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The directors are pleased to present their annual report together with the

audited financial statements for the year ended 31st December, 2000.

Principal Activities
The Company is an investment holding company. The principal activities of
the Company’s principal subsidiaries, associates and jointly controlled entities

are respectively shown in notes 40, 41 and 42 to the financial statements.

The Group’s turnover for the year was derived mainly from activities carried
out in the People’s Republic of China (the “PRC”). The breakdown by
principal activities and geographical markets of the Group’s turnover and
contribution to profit before taxation for the year ended 31st December,

2000 are set out in note 3 to the financial statements.

Subsidiaries, Associates and Jointly Controlled Entities
Details of the Company’s principal subsidiaries, associates and jointly
controlled entities as at 31st December, 2000 are respectively set out in

notes 40, 41 and 42 to the financial statements.

Results and Appropriations
The results of the Group for the year ended 31st December, 2000 are set out

in the consolidated income statement on page 53.

The directors do not recommend the payment of a dividend and propose that

the profit for the year be retained.

Management Discussion and Analysis

The management discussion and analysis is set out on pages 14 to 24.

Property, Plant and Equipment
During the year, the Group acquired property, plant and equipment totalling
approximately HK$7,014,000.

Details of these and other movements in property, plant and equipment of

the Group during the year are set out in note 12 to the financial statements.
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Interests in Properties
Particulars of the Group’s interests in properties are set out on pages 25 to
35.

Share Capital, Warrants and Share Options
Movements in share capital, warrants and share options are set out in note

24 to the financial statements.

Reserves
Movements in the reserves of the Group and the Company during the year

are set out in note 25 to the financial statements.

Financial Summary
A summary of the results and of the assets and liabilities of the Group for

the last five financial years is set out on page 136.

Borrowings and Interest Capitalised

Bank loans, overdrafts and other borrowings which are repayable within one
year or on demand are classified as current liabilities. Repayment analyses
of long term interest-bearing and interest-free borrowings are respectively
set out in notes 26 and 27 to the financial statements. Interest capitalised by
the Group during the year in respect of properties under development
amounted to HK$47,750,000, details of which are set out in note 6 to the

financial statements.
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Directors
The directors of the Company during the year and up to the date of this

report were:

Executive Directors
Duan Yongji
(appointed on 24th February, 2000)
David Hui Yip Wing
Patrick Lee Seng Wei
Edwin Lo King Yau
Wang Jian Sheng
(appointed on 10th May, 2000)
Weng Zhenjie, alternate to Duan Yongji
(appointed on 6th April, 2000)
Xie Hailin, alternate to Wang Jian Sheng
(appointed on 10th May, 2000)
Zhu Xiduo
(appointed on 6th April, 2000)
Wang Yi
(resigned on 12th March, 2001)

Non-Executive Directors
Moses Cheng Mo Chi
Lisa Yang Lai Sum
Wu Gan

(appointed on 12th March, 2001)
Zhang Dong

(appointed on 12th March, 2001)
Hu Dan

(resigned on 12th March, 2001)

Both the executive directors and non-executive directors shall hold office
until they become due to retire by rotation at each Annual General Meeting

in accordance with Article 103 of the Company’s Articles of Association.

In accordance with the above Article, Messrs. Duan Yongji, Patrick Lee
Seng Wei and Moses Cheng Mo Chi shall retire by rotation at the forthcoming
Annual General Meeting and, being eligible, all except Mr. Duan Yongji

offer themselves for re-election.
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Directors (continued)
In accordance with Article 94 of the Company’s Articles of Association, Mr.
Wu Gan and Miss Zhang Dong shall retire at the forthcoming Annual General

Meeting and, being eligible, offer themselves for re-election.

Biographic Details of Directors and Senior Management

Executive Directors

Duan Yongji, aged 54, was appointed Executive Director and Chairman of
the Board of Directors of the Company in February 2000. He is a co-founder
and Chairman of Stone Group Corporation. Mr. Duan is a graduate from
Qinghua University and was a research student at Beijing Aeronautic College.
He held a senior position at Chinese Aeronautical Research 621 Laboratory
from 1982 until the establishment of Stone Group Corporation. In 1995, Mr.
Duan was acclaimed Beijing Electronics Industry Outstanding Entrepreneur.
In 1996, Mr. Duan was acclaimed The Top 20 Outstanding Managers in

Industrial System, Beijing.

