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RESULTS OF THE GROUP

For the year under review, the Company and its subsidiaries
(collectively the “Group”) achieved a net profit after tax of HK$371
million, of which approximately HK$36.9 million (representing 10%
of the net profit after tax) was derived from share of profits from
the Group’s associated companies, namely 21.4% (formerly 20%)
share of China Everbright Bank Company Limited, 49% share of
Everbright Securities Company Limited, 20% share of International
Bank of Asia Limited and 35% (formerly 20%) share of Standard
Life (Asia) Limited. Out of the remaining profit, approximately
HK$55.7 million (representing 15% of the net profit after tax) was
derived from partial disposal of the Group’s investment in China
Mobile (Hong Kong) Limited and approximately HK$271 million
(representing 73% of the net profit after tax) was derived from
payment received in partial satisfaction of the judgment awarded
in favour of the Company in its claim against Mr. Ch’ng Poh.

REVIEW OF OPERATIONS
(A) Banking Business

For the year under review, the Group’s 21.4% owned China
Everbright Bank Company Limited (“Everbright Bank”)
recorded a profit after tax of HK$20 million (representing a
decrease of 96% from last year). This contributed a profit
after tax of HK$4 million to the Group. The significant decrease
in Everbright Bank’s profit was primarily due to increase in
provisions including provisions on foreclosed assets acquired
from China Investment Bank in 1999, and a cautious provision
approach taken by the management in response to policy
changes in the banking sector.

As at the end of year 2001, Everbright Bank achieved loan
and deposit growth of 39% and 37% respectively. The Bank’s
total assets, deposit and loan values reached approximately
HK$237 billion, HK$189 billion and HK$114 billion
respectively.
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REVIEW OF OPERATIONS (continued)

(A) Banking Business (continued)

Everbright Bank recorded a net interest income of RMB4.3
billion for the year, an increase of 31% compared to last
year. The continuous reinforcement of risk control measures,
coupled with increased efforts in bad debt recovery works,
the overall quality of Everbright Bank’s loans has shown
improvements.

As at the end of year 2001, Everbright Bank is operating
under 30 direct branches and 316 banking offices in 30
provinces/cities and autonomous regions in the PRC with a
representative office in Hong Kong.

Year 2001 marked a breakthrough in Everbright Bank’s
electronic banking system development. Everbright Bank
introduced a “one counter-through” real time clearing system
for the bank’s corporate clients. This system provides
significant benefits in enlarging Everbright Bank’s customer
loan and deposit base. With the advance of the banking
system together with major efforts in improving Everbright
Bank’s branch network operations, which includes areas such
as asset and liability management, credit and risk control,
loan approval and control procedures, Everbright Bank has
established a solid foundation for its future development.

Everbright Bank completed a rights issue in September 2001
with positive response and support from the shareholders.
Taking into account the partial proceeds raised in year 2000,
Everbright Bank has raised a total of RMB6 billion
(approximately HK$5.7 billion) from the rights issue. The rights
issue has greatly strengthened the capital position of
Everbright Bank, and the proceeds from the rights issue will
principally be used for business expansion, which includes
general up-grade of branch network facilities, development
of electronic banking system and development of non-interest
income business with particular emphasis on consumer
lending and intermediary business.
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REVIEW OF OPERATIONS (continued)

(A)

(B)

Banking Business (continued)
International Bank of Asia Limited

The Group’s 20% owned International Bank of Asia Limited
(“IBA”) has achieved encouraging results during the year under
review. IBA has recorded an after tax profit of HK$295 million
and contributed a profit after tax of HK$59 million to the
Group, representing an increase of 21% compared to last
year.

