The Directors present to the shareholders their report together
with the audited financial statements of the Group and the
Company for the year ended 31st December, 2001.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
principal activities and other particulars of its subsidiaries as at
31st December, 2001 are set out in note 42 to the financial
statements.

RESULTS

The results of the Group for the year ended 31st December, 2001
are set out in the consolidated income statement on page 29.
DIVIDENDS

No interim dividend was paid for the year (2000: Nil). The
Directors do not recommend the payment of a final dividend for
the year ended 31st December, 2001 (2000: Nil).

SEGMENTAL INFORMATION

An analysis of the Group's turnover and contribution to loss from
operations by principal activities is set out in note 6 to the financial
statements.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the last five financial years is set out on pages 69 to 70.
INVESTMENT PROPERTIES

During the year, investment properties of approximately

HK$53,000,000 were repossessed by the Group after partial
settlement of the relevant loans.
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Directors’ Report (cont’d)
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INVESTMENT PROPERTIES (cont’d)

Details of these and other movements in investment properties
during the year are set out in note 18 to the financial statements.

PROPERTY AND OTHER FIXED ASSETS

Movements in the property and other fixed assets of the Group
and the Company during the year are set out in note 19 to the
financial statements.

PROPERTIES UNDER DEVELOPMENT

During the year, properties under development of
HK$12,000,000 were repossessed by the Group.

Details of these and other movements in properties under
development during the year are set out in note 20 to the financial
statements.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group at 31st December,
2001 are set out on pages 71 to 72.

SHARE CAPITAL AND WARRANTS

Details of the share capital and warrants of the Company are set
out in notes 29 and 30 to the financial statements respectively.

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was
approved pursuant to a resolution passed at an extraordinary
general meeting held on 21st December, 1992 for the primary
purpose of providing incentives to directors and eligible
employees and will expire on 20th December, 2002. Under the
Scheme, the Board of Directors of the Company may grant options
to eligible employees, including executive directors, of the
Company and its subsidiaries to subscribe for shares in the
Company.
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SHARE OPTION SCHEME (cont’d)

The total number of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10% of the
shares of the Company in issue at any point of time. No option
shall be granted to any employee if the number of shares the
subject of such option, when aggregated with the total number
of shares already issued under all the options previously granted
to that employee and issuable under any outstanding option
granted to such employee, would exceed 25% of the maximum
number of shares available for subscription under the Scheme at
that time.

Options granted must be taken up not later than 28 days after
the date of grant. Options may be exercised at any time during a
period to be notified by the Board of Directors to each grantee
and in any event shall not exceed three years commencing on the
expiry of six months after the date the option is accepted and
expiring on the last day of the three year period. A price of HK$1
is payable by the grantee in respect of each option granted and
accepted under the Scheme. The exercise price is determined by
the directors of the Company, and will not be less than 90% of
the average of the closing prices of the shares for the five business
days immediately preceding the date of grant of the option or
the nominal value of the shares, whichever is the higher.

RESERVES

Movements in the reserves of the Group and the Company during
the year are set out in note 31 to the financial statements.
PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year ended 31st December, 2001, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any
of the Company's listed securities.

MAJOR SUPPLIERS AND CUSTOMERS

For the year ended 31st December, 2001, the aggregate purchases

attributable to the Group's five largest suppliers contributed less
than 30% of the total purchases.
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MAJOR SUPPLIERS AND CUSTOMERS (cont’d)

For the year ended 31st December, 2001, the aggregate turnover
attributable to the Group's five largest customers was less than
30% of the total turnover.

DIRECTORS

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

Executive Directors:
Mr. Thomas Lau, Luen-hung (Chairman)
Mr. Joseph Lau, Luen-hung

Independent Non-executive Directors:
Mr. Eddie Chan, Kwok-wai
Mr. Shum, Man-wai

In accordance with Article 101 of the Company's Articles of
Association, Mr. Joseph Lau, Luen-hung will retire from office
by rotation at the forthcoming Annual General Meeting and, being
eligible, will offer himself for re-election.

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).

DIRECTORS' AND CHIEF EXECUTIVES’ INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS

As at 31st December, 2001, the interests of the Directors and Chief
Executives of the Company in the securities of the Company and
its associated corporations as recorded in the register maintained
by the Company pursuant to Section 29 of the Securities
(Disclosure of Interests) Ordinance (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 were as follows:
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Directors” Report (cont’d)
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DIRECTORS' AND CHIEF EXECUTIVES’ INTERESTS W B B EAT BN B AR 2 W) B A Wk
IN THE SECURITIES OF THE COMPANY AND Vil B RERE (B)
ASSOCIATED CORPORATIONS (cont’d)

I. The Company A& H

Number of Shares Units of Warrants

Name of Director HHRE A B ¥ H e IR R By B
Mr. Joseph Lau, Luen-hung BISEME ok

- Corporate interests - Al HERR 2,159,475,904 383,527,348

(note 1) (Mtit1) (note 1) (Mt 1)