David Hui Yip Wing, aged 51, was appointed the Managing Director of the
Company in December 1996. Before joining the Company, Mr. Hui was, for
seven years, a director of a listed textile group, where he had overall
responsibilities for its operations, with special emphasis on strategic planning,
financial control and the re-engineering and implementation of the concept
of total quality management. Prior to joining the industrial sector in 1989,
Mr. Hui was the Managing Director of a financial institution and has over
10 years of experience in banking. He is also the Deputy Chairman and
Chief Executive Officer of Sun Hung Kai & Co. Limited, a substantial
shareholder of the Company.

Patrick Lee Seng Wei, aged 49, became an Executive Director of the
Company in June 1996. Mr. Lee is an architect and worked for IBM Australia
before becoming involved in property development in Malaysia and Hong
Kong for more than eighteen years. He has extensive experience in the
property field. He is a director of Sun Hung Kai & Co. Limited, a substantial
shareholder of the Company.
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Biographic Details of Directors and Senior Management

(continued)

Executive Directors (continued)

Edwin Lo King Yau, aged 40, a chartered company secretary and holder of
a Master’s Degree in Applied Finance from Macquarie University, Australia,
was appointed Executive Director of the Company in August 1999. He had
served various executive roles in several companies in Hong Kong including
company secretary for public listed companies. He is currently an Executive

Director of Allied Group Limited.

Wang Jian Sheng, aged 47, holder of a Master’s Degree in Economics from
the State University of California, was appointed Executive Director of the
Company in May 2000. Mr. Wang is currently a Director of Zhong Shi Real
Estate and Trading Co. Ltd.

Weng Zhenjie, alternate to Duan Yongji, aged 38, was appointed as alternate
director to Mr. Duan Yongji in April 2000. Mr. Weng graduated from North
West Engineering University with a Master’s Degree in Information
Technology System. He is currently the Manager of Investment Division of

Beijing Centergate Technologies Co., Ltd.

Xie Hailin, alternate director to Wang Jian Sheng, aged 49, was appointed
alternate director to Mr. Wang Jian Sheng in May 2000. Mr. Xie graduated
from Nan Kai University with a Bachelor’s Degree in Economics. He is

currently the President of Shenzhen Hua Rong Investments Co. Ltd.

Zhu Xiduo, aged 56, was appointed Executive Director of the Company in
April 2000. Mr. Zhu graduated from Qinghua University and held several
senior positions at Baotou City Computer Research Laboratory prior to
joining the Stone Group. Mr. Zhu is currently the President of Stone Group

Corporation.
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Biographic Details of Directors and Senior Management

(continued)

Non-Executive Directors

Moses Cheng Mo Chi, aged 51, was appointed Independent Non-Executive
Director of the Company in May 1997. Mr. Cheng is a Senior Partner of
P.C. Woo & Co., a firm of solicitors and notaries in Hong Kong. Mr. Cheng
was a member of the Legislative Council of Hong Kong between 1991 and
1995. He is currently the Chairman of the Hong Kong Institute of Directors,
the Board of Education and the Committee on the Promotion of Civic
Education. He also serves on the boards of various listed companies as

independent non-executive director.

Lisa Yang Lai Sum, aged 34, was appointed Independent Non-Executive
Director of the Company in November 1999. She is a practising solicitor in
Hong Kong and is a partner of Maurice Lee, Tsang, Ng-Quinn & Tang. She
graduated from University of Sydney with a Bachelor’s Degree in Laws and

Economics and is also qualified as a solicitor in Australia and England.

Wu Gan, aged 35, was appointed Non-Executive Director of the Company
in March 2001. Mr. Wu has extensive experience in banking and investment.
Currently, he is a manager of Bank of China Group Investment Limited
(“BOCGI”) and director of a number of companies controlled by BOCGI or
in which BOCGI has an interest.

Zhang Dong, aged 36, was appointed Non-Executive Director of the
Company in March 2001. Miss Zhang has extensive experience in banking
and investment. Currently, she is a senior manager of Bank of China Group
Investment Limited (“BOCGI”) and director of a number of companies
controlled by BOCGI or in which BOCGI has an interest.

