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GENERAL
The Compuny is u public limited compuny incorporuted in Hohy Kony with its shures listed on
The Stock Exchunge of Hony Kony Limited (the "Hony Kony Stock Exchunyge”).

The Compuny is an investment holding compuny. The uctivities of its principal subsidiaries und
ussociutes ure set out in hote 20 und 21.

ADOPTION OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING
PRACTICE

During the yeur, the Group hus udopted for the first time g humber of hew und revised Stutements
of Stundurd Accounting Pructice ("SSAPs”) issued by the Hony Kohy Society of Accountunts.
Adoption of these new und revised SSAPs hud nho sighificunt effect on the financiul stautements
for the current or prior yeur except thut in uccordunce with SSAP 9 (Revised) “"Events ufter the
Bulunce Sheet Dute”, dividends proposed or declured uffer the bulunce sheet dute ure not
recoyhised us u liubility at the balunce sheet dute, but ure disclosed us u sepurute component
in the notes to the finunciul stutements. This chunye in uccounting policy hus been upplied
retrospectively, resulting in a prior period udjustment which increused the retuined profits of the
Group und the Compuny respectively, us at 1st January, 2000 by HK$46,098,000. The revised
uccounting policies ure set out in hote 3. In uddition, the new und revised SSAPs huve intfroduced
udditionul und revised disclosure requirements which have been udopted in these finunciul
statements. Compurative amounts for the prior yeur have been restated in order to uchieve u
consistent presentution.

SIGNIFICANT ACCOUNTING POLICIES

The financiul stutements huve been prepured under the historicul cost convention us modified
for the valuution of investment properties, hotel property and investments in securities.

The finauncial statements have been prepdured in uccordunce with accounting principals generally
uccepted in Hohy Konhy. The principul uaccounting policies udopted are us follows:

Basis of consolidation
The consoliduted finunciul stutements incorporute the financial statements of the Compuny und
its subsidiaries mude up to 31st December euch yeur.

The results of subsidiaries and dssociutes which are ucquired or disposed of during the yeur are
included in the consoliduted income statement from the effective dute of ucquisition or up to
the effective dute of disposul, us uppropriute.

Goodwill

Goodwill urising on consolidution represents the excess of the cost of ucqyuisition over the Group’s
interest in the fuir value of the identifiuble ussets und liubilities of u subsidiury or un ussociute ut
the dute of ucquisition.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Goodwill - confinued

In the current yeur, the Group hus udopted SSAP 30 “Business Combinutions” und hus elected
not to restute goodwill previously eliminated against reserves. Accordingly, goodwill arising on
ucyuisition prior to 1st Junuary, 2001 continues to be held in reserves, und will be charged to the
income stutement ut the time of disposul of the relevunt subsidiary or ussociute or ut such time
us the yoodwill is determined to be impuired.

Goodwill arising oh ucqyuisition ufter Tst Junuary, 2001 is cupitalised und umortised on u struight
line busis over its useful economic life. Goodwill urising on the ucquisition of un ussociute is
included within the currying umount of the ussociute. Goodwill urising on the ucquisition of
subsidiuries is presented sepurately in the bulance sheet.

On disposul of u subsidiary or un ussociute, the uttributuble amount of unumortised gyoodwill/
yoodwill previously eliminuted uyuinst reserve is included in the determination of the profit or
loss on disposul.

Negative goodwill

Negutive yoodwill represents the excess of the Group’s interest in the fuir value of the identifiuble
ussets und liubilities of u subsidiury or un ussociute ut the dute of ucqyuisition over the cost of
ucyuisition.

In the current yeur, the Group hus udopted SSAP 30 “Business Combinutions” und hus elected
not to restute heyutive yoodwill previously credited to reserves. Accordingly, heyutive goodwill
urising on ucquisition prior to 1st Junuaury, 2001 continues tfo be held in reserves und will be
credited to income at the time of disposal of the relevant subsidiary or ussociute.

Neyutive gyoodwill urising on ucquisition ufter 1st Junuury, 2001 is presented us deduction from
ussets and will be releused to income bused on un aunalysis of the circumstances from which the
balunce resulted.

To the extent thut the neyutive yoodwill is uttributuble to losses or expenses unticiputed ut the
date of ucqyuisition, it is releused to income in the period in which those losses or expenses urise.
The remuining heyutive goodwill is recoygnised us income on u struight line busis over the remuining
uveruge useful life of the identifiuble ucyuired depreciuble ussets. To the extent thut such heyutive
yoodwill exceeds the uyyreyute fuir value of the ucqyuired identifiuble hon-monetary ussets, it is
recoyhised in income immediutely.

Neyutive goodwill urising on the acquisition of un ussociute is deducted from the currying value
of thut ussociute. Neyutive gyoodwill urising on the acquisition of subsidiuries is presented
sepurutely in the bulunce sheet us u deduction from ussets.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Investments in subsidiaries
Investments in subsidiaries are included in the Compuny’s bulunce sheet ut cost less uny identified
impuirment loss.

Investments in associates

The consoliduted income statement includes the Group’s shure of the post-ucquisition results of
its ussociutes for the yeur. In the consoliduted bulunce sheet, inferest in ussociutes is stuted ut
the Group’s shure of the het ussets of the ussociutes less uny identified impuirment loss.

The results of the ussociutes ure uccounted for by the Compuny on the busis of dividends
received und receivuble during the yeur. Investments in ussociutes ure included in the Compuny’s
balunce sheet ut cost us reduced by uny identified impuirment loss.

Intangible asset

Intungible usset is stuted at cost less umortisution and uny identified impuirment loss. The cost of

the intunyible usset is umortised over the estimated useful life on a straight line busis.

Recognition of revenue
Revenue of the Group for the yeur is recoygnised on the followiny buses:

Sdles of goods is recoyhised wheh gyoods ure delivered und title hus been pussed to the customers.

Hotel revenue from rooms und other uncillury services ure recoyhised when the services ure
rendered.

Income from sule of completed properties is recoyhised on the execution of u bindiny sule und
purchuse ugreement,

Dividend income from investments in securities is recoghised when the shareholders’ rights to
receive puyment have been estublished.

Interest income is uccrued on u time busis by reference to the principul outstanding und dat the
interest rate upplicuble.

Income from sule of nhewspuper is recoyhised when the hewspupers ure delivered.

Income from advertisement in hewspuper is recoygnised when the relevant advertisement is
published.

Rentul income, includinyg rentul invoiced in advunce from properties under operuting leuses, is
recoyghised on u struight line busis over the period of the respective leuses.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Impairment of assets

At euch bualunce sheet dute, the Group reviews the carrying amounts of its fungible und intunyible
ussets to determine whether there is uny indication that those ussets have suffered an impuirment
loss. If the recoveruble umount of un usset is estimuted to be less than its carrying umount, the
currying umount of the usset is reduced to its recoveruble umount. Impduirment loss is recoyhised
us expenses immediutely.

Where un impuirment loss subseyuently reverses, the currying umount of the usset is increused to
the revised estimute of its recoveruble umount, but so thut the increused currying umount does
not exceed the currying umount that would have been determined had no impuairment loss
been recoynised for the usset in prior yeurs. A reversul of un impuirment loss is recoynised us
income immediutely.

Investment properties
Investment properties ure completed properties which ure held for their investment potential,
uny rentul income beihy heyotiuted ut urm’s lenyth.

Investment properties ure stated ut open murket value bused on professional valuation ut the
balunce sheet dute. Any revuluution increuse or decreuse drising on the revaluation of investment
properties is credited or churged to the investment property revuluation reserve unless the bulunce
on this reserve is insufficient to cover u revaluution decreuse, in which cuse the excess of the
revaludution decreuse over the bulance on the investment property revaluation reserve is charyed
to the income stutement. Where u decreuse hus previously been churged to the income
statement und d revuludtion increuse subseyuently arises, this increuse is credited to the income
stutement to the extent of the decreuse previously charged.

On disposul of un investment property, the bulance on the investment property revaluation
reserve uttributuble to the disposed property is tfrunsferred to the income stutement.

No depreciution or umortisation is provided on investment properties except where the unexpired
term, includinyg the renewul period, of the relevunt leuse is twenty yeadrs or less.

Property, plant and equipment
Properties under construction, toll highwday und conhstruction in progress

Properties under construction, toll highway und construction in progress ure stuted ut cost, which
includes lund cost und the reluted construction cost und borrowiny costs cupitulised in
uccordunce with the Group’s uccountiny policies, less uccumuluted impuirment losses. No
depreciution or umortisation is provided on properties under construction, toll highway and
cohstfruction in progress until the construction is completed und the properties, ussets or toll
highwuy ure reudy for use.
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SIGNIFICANT ACCOUNTING POLICIES - continued
Property, plant and equipment - confinued
Hotel property

Hotel property (includinyg interests in land und building und its intfeyrul fixed plant) is stuted at
their open market vulue bused on professionul valuation ut the bulunce sheet date. Any surplus
or deficit urising from the sume usset on the revuluution of the hotel property is credited or
churged to the revaluution reserve of the sume usset unless the bulunce on this reserve is
insufficient to cover u deficit, in which cuse the excess of the deficit over the bulunce on the
usset revaluution reserve is churgyed to the income statement. Where u deficit hus previously
been charyed to the income statement aund u revaluation surplus subseyuently arises, this surplus
is credited to the income stutement to the extent of the deficit previously charged.

No depreciution is provided on hotel property or on its integral fixed plunt. It is the Group’s
policy to muintain these usset in u continudl stute of sound repuir und Muintenunce und to
extend und muke improvements thereto from time to time, und uccordingly the directors consider
thut given the estimuted life of this usset und its high residuul value, uny depreciution would be
insignificunt.

Other property, plunt und equipment

Property, plunt und equipment, other than properties under construction, toll highway, construction
in proyress und hotel property, is stuted ut cost less depreciution und uccumulated impuirment
losses.

The guin or loss urising from disposul or retirement of un usset is determined us the difference
between the sule proceeds und the carrying umount of the usset and is recoghised in the
income statement.

Depreciution is provided to write off the other items of the property, plunt und eyuipment over
their estimuted useful lives und ufter taking intfo account their estimuted residuadl value, using the
straight line method, at the following rates per unnum:

Leusehold land und lund use rights Over the tferm of the leuse or lund use rights

Buildings 2% or the term of the leuse or land use
rights, if shorter

Furniture und fixtures 10% — 25%

Machinery und equipment 10% — 20%

Motor vehicles 12.5% - 25%

Assets held under hire purchuse contracts ure depreciuted over their estimuted useful lives on
the sume busis us ussets ownhed by the Group.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Properties under/held for development

Properties under/held for development where no decision hus yet been tuken to re-sell or hold
for lony term purposes ure stuted at cost less uccumuluted impuirment losses. No depreciution
und umortisation is provided on properties under/held for development until the construction is
completed and the properties are reudy for their intended use.

Costs comprise lund cost, construction costs, borrowiny costs cupitulised in uccordunce with the
Group’s uccounting policy und other direct costs uttributuble to the properties under/held for
development.

Properties held for sale

Properties held for sule ure stuted ut the lower of cost und het redlisuble value. Cost comprises
dll costs of purchuse. Net reulisuble value is culculuted at the actuadl or estimuted selling price
less reluted costs of murketing und selling.

Operating leases
Rentuls puyuble in respect of operuting leuses ure churged to the income stutement on u
straight line busis over the relevunt leuse term.

Investments in securities
Investments in securities are recoghised on a trade date busis und are initially meusured ut cost.

Investment securities, which dare securities held for an identified lony-term strateygic purpose, ure
meusured at subseyuent reporting dutes ut cost, us reduced by uny impuirment loss that is other
than temporary.

Other investments are meausured at fair value, with unredlised guins and losses included in het
fprofit or loss for the period.

Capitalisation of borrowing costs

Borrowiny costs directly attributable to the acquisition, construction or production of a yuulifyiny
usset, which dre assets thut necessarily takes u substantial period of time to yet ready for its
infended use or sule ure cupitdlised us purt of the cost of that usset. Capitulisution of such
borrowiny costs ceuses when the ussets ure substuntiully reudy for their intended use or sule.
Investment income eurned on the temporury investment of specific borrowings pendiny their
expenditure on yuulifying ussets is deducted from the borrowing costs cupitulised.

