Report of the Directors
EEREEE

The directors submit their report together with the audited financial FEERERERE_TTTF+A=1

statements for the year ended 31 December 2000. —HEFEZEERREEERNCELRIB
|E -

PRINCIPAL ACTIVITIES FEEK

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in note 32 to the financial statements.

SEGMENTAL INFORMATION

An analysis of the Group's turnover and contribution to loss from
operations is as follows:

AR/ —BREZBRAR  EXERER
ARERBEN B REMEE2-

BoEHN

ARENEXEREEEREREIINT

Contribution to loss from

Turnover operations
EEL REFBEIER
2000 1999 2000 1999
HK$'000 HK$'000 HK$°000 HK$°000
FREIT FET FHET FET
By activity BEBE

Property sales MELE 105,067 80,902 (32,158) (7,986)
Property rental S E g 33,630 92,593 13,280 36,860
138,697 173,495 (18,878) 28,874

Other expenses net  H4aBAMK
of other revenue Hib s (23,678) {1,130,736)

(42,556) {1,101,862)

AR ARENEXENEEEBL2ATE

No geographical analysis is shown as all the Group’s turnover and loss

from operations are derived from activities in the PRC. EHMG AUTESIN A KE S E D
M o
RESULTS AND APPROPRIATIONS XBERDE

The results of the Group and the state of the Group's and the
Company's affairs are set out in the financial statements on pages 30
to 36.

No dividend was proposed and paid in respect of the current financial
year.

REEMEBRARIRAEENHBMR R
TSR RMES0ES6E ©

AEETRBEMBES -
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RESERVES

Movements in reserves of the Group and the Company during the
year are set out in note 22 to the financial statements.

DONATIONS

No donations were made to charities by the Group during the year.

FIXED ASSETS

Details of movements in fixed assets of the Group during the year are
set out in note 11 to the financial statements.

INVESTMENT PROPERTIES

Details of movements in investment properties of the Group during
the year are set out in note 12 to the financial statements; whereas
particulars of major investment properties of the Group are set out on
page 25.

PROPERTIES HELD FOR/UNDER DEVELOPMENT

Details of movements in properties held for/under development of the
Group during the year are set out in note 13 to the financial
statements; whereas particulars of major properties held for/under
development of the Group are set out on pages 25 to 26.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 21 to
the financial statements.

BORROWINGS AND INTEREST CAPITALISED

Details of the Group's borrowings are set out in note 18 to the
financial statements.

During the year, no borrowing costs is capitalised by the Group in
respect of property development projects.

SUBSIDIARIES

Details of the Company's principal subsidiaries at 31 December 2000
are set out in note 32 to the financial statements.
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FINANCIAL SUMMARY MR ME

A summary of the results and assets and liabilities of the Group for AEERLAEMBERECXE  BERA

the last five financial years is set out on page 4. BZHEHNELIE °

DIRECTORS =

The directors who held office during the year and up to the date of ARERAEEREZEAREREAH AL

this report were: ZHEMESBNT

Tsang Hin Cho Acting Chairman gEs FEXR

Wong Sze Sze (appointed on 7 May 2001) Edb (BR=TZT—
TA+-REZT)

Yang Si (appointed on 1 June 2001) %52 (R—ZTZ—F
NA—BEZME)

Chen Song Sheng* {appointed on 28 February 2001) BRiEE- (R=ZTZ—F
—AZ+NBEZHE)

Chang Ling * (appointed on 28 February 2001) ES= (R=ZZTZT—F
ZAZt+NBEZME)

Chang Wei Jeng (appointed on 7 May 2001 REILE (R=ZZZT—F

and resigned on 29 May 2001) TRAtHEZAER

';j/\ AA—
FAZTNBEME)

Wong Wah (resigned on 20 April 2001) 5= (R=—ZTT—F
MA=+ BEME)

Wong Siu Mui (resigned on 20 April 2001) BN (RZZTT—F
MA=+ BEHME)

Hung Hin Cheung, Dominic (resigned on 9 September 2000) LEE (R=—ZZZT
AANBEE

Li Wai Man* (resigned on 24 May 2000) FEXF (R=ZZ2T
AR TWAEEE

Zhang Yonglin* (resigned on 24 March 2000) KR (R=Z2T
ZAZ+MBEE)

Du, Richeng (resigned on 8 March 2000) HEK (R=ZZTZT
= AN\B#EE)

