MNotes to the Financial Statements
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Year ended 31 December 2000
Bz —FEFEFFT_A=1+—HFE
26. MATERIAL RELATED PARTY AND CONNECTED 260 EECERBEATRBERS

TRANSACTIONS

During the year and in the normal course of business, the Group
had the following commercial transaction with Nam Fong

International Hotel Holdings Limited (the

“Hotel Holdings

Limited"), a related company which is owned and controlled by
Mr. Wong Wah and Madam Wong Siu Mui, former directors of the
Company. This related party transaction is considered to be

connected transaction under the Listing Rules:

(a)

In August 1996, the Group entered into a sub-contract
management agreement with the Hotel Holdings Limited to
acquire the property interests in Nam Fong International
Plaza, including the related setting-up and decoration
facilities, for a period of 16 years and 4 months commencing
on 1 September 1996. The consideration paid was HK$210
million in aggregate. Pursuant to the agreement, the Group
had made due payment, being the rental charges and
management fee, amounting to HK$3,335,000 (1999:
HK$41,538,000) to the Hotel Holdings Limited, the same
amount as that payable by the Hotel Holdings Limited to the
ultimate landlord, in 2000. However, in February 2000, owing
to the failure on the part of the Hotel Holdings Limited in
settling the rental charges and management fee, the landlord
of Nam Fong International Plaza petitioned to the court and
obtained judgement to terminate the lease agreement with
the Hotel Holdings Limited. Consequently, the Group could
not continue to derive revenue in connection with its
interests in the sub-contract management agreement with
the Hotel Holdings Limited. A loss of HK$273,639,000 had
been provided in the 1999's financial statements.

Other material related party transactions are disclosed in
notes 18la), (b) and 29(a).
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27. COMMITMENTS

(a) At 31 December 2000, the Group had commitments not
provided for in these financial statements as follows:

Capital commitments in respect of HEEIRZ
construction in progress BAEE
— contracted but not provided for — BB RER

Capital contributions to subsidiaries HNB AR 2 ERTE

(b) At 31 December 2000, the Group had commitments under
operating leases in respect of land and buildings to make
payments in the next year as follows:

Year ended 31 December 2000
BE-SEFEFI A=+ -HEE

27. &iE
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T
The Group
&M

2000 1999
HK$'000 HK$°000
FET FET
240,469 358,715
359,041 264,888

599,510 623,603

(b) R=ZZZZF+=ZA=+—H " K
SERERELI BT AL
NERT - FEIMNRZAEEN

T :
The Group
EE

2000 1999
HKS$'000 HK$°000
FET FHET

Leases which expire: MAOEmBRA:
Within one year —FR 338 1,329
In the second to fifth years, inclusive F-_ZEFRFA(SERAME) 2,582 426

2,920 1,755
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Year ended 31 December 2000
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28. PENSION SCHEME 28. nEEEHE

(a) The Group participates in the Mandatory Provident Fund ) AEEABEEELHAHERE
Scheme (the “MPF Scheme") for Hong Kong employees. The ST El (faﬁ%z/f?r% 1) - RBEHEE
Group's MPF Scheme contributions are at 5 per cent of the BHEENESHERIIMAE &
employee’s relevant income as defined in the Hong Kong %lﬂ’ﬂﬁéwﬁé B i ?kﬁﬂ%ﬁﬁ
Mandatory Provident Fund Schemes Ordinance. The BUARS%  HEREEEAR
employees also contribute a corresponding amount to the B i 28 51,0008 7T - 40 1l"%HE
MPF Scheme from 31 December 2000 if their relevant EMBEBEWAEAER4L000%E
income is more than HK$4,000 per month. The MPF T BZEENEER_ZZT
contributions are fully and immediately vested in the TZA=+—HERBESFEE
employees as accrued benefits once they are paid. HEEER - BESHTEELE
Contributions are charged to the income statement as they ZEANREESME - BRES
become payable in accordance with the rules of the MPF BIEGIFE - SEREESMN 2RIt
Scheme. BERTNG -
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28. PENSION SCHEME (Cont'd)