All other borrowiny costs ure recoynised us expenses in the period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Assets held under hire purchase contracts

Assets held under hire purchuse contfructs ure cupitulised at their fair value aut the dute of
ucyuisition. The corresponding liability fo the hirer, net of interest charges, is included in the
balunce sheet us u hire purchuse obligution. Finunce costs, which represent the difference
between the totul commitments and the outstanding principal umount at the inception of the
hire purchuse contructs, ure churged to the income statement over the period of the relevunt
contracts so us to produce u constant periodic rate of charge on the remaining balances of the
obligution for each uccounting period.

Inventories

Inventories ure stated ut the lower of cost und net redlisuble value. Cost, which comprises ull
costs of purchuse and, where upplicuble, costs of conversion und other costs that have been
incurred in bringing the inventories to their present locution und condition, is culculuted usiny
the weighted uveruge cost method. Net reulisuble value represents the estimuted selling price
in the ordinury course of business less the estimuted costs of completion und the estimuted costs
necessury to muke the sule.

Foreign currencies
Transuctions in foreign currencies ure trunsluted ut the rates ruling on the dutes of the fransuctions.
Monhetury ussets und liubilities denominuted in foreign currencies ure re-transluted at the rates
ruling on the bulunce sheet dute. Profits und losses drising oh exchunyge dare deult with in the
income stutement,

On consolidation, the finunciul statements of the subsidiaries and ussociutes which are
denominuted in currencies other than Honyg Kony dollar are franslated at the rates ruling on the
bulance sheet dute. All exchanyge differences arising on consolidation dre dedlt with in reserves.

Pension/Retirement benefit scheme

The pension costs/retirement benefit scheme contributions reluting to the defined contribution
scheme/mundutory provident fund scheme chuaryed to the income stutement represents
conftributions puyuble to the schemes by the Group ut rutes specified in the rules of the schemes.
The umount of contributions puyuble to previous schemes in jurisdictions other thun Hony Kony
ure churged to the income stutement.

Taxation

The churyge for tuxation is bused on the results for the year us udjusted for items which are hon-
ussessuble or disullowed. Timiny differences urise from the recoynition for tux purposes of certdin
items of income und expense in u different uccounting period from that in which they dre
recoyhised in the finunciul statements. The tux effect of timiny differences, computed using the
liubility method, is recoynised us deferred tuxation in the finunciul statements to the extent thut
it is probuble that d liubility or an usset will crystadllise in the foreseeuble future.




TURNOVER

Sules of yoods, het of returhs und sules taxes 2,986,793 3,091,851
Publicution of hewspuper 132,311 9.818
Sdles of properties 58,800 12,500
Hotel operution 50,518 38,469
Rentudl income 5,982 5,420

3,234,404 3,158,058

The Group curries out its uctivities primurily in the People’s Republic of Chinu ("PRC”) includiny
Hony Kony, detdils of the unulysis of the Group’s turnover und contribution to results from
operutions by principul business seyment und yeoyruphicul market aure set out in hote 5.




NoTES

For The Year end

SEGMENTAL INFORMATION

Business segments
For munugement purposes, the Group is currently orgunised info the followiny divisions. These
divisions ure the busis on which the Group reports ifs primury segment information.

An unulysis of the Group’s furnover und contribution to operating results und segmental ussets
und liubilities by business segments is us follows:

Investment
Toll Phama- in securifies
highway Heavy Consumer  Electronic  ceutical Property Hotel  Newspaper and
operation Tires industry goods  products  products investment  operation publication receivabl Others  Elimination Consolidated
HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000
For the yeur ended (Note)
31st December 2001
REVENUE
Extenal sules - 2,608,862 115,036 189,706 24310 62,0M 65,662 50518 132,311 - 76,872 - 3,325,348
Inter-segment sules = = = = = = 1,685 = = = 2,193 (3,878) =
Totl revenue - 2,608,862 115,036 189,706 24310 62,01 67,347 50,518 132,311 - 79,065 (3,878) 3,325,348
RESULT
Segment result (360272)  (128,124) 2,583 7,180 (6,998) 8,591  (138,553)  (18,125)  (31,663)  (206,741) (2,782) (874,904 )
Undllocuted corporute expenses (104,018)
Finance costs (81,462)
Interest income 71,725
Dividend income 5,509
Shure of resulfs of ussociutes = = = = = (6,995) = = (8,998) = (2,004) (17,997)
Loss before tuxution (1,001,147)
Toxution (5,982)
Loss before minority inferests (1,007,129)
Minority infersts 408,399
Net loss for the yeur (598,730)
—
Assefs und liubilities
ut 31st December, 2001
ASSETS
Segment ussets 841,836 2,704,852 124177 111,669 20933 185,625 602,285 208,102 - 1037962 96,809 5,934,330
Interest in ussociutes - 88,133 - - - - 17,592 - 64,899 - 5,644 176,268
Undllocuted fotul ussefs 143,978
Consoliduted totul ussets 6,254,576
—
LIABILITIES
Seyment liubilfies (721,246)  (637412)  (44244)  (40,281)  (10723)  (84,061)  (121,401) (8,693) - - (2,191) (1,670,252)
Undllocuted corporute liubilties (1,039,952)
Consoliduted fotul liubilities (2,710,204)
—
Other information for the yeur
ended 31t December, 2001
Cupifal expendifure
- Property, plunt und equipment 273,565 118,195 4191 11,167 34 114,393 21,508 - 41,383 - 1,000 585,436
- Properties under/held for
development - - - - - - 8,392 - - - - 8,392
- Investment poperties - - - - - - 96,510 - - - - 96,510
Depreciation und umortisution - 110,796 4,346 7,59 837 1,019 1,792 - 18,165 - 1,794 146,403
Impuiment und revaluation loss 360,272 90,524 - - - - 123,108 25,000 - 50,413 17,592 666,909
Other hon-cush expenses - 84,972 - - - - - - - 139,972 - 204,944
—

Inter-segment revenue are charged at market rates.
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SEGMENTAL INFORMATION - continued

Investment
Toll Pharma- in securifies
highway Heavy  Consumer Electronic  ceutical Property Hotel Newspaper and
operation Tires industry goods  products  products investment perati blicati ivabl Others  Elimination Consolidated
HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000
(Note)
For the yeur ended
31st December, 2000
REVENUE
External sules - 2680185 107,965 209,246 92791 30241 19,676 38,469 9818 = 58,841 - 3247208
Inter-segment sules = = = = = = = = = = 2519 (2519) =
Totul revenue - 2,680,155 107,965 209,246 92791 30241 19,676 38,469 9818 = 61,360 (2519) 3,247,208
RESULT
Segment result = (35382)  (19572) 5,461 (13) 30241 2,143 4191) (7620)  (765,350) 12,993 (780,756)
Undllocuted corporute expenses (62,716)
Finance costs (88,487)
Interest income 114714
Dividend income 6,609
Shure of rsults of ussociutes = = = = = = = = = 6,968 (19,115) (12,147)
Loss before tuxution (812,883)
Tuyution (6,608)
Loss before minority inferests (819.491)
Minority inferesfs 88,809
Net loss for the yeur (730,682)
—
Assefs und liubilifies
ut 31st December, 2000
ASSETS
Seyment ussets 1,101,600 3,049,173 51,009 175,658 55,113 = 699,072 233,201 163,644 948,731 165,884 6,643,145
Inferest in ussociates = 89,889 = = = = = = = = 25,863 115,762
Undllocuted fotul ussefs 973431
Consoliduted totul ussets 7,732,334
—
LIABILITIES
Seyment liubilifies (638906)  (742576)  (81,651)  (61970)  (15973) - (194552)  (1722)  (44295) = (10,186) (1,781,831)
Undllocuted corporute liubilties (1401,273)
Consoliduted fotul liubilities (3,183,104)
—
Other information for the year
ended 31t December, 2000
Cupifal expendifure
~ Property, plunt und equipment 873,273 65,086 32,352 8,609 3,302 = 458,205 225,000 = = 2116 1,667,943
- Properties under/held for
development = = = = = = 200410 = = = = 200410
- Investment properties = = = = = = 71818 = = = = 71818
- Intungible ussets = = = = = = = = 107,656 = = 107,656
Depreciution und umortisution = 79441 18,227 8420 3426 = 1430 = 448 = = 111,392
Impuiment loss = nm = = = = = = = 46,000 26,724 115,001
Other hon-cush expenses - 11,382 - - - - - - - 482,656 = 494,038
—

Inter-segment revenue are charged at market rates.
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SEGMENTAL INFORMATION - continued
Note:

In December 2001, the Group’s inferest in Actiwater Resources Limited (*Actiwater”), which is mainly
ehyuyged in hewspuper publishing, wus disposed of to Sing Puo Media Group Limited (“Sing Puo
Mediu”, formerly STAREASThet.com Corporation). The guin on disposal of Actiwater wus upproximately
HK$93,806,000.

Upon the completion of the disposul, the Group held upproximately 27.97% interest in Sing Puo Mediu
and the business segment of hewspuper publishing was regurded us discontinued operation in 2001.

Geographical Segments
The followiny provides un unaulysis of the Group’s turnover by yeogruphic murket, irrespective of
the origin of the gyoods/services:

Contribution to

Turnover loss from operations
PRC, other than Hony Kony 3,006,346 3,144,185 (168,095) (65,713)
Hony Kony 228,058 13.873 (673,894) (647.,819)
Overseus - - (59,699) (8.717)
3,234,404 3,158,058 (901,688) (712,249)
Finance costs (81,462) (88.,487)
Share of results of ussociutes (17,997) (12,147)

Loss before taxation

(1,001,147)

(812,883)
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SEGMENTAL INFORMATION - continued
Geographical Segments — continued

The followiny is aun unulysis of the currying amount of segment ussets, und cupitul udditions
unulysed by the yeoyruphicul ureu in which the ussets ure locuted:

Carrying amount

of segment assets Capital additions
PRC, other thun Hony Kohy 4,799,836 5,554,164 676,251 1.937.167
Honhy Kohy 1,052,700 1,614,158 14,087 110,660
Overseus 402,040 564,012 - -
6,254,576 7,732,334 690,338 2,047.827

OTHER REVENUE

Net guin on disposul/dilution/of interest in

subsidiuries/business (hote <) 26,057 16,892
Add: Goodwill previously credited to reserves 25,262 3.958
Exchunye reserve reulised 650 691
Non-distributdble reserves reulised 11,078 3,151
63,047 24,692

Guin on disposul/dilution of interest in ussociutes

(hote b) - 15,436
Add/(Less): Goodwill previously written off ugainst

reserves - (3.751)

Exchanye reserve redlised = 2,735

Non-distributuble reserves reulised - 557

- 14,977

Interest income 71,725 114,714

Dividend income from listed investments 5,509 6,509

Write-back of allowunce for baud debts 10,390 9,754

Others 17,507 39,727

168,178 210,373
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NOTE:S

For The Year e

Notes:

(C))

(o)

The net gyuin on disposul/dilution of interest in subsidiuries/business in 2001 comprises (i) the guin
on disposul of the Group’s interest in Actiwuter of upproximutely HK$93,806,000; disposul of Gold
Brilliunt Limited of upproximutely HK$3,309,000 und disposul of other subsidiuries of HK$16,035,000
and (ii) the net loss on disposal of the Group’s interest in Dalian C.S.l. Metul Contuiners Co., Ltd
of upproximutely HK$8,812,000; Ningbo Zhonghuu Electronics Co., Ltd of upproximautely
HK$255,000; dilution of the Group’s interest in Chinu Land Group Limited ("China Lund”) of
upproximutely HK$30,038,000 und the loss on disposul of certuin business in Double Huppiness
Tyre Industries Corporution Limited of upproximutely HK$10,998,000.

The net guin on disposul/dilution/partial disposul of the interest in subsidiaries in 2000 comprised
(i) the net guin on disposul of the Group’s interest in Chinu Estate (Holdings) Limited of
HK$12,444,000; Yuntui C.S.l. Phurmuceuticul Compuny Limited of HK$30,241,000; und purtidl
disposul of other subsidiuries of HK$5,036,000; und (ii) the net loss on disposul of the Group'’s
interest in Wuxi C.S.I. Mechunicul und Electricul Equipment Compuny Limited of HK$5,673,000
and Ningbo C.S.I. Power & Muchinery Group Compuny Limited of HK$17,356,000.

