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Directory interssts in contracts and connected
tranzactions

During the year, the Group entered into certain agreements with the associates

of Mr Cha Chi Ming, the Chairman of the Company:

Y Sole Marketing and Leasing Agreement and

fMansgement Agreemesnt

A sole marketing and leasing agreement dated 10 August 2000 was
entered into between Hanison Management Limited (“Hanison
Management”), a wholly-owned subsidiary of the Company, and CDW
Building Limited (“CDW Company™), an associate of Mr Cha Chi Ming,
the Chairman of the Company, in which Hanison Management was
appointed as the sole marketing and leasing agent of CDW Company
(which is the leasehold owner of CDW Building, a 27-storey industrial
building located at Tsuen Wan, Hong Kong) providing leasing, marketing
and other services thereto for the CDW Building for a term of one year
commencing from the date of the agreement and renewable

automatically upon expiry thereof until and unless otherwise terminated.

On the same date, Wells Estate Services Limited (“Wells Estate”), an
indirect wholly-owned subsidiary of the Company, entered into a
management agreement with CDW Company whereas Wells Estate was
appointed as the Manager of CDW Building for a term of one year
commencing from the date of the agreement and renewable
automatically upon expiry thereof until and unless otherwise terminated.
It is expected that such manager's fee to be received by Wells Estate
from CDW Company under the existing term of management agreement
(i.e. one year renewable yearly) was estimated to be less than 0.03% of
the book value of the consolidated net tangible assets of the Company

as from time to time.

The marketing and leasing agency service fee and manager’s fee received
by the Group from CDW Company for the year ended 31 March 2001
amounted to HK$0.8 million and HK$0.04 million respectively.
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Cartial Disocast of Broad Base Funs and Reviged

Participation Agresment

As reported last year, Broad Base International Limited (“Broad Base”), a
wholly-owned subsidiary of the Company, has a Participation Agreement
with Cagen Holdings Limited (“Cagen™), an associate of Mr Cha Chi Ming.
Pursuant to the agreement, Cagen acts as manager of a fund in the
amount of US$100 million which was originally placed by Broad Base
with Cagen in 1994 (“Broad Base Fund”). The appointment of Cagen as
the manager of the Broad Base Fund is for a fixed period of five years
with effect from 1 January 1997. On 23 December 1999, Broad Base
entered into an agreement with Cagen to extend the term of
appointment for a further five years from 1 January 2002 to 31 December

2006 on the same terms as set out in the above Participation Agreement.

On 9 November 2000, the Company and Broad Base entered into an
agreement with Mingly Global Holdings Limited (“Mingly Global”), an
associate of Mr Cha Chi Ming, and Cagen for disposal of its beneficial
interests in a portfolio of private, long-term venture capital and leveraged
buy-out funds (which formed part of the Broad Base Fund originally under
the management of Cagen) as to one half to Mingly Global and one half

to Cagen for total consideration of approximately HK$675.8 million.

On the same date, Broad Base, Mingly Global and Cagen entered into a
Revised Participation Agreement appointing Cagen as the manager, inter
alia, of the retained portfolio of the Broad Base Fund (the “Retained

Fund®).

The above transactions were duly approved by the shareholders at the

Extraordinary General Meeting of the Company on 2 January 2001.

Cagen is entitled to participation interest under the Revised Participation
Agreement, or the original Participation Agreement if appropriate, as

follows:

(@)  amanager's carried interest equal to 1% of the value of the

Retained Fund (or the Broad Base Fund if appropriate) (note).
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Directory interssts in contracts and connected
transactions cont o
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Cartial Disocsa! of Broad Base Funsg and Revised

Farticipation Agreement (ot

(b)  anincentive carried interest equals to 10% of the gain generated
by the Retained Fund (or the Broad Base Fund if appropriate) for
each year provided that such gain exceeds an amount which the
Retained Fund (or the Broad Base Fund if appropriate) would have
gained at the rate of the last quoted 180 days US Treasury Bill

rate plus 1% (note).

Note: The aggregate manager’s carried interest and incentive carried interest
payable to Cagen under the Revised Participation Agreement, or the
original Participation Agreement if appropriate, for any one year shall
not exceed an amount calculated by reference to 3% of the book value
of the net tangible assets of the Group as disclosed in the immediate
preceding year’s annual report.

