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The Board of Directors have pleasure in submitting their annual
report together with the audited financial statements for the year

ended 31 December 2000.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities and other particulars of the subsidiaries are

set out in Note 12 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers during the

financial year is as follows:

HAEERBE 2B

Percentage of the Group’s total

HERE
Sales

1999

RiBEE
Purchases

2000 1999

BREF 19% 21%
BRREFRGRE 37% 4%
BAHER

BRRMERL4A%E

The largest customer
Five largest customers in aggregate
37% 4% The largest supplier

94 % 16% Five largest suppliers in aggregate
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At no time during the year, have the Directors, their associates
(as defined in the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“Listing Rules”)) or
any shareholders of the Company (which to the knowledge of the
Directors owns more than 5% of the Company’s share capital)

had any interests in the above customers and suppliers.
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FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 December 2000
and the state of the Company’s and the Group’s affairs as at that

date are set out in the financial statements on pages 45 to 109.

The Directors do not recommend the payment of a final dividend

for the year ended 31 December 2000 (1999: Nil).

CHARITABLE DONATIONS

During the year, the Group made charitable donations amounting

to HK$28,000 (1999: HK$37,000).

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the year are

set out in Note 11 to the financial statements.

SHARE CAPITAL

Details of the Company’s share capital are set out in Note 24 to

the financial statements.

RESERVES

Movements in reserves during the year are set out in Note 25 to

the financial statements.
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DIRECTORS

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

of this report were:

Gao Dezhu

Wang Xingdong (appointed on 30 March 2001)
Li Shiming

Tam Wai Chu, Maria (Non-executive)

Lam Chun,Daniel (Non-executive)

Cui Guisheng (resigned on 30 March 2001)

Du Sheng (removed on 26 June 2000)

Mr. Li Shiming retires from office in accordance with Article 111(A)
of the Company's Bye-laws, being eligible, offers himself for re-

election.

DIRECTORS’ SERVICE CONTRACTS

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

statutory obligations.
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DIRECTORS’ INTERESTS IN SECURITIES AND
RIGHTS TO ACQUIRE SECURITIES

As at 31 December 2000, none of the Directors or the chief
executive of the Company had any interests in any equity or debt
securities of the Company or any of its associated corporations of
the Company (within the meaning of the Securities (Disclosure of
Interests) Ordinance ("SDI Ordinance")) which are required to be
notified to the Company and The Stock Exchange of Hong Kong
Limited ("Stock Exchange") pursuant to section 28 of the SDI
Ordinance (including interests which they are deemed or taken
to have under section 31 of the SDI Ordinance or Part | of the
Schedule to the SDI Ordinance) or which are required, pursuant
to section 29 of the SDI Ordinance, to be entered in the register
referred to therein or are required, pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies, to

be notified to the Company and the Stock Exchange.

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

corporations.

CONVERTIBLE SECURITIES, OPTIONS,
WARRANTS OR SIMILAR RIGHTS

The Company had no outstanding options, convertible securities,

warrants or other similar rights as at 31 December 2000.

There has been no repurchase or exercise of options and

convertible securities during the year.
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RER &M

Name of shareholder

SUBSTANTIAL INTERESTS IN THE SHARE
CAPITAL OF THE COMPANY

As at 31 December 2000, according to the register required to be
kept by the Company under section 16(1) of the SDI Ordinance,
the Company was notified that the following shareholders were
interested in 10% or more of the issued share capital of the

Company:

5B 81T
FERHEE ROBHZED

Number of Percentage of

shares held total issued shares

ExREeeBIXR*
State Nonferrous Metals

Industry Administration * 1 416,009,928 53.87%
China Nonferrous Metals Holdings

(Cook Islands) Limited 1 416,009,928 53.87%
TREREEE (B &E

BERABR(TEER (FE) ]
China Nonferrous Metals Group

(Hong Kong) Limited (“CNMG”) 2 416,009,928 53.87%
Haka International Limited (“Haka”) 383,188,208 49.62%
B it - Notes:
* BE2EF2EZHE * Please refer to the Note on page 2
1. RERBEEZR ZZTQLREEREE 1. By virtue of the SDI Ordinance, these companies are deemed to be

FMHaka#$ 5 2383,188,208 R0 R A H
EE& (B8 fMEE 232,821,720 K7
ZHER o

2. A SHE32,821,7200KRB 9 &
e (BB T HERAEERAHkaFEZ
383,188,208 10 2 %

interested in the 383,188,208 shares held by Haka and 32,821,720
shares held by CNMG.

2. In addition to 32,821,720 shares held by itself, CNMG is deemed
to be interested in the 383,188,208 shares held by Haka.
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DIRECTORS’ INTERESTS IN CONTRACTS

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

at the end of the year or at any time during the year.

MANAGEMENT CONTRACTS

Save as disclosed in Note (b) on page 40 and Note 31 on page
107 to 108 of the annual report, no contract for management and
administration of the whole or any substantial part of any business

of the Company were entered into or existed during the year.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries have purchased,
sold or redeemed any of the Company's listed securities during

the year.

BANK LOANS, OVERDRAFTS AND OTHER
BORROWINGS

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

2000 are set out in Notes 21 and 22 to the financial statements.

INTEREST CAPITALISED

The amount of interest capitalised by the Group during the year

is set out in Note 4 to the financial statements.

FIVE YEAR FINANCIAL SUMMARY

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

annual report.
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PROPERTIES

Particulars of the major properties and property interests of the

Group are shown on pages 110 to 111 of the annual report.

EMPLOYEES

As at 31 December 2000, the Group employed 687 staff. The
amount of the remunerations paid during the year was
approximately HK$77,000,000. The Company adopted a pay
policy in line with market practice, and remuneration was
determined with reference to the performance and experience of

individual employees.