The net guin on disposal/dilution of interest in associutes in 2000 comprised (i) loss on disposal of
the Group’s interest in Chinu Puckuying Equipment (H.K.) Compuny Limited of HK$2,488,000; (ii)
the net gyuin on dilution of the Group’s interest in Asiu Fiber Holdinygs Limited of HKS$7,407,000;
and (iii) the net guin on dilution of the Group’s interest in Pacifichnet.com, Inc. (“Pacifichet”
formerly known us Creutive Muster International, Inc.) of HK$10,058,000.
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OTHER EXPENSES

Impuirment and revaluation loss on (hote a):
- toll highway
— properties under construction
— construction in progress (hofe b)
- hotel property
- mauchinery und equipment
— motor vehicles

— properties under/held for development

— properties held for sule

— investment properties

— yoodwill of subsidiuries und ussociutes

— interest of un ussociute
Unreulised holdiny loss on investments in securities
Allowunce for bud und doubtful debts
Loss on disposul of investments in securities
Loss on disposul of property, plunt und eyuipment
Impuirment loss recoynised in respect of inventories
Impuirment loss recoyhised in respect of loun und

interest receivubles

Notes:

() During the yeur, the directors of the Group reviewed the carrying umount of the property interests
of the Group in light of the current market condition, and with reference to the valuution report
mude by independent firms of professionul property valuers, the directors identified impairment
and revaluation loss on the property held by the Group. Accordingly, the impairment and
revuluation loss hus been recoynised in the consolidated income stutement for the year. Detuils

360,272
63,257
61,493
25,000
17,863

1,156

529,041

28,793
11,081
19,977
14,005
3,587
139,972
84,972
15,182
2,827
10,012

50,413

26,724

482,656
11,382
260,946

42,277

46,000

909,862

869,985

of these dre set out in hotes 14, 15 und 16 to the finunciul stutements.
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OTHER EXPENSES - continued

Notes: — conhtihued

(o)

Since 1993, one of the Compuny’s subsidiaries, Double Huppiness Tyre Industries Corporation
Limited ("DH") has undertuken the construction of a radiul tire factory (the “Project”). In 1995,
the Project was temporarily suspended und the total costs incurred for the Project up to 31st
December, 2000 were upproximately RMB257,844,000 (eqyuivulent to upproximutely
HK$242,107,000). These costs have been included in construction in proyress. Munuygements of
DH and its immediate holding compuany, China Enterprises Limited (*Chinu Enterprises”, formerly
Chinu Tire e-commerce.com Limited und Chinu Tire Holdings Limited) dare in the process of
formulating und compromising on a finuncing plan for the Project. A mdjor reussessment on the
cupucity und technicul specifications for the facility was carried out in 1999 and an appraisal
(“the Appruisul”) of the replacement costs of the fucilities wus ulso conducted by a third party
PRC usset uppruiser bused on an ussumption that the construction of the Project will be resumed.
In the ubsence of u definite finunciny plun, the directors of Chinu Enterprises dlso performed un
assessment (“the Assessment”) of the vulue of the ussets of the Project us ut 31st December,
1999.

Bused on the results of the Appruisaul und the Assessment, un uyyregute potential impairment
loss provision wus mude to write down the carrying value of the ussets of the Project by
dpproximately RMB122,400,000 (eyuivalent to HK$114,887,000) during the yeur ended 31st
December 1999.

A further ussessment ("Second Assessment”) on the ussets of the Project wus performed
und g valuation of the fuir market value of the ussets wus conducted by American Appraisal
Honygkony Limited, un independent firm of professionul vuluer. Bused on the results of the
Second Assessment, the directors considered no further provision is reyuired for the currying
vulue of the ussets of the Project for the yeur ended 31st December 2000.

As ut 31st December, 2001, munugement of DH und Chinu Enterprises huve reviewed the
currying umount of the Project with reference to its estimuted selling price. An impuirment
loss of HK$61,493,000, representing the difference between the estimuted selling price und
the carrying umount of the Project, hus been identified und hus been recoghised in the
consoliduted income stutement.
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8. LOSS FROM OPERATIONS

Loss from operutions hus been arrived ut ufter churyginy:

Staff costs

— directors remunerution (hote 2(u)) 2,696 10,593
- other stuff costs (Note 9(b)) 302,566 304,254

- retirement benefits scheme contributions,
excludiny directors 37,050 38,750
Totul stuff costs 342,312 353,597

Less: umount cupitdlised in toll highway, properties
under/held for development und properties
under constfruction (6,565) -

335,747 353,597

Auditors’ remuneration
Current year 6,521 5,908
Overprovision in prior yeur (2,135) @2n

Depreciation und umortisation of property, plant
und eyuipment:

- owned ussets 140,967 110,944

— ussets under hire purchuse contructs 7 =
Less: umount cupitulised in toll highway (231) =
140,743 110,944

Amortisation of intfanyible dusset included in

udministrative expenses 4,934 448
Amortisution of goodwill included in udministrative

expenses 495 -
Loss on disposul of property, plunt und eyuipment 2,827 310
Loss on disposul of investment properties 50 =

and udfter crediting:

Net rentdl income in respect of premises ufter
outyoinys of HK$28,000 (2000: HK$36.,000) 11,886 11,406
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9. DIRECTORS’ AND EMPLOYEE REMUNERATION
(a) DIRECTORS’ REMUNERATION

Fees
— Executive directors - 7.398
- Non-executive directors 295 50
- Independent non-executive directors 216 345
511 7,793
Other emoluments
— Executive directors
Suluries und other benefits 2,185 2,800
2,696 10,593

The number of directors whose remuneration falls within the bands set out below is us

follows:

HKS

Nil to 1,000,000 12 10
1,000,001 to 1,500,000 1 1
1,500,001 to 2,000,000 = 1
3,500,001 to 4,000,000 - _
7,000,001 to 8,000,000 = 1

13 13

During the year, ho emoluments were puid by the Group to uny director us un inducement
to join or upon joininy the Group or us compensution for loss of office.
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9. DIRECTORS’ AND EMPLOYEE REMUNERATION - continued
(b) EMPLOYEES’ REMUNERATION
The five highest puid individuuls in the Group included two directors (2000: three directors)
of the Compuhny, detuils of whose remunerution ure set out ubove. The ayyreyute
remunerution of the remuining highest puid individudls, who dure employees of the Group,
is us follows:

Remunerution, suluries und other benefits 3,595 2,948

HKS
Nil to 1,000,000 1 -
1,000,001 to 1,500,000 2 1
1,500,001 to 2,000,000 - 1
3 2
10. FINANCE COSTS
Interest on borrowings wholly repuyuble
within five yeuars:
Bunk borrowinys 81,423 89.709
Other borrowinys 198 51
Obligutions under hire purchuse contructs 9 =
81,630 89,760
Interest on bunk borrowings not wholly
repuyuble within five yeurs 39,605 26,728
121,235 116.488
Less: Amount cupitalised in toll highway (39,773) (28,001)

81,462 88,487
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TAXATION

The (credit) churge comprises:

Hony Kony Profits Tux
Overprovision in prior yeurs

- (183)
Tuxation in other jurisdictions 12,982 6,791
Overprovision in prior yeurs (7,000) =
Tuxution uttributable to the Compauny und
its subsidiaries 5,982 6,608

Tuxution in other jurisdictions is culculuted ut the rutes prevdiling in the respective jurisdictions.
As the Compuny’s PRC subsidiuries ure Sino-foreign joint venture enterprises, they ure eligible for
certdin tux holiduys und concessions. Accordihyly, certuin of the PRC subsidiuries were exempted
from PRC income tux or subject to tux ut reduced rutes. PRC income tux is culculated ut the
upplicuble rates relevunt to the PRC subsidiuries.

Detuils of deferred tuxation are set out in hote 33.

DIVIDEND

Final dividend in 1999 at HKS$0.01 per ordinury share
us u result of udoption of revised SSAP 9 described
in note 2 - 46,098

LOSS PER SHARE

The culculution of the busic loss per share is bused onh the net loss for the yeur of HK$598,730,000
(2000: HK$730,682,000) und on the udjusted weighted uveruyge of 460,978,942 (2000: 459,375.955)
ordinary shures in issue during the yeur, ufter udjustment for the effect of the consolidution of the
Compuny’s shares us set out in hote 30.

No disclosure of the diluted loss per share hus been culculuted for both yeurs us the exercise of
the share options would result in u decreuse in loss per share.




NTS

per, 2001

INVESTMENT PROPERTIES

THE GROUP

VALUATION

At 1st Junuary 71,818 51,954
Acyuired on ucyuisition of subsidiuries 96,510 71,818
Eliminated on disposul of subsidiuries (84,510) (51,954)
Disposul (14,500) -
Deficit arising on revaluation (19,977) -
At 31st December 49,341 71,818

The Group’s investments properties were revalued ut 31st December, 2001 by CB Richurd Ellis
Limited und RHL Appruisdl Limited, independent firms of professionul property valuers, on un
open murket value busis. Deficit arising onh the revaluation of HK$19,977,000 hus been churged
to the consoliduted income stutement.

The Group’s investment properties aure held for rental under operating leuses.

The cuarryinyg vulue of the investment properties comprises:

THE GROUP

Properties held under medium-term leuses in

Honyg Kony 12,000 14,500
Properties held under medium-term land use right
in the PRC 37,341 57,318

49,341 71,818
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PROPERTY, PLANT AND EQUIPMENT

Furniture  Machinery Properties Construction
Land and and and Motor under Toll in Hotel
buildings fixtures equipment vehicles construction highway  progress property Total
HK$"000 HK$"000 HK$"000 HK$"000 HK$"000 HK$"000 HK$"000 HK$"000 HK$"000
THE GROUP
COST OR VALUATION
At Tst Junuary, 2001 485,396 19.779 1,073,381 44,511 385,832 897,273 196,906 225,000 3,328,078
Acquired on ucyuisition
of subsidiuries 16,598 15,714 13,871 1,709 - - 29,179 - 77,071

Additions 3.236 14,087 97.175 3,050 18,257 273,565 98,995 - 508,365
Transfer 119 - 168,918 3,825 - - (172.862) = =
Disposuls (1,370) (4,733) (12,416) (5,743) - - - - (24,262)
Deficit on revaluation - - - - - - - (25,000) (25,000)
Disposdl of subsidiuries (47.829) (17.862)  (206,950) 6.414) - - (238) - (279.,293)

At 31st December, 2001 456,150 26985 1,133,979 40,938 404,089 1,170,838 151,980 200,000 3,584,959

Comprising:
At cost 456,150 26985  1,133.979 40,938 404,089 1,170,838 151,980 - 3,384,959
At valuation - - - - - - - 200,000 200,000
456,150 26985  1,133.979 40,938 404,089 1,170,838 151,980 200,000 3,584,959

DEPRECIATION AND
AMORTISATION
At Tst Junuary, 2001 116,771 14,110 432,211 31,399 - = = = 593,491
Provided for the yeur 22,632 4,294 110,404 3,744 - - = = 140,974
Impairment loss - - 17,863 1,156 63,257 360,272 61,493 = 504,041
Eliminated on disposuls (448) (3.946) (8,138) (3,085) - - = = (15,617)
Eliminated on disposul

of subsidiuries (13,838) (2.973) (67,378) (5.940) - = = = (90.129)

At 31st December, 2001 124,017 11,485 484,962 27.274 63,257 360,272 61,493 1,132,760

NET BOOK VALUES
At 31st December, 2001 332,133 15,500 649,017 13,664 340,832 810,566 90,487 200,000 2,452,199

At 31st December, 2000 369,625 5,669 641,170 13,112 385,832 897,273 196,906 225000 2,734,587
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15. PROPERTY, PLANT AND EQUIPMENT - continued

(C))

(b)

©

()

Toll highwuay represents the Group’s interest in a toll highway under construction in Shenzhen
(“Shenzhen Highway”). In view of the fuct that the toll rutes upproved by relevant PRC
government uuthorities were lower thun their budygeted rates, the Group hus recoynised
impuirment loss with reference to the valuation mude by Grant Shermun Appruisul Limited,
un independent firm of professional property valuers under a discounted cush flow method,
using u discount rute of 20% und ftukiny info considerution the expected future cost to
complete the Shenhzhen Highway and of the truffic projections and studies conducted by
Scotft Wilson (Hony Kony) Limited, un independent truffic consultunt of the Shenzhen
Highway. An impuirment loss of dpproximately HK$360,272,000 hus been identified which
hus been recoyhised in the consoliduted income stutement in the current yeur. A subsidiury
of the Compuny hus been yrunted the right to operaute und munuye the Shenzhen Highwuy
for u period of 25 yeurs up to 30th November, 2022.