The participation interest payable to Cagen for the year ended 31 March
2001 amounted to HK$13.6 million. No incentive interest was payable to

Cagen for the year.
Regpsirs, Renovation and Maintenance Agresment

A repairs, renovation and maintenance agreement dated 17 February
2001 was entered into between Hanison Interior & Renovation Limited
(“Hanison Interior”), a wholly-owned subsidiary of the Company, and
CDW Company, in which Hanison Interior was appointed as the
non-exclusive contractor to perform certain repairs, renovation and
maintenance works on CDW Building for a term of one year commencing
from the date of agreement and renewable automatically upon expiry

thereof.

Supervision and contractor fee on repairs, renovation and maintenance
projects received by Hanison Interior from CDW Company for the year

ended 31 March 2001 amounted to HK$0.2 million.
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Diirectory interests in contracts and connected
transaciions cont'd

As the above transactions (I) to (lll) (except in the case of entering into
management agreement by Wells Estate and partial disposal of Broad Base Fund)
will be conducted on an ongoing basis, it is considered that strict compliance
with the relevant requirements relating to such connected transactions under
Chapter 14 of the Listing Rules (“Requirements”) would be impractical. On
application by the Company, it was granted a conditional waiver from strict
compliance with the Requirements in respect of the aforesaid transactions

(“Connected Transactions”).

The directors, including the independent non-executive directors of the Company,
have reviewed the Connected Transactions described above and, having
considered the letter from the Company’s auditors in respect of the factual
findings on the Connected Transactions in compliance with the waiver granted,

confirmed that:
(A)  The Connected Transactions were:

(i) carried out in the ordinary and usual course of business of the

Group;

(i)  conducted on normal commercial terms or on terms no less
favourable than terms available to (or from) independent third

parties;

(i)  entered into in accordance with the terms of the relevant

agreement governing these transactions; and

(iv)  on a fair and reasonable basis so far as the shareholders of the

Company are concerned.
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Directory interssts in contracts and connected
transactions cont o

(B)  Inrespect of each of the Connected Transactions, the aggregate amount
of Connected Transactions within each such category for the year ended
31 March 2001 of the Company did not exceed the relevant cap amounts

(the “Cap Amounts”) stated below:

Cap Amount

ARRPRZ BN EERGSENEERE% (SR L HRAIMELAR)
3% of the latest audited consolidated net tangible assets
(or adjusted in accordance with the Listing Rules) of the Company

from time to time

ARRPRZ BN EERGSENEERE% (SR L HRAIMELAR)
3% of the latest audited consolidated net tangible assets
(or adjusted in accordance with the Listing Rules) of the Company

from time to time

ARRPRZ BN EERGSENEERE% (SR L HRAIMELAR)
3% of the latest audited consolidated net tangible assets
(or adjusted in accordance with the Listing Rules) of the Company

from time to time

In addition, during the year ended 31 March 2001, the Company disposed of
346.4 million shares in The Mingly Corporation Limited (“Mingly”) at a
consideration of HK$242.5 million to Hong Lok International Limited, an associate

of Mr Cha Chi Ming, pursuant to the privatisation plan of Mingly.

As reported last year, D.B. Properties Inc. (“DBPI”), a wholly-owned subsidiary
of the Company, and Castro Valley Properties, Inc. (“CVPI”) have agreed to
terminate an option agreement in a joint development of a property known as
The Castro Valley Ranch in Santa Clara County, California, United States of
America. CVPI has agreed to repay to DBPI the initial fee previously paid, details
of which are set out in note 22(b) to the financial statements. CVPI is an associate
of a trust, the discretionary objects of which include Mr Cha Chi Ming, the

Chairman of the Company.
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Diirectory interests in contracts and connected
transaciions cont'd

Save as disclosed above, no contracts of significance to which the Company or
any of its subsidiaries was a party and in which a director had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any time

during the year.

Sushetantial shareholders

As at 31 March 2001, the register of substantial shareholders maintained under
Section 16(1) of the SDI Ordinance shows that, other than the interests disclosed
above in respect of the directors, the Company has not been notified of any

interests representing 10% or more of the Company’s issued share capital.

Donations

During the year, the Group made charitable and other donations amounting to

approximately HK$1.6 million.

Human Resources

As at 31 March 2001, the total number of employees of the Group was
approximately 2,500 in Hong Kong and overseas (as at 31 March 2000:
approximately 2,000).

