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Report of the Directors EE g ik &

The directors have pleasure in submitting their annual report together
with the audited financial statements for the year ended 31 December
2001.

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 14 on the financial statements.

The analysis of the principal activities and geographical locations of
the operations of the Company and its subsidiaries (the “Group”) during

the financial year are set out in note 12 on 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 respectively during

the financial year is as follows:

The largest customer BREF

Five largest customers in aggregate HREF &5
The largest supplier o K L E T
Five largest suppliers in aggregate TR BEER &5

Two of the major suppliers, Sino State Industries Limited and China
Everbright Trading Development Company Limited, are wholly owned
subsidiaries of China Everbright Holdings Company Limited (“CEH”),
the Company’s ultimate holding company. Save as the above, at no
time during the year have the directors, their associates or any
shareholder of the Company (which to the knowledge of the directors
owns more than 5% of the Company’s share capital) had any interest
(as defined in the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited (“Listing Rules”)) in these

major customers and suppliers.
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CONNECTED TRANSACTION

In accordance with the terms of a discloseable and connected transaction
duly approved by the shareholders of the Company at an extraordinary
general meeting on 29 June 1999, the Group acquired the entire issued
share capital of, and the shareholder’s loan to, Sino Villa Holdings
Limited (“Sino Villa”) at a consideration of HK$142,000,000 from
CEH. Sino Villa holds certain commercial properties and carparks in

the PRC. The transaction was completed in December 1999.

As CEH was unable to obtain a real estate ownership certificate in
respect of the carparking spaces under the name of Sino Villa, the
Company has exercised the option to transfer the interest of the
carparking spaces to CEH at the agreed price of HK$9,700,000 in
accordance with the agreement. The transaction constituted a connected
transaction as defined by the Listing Rules and was announced by way

of a press announcement by the Company on 15 March 2001.

MAJOR TRANSACTION

On 15 June 2001, the Group entered into a conditional agreement with
Shanghai Construction (Group) General Corporation, a state-owned
enterprise established under the laws of the PRC, in relation to the
disposal of 114,000,000 shares in Hong Kong Construction (Holdings)
Limited (“HK Construction”), representing approximately 22.45% of
its issued share capital for a cash consideration of HK$189,240,000.
The transaction constituted a major transaction as defined by the Listing
Rules and was announced by way of a press announcement by the
Company on 15 June 2001. Details of the transaction have been
included in the circular to shareholders dated 6 July 2001. On 20 June
2001, the Group further sold 3,000,000 shares in HK Construction to
Vickers Ballas Hong Kong Limited for a cash consideration of
HK$3,570,000. After the completion of these transactions in June and
July 2001 respectively, the Group held approximately 10% interest in

HK Construction as long term investment.
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FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 December 2001 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 32 to 104.

The directors do not recommend the payment of any dividend in respect

of the year ended 31 December 2001.

FIXED ASSETS

Details of the movements in fixed assets during the year are set out in

note 13 on the financial statements.

SHARE CAPITAL

Details of share capital of the Company are set out in note 25 on the

financial statements.

RESERVES

Details of the movements in reserves of the Group and of the Company

during the year are set out in note 26 on the financial statements.

DIRECTORS

The directors during the financial year and up to the date of this report

were:

Executive directors

Wang Mingquan, Chairman
Chen Xiaoping, Chief Executive Officer
(appointed on 30 August 2001)
Fan Yan Hok, Philip, General Manager
Wang Zhongze
(resigned on 12 September 2001 and re-appointed
on 19 December 2001)
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DIRECTORS (continued)

Executive directors (continued)

Yeung Chi Wai, Jason

(resigned on 9 July 2001)
Yi Zhenqiu

(resigned on 8 August 2001)
Zhu Yanlan

(resigned on 30 August 2001)
Zhang Weiguo

(resigned on 19 December 2001)

Independent non-executive directors

Sir David Akers-Jones
Lee Ka Sze, Carmelo
Li Kwok Sing, Aubrey

In accordance with articles 73, 77, 78 and 79 of the Company’s Articles
of Association, Messrs Chen Xiaoping, Wang Zhongze and Li Kwok
Sing, Aubrey retire from the board at the forthcoming annual general

meeting and, being eligible, offer themselves for re-election.

The independent non-executive directors are subject to retirement in
accordance with the Company’s Articles of Association as indicated

above.

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 or any of its subsidiaries within one year without

payment of compensation, other than normal statutory obligations.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN
SHARES

At 31 December 2001, no director nor chief executive of the Company
had any beneficial interests in the issued share capital of the Company,
its holding company, subsidiaries and other associated corporations
(within the meaning of the Securities (Disclosure of Interests)
Ordinance) as recorded in the register required to be kept under section

29 of the Securities (Disclosure of Interests) Ordinance.