The Group’s hotel property wus revalued ut 31st December, 2001 by CB Richurd Ellis Limited,
un independent firm of professionul property valuers, on un open murket vulue busis.

The hotel property is situuted in the PRC, other thun Hony Kony, is held under medium-term
land use right. The Group hus been granted the right to operute und maunuage the hotel for
u period from Junuury 1987 to Junuary 2017, und subject tfo certuin conditions tfo be

fulfiled, the operuting period muy be extended for u further period of 20 yeurs.

The properties under construction are situated in the PRC, other than Hony Kony, und ure
held under medium-term lund use right. In view of the murket condition, the Group hus
recoyhised un impuirment loss with reference to the valuution mude by CB Richard Ellis
Limited, un independent firm of professiondl property vuluers, on un open mMaurket busis. An
impuirment loss of upproximutely HK$63,257,000 hus been identified which hus been
recoyhised in the consoliduted income stutement in the current yeur,

The Group reviewed the currying amount of machinery and equipment and motor vehicles
usiny the estimuted selling prices of the muchinery und eyuipment und motor vehicles in
the proposed uygreement entered into between the Group und the potentidl purchuser. An
impuirment loss of upproximately HK$19,019,000 representing the difference between the
estimuted selliny prices und the currying amount wus identified which hus been recoynised
in the consoliduted income stutement.
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PROPERTY, PLANT AND EQUIPMENT - continued
(e) At 31st December, 2001, included in het book vulue of toll highway is interest cupitalised of
HKS$77.719,000 (2000: HK$37,946.,000).

Furniture Machinery

Land and and and Motor
buildings fixtures equipment vehicles Total
HKS$ 000 HKS$ 000 HKS$ 000 HKS$ 000 HKS$ 000

THE COMPANY
COST
At 1st January, 2001 6,824 2,511 3.274 - 12,609
Additions - 71 231 541 843
Disposuls - (922) (1,862) - (2,784)
At 31st December, 2001 6,824 1,660 1,643 541 10,668
DEPRECIATION
At 1st January, 2001 191 983 2,775 - 3.949
Provided for the yeur 170 308 208 68 754
Eliminated on disposuls - (920) (1,837) - (2,757)
At 31st December, 2001 361 371 1,146 68 1,946
NET BOOK VALUES
At 31st December, 2001 6,463 1,289 497 473 8,722
At 31st December, 2000 6,633 1,528 499 - 8.660

The net book vulue of the lund und buildings shown ubove comprises:

THE GROUP THE COMPANY

Properties held under
medium-term lund use
rights in the PRC,
other than Hony Kony 332,133 369,625 6,463 6,633

The net book vulue of motor vehicle us ut 31st December, 2001 included un uamount of
upproximuately HK$263,000 in respect of ussets held under hire purchuse contracts. No ussets
were held uhder hire purchuse contructs us ut 31st December, 2000.
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PROPERTIES UNDER/HELD FOR DEVELOPMENT

THE GROUP
COST
At 1st January 157,401 -
Acquired on acquisition of u subsidiaries - 173,869
Development costs incurred during the year 8,392 26,541
Impuirment loss (28,793) -
Trunsfer to properties held for sule - (43,009)
At 31st December 137,000 157.401
Comprisiny:

Properties held unhder medium-term land use rights

in the PRC, other thun Hong Kony 111,000 131.086

Properties held under lony-term luand use rights
in the PRC, other thun Hong Kony 26,000 26,315
137,000 167.401

Included ubove is the Group’s interest in development projects of the Hony Kony Mucuu Squure
under medium-term lund use right in Huizhou und of Luny De Dony under long-term lund use
rights in Tuishan. In view of the murket condition, the Group hus mude impuirment losses, with
reference to the valuution mude by CB Richard Ellis Limited and RHL Appruisal Limited, both of
which dre independent firms of professionul property valuers, on un openh murket busis. An
impuirment loss of upproximately HK$28,793,000 hus been identified which hus been recoynised
in the consoliduted income stutement in the current yeur.

PAYMENT FOR ACQUISITION OF LAND DEVELOPMENT RIGHT

THE GROUP AND THE COMPANY

Durinyg the yeur, un ugreement wus entered into between the Compuny und dt X JEE E 2= 15 85
ARBE (the “People’s Government of Li Qiuo Town”) for the joint development project of u
piece of lund which is adjacent to the eustern side of Beijing Capital Airport, the PRC, unhder
which the Compuny ugreed to muke un uggregaute payment of dpproximautely HK$216,981,000
(eyuivulent to RMB230,000,000) to the People’s Government of Li Qiuo Town for the lund
development right of the project.

As ut 31st December, 2001, u purtiul payment of upproximautely HK$2,727,000 (eyuivulent to
RMB3,000,000) wus puid by the Compuny.
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INTANGIBLE ASSET

COST

At 1st January

Addition

Eliminated on disposul of subsidiary

THE GROUP

(107,656)

107,656

At 31st December

107,656

AMORTISATION

At 1st January

Provided for the yeaur

Eliminuted on disposul of subsidiary

448

At 31st December

448

NET BOOK VALUES
At 31st December

107,208

The intunyible usset represents the rights to publish hewspuper under the trademurks und

tradenumes of “Sing Puo” and wus umortised over u period of 20 yeurs.

GOODWILL

COST
Arising on ucquisition of subsidiuries during the yeur
Eliminated on disposul of subsidiaries

At 31st December, 2001

AMORTISATION
Provided for the yeur und ut 31st December, 2001

NET BOOK VALUES
At 31st December, 2001

At 31st December, 2000

THE GROUP
HK$"000

53,112
(19.909)

33,203

495

32,708

Goodwill is umortised on u straight line busis und the umortisution period for goodwill is 20 yeurs.
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INVESTMENTS IN SUBSIDIARIES/RECEIVABLES DUE FROM SUBSIDIARIES/PAYABLES

DUE TO SUBSIDIARIES

Investments in subsidiaries

Shares listed overseus, ut cost 228,703 228,703
Unlisted shares, ut cost 100,483 99,486

329,186 328,189
Murket value of listed shares 23,868 56,935

Receivubles due from subsidiaries
AMmounts due from subsidiaries 3,598,640 3,051,781
Less: Impuirment loss recoynised (2,083,185) (871,870)

1,515,455 2,179,911

Paydbles due to subsidiuries
Amounts due to subsidiuries 709,918 866,109

The receivubles due from und puyubles due to subsidiuries ure unsecured, non-interest beuriny
und have no fixed terms of repuyment.

During the yeur, the directors of the Compuny reviewed the currying umount of the interests in
subsidiuries of the Compuny in light of the current market condition, the directors identified
impuirment and revaluation losses on properties and unredlised loss on other investment held by
the subsidiuries with reference to professionul vuluation report aund muarket value of shares an
impairment loss of upproximately HK$1,211 million has been identified in respect of the receivables
due from subsidiaries. Accordingly, the whole umount has been recognised in the income
statement us impuirment losses for the yeur.
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INVESTMENTS IN SUBSIDIARIES/RECEIVABLES DUE FROM SUBSIDIARIES/PAYABLES
DUE TO SUBSIDIARIES - continued

NOTE:S

For The Year e

Particulurs of the principal subsidiaries ut 31st December, 2001 are us follows:

Name of subsidiary

Australia Net.Com Limited
(“Australia Net.Com”)

Chinu Lund

China Pharmaceuticual
Industrial Limited

Chinu Enterprises

DH (note f)

Duzhai C.S.I. Cement
Co., Ltd. (note f)

Rosedule Hotel Guunyzhou

Co., Ltd. (formerly
known us
Guunyzhou Jiuny
Nun Hotel Co., Ltd.)
(hote e)

Guuny Zhou Jiuny Nun
Property Co., Ltd,
(hote e)

Place of
incorporation/
registration
and operation

Australia
(hote u)

Bermudu

(hote b)

Hohy Kony

Bermudu

(hote c¢)

PRC

PRC

PRC

PRC

Issued

and fully

paid ordinary
share capital/
registered
capital

A$31,184,116

US$27,248,386

HK$2

Supervoting
Common Stock

US$30,000
Common Stock

US$60,173

RMB280,684,311

RMB17,000,000

HK$89,700,000

HK$68,000,000

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company

Directly
%

33.27
(hote c¢)

51

Indirectly

%

57.26
(hote u)

65.56
(nofe b)

57.26

24,84
(hote c¢)

58]
(hote c¢)

75

Principal
activities

Investment
holdiny

Investment
holdiny

Investment
holdiny

Investment
holdiny

Inactive

Manufacture of
cement

Hotel operution

Property
development
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INVESTMENTS IN SUBSIDIARIES/RECEIVABLES DUE FROM SUBSIDIARIES/PAYABLES
DUE TO SUBSIDIARIES - continued

Issued
and fully Proportion of
Place of paid ordinary nominal value of

incorporation/ share capital/ issued share capital/
registration registered registered capital Principal
Name of subsidiary and operation capital held by the Company activities

Directly Indirectly

% %

Hunyzhou Zhohyce PRC RMB469,748,777 - 51 Muanufacture of
Rubber Compuny (hote ¢) fires
Limited
("Hunyzhou Rubber”)

(note f)

Huizhou World Express PRC HK$109,200,000 - 70 Property
Property Ltd. development
(hote e)

Ningbo Zhohghuu PRC RMB89,004,566 - 51 Production of
Tuifeny Food Co., Ltd. flour,

(note f) monhosodium
glutumute
und reluted
food products

Shenzhen Longchen PRC RMB100,000,000 - 60 Construction and
Xinyuan Industriul operution of
Co., Ltd toll highway
(“Lohgchen Xinyuan”)

(note f)

Shenzhen SEZ PRC HK$290,000,000 - 86 Development,
Development holding und
Centre Co., Ltd. frading of
(note e) properties

Tuny Fony Huny British US$10,000 - 100 Munufacture
Investment Limited Virgin Islands and frading
("Tung Fony Huny") of Chinese
(hote d) and western

pharmuceuticul
products

Yantai C.S.I. Rubber PRC RMB60,000,000 - 51 Muanufacture of
Co., Limited (hote ¢) fires
(hote f)

Yinchuun C.S.I, PRC RMB667,833,000 - 51 Muanufucture of
(Greutwull) Rubber (hote ¢) fires
Co., Ltd.

(hote f)
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INVESTMENTS IN SUBSIDIARIES/RECEIVABLES DUE FROM SUBSIDIARIES/PAYABLES
DUE TO SUBSIDIARIES - continued

Notes:

q, Australia Net.Com operates both in Australia and Honyg Konyg aund its shares are listed on the
Australiun Stock Exchange. Australia Net.Com and its subsidiaries are muinly enguged in the
investment holding activities.

b. Chinu Land operutes in the PRC und Hong Konyg und its shares are listed oh the Hong Konyg
Stock Exchunye.

C. Chinu Enterprises operates in the PRC and its shares are listed on the New York Stock Exchunge.
The Group holds u 55.2% effective equity interest und un 88.8% voting interest in Chinu Enterprises.
Chinu Enterprises is u holding compuny which owhs a majority stake in DH, Haungzhou Rubber,
Yantai C.S.I. Rubber Co., Limited und Yinchuun C.S.I. (Greutwull) Rubber Co., Ltd. at 31st
December, 2001.

d. Tuny Fony Hunhy operutes in Hony Kony.
e. This is a PRC Sino-foreigh co-operutive joint venture.

f. This is a PRC Sino-foreigh equity joint venture.

None of the subsidiuries hud uny loun cupital subsisting at the end of the yeur or at uny time
during the yeur.

