities und minority interests

Net ussets

Net ussets attributable to the Group

2000 1999
HK$°000 HKS$ 000
686,604 742,580

23,174 8,017
(6,559) (7.674)
(51,491) =
18,063 30,675
(16,813) 31,018
527 (1,900
(16,286) 29,118
(6,499) (2,980
(22,785) 26,138
245,778 268,824
106,066 112,064
17,337 16,592
386,892 383,070
756,073 780,550
164,713 194,536
233 2,657
39,778 33.279
204,724 230.472
551,349 550,078
153,948 154,132
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14. INTERESTS IN JOINTLY CONTROLLED ENTITIES

Group
2000 1999
HK$°000 HKS 000
Unlisted investments:
Cost plus share of post-acyuisition profits
of jointly controlled entities 237,251 194,194

Particulars of the jointly contfrolled entities ut the bulunce sheet dute, dll of which are held
through subsidiaries, ure us follows:

Percentage
of ownership
interest/  Percentage
Place of profit and of voting
incorporation/ loss sharing power
Business registration attributable  attributable Principal
Name of entity structure and operations to the Group to the Group activities

Beijing Donyzhimen Corporute PRC 26 26 Property
Infernutionul Apartment holding
Co., Ltd. ("Beijing and provision
Dongzhimen”) - note of residential

serviced
upurtments

Oncor Investment Limited Corporute Honyg Kohy 50 50 Investment
holding und

frading of

silicone

seulunt und

other

udhesives

Note:

Beijing Donygzhimen is u sino-foreign eyuity joint venture which wus estublished in the PRC on 18 December
1986 with a tenhure of 14 yeurs and 8 months to 17 August 2001 (the “initial JV term”). Under the terms of the
subscription ugreement between the Group und the originul joint venture purtners, the originul joint venture
purtners were reqyuired to procure for un extension of the initial JV term for u further period of 15 yeurs from
the dute of expiry of the initiul JV term to 17 August 2016. The extension hus been upproved by the relevant
authorities during the yeur upon the completion of the capitul contribution.

Beijing Donygzhimen holds the lund use rights for the land on which the Eust Lake Villus are presently locuted

until the expiry of the initial JV term. At the bulance sheet dute, Beijing Dongzhimen wdus in the process of
applying for an extension of 40 yeurs for the use of the lund following the expiry of the initiul JV term.

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED



Nortes 1o FINANCIAL STATEMENTS

14.

31 December 2000

INTERESTS IN JOINTLY CONTROLLED ENTITIES (Continued)

Shouyguny HK, the controlling shareholder of the Company und u fellow subsidiary of one of
the originul joint venture parthers, hus provided un irrevocuble undertuking to the Group to the
effect that, should the present lund use right be terminated prior to the expiry of the initial JV
term, or should the extension of 40 yeurs hot be upproved by the Beijing Administration for
Land und Property, the Group will have the right to require Shouguny HK to aucquire from the
Group the entire issued share capital of Grand Award Limited, a subsidiary of the Group, ut an
amount eyuul to the considerution puid by Grand Awurd Limited for the acqyuisition of Beijing
Donyzhimen together with any further capital or loans which Grand Award Limited may have
contributed or udvunced to Beijing Dohgzhimen, plus interest thereon culculuted ut market
rates (the “Put Option”). In connection with Shougunyg HK’s grant of the Put Option, the Group
hus puid Shouguny HK u sum of HK$100 us considerution.

A summuary of the results and net ussets us ut 31 December 2000 und 1999 of Beijing Donyzhimen
is set out below:

() Results

2000 1999
HK$°000 HKS 000
Turnover 79,244 103,701
Profit before taux 26,255 46,091
Tux (6,325) (13,516)
Profit after tax 19,930 2578
(b) Net ussets
2000 1999
HK$°000 HKS 000
Fixed ussets 140,714 144,975
Construction in progress (hote c) 359,719 256,720
Lony term investment 1,206 1,803
Other non-current ussets 680 1,694
Current ussets 81,172 134,006
Current liubilities (49,389) (46,640)
534,102 492,558
Net ussets attributable to the Group 235,882 192,955

©) Beijing Donygzhimen hus obtuined u temporary lund use right certificute in respect of the
land included therein. At the bulunce sheet date, Beijing Donyzhimen wus in the process
of upplying for the formul lund use right certificute following the full payment of the
land premium during the yeuar.
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15. INTANGIBLE ASSETS

Group

Cost:
At beyinninyg of year
Additions
Exchunyge udjustments
At 31 December 2000
Accumuluted amortisution:
At beyinninyg of yeur
Charge for the year
Exchunyge udjustments

At 31 December 2000

Net book vulue:
At 31 December 2000

At 31 December 1999

16. INVESTMENTS

Long term investments

Unlisted equity investments, at cost

Short term investments

Listed equity investments in Hony Kony, ut market value

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED

Deferred
expenses
HKS 000

7,520
76
28

7,624

2,143
764

2,915

4,709

5,377

Group

2000 1999
HK$°000 HK$ 000

405 692

Group

2000 1999
HK$°000 HK$ 000

8,320 23,238
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18.

31 December 2000

INVENTORIES
Group

2000 1999
HK$°000 HKS 000
Ruw muteridls 157,817 136,074
Work in progress 44,771 35,499
Finished goods 43,589 48,058
Goods in transit 657 -
246,834 219,631

The currying umount of inventories included in the above thut ure carried ut het redlisuble

value wus HKS$11,956,000 (1999: HK$18.,082,000).