Senior Management

Chau Ching Yau, aged 42 is the Deputy General Manager of the Eastern
China Region and General Manager of the Xiamen Office. He joined the
Group in June, 1997. Mr. Chau holds a Degree of Business Administration
and has over ten years of experience in property development and investment

in China.
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DIRECTOR

Biographic Details of Directors and Senior Management

(continued)

Senior Management (continued)

Choi Chor Chu, aged 38, joined the Group in January 1997. She is the
Deputy General Manager of the Group responsible for the Group’s human
resources affairs, administration and public relations affairs. Ms. Choi holds
a Bachelor Degree in Business Administration from The Chinese University

of Hong Kong.

Ko Sing Ming, aged 33, joined the Group in March 1998. He is the Deputy
General Manager of the Group responsible for investment analysis, IT affairs,
system re-engineering and the implementation of total quality management.
Mr. Ko holds a Bachelor degree in Quantitative Analysis for Business and a
Postgraduate Diploma in Corporate Administration. Mr Ko is an associate
member of The Association of Chartered Certified Accountants, The Hong
Kong Society of Accountants, Hong Kong Institute of Company Secretaries
and The Institute of Chartered Secretaries and Administrators. Mr. Ko has

over 8 years of experience in accounting and managing PRC investments.

Eric Ku Wing Hung, aged 42, is the Senior Contracts Manager of the
Group. He joined the Group in May 1994. Mr. Ku is an associate member of
The Royal Institution of Chartered Surveyors. Mr. Ku has over 10 years

experience in contract management and cost control in construction field.

Alfred Li Yim Hung, aged 50, joined Sun Hung Kai Securities Group in
1977 and was transferred to the Group as Project Director when the Group
was found in 1985 and rejoined the Group in December 1997 as General
Manager and Company Secretary. Mr. Li was graduated with a Bachelor’s
Degree of Social Science from The Chinese University of Hong Kong in
1977 and is an associate member of The Hong Kong Institute of Company
Secretaries. He has almost 20 years of experience in China property

investment.
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Biographic Details of Directors and Senior Management

(continued)

Senior Management (continued)

Ma Sun, aged 60, is the General Manager of the Group and the Southern
China Region and the Shenzhen Office. Mr. Ma joined Sun Hung Kai
Securities Limited in 1984 and was then transferred to the Group in 1985.
Besides holding a Degree of Electrical Engineering, he has extensive
experience in electrical engineering and over 20 years of experience in

China commercial business, financial investment and property development.

Ng Qing Hai, aged 45, is the General Manager of the Cement Department
of the Group. Graduated from the Accounting Department of Shanghai
Institute of Building Materials in 1983, Mr. Ng became a member of the
Association of Registered Accountant of the PRC in 1994. He was also
admitted as Management Consultant by Group ESSEC of France in 1988.
Mr. Ng has extensive experience in managing industrial corporations in the
PRC.

Shum Sai Tak, aged 60, is the General Manager of the Eastern China Region
and the Shanghai Office. He joined Sun Hung Kai Securities Limited in
1984 and was then transferred to the Group in 1985. Mr. Shum holds a
Degree of Mechanical Engineering and has over 20 years of experience in

property development and China commercial business.

Alan Sia Meow Leng, aged 34, is the Deputy General Manager and Financial
Controller of the Eastern China Region and the Shanghai Office. He joined
the Group in 1997. Mr. Sia is a fellow member of The Chartered Association
of Certified Accountants and Malaysian Institute of Accountants. Mr. Sia
has over 10 years of experience in financial management and commercial

business.

Sunny Tao Tsan Sang, aged 36, is the Financial Controller of the Group.
He joined the Group in May 1994. Mr. Tao is an associate member of The
Hong Kong Society of Accountants and The Chartered Institute of
Management Accountants and holds a Master’s Degree of Business
Administration. Mr. Tao has over 10 years of experience in financial

management and Chinese business field.
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Biographic Details of Directors and Senior Management

(continued)

Senior Management (continued)

Michael Yeung Leung Yin, aged 43, is the General Manager of the Property
& Hotel Management Department of the Group. Mr. Yeung joined the Group
in 1998. Besides managing the Group’s properties and hotels, he is also
running the Group’s subsidiary — Cornell Property Services Co., Ltd. Mr.
Yeung holds a Bachelor’s Degree of Business Administration in Hotel
Management and has over 10 years of China experience in marketing and

managing deluxe hotels and first class commercial real estates.