The ubove tuble lists the subsidiuries of the Compuny which, in the opinion of the directors,
principully uffected the results for the year or formed da substantial portion of the net ussets of
the Group. To yive detuils of other subsidiuries would, in the opihion of the directors, result in
particulurs of excessive lenyth.
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INTEREST IN ASSOCIATES/RECEIVABLES DUE FROM ASSOCIATES/PAYABLES DUE
TO ASSOCIATES

THE GROUP THE COMPANY

Interest in associates
Share of het ussets 156,132 115,752 - -
Goodwill 20,136 - - -
Unlisted shures, ut cost - - 2 2

176,268 115,752 2 2
Receivables due from

associates

Amounts due from ussociutes 13,517 5,328 473 1,083
Payables due to associates
AMmounts due to ussociutes 9,625 - - -

The umounts due from/to ussociutes ure unsecured, non-interest beuring und repuyuble on
demaund.

The umount of HK$20,136,000 muinly represented goodwill urising on ucyuisition of Sing Puo
Mediu in December, 2001.
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INTEREST IN ASSOCIATES/RECEIVABLES DUE FROM ASSOCIATES/PAYABLES DUE
TO ASSOCIATES - continued

Particulurs of the principul ussociutes ut 31st December, 2001 are us follows:

Proportion of
nominal value
of issued share

capital/ registered

Place of capital held
incorporation/ Place of indirectly by
Name of associate registration operation the Company Principal activities
%
Hungzhou Zhonhyce Lund PRC PRC 50 Property
Co., Ltd. development und
investment
Hungzhou Sunrise Rubber PRC PRC 49.2 Manufacture of fire
Co., Ltd. (“Sunrise”)
Pucifichet Deluwure, Honhy Kony 29.52 Development,
United Stutes und Singupore marketing und
of Americu supporting full
services of business
o business
e-commerce
solutions
Sing Puo Mediu Cuyman Islunds Hony Kony 27.97 Mediau und publishing

business “Sing Puo
Duily News" und
*Wide Angle
Maguzine”, provision
of multimediu
entertuinment und
life-style informution
to the Chinese
community worldwide

In 1998, the Group invested in Suhnrise through Huhygzhou Rubber for u totul investment and
reyistered cupital of US$29,980,000. The investment commitment wus sutisfied by the contribution
of u rudidl tire fuctory under construction. The radial tire factory commenced operations during

the year.

During the year, the entire interest in Actiwuter wus disposed of to Sing Puo Mediu aut
cohsiderution sutisfied both by cush aund shures issued in Sing Puo Mediu. Followiny the completion

of the disposul, the Group held upproximutely 27.97% interest in Actiwater.
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INTEREST IN ASSOCIATES/RECEIVABLES DUE FROM ASSOCIATES/PAYABLES DUE
TO ASSOCIATES - continued

The ubove tuble lists the ussociutes of the Group which, in the opinion of the directors, constituted
u substuntiul portion of the share of results or of het ussets of the ussociutes. To yive detuils of
other ussociutes would, in the opinion of the directors, result in purticulars of excessive length.

RECEIVABLES

THE GROUP THE COMPANY
Loun und interest receivubles
(hote a)
- secured 270,474 - - -
— uhsecured 189,039 50,000 41,457 31,153
Receivubles due from reluted
compunies (hote b) 534 = 28 =
Receivubles due from PRC
entities (hote ¢) - 65,212 - -
460,047 115,212 41,485 31,153
Less: Impuirment loss
recoyhised (50,413) (46,000) - -
409,634 69,212 41,485 31,153
Less: Amounts due within
ohe yeudr und shown
under current dassets (107,195) (50,217) (16,239) (4,673)
Amounts due ufter one yeur 302,439 18.995 25,246 26,480

Notes:

(u) Included in secured loun und interest receivubles of upproximutely HK$123,491,000 und
HK$110,583,000 were due from Dunwei Limited ("Dunwei”) und Lucklony Venture Limited
(“Lucklong”) respectively. Mr. Lau Ko Yuen, Tom, dlternute director to Ms. Chau Mei Wah, Rosaunhna
of the Group, is u director of the ultimate holding compuny of Dunwei und Lucklony. In addition,
Ms. Chau Mei Wah, Rosunnu, director of the Compuany, is ulso u director of Dunwei und Lucklong.
Shares of certuin property holding compunies held by Danhwei and Lucklony were pledged to
the Group us securities to the louns.

Included in unsecured loun und interest receivubles were umounts of upproximutely HKS51,701,000

(2000: Nil) due from investees of the Group und of upproximutely HKS$45,183,000 (2000:
HK$34,000,000) udvunced to Chinu Development Corporation Limited, u former ussociute of the
Group.

All the loun receivubles curry interest ut the prevuiling market rate.
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22. RECEIVABLES - continued

(b) Detudils of the receivubles due from related compunies ure us follows:

THE GROUP THE COMPANY
Paul Y. - ITC
Munagement Limited 24 - - -
Star Eust Bob Limited 160 - - -
Star Eust Munagement
Services Limited 157 - - -
Rosedule Hotel
Munagement Limited 113 - - -
Star Eust Holdings Limited 80 - 28 -
534 - 28 -

The umounts are unsecured, hoh-interest bedring and repuyuble on demund.

Paul Y. - ITC Maunugement Limited und Rosedule Hotel Maunagement Limited dare wholly owhed
subsidiaries of substuntial shareholders of the Compuany.

Star Eust Munuygement Services Limited und Star Eust Bob Limited ure the subsidiaries of Star Eust
Holdings Limited, in which certuin directors of the Compuny have beneficial interest.

Star Eust Holdinys Limited is a company, in which certuin directors of the Compuny have beneficial
interest.

(c) Receivubles from PRC entities us ut 31st December, 2000 consisted primarily of a loun to u
former joint venture purther and wus fully settled durinyg the yeur.
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INVESTMENTS IN SECURITIES

THE GROUP THE COMPANY
Other investments Other investments
Equity securities:
Listed 261,403 316,375 - -
Unlisted 73,279 187,225 18,692 18,692
334,682 503,600 18,692 18,692
Debt securities:
Listed - 209,459 - -
Unlisted 177,188 110,400 - -
177,188 319,859 - -
Club debenture 1,538 1,638 825 825
Totul 513,408 824,997 19,517 19,517
THE GROUP THE COMPANY
Other investments Other investments
Totul und reported us:
Listed
Hony Konhy 214,248 207,671 - -
Elsewhere 47,155 318,163 - -
Unlisted 252,005 299,163 19,517 19.517
513,408 824,997 19,517 19,517
Clussified under
Current 40,000 67,800 - -
Non-current 473,408 757,197 19,517 19,517
513,408 824,997 19,517 19,517

Market value of
listed securities 261,403 525,834 - -
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INVESTMENTS IN SECURITIES - continued

The currying vualue of listed securities in Hohy Kony ut 31st December, 2001 included un uamount
of HK$71,005,500 und HK$60,834,000 (2000: HKSNil und HK$74,178,000) representing 9.16% und
10% (2000: Nil and 10.01%) interest in Punva Gas Holdings Limited ("Punva Gus”) and Ming Puo
Enterprises Corporation Limited (*Miny Puo”), respectively. Punva Gus und Miny Puo ure
incorporated in Caymun Islands aund Bermudu respectively und both are listed on the Hony
Konhy Stock Exchunge.

The currying vulue of the overseus listed debt securities ut 31st December, 2000 represented
PCCW convertible bonds ("PCCW Bond”). The PCCW Bond is guurunteed by PCCW, curries
interest ut 3.5% per unnum, mutures on 5th December, 2005 und will be redeemed ut 120.12 per
cent of the principul umount foyether with accrued interest.

Unless previously redeemed or purchused und cuncelled, the PCCW Bond entitles the holders ut
uny time dfter 5th Junuary, 2001 up to 21st November, 2005 to convert the PCCW Bond into

shares of PCCW ut un initiul conversion price of US$1.0083 per shure (eyuivalent to upproximately
HKS$7.865 per shure), subject to udjustment.

The PCCW Bond were fully disposed of durinyg the yeur.

The currying vulue of the unlisted debt securities ut 31st December, 2001 included un investment
of HK$52,585,000 in convertible bond (*G-Prop Bond”) issued by G-Prop (Holdings) Limited, u
compuny listed on the Hony Konhy Stock Exchange. The G-Prop Bond is hon-interest beuring aund
is due to redeem on 10th December, 2004 ut HK$57,000,000. It entitled the holders ut uny time
ufter 10th December, 2001 und up to 10th December, 2004 to convert the G-Prop Bond into
shares in G-Prop (Holdings) limited at a conversion price of HK$0.28 per shure (subject to
udjustment).

The currying vulue of G-Prop Bond ut 31st December, 2000 of HK$50,400,000 curried interest of
7.5% per unhnum und wus fully redeemed by G-Prop (Holdinys) Limited during the year,

The currying value of the unlisted debt securities ut 31st December, 2001 dlso included promissory
note of HK$40,000,000 (2000: HK$60,000,000) to u third purty carries interest at prevailing market
rate per annum, und secured by shares in China Development Corporation Limited, a company
listed onh the Stock Exchunye of Hohy Kony.

LOANS FROM/TO MINORITY SHAREHOLDERS

THE GROUP

The umounts ure uhsecured, hoh-interest bearing und will hot be repuid within one year and ure
therefore shown us non-current,
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PROPERTIES HELD FOR SALE
THE GROUP
Properties held for sule were carried ut net redlisuble value,

In respect of properties held for sule with a carrying amount of upproximately HK$28,000,000, the
trunsfer of title to the lund use right und property owhership has not yet been completed at the
bulunce sheet dute. The Group hus puid the full umount of the considerution in uccordunce
with the sule und purchuse uyreement und in the opinion of the directors, such transfer will be
completed in due course.

With reference to the valuuation mude by CB Richard Ellis Limited and RHL Appraisal Limited, both
dre independent firms of professional property valuers, on un open Mmurket busis. Ah impuirment
loss of upproximately HKS$11,081,000 hus been identified which hus been recognised in the
consoliduted income stutement in the current yeur,

INVENTORIES
THE GROUP
Raw mauterials 312,952 268,242
Work in progress 19,007 30,842
Finished goods 458,329 570,249
790,288 869,333

Included ubove ure raw mauteriuls of HK$312,952,000 (2000: HK$268,242,000), work in progress of
HK$19,007,000 (2000: HK$30,842,000) und finished yoods of HK$458,329,000 (2000: HK$568,099,000)
which ure carried ut their het reulisuble value.

The cost of inventories recoyhised us uh expense during the yeur wus dpproximutely
HKS$2,771.566,000 (2000: HK$2,751,170,000).

TRADE DEBTORS
The Group ullows its trude customers with credit period normully ranyging from 90 duys to 180
duys. The uged unulysis of the trude debtors ut the bulunce sheet dute is us follows:

THE GROUP
0 - 90 duys 330,169 323,133
90 - 180 duys 93,564 244,787
Over 180 duys 57,291 99.897

481,024 667,817
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CREDITORS AND ACCRUED CHARGES

Included in creditors und uccrued charyes ure creditors with the followiny uged undalysis:

THE GROUP
0-90 duys 278,148 322,077
90-180 duys 43,876 82,623
Over 180 days 75,570 96,901
397,594 501,601
Add: Accrued churyes 34,291 172,965
431,885 674,566
PAYABLES DUE TO RELATED COMPANIES
Detdils of the puyubles due to reluted compunies ure us follows:
THE GROUP THE COMPANY
Muss Success
Internutional Limited 0) 594 - 594 -
Hunny Magnetics Limited ) 1,234 - 151 -
ITC Munhuyement Limited (ii) 29,539 - 328 -
Paul Y. - ITC
Maunhugement Limited 0) 127 - - -
Paul Y. - ITC Construction
Compuny Limited 0) 3,634 - - -
Tai Shan Paul Y.
Construction Co., Ltd. (i) 1,364 - - -
36,492 - 1,073 -

Included in the umounts were puyubles due to Hahny Mughetics Limited und ITC Muhaugement
Limited of HK$1,083,000 und HK$26,267,000 respectively, which cuarry interest at prevailing market
rate. The remuining umounts ure unsecured, hoh-interest beuring und repuyuble on demund.

Notes:
0) The compunies are wholly-ownhed subsidiaries of substuntial shareholders of the Compuny.

(i) ITC Munugement Limited is a wholly owned subsidiary of ITC Corporation Limited, shareholder of
the Compuny’s substantial shareholder.