SHARE OPTION SCHEME

The Company has a share option scheme which was adopted on 30
September 1993 whereby the directors of the Company are authorised,
at their discretion, to invite employees of the Group, including directors
of any company in the Group, to take up options to subscribe for
shares of the Company. For options granted before 1 September 2001,
the exercise price of options was determined by the board and was the
higher of the nominal value of the shares and 80% of the average of
the closing prices of the shares on the Stock Exchange of Hong Kong
Limited (“the Stock Exchange”) for the five business days immediately
preceding the date of the grant. For options granted on or after 1
September 2001, the exercise price of options is the highest of the
nominal value of the shares, the closing price of the shares on the
Stock Exchange on the date of grant and the average closing price of
the shares on the Stock Exchange for the five business days immediately
preceding the date of grant. The options are exercisable six months
after the date on which the options are granted for a period up to ten

years or 29 September 2003, whichever is earlier.

The maximum number of shares in respect of which options may be
granted under the share option scheme may not exceed 10% of the
issued share capital of the Company as at the date of approval of the
scheme, excluding any options lapsed in accordance with the terms of

the scheme.
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SHARE OPTION SCHEME (continued)

No option may be granted to any employee which, if exercised in full,
would result in such employee becoming entitled to subscribe for such
number of shares and when aggregated with the total number of shares
already issued and remaining issuable to him under the share option
scheme, would exceed 25% of the aggregate number of shares for the
time being issued and are issuable under the share option scheme. The
offer of a grant of share options may be accepted within 28 days from
the date of the offer with payment of consideration of HK$1.00 by the
grantee. Each option gives the holder the right to subscribe for one
share at the relevant exercise price. The Stock Exchange amended the
requirements for share option schemes under the Listing Rules. The
new requirements have come into effect from 1 September 2001 and
make some of the provisions of the share option scheme no longer
applicable.

Report of the Directors # & & # 15

BRARARESE (&)

ik 32 H 8 55 o8 I HE T AT o] 8 Bt & HAE &
T A7 o8 5 T 0 2 B B > o AR 4 O
AR HE R O BT S AR A B AT T H
73 48 BORE 8 AR 2 4 5T R M wH ) IRE 8%
17 B Al AT 2 My M 25 % - RIS R A
IR 8 515 W S HEE o AR R N T A B A R R
ARANRLEEF LRSS Fietrdiie Tl S RN 3
A5 5 1.0070 1 J AQAH o 5 B 8 50 R0 B i A
TR ARER] > Al 3% A7 B A7 B R B — %
FBe A7 o B 52 JoT 2L A AT i R R A ) B e R i
HHE ARZHREC A - FF—FN1
H— B AR A B TR et ) 2 5 T
BRAEC AR -

During the year, no option has been granted, exercised nor cancelled.  Ji& 4F & (A > il #E 52 ) ~ 47 (1 8 3 &5 4F o] (& 55
R e HE o
At 31 December 2001, the directors and employees of the Company JA_EFEX—4HF+-H=1T—H - KA R#EZE
had the following interests in options to subscribe for shares of the K IR B#EH NIE LR R R _FF
Company (market value per share at 31 December 2001 is HK$0.31). — T A=+ H2ZERTE BT
0.317T) °
No. of Market
options No. of value per
outstanding No. of options share at
at the options  outstanding Price per date of
beginning lapsed at the share on grant of
of the year during year end Period during exercise options
LML P S the year FHER which options of options REZX
fiEe FREXZ TR Date exercisable TEEL RARE
BEARE BEIAKE ELIRE granted BrRARE RRERZ REEHZ
¥R #A R R4 A M TS BREK SRYE
Directors
Ex
Fan Yan Hok, E{°# 2,000,000 - 2,000,000 1 November 1 May 1998 to HK$2.23 HK$2.85
Philip 1997 29 September  WE#2.2370 W #2.8570
—fAEE 2003
+—A—H — &
TH—H=E
—FLZE
AAZ+ A
Yi Zhenqiu g 4k 3% 6,417,000 - 6,417,000 6 September 6 March 1998 to HK$5.22 HK$6.15
(note (i) (fftiE (i) 1997 29 September ¥ ¥%5.2000 W ¥6.157C
— Lt 2003
JUAAH —NE
ZARAZE
—EFE=HF
AAZ+ A



Report of the Directors # & & # 15

SHARE OPTION SCHEME (continued)

No. of
options
outstanding
at the
beginning
of the year
FHE K
e
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Directors (continued)
EE (4)
Yeung Chi Wai, #E 8 926,900
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SHARE OPTION SCHEME (continued)

No. of
options
outstanding
at the
beginning
of the year
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(i) The options of 6,417,000 previously granted to Mr Yi Zhenqiu (a (i)
director resigned on 8 August 2001) were lapsed in February 2002.

(ii) The options of 2,926,900 previously granted to Mr Yeung Chi Wali, (ii)
Jason (a director resigned on 9 July 2001) were lapsed in January

2002.

(iii)

The options of 5,704,000 previously granted to Mr Chen Dagang (a

(iii)

director resigned on 11 August 2000) were lapsed in February 2001.

