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DIRECTORS’ REPORT

The Directors present their report and the audited financial

statements of the Company for the year ended 31st December,

2000.

PRINCIPAL ACTIVITIES
During the year, the Company was an investment holding

company and its subsidiaries were engaged in the business of

property development and investment.

An agreement (the “Restructuring Agreement”) for the

financial restructuring of the Group was entered into on 11th

April, 2000 with Chinese Estates Holdings Limited (“Chinese

Estates”) and its subsidiary, Billion Up Limited (“Billion

Up”).  Following the completion of the Restructuring

Agreement (as supplemented) on 20th November, 2000,

Billion Up became the new controlling shareholder of the

Group.  The financial restructuring involved a capital

reduction, the restructuring of the Group’s indebtedness

through a scheme of arrangement sanctioned by the High

Court of the Hong Kong Special Administrative Region (the

“Scheme”) and the injection by Billion Up of HK$265 million

of new equity capital in the form of cash and development

and investment properties in Hong Kong, and an interest-free

shareholder’s loan.

SEGMENTAL INFORMATION
The Group’s turnover and contribution to loss from operations

for the year ended 31st December, 2000, analysed by principal

activities, are set out in the note 5 to the financial statements.

SUBSIDIARIES
Particulars of the Company’s principal subsidiaries as at 31st

December, 2000 are set out in note 49 to the financial

statements.

RESULTS
The results of the Group for the year ended 31st December,

2000 are set out in the consolidated income statement on page

34.

DIVIDENDS
No interim dividend was paid for the year (1999: Nil).  The

Board has resolved not to recommend the payment of any final

dividend for the year ended 31st December, 2000 (1999: Nil).
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FIXED ASSETS
All of the Group’s investment properties were revalued at 31st

December, 2000.

Details of these and other movements in the fixed assets of

the Group are set out in notes 19 and 20 to the financial

statements.

PRINCIPAL PROPERTIES
During the year, an impairment loss of HK$23.3 million was

recognised in respect of the Group’s properties under

development in Hong Kong.

Details of the principal properties of the Group at 31st

December, 2000 are set out on pages 82 to 84.

FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of

the Group for the past five financial years is set out on pages

80 to 81.

SHARE CAPITAL AND WARRANTS
The share capital was restructured during the year.  The

authorised share capital was increased from HK$50,000,000

to HK$500,000,000 by the creat ion of  an addit ional

4,500,000,000 shares of HK$0.10 each ranking pari passu in

all respects with then existing issued and unissued shares in

the capital of the Company.  The par value of the shares was

reduced from HK$0.20 to HK$0.10 each such that the issued

share capital  was reduced from HK$64,261,068.60 to

HK$32,130,534.30.

Pursuant to the Restructuring Agreement, 1,987,500,000 new

shares were allotted to Billion Up as consideration of

injections of assets of HK$205 million and cash of HK$60

million to the Company.  The cash proceeds of HK$60 million

were used as partial cash payment to creditors under the

Scheme.  As part of consideration for compromising the

indebtedness pursuant to the Scheme, 662,500,000 new shares

and 594,261,068 units of warrants were allotted to the scheme

creditors.  Holders of warrants will be entitled to subscribe

for one fully-paid share of HK$0.10 each of the Company at

an initial subscription price of HK$0.10 (subject to adjustment)

per share before close of business on 20th November, 2003.

No warrants were exercised during the year.
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Movements in share capital and warrants of the Company

during the year are set out in notes 35 and 36 to the financial

statements respectively.

RESERVES
Movements in the reserves of the Group and the Company

during the year are set out in note 38 to the financial

statements.

DIRECTORS
The Directors of the Company during the year and up to the
date of this report were:

Executive Directors:

Mr. Thomas Lau, Luen-hung (Chairman)
(appointed on 20th November, 2000 and elected as

Chairman of the Board on 3rd April, 2001)

Mr. Joseph Lau, Luen-hung
(appointed on 20th November, 2000)

Mr. Lawrence Cheng, Sui-sang
(resigned on 20th November, 2000)

Mr. Stephen Tam, Pui-tak
(resigned on 7th April, 2000)

Mr. Paul Ng, Kwok-cheung
(resigned on 1st March, 2000)

Non-executive Directors:

Mr. Eddie Chan, Kwok-wai *
(appointed on 6th December, 2000)

Mr. Shum, Man-wai *
(appointed on 6th December, 2000)

Mr. Kenneth Ng, Kwai-kai
(resigned on 20th November, 2000)

Mr. Cheng, Yuk-lun
(resigned on 20th November, 2000)

* Independent Non-executive Director

In accordance with Article 92 of the Company’s Articles of

Association, Mr. Thomas Lau, Luen-hung, Mr. Joseph Lau,

Luen-hung, Mr. Eddie Chan, Kwok-wai and Mr. Shum,

Man-wai shall retire and being eligible, offer themselves for

re-election at the forthcoming Annual General Meeting.