SHARE CAPITAL

Authorised:

Ordinary shares of HKS$0.10 euch
ut 31st December, 2000 und
1st January, 2001

Conhsolidution of shures

Ordinary shares of HK$1.00 euch
Adjustment of hominal value

Ordinary shares of HKS$0.10 euch
Additions

Ordinary shares of HKS$0.10 euch
ut 31st December, 2001

Issued aund fully puid:

Ordinary shares of HKS$0.10 euch
ut 1st Junuary, 2000

Exercise of share options

Ordinary shares of HKS$0.10 euch
ut 1st Junuary, 2001

Consolidution of shares

Ordinary shares of HK$1.00 euch
Adjustment of hominal value

Ordinary shares of HKS$0.10 euch
ut 31st December, 2001

Notes:

MENTS

December, 2001

Number

Notes of shares Value
HKS$’'000
8.000,000,000 800,000
(b) (7.,200,000,000) =
800,000,000 800,000

(b) — (720,000)
800,000,000 80,000
(b) 7.200,000,000 720,000
8.000,000,000 800,000
4,480,289,420 448,029
() 129,500,000 12.950
4,609,789,420 460,979
(b) (4,148.,810,478) =
460,978,942 460,979

(b) = (414,881)
460,978,942 46,098

(u)  During the yeur ended 31st December, 2000, the Compuny issued and ullotted 47,000,000,
32,500,000 und 50,000,000 shures of HKS0.10 euch in the Compuny for cush ut HK$0.3, HKS$S0.344
und HKS$0.405 per shure respectively us u result of the exercise of shure options. The shares issued
rank puri pussu with the then existing shares in issue in dll respects.




30. SHARE CAPITAL - continued

31.

NOTE:S

For The Year e

Notes: — contihnued

(b)  Pursuunt to resolutions pussed by the shareholders of the Compuny in un extraordinary general
meeting held on 18th June, 2001, the Compuny curried out the following cupital reorganisation
(" Cupitul Reorygunisution”):

- Every ten ordinary shures of HK$0.10 euch in the issued und unissued share cupitul of the
Compuny were consoliduted into ohe ordinury shure of HK$S1.00 euch (*Consoliduted
Shure”) (“Share Consolidution”);

- Immediately following the Share Consolidution, the hominal value of the issued und unissued
Conhsoliduted Shares wus reduced from HK$1.00 to HKS0.10 euch (*Cupitul Reduction”);

- The credit of upproximutely HK$415 million urisen us u result of the Cupitul Reduction wus
credited to the speciul cupital reserve uccount of the Compuny;

- Upon the Cupital Reduction becominy effective, the authorised capital of the Company
wus increused from HK$80,000,000 to HK$800,000,000 by the creution of un udditionul
7.,200,000,000 ordinury shures of HKS0.10 euch.

Detuils of the Cupitul Reorgunisation were set out in the circular to the Company’s shareholders
duted 23rd May, 2001 und were upproved by the High Court of the Hohy Kony Speciul
Administrative Reygion on 31st July, 2001.

SHARE OPTIONS
THE COMPANY

At 31st December, 2001, the options to subscribe for shares were outstunding under the Compuny’s
share option scheme ure us follows:

Outstanding

Exercisable period Exercise price at 31.12.2001
HKS

21.7.1998 to 20.7.2002 6.060 36,750

12.01.2000 to 11.01.2005 3.440 50,000

14.02.2000 to 13.02.2005 4.050 290,000

376,750
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SHARE OPTIONS - continued
SUBSIDIARY

Chinu Enterprises

At 31st December, 2001, the options to subscribe for shares were outstunding under the share
option scheme of Chinu Enterprises ure us follows:

Outstanding at

Exercisable period Exercise price 31.12.2001
uss$

3.2.2000 to 2.2.2010 9.9375 20,000

Chinu Land

No options under the shure option scheme were yrunted or exercised during the year and ho
options were outstanding us at 31st December, 2001.
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RESERVES

THE GROUP
At 1st Junuary,2000
- s originally reported
- Prior period udjustment (hote 2)

As restated

Exchunge udjustment

Premium on issue of shures

Arising on ucquisition of interests
in subsidiaries und ussociutes

Impuairment loss of goodwill of
un ussocidte

Reulised on disposul of inferest
in subsidiaries

Reulised on disposul/dilution of
inferest in ussociutes

Share of net reserves movement of
ussociutes

Appropriuted from retained profits

Net loss for the year

Dividend (note 2)

At 31st December, 2000

Exchunge udjustment

Arising from Capital
Reorgunisution (note 30)

Impuairment loss of yoodwill of
subsidiaries und ussociutes

Reulised on disposul/dilution of
inferest in subsidiaries

Share of net reserves movement
of ussociutes

Appropriuted from retained profits

Net loss for the year

At 31st December, 2001
Attributable to:

The Compuny und its subsidiaries
Associutes

NOTE:S

For The Year e

Other

Special Capital ~ Goodwill non-dis-  Retained
Share capital redemption  on con- Exchange tributable profits

premium reserve reserve  solidation reserve  reserves  (deficit) Total
HKS$'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS'000
1,844,149 - 233 30,693 16,844 34,368 1,002,159 2,928,446
- - - - - - 46,008 46,008
1,844,149 - 233 30,693 16,844 34,368 1,048,257 2,974,544
- - - - (1,223) = - (1.223)

32,580 - - - - - - 32,580
- - - 157,581 - - - 157,581

- - - 26,724 - - - 26,724

- - - (3,958) 691) (3,151) - (7.,800)

- - - 3,751 (2,735) (557) - 459

- - - (12,097) (7.317) 2,204 - (17.210)

- - - - - 1,539 (1,539) -

- - - - - - (730,682) (730,682

- - - - - - (46,098)  (46,098)
1.876,729 - 233 202,694 4,878 34408 269938 2,388,875
- - - - (7.277) - - (7.277)

- 414881 - - - - - 414881

- - - 14,006 - - - 14,006

- - - (25,262) (650)  (11,078) - (36,990)

- - - - (72) - - (72

- - - - - 12,068 (12,068) -

- - - - - - (598,730)  (598,730)
1.876,729 414,881 233 191,437 3.,121) 35393 (340.860) 2,174,692
1.876,729 414,881 233 194,547 @111 35393 (245,191) 2,273,481
- - - 3,110) (10) - 95,669)  (98,789)
1.876,729 414,881 233 191,437 (3.,121) 35393 (340.860) 2,174,692
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RESERVES - continued

Special Capital Retained
Share capital redemption profits
premium reserve reserve (deficit) Total

HK$°000 HK$°000 HK$°000 HK$°000 HK$°000

THE COMPANY

At Tst Junuury, 2000 1,844,149 - 233 145,713 1,990,095
Prior period udjustment

(hote 2) = - - 46,098 46,098
As restuted 1,844,149 - 233 191,811 2,036,193
Premium on issue of shares 32,580 - - - 32,580
Net loss for the year - - - (569,315) (569.315)
Dividend (hote 2) = = = (46,098) (46,098)
At 31st December, 2000 1,876,729 - 233 (423.,602) 1,453,360
Arising from Cupitul

Reorgunisution (Note 30) - 414,881 - - 414,881
Net loss for the year - - - (621,305) (621,305)
At 31st December, 2001 1,876,729 414,881 233 (1,044,907) 1,246,936

The other non-distributuble reserves of the Group include stututory reserves required to be
uppropriuted from the profit ufter tuxation of the Compuny’s PRC subsidiuries under PRC luws
und reyulations. The umount of the dppropriution is ut the discretion of the PRC subsidiaries’
bourd of directors.

Included in goodwill on consolidution us at 31st December, 2001, HK$19,316,000 (2000:
HK$33,321,000) und HK$210,753,000 (2000: HK$236,015,000) represented yoodwill und negutive
yoodwill urising oh ucqyuisition of subsidiuries und ussociutes respectively.

The specidl cupitdl reserve of the Group represents the amount arising from the Cupital Reduction
us described in hote 30(b).

During the yeur, the munugement of the Group reviewed the currying amount of yoodwill with
reference to the business operuted by those subsidiuries und ussociutes. Those subsidiaries und
ussociutes ure muinly enguyed in the provision of e-commerce solution services und in view of
the current economic condition in these businesses, full umount of impuirment loss of HKS 14,005,000
hus been identified und recoynhised in the consoliduted income stutement.

At 31st December, 2001 aund 2000, the Compuny had no reserves avdiluble for distribution to
shareholders.
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DEFERRED TAXATION
The mujor components of the deferred tuxution (credit) charge not recoygnised for the year ure
us follows:

THE GROUP THE COMPANY

Tax effect of timiny
differences uttributable to:

Difference between
depreciution ullowunces
cluimed for tux purposes
und depreciution charged

in the finunciul statements 393 (216) 187 6)
Tax loss (arising) utilised (109,097) (15,295) 1,273 18,665
Other timing differences (193) - (325,368) -
Impuirment aund revaluation

losses on properties (476) - - -

(109,373) (15,511) (323,908) 18,659

At the bulance sheet dute, the mujor components of the deferred tuxution usset (liubility), hot
recoyhised in the finuncial stutements, ure us follows:

THE GROUP THE COMPANY

Tax effect of timiny
differences uttributable to:

Excess of depreciution
ullowunces cluimed for
tax purposes over
depreciution churgyed

in the finunciul statements (6,166) (5.773) (527) (340)
Unutilised tux losses 307,696 198,599 22,000 23,273
Other timiny differences 5,462 5,269 333,000 7,632
Impuirment aund revaluation

losses on properties 11,333 10,857 - -

318,325 208,952 354,473 30,565

The deferred tuxation usset is hot recoyghised becuause it is uncertain whether the tax benefit will
be redlised in the foreseeuble future.
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34. BANK LOANS AND OTHER BORROWINGS

THE GROUP THE COMPANY
Bunk louns 1,515,206 1,932,970 20,000 -
Obligutions under hire
purchuse contructs (Note) 187 = 46 =
Bank overdrufts - 11,902 - 8.798
Other borrowinys - 1,886 - -
1,515,393 1,946,758 20,046 8,798
Repuyuble us follows:
Within ohe year 922,272 1,351,545 20,011 8,798
Between one und two yeurs 53,754 48,080 35 -
Between two und five yeurs 24,386 32,152 - -
Over five yedars 514,981 514,981 - -
1,515,393 1,946,758 20,046 8,798
Less: Amount due within
ohe yeur included under
current liabilities (922,272) (1,351,545) (20,011) (8.798)
Amount due ufter one yeur 593,121 595,213 35 -

Of the bunk louns und other borrowinys of the Group., HK$672,735,000 (2000: HKS$1,298,298,000)
dare secured by property, plant and eyuipment und bunk deposits of the Group.
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BANK LOANS AND OTHER BORROWINGS - continued
Note:

Present value of

Minimum lease payments minimum lease payments
THE GROUP THE COMPANY THE GROUP THE COMPANY
Amounts payuble under hire
purchuse confructs:
Within ohe yeur 24 - 14 - 14 - 11 =
In the second to fifth yeaurs
inclusive 189 - 47 - 173 - 35 -
213 - 61 - 187 - 46 -
Less: Future finunce charyes (26) - (15) - - - - -
Present value of leuse
obligutions 187 - 46 - 187 - 46 -
Less: Amount due within
ohe yeur (14) = an =
Amount due ufter one yeur 173 - 35 -

It is the Group’s policy to leuse certuin of its fixtures und eqyuipment under hire purchuse contracts. The
averuyge term of hire purchuse contract is 5 yeuars. Interest rate is fixed ut the contract date. All hire
purchuse contructs are on u fixed repuyment basis und ho arrungements have been entered into for
contingent rental payments.

The Group’s obligutions under hire purchase contract are secured by the lessor’s churge on the hired
assets.

DEPOSITS RECEIVED

THE GROUP

The umounts represent deposits received in connection with the pre-sale of certuin properties
under/held for development. The deposits will be transferred to the income stutement upon the
execution of the bindiny sule und purchuse ugreements.