II. Associated Corporation of the Company 7% 2\ ] Z AH i

Chinese Estates Holdings Limited ("Chinese Estates")([# AE% )

Number of Shares

Name of Director HHLEH ety ¥ H

Mr. Joseph Lau, Luen-hung BlsEE oA

- Personal interests - fl AR SR 410,061,668

- Other interests - H R % 1,000,000,000 (note 2) (Hf#E2)
Total interests WE 2 A58 1,410,061,668

Mr. Thomas Lau, Luen-hung BIsEE et

- Corporate interests - A\IRERR 11,058,000
- Other interests - HAbRERR 206,379,187 (note 3) (Mfi#3)
Total interests RE25 AR 40 217,437,187

Notes: Mtk -

(1) Mr. Joseph Lau, Luen-hung, by virtue of his 59.18% interest in the issued share (1) IEM EXSEITR 165 » BIBEHESE LA N

capital of Chinese Estates as disclosed in paragraph II above, was deemed to be HEOBTRAPZ 59.18% Hns - BUIRIFH B HE
interested in the said securities of the Company under the provisions of the SDI IRV HGE > Bt BB LR A vl 5
Ordinance.

(2) These shares were indirectly held by a discretionary trust of which certain family (2) ZEFIRA I BB 2 B T HKIKIR A%
members of Mr. Joseph Lau, Luen-hung are eligible beneficiaries. G B R N 2N IR IF A -

(3) These shares were indirectly held by another discretionary trust of which certain (3) ZFIRM I 5L BB 2 T 5K B
family members of Mr. Thomas Lau, Luen-hung are eligible beneficiaries. HE BN RN BN AL HIRIFH -
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DIRECTORS' AND CHIEF EXECUTIVES’ INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (cont’d)

Save as disclosed above, none of the other Directors or Chief
Executives of the Company had or were deemed under the SDI
Ordinance to have any interest in the securities of the Company
or any of its associated corporations (within the meaning of the
SDI Ordinance) as at 31st December, 2001, 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, 2001, so far as are known to the Directors,
the following parties other than directors or chief executives of
the Company were recorded in the register of substantial
shareholders maintained by the Company under Section 16 (1)
of the SDI Ordinance as being, directly or indirectly, interested
and/or deemed to be interested in 10% or more of the nominal
value of the issued share capital of the Company:

B A BTN EUR AR 2 il B A Bk
Bz (80

B ESCRiesRE AN s MFFHE A=t
—H > AR A B R R TEON H A
A SR IR 5 2 10 91 A A B A A W B
EFTAE LM CE & R B Rp]) 2%
ZALPTHESS > WIRARGEEN » KAF Z EFH
FEATBA B8l % B o+ /g2 7
LORE A 4% T B AT (AT T R A 4 ] s
LT AR gt T 2 8 2 Z AL AT RER)

F B AR AR 2 vl Z HE A

BEREGHNR > R _E2F-F+ A=+
H > A2\ GIAR I B SR 25 AR ) 28 16 (1) IR ZH B AT
ZEEBORA MRSk > BRAAF X ERE
BATHON B > B EEA & R A
Rl AR A B BT R 10%50 0, LA 2
AL -

Name of Shareholders Number of Shares Notes
R 44 7 4 ¥ EH Bt 5
Billion Up Limited 2,159,475,904 1&3
Lucky Years Ltd. 2,159,475,904 1&3
Chinese Estates % \i& % 2,159,475,904 1&3
Global King Ltd. 2,159,475,904 2&3
Credit Suisse Trust Limited

as trustee fE A %st A 2,159,475,904 2&3
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
THE COMPANY (cont’d)

Notes:

(D) Billion Up Limited is a wholly-owned subsidiary of Lucky Years Ltd., which in turn
is a wholly-owned subsidiary of Chinese Estates, and its interests in the shares in the
Company are duplicated and included in the shareholding stated against Lucky Years
Ltd. and Chinese Estates.

(2) These shares relate to the same parcel of shares in the Company which are duplicated
in the shareholding stated against Chinese Estates due to its interests in Chinese
Estates.

(3

~

The shareholdings stated against the above shareholders 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”.

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, 2001.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Apart from the share option scheme as shown under “Share
Option Scheme” and 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 ultimate 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
during the year.
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DIRECTORS' AND CONTROLLING
SHAREHOLDERS’ INTERESTS IN CONTRACTS

By an agreement dated 20th November, 2000 entered into between
Billion Up Limited and the Company, HK$12,226,197 was
designated as a shareholder’s loan to the Company. The loan
was unsecured, interest free, due and payable on 20th May, 2002.

Apart from disclosed herein and under the heading “Connected
Transactions” below, 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.