Investment Banking Business

During the year under review, the China securities market
experienced a difficult time due to significant reduction in
volume of securities trading and major correction in the A
shares market. Naturally, the 2001 results of Everbright
Securities Company Limited (“Everbright Securities”) was
significantly affected. Everbright Securities has achieved a
total income of HK$879 million including commission income
of HK$465 million, underwriting income of HK$120 million
and investment income of HK$86 million. Everbright Securities
recorded a profit after tax of HK$1.8 million. The Group’s
49% share of Everbright Securities’ profit after tax amounted
to HK$0.88 million.

During the year under review, four new branches were
established resulting in a total of 47 branches as at the end
of the year. In 2001, Everbright Securities ranked the second
as principal underwriter in placement deals. In terms of total
capital underwritten, Everbright Securities ranked the eighth.
In the year 2000 Principal Underwriter Assessment of The
Securities Association of China, Everbright Securities ranked
the third. The market share of Everbright Securities in A share
and B share were 1.59% and 1.95% respectively in year
2001.

EBEE(E)

(A)

(B)

RITHEY (F)

ERBIRIRTT B R 2 5]

RZEZT—F FEBEFE20%RKRIER
BEBBETERANSES ATE
MEE HEFBER20EEBIL A
AN B B B 495,9008 78 TR A FIE
WEFEIN21% ©

RERT

—EE—FRFPEESFMIBERFN—
F HEBARINXERBEL I
SN ARSI X F R B RIB AR - A
EERBA%EENHARLESFBERE
FRAR ([HKRILFH]) ML I ER @
PHEIFE -SRI FEREERA
8.79EB T AP BERE&KA4.65E
BT BHEWA1 208 B T RIE WA
0.861B B L KX KL H BB & B
1808 B L W AASEBEHR88E TH
& FH .

RZZBT—F K RAFHIE TIRE
R EEEPIBEEITIR- KK
MHEFEARBREIBEHEEMER S
E2EEE - HEEECERER
EHREH S EHEEREERE N\ EF
EEAEBEAMN_SZTTFEHK
HEEEZTTREIERE = -RAR
LBz Z R mHBEEES A A1.59%
K21.95% ©



REVIEW OF OPERATIONS (continued)

(B)

(©)

Investment Banking Business (continued)

For the purpose of reinforcing its operational capability and
expanding its business development in mainland China,
Everbright Securities has proposed to increase its registered
capital from RMB500 million to RMB2,600 million. Out of the
total increase in capital of RMB2,100 million, RMB985 million
will be transferred from the reserve of Everbright Securities
with the balance of RMB1,115 million to be contributed by
the shareholders of Everbright Securities. Funds raised will
be used primarily for further developing the brokerage,
investment banking and asset management business of
Everbright Securities. In order to maintain the Company’s
49% interest in Everbright Securities, the Company will make
capital contribution in the sum of RMB546 million
(approximately HK$515 million) to Everbright Securities. Such
contribution will be paid out of internal resources of the Group.
The Group will still have sufficient working capital for its
operation after having made the aforesaid capital contribution.
The Group is confident that with the additional registered
capital, Everbright Securities will be able to position itself for
further business development and meeting the challenges
ahead with a view to achieving greater success and growth.

Insurance

The joint venture life insurance company established jointly
with The Standard Life Assurance Company has completed
its second year of operation according to plan. Insurance
business is considered as one of the Group’s core business,
therefore the Group will continue to develop insurance
business in Hong Kong and China.
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REVIEW OF OPERATIONS (continued)

(D) Other Income

China Mobile (Hong Kong) Limited

Due to the unfavourable market price of China Mobile (Hong
Kong) Limited (“China Mobile”) shares and the rich cash level
of the Company during the year, profit from disposal of the
China Mobile shares for the year reduced to HK$55.7 million,
compared to last year’s HK$1 billion. The Company held
approximately 50 million shares in China Mobile as at year
end.