*  Independent non-executive directors * BUFHTES

In accordance with Bye-Laws 86(2) and 87 of the Company, all BREBEARRFZAFIMHAIFEL6(2) R8TIE « AT

existing directors retire, and, being eligible, offer themselves for re- ENMATEAZESEIEE  HESHEEE

election. BT
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Executive Directors

Wong Wah, aged 46, the founder of Nam Fong International Group.
He has been the Chairman and President since the incorporation of
the Company. Mr. Wong graduated from Guangzhou Foreign Trade
Institute in 1978 and has a number of years of extensive experience in
trading, hotel and shopping arcade operations and property
development. He is an Honoured Professor of Guangzhou Foreign
Trade Institute. He is a member of The Youth Union of the PRC, and a
member of the Guangdong Provincial Committee and the vice-
chairman of Meizhou Municipal Committee of The Chinese People's
Political Consultative Conference. He is also a Guangzhou Honoured
Citizen, Meizhou Honoured Citizen and Shaoguan Honoured Citizen.
Mr. Wong is a director of Great Capital Holdings Limited, a substantial
shareholder of the Company. Mr. Wong resigned in April 2001.

Wong Siu Mui, aged 44, the spouse of Mr. Wong. She joined the
Group in 1986 and has since been responsible for all finance and
accounting, personnel and administration matters of the Group.
Madam Wong is a director of Great Capital Holdings Limited, a
substantial shareholder of the Company. Madam Wong resigned in
April 2001.

Tsang Hin Cho (Acting Chairman), aged 50, the head of the Group’s
project development business in Guangzhou. He has over 15 years of
experience in international trade, finance and property investment. He
started an import and export business in 1982 and was involved in
investment of property development in 1990. Mr. Tsang joined the
Group in 1992 and has since been responsible for the development of
projects in the PRC. Mr. Tsang was appointed as Acting Chairman in
May 2001.

Wong Sze Sze, aged 19, the daughter of Mr. Wong Wah and Madam
Wong Siu Mui. She joined the Group in May 2001 and is responsible
for the overall coordination and administration of the Hong Kong
office. She was educated in Singapore with majoring in Information
Technology.
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Yang Si, aged 47, was the assistant to general manager when he
joined the Group in 1996. He graduated from the University of
Zhongshan in the PRC. He has over 20 years of experience in
international trade and has extensive experience in the management
of Sino-foreign co-operative and equity joint ventures. Mr. Yang was
appointed as executive director in June 2001.

Independent Non-Executive Directors

Chen Song Sheng, aged 65, was appointed as non-executive director
in February 2001. Mr. Chen worked with the University of Zhongshan
in the PRC, where he graduated. He had been Deputy Head of the
Department of Chinese in the University of Zhongshan. He holds his
professorship in the University of Macau since 1991. Mr. Chen also
holds a number of directorships with several Chinese cultural
organisations.

Chang Ling, aged 46, was appointed as non-executive director in
February 2001. Ms. Chang, a graduate of Chinese medicine, was
employed as the nurse and anesthetist in the Nanhai City People's
Hospital. She is currently a director of an investment company and a
trading company.

Senior Management

In addition to the executive directors listed above, the Company has
the following members on its senior management team:-

Hong Kong

Ngan Sai Chung, aged 41, Deputy General Manager - Finance &
Accounts of the Group. He graduated from National Chengchi
University of Taiwan with a Bachelor of Business Administration
degree. He also holds Master degrees in Economics, Engineering and
Accounting from the University of York, University of Warwick in the
U.K. and the University of Science and Technology of Hong Kong
respectively. He has over 15 years of experience in accounting and
financial management and is a fellow of the Institute of Financial
Accountants and member of the Chartered Institute of Secretaries
and Administrators of the U.K. Mr. Ngan joined the Group in 1996 and
was appointed as Company Secretary in September 2000.
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China

Siu Hung, aged 52, Financial Controller of the Group's Guangzhou
office. She graduated from Guangzhou Institute of Foreign Languages
and has over 20 years of experience in the field of finance. Prior to
joining the Group in 1990, she worked in the accounting and finance
department of a major hotel in Guangzhou.

Hu Yongxian, aged 33, Site Engineer of the Group's Guangzhou office
since 1993. He graduated from South China University of Technology
and is a civil engineer with 9 years of working experience in the
construction industry. He joined the Group in 1993.

