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BUSINESS REVIEW

During the year under review, the Company and its subsidiaries
(collectively, the “Group”) earned brilliant achievements in its asset
restructuring exercise and started to establish its new business
capability. The Group successfully resulted in a profit in 2001, with
consolidated profit of HK$2,992,000, reversing a loss of
HK$947,386,000 in 2000. The Group’s operating results were
significantly improved, mainly attributable to the gain of
HK$123,028,000 from the disposal of 117,000,000 shares in Hong
Kong Construction (Holdings) Limited (“HK Construction”), and the
write-back of the provision of HK$36,927,000 on its remaining 10%

interest in HK Construction.

The Group’s audited consolidated turnover was HK$296,358,000, which
was 37% lower than last year’s HK$469,692,000, attributable to the
slowing economy and the price competition in the timber industry
during the year. Gross profit for the year reached HK$55,821,000, an
increase of HK$2,860,000, or 5%, over last year’s HK$52,961,000.
The growth in gross profit is mainly due to the strict cost-control and

adjustment of product mix.

HONG KONG CONSTRUCTION

On 15 June 2001, the Group entered into a conditional agreement with
Shanghai Construction (Group) General Corporation, a state-owned
enterprise established under the laws of the PRC, in relation to the
disposal of 114,000,000 shares in HK Construction, representing
approximately 22.45% of its issued share capital for a cash
consideration of HK$189,240,000. On 20 June 2001, the Group further
sold 3,000,000 shares in HK Construction to Vickers Ballas Hong
Kong Limited for a cash consideration of HK$3,570,000. The Group
made a disposal gain of HK$123,028,000 in these two transactions
and wrote back a provision of HK$36,927,000 for its remaining interests
in HK Construction. After netting the Group’s share of loss and taxation
in HK Construction amounting to HK$95,235,000, this investment
project recorded a net gain of HK$64,720,000 for the year. The Group
will continue to hold the remaining 10% interest in HK Construction

on a continuing basis with strategic reasons.

RERE

[l B 25 4F > AR A ) S FLBH B A /(A [ A< 4R
M) sAT Bk b A R T A I B R
FRIMMEB RS A LEHE _FE—F
JE B A5 5 2 RIS 152,992,0000T > g — &
FTFAFE 1 5 18 1 %5 947,386,000 70 > B ) Hh EH
B 2y 2o AN S B 1) 48 78 SE AT DA K R Tk
o B Rl R 117,000,000 % F i 22 5k
(FERE) A RRA A (TFUER] ) B 815
5 123,028,0007C By Al i A0 [ Bk T REA
10%7F s 72 5% I 1% 19 5 %°36,927,000C H#E 2
B -

AAEEARSE T 2 RERS A A ERB WK
296,358,000 » ¥ 25 4 2 #5 469,692,000 70
WD WE B 37 % o B R D T B A R AR
A 4 Bk A8 I Ak B I 0 R A AT 3E AR A Bt T
PAE o A4 B 2 B R £ s 155,821,000 » B2
F4E 2 # %52,961,00070 14 i ¥ 52,860,000
TG > W A5 5% > 7B B0 T e i A0 B 2 i
A% iR R E A T A A AR o

BRER
WEE N A T AL i

T (e AR (RIE P B ERSL 2 H
4 2) 1 114,000,000 7 i 22 5% A 40
(5 H B 2847 IR A #922.45%) T w) 32— A
A6 A Tih ok > B4 QA £ U5 6 189,240,0007T
R TEE—ENH B AL E T HE
3,000,000/ & W @R THE S EZEFBE
PR 2 Al > B 46 A0 8 2% W 893,570,0007G © 48 #3
bl W 2R 38 5y A4 T Bk A5 95 B 123,028,000
J6 Y H B i 5 % 43 R 9 16936,927,000 70 KE 4
TRARS o 01 A 47 B A1 A v R S e 18 % B TH
Z W 195,235,0007C > A< 4F BE 4R & I H 2k
5 1R I 25 7 564,720,000 7T © 7 S5 [H] i 45
BT BT 10% 0 75 1 2 s B E 2y = R
W 1%



TIMBER BUSINESS
In 2001, China’s timber industry suffered severe price competition
intensified by the global economic slow down. As a result, the operating
environment of the timber business had not improved fundamentally.
The Group’s timber business recorded a loss attributable to equity
owners of HK$48,895,000 for 2001, representing an increase from a
loss attributable to equity owners of HK$26,472,000 in 2000. A
provision of approximately HK$18,983,000 has also been made
prudently on fixed assets which have been non-performing for several

years.