(b) Prior to the MPF Scheme being effective, the Group operated

a defined contribution provident scheme (the “Scheme") as
defined in the Occupational Retirement Scheme Ordinance
(Chapter 426 of the Laws of Hong Kong SAR). The Scheme
was for all salaried persons in the employment of the Group
in Hong Kong. The assets of the Scheme were managed by
the trustees of the Scheme. Contributions were made to the
Scheme by the Group at a rate of 3 per cent to 6 per cent of
the members’ monthly basic salaries. Members were entitled
to 100 per cent of the employers’ contributions plus
investment earnings after completing ten years of services or
more, or attaining the retirement age after any number of
years of services, or at a reduced scale of between 20 per
cent and 90 per cent after completing a period of services of
at least three but less than ten years. The unvested benefits
of employees terminating employment forfeited in
accordance with the terms of the Scheme could be utilised
by the Group to reduce the future levels of contributions. The
amounts of forfeited unvested benefits so utilised by the
Group during the year and available for the future reduction of
employers’ contributions as at 31 December 2000 were as

Year ended 31 December 2000
BE-SEFEFI A=+ -HEE
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follows:
The Group
£
2000 1999
HK$000 HK$°000
FET FET
Forfeited unvested benefits utilised N+—A=+—HIEFEARMN
to reduce contributions during the year AR ER 2 BA MR FE R = 98 69
Forfeited unvested benefits Rt+-—A=+—HagRzE
available as at 31 December BUR SRR — —
Contributions to the Rt+=ZA=+—BLLtFE
Scheme during the year

Yz el 2 H®R 52 93
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28. PENSION SCHEME (Cont'd) 28. ATEEEE (B)
(b) There were also pension scheme contributions made by the (b) AEEEEPETRZEEENES

Group during the year amounted to HK$960,000 (1999:
HK$799,000) in respect of employees of the Group in the
PRC. There were no forfeited contributions during the year
ended 31 December 2000 (1999: Nil). As at 31 December
2000, no forfeited contributions (1999: Nil) were available to
reduce the Group's contributions to the pension scheme in
future years. The pension scheme is operated by the PRC
government whereby monthly contributions based on a
percentage of the salaries of the eligible full time employees
are made by the Group.

29. MATERIAL CONTINGENT LIABILITIES

(a)

The Group has executed guarantees to three banks for
mortgage facilities granted to first buyers of certain
properties of the Group in the PRC. The utilised amounts of
such facilities covered by the Group's guarantees which also
represented the financial exposure of the Group at the
balance sheet date amounted to approximately
HK$128,313,000 (1999: HK$160,618,000), including facilities
of HK$120,932,000 which are also covered by personal
guarantees issued by Mr. Wong Wah and Madam Wong Siu
Mui, former directors of the Company. The total amount of
facilities covered by the Group's guarantees amounted to
approximately HK$357,533,000 (1999: HK$357,533,000).

The Company has executed a corporate guarantee in favour
of a bank for securing long-term bank loan HK$32,753,000
(1999: HK$32,783,000) granted to a subsidiary (note 18(a)).

Contingent liabilities in connection with the Group's
properties held for/under development are disclosed in note
13(b).
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29. MATERIAL CONTINGENT LIABILITIES (Cont'd)

30.

(d)

A total of 42 writs and 8 claims had been served against a
subsidiary in the PRC by a bank claiming the repayment of
mortgage loans granted to certain buyers of the properties of
the Group totalling HK$71,915,000 (1999: HK$71,915,000)
which were covered by the guarantees of the Group as set
out in note (a) above. The Group might be liable to pay to the
bank for the shortfall between the claimed amount and the
sales proceeds of the forfeited properties.

The directors are of the opinion that the outcome of the litigations

and claims mentioned in note {d) above will not have a material

adverse effect on the Group and no provision has therefore been

made for possible additional interest or legal costs and

consequential damages in the financial statements.

Save as disclosed above, neither the Company or any members of

the Group are engaged in any litigation or arbitration of material
importance and, so far as the directors are aware, no litigation or
arbitration of material importance is pending or threatened against
any members of the Group.

(a)

MATERIAL POST BALANCE SHEET EVENTS

In April 2001, Mr. Wong Wah and Madam Wong Siu Mui were
declared bankrupt by the High Court of the Hong Kong SAR.
Consequently, both Mr. Wong Wah and Madam Wong Siu
Mui resigned as directors of the Company.

In May 2001, a writ had been served against the Company by
a finance company claiming the repayment of a loan of
HK$17,550,000 plus accrued interest. On 16 June 2001, a
consent order was agreed by both parties by which the
Company agreed to settle the outstanding loan amount plus
accrued interest in full by installments before 15 September
2001.

29.