The Group ensures the design and implementation of the remuneration policy
consistent with the general principles of fairness and consistency, pay for

performance and market competitiveness.

The Group invests in people and strives to continually develop employees’ skills
and competencies for the current and future growth by providing internal

training programmes and external course sponsorship to its staff.
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Furchase, sale or redemption of listed securities

During the year, the Company redeemed all outstanding subordinated bonds in
the principal amount of HK$2,469.6 million upon their maturity in June 2000,
details of which are set out in note 27 to the financial statements. Save as
disclosed above, neither the Company nor any of its subsidiaries purchased,

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

Major customers and suppliers

During the year, the Group disposed of certain investments in securities, namely
certain portion of the Broad Base Fund and the Mingly shares, to associates of
Mr Cha Chi Ming as described in the section headed “Directors’ Interests in
Contracts and Connected Transactions”. Other than the above, the aggregate
turnover attributable to the Group’s five largest customers was less than 30%

of the total value of the Group’s turnover.

The aggregate purchases attributable to the Group’s five largest suppliers were

less than 30% of the total value of the Group’s purchases.

Pre-grmptive rights

There are no provisions for pre-emptive rights under the Company’s Articles of
Association although there are no restrictions against such rights under the laws

in the Cayman Islands.

Code of best practice

In the opinion of the directors, the Company has complied throughout the year
ended 31 March 2001 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.

Sudit commyitiee

The Audit Committee of the Board has been established since July 1998 and
currently comprises two independent non-executive directors, Mr Cheng Kar
Shun Henry (Chairman) and Mr Ronald Joseph Arculli. The Committee met three
times in the year and made its recommendations to the Board on its findings. Its
main duties include the review and supervision of the Group’s financial reporting

process and internal control systems.
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Disclosures under praciice note 19 of the
Listing Rules

As at 31 March 2001, the Group advanced to Tung Chung Station Development
Company Limited (“TCSDCL") an aggregate amount of HK$1,621.7 million
(before a provision of HK$1,367.8 million, representing the Group’s attributable
share of impairment losses of Tung Chung Project of the Group) and a guarantee
of HK$1,800 million was provided by the Group in respect of TCSDCL's banking
facilities, representing the several guarantee by the Group in respect of TCSDCL's
banking facilities of HK$6,000 million. The amount of banking facilities utilised
by TCSDCL as at 31 March 2001 amounted to HK$3,832 million.

TCSDCL is a 30% owned associate of the Group, which is engaged in the
development of Tung Chung Station Package Il Project in Lantau Island, Hong
Kong. The advances were provided by the Group in the form of subordinated
shareholders’ loans in proportion to the Company’s shareholding interest in
TCSDCL, for the purpose of funding the capital working requirements of TCSDCL.
The advances are unsecured, bear interest at the rate of HIBOR plus 2.0% to
2.5% per annum and have no fixed term of repayment. The advances together
with the accrued interest thereon are subordinated to the banks providing the

banking facilities to TCSDCL as mentioned above.

In addition, the Group also advanced to several associates at an aggregate

amount of HK$96.1 million as at 31 March 2001.

As at 31 March 2001, the aggregate amount of advances provided to, and
guarantee given for these affiliated companies by the Group, amounted to
HK$3,517.8 million and represents 55.6% of the consolidated net tangible assets
of the Group of HK$6,329.3 million as at 31 March 2001.
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MRS LT B I S R R Disclosures under practive note 19 of the

Listing Rutes (cont'd)

RIEZ-FE=-A=+-0 UWEHELRAZHEEAHEER A proforma combined balance sheet of these affiliated companies and the
ERRASEELLERE N T2 ESHANT ¢ Group’s attributable interest in these affiliated companies as at 31 March 2001

are presented below:

AEE
proforma Qrnup's
Combinad Anributabiz
Balanze Shest

HKE'M RS

assets

RBEETE Net current liabilities (322.0) (134.5)

BRREE Shareholders' deficits (2,653.7) (805.6)
WEE Auditors

AATERRRBFAG LIS REEREY « BRR A g5 Aresolution will be proposed to the annual general meeting to re-appoint Messrs
WIRFARRBMZRER Deloitte Touche Tohmatsu as auditors of the Company.

REEED On behalf of the Board

Esagm CHA Mou Sing Payson

ERE Managing Director

“EBE-fXHA-+ZH 22 June 2001
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