ACCOUNTS AND BILLS RECEIVABLE

Group
2000 1999
Note HK$’000 HKS 000
Manufucture und sule of steel products (hote ) 262,866 364,188
Others (hote b) 91,517 62,534
Gross umounts due from contract customers 19 17,491 37.189
371,874 463,911
Notes:

() The uyged unulysis of accounts und bills receivable from the manufacture and sule of steel products,

principdlly in Mainlund China, wus us follows:
2000 1999
HK$’000 HKS$ 000
Within one yeur 114,474 190,560
1-2 yeurs 53,213 57,539
Over 2 yeurs 95,179 116,089
262,866 364,188

Trading terms with customers dare lurgely on credit, except for hew customers, where payment in
advunce is hormully required. Invoices ure hormully puyuble within 30 duys of issuunce, except for
certuin well estublished customers, where the terms ure extended to 60 duys. The munuyement
seeks to muintuin conftrol over its outstunding receivubles und exercises credit control to minimise
credit risk. Overdue bulunces ure ulso regulurly reviewed und followed up by the manugement in

accordunce with the generul business practice applicuble to the operating environment in Muinland

Chinu.
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18. ACCOUNTS AND BILLS RECEIVABLE (Continued)

(b) The uged unulysis of uccounts und bills receivuble from other activities wus us follows:
2000 1999
HK$°000 HKS$ 000
Within 90 duys 60,350 31,345
91-180 duys 1,632 11,752
181-365 duys 4,516 7,787
1-2 yeurs 17,909 1,904
Over 2 yeurs 7,210 9,746
91,517 62,534

For the steel fradiny business, payment terms with customers are largely by letters of credit, normully
at sight. For the shipping business, puyment terms with customers ure governed by the charter party,
which muainly range from 10 to 30 duys. For other businesses, fradiny terms with customers are similar
to those set out ih (u) ubove. The munaugement seeks to muintain control over its outstundiny

receivubles und exercises credit control to minimise credit risk. Overdue bulunces ure dlso regularly

reviewed und followed up by the munugement.

19. CONSTRUCTION CONTRACTS

Group

2000 1999
HK$°000 HKS 000

Gross umounts due from contract customers included
in accounts and bills receivuble 17,491 37.189

Gross umounts due to contfract customers included in
uccounts und bills puyubles (4,486) (4,084)
13,005 33.105

Contract costs incurred plus recoyghised

profits less losses to dute (hote) 450,567 467,167
Less: Proyress billings (hote) (437,562) (434,062)
13,005 33.105

Note: These umounts ure muinly related to construction contracts which huve either been terminuted,
ceused or had insighificunt activities during the yeuar. The directors have been neyotiuting with
customers to agree their finul completion uaccounts during the yeur und up to the dute of upprovul

of these finunciul stutements.

At 31 December 2000, retentions held by customers for contract works us included in accounts
and bills receivuble/prepuyments, deposits und other receivubles under current ussets amounted

to upproximately HK$16,999,000 (1999: HK$27,358,000).
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21.

22.

23.

31 December 2000

DUE FROM/TO RELATED COMPANIES

These represent umounts due from/to Shouguny HK, its holding compuny, subsidiaries and
fellow subsidiuries. Except for u short ferm loun umount of HK$2,503,000 (US$321,000) due to u
wholly-owned subsidiary of Shougauny HK by the Compuny which is unsecured, bedars interest at
8.42% per unnum und is repuyuble in June 2001, und other short term louns of HK$54,558,000
(1999: HK$208,547,000) yrunted by Shouyuny Corporution und its uffiliute to one (1999: three)
of the Group’s subsidiuries estublished in Mainland Chinu which dare unsecured, interest-free
and huve no fixed terms of repuyment, the remuininyg bulunces represent hormal trude
receivubles/puyubles und other short term udvunces from reluted compunies which are dlso
uhsecured, interest-free und have no fixed terms of repuyment.

As further detuiled in hote 2 to the financiul statements, the repayment of umounts owed to
Shougunyg HK will only be mude on the busis that the repauyment will hot adversely impuair the
liguidity position of the Group.

DUE FROM/TO ASSOCIATES/JOINTLY CONTROLLED ENTITIES

The bulunces ure unsecured, interest-free und have nho fixed terms of repuyment. Except for u
bulunce of HK$2,270,000 due to u jointly controlled entity which bore interest ut 6% per unnum
and wus repuaid in July 2000, the bulances us ut 31 December 1999 were unsecured, interest-
free and hud no fixed terms of repuyment.

PLEDGED DEPOSITS

Included in the bulunces ure: (i) u cush deposit of HK$3,000,000 (1999: Nil) pledyed to u bunk
in Hony Kony us part of u security to secure banking facilities granted to the Group, and (i) u
cush deposit of HK$3,920,000 (1999: HK$3,757,000) pledged to u bunk in Muinlund Chinu to
secure bunking fucilities of upproximately HK$3,771,000 (1999: HKS$3,757,000) yrunted to u
subsidiary of the Group estublished in Mainland China. As at 31 December 2000, such facilities
ayyreyuting HKS$3,771,000 (1999: HK$3,757,000) were fully utilised by the Group.

CASH AND CASH EQUIVALENTS

Included in the bulunce is un umount of HK$1,577,000 (1999: HK$3,441,000) deposited by certuin
subsidiaries in Mainlund Chinu with Huu Xia Bunk, which is a related compauny of Shouguny HK.
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24. ACCOUNTS AND BILLS PAYABLES

Group
Note 2000
HK$°000
Manufucture und sule of steel products (hote ) 82,850
Others (hote b) 24,886
Gross umounts due to contract customers 19 4,486
112,222
Notes:
() The uyed unulysis of uaccounts and bills puyubles from the maunufacture und sule of steel products,
principdlly in Mainlund China, wus us follows:
2000
HK$°000
Within one yeur 38,856
1-2 yeurs 28,743
Over 2 yeurs 15,251
82,850
(b) The uged unulysis of uccounts und bills puyubles from other uctivities was us follows:
2000
HK$°000
Within 90 duys 22,133
91-180 duys 67
181-365 duys 93
1-2 yeurs 1,063
Over 2 yeurs 1,530

24,886

In the opinion of the directors, it is impracticuble to prepure un uged unaulysis for the uccounts
and bills puyubles as ut 31 December 1999. Accordingly, a compurative aged unalysis of
accounts und bills puyubles hus not been presented.
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CONVERTIBLE BONDS

On 17 September 1998, the Compuny issued u totul of HK$338,276,000 8% convertible bonds
(the “Bonds”) due November 2001 to the Compuny’s then shareholders. The Compuny ruised
approximately HK$334 million, net of expenses.

Each Bond is, ut the option of the holder, convertible on or ufter 12 November 1998 up to und
including 11 November 2001, into fully paid ordinary shares of the Compuny with a par value of
HK$0.20, ut un initiul conversion price of HK$0.38, subject to udjustment in certuin events. On
conversion, the principul umount of the Bonds beiny converted and the uccrued interest
thereon will be extinguished und releused in exchunye for the hew shares to be issued by the
Compuny, credited us fully puid.