No Director being proposed for re-election at the forthcoming

Annual General Meeting has a service contract which is not

determinable by the Group within one year without payment

of compensation (other than statutory compensation).

*
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS IN THE SECURITIES OF THE
COMPANY AND ASSOCIATED CORPORATIONS
As at 31st December, 2000, the interests of the Directors and

Chief Executives of the Company in the securities of the

Company and its associated corporations (within the meaning

of the Securities (Disclosure of Interests) Ordinance (the “SDI

Ordinance”)) as recorded in the register kept by the Company

pursuant to Section 29 of the SDI Ordinance, or as otherwise

notified to the Company and The Stock Exchange of Hong

Kong Limited (the “Stock Exchange”) pursuant to the Model

Code for Securities Transactions by Directors of Listed

Companies contained in the Rules Governing the Listing of

Securities on the Stock Exchange (the “Listing Rules”), were

as follows:

I. The Company

Number

 of Shares Units of Warrants

Name of Director

Mr. Joseph Lau, Luen-hung

– Corporate interests – 2,650,000,000 594,261,068

(note 1) (note 1) 

II. Associated Corporation of the Company 

Chinese Estates

Number of Shares

Name of Director

Mr. Joseph Lau, Luen-hung

– Personal interests – 330,344,119

– Other interests – 987,933,549 (note 2) 

Total 1,318,277,668

Mr. Thomas Lau, Luen-hung

– Other interests – 206,379,187 (note 3) 
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Notes :

1. Mr. Joseph Lau, Luen-hung, by virtue of his 55.36% interests

in the issued share capital of Chinese Estates as disclosed in

paragraph II above, was deemed to be interested in the said

securities of the Company under the provisions of the SDI

Ordinance.  These securities included direct interests in

2,044,715,460 shares and 46,957,791 units of warrants and

indirect interest in 605,284,540 shares and 547,303,277 units

of warrants derived from the obligation of Billion Up or

Chinese Estates to purchase or procure purchase of these shares

and warrants at HK$0.10 each and HK$0.01 each respectively

upon exercise of put options by the scheme creditors pursuant

to the scheme of arrangement of the Company within 6 months

from 20th November, 2000.

2. These shares were indirectly held by a discretionary trust of

which certain family members of Mr. Joseph Lau, Luen-hung

are eligible beneficiaries.

3. These shares were indirectly held by another discretionary trust

of which certain family members of Mr. Thomas Lau, Luen-

hung are eligible beneficiaries.

Save as disclosed above, none of the other Directors and Chief
Executives of the Company had or were deemed under the SDI
Ordinance to have any interests in the securities of the
Company or any of its associated corporations (within the
meaning of the SDI Ordinance) as at 31st December, 2000,
and none of the Directors or Chief Executives of the Company
nor their spouses or children under 18 years of age were
granted or had exercised any right to subscribe for any
securities of the Company or any of its associated corporations
during the year.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN THE COMPANY
As at 31st December, 2000, so far as are known to the
Directors, the following parties (other than a Director or Chief
Executive of the Company) were recorded in the register kept
by the Company under Section 16 of the SDI Ordinance as
being, directly or indirectly, interested in 10% or more of the
nominal value of the issued share capital of the Company:
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Name of Shareholder Number of Shares Notes

(i) Billion Up 2,650,000,000 1, 3, 4
(ii) Lucky Years Ltd. 2,650,000,000 1, 3, 4
(iii) Chinese Estates 2,650,000,000  3, 4
(iv) Golden Game Overseas Limited 2,650,000,000 2, 3, 4
(v) Credit Suisse Trust Limited as trustee 2,650,000,000 2, 3, 4
(vi) Rapid Growth Holdings Limited 419,720,019 5
(vii) Chinalink Investments Limited 71,584,000 5
(viii) Latest Trend Limited 419,720,019 6
(ix) Paliburg Development BVI Holdings Limited 419,720,019 6
(x) Paliburg Holdings Limited 419,720,019 6
(xi) Century City Holdings Limited 419,720,019 6
(xii) Century City BVI Holdings Limited 419,720,019 6
(xiii) Century City International Holdings Limited 419,720,019 6
(xiv) Mr. Lo, Yuk-sui 419,720,019 6

Notes :

1. These companies are the wholly-owned subsidiaries of party

(iii) and interests in the shares in the Company are duplicated

and included in the shareholding stated against party (iii).

2. Party (v) is the holding company of party (iv).  These shares

relate to the same parcel of shares in the Company which are

duplicated in the shareholding stated against party (iii) due

to their respective interests in party (iii).

3. The shareholdings stated against parties (i) to (v) relate to the

same parcel of shares referred to in corporate interests of Mr.