Action Against Ch’ng Poh

The Court of Appeal dismissed unanimously the appeal of
Mr. Ch’ng Poh against the judgment awarded by the Court
of First Instance in favour of the Company. The judgment
sum payable by Mr. Ch’'ng Poh to the Company was
approximately HK$336 million as at the date of the judgment
of the Court of First Instance. A sum of approximately HK$271
million has been received and recognised as income in the
Group’s consolidated results for the year under review. Mr.
Ch’ng has filed an appeal against the judgment of the Court
of Appeal to the Court of Final Appeal.

FINANCIAL POSITION

As at 31st December, 2001, the net assets of the Group were
approximately HK$5.54 billion, with cash on hand of approximately
HK$1.34 billion. Apart from trade liabilities in the ordinary course
of business, the Group’s major liability is the convertible notes
issued to China Everbright Holdings Company Limited in 1999 in
relation to the acquisition of Everbright Securities which has an
outstanding principal amount of HK$250 million as at 31st
December, 2001. The Group also held approximately 50 million
shares in China Mobile.
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THERRES

EMPLOYEES

As at 31st December, 2001, the number of employees of the
Group was 84. Discretionary year end bonus may be paid to
employees based on individual performance. Other benefits to
employees include medical insurance, retirement scheme and
training programmes. Directors of the Company and full time
employees of the Group may be granted share options to subscribe
for shares in the Company in accordance with the terms and
conditions of the share option scheme approved by the Company
at an extraordinary general meeting held on 27th September, 1996.

PROSPECTS

The financial market of 2001 was dominated by changes and
volatility. Nevertheless, policy reforms and changes implemented
in the financial market in 2001, particularly in the securities market,
has provided a solid foundation for the healthy development of
financial market in China for many years to come.

China’s accession to the World Trade Organisation in 2001 will,
no doubt, not only accelerate economic activities in PRC but will
also accelerate the reform of state owned enterprises. The Group’s
banking and securities operations, with their proven track records,
are well positioned to be benefited from these positive economic
activities and market reforms.

China Everbright Limited A B ¢ K % fix 4 NI

’E

AEER_ZTT-—F+_A=+—B#H
EBE8AZ -AEEREE ZERKRIR BFE
M & B B MIEAL- B T4 Fl 7n B 18 B & AR
B RARET B RIBIF B -ARBEER S
BEEBAREBEARRANR-ANARNFLAZ
TEABRRFRAE LRMZRBIRET S
ZIHERRIGEERBREARBARF 2
Bt

RE

—EE-FHNEMMERZREE LN B
TEBEML —FE-FEHEAAERMS
LEEESZMISTE BB — R B
NERED SERNSET SRR REE
RETTRENRE

PER T -FNAERESAEL TE
RETHENKE LY TREMRTEE
ERONESR-BEAEBRTRESFF
BRRFER AEBK A MR ERLER
BTSN ERGROER BB F XK
MR-



Chief Executive Officer’s Report

THRBHREE

PROSPECTS (continued)

With the global economy clouded by uncertainties in its recovery
prospects and the current difficulties experienced by the Hong
Kong economy, year 2002 will certainly be a challenging year for
the Management and staff of the Group. In pursuit of the Group’s
mission of developing itself into a substantial conglomerate, the
Group will endeavour its management efforts in positioning the
Group’s business by developing market-oriented operations in
order to stay competitive, continuously taking responsible and
cautious approach in provisioning policy so as to improve its asset
quality, and to utilise the immense business opportunities in the
China financial market with a view to expanding its business.
Creating business synergy and opportunity between the banking,
securities and insurance businesses within China Everbright Group
is an important strategy to achieve the Group’s mission. In addition,
the Group will actively seek opportunities in the financial sector
so as to achieve growth and return for our shareholders.

Finally, | take this opportunity to express my gratitude for the
support of the public, the members of the Board and the staff
members of the Group, without which it would not be possible for
the Group to achieve the 2001 results. | will, together with all
those who are interested in the Group, continue to contribute to
the growth and development of the Group.

Guo You
Chief Executive Officer

Hong Kong, 27th March, 2002
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