Facing the competitive operating environment, the Group will further
revise the timber operation’s business strategies and adjust the product
mix to mitigate the negative impact. In the meantime, the Group has
implemented various cost control measures including the use of more
cost-effective materials and reduction of head count in order to maintain
its competitiveness. The management will monitor the market closely
and explore opportunities to restructure the timber assets to achieve

better returns for shareholders.

INFRASTRUCTURE INVESTMENT

Shenzhen Mawan Power Company Limited (“Mawan Power”) continued
to contribute profits to the Group. It had generated 3.9 billion kilowatt-
hour of electricity in 2001. The turnover of Mawan Power was
HK$1,808,153,000, similar to that of 2000. The Group’s share of
Mawan Power’s profit after taxation was HK$67,542,000, compared
with HK$75,420,000 in 2000.

The construction of the Fuzhou Qingzhou Bridge has progressed well.
The main structure of the bridge has been completed and the bridge is
expected to link up with the express motorway and commence operation
by the end of 2002. In 2001,
HK$11,276,000 in the project, a decrease of HK$1,900,000 over the
profit of HK$13,176,000 in 2000. The management believes that the

the Group shared a profit of

project will bring satisfactory returns to the Group after it commences

traffic.

Chief Executive Officer’s Report 17 B 48 & # 1

K%K

TERF AR REREPE P A T
HE LI 1 1 A B T o AN 4R TR M SR A
BREE AP AAS B AR A B35 - 22 4R SR 15 IR A
&5 18 5 5 48,895,00000 » HLIR BT T AEN
JE TR IRE A 5 15 s 5 26,472,000T A T 3 i o
M T B R A A R A R
R A AR AR T R M R O O O
18,983,0007C F 435 i -

T 30 35¢ I U 0 AE A BRI AR T — 25
R OR B SEH SR W o I 8 R FLE AL LA
B M AR 3605 P R 52 2 BT R B o B TR
IR > A< 45 B I8 B AT £ TE AR 28 1 4 e > B4
o P 5L A 2 A B A R B> AT DA
Fr e g+ 7 - B I % U1 B R SR L 0
V) RASE AL R B B OR AN AR B Y
[B] % -

EERE

TEIINWE 8 TS A BRA R ([158E M) K8
BT fF ZF B — TR A3 T L /NRE 1) B
3o Hi % 26 5E 1y i 851,808,153,0000C > B &
FRAF A > A 45 [ SR A5 1 A 405 15 25 ik IR L
% 2 F 5 % 67,542,00000 > 1] — % F E4E Y
JE A\ 10 1 TR e 2 ) R % s KK 75,420,000T ©

8 M T N RS 1 A AR R A
LR RS L et ZFE ZFRATA
DL o R B B o R R A A
L E A M IE H E BT W 11,276,0007T 2
> 85— T T T AE I S ¥ 13,176,000 2L F
Tk 20 s 15 1,900,000C » 45 FH @ AR 45 ML IE H i
78 B4R T Ay A% A2 [ A 2l 20 AR [ 3R o



Chief Executive Officer’s Report 17 B 48 & # 1

PROPERTY INVESTMENT

Sino Villa Holdings Limited holds a four-storey commercial property
in Shenzhen Zhongshan Garden which provides a steady rental income
and cash flow to the Group. At present, approximately 14,900 square
meters were leased out to Wal-Mart Department Store, Park’N Shop
and McDonald Restaurant. The property’s car parking spaces were
sold back to China Everbright Holdings Company Limited, the
Company’s ultimate holding company, as previously agreed since the
relevant ownership registration certificate could not be obtained from
the government. The transaction constituted a connected transaction as
defined by the Rules Governing the Listing of Securities (“Listing
Rules”) issued by the Stock Exchange of Hong Kong Limited and was
announced by way of a press announcement by the Company on 15

March 2001.