From 17 December 1998, the Compuny muy redeem ull or some of the Bonds at their principdal
amount plus uccrued und unpuid interest, if the closing price of the shares of the Compuny for
euch of the 20 consecutive tfradinyg duys before redemption is at leust 140% of the conversion
price in effect on euch of such truding duys, or if less than 10% of the Bonds ure outstunding.

During the yeur, u principul umount of HK$5,700 (1999: HK$34,225,000) of the Bonds wus
converted info ordinury shures of the Compuny ut u conversion price of HKS0.38 per share,
resulting in the issue of 15,000 (1999: 90,065,000) ordinury shures of the Compuny of HKS0.20
edch, credited aus fully puid. At the bulunce sheet date, the remuaining Bonds umounted to
approximutely HK$294,414,000. The exercise in full of the conversion rights of the remuininy
Bonds at the initial conversion price would result in the issue of 774,775,000 (1999: 774,790,000)
additionul ordinury shures.

Unless previously redeemed or converted, euch Bond will be redeemed ut 110% of its principdal
amount with accrued interest on 12 November 2001. Accordingly, the Bonds have been clussified

as current liubilities us ut the bulunce sheet dute.

INTEREST-BEARING BANK AND OTHER BORROWINGS

Group Company

Notes 2000 1999 2000 1999

HK$°000 HKS 000 HK$°000 HKS 000

Bunk overdrufts 27 7,056 603 - -
Current portion of

bank louns 27 390,309 253,771 - -
Current portion of

leuse puyubles 28 26,893 26,792 - -

424,258 281,166 - -
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27. BANK LOANS AND OVERDRAFTS

Group Company

2000 1999 2000 1999

HK$°000 HKS 000 HK$°000 HKS 000

Bunk overdrufts 7,056 603 - -
Trust receipt louns 5,272 5,344 - -
Bunk louns 485,037 313,927 - -
497,365 319,874 - -

Secured 197,123 143,311 - -
Unsecured 300,242 176,563 - -
497,365 319,874 - -

The secured bunk louns und overdrufts of HK$197,123,000 (1999: HK$143,311,000) ure secured
by certuin of the Group’s leusehold land und buildings, investment properties, plunt and
machinery, cush deposits und interests in shares in a listed subsidiary us further set out in notes
12, 22 und 33 to the financial statements, respectively.

The muturities of the bank louns und overdrufts are us follows:

Group Company

2000 1999 2000 1999
HK$°000 HKS 000 HK$°000 HKS 000

Bunk overdrufts repuyuble within onhe
yeur or oh demand 7,056 603 - -

Bunk louns repuyuble:

Within one yeur or on demaund 390,309 253,771 - -
In the second year 30,000 65,500 - -
In the third to fifth years, inclusive 70,000 - - -
490,309 319.271 - -
Totul bunk louns und overdrufts 497,365 319,874 - -
Portion clussified us current liabilities (397,365 (254,374) - -
Lony term portion 100,000 65,500 - -

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED



Nortes 1o FINANCIAL STATEMENTS

28.

29.

31 December 2000

LEASE PAYABLES

Commitments for capital amounts under finunce leuses ut the bulance sheet dute were us
follows:

Group

2000 1999
HK$°000 HKS 000

Repuyuble:
Within one year 26,893 26,792
In the second year 26,893 26,792
In the third to fifth years, inclusive 80,679 80,376
Beyond five yedars 89,644 116,063
224,109 250,023
Portion clussified us current liabilities (26,893) (26,792)
Lony term portion 197,216 223,231

LONG TERM LOANS FROM RELATED COMPANIES

The umount represents the uyyreyute of u lony term loun principul of HK$64,480,000 und
accrued interest of HKS$7,614,000 (1999: ugyregute umount of HK$78,568,000) due by the
Compuny to a wholly-ownhed subsidiary of Shougung HK. The bulance is unsecured, repuyuble
oh 31 Murch 2002 und beurs interest ut 8.5% per unnum during the year.

The remuining loun principul of HK$271,750,000 wus mude by du wholly-ownhed subsidiury of
Shougung HK to onhe of the Compuny’s subsidiaries in Mainland Chinu, in which the Compuny
and Shougunyg HK have uttributable interests of 51% and 39%, respectively. The amount is
unsecured and interest-free. The subsidiary of Shougung HK hus undertaken to provide this loun
oh un unspecified lony term busis. Accordingly, the loun bulance has been clussified us u lony
term liability.
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30. DEFERRED TAX

Bulunce at beyinning of yeur
Credit/(charyge) for the year (hote 9)
Disposul of subsidiuries, net

Bulunce at end of yeur

Group
2000 1999
HK$°000 HKS 000
(483) (483)
297 89
- 89
(186) (4893

The principul components of the Group’s provision for deferred tux assets/(liabilities) and amounts

not provided for ure us follows:

Provided Not provided
2000 1999 2000 1999
HK$°000 HKS 000 HK$°000 HKS 000
Tax losses cuarried forward - - 52,631 22,147
Acceleruted depreciution dllowunces (186) (483 (244) 67
(186) (483 52,387 22,090

Deferred tux hus not been provided on the revadlued ussets us the revuludtion is hot deemed to

be u timiny difference.

The Compuny had no sighificant unprovided deferred tax liubility as at the bulunce sheet

dute.

31. SHARE CAPITAL

Shares

Authorised:
5,000,000,000 ordinary shares of HKS0.20 euch

Issued und fully puid:
1.895,856,454 (1999: 1,895,841,454)
ordinury shures of HK$0.20 euch

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED

Company
2000 1999
HK$°000 HKS 000
1,000,000 1,000,000
379,171 379.168
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31.

31 December 2000

SHARE CAPITAL (Continued)

Durinyg the yeur, u principul umount of the Bonds, totulling HK$5,700 (1999: HK$34,225,000), wus
converted info ordinury shures of the Compuny ut u conversion price of HKS0.38 per share,
resulting in the issue of 15,000 (1999: 90,065,000) ordinury shures of the Compuny of HKS0.20
euch, credited us fully puid. The principul amount und the uccrued interest on the Bonds
converted were extinguished and releused upon conversion.