James York Tseng Yuan, aged 60, is the General Manager of the Northern
China Region and the Dalian Office. In 1990, he joined Allied Group Limited
as a Senior Manager. He was then transferred to the Allied Properties Limited
as a Chief Representative and Chief Engineer in Dalian Office in 1994. Mr.
York was transferred to the Group in August 1997. Mr. York graduated from
Shanghai Tung Chi University in 1964 with a Bachelor’s Degree of Civil
and Mechanical Engineering. He has more than 30 years of experience in
building service fields and is well established with social network in mainland
China.

Raymond Yu Yiu Fai, aged 49, joined the Group in 1997 as the Senior
Project Manager. Mr. Yu graduated from Purdue University USA with
Bachelor’s and Master’s Degrees in Civil Engineering. He is currently a
member of the Hong Kong Institute of Engineers, a chartered structural
engineer, a registered professional engineer (structural) in Hong Kong and a
registered professional civil engineer in the United States. Mr. Yu has over

20 years of experience in engineering, construction and property development.
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Directors’ Interests in Shares

As at 31st December, 2000, the interests of the Directors and their associates
in the shares of the Company and its associated corporations within the
meaning of the Securities (Disclosure of Interests) Ordinance (“SDI
Ordinance”), as recorded in the register required to be kept by the Company

pursuant to Section 29 of the SDI Ordinance were as follows:

=L igng 4= EEME

Name Number of Shares Nature of Interests
Flad 770,000,000 0w A
(Htit)

Wang Jian Sheng Corporate Interests
(Note)

WM (LR 2 B CEH) 770,000,000 2 7
(BfL)

Xie Hailin (alternate to Wang Jian Sheng) Corporate Interests
(Note)

1,300,000 KM i

BRUA L PrfliEs &40 - IR FFFHFE+ A
=t—H > BERLHBEE AL RERA
AR T BCHAT AT AR B o B (5 6 R 0 R
R ) AT AT B AR A S R O 2 M A o

#%770,000,000/ % % Millennium  Touch
Limited 1 ##4 > MiInternet Touch Limited
( [ITL) ) RIFFHRE BEITRAS0%HE 47 -
Broadway Offshore Limited ([BOLJ) ##HITL
50%CE BITHRAS - T L fi 4 S 4 R #f Ak G 2L
HHFHBOL 50%E FETRA > UL U IEHEA
HERMGZ R o

Family Interests

Save as disclosed above, as at 31st December, 2000, none of the Directors
and their associates had any interests in any equity or debt securities of the
Company or any of its associated corporations as defined in the SDI

Ordinance.

Note:

The 770,000,000 shares were held by Millennium Touch Limited in which Internet
Touch Limited (“ITL”) was interested in 50% of its issued share capital. Broadway
Offshore Limited (“BOL” ) owned 50% interest in the issued share capital of ITL. Mr.
Wang Jian Sheng and Mr. Xie Hailin each owned 50% interest in the issued share
capital of BOL and were therefore deemed to have interest in the shares.
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ESTEROZER Directors’ Rights to Acquire Shares
MWoEEEZFE+H=+—H  HFTESE As at 31st December, 2000, certain Directors had the following personal
WAL R—IANFE—H = +LH interests in share options to subscribe for shares in the Company granted
FR AR 2 W TSR ) I 42 T R DA R TR A under its Share Option Scheme adopted on 27th January, 1999:—
IR EEA T AR A4S
BREZR
Number of share options
R=-ZZEZF
R-ZEEF RER +=A BR
—-A—B B®F =t+-8 7@
At Granted At Exercise
£ REBEH 1st January, during FE  31st December, Price TR
Name Date of Grant 2000 the year Adjustment 2000 per share Exercisable Period
ki
HKS$
fiES S CEEFRE=A—H - 10,000,000 10,000,000 20,000,000 051% “EEERENLAH
David Hui Yip Wing  1st March, 2000 FEEE
ANA=+—H
Ist September, 2000
to 31st August, 2002
IR CEEREZA—H - 3,000,000 3,000,000 6,000,000 051% “EEERELA-H
Patrick Lee Seng Wei  1st March, 2000 BEORE
ANA=+—H
Ist September, 2000
to 31st August, 2002
SR CEERE=A—H - 7,000,000 7,000,000 14,000,000 051% “EEERENLA-H
Edwin Lo King Yau  1st March, 2000 BEORE
ANA=+—H
Ist September, 2000
to 31st August, 2002
* B2 ] LR I FFE A | — * The number of share options granted during the year and the corresponding
H — H 75 JEAR V4% > AR AF B2 T exercise price have been adjusted as a result of the rights issue by the
ZIEIRRERH R EAT 5 2 F Company becoming unconditional on 1st November, 2000.