Joseph Lau, Luen-hung under the heading “Directors’ and

Chief Executives’ Interests in the Securities of the Company

and Associated Corporations”.

4. These shares included direct interests in 2,044,715,460 shares

held by party (i) and indirect interests in 605,284,540 shares

derived from the obligation of party (i) or party (iii) to purchase

or procure purchase of these shares at HK$0.10 each upon

exercise of put options by the creditors pursuant to the scheme

of arrangement of the Company within 6 months from 20th

November, 2000.
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5. Party (vi) has corporate interests in party (vii) and interest of

party (vii) in the shares in the Company is duplicated and

included in the interests held by party (vi).

6. All these parties have corporate interests in parties (vi) and

(vii) and their interests in the shares in the Company are

duplicated and included in the shareholding stated against

party (vi).

Save as disclosed above, the Company has not been notified

of any other interests representing 10% or more in the

Company’s issued share capital as at 31st December, 2000.

DIRECTORS’ AND CONTROLLING
SHAREHOLDERS’ INTERESTS IN CONTRACTS
During the year, the Company entered into an agreement on

2 0 t h  N ove m b e r,  2 0 0 0  w i t h  B i l l i o n  U p  i n  w h i ch

HK$12,226,196.80 was designated as a shareholder’s loan to

the Company.  This loan formed part of the consideration for

the Company to acquire the shareholder’s loans of two

property holding companies from Billion Up pursuant to the

Restructuring Agreement.  The loan was unsecured, interest

free, due and payable on 20th May, 2002.

Apart from disclosed herein, there were no other contracts of

significance in relation to the Company’s business, to which

the Company or any of the Company’s subsidiaries was a party,

subsisting at the end of the year or at any time during the year,

and in which a Director had, whether directly or indirectly,

a material interest, nor there were any other contracts of

significance in relation to the Company’s business between

the Company or any of the Company’s subsidiaries and a

controlling shareholder or any of its subsidiaries.
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ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES
During the year, apart from the warrants held as shown under

paragraph I of “Directors’ and Chief Executives’ Interests in

the Securities of the Company and Associated Corporations”

above, there were no other arrangements, to which the

Company, its ultimate holding company, or any of its holding

company’s subsidiaries was a party to enable the Directors

of the Company to acquire benefits by means of the acquisition

of shares in, or debentures of, the Company or any other body

corporate.

SHARE OPTION SCHEME
Details of the Company’s share option scheme are set out in

note 37 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES
During the year,  neither the Company nor any of i ts

subsidiaries purchased, sold or redeemed any of the Company’s

listed securities.

CONNECTED TRANSACTION
According to the Restructuring Agreement and the Scheme,

Rapid Growth Holdings Limited (“Rapid Growth”) and

Paliburg Development Finance Limited (“Paliburg Development”)

received on 20th November, 2000, being the completion date

of the Restructuring Agreement, new shares and warrants of

the Company and cash payment as final settlement of their

respective indebtedness due by the Company.

Rapid Growth was a bondholder of 4% convertible guaranteed

bonds due 2002 guaranteed by the Company in an aggregate

outstanding amount of approximately HK$215 million (which

were pledged to Credit Suisse First Boston) which was

compromised by the issue of approximately 210 million new

shares and approximately 189 million units of warrants and

cash repayment of approximately HK$17.97 million.  Rapid

Growth was also an unsecured creditor of the Company for

HK$48 million which was compromised by the issue of

approximately 47 million new shares and approximately  42

million units of warrants and cash repayment of approximately

HK$4.01 million.
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Paliburg Development, as an unsecured creditor of the

Company for approximately HK$51 million, has received

approximately 50 million new shares and approximately 44

million units of warrants and cash repayment of approximately

HK$4.23 million.

As Rapid Growth was a substantial shareholder of the

Company, whereas Paliburg Development was a wholly-

owned subsidiary of Paliburg Holdings Limited, the beneficial

owner of 50% interests in Rapid Growth, the Restructuring

Agreement constituted a connected transaction of the Company.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES
Pursuant to Rule 8.10 of the Listing Rules, as at 31st

December, 2000, the following Directors of the Company

declared interests in the following companies with businesses

which compete or are likely to compete, either directly or

indirectly with the businesses of the Group:

Nature of business
considered to compete
or likely to compete
with the businesses Nature of interest
of the Group of the Directors in

the companies
Name of Directors Name of companies

Mr. Joseph Lau, *Chinese Estates Property investment Director and having
Luen-hung and its subsidiaries and development certain deemed interests

* in Chinese Estates

Evergo China Property investment Director and having
Holdings Limited and development certain deemed interests

(“Evergo China”) in Evergo China
and its subsidiaries

 