30.
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31. APPROVAL OF FINANCIAL STATEMENTS N ZEMERSE

EERN_22-FA-t/\B%A

The financial statements were approved by the board of directors -
BRI o

on 28 June 2001.

32. GROUP STRUCTURE - SUBSIDIARIES

Place of establishment/ Issued/ Effective Nature of
Name operation registered capital percentage holding business
zH B/ S R ERT/ERRA EhEERE ST EBHE
Direct Indirect
EE %
Brilliant Champion Hong Kong Ordinary HK$2 . 100 Dormant
Development Limited 5% EEBET fmex
TBRERARAQA
Buen Sang Enterprises British Virgin Islands Ordinary US$10,000 — 100 Dormant
Limited RERUHEE EEH10,000% T EEER
BRAERAF
Chance King Investment British Virgin Islands Ordinary US$10,000 — 100 Investment
Limited EERUES EBA%10,000% T holding
BIBREBRRA RERK
Came Field Investments British Virgin Islands Ordinary HK$10,000 — 100 Dormant
Limited EERTES EE10,000% T EEER
SEREERRA
D & L Management Limited Hong Kong Ordinary HK$10,000 — 100 Dormant
EREEERAE EE Ei@AR10,000% T EEER
Grand China Properties British Virgin Islands Ordinary US$1 100 — Dormant
Company Limited ZEBRUES LTRBIET fmex
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32. GROUP STRUCTURE - SUBSIDIARIES (Cont'd)

Place of establishment/

Name operation
ZH Al § 3.1
*Guangzhou Guang Hua The People's

Property Development Republic of China

Limited PEARLME
CBNEEREERERLA
*Guangzhou Jiannan House  The People’s

Republic of China
REARANE

Property Development
Company Limited
CEMNEEREERRERAT

*Guangzhou Sui Nan Property The People’s
Republic of China
REARLNE

Development Company
Limited
BN EEREERRERAR

*Guangzhou Xiunan Property The People’s
Development Limited
BNAEREEERAERLA

Republic of China
REARKNE

*

International Plaza
{Shantou) Limited

A EBRESOLE)
ERQE

British Virgin Islands
EERTES

Kei Chong Properties
Limited
EEIERARE

British Virgin Islands
RERTES

Issued/
registered capital

22T/ MmRA

US$4,799,000
4,799,000 7T

US$12,000,000
12,000,000E T

US$32,000,000
32,000,000% 7T

US$4,465,027
4,465,027 7T

Ordinary US$10,000
EiE/10,000% T

Ordinary US$10,000
L&/ 10,000 T

Year ended 31 December 2000
BE-SEFEFI A=+ -HEE

NR.EEEE-HBLR (B

Effective

percentage holding
EhEEsEES

Direct Indirect
BHE &
— 100
— 98.75
. 86.36
— 68.32
— 100
— 100

Nature of
business

EBHE

Property
development
NEBR

Property
development
NRER

Property
development
MEER

Property
development
NEBR

Investment
holding

REZR

Dormant
im

Eae=
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32. GROUP STRUCTURE - SUBSIDIARIES (Cont'd) N.EEEE-HWE LR (B)

Place of establishment/ Issued/ Effective Nature of

Name operation registered capital percentage holding business

a8 B/ B R B RT/EMmRA EEEZE S EBHE

Direct Indirect
BEE %

*Meizhou Nan Fong The People's US$10,400,000 — 83 Property
International Real Republic of China 10,400,000% 7T development
Estate Development REARXAME MEER
Company Limited

“ENEFEREHERE
BRRT]

Nam Fong Capital Limited  British Virgin Islands Ordinary US$10,000 — 100 Dormant
RERUES £ 10,000% T EEEx
Nam Fong Guangzhou British Virgin Islands Ordinary US$10,000 — 100 Investment
Central Plaza Limited EBRUES T 10,000% T holding
EFHERESERAA KRERK
Nam Fong Guangzhou British Virgin Islands Ordinary US$10,000 — 100 Investment
Plaza Limited EBRETHEE E@10,000% T holding
HFBEERERLAR RERK
Nam Fong Huangpu British Virgin Islands Ordinary US$10,000 — 100 Dormant
New City Limited RERTES ER10,000% T EEER
HHEBENATARLA
Nam Fong International British Virgin Islands Ordinary US$10,000 100 — Investment
Group Limited ZBRTHEE E3E10,000% T holding