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

Company according to the terms and conditions of the Scheme.

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

capable employees.

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

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

Details of the Group pension scheme are set out in Note 29 to the

financial statements.

PRE-EMPTIVE RIGHTS

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

Bye-Laws or the law in Bermuda.

CORPORATE GOVERNANCE

None of the Directors of the Company is aware of any information
which would reasonably indicate that the Company is not or was
not in compliance with the Code of Best Practice (“the Code of
Best Practice”) as set out in Appendix 14 of the Rules Governing
the Listing of Securities on the Stock Exchange throughout the
year ended 31 December 2000 except that the non-executive
directors of the Company are not appointed for a specific term as
they are subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance with the

Company’s Bye-laws.

AUDIT COMMITTEE

In March 1999, the Board of Directors resolved to establish an
audit committee with written terms of reference and appointed
two independent non-executive directors of the Company, Mr.
Lam Chun, Daniel and Ms. Tam Wai Chu, Maria, as members of
the committee pursuant to the Code of Best Practice. The audit
committee convened six meetings during the year, and its principal
duties include the review and supervision of the Group's financial

reporting process and internal controls.
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AUDITORS

Messrs. Arthur Andersen & Co. were appointed as auditors (the
“Auditors”) of the Company in March 2001 to fill the vacancy
caused by the resignation of Messrs. KPMG as the auditors of the

Company on the same date.

The Auditors will retire at the forthcoming annual general meeting

and, being eligible, offer themselves for re-appointment.

CONNECTED TRANSACTIONS

In connection with certain connected transactions (the
“Transactions”) which details are set out in Note (b) below and
pursuant to the waiver granted by the Stock Exchange on 6 July
2000, the Transactions have been reviewed by the Directors of
the Company (including independent non-executive Directors).
The Directors (including independent non-executive Directors)
of the Company have confirmed that (i) the Transactions have
been carried out: (a) in accordance with the terms of the Future
Service Agreement; (b) on normal commercial terms (which
expression will be construed by reference to transactions of a
similar nature and as made by similar entities in Hong Kong) or
where there is no available comparison on terms that are no less
favourable than terms available from independent third parties;
and (c) are fair and reasonable so far as the shareholders of the
Company are concerned; (ii) in this financial year, the aggregate
consideration payable by the Company in respect of the
Transactions under the Future Service Agreement did not exceed
3% of the consolidated net tangible assets of the Company as

disclosed in the financial statements.
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CONNECTED TRANSACTIONS (Cont'd)

During the year, the Group entered into the following connected

transactions as defined under the Listing Rules:

(a)

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

was repayable on 29 February 2000.

On 29 February 2000, CNMG made on the maturity date a
repayment of all the interests accrued to the Loan to OFL.
In view of the surplus cash position of the Company at that
time, the principal of the Loan amounting to HK$26,000,000
was extended for further six months at an interest rate of
2% over the prime rate per annum pursuant to a
supplemental agreement entered into between OFL and
CNMG on 29 February 2000. The aforesaid loan and the

accrued interest thereon were repayable on 31 August 2000.

On 31 August 2000, CNMG made on the maturity date a
repayment of all the interests accrued to the Loan amounting
to HK$1,482,356 to OFL. The principal of the Loan
amounting to HK$26,000,000 was extended for further three
months at an interest rate of 2% over the prime rate per
annum pursuant to a supplemental agreement entered into
between OFL and CNMG on 31 August 2000. The aforesaid
loan and the accrued interest thereon were repayable on

30 November 2000.
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CONNECTED TRANSACTIONS (Cont'd)

On 30 November 2000, CNMG made on the maturity date
a repayment of all the interests accrued to the Loan
amounting to HK$745,452 to OFL. The date of repayment
of the principal of the Loan amounting to HK$26,000,000
was extended for further six months at an interest rate of
2.5% over the prime rate per annum pursuant to a
supplemental agreement entered into between OFL and
CNMG on 30 November 2000. The Loan and the accrued

interest thereon are repayable on 31 May 2001.

During the year, OFL earned interest income of
approximately HK$2,936,000 (1999: approximately
HK$1,030,000) from the above loan. The outstanding loan
as at 31 December 2000 amounted to HK$26,264,986
(1999: HK$27,030,000).

The Company and CNMG entered into an agreement on
12 May 2000 (the “Future Service Agreement”) in respect
of the sharing of administrative costs for administration
services rendered by CNMG for the period from 1 January
2000 to 31 December 2002 (the “On-Going Connected
Transaction”). Based on the amounts estimated as specified
in the cash flow forecast of CNMG for the year 2000, the
maximum amounts to be paid by the Company were
expected to be not more than HK$5,697,500,
HK$6,288,750 and HK$6,933,750 respectively for the years
2000, 2001 and 2002. The amount shared by the Company
was HK$3,830,000 (1999: HK$4,419,000). The outstanding
balance due to CNMG as at 31 December 2000 was
HK$1,699,000 (1999: HK$123,000).
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CONNECTED TRANSACTIONS (Cont'd)

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

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

(c)  During the year, the Company made various loan advances
in aggregate of HK$66,300,000 to Condo Engineering
(China) Limited, Enful Engineering Limited, Enful Design &
Build Limited, and Polycrown Engineering Limited, all of
which are non wholly-owned subsidiaries of the Company
and earned interest of approximately HK$7,800,000. The
advances are charging interest ranging from prime rate plus
0.5% to prime rate plus 4% per annum. At 31 December

2000, approximately HK$84,700,000 was outstanding.

By Order of the Board

Wang Xingdong

Managing Director

Hong Kong, 18 May 2001
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