The Kwong Sang Hong Property investment Director and having

International Limited and development certain deemed interests
(“Kwong Sang Hong”) in Kwong Sang Hong
and its subsidiaries
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Nature of business
considered to compete
or likely to compete
with the businesses Nature of interest
of the Group of the Directors in

the companies
Name of Directors Name of companies

Mr. Thomas Lau, * Chinese Estates Property investment Director and having
Luen-hung and its subsidiaries and development certain deemed interests

* in Chinese Estates

Evergo China Property investment Director
and its subsidiaries and development

Kwong Sang Hong Property investment Director

and its subsidiaries and development

* listed holding company of the Company

Mr. Joseph Lau, Luen-hung and Mr. Thomas Lau, Luen-hung

are brothers (collectively the “Lau Brothers”) and also have

personal interests in private companies engaged in businesses

consisting of property development and investment in Hong

Kong.  As such, they are regarded as being interested in such

businesses which compete or may compete with the Group.

However, when compared with the dominance and size of

operations of the Group, such competing businesses are

immaterial.

Other than the businesses of the private companies of the Lau

Brothers, the above-mentioned businesses are managed by

separate publicly listed companies with independent management

and administration.  In this respect, coupled with the diligence

of its independent non-executive directors (whose views carry

significant weight in the Board’s decisions) and the independent

Audit Committee, the Group is capable of carrying on its

businesses independently of, and at arm’s length from, the

businesses of the above companies.

*
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Other than as disclosed above, none of the Directors are

interested in any business apart from the Company’s business

which competes or is likely to compete, either directly or

indirectly, with the Company’s business.

MAJOR SUPPLIERS AND CUSTOMERS
For the year ended 31st December, 2000, the aggregate

purchases attributable to the Group’s five largest suppliers

contributed less than 30% of the total purchases of the Group.

For the year ended 31st December, 2000, the aggregate

turnover attributable to the Group’s five largest customers was

less than 30% of the total turnover of the Group.

None of the Directors, their associates or any shareholder

(which to the knowledge of the Directors owns more than 5%

of the Company’s issued share capital) has an interest in the

share capital of any of the five largest suppliers or customers.

PENSION SCHEME
The Group operated two pension schemes in the year of 2000.

At the beginning of the year, the Group operated a staff

provident fund scheme (the “Provident Fund Scheme”) as

defined in the Occupational Retirement Schemes Ordinance

(Chapter 426 of the laws of Hong Kong).  The Provident Fund

Scheme was terminated on 29th February, 2000.   On 1st

December, 2000, the Group started another scheme, the

Mandatory Provident Fund scheme (the “MPF”).

Both the Provident Fund Scheme and the MPF are defined

contribution schemes and the assets of both schemes are

managed by their respective trustees accordingly.

The Provident Fund Scheme was available to all full-time

permanent employees under the employment of the Group in

Hong Kong.  Contributions to the Provident Fund Scheme were

made by the Group at 5% based on the staff’s basic salary.

Staff  members were enti t led to 100% of the Group’s

contributions together with accrued returns after completing
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10 years of service or more, or attaining the retirement age,

or were entitled at a reduced scale between 30% to 90% of

the Group’s contributions after completing a period of service

of at least 3 years but less than 10 years.  The Provident Fund

Scheme allowed any forfeited contributions (made by the

Group for any staff member who subsequently left the

Provident Fund Scheme prior to vesting fully in such

contributions) to be used by the Group to offset the current

level of contributions of the Group.

The MPF is available to all employees aged 18 to 64 and with

at least 60 days of service under the employment of the Group

in Hong Kong.  Contributions are made by the Group at 5%

based on the staff’s relevant income.  The maximum relevant

income for contribution purpose is HK$20,000 per month.

Staff members are entitled to 100% of the Group’s contributions

together with accrued returns irrespective of their length of

service with the Group, but the benefits are required by law

to be preserved until the retirement age of 65.

The Group’s cost for the schemes charged to income statement

for the year ended 31st December, 2000 amounted to

HK$29,000 (1999: HK$721,000).  In addition, forfeited

employer’s contributions for the Provident Fund Scheme

amounted to HK$692,000 (1999: HK$276,000).

CODE OF BEST PRACTICE
The Company has complied throughout the year ended 31st

December, 2000 with the Code of Best Practice as set out in

Appendix 14 of the Listing Rules except that the Independent

Non-executive Directors are not appointed for any specific

terms as they are subject to retirement by rotation and re-

election at the annual general meeting of the Company in

accordance with Article 101 of the Company’s Articles of

Association and the Audit Committee is not established until

6th December, 2000 (the appointment date of two Independent

Non-executive Directors) and its financial position has been

under constant monitoring by its major creditors until 20th

November, 2000 (the completion of Restructuring Agreement).
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AUDITORS
A resolution will be submitted to the forthcoming Annual

General Meeting of the Company to re-appoint Messrs.

Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Thomas Lau, Luen-hung

Chairman

Hong Kong, 6th April, 2001