In the opinion of the directors, the bindinyg sule und purchuse uygreements ure unlikely to be
executed within one yeur und the deposits aure therefore shown in the bulunce sheet us non-
current.
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36. RECONCILIATION OF LOSS BEFORE TAXATION TO NET CASH INFLOW FROM

OPERATING ACTIVITIES

Loss before taxation (1,001,147) (812,883)
Share of results of ussociutes 17,997 12,147
Dividend income (5,509 (6,509)
Interest income (71,725) (114,714
Interest expenses 81,462 88.487
Depreciution of property, plunt and equipment 140,743 110,944
Amortisation of intunyible usset 4,934 448
Amortisution of goodwill 495 =
Unreulised loss on investments in securities 139,972 482,656
Loss on disposul of investments in securities 15,182 260,946
Allowunce for bud und doubtful debts 84,972 11,382
Impuirment und revaluation loss of property, plunt and

eyuipment 529,041 -
Impuirment loss of yoodwill of subsidiaries und

ussociutes 14,005 26,724
Impuirment loss of interest in un ussociute 3,587 -
Impuirment loss of properties under/held for

development 28,793 -
Deficit arising on the revaluadtion of investment properties 19,977 =
Impuirment loss recoynised in respect of properties held for sule 11,081 =
Impuirment loss recoynised in respect of inventories 10,012 42,277
Impuirment loss recoyhnised in respect of loun und

interest receivubles 50,413 46,000
Loss on disposul of property, plant und eyuipment 2,827 310
Guin on disposul/dilution of interests in subsidiuries

/business (63,047) (24,692)
Guin on disposul/dilution of interest in ussociutes - (14,977)
Write-back of dllowunce for baud debts (10,390) (9.754)
Loss on disposul of investment properties 50 =
Incredse in inventories (57,621) (92,242)
Increduse in trade debtors (11,759) (53.815)
Decreuse in properties held for sale 70,300 16,000
Increuse in other receivubles, deposits und

prepuyments (109,333) (160,084)
Increuse in creditors, uccrued churyes und

other puyadbles 198,178 338,005
(Decreuse) increuse in other tux payuble (7,614) 14,133
Decreuse in deposits received = (3.447)

Net cush inflow from operating uctivities 85,876 157.342
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DISPOSAL/DILUTION OF SUBSIDIARIES/BUSINESS

Net ussets disposed of:

Investment properties 84,510 51,954
Property, plant and equipment 189,164 109,152
Goodwill 19,909 -
Intangible usset 102,274 -
Investments in securities 26,262 -
Interest in ussociutes 19,432 -
Inventories 197,426 15,548
Trade debtors 175,958 93,406
Other receivubles, deposits und prepuyments 240,996 84,922
Bunk bulunces und cush 76,490 22,503
Creditors und dccrued charges (402,133) (136,735)
Income und other tuxes puyuble (75) =
Bank loanhs and other borrowings (314,750) (61,465)
Minority interests (35,268) (76,472)
380,195 102,813
Goodwill reserve reulised (25,262) (3.958)
Exchunye reserve redlised (650) 691
Other non-distributable reserves reulised (11,078) (3.151)
343,205 95,013
Guin on disposul/dilution 63,047 24,692
406,252 119,705
Sutisfied by:
Cush 360,296 68,999
Other receivables - 32,015
Investments in securities - 18,691
Interest in ussociutes 9,556 -
Receivubles 36,400 -
406,252 119,705

Anulysis of the net inflow of cush und cush equivulents
in connection with the disposul/dilution of subsidiuries

/business:
Cush considerution received 360,296 68,999
Bunk bulunces und cush disposed of (76,490) (22,503)

Net inflow of cush und cush equivulents 283,806 46,496
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DISPOSAL/DILUTION OF SUBSIDIARIES/BUSINESS - continued

The subsidiaries disposed of during the yeur contributed cush outflow of HK$122,484,000 (2000:
cush outflow of HK$6,288,000) to the Group’s het operuting cush outflow, puid tux liubilities of
HK$1,721,000 in 2000, received HK$5,994,000 in respect of investing uctivities (2000: puid
HKS$1,787.,000) und received HK$98,504,000 in respect of finuncing uctivities (2000: HK$12,217,000).

The subsidiaries/business disposed of during the year contributed HK$132,311,000 (2000:
HK$30,241,000) to the Group’s turnover, und HKS$31,663,000 (2000: HKS$168,000) to the Group’s loss

from operutions.

PURCHASE OF SUBSIDIARIES/BUSINESS

Net ussets acquired:

Investment properties 96,510 71,818
Property, plaunt und eyuipment 77,071 1,428,425
Intunyible usset - 107,656
Interest in ussociutes 19,466 -
Property under development - 173,869
Properties held for sule 83,180 4,073
Investments in securities 54,599 35,563
Receivubles 44,201 -
Inventories 70,771 1,205
Trade debtors 27,304 7.462
Other receivubles, deposits und prepuyments 150,390 =
Loun to minority shareholders - 28,074
Tux recoveruble 129 —
Advunces to contructors - 169,082
Bunk bulunces und cush 52,568 177.325
Creditors und uccrued charyes (109,964) (138,636)
Deposits received - (80,085)
Bank loanhs and other borrowings (104,941) (457 ,665)
Obligutions under hire purchuse contructs (143) =
Minority interests (51,738) (549,164
409,403 979,002
Goodwill arising on acqyuisition 53,112 (170,114)
462,515 808,888
Sutisfied by:
Cush 407,018 703,637
Interest in un ussociute 37,032 92,711
Investments in securities — 12,540
Other receivubles, deposits und prepuyments 18,465 =

462,515 808,888




38.

No

For The Ye

PURCHASE OF SUBSIDIARIES/BUSINESS - continued

Anualysis of the net cush outflow of cush und cush equivalents in connection with the purchuse

Cush considerution puid (407,018) (703,637)
Bunk bulunces und cush ucyuired 52,568 177,325

of subsidiaries/business:

Net cush outflow of cush and cush equivalents in
connection with the purchuse of subsidiaries/business (354,450) (5626,312)

The subsidiuries/business ucyuired during the yeur contributed cush outflow of HK$26,486,000
(2000: HK$107,130,000) to the Group’s het operuting cush outflow, paid HK$16,659,000 in 2000 in
respect of net returns on investments und servicing of finunce, received refund of income tux of
HKS$1,213.,000 in 2000, received HK$6,056,000 (2000: utilised HK$139,959,000) in respect of investing
uctivities und utilised HK$3,037,000 (2000: HK$177,088,000) in respect of finunciny uctivities.

The subsidiuries/business ucyuired during the year contributed HK$99,967,000 (2000: HK$66,208,000)
to the Group’s turnover, und HK$87,730,000 (2000: HK$9,074,000) to the Group’s loss from

operutions.
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39. ANALYSIS OF CHANGES IN FINANCING DURING THE YEAR

Share Payables  Obligations
capital  Bank loans Amounts due to  under hire
and share and other Minority due to related purchase

premium  borrowings shareholders  associates companies contracts
HK$*000 HK$’000 HK$*000 HK$*000 HK$*000 HK$*000

Balunce at 1st January, 2000 2,292,178 1,272,327 1,356,532 - - -
Proceed on issue of hew shares,

net of expenses 45,530 - - - - -
New borrowings obtuined - 1,509,767 - - - -
Contribution from minority

shareholders - - 15,348 - - -
Purchuse of udditionul interest

in subsidiaries - - (11,514) = = =
Repayments - (1,243,438) = = = =
Acyuisition of subsididries

/business - 457,665 549,164 - - -
Disposal/partial disposdl

of subsidiaries - (61,465) (76,472) - - -
Loss uttributable to minority

shareholders - - (88,809) - - -
Non-cush related movements - - 4,748 - - -
Dividends puid to minority

shareholders - - (23,140) - - -

Balance at 31st December, 2000 2,337,708 1,934,856 1,725,857 - - -
Cuapitdl Reorganisation (414,881) = = = = =
New borrowings obtuined - 1,183,688 - - - 58
Contribution from minority

shareholders - - 42,602 - - -
Repuyments - (1,393,529) - (16,917) )
Advunce - - - 9,625 53,409 -
Acyuisition of subsididries

/business - 104,941 51,738 - - 143
On disposul/purtial disposul of

subsidiaries - (314,750) (35,268) - - -
Loss uttributable to minority

shareholders - - (408,399) - - -
Non-cush related movements - - (5,345) - - -
Dividends puid to minority

shareholders - - (4,124) - - -

Bulunce ut 31st December, 2001 1,922,827 1,615,206 1,367,061 9.625 36,492 187
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MAJOR NON-CASH TRANSACTIONS

During the yeur, the mujor hon-cush transuctions ure us follows:

(C))

(b)

©

()

(e)

Decreuse in interest in ussociutes of upproximately HK$37,032,000 und other receivubles of
dpproximutely HK$18,465,000 were purt of the consideration puid for ucquisition of
subsidiuries.

Additions to interest in ussociutes of upproximutely HK$9,556,000 und loun receivubles of
upproximately HK36,400,000 were purt of considerution received for disposul of certdin
subsidiuries.

Additions to toll highwuy of HK$188,331,000 were frunsferred from udvunces to contructors.

Hire purchuse urrangements in respect of property, plunt and eyuipment with a capital
vulue of the contructs umounted to upproximutely HK$53,000.

Investment in securities of upproximately HKS$64,295,000 wus reclussified us interest in
ussociutes followiny the increuse of the Group’s interest in the ussociute.

In 2000, the Mujor honh-cush frunsuctions are us follows:

(C))

(b)

©

Addition to investments in securities of HK$18,691,000 und receivubles of HK$32,015,000
were purt of the considerdution received from the disposul of u subsidiury. Increuse in
investments in securities of HK$7,542,000 wus the settlement of an outstanding receivable.

Interest in ussociutes of HKS4,817,000 wus reclussified us investments in securities following
the dilution of the Group’s interest in the ussociute.

Convertible note receivuble from un ussociute of HK$232,110,000 wus set off uguinst the

umount of consideration reyuired for the ucquisition of interest in u compuny from the
ussociute.

Properties under/held for development of HK$43,009,000 wus trunsferred to properties held
for sule.
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41. COMMITMENTS

At the bulunce sheet dute, the Group hud the followinyg cupital commitments:

THE GROUP THE COMPANY

Contracted for but hot
provided in the finunciul
statements in respect of:

— Land development right 214,254 - 214,254 -
- Property, plunt und

eyuipment 18,005 - - -
— Properties under/held for

development 26,902 23,640 - -
— Properties under

construction 129,393 227,150 - -
— Construction in progress 10,849 173,849 - -

399,403 424,639 214,254 -

Authorised but not contructed
for in respect of property,
plunt und equipment 35,096 = = =
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OPERATING LEASE COMMITMENTS

The Group hus mude upproximutely HKS$17,432,000 (2000: HK$10,091,000) minimum leuse puyments
under operuting leuses during the yeuar in respect of office premises.

The Group us lessee
At the bulunce sheet dute, the Group und the Compuny hud commitments for future minimum

leuse puyments under non-cuncelluble operating leuses in respect of lund und buildings which
full due us follows:

THE GROUP THE COMPANY
Within ohe year 26,429 4,802 992 142
In the second to
fifth years inclusive 25,482 8.720 - -
Over five yeurs 1,678 - - -
53,589 13,522 992 142

Leuse dure heyotiuted for un uveruye term of two fo three yeurs aund rentuls ure fixed for un
uveruye of two to three yeurs.

The Group us lessor

Property rental income edrned during the year wus HKS11,914,000 (2000: HKS$11,442,000). Certain
of the properties huve committed tenunts for hext three to seven yeurs,

At the buldance sheet dute, the Group hud contructed which tenunts for the followiny future
minimum leuse puyments:

THE GROUP
Within ohe yeur 9,479 11,413
In the second to fifth yeurs inclusive 18,633 18,936
Over five yedars 994 2,775

29,106 33,124




43. CONTINGENT LIABILITIES

(C))

(b)

©

ENTS

ember, 2001

THE GROUP THE COMPANY

Corporute guuruntee
yiven by the
Compuny for
banking facilities
ygrunted to
subsidiuries - - 95,243 50,000

Extent of the Group’s

share of fucilities

utilised in respect of

guuruntees yiven to

finunciul institutions

to secure credit

fucilities grunted

to subsidiuries - - 13,000 71,500

Other guurantees

issued tfo:
Associutes 2,357 2,357 - -
Outsiders 180,725 278,689 780 780

183,082 281,046 109,023 122,280

The Compuny grunted u guurantee in fauvour of MTR Corporation Limited ("MTR") in respect
of outstundiny rent und obligutions under the tenuncy uyreement entered into between
Tuhy Fony Huny Medicine (Retuil) Limited, u wholly-ownhed subsidiury of the Compauny und
MTR for the leused properties.