Chen Weiwen, aged 34, Site Engineer of the Group's Guangzhou
office. He graduated from Guangzhou University and has been
working as a civil engineer for over 10 years. He joined the Group in
1993 and is responsible for foundation and construction work of the
Group's projects. Before joining the Group, he was responsible for the
supervision of the construction progress in a construction company in
Guangzhou.

Wang Jianyong, aged 38, Structural Audit Engineer of the Group's
Guangzhou office. He graduated from Guangzhou Jinan University and
has over 15 years of working experience in the construction industry.
He joined the Group in 1994.

DIRECTORS’ INTERESTS IN SECURITIES

(1) Shares

As at 31 December 2000, the interests of the directors in the
shares of the Company, as recorded in the register maintained
under Section 29 of the Securities (Disclosure of Interests)
Ordinance (the "SDI Ordinance”) were as follows:

Name of directors EEpg
Wong Wah BE
Wong Siu Mui T/

The relevant directors are deemed to be interested in these
shares as beneficiaries of a discretionary trust holding the above
shares.
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EEREEE
(2) Options (2) REBRE
Details of share options granted to certain directors of the ENBMBREMENO)EEEALTZ
Company, pursuant to the Company’s share option scheme set RERETEN RTESZRERE
out in note 21(b) to the financial statements, are as follows: HEWMT :
Market value
at date of
Number of grant
options Date of Expiry Exercise  of options
RERE grant date price RTR#EAR
Name of directors EE REEBE RFEH [E=pr =R THEE ZhE
HK$ HK$
BT BT
Wong Wah =6 10,000,000 25/7/1997 241712003 3.20 3.375
Wong Siu Mui T 10,000,000 25/7/1997 24/7/2003 3.20 3.375
Tsang Hin Cho LE2 4,000,000 25/7/1997 24/7/2003 3.20 3.375
Hung Hin Cheung,

Dominic LEE 3,000,000 25/7/1997 24/7/2003 3.20 3.375
Save as disclosed above, at no time during the year was the B Bl Ah - 5 R e B RS A A Bl EL
Company or its subsidiaries a party to any arrangements to enable BLREMEELEMNTY  BEARAZE
the directors of the Company to acquire benefits by means of the BRHEARDENEMEMEAEE 2R

acquisition of shares in, or debentures of, the Company or any hkEHFMER -
other body corporate.

As at 31 December 2000, other than under the share option RZZZEZFFA=+—H  BIRERE
scheme pursuant to which options have been granted to certain BB EIARTFHNES 2 REREN - &
directors, none of the directors or their spouses or children under EBEEYHERBHE T \FEU T2 FRER
18 years of age had been granted any right to subscribe for any FRABERREEMMES -

shares of the Company.

Save as disclosed above, none of the directors had any other BREAMEEEI) HEEERAREEE
interest in the shares of the Company which had been entered in BaBiE-TNGEF LML EERD
the register kept by the Company pursuant to Section 29 of the CHMRERE -

SDI Ordinance.

No options were exercised and 23,000,000 share options were BEARSHIL  TEIREREBITERS
lapsed upon the resignations of directors up to the date of this #£23,000,00008 R EE R E E SRR
report. 84 o
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DIRECTORS’ INTERESTS IN CONTRACTS

(1) During the year, the Company and its subsidiaries have entered
into various contracts (as listed out in note 26 to the financial
statements) with companies in which each of Mr. Wong Wah and
Madam Wong Siu Mui had a material direct shareholding interest.
In the opinion of the independent non-executive directors of the
Company, these transactions were carried out on normal
commercial terms and in the ordinary course of business.

(2) Save as disclosed above, no contracts of significance in relation
to the Group's business to which the Company or any of its
subsidiaries was a party, and in which any director had a material
interest, subsisted at the end of the year or at any time during the
year.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2000, as far as the directors are aware, the
interests of the substantial shareholders in the shares of the Company
were as follows:

Name of shareholders

REER
Great Capital Holdings Limited (“GCH") Note (1) Btz 1

Guangdong Investment Limited ("GDI") Note (2)
EBKRERRAE([BEKRE]) HFH2

Guangdong Enterprises (Holdings) Limited ("GDE") Note (3)
EBPE(RE)BERRAB([EERE]) I3

Note:

(1) The shares in which GCH are shown to be interested are also included in
the shares in which the former directors, Mr. Wong Wah and Madam
Wong Siu Mui, are shown to be interested.

(2) GDI is the controlling shareholder of Yue Sheung Finance Limited which
holds 20,000,000 shares in the Company. GDI directly holds 116,000,000
shares in the Company.