HighHE o
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Directors’ Rights to Acquire Shares (continued)

A maximum of 50% of the options are exercisable during the first to sixth
month of the 2-year exercisable period and the remaining 50% are exercisable
during the thirteenth to twenty-fourth month of the 2-year exercisable period.
If no options or less than 50% of the options are exercised during the first to
sixth month, these unexercised options can be carried forward to the thirteenth

to twenty-fourth month.

Save as disclosed above, no rights to subscribe for equity or debt securities
of the Company had been granted to or exercised by any Directors or their

spouses or children under the age of 18 at any time during the year.

Directors’ Interests in Contracts of Significance

No contract of significance to which the Company or any of its subsidiaries
was a party and in which the directors, or former directors, of the Company
had a material interest, whether directly or indirectly, subsisted at the end of

the year or at any time during the year.

Arrangements to Acquire Shares or Debentures

At no time during the year was the Company or any of its subsidiaries a
party to any arrangements to enable the directors of the Company or their
spouse or children under the age of 18 to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body
corporate with the exception of the share options to subscribe for shares in

the Company granted to certain directors under the share options scheme.

Management and Service Contracts
No contract of significance concerning the management and administration
of the whole or any substantial part of any business of the Company or any

of its subsidiaries was entered into or existed during the year.

No director proposed for re-election and re-appointment at the forthcoming
Annual General Meeting has a service contract with the Company or any of
its subsidiaries which is not determinable by the employing company within
one year without the payment of compensation (other than statutory

compensation).
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DIRECTORS” REPOR

Major Customers and Suppliers
For the year ended 31st December, 2000, the five largest suppliers of the
Group accounted for 71% of the Group’s total purchases and purchases from

the largest supplier included therein accounted for 46%.

The Group’s five largest customers accounted for 39% of the Group’s turnover
and sales to the largest customer amounted to 21% of the Group’s turnover

for the year.

None of the directors of the Company, their associates or any shareholders,
which to the knowledge of the directors of the Company owned more than
5% of the Company’s issued share capital, had a beneficial interest in any of

the Group’s five largest suppliers and customers.

Substantial Shareholders

As at 31st December, 2000, the register of substantial shareholders maintained
under Section 16(1) of the Securities (Disclosure of Interests) Ordinance
shows that the following shareholder had an interest of 10% or more of the

Company’s issued share capital:—

R4 & E

Number of Shares

HEEEA R F
Sun Hung Kai & Co. Limited

BRLLE BT HER B 4L > R F R T+ A
=t H o AR TR AN R
AAFCEITRAL0%H A b2 -

3,674,079,379

Save as disclosed above, as at 31st December, 2000, the Company has not
been notified of any other interests representing 10% or more of the issued

share capital of the Company.
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Connected Transaction

On 20th April, 2000, the Company announced that the Company and Sun
Hung Kai & Co. Limited (“SHK”) have agreed to extend the maturity and
repayment dates of the convertible loan note which was issued by the
Company and subsequently assigned to a wholly-owned subsidiary of SHK
for one year to 22nd August, 2001 on the condition that the interest on the

convertible loan note will be adjusted from 5% to 6% per annum.

As SHK is a substantial shareholder (as defined in the Listing Rules) of the
Company, the change of the terms of a convertible loan note constitutes a
connected transaction for the Company. Details of the adjusted terms of the
convertible loan note as disclosed above have already been announced in the
newspapers by the Company in accordance with the requirements of the

Listing Rules.

Purchase, Sale or Redemption of Listed Securities
Neither the Company nor any of its subsidiaries has purchased, sold or

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

Charitable Donations
During the year, the Group made charitable and other donations amounting
to HK$29,000.

Compliance with Code of Best Practice

The Company has complied throughout the year ended 31st December, 2000
with the Code of Best Practice as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited.

Post Balance Sheet Events
Details of significant post balance sheet events are set out in note 44 to the

financial statements.
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DIRECTORS’ REPORT (continued

Auditors

The financial statements for the year ended 31st December, 2000 were audited
by Messrs. Deloitte Touche Tohmatsu. A resolution to re-appoint Messrs.
Deloitte Touche Tohmatsu as auditors of the Company will be proposed at

the forthcoming annual general meeting.

On behalf of the Board
David Hui Yip Wing

Managing Director

Hong Kong, 23rd March, 2001
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