In August 1999, the urchitect of Puul Y. Pluzu (formerly known us Jiunghan Centre) initiated
legul proceedinys uyuinst Eventic Limited ("Eventic”), u wholly-owned subsidiury of Chinu
Land in respect of cluim for payment of service fees und other expenses of HKS0.6 million
und HKS$6.6 million respectively.

Eventic hus vigorously defended the cluims und mude u countercluim for loss und dumuges
suffered due to insufficient supervision services provided.

In view of the countercluim mude by Eventic, the urchitect umended its totul cluims fo
HKS$7.7 million. At the dute of this report, the proceedinys are still ongoing. After taking into
considerution the udvice of Chinu Land’s leyul counsel, the directors consider the outcome
of the proceedings will not have material udverse financial effect on the Group.
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43. CONTINGENT LIABILITIES - continued

()

(e)

In July 2001, Huizhou World Express Property Ltd. ("Huizhou World Express”), un indirect non-
wholly owned subsidiary of China Lund, initiated legul proceedinys aguinst the Huizhou
Municipul Government of the Guungdony Province the PRC, in its cupucity us the guarantor
of Huizhou Jiu Cheny Group Co., Ltd. ("Huizhou Jia Cheng”), the muin contructor for the
construction of Hongkony Mucau Syudre, under u guuruntee letter duted 7th September,
1994 executed by the Huizhou Municipul Government in favour of Huizhou World Express.
The umount cluimed by Huizhou World Express wus upproximutely RMB243.6 million, beiny
the construction costs of upproximately RMB167.5 million puid by Huizhou World Express to
Huizhou Jiu Cheny toyether with the dumuges for the amount of upproximately RMB76.1
million.

As ut the dute of this report, Huizhou World Express is wuiting for the heuring of the cuse. At
this stfuge, the outcome cunnot be predicted with certuinty. As the total construction costs
of Hohgkony Mucuu Square hus ulreudy been written off, the directors ure of the opinion
thut there is unlikely to be uny mauterial adverse finunciul impuct on the Group in the event
that the final judyement is not in fuvour of Huizhou World Express.

In November 2001, the purchusers (the “Purchusers”) on certuin properties of Hongkony
Macuu Squure, Huizhou uccording to the pre-sule ugreements duted 7th September, 1994
initiuted leyul proceedinys uguinst Huizhou World Express for fuilure to hund over the
properties of Hongkony Mucuu Syuure to the Purchusers. The umounts claimed by the
Purchusers were upproximutely HKS76.6 million, being the pre-sule deposit together with
dumuyes of upproximutely RMB64.2 million und relevunt leyul expenses.

In Junuary 2002, Huizhou World Express filed in its defences ulleying that in accordunce
with the terms of the ubove-mentioned uyreements, any disputes between the contractuul
purties should be resolved by meuns of arbitration. As ut the dute of the report, the
Intermediute People’s Court of Huizhou, Guunhgdony Province, is still considering the cuses.
At this stuge, the outcome cunnot be predicted with certuinty und no further provision has
been mude in the finunciul stutements.

44. PLEDGE OF ASSETS

At 31st December, 2001, the followiny ussets were pledged to secure credit fucilities ygranted to
the Group:

(C))

Bunk louns und other borrowinys — due ufter one yeur
Investment properties with a carrying value of HK$17,630,000 (2000: HK$32,130,000)

Certdin property, plant and equipment with a carrying value of HK$234,462,000 (2000:
HK$238,033,000)

Investment in security of HK$5,244,000 (2000: Nil).

Certuin shares in ussociutes with currying value of upproximately HK$53,194,000 (2000: Nil).
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PLEDGE OF ASSETS - continued

(b) Bunk louns und other borrowinygs — due within one year

Bunk deposits of HK$83,520,000 (2000: HK$612,351,000).

Lonychen Xinyuun pledyed its right to toll fee income to u bunk to secure the credit fucilities for
the yeur ended 31st December, 2000 und 2001.

At 31st December, 2000, u subsidiary of Chinu Land issued two debentures in favour of u bunk by
wuy of creuting u first flouting churge on its entire interest in Longchen Xinyuun pledyed with a
currying vulue of HK$618,999,000 to secure the credit fucilities. The debentures were releused
upon repuyment of the bunk borrowinys during the year.

RELATED PARTY TRANSACTIONS

During the yeur, the Group entered into the following trunsuctions with related compunies us
follows:

Name of company Nature of transactions Notes 2001 2000
HK$°000 HK$'000

Pucifichet Maunugement fee income received und
receivuble by the Group () - 1,200
Sing Puo Newspuper Loun interest income received und
Management Limited receivuble by the Group (b) 37 =
Star Eust Munugement Loun interest income received und
Limited receivuble by the Group (c) 88 =
Lucklony Loun interest income received und
receivuble by the Group ()] 8,212 =
Dunwei Loun interest income received und
receivuble by the Group ()] 9,171 =
Total Pucific Limited Rentul income received und
receivuble by the Group (e) 280 =
Muss Success Internutional Rentul expenses puid und
Limited puydble by the Group ) 1,109 =
Building munugement fee puid und
puyuble by the Group 277 =
Hunny Magnetics Limited Manugement fee puid und payuble
by the Group () 151 -

Loun interest expense puid und payuble
by Group 171 -
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RELATED PARTY TRANSACTIONS - continued

Name of company Nature of transactions Notes 2001 2000
HK$°000 HK$"000
[TC Munugement Limited Loun interest puid und puyuble
by the Group (©) 246 -
Paul Y. - ITC (E & M) Repuir und muintenunce fee puid und
Compuny Limited puyuble by the Group (f) 89 =
Purchuse of fixed ussets by the Group 8 =
Mechunicul und electricul service
fee puid und puyuble by the Group 702 =
Paul Y. - ITC Construction Interest puid und puyuble by the Group () 151 =
Limited
Super Purk Development Motor vehicles purchused by
Limited the Group (e) 400 -
Star Eust (Tuishun Motor vehicles purchused by
Properties) Limited the Group () 216 -
Gunnell Properties Rental expenses puid und payuble
Limited by the Group ) 2,386 -
Cycle Compuny
Limited
Tuny Fony Huny Loun interest income received und
receivuble by the Group (h) 105 =
Curyill Private Limited Proceeds on disposul of
motor vehicles received und
receivuble by the Group 0) 1,826 =

Notes:

(C))
(o)

©

(Ce))

e

®

(C))

(h)
M

Pacifichet is un ussociute of the Group.

Sing Puo Newspuper Munugement Limited is a wholly-owhed subsidiary of aun uassociute of the
Group.

Star East Munugement Limited aund Star East (Tuishan Properties) Limited are wholly-ownhed
subsidiaries of Star Eust Holdinys Limited, in which certuin directors of the Compuny had
beneficiary interest.

Dunwei und Lucklonyg ure compunies, in which certain directors of the Compauny ure the directors
of their ultimute holding compuny and the directors of Duhwei aund Lucklony.

Total Pucific Limited and Super Park Development Limited are wholly-ownhed subsidiaries of o
former ussociute of the Group.

Mass Success International Limited, Hunny Maghetics Limited, Paul Y. (E & M) Compuny Limited,
Paul Y. - ITC Construction Limited, Gunnell Properties Limited und Cycle Compuny Limited are
wholly-ownhed subsidiaries of u substantial shareholder of the Company.

ITC Munugement Limited is the shareholder of the Company’s substantial shareholder.

Tuny Fony Huny is u former ussociute of the Group.

Cargill Private Limited is un ussociute of Mr. Oei Hohy Leonhy, un ex-director of the Compuany.




46.

EMENTS

st December, 2001

RELATED PARTY TRANSACTIONS - continued

Detdils of bulunces with reluted purties us ut the bulunce sheet dute dare set out in the
consoliduted bulunce sheet und in hotes 22 und 29.

In the opinion of the directors, the ubove trunsuctions were undertuken in the ordinury course of
business transactions und the terms were mutudlly agreed between the Group und the reluted
puarties.

Suve us disclosed ubove, there were no other sighificant transuctions with related purties during
the yeur or sighificunt bulunces with them ut the end of the yeur,

RETIREMENT BENEFIT SCHEME

The Compuny und its subsidiuries in Hony Kony do not operute retirement schemes coveriny
their locul permunent employees before 1st December, 2000. The umount of provision for lony
service puyments und the reluted charge to the income stutement for the yeur ended 31st
December, 2000 are immauterial,

With effect from 1st December, 2000, the Group hus joined u mandutory provident fund scheme
("MPF Scheme”). The MPF Scheme is reyistered with the Mundutory Provident Fund Scheme
Authority under the Mundutory Provident Fund Schemes Ordinunce. The ussets of the MPF Scheme
are held sepurutely from those of the Group in funds under the control of un independent
tfrustee. Under the rules of the MPF Scheme, the employer und its employees ure euch reqyuired
to muke conftributions to the scheme ut rutes specified in the rules. The only obligution of the
Group with respect to the MPF Scheme is to muke the required conftributions under the scheme.
No forfeited contributions ure avdiluble to reduce the contributions puyubles in the future yeuars.

The retirement benefit scheme contributions relating to the MPF Scheme churged to the income
statement represent contributions payable to the scheme by the Group ut rates specified in the
rules of the schemes.

The umount of contributions puyuble to pension schemes in jurisdictions other than Hony Kony
ure charyed to the income statement.

The employees in the joint venture subsidiuries in the PRC ure members of the stute-sponsored
fpension scheme operuted by the yovernment in the PRC. The joint venture compunies dre
required to conftribute u certuin percentuye of their puyroll fo the pension scheme to fund the
benefits. The only obligution of the Group with respect to the pension scheme is to muke the
reyuired conftributions under the scheme.

At the bulunce sheet dute, there were ho signhificunt forfeited contributions which arose upon
employees leuving the scheme prior to their interests in the Group’s contributions becominy fully
vested und which are avuiluble to reduce the conftributions payuble by the Group in future

yeurs,
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47. POST BALANCE SHEET EVENTS

The followinyg events occurred subseqyuent to the bulunce sheet dute:

(C))

(b)

©

Chinu Enterprises, u subsidiaury of the Compuny, through u wholly-owned subsidiury, entered
into ugreement to ucyuire upproximutely 4,800,000,000 new ordinaury shares of HKS0.01
euch in Ahundu Wing On Travel (Holdings) Limited (*Anundu Wing On”), a compuny listed
oh the Hohy Kony Stock Exchunge, for u consideration of upproximately HK$129,600,000.

Chinu Enterprises ulso entered info ugreements with Ahandu Wing On whereby Anundu
Wing On ugreed to issue convertible note with principul umount of HK$120,000,000 to
Chinu Enterprises.

The fransactions hus not yet been completed ut the dute of this finunciul stutements.

Chinu Lund, u subsidiury of the Compuny, unnounced that the ugreement entered by the
wholly-ownhed subsidiury of Chinu Land onh 13th July, 2001 regurding the ucquisition of
certuin properties in Beijing, the PRC, ut un uyyreyute considerution of upproximautely
HK$188 million hus become hull und void us the results of the due diligence investigution of
the properties were hot up to the reusonuble satisfaction to China Land.

On the sume dute, Chinu Lund ulso unhounhced that a hon wholly-owhed subsidiury of
Chinu Lund renounced the options ugreed to yrunt to that subsidiary on 13th July, 2001 to
ucyuire the development rights for up to 600,000 syuure meters, beiny the intended totul
ygross floor ureu of Phuse Il of Jiulony Gurden in Beijinyg, the PRC, ut u considerution of
RMB1,700 per syuure meter due to non-fulfilment of the condition set out in the ugreement
in relation to the options.

Pursuunt to u resolution pussed ut u bourd of directors” meeting of the Compuny held on
14th Murch, 2002, the Compuny proposed to issue not less thun 921,957,884 hew shures of
HKS0.10 euch by wuay of rights issue (“Rights Issue”) ut u subscription price of HKS0.15 per
share to the existing shureholders, in the proportion of two rights shares for every one
existing shure held, with the bonus issue of warrunts.

The bonhus issue of warrants will be issued to the shareholders under the Rights Issue on the
busis of three units of subscription rights with initial subscription price of HK$0.17 euch of

every ten new shures tfuken up.

The fransuctions huve hot yet been completed at the dute of this financial stautements.