Share options

On 11 April 1991, au share option scheme (the “Scheme”) wus udopted by the shareholders of
the Compuny. Under the Scheme, the directors muy, ut their discretfion, invite employees of
the Compuny and its subsidiaries, including directors, to fuke up options to subscribe for shares
of the Compuny ut u price of not less than 80% of the uveruye of the closinyg prices of the
shures on The Stock Exchunhyge of Hony Kony Limited on the five trading days immediately
preceding the dute of offer of grant, or the nhominul value of the Company’s shares, whichever
is the higher umount. The muximum number of shares in respect of which options muy be
granted under the Scheme muy not exceed 10% of the issued cupital of the Compuny, excluding
any shuares issued upon the exercise of options, from time to time. An option muy be exercised
under the Scheme ut any time during u period of not exceediny five yedrs commencinyg one
month ufter the dute the option is uccepted und expiring on the lust day of such period or 10
yeurs from 11 April 1991, whichever is the eurlier. Euch of the gruntees hus puid HKS1 us cush
consideration for the graunt of the options in uccordunce with the Scheme.

Detuils of the shure options granted, exercised und lapsed pursuunt to the Scheme during the
yeur ended 31 December 2000 ure us follows:

Number of options

Lapsed or

Exercise At Granted  Exercised  cancelled
Date of offer price beginning during during during Atend
of grant per share Exercise period of year the year the year the year of year
17 June 1997 HK$1.355 The dute of 22,150,000 - - (6,300,000) 15,850,000

ucceptunce of
offer to 10 April 2001

Subsequent to the bulance sheet dute, dll of the ubove share options lupsed us u result of the
termination of the Scheme on 10 April 2001.
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32. RESERVES

Enterprise
expansion
Share Capital Exchange fund and
premium redemption Revaluation  fluctuation Capital statutory Accumulated
account reserve reserve reserve reserve reserve fund losses Total

HKS"000 HKS"000 HKS"000 HKS"000 HKS"000 HKS"000 HKS"000 HKS"000
Note (a) Note (b)

Group
At 1 January 1999 805,311 1.019 2,855 31,792 362,473 125,805 (186,221) 1,143,034
Issue of shures 16,212 - - - - - - 16,212
Shure issue expenses (36) - - - - - - (36)
Deemed ucyuisition

of inferest

in un ussociute - - - - - - 28 28
Share of movements

in reserves

of ussociutes - - 178 281 2,692 335 (420) 3,066

Exchunge udjustments
on franslation
of the finuncial
statements
of overseus subsidiaries,
ussociutes und jointly

controlled entifies - - - 2,386 - - - 2,386
Disposul of interest in un

ussociute - - - 2,264 72,584 (437) - 74,411
Net loss for the yeur - - - - - - (652,767) (652,767)
At 31 December 1999 821,487 1.019 3.033 36,723 437,749 125,703 (839.380) 586,334

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED
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RESERVES (Continued)

31 December 2000

Enterprise
expansion
Share Capital Exchange fund and
premium redemption Revaluation  fluctuation Capital statutory Accumulated
account reserve reserve reserve reserve reserve fund losses Total
HK$°000 HK$000 HK$°000 HK$"000 HK$000 HK$000 HK$°000 HK$000
Note (a) Note (b)
Group
At 1 January 2000 821,487 1.019 3.033 36,723 437,749 125,703 (839.380) 586,334
Issue of shures 3 - - - - - - 3
Share issue expenses Q) - - - - - - Q)
Share of movements in
reserves of ussociutes - - 981 (202) 10,359 656 (628) 11,166
Exchunge udjustments
on franslation of the
finuncial stutements
of overseus subsidiaries
und jointly controlled
entities - - - 5,025 - - - 5,025
Trunsfer to enterprise
expunsion und statutory
reserve funds - - - - - 635 (635) -
Deemed disposul of
interest in un ussociute - - - - 313 - - 313
Net loss for the yeur - - - - - - (186.422) (186.422)
At 31 December 2000 821,489 1,019 4,014 41,546 448,421 126,994  (1,027,065) 416,418
Reserves retuined by:
Compuny und its
subsidiaries 821,489 1.019 2,855 52,929 403,479 118,889 (971,656) 429,004
Associutes - - 1,159 (12,065) 44,942 8,106 (66,079) (23,938)
Jointly controlled
entities - - - 682 - - 10,670 11,352
31 December 2000 821,489 1,019 4,014 41,546 448,421 126,994  (1,027,065) 416,418
Compuny und its
subsidiaries 821,487 1.019 2,855 48,104 403,166 118,254 (599,124) 795,761
Associutes - - 178 (11,863) 34,583 7.449 (256,125)  (225,778)
Jointly controlled
entities - - - 482 - - 15,869 16,351
31 December 1999 821,487 1.019 3.033 36,723 437,749 125,703 (839.380) 586,334
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Enterprise
expansion
Share Capital Exchange fund and
premium redemption Revaluation  fluctuation Capital statutory Accumulated
account reserve reserve reserve reserve reserve fund losses Total
HK$"000 HK$000 HKS"000 HKS"000 HKS"000 HKS"000 HKS"000 HKS"000
Note (u) Note (b)

Company

At 1 Junuary 1999 805,311 1,019 = = 1,800,000 = (805,624) 1,800,706

Issue of shures 16,212 - - - - - - 16,212

Shure issue expenses (36) - - - - - - (36)

Loss for the yeur - - - - - - (1,08,705)  (1,108,705)

At 31 December 1999

und beyinning of year 821,487 1,019 = = 1,800,000 - (1914,329) 708,177

Issue of shures 3 - - - - - - 3

Share issue expenses Q) - - - - - - Q)

Loss for the yeur - - - - - - (137.863) (137.863)

At 31 December 2000 821,489 1,019 = = 1,800,000 - (2,052,192) 570,316

Notes:

() The Compuny’s cupitul reserve wus creuted through the reduction of its share premium uccount on
29 November 1993, us upproved by the Supreme Court of Hony Kong. It is hon-distributuble, but
may be upplied to eliminute goodwill on consolidution arising from acqyuisitions.

(b) In accordunce with the finunciul regulations upplicuble in Mainland China, subsidiaries, ussociutes

and other joint ventures in Muinlund China are required to transfer part of their profits ufter tux to

the enterprise expunsion fund und the statutory reserve fund, which are non-distributauble, before
profit distributions to joint venture partners. The quuntu of the fransfers ure subject to the approval
of the bourd of directors of these subsidiuries, ussociutes and other joint ventures in uccordunce
with their respective joint venture ugreements.

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED
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33.