EFEREEERAT
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Year ended 31 December 2000
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32. GROUP STRUCTURE - SUBSIDIARIES (Cont'd) NR.EEEB-HNEAR (B)
Place of establishment/ Issued/ Effective Nature of
Name operation registered capital percentage holding business
£ BRI 3 R B RT/EMmR A EhEEsEES EBHE
Direct Indirect
BEE %
Nam Fong International British Virgin Islands Ordinary US$10,000 — 100 Investment
Plaza (Heyuan) Limited  EBERZHEE £ 10,000% 7T holding
EFRBRERTR)ERAT REER
Nam Fong International British Virgin Islands Ordinary US$10,000 — 100 Investment
Plaza (Shaoguan) Limited EBEREZHE EE10,000% 7T holding
HHERESREERAR REER
*Nan Fong International The People's US$4,659,940 — 90 Property
(Shaoguan) Real Estate Republic of China 4,659,940 T development
Development Company ~ FEARENE MEERE
Limited
CEFEREREHERR
BR AR
Nam Fong Liwan Plaza British Virgin Islands Ordinary US$10,000 — 100 Investment
Limited ZERUEE EE0%10,000% T holding
EAHEEBERRE REER
Nam Fong Shekou Plaza British Virgin Islands Ordinary US$10,000 — 100 Dormant
Limited EERTES EE10,000% T EEER
HARAESERRE
Nam Fong Wanhao Bazaar  British Virgin Islands Ordinary US$10,000 — 100 Investment
(Meizhou) Limited ZBRUES E®0%10,000% T holding
HAERBERE(EM) REER

LN
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32. GROUP STRUCTURE - SUBSIDIARIES (Cont'd) REEEB-WEB LT (B)
Place of establishment/ Issued/ Effective Nature of
Name operation registered capital percentage holding business
a8 B/ B R BB T/EmBRAR EhERES T EBmHE
Direct Indirect
BEE &
Nam Fong Wanhao British Virgin Islands Ordinary US$10,000 — 100 Dormant
Plaza (Shenzhen) Limited EBELZEES @A 10,000% T LEex
EFERRINER AR
News Point Investment British Virgin Islands Ordinary US$10,000 — 100 Investment
Limited EBRLHE L @A% 10,0005 7T holding
FRREBRRE REREK
New Regent Enterprises Hong Kong Ordinary HK$2 . 100 Dormant
Limited EE EmRoET LEex
FEECERRRE
Oceansky Enterprises Hong Kong Ordinary HK$10,000 — 100 Property
Limited 5% E30%10,0008 7T management
XELERRAT mEER
Polyhero International Hong Kong Ordinary HK$10,000 — 100 Property
Limited 5% E®0%10,0008 7T management
EZERARAT HNRER
Santos International Hong Kong Ordinary HK$10,000 — 100 Property
Limited &% E®A%10,0008 7T management
FRERERLQE MEERE
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32. GROUP STRUCTURE - SUBSIDIARIES (Cont'd)

Name

=1

*Shantou SEZ Hong Ya
Factory Building
Development
Company Limited

IBERERREERE
HEER AT

*Shenzhen Haoye
Properties Development
Company Limited

R FRREHERE
BRRE

Stand-up Investments
Limited
BEEEERRAT

Trisum Investment Limited
EREEERRA

Wide Asia Enterprises
Limited
ERGFRERRE

* Companies not audited by RSM Nelson Wheeler.

Place of establishment/

operation

B 3L/ EE it B

The People’s
Republic of China
REARANE

The People’s
Republic of China
REARANE

Hong Kong
EE

Hong Kong
BE

Hong Kong
BE

*WHMBEREEHMTAER AT

Year ended 31 December 2000

HE-SETF+-A=1—A%%

Issued/ Effective

registered capital percentage holding

BB T/EMEAR EhEEsEES
Direct Indirect

BHE &

HK$21,666,667 — 70

21,666,667 T

RMB60,000,000 — 100

ARE60,000,0007T

Ordinary HK$10,000 — 100

¥iB/10,000 T

Ordinary HK$5,000,000 — 100

#3& 25,000,000 T

Ordinary HK$100 Non-voting — 100

deferred HK$7,000,000
LERI00ETERERE
§EIER% 197,000,000 7T

All companies operate principally in their places of establishment.
AERNAFERNESRUEEE

NR.EEEE-HBLR (B

Nature of
business

EBHE

Property
development
NEBR

Property
development
NRER

Ownership of
motor vehicles

BEER

Investment
holding

REZR

Investment
holding

REZR
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