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The Board of Directors would like to submit their annual report together
with the audited financial statements for the year ended 31 December
2001.

Principal activities

The principal activity of the Company is investment holding. The principal
activities and other particulars of the subsidiaries are set out in Note 13

to the financial statements.

Major customers and suppliers

The information in respect of the Group’s sales and purchases attributable

to the major customers and suppliers during the financial year is as follows:

EAEEBEEZAED L
Percentage of the Group’s total
HER REE
Sales Purchases
—EER-F C—EBERF ZBE-F C"EBEEF
2001 2000 2001 2000
BREF The largest customer 14% 19%
BEEAREF Five largest customers
Frib 4 58 in aggregate 43% 37%
BAREER The largest supplier 6% 37%
EEWNGY ] Five largest suppliers
FrG 4 %R in aggregate 12% 949%

RAFEZEMER  SEEFLEBEALCE
EABEBBMERIABR AT EZF LR
(TEmARBD) AMEEFRAERNEREERR
ARSI L2 RABMRER - HEMEEA Ll
FEPRMHER AR -

Bt 3% 8 &

AREBE-TT ST -A=+-AL%F
EZER - ARAARRARENZE 2 H
B R 9 B R A B 5 R S 37 HL E 109 -
EFETRARFNE_FE—E+-A=
t-RLEEZRE(CETES M)

At no time during the year, have the Directors, their associates (as defined
in the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (“Listing Rules”)) or any shareholders of the Company
(which to the knowledge of the Directors owns more than 5% of the
Company’s share capital) had any interests in the above customers and

suppliers.

Financial statements

The loss of the Group for the year ended 31 December 2001 and the
state of the Company’s and the Group’s affairs as at that date are set out

in the financial statements on pages 37 to 109.

The Directors do not recommend the payment of dividend for the year
ended 31 December 2001 (2000: Nil).
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Charitable donations

During the year, the Group made charitable donations amounting to
HK$29,000 (2000: HK$28,000).

Property, plant and equipment

Movements in property, plant and equipment during the year are set out

in Note 12 to the financial statements.

Share capital

Details of the Company’s share capital are set out in Note 25 to the

financial statements.

Reserves

Movements in reserves during the year are set out in Note 26 to the

financial statements.

Directors

The Directors who held office during the year and up to the date of this

report were:

Gao Dezhu

Wang Xingdong (appointed on 30 March 2001)
Li Shiming

He Xiaoli (appointed on 27 February 2002)

Tam Wai Chu, Maria (Non-executive)

Lam Chun, Daniel (Non-executive)

Cui Guisheng (resigned on 30 March 2001)

Ms. He Xiaoli retires from office in accordance with Article 102 of the

Company's Bye-Laws, being eligible, offers herself for re-election.

Ms. Tam Wai Chu, Maria retires from office in accordance with Article
111(A) of the Company’s Bye-Laws, being eligible, offers herself for re-

election.
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Directors’ service contracts

No Director proposed for re-election at the forthcoming annual general
meeting has an unexpired service contract which is not determinable by
the Company and any of its subsidiaries within one year without payment

of compensation, other than normal statutory obligations.

Directors’ interests in securities and rights
to acquire securities

As at 31 December 2001, none of the directors or the chief executive of
the Company had any interests in any equity or debt securities of the
Company or any of its associated corporations of the Company (within
the meaning of the Securities (Disclosure of Interests) Ordinance (“SDI
Ordinance”)) which are required to be notified to the Company and The
Stock Exchange of Hong Kong Limited (“Stock Exchange”) pursuant to
section 28 of the SDI Ordinance (including interests which they are deemed
or taken to have under section 31 of the SDI Ordinance or Part | of the
Schedule to the SDI Ordinance) or which are required, pursuant to section
29 of the SDI Ordinance, to be entered in the register referred to therein
or are required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies, to be notified to the Company and the

Stock Exchange.

During the year, none of the directors or the chief executive of the
Company nor their spouses or children under 18 years of age was granted
or had exercised any rights to subscribe for any equity or debt securities

of the Company or any of its associated corporations.

Notes: As at the date of this report, Ms. He Xiaoli, who was appointed as an
executive director of the Company on 27 February 2002, holds 20,000

ordinary shares in the Company.

Convertible securities, options, warrants or
similar rights

The Company had no outstanding options, convertible securities, warrants

or other similar rights as at 31 December 2001.