31 December 2000

INTERESTS IN SUBSIDIARIES

Company
2000 1999
HK$°000 HKS 000
Unlisted shures, at cost 527,466 527,466
Due from subsidiaries 2,554,931 2,582,250
3,082,397 3,109,716
Less: Provisions for diminutions in values (1,737,752) (1,634,084
1,344,645 1,475,632

Except for bulunces with un ugyregyute umount of HK$81,544,000 (1999: HK$132,972,000) due
from certuin subsidiuries, which beur interest at 4.5% to 11.74% (1999: 4.5% to 11.74%) per
annum, the remuaining balances dare interest-free, uhsecured und huve ho fixed terms of
repuyment.

Certuin of the shures of Shougunyg Concord Grand (Group) Limited held by a subsidiary of the
Compuny with un ugygreyute market value of HK$29,129,000 us ut 31 December 2000 huve
been pledyed to u bunk in Hony Kohy us purt of u security fo secure bunking facilities graunted
to the Group.

Particulars of the principul subsidiuries ut the bulunce sheet date are us follows:

Nominal value
Place of of issued Percentage
incorporation ordinary of equity
or registration/ share capital/ attributable Principal
Name operations registered capital to the Group activities
2000 1999

Shouguny Concord British US$1,000 100 100 Investment
Steel Holdinygs Virgin Islunds/ holding

Limited Honhy Kony
Shouguny Concord Hony Kony HK$25,000,000 100 100* Investment
Steel Group holding

Limited

Shouguny Concord Honhy Kony HK$14,000,000 100 100* Trading of
Construction construction
Muateridls Limited materials and
provision of interior
decorution
and rehovation
services
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33. INTERESTS IN SUBSIDIARIES (Confinued)

Place of

incorporation

or registration/

Name operations

Rudnor Limited Honhy Kohy

Rudnor Enygineering Honhy Kohy/

Limited People’s

Republic

of Chinu

Fuirtree Group British

Limited Vigin Islunds/

People’s

Republic

of Chinu

Donhgyuun Roulop People’s

Metal Products Republic

Co. Limited of Chinu

Jiungmen Rudnor People’s

Kitchen & Laundry Republic

Engineering Limited of Chinu

Shouguny Concord Hony Kony
Godown Limited

Shouguny Concord Hony Kony

Munuygement
Compuny Limited

31 December 2000

Nominal value
of issued
ordinary

share capital/

registered capital

HK$1,775.920

HK$200,000

Uss$1

HK$10,000,000

HK$500,000

Ordinary:
HK$2
Deferred:
HK$2,000,000

HK$100,000

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED

Percentage
of equity

attributable

to the Group
2000 1999
75" 75*
75" 75*
75" 75*
52.5* 52.5*
71.25* -
100* 100*
100* 100*

Principal
activities

Manufacture
und
instullation
of kitchen
eyuipment
und
investment
holdiny

Manufacture
und installation
of kitchen
eyuipment

Trading
of kitchen
eyuipment

Manufacture
und instullation
of kitchen
eyuipment

Installation
of kitchen
eyuipment

Provision of
warehousing
services und

investment

holdiny

Provision of
management
services und
investment
holdiny
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33.

INTERESTS IN SUBSIDIARIES (Continued)

Place of

incorporation

or registration/

Name operations

Shouguny Concord British

Steel (International) Virgin Islunds/

Compuny Limited Honyg Konhy

Shouguny Concord British

Steel International Virgin Islunds/

Trading Co. Ltd. People’s

Republic

of Chinu

Shouguny Concord British

Shipping Holdings Virgin Islands/

Limited *** Hony Kony

Shouguny Concord British

Internutionul Virgin Islunds/

Transport Limited *** Hony Kony

Ryeyar Limited*** United

Kingdom/

Hony Kohy

Shouguny Concord Honyg Kohy
Shippinyg Services

Limited ***

SCIT (Chartering) British

Limited *** Virgin Islunds/

People’s

Republic

of Chinu

Centralink British

Internutionul Virgin Islunds/

Limited *** Hony Konhy

Zhoushan Shouhe People’s

Centralink Republic

Co. Ltd. *** of Chinu

Nominal value
of issued
ordinary

share capital/

registered capital

US$1,000

Uss$1

US$641,025

Uss$1

£2

HK$2

Uss$1

Us$$2,000,000

US$$5,000,000

Percentage
of equity
attributable
to the Group
2000 1999
100* 100*
100* 100*
100 100
100* 100*
100* 100*
100* 100*
100* 100*
70* 70*
# #

Principal
activities

Investment
holding

Truding of
steel burs

Investment
holding

Investment
holding und
chartering of
vessels

Chuartering of
vessels

Provision of
munuygement
services

Chartering
of vessels

Investment
holding

Hiring of
flouting
cranes
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33.

INTERESTS IN SUBSIDIARIES (Continued)

Name

Fair Union Holdings
Limited

Richson Limited

Cusulu Investments
Limited

Firstlevel Holdinys
Limited

Beijing Shouguny-
Pohseny Strip
Steel Co., Ltd.

Beijing Shouguhy-
Liwoh Bar Steel
Co., Ltd.

Beijing Shouguhy-
Gitane Alloy

Muaterials Co., Ltd.

Qinhuunhyduo
Shouyguny Plute
Mill Co., Ltd.

Sincere Step

Investment Limited

Good News Investment

Limited

Place of

incorporation
or registration/

operations

Sumou/
Hony Kohy

Sumou/
Hony Kohy

Sumou/
Hony Kohy

Sumou/
Hony Kohy

People’s
Republic
of Chinu

People’s
Republic
of Chinu

People’s
Republic
of Chinu
People’s
Republic
of Chinu

Hony Kohy

Honhy Kohy

Nominal value
of issued
ordinary

share capital/

registered capital

Uss$1

Uss$1

Uss$1

Uss$1

US$35,536,601

US$35,536,601

US$36,169.902

US$29,950,000

HK$2

HK$2

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED

Percentage
of equity
attributable
to the Group
2000 1999
100 100
100* 100*
100* 100*
100 100
65 65*
65 65*
65 65*
51 51*
100 100
100* 100*

Principal
activities

Investment
holding

Investment
holding

Investment
holding

Investment
holding

Muanufacture
and sule of
steel strips

Muanufacture
and sule of
steel burs

Muanufacture
and sule of
steel wires

Muanufacture
and sule of
steel plutes

Provision
of money
lendiny
services

Property
investment
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33.