The Group owns 25% interest in Shanghai Kerry Everbright City, which
comprises two office towers and a shopping mall. Due to the improving
property market in Shanghai during the year, the overall sold gross
floor area was increased. The sold gross floor area of Tower I was 8%
which was the same as last year. The sold gross floor area of Tower II
increased to 88% from 30% in last year. Increase in sold gross floor
area correspondingly reduced the leased area. The leased area in Tower
I decreased to 76% from 80% in last year while Tower II fell to 4%
from 42% in last year. The Shanghai property market is poised to
grow prosperously following China’s entry into the World Trade

Organization.

Shanghai Trade Square & International Apartments, of which the Group
owns a 15% stake, had operating conditions similar to that of 2000. At
the Shanghai Trade Square, the leased or sold gross floor area for
offices was 95% as compared to 97% for 2000. As for the retail shops,
the leased or sold gross floor area was 100%, the same as 2000. At the
International Apartment, the leased or sold gross floor area for
apartments increased from 99% for 2000 to 100% while for retail
shops it rose to 93% from 40%.
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FINANCIAL POSITION

As at 31 December 2001, the Group had total assets of approximately
HK$2,403,399,000. The net assets were HK$982,271,000 and the net
assets per share were HK$0.39. As at 31 December 2001, the gearing
ratio, calculated by dividing the total liabilities by the total assets, was
0.59.

The Group generally finances its operations with internally generated
cash flow and loan facilities from banks and from its ultimate holding
company. As at 31 December 2001, the Group had total outstanding
borrowings of approximately HK$1,291,358,000, comprising secured
bank loans of HK$113,747,000,
HK$329,039,000, other loans of HK$123,469,000 and loans from
ultimate holding company of HK$725,103,000. With respect to foreign

unsecured bank loans of

exchange exposure, the risk is rather low as all of the Group’s foreign
currency assets and borrowings are denominated in Renminbi and US
dollars which are relatively stable against the Hong Kong dollar. The
impact of exchange rate fluctuations of these currencies is relatively

insignificant to the Group.

PLEDGE OF ASSETS

As at 31 December 2001, the Group pledged unlisted investments and
fixed assets with an aggregate net book value of approximately
HK$814,398,000 (2000: HK$1,027,000,000) to secure general banking

facilities granted to the Group.
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CONTINGENT LIABILITIES

As at 31 December 2001, there were contingent liabilities in respect

of the following:

(a) Guarantees given to banks by the Company in respect of banking
facilities extended to a wholly owned subsidiary of the Company
amounting to HK$38,000,000 (2000: HK$38,000,000).

(b) Guarantees given to banks by the Company in respect of its
25% share for banking facilities extended by banks to an
associate amounting to HK$88,979,000 (2000: HK$95,621,000).

EMPLOYEES AND REMUNERATION

As at 31 December 2001, the Group had a total of approximately
2,200 employees located in Hong Kong and the PRC. Employees are
remunerated according to qualification and experience, job nature and
performance, as well as market conditions. Apart from discretionary
performance bonus, the Group also provides other benefits such as
medical insurance cover and provident fund scheme to the employees
in Hong Kong. The Group has also adopted a share option scheme on
30 September 1993 under which the directors of the Company, subject
to the compliance of the Listing Rules, are authorized to grant share
options to any employees including directors as incentives. There were

no share option granted to any employee and director during the year.

AUDIT COMMITTEE

The Company has established an audit committee comprising of three
independent non-executive directors. The audit committee has reviewed
with the management the accounting principles and practice adopted
by the Group and discussed internal controls and financial reporting
matters including a full review of the audited financial statements for

the year ended 31 December 2001.
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BUSINESS OUTLOOK

Looking ahead, the Group will make further adjustments to its asset
structure, and enhance its capability to nurture and develop new
businesses. At the end of 2001, the Group signed a letter of intent on
strategic co-operation with a world renowned environmental technology
services company. The Group is now seeking suitable co-operation
projects in the green environmental protection industry, with the aim
to nurture and develop relevant projects to build up the Group’s
sustained competitiveness. It is envisaged that the Group will establish
a good reputation in its chosen area of strategic development. Equipped
with clear development strategies and a fine management team, the
Group will further highlight its core business and develop into a

competitive business group in the environmental sector.

Chen Xiaoping
Chief Executive Officer

Hong Kong, 24 April 2002
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