There was no repurchase or exercise of options and convertible securities

during the year.
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Substantial interests in the share capital of
the Company

As at 31 December 2001, according to the register required to be kept
by the Company under section 16(1) of the SDI Ordinance, the Company
was notified that the following shareholders were interested in 10% or

more of the issued share capital of the Company:

e &7
% 10 48 B
Zigs ZBDtE
igrig 2 4= Percentage of
Bt aF Number of total issued
BRRABE Name of shareholder Notes shares held shares
BxEeeBIXR" State Nonferrous Metals
Industry Administration * 1 416,009,928 53.87%
China Nonferrous Metals China Nonferrous Metals
Holdings (Cook Islands) Holdings (Cook Islands)
Limited Limited ! 416,009,928 53.87%
FEEEEE (BB) China Nonferrous Metals
EEERAF Group (Hong Kong)
([FEEE(FSB)]) -~ Limited (“CNMG") * 2 416,009,928 53.87%
Haka International Limited Haka International Limited
(I'Hakal) ("Haka”) 383,188,208 49.62%
Htat - Notes:
* BEeEFE2AE M * Please refer to the Note on page no. 2.

1. RIFRBEER G - ZERRERAE
A H Haka¥$ 5 2 383,188,208% A% 15 &
BREEEEB)MREE 232,821,7200%
Rty 2 % o

2. BN B H32,821, 72008550 » A
BE(EB)MERAES HHakafT 58
2.383,188,2088% & {0 Z =S -
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1. By virtue of the SDI Ordinance, these companies are deemed to be interested
in the 383,188,208 shares held by Haka and 32,821,720 shares held by
CNMG.

2. In addition to 32,821,720 shares held by itself, CNMG is deemed to be
interested in the 383,188,208 shares held by Haka.
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Directors’ interests in contracts

No contract of significance to which the Company, any of its holding
companies, or any of their subsidiaries was a party, in which a director
of the Company had a material interest, subsisted at the end of the year

or at any time during the year.

Management contracts

Save as disclosed in Note (b) on page 31 and Note 32 on page 107 of
the annual report, no contract for management and administration of the
whole or any substantial part of any business of the Company were

entered into or existed during the year.

Purchase, sale or redemption of the
Company’s listed securities

Neither the Company nor any of its subsidiaries have purchased, sold or

redeemed any of the Company’s listed securities during the year.

Bank loans, overdrafts and other
borrowings

Particulars of loans and overdrafts of the Group as at 31 December 2001

are set out in Notes 22 and 23 to the financial statements.

Interest capitalised

The amount of interest capitalised by the Group during the year is set out

in Note 5 to the financial statements.

Five year financial summary

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 112 of the annual report.

Properties

Particulars of the major properties and property interests of the Group are

shown on pages 110 to 111 of the annual report.
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Employees

As at 31 December 2001, the Group employed 657 staff. The amount of
the remunerations paid during the year was approximately
HK$71,267,000. The Company adopted a pay policy in line with market
practice, and remuneration was determined with reference to the

performance and experience of individual employees.

The shareholders of the Company approved a share option scheme for
executives (the “Scheme”) on 30 September 1993. The Scheme was tailor-
made for the executives and senior staff of the Group. Under the Scheme,
the Directors of the Company have the authority at their discretion to
invite executives and senior staff of the Group to take up options to
subscribe for shares in the Company according to the terms and conditions

of the Scheme.

The Scheme is intended to encourage executives and staff of the Group
to contribute to maintaining and where possible improving the share
price of the Company in the long run. At the same time, the Scheme
serves as a recognition to those staff with excellent performance and

helps the Group to retain experienced and capable employees.

Meanwhile, the Group is well aware of the importance of quality
management and specialist expertise as key factors in achieving corporate
success. While strengthening its operational management, the Group
also encourages self-advancement and attracts great importance to the
provision of various forms of professional training to employees at different
levels. Through appropriate training, employees” skills can be enhanced
and their personal potential can be developed. Provision of training also

help to increase their job satisfaction and loyalty to the Company.

Pension scheme

Details of the Group pension scheme are set out in Note 30 to the

financial statements.