INTERESTS IN SUBSIDIARIES (Continued)

Place of
incorporation
or registration/
Name operations
Shouguny Concord Honhyg Kohy
Services Limited
Essentiul Assets Corp. Sumou/
Hony Kohy
Hatley Trading Sumou/
Limited Hony Kohy
Shouguny Concord Bermudu/
Grund (Group) Hony Kony
Limited **
Upper Nice Assets British
Limited Virgin Islunds/
Hony Kohy
Jeckmun Holdinys British
Limited Virgin Islunds/
Hony Kohy
Lyre Terrace Honhy Kohy
Munuygement
Limited
Grand Awurd British
Limited Virgin Islunds
SCG Finuncial British Virgin
Investment Limited Islunds
On Hing Investment Honhyg Kohy

Compuny, Limited

Nominal value
of issued
ordinary

share capital/

registered capital

HK$2

Uss2

Uss$1

HK$8.278,679

Uss$1

Us$16

HK$ 1,000,000

Uss$1

US$1,000

HK$1,000
(ordinary)
HK$2,000,000
(hon-voting
deferred)

Percentage
of equity
attributable
to the Group
2000 1999
100 100
100* 100*
100* 100*
60 60*
60 60*
60 60*
60 60*
60 60*
60 60*
60 60*

Principal
activities

Provision of
munuygement
services

Investment
holding

Investment
holding

Investment
holding

Investment
holding

Investment
holding

Investment
holding und
property
investment

Investment
holding

Investment
holding

Property
investment
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33. INTERESTS IN SUBSIDIARIES (Confinued)

Place of
incorporation
or registration/
Name operations
Tin Funy Investment Hohy Kohy
Compuny, Limited
Eldex Investment Hohy Kohy
Compuny Limited
Strenbeech Limited British Virgin
Islands
Linksky Limited Honhy Kohy
Ecko Limited Honhy Kohy
Long Cosmos Investment Honyg Kohy
Limited
Grund Park Investment Honhyg Kohy
Limited
SCG Leusing Corporution Honyg Kohy
Limited

Nominal value
of issued
ordinary

share capital/

registered capital

HK$975,000
(ordinary)
HK$210,000
(hon-voting
deferred)

HK$541,000
(ordinary)
HK$1,459,000
(hon-voting
deferred)
HK$147,000,008
HK$2

HK$2

HK$2

HK$2

HK$2

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED

Percentage
of equity
attributable
to the Group
2000 1999
60 60*
60 60*
60 60*
60 60*
60 60*
60 60*
60 60*
60 60*

Principal
activities

Property
investment

Property
investment

Property
investment

Property
holdiny

Property
management

Provision of
munuygement
services

Property
investment

Property
investment
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33.

31 December 2000

INTERESTS IN SUBSIDIARIES (Continued)

*  Held throuyh subsidiuries.
** Compuny listed on The Stock Exchunye of Hony Kony Limited.
*** Audited by Certified Public Accountunts other than Erhst & Youny.

# Zhoushun Shouhe Centrulink Co. Ltd (*Zhoushun”) is a cooperutive joint venture which wus estublished
in 1993 in Muinlund China for u period of 30 yeurs. The entire reyistered cupitul of Zhoushun wus
contributed by Centralink International Limited ("Centralink”). Centralink is 4 honh wholly-owned subsidiary
of the Compuny. Centralink is entitled to 90% of the net profit yeherauted by Zhoushan but beurs ull
losses. Upon the expiry or eurly terminution of the tenure, dll residuul ussets will belony to Centralink.

The ubove tuble includes the subsidiuries of the Compuny which, in the opinion of the directors,
principully uffected the results for the year or formed u substuntiul portion of the ussets und/or
liubilities of the Group. To yive detuils of ull the Company’s subsidiaries would, in the opinion of
the directors, result in puarticulars of excessive length.
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34. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(a) Reconciliation of loss from operating activities to net cash inflow from operating activities

Loss from operuting activities
Interest income
Dividend income from listed investments
Depreciution
Revaluution deficit on investment properties
Provision for decline in vulue of lanhd und buildings
Amortisation of infanygible ussets
Provision ugdinst u loun to un ussociute
Loss/(guin) on chunges in fuir values of short term
investments, net
Loss/(guin) on disposul of short term listed
investments, net
Loss on disposul of fixed ussets
Guin on disposul of un investment property
Write-off of un amount due from a minority shareholder
Loss on deemed disposul of interest in un associute
Specific provisions for bud debts
Generul provisions for bud debts
Decreuse in uccounts und bills receivable
Decreuse in prepuyments, deposits und
other receivubles
Decreuse/(increuse) in inventories
Decreuse in umounts due from related compunies
Increuse in umounts due from ussociutes
Increuse/(decreuse) in uccounts und bills puyubles
Increuse/(decreuse) in other puyubles und
accrued liabilities
Increuse/(decreuse) in umounts due to
reluted compunies
Decreuse in un umount due to un ussociute
Increuse/(decreuse) in an umount due to
a jointly controlled entity
Exchunyge udjustments

Net cush inflow from operuting uctivities

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED

2000 1999
HK$°000 HKS$ 000
(192,572) (318.022)

(5,580) (13.,590)

(210) an
115,325 121,332

7,925 1,195

495 1,169
764 747
6,000 3,568
1,288 (1,140
203 (442
11,138 2,940
(1,000) =
2,513 =
313 =
25,347 109,933
31,483 21,456
35,207 248,744
45,600 28,638
(27,203) 189,901
20,275 30,350
(16) (14,923)
17,654 (23,887)
(2,456) 39.441
74,854 (19.,497)
(215) 39
(2,270) 799
2,050 940
166,912 409,540
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31 December 2000

34. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT (Continued)