Nam Fong International Holdings Limited Annual Report 2000

EEREHNZER

(1

RER  AREARENBARHHEE
ERERTNERLTEREREZ LR
BEEHEELRAFTLZEAN (L
BIRSHE26M7) - BARRBULIE
RTESECER HERHNERAER
BIRFHT

B ERESN  NEREMEE  EAE
ERENAATLEHBR D LA
AEBEHAN EAANPEFEA
s -

BRAEzETERES

W-_ZTTE+-_A=+—R UEERH

%ﬂ )

TERRAARE RGP 2 ESNOT

Number of shares
% 4 8 B
456,436,000

136,000,000

443,882,000

Bt

(1)

GCHFEB 2RI MERERNESHELL
BE/NMERLFERZRIDA -

BB T5H5A A2 520,000,000 i 15 2
BRAUPKERAB ZERKR - BEHRER
A RA F1116,000,00008 B3 15 o




Report of the Directors
EEREEE

(38) GDE is the controlling shareholder of GDI which beneficially holds
136,000,000 shares in the Company. GDE directly holds 303,936,000
shares and indirectly holds 3,946,000 shares through Guangdong Credit
Limited ("GCL") in the Company. In February 2001, the Company was
informed that all the shares held by GDE have been transferred to
Guangdong Assets Management Limited ("GAM"). The ultimate
controlling shareholder of GDI, GCL and GAM is Guangdong Yue Gang
Investment Holdings Company Limited.

On 16 May 2000, the Company was informed by GCH that a total of
291,436,000 shares of the Company had been pledged to secure the
banking facilities for their private group of companies.

Save as disclosed above, at 31 December 2000, the Company had not
been notified of any interest (other than that of the directors as
disclosed above) amounting to 10% or more of the issued share
capital of the Company required to be disclosed pursuant to the SDI
Ordinance.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's Bye-
Laws or the law in Bermuda.

SERVICE AND MANAGEMINET CONTRACTS

There is no service contract, which is not determinable by the
Company within one year without payment of compensation (other
than statutory compensation), in respect of any director proposed for
re-election at the forthcoming annual general meeting.

Details of contracts of significance for the provision of services by
related parties are set out in note 26 to the financial statements.

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

During the year, neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s listed securities.

(3) BEMXTIEHRERAANRA136,000,000/%
Befnz BGIRE 2 ERBR - B XEHE
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MAJOR CUSTOMERS AND SUPPLIERS

The percentage of turnover and purchases attributable to the Group's
major customers and suppliers for the year are as follows:

Turnover: HE -
The largest customer BARF
Five largest customers combined AAREFAR
Purchases: BREE -
The largest supplier RAMED
Five largest suppliers combined AAHETAT

None of the directors and their associates or any shareholder {(who to
the best knowledge of the directors, own more than 5% of the
Company's share capital), had interest in the above customers and
suppliers at any time during the year.

PENSION SCHEME

Particulars of the Group's pension scheme are set out in note 28 to
the financial statements.

POST BALANCE SHEET EVENTS

Details of material post balance sheet events are set out in note 30 to
the financial statements.

AUDIT COMMITTEE

The Company has established an audit committee in 1999 with
written terms of reference based on the guidelines set out in "A
Guide for The Formation of An Audit Committee” published by the
Hong Kong Society of Accountants.

The primary duties of the audit committee are to review and
supervise the financial reporting process and internal control
procedures of the Group. The audit committee comprised Mr. Zhang
Yonglin, independent non-executive director, Madam Wong Siu Mui
and Mr. Ngan Sai Chung.
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Mr. Zhang Yonglin resigned during the year and Madam Wong Siu Mui
resigned subsequent to the balance sheet date. Mr. Chen Song Sheng
and Ms. Chang Ling, independent non-executive directors, joined the
audit committee in February 2001.

CODE OF BEST PRACTICE

The Code of Best Practice has been complied with by the Company
throughout the year ended 31 December 2000 except that non-
executive directors were not appointed for a specific term as
recommended under the Listing Rules in Appendix 14 Guidelines.

AUDITORS

RSM Nelson Wheeler retire, and, being eligible, offer themselves for
re-appointment. A resolution for the re-appointment of RSM Nelson
Wheeler will be put at the forthcoming Annual General Meeting.

On behalf of the board

Tsang Hin Cho
Acting Chairman

Hong Kong, 28 June 2001
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