Pre-emptive rights

There is no provision for pre-emptive rights under the Company’s Bye-

Laws or the law in Bermuda.
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Code of best practice

The Company has complied with the Code of Best Practice (the “Code of
Best Practice”) as set out in Appendix 14 of the Rules Governing the
Listing of Securities on the Stock Exchange throughout the year ended 31
December 2001 except that the Non-executive Directors of the Company
are not appointed for a specific term as they are subject to retirement by
rotation and re-election at the annual general meeting of the Company

in accordance with the Company’s Bye-Laws.

Audit committee

In March 1999, the Board of Directors resolved to establish an audit
committee with written terms of reference and appointed two Independent
Non-executive Directors of the Company, Mr. Lam Chun, Daniel and Ms.
Tam Wai Chu, Maria, as members of the committee pursuant to the Code
of Best Practice. Durng the year, the audit committee convened five

meetings and made various recommendations.

Auditors

Messrs. Arthur Andersen & Co, the auditors of the Company, will retire at
the forthcoming annual general meeting and, being eligible, offer

themselves for re-appointment.

Connected transactions

During the year and up to the date of this report, the Group entered into

the following connected transactions as defined under the Listing Rules:

(a) On 16 August 1999, ONFEM Finance Limited (“OFL"), a wholly-
owned subsidiary of the Company, principally engaged in financing
activities within the Group, entered into a loan agreement with
CNMG under which OFL made an advance of HK$26,000,000
(the “Loan”) to CNMG at an interest rate of 2% over the prime rate

per annum which was repayable on 29 February 2000.

On 29 February 2000, CNMG made on the maturity date a
repayment of all the interest accrued to the Loan to OFL. The date
of repayment of the principal of the Loan was extended for a
further six months at an interest rate of 2% over the prime rate per
annum pursuant to a supplemental agreement entered into
between OFL and CNMG on 29 February 2000. The Loan and the
accrued interest thereon were repayable on 31 August 2000.
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On 31 August 2000, CNMG made on the maturity date a repayment
of all the interest accrued to the Loan to OFL. The date of repayment
of the principal of the Loan was extended for a further three
months at an interest rate of 2% over the prime rate per annum
pursuant to a supplemental agreement entered into between OFL
and CNMG on 31 August 2000. The Loan and the accrued interest
thereon were repayable on 30 November 2000.

On 30 November 2000, CNMG made on the maturity date a
repayment of all the interest accrued to the Loan to OFL. The date
of repayment of the principal of the Loan was extended for a
further six months at an interest rate of 2.5% over the prime rate
per annum pursuant to a supplemental agreement entered into
between OFL and CNMG on 30 November 2000. The Loan and
the accrued interest thereon were repayable on 31 May 2001.

On 31 May 2001, CNMG made on the maturity date a repayment
of all the interest accrued to the Loan to OFL. The date of repayment
of the principal of the Loan was extended for a further six months
at an interest rate of 2.5% over the prime rate per annum pursuant
to a supplemental agreement entered into between OFL and
CNMG on 31 May 2001. The Loan and the accrued interest thereon
were repayable on 30 November 2001.

On 30 November 2001, CNMG made on the maturity date a
repayment of all the interest accrued to the Loan and part of the
principal of the Loan amounting to HKS$2,750,000 to OFL. The
date of repayment of the remaining balance of the Loan amounting
to HKS$23,250,000 (the “Remaining Balance”) was extended for a
further six months at an interest rate of 2.5% over the prime rate
per annum pursuant to a supplemental agreement entered into
between OFL and CNMG on 30 November 2000. The Remaining
Balance and the accrued interest thereon are repayable on 31
May 2002.

During the year, OFL earned interest income of approximately
HK$2,451,000 (2000: approximately HKS2,936,000) from the Loan
and the Remaining Balance. The outstanding balance of the
Remaining Balance and the interest accrued thereon as at 31
December 2001 amounted to approximately HK$23,803,000
(2000: approximately HK$27,101,000 being the aggregate of the
Loan and the interest accrued thereon). As at 31 December 2001,
a full provision was made for the outstanding loan.
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Connected transactions (contd)

(b)

(c)

The Company and CNMG entered into an agreement on 12 May
2000 (the “Future Service Agreement” in respect of the sharing of
administrative costs for administration services rendered by CNMG
for the period from 1 January 2000 to 31 December 2002 (the
“On-Going Connected Transactions”). Based on the amounts
estimated as specified in the cash flow forecast of CNMG for the
year 2000, the maximum amounts to be paid by the Company
were expected to be not more than HKS$5,697,500, HK$6,288,750
and HKS$6,933,750 respectively for the years 2000, 2001 and
2002. The amount shared by the Company for the year 2001 was
HKS$2,863,000 (2000: HK$3,830,000).