(b) Analysis of changes in financing during the year

Bank
borrowings,
Share capital long term loans
(including share from related Due to
premium and capital companies and Minority related
redemption reserve) Bonds lease payables interests companies
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
Bulunce ut 1 Junuary 1999 1,167,485 330,144 1,086,033 974,796 372,939
Cush inflows/(outflows)
from finuncing, net (36) - 893 (5.743) 27,004
Dividends distribution - - - (45,923) -
Share of reserves - - - 2,390 -
Conversion of Bonds 34,225 (34,225) - - -
Shure of revaluation surplus - - - 539 -
Shure of provision for
decline in value of
lund und buildings - - - (390) -
Shure of loss for the year - - - (62,609) -
Disposul of un ussociute - - - 33,089 -
Disposul of subsidiaries - - (143,905) - -
Accretion of premium on
Bonds - 9,649 - - -
Arising from frading uctivities - - - - (19.497)
Disposul of leused ussets - - (30.795) - -
Exchunge udjustments - - 1,903 - -
Bulunce ut 31 December 1999
and 1 Junuary 2000 1,201,674 305,568 914,129 896,149 380,446
Cush inflows/(outflows) from
finuncing, net m - 143,058 (178) (152.272)
Share of reserves - - - 1.710 -
Conversion of Bonds 6 6) = = =
Share of revaluation deficit - - - (3.279) -
Shure of provision for decline
in value of
lund und buildings - - - (165) -
Shure of loss for the year - - - (59.825) -
Write-off of un umount due
from a minority shareholder - - - 2,513 -
Accretion of premium on Bonds - 9,832 - - -
Arising from trading uctivities = = = = 74,854
Exchanyge udjustments - - 1,075 - -
Balance at 31 December 2000 1,201,679 315,394 1,058,262 836,925 303,028
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31 December 2000

34. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT (Continued)

(c) Summary of the effects of disposal of interests in subsidiaries

2000 1999
HK$°000 HKS 000
Net ussets disposed of:

Fixed ussets - 11,899
Accounts receivuble - 97.694
Other receivubles - 386
Inventories - 133.514
Cush und bunk bulunces - 38,530
Bunk louns - (2,400)
Bunk overdrufts - (W)
Trust receipt louns - (141,505)
Accounts payuble and uccrued liubilities - (153,208)
Tax - 46
Deferred Tux - 89
- (15,282
Guin on disposul of subsidiuries - 71,290
Consideration - 56,008
2000 1999
HK$°000 HKS 000

Accounted for und dischurged by:
Cush considerution received - 67.398
Other payubles - (21,420)
Short term investments - 10,030
- 56,008

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED
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34.

35.

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT (Confinued)

(c) Summary of the effects of disposal of interests in subsidiaries (Continued)

Anualysis of net inflow of cush und cush equivulents in respect of the disposul of

subsidiaries:

Cush consideration received

Cush und bank bulunces disposed of

Bunk overdrufts disposed of

Net inflow of cush und cush eyuivalents in
respect of the disposul of subsidiuries

2000
HK$°000

1999
HK$ 000

67.398
(38,530)
57

28,925

The subsidiuries disposed of during the yeur ended 31 December 1999 contributed
approximutely HK$54,210,000 to the Group’s net operuting cush inflow, puid HKS$8,747,000
in respect of the net retumn on investments und serviciny of finunce, received HKS1,623,000
in respect of tux refund, but hud ho signhificunt impact in respect of the investing uctivities

and finuncinyg uctivities.

The subsidiuries disposed of during the yeur ended 31 December 1999 contributed
approximately HK$616,738,000 to the Group’s turnover und HK$21,239,000 of profit to the

Group’s operating results for the yeur ended 31 December 1999, respectively.

CONTINGENT LIABILITIES

At the bulaunce sheet dute, the Group und the Compuny hud significant confingent liubilities

in respect of the followiny:

Guuruntees for banking facilities
grunted to subsidiuries

Guuruntees for banking facilities
grunted to d jointly controlled entity

Guuruntees for banking facilities
graunted to u reluted compuny

Guuruntees for banking facilities
grunted to third purties

Guuruntees in respect of
performunce bonds

Group Company

2000 1999 2000 1999

HK$’000 HK$°000 HK$°000 HK$°000
- = 59,631 73,631

- 2,000 - 2,000

- 845 - =

- 12,022 - =

2,357 26,637 - 11,130
2,357 41,504 59,631 86,761
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36.

COMMITMENTS

(a)

(b)

©

(d)

Annual commitments under non-cancellable operating leases:

Lund und buildings expiriny:
Within one year

In the second to fifth yeurs,

inclusive
After five yeurs

Time chuarter hires expiriny:
After five yeurs

Foreign exchange forward
contracts

Capital commitments

Lund und buildings:
Contructed for

31 December 2000

Unpuid cupitul contribution to u

jointly controlled entity:
Contructed for

Others:
Contructed for
Authorised, but not
contracted for

Group Company
2000 1999 2000 1999
HK$°000 HKS 000 HK$°000 HKS 000
4,505 3,889 - -
- 188 - -
3,801 3,737 - -
8,306 7814 - -
126,037 123,576 - -
- 111 - -
Group Company
2000 1999 2000 1999
HK$°000 HKS 000 HK$°000 HKS 000
- 5,285 - -
- 44,094 - -
1,653 4,881 - -
57,357 60,503 - -

The Group’s share of capital commitments of a jointly controlled entity is as follows:

Authorised, but nhot contfracted for
Contracted, but hot provided for

SHOUGANG CONCORD INTERNATIONAL ENTERPRISES COMPANY LIMITED

Group
2000 1999
HK$°000 HKS 000
14,098 24,329
54,903 119.277
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37.

31 December 2000

RELATED PARTY TRANSACTIONS

Detuils of the terms und bulunces due from/to the Compuhy und Group’s subsidiuries,
associates, jointly controlled entities und related compunies ure set out in notes 13, 14, 20, 21,

29 und 33 to the finuncial stutements.

During the yeuar, the Group entered into certuin tfransactions with Shougaunyg HK, and with
Shougung HK’s holding compuny, subsidiaries und fellow subsidiaries (“related companies”). In
addition, the Group ulso entered into certuin fransactions with its ussociutes und jointly controlled

entities.

Listed below ure reluted purty transuctions disclosed in uccordunce with SSAP 20. Except for
the transactions referred to in items (x) and (xi), the remuininyg frunsuctions ulso constituted

conhnhected trunsuctions us defined in the Listing Rules.