CONNECTED TRANSACTIONS

1. By a lease dated 20th November, 2000 entered into between
the Company and Pioneer Time Investment Limited (“Pioneer
Time”), a wholly-owned subsidiary of Chinese Estates,
Pioneer Time agreed to lease to the Company the office
premises at Room 1003, 10th Floor, MassMutual Tower, 38
Gloucester Road, Wanchai, Hong Kong on normal commercial
terms for two years commencing on 1st July, 2000 at a monthly
rental of HK$40,000.

2. Grandhall Secretarial Services Limited, a wholly-owned
subsidiary of Chinese Estates, provides general company
secretarial services to each of the subsidiaries of the Company
at a fee of HK$3,500 per annum for each subsidiary. For the
year ended 31st December, 2001, the aggregate payment made
to the Chinese Estates group for the above services amounted
to HK$52,500.
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DIRECTORS’ INTERESTS IN COMPETING

BUSINESSES

Pursuant to Rule 8.10 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), as at 31st
December, 2001, the following Directors of the Company declared
their interests in the following companies with businesses which
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compete or are likely to compete, either directly or indirectly, o
with the businesses of the Group:

Name of Directors

Y

Name of companies

gk

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

PR Jy BLAC SR SR 5
BB 3BE T o WY REME I
WP R

REFRETF A= H > BB PE
Zr bR (Bl D) 56 8.10 %% » FHIA
O3V HE SR A Y 5 SRR SR O S T o D
8 BISBE T K PT REAE IO T Z SR 2 A P R

Nature of interest
of the Directors in
the companies
WHRET A Z
B PR

Mr. Joseph Lau,
Luen-hung

IS

Mr. Thomas Lau,
Luen-hung

ISR

Chinese Estates*

and its subsidiaries
= YN

T FCH I8 2 W)

Evergo China
Holdings Limited
(“Evergo China”)
and its subsidiaries**

(Be-1d 0
T i B 2 )

The Kwong Sang Hong
International Limited
(“Kwong Sang Hong”)
and its subsidiaries

(TBEAAT D) JeSCH g 23wl

Chinese Estates*

and its subsidiaries
e YN &

e H B 20 )

Property investment and
development

LB S e 9% 9

Property investment,
property development
and investment holding
in the PRC

TP R S S
LB IEYE il

Property investment
and development

LUE Sia 9 %9

Property investment and
development

WP KBt

Director and having certain
personal and deemed
interests in Chinese Estates

R NE R AT
LN B A AT Z A i

Director and having
certain deemed interests
in Evergo China

W RN P B
T AR B Z A

Director and having
certain deemed interests
in Kwong Sang Hong

RN AT
T AR R R Z R

Director and having
certain deemed interests
in Chinese Estates

R RO NB R
BT R TR AR
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DIRECTORS’” INTERESTS IN COMPETING
BUSINESSES (cont’d)

AR BT 2 M ()

Nature of business

considered to compete

or likely to compete
with the businesses

Nature of interest
of the Directors in

Name of Directors Name of companies of the Group the companies
[ 3% Ak By B S [ 26 HIREFAANZ
Rl OB T 5 Y B B3
BT EBPER
Evergo China Property investment, Director
and its subsidiaries** property development e
55 g v I S L Y A ) e and investment holding
in the PRC
T A S SR
YK e Je BT Bt
Kwong Sang Hong Property investment Director
and its subsidiaries and development HE

S A AT B LAY i 2w

LUE S e 9 % 19

*  listed holding company of the Company
** became subsidiaries of Chinese Estates upon privatisation of Evergo China in
November 2001

Mr. Joseph Lau, Luen-hung and Mr. Thomas Lau, Luen-hung
are brothers (collectively the “Lau Brothers”) and also have
personal interest 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.

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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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES (cont’d)

Other than as disclosed above, none of the Directors are interested
in any business which competes or is likely to compete, either
directly or indirectly, with the Company’s business.

PENSION SCHEME

The Group operates a provident fund scheme as defined in the
Mandatory Provident Fund Schemes Ordinance, Chapter 485 of
the laws of Hong Kong (the “MPF”). It is a defined contribution
scheme with assets managed by the trustee accordingly.

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 scheme charged to income statement for
the year ended 31st December, 2001 amounted to HK$39,000
(2000: HK$29,000).

POST BALANCE SHEET EVENT

Details of significant post balance sheet event are set out in note
41 to the financial statements.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31st
December, 2001 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
Company's annual general meeting in accordance with the
Company's Articles of Association.
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Directors’ Report (cont’d)
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AUDITORS

The financial statements for the year were audited by Messrs.
Deloitte Touche Tohmatsu who will retire at the conclusion of
the forthcoming Annual General Meeting and, being eligible, will
offer themselves for re-appointment.

On behalf of the Board
Thomas Lau, Luen-hung
Chairman

Hong Kong, 11th April, 2002
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