On 23 November 2001,

(i) a sale and purchase agreement was entered into between
Best Pearl Development Limited, a wholly-owned subsidiary
of the Company, as purchaser of the one part and Oriental
Goldbeam Shipping Inc. (“OGSI”), a fellow subsidiary of
CNMG, as vendor of the other part for the sale and purchase
of the residential property located at Unit 611, 6th Floor,
Block N, Kornhill, 14-16 Hong On Street, Quarry Bay, Hong
Kong at a consideration of HK$2,000,000;

(ii) a sale and purchase agreement was entered into between
Bright Circle Limited, a wholly-owned subsidiary of the
Company, as purchaser of the one part and OGSI as vendor
of the other part for the sale and purchase of the residential
property located at Unit 6, 8th Floor, Block 2, Heng Fa
Chuen, No. 100 Shing Tai Road, Chai Wan, Hong Kong at
a consideration of HKS1,900,000.
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Connected transactions (contd

(d)

On 15 April 2002,

(i)

(ii)

a set-off agreement was entered into amongst ONFEM
Company Limited (“OCL"), a wholly-owned subsidiary of
the Company, Zhuhai Shining Metals Group Inc. (“Shining
Metals”), Zhuhai (Oriental) Blue Horrison Properties
Company Limited (“ZOBHP”) and Tian He Orien Met
Property Co., Ltd. (“Tian He") whereby the parties agreed
that, out of the Reimbursement Amount (as defined in the
Company’s press announcement dated 17 April 2002) in
the sum of RMB25,000,000 payable by OCL to Shining
Metals on the Due Date (as defined in the Company’s
press announcement dated 17 April 2002), OCL should
pay to ZOBHP on the Due Date the sum of RMB7,500,000
with the intention that such payment by OCL to ZOBHP
should set off (1) the sum of RMB7,500,000 (being a portion
of the Reimbursement Amount) payable by OCL to Shining
Metals, which in turn set off (2) the sum of RMB7,500,000
owed by Shining Metals to Tian He and which in turn set
off (3) the sum of RMB7,500,000 owed by Tian He to
ZOBHP;

a set-off agreement was entered into amongst OCL, Shining
Metals, ZOBHP and Zhuhai Xingyuan Industrial and Trading
Development Co., Ltd. ("Xingyuan”) whereby the parties
agreed that, out of the Reimbursement Amount in the sum
of RMB25,000,000 payable by OCL to Shining Metals on
the Due Date, OCL should pay to ZOBHP on the Due Date
the sum of RMB4,625,566.56 with the intention that such
payment by OCL to ZOBHP should set off (1) the sum of
RMB4,625,566.56 (being a portion of the Reimbursement
Amount) payable by OCL to Shining Metals, which in turn
set off (2) the sum of RMB4,625,566.56 owed by Shining
Metals to Xingyuan and which in turn set off (3) the sum
of RMB4,352,799.94 owed by Xingyuan to ZOBHP.
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A Brighter Future Ahead

# 3¢ fr 3 #  Report of the Directors

Connected transactions (contd)

ZOBHP is owned as to 80% by OCL and 20% by Shining Metals.
Shining Metals is a substantial shareholder of ZOBHP and is
therefore a connected person (as defined in the Listing Rules) of
the Company.

The set-off arrangements contemplated under the above

agreements took effect from 31 December 2001.

The Directors confirmed that the above connected transactions with the
exception of the transaction detailed under Note (b) above for which a
waiver had been obtained from the Stock Exchange had been previously
announced in the newspapers by the Company and are properly disclosed

in the annual report in accordance with Chapter 14 of the Listing Rules.
The Group also entered into following related party transactions:

(e) During the year, the Group made various loan advances in
aggregate of HK$40,691,171 to Condo Engineering (China)
Limited, Enful Engineering Limited, Enful Design & Build Limited,
Polycrown Engineering Limited and ZOBHP, all of which are non-
wholly owned subsidiaries of the Company and earned interest of
approximately HKS7,988,000. The advances are charging interest
ranging from prime rate plus 0.5% to prime rate plus 4% per
annum. At 31 December 2001 approximately HKS 117,918,000

was outstanding.

By Order of the Board

\Wang Xingdong
Managing Director

Hong Kong, 23 April 2002
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