Notes

Sules to related companies )
Interest expense churged by u jointly controlled entity W
Purchases from reluted compunies (iiD)
Leuse rentuls puid to reluted compunies (iv)
Maunuygement fees puid to u reluted compuny V)
Purchause commission received from u reluted compuny  (vi)
Purchauses of spure puarts from reluted compunies (vii)
Corporute guuruntee received from related companies (Viii)
Louns from reluted compunies (ix)
Mdanugement fees received from ussociutes (€9
Rentdl income received from un ussociute xi
Bond interest expense puid to reluted compunies (xii)
Interest expense churged by du reluted compuny (xiii)
Service fees charged by reluted companies xiv)
Commission expense puid to u related company xv)
Freight income received from u related compuny xvi)
Service fees received from reluted companies (xvii)
Wudiver of interest expense churged by u

related compuny (xiii)

Purchuses of fixed ussets from reluted compunies
Time charter hire income received from un ussociute
Consultuncy fee received from an ussociute

Interest expense churged by un ussociute

Corporute guuruntee grunted for u related compuny
Louns to un ussociute

2000
HK$°000

90,808
3,180
991,868
3,882
300
1,771
13,753
299,802
26,072
1,320
1,135
11,569
5,760
7,371
1,486
178,144
2,041

4,280

1999
HK$ 000

162,276
3.419
868,151
5,114
953
1,648
7,168
170,940
104,856
1,800
1,288
13.866
12,583
4,264

143
116,127
2,283
345
845
43,222
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37. RELATED PARTY TRANSACTIONS (Confinued)

M

()

(iii)

@v)

)

(vi)

(vii)

(viii)

Beijing Shouguny Pohseny Strip Steel Co., Ltd ("Pohseng”), Beijing Shougyuny Gitune
Alloy Muteriuls Co., Ltd ("Gitune”) und Qinhuungduo Shouyguny Plute Mills Co., Ltd
("QHD"), ull being non wholly-owhed subsidiaries of the Compuny, sold strip steel
products, steel wire products, steel plutes und scrup muteriuls of HK$90,808,000 (1999:
HK$107,426,000) to certuin reluted compunies in Mainlund China in the hormal course of
business und ut u considerution decided between puarties with reference to the prevuiling
market price.

The Group sold iron ore of HK$54,850,000 to u reluted compuny in Mdinlund Chinu
during the yeur ended 31 December 1999 in the ordinury course of business und
according to published prices und conditions similur to those offered to mMujor customers
of the Group.

The interest expense churged by Beijing Donyzhimen arose from the unpuid cupitul
conftribution by the Group, under the subscription ugreement between the Group und
the origindl joint venture purtnhers.

Pohseny, Gitune und QHD purchused ruw muteriuls of HK$781,461,000 (1999:
HK$773,958,000) from reluted compunies in the ordinury course of business und at u
considerution decided between purties with reference to the prevuiling market price.

The Group purchused steel products of HK$210,407,000 (1999: HK$94,193,000) from u
reluted compuhny in the ordinury course of business und uccording tfo terms und

conditions similur to those offered by other suppliers, except that a longer credit period
is hormully grunted.

The Group entered into various rental agreements with subsidiaries of Shougung HK for
renting office und residential upurtments us staff quarters. The rentals were determined
with reference to prevuiling market rates.

A muhuyement fee was puid to Shouguny HK for the provision of manugement services
and the appointment of senior stuff to the four steel munufucturing joint ventures in
Muainland Chinu ut rutes decided between puarties.

The Group received u rebute ut 0.8% to 1% (1999: 0.75% to 1.25%) of the purchuse vulue

from u reluted compuny for the purchuse of steel products in the normal course of
business.

The Group purchused spure parts of HK$13,753,000 (1999: HKS7,168,000) from reluted
compunies in the hormul course of business for u consideration decided between purties.

Shouyguny Corporution and one of its subsidiuries huve provided yguaruntees of
HK$299,802,000 (1999: HK$170,940,000) for bunk louns grunted to Pohseny, Gitune und
QHD.
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37.

38.

31 December 2000

RELATED PARTY TRANSACTIONS (Confinued)

@

)

(xi

(xii)

(xiii)

(xiv)

xv)

(xvi)

(xvii)

An unsecured und non interest-beuring loun of HK$23,569,000 (1999: HK$23,481,000) wus
obtuined by Pohseny from Shouygunyg Corporation for working cupital purposes. The
loun hus no fixed repuyment terms.

A loun of HK$2,503,000 (US$321,000) (1999: Nil) wus obtuined by the Compuny from u
subsidiury of Shouguny HK in December 2000. The loun is unsecured, beurs interest ut
8.42% per unnum and is repayauble in June 2001.

An unsecured und non interest-beuring loun of HK$1,540,000 wus obtuined by Gitune
during the yeur ended 31 December 1999 und un unsecured und non interest-bearinyg
loun of HK$79,835,000 wus obtuined by QHD durinyg the yeur ended 31 December 1999
from certain subsidiaries of Shouguny Corporution for working cupital purposes. These
louns had nho fixed repuyment terms.

The Group provided munugement services in relation to the business und strateyic
development services to its ussociutes, SC Technoloygyy und SC Century, for a service
churge of HK$720,000 (1999: HK$840,000) und HK$600,000 (1999: HK$960,000), respectively.
The rutes were decided between purties.

The Group hus entered into rental agreements with a subsidiary of SC Technology for the
renting an investment property to the SC Technholoyy yroup. The rentul wus determined
with reference to murket rates.

The interest expense puid to certuin subsidiaries of Shouguny HK wus in relution to the
Bonds issued in November 1998.

The interest expenhse churged by a subsidiary of Shougunyg HK drose from the louns of
US$18,681,000 und US$321,000 borrowed by the Compuny in December 1998 und
December 2000, respectively. The outstunding bulunce of the loun borrowed in December
1998 wus US$8,267,000 us ut 31 December 2000.

During the yeur, the reluted compuny ugreed to wuive interest expense of HKS$4,280,000
charged to the Group during the yeur ended 31 December 1999,

Certuin subsidiuries of Shougyuny Corporution churged QHD service fee of HK$7,371,000
(1999: HK$4,264,000) in respect of processing, repuiring und leyul services provided to
QHD inh the normul course of business und at rates decided between purties.

The Group arranyged for shipments of ironh ore for u related compauny in the ordinury
course of business und da rebute of 1.25% (1999: 1.25%) on the freight income wus puid.

The Group durrunged for shipments of iron ore from Peru und Australia to Mainland Chinu
for a related compuny ut a freight rate determined with reference to market rate decided
between purties.

QHD churged reluted compunies u service fee of HK$2,041,000 (1999: Nil) in respect of
processing services provided to these reluted compunies in the hormal course of business
and ut rates decided between purties.

APPROVAL OF THE FINANCIAL STATEMENTS

The financiul statements were upproved by the bourd of directors on 19 April 2001.
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