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Chairman’s Statement

Final results

The Group’s consolidated turnover and profit attributable to
shareholders for the year ended 31st December, 2000 amounted to
HK$16,810.2 million and HK$1,656.7 million respectively,
representing an increase of 30.3% and 14.8% over that of the
previous year. Earnings per share were HK$0.83 compared with
HK$0.79 in 1999.

Dividends

The Directors have resolved to recommend a final dividend of
HK$0.15 per share for 2000 (1999: HK$0.09) payable on or about
4th July, 2001 to shareholders whose names appear on the Register
of Members of the Company on 12th June, 2001. Together with the
interim dividend of HK$0.06 per share, the total distribution for
2000 will amount to HK$0.21 per share (1999: HK$0.15).

Review of the Group’s restructuring proposal
China’s expected accession into the World Trade Organization is
expected to generate a substantial rise in China’s trading volume
with the world and related services sectors. In view of this
opportunity, the Group’s immediate holding company, China
Resources (Holdings) Company Limited (“China Resources
Holdings”), proposed to reorganize the Group’s business structure by
transforming the Group into a leading distribution company in Asia
through transferring its distribution and logistic related businesses
into the Group. Details of the proposed reorganization were made by
China Resources Holdings in an announcement dated 19th June,
2000. Since the announcement, the Group’s restructuring plan has
been progressing smoothly with two successful transactions being
completed or implemented by the end of last year.

On 12th October, 2000, the Company entered into an acquisition
agreement with China Resources Holdings to acquire its oil
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EF#4% CHAIRMAN'S STATEMENT

EA &)
Ng Fung Hong
distribution operation in part exchange for the Company’s
interests in China Resources Beijing Land Limited
(“Beijing Land”) and China Resources Logic Limited
(“Logic”) (formerly known as Logic International
Holdings Limited). This acquisition, completed in
November 2000, represented a major step in the
Company’s restructuring plan. The Company
acquired a leading oil and chemicals distribution
operation in Hong Kong and the Chinese
Mainland and divested itself of businesses,
which fell outside the future intended business
focus. Through this acquisition, the Company’s
distribution capability was substantially strengthened.

As part of the Group’s restructuring plan, on 20th November,
2000, the Company through its wholly owned subsidiary, made a
voluntary offer (“Offer”) to acquire all the issued shares, other
than those owned by the Company and its subsidiaries and certain
members of China Resources Holdings in Ng Fung Hong Limited
(“Ng Fung Hong”). At the same time, the Company proposed a
voluntary withdrawal of the listing of the shares in Ng Fung Hong
on the Stock Exchange. The voluntary withdrawal of listing was
approved overwhelmingly by the independent shareholders of Ng
Fung Hong at the extraordinary general meeting held on 27th
December, 2000. As at the close of the Offer on 19th January,
2001, the Company owned approximately 98.7% of the total
issued share capital of Ng Fung Hong. The Company, through its
wholly owned subsidiary, has availed itself of the compulsory
acquisition provision under section 168 and the Ninth Schedule of
the Companies Ordinance (Chapter 32) of the laws of Hong Kong
to acquire the outstanding shares not owned by it. The
compulsory acquisition process is expected to be completed by
end of April 2001. The privatization of Ng Fung Hong represented
a further step in the Group’s restructuring, which is expected to
lead to operational efficiencies in a number of operations of the
Group, in particular, its warehouse and supermarket retailing
operations. It will also enable the Group to better utilize its
resources more effectively as the cash flows and profits generated
by Ng Fung Hong will be available for use by the Group.

In order to further strengthen its distribution capability, the
Company continues to conduct studies into the viability of
acquiring other distribution and logistics related businesses from
China Resources Holdings.
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(Right) Villa Esplanada — Tsing Yi
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Property

ERBAE—EHTHE CHAIRMAN'S STATEMENT — REVIEW OF OPERATIONS

Property : Hong Kong

The Hong Kong property development and investment business
reported net profit before corporate interest and expenses of
HK$614.8 million, 4.4% above that of the previous year.

Property Development

The Group is currently involved in one development project in
Hong Kong, namely, Villa Esplanada. This is a residential project
which the Group has a 55% attributable interest. The project
comprises a 10-block residential complex with a total gross floor
area of approximately 2.25 million square feet.

The project is divided into three phases. Phase I and II had already
been sold. Sale of Phase III, which comprises a gross floor area of
approximately 850,000 square feet, or approximately 1,200 units,
commenced in mid-year 2000. The Group has secured majority of
the profit from Phase III, with approximately 97% of this phase
already been sold to-date. The construction work of Phase III is
expected to be completed during the third quarter of 2001.

Property Investment

The Group’s investment properties in Hong Kong currently is
dominated by its sizeable retail spaces of an estimated aggregate
floor area of approximately 500,000 square feet which are located
in high-density commercial districts including Causeway Bay,
Mongkok, Tsimshatsui and Tsuen Wan where sizeable retail spaces
are limited. The Group also owns a portfolio of approximately
700,000 square feet, of floor area designated for industrial, office
or residential use. These properties achieve a good occupancy rate
during the period under review, generating a stable stream of
recurrent income for the company.

Property : Chinese Mainland

The Group’s Chinese Mainland property development business
reported net profit before corporate interest and expenses of
HK$45.8 million. This division’s income is derived solely from the
Group’s investment in Beijing Land. As part of its restructuring
plan, the Group had divested from businesses, which fell outside
the future intended business focus, by disposing of its interest in
Beijing Land.
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