(iv) The options of 1,426,900 previously granted to an employee were lapsed (iv)

in July 2001 since the grantee ceased to be employee of the Company.
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SHARE OPTION SCHEME (continued)

Apart from the foregoing, at no time during the year was the Company,
any of its holding companies, subsidiaries or fellow subsidiaries a
party to any arrangement to enable the directors or chief executive of
the Company or any of their spouses or children under eighteen years
of age to acquire benefits by means of the acquisition of shares in or

debentures of the Company or any other body corporate.

SUBSTANTIAL INTERESTS IN THE SHARE CAPITAL OF THE
COMPANY

The Company has been notified of the following interests in the
Company’s issued shares at 31 December 2001 amounting to 10% or

more of the ordinary shares in issue:

CEH (Note) e RAE M (FfE)

Note: Out of the 1,758,595,910 shares, 1,758,215,910 shares are held by
Guildford Limited (“Guildford”). Guildford is owned as to 55% by
Datten Investments Limited (“Datten”) and the remaining 45% by CEH.
Datten is wholly-owned by CEH. The remaining 380,000 shares are
held by Everbright Investment & Management Limited (“EIM”) a
wholly-owned subsidiary of CEH. Accordingly, CEH is deemed to be
interested in the 1,758,215,910 shares held by Guildford and the 380,000

shares held by EIM.

Save for the shares referred to above, no person or corporation had
any interest in the share capital of the Company as recorded in the
registers required to be kept under section 16(1) of the Securities

(Disclosure of Interests) Ordinance.
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DIRECTORS’ INTEREST IN CONTRACTS

No contract of significance to which the Company, or any of its holding
companies or subsidiaries or fellow 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.

Woo, Kwan, Lee & Lo, a firm of solicitors of which Mr. Lee Ka Sze,
Carmelo is a partner, rendered professional services to the Group during

the year and received normal remuneration for such services.

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.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Company and
the Group as at 31 December 2001 are set out in notes 21, 22 and 23

on the financial statements.

FIVE YEAR 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 pages 105 and 106 of the

annual report.

PROPERTIES

Particulars of the major properties of the Group are shown on pages

107 and 108 of the annual report.
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RETIREMENT SCHEMES

The Company provides retirement benefits to all local eligible
employees under an approved defined contribution provident fund (“the
ORSO Scheme”). The ORSO Scheme is administered by trustees, the
majority of which are independent, with its assets held separately from
those of the Company. The ORSO Scheme is funded by contributions
from employees and employers at 5% each based on the monthly
salaries of employees. Forfeited contribution may be used to reduce

the existing level of contribution by the Company.

As from 1 December 2000, the Group also operates a Mandatory
Provident Fund Scheme (“the MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for employees employed
under the jurisdiction of the Hong Kong Employment Ordinance and
not previously covered by the ORSO Scheme. The MPF Scheme is a
defined contribution retirement scheme administered by independent
trustees. Under the MPF Scheme, the employer and its employees are
each required to make contributions to the scheme at 5% of the
employees’ relevant income, subject to a cap of monthly relevant income

of HK$20,000.

The employees of the subsidiaries in the PRC are members of the
retirement schemes operated by the local authorities. The subsidiaries
are required to contribute a certain percentage of their payroll to these
schemes to fund the benefits. The only obligation of the Group with
respect to these schemes is the required contributions under the

schemes.

The Group’s total contributions to these schemes charged to profit and
loss account during the year ended 31 December 2001 amounted to
HK$2,253,000.
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FINANCIAL ASSISTANCE TO ASSOCIATE AND JOINTLY
CONTROLLED ENTITY

At 31 December 2001, the Group provided the following financial

assistance to associate and jointly controlled entity:

Name of company

CIEE:

Fuzhou Guang Min Road and

A8 N O B B A

Bridge Construction & % B A PR A
Development Company ([ R EEAG 1)
Limited (“FGM”) (Note 1) (Bt it —)

Hong Kong Shanghai BB A BRA A
Development Company ([EEEERE])
Limited (*HKSD”) (Note 2) (Bt =)

FGM is a sino-foreign co-operative joint venture between Greenway
Venture Limited (“Greenway”, a 80% owned subsidiary of the
Company) and a PRC party. Under the relevant sino-foreign co-operative
joint venture contract, Greenway is responsible for making contribution
to FGM all the total investment (including FGM’s registered capital)
for the construction of a toll road and bridge in Fuzhou whilst the PRC
party is only responsible for providing various services and assistance

HKSD, a company incorporated in Western Samoa with limited liability,
is a joint venture company between the Company and three other
independent third parties. The Group made the above advances and
guarantee to HKSD in the proportion to the Group’s interest in HKSD,

Notes:
(1)
to FGM.
@)
i.e. 25% of the issued share capital of HKSD.
3

The Group’s advances to FGM and HKSD are unsecured and interest
free.

MBEELARRE
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ENRRMAMBEB

all

MEFT T = Ho AR M

R LGB AR BT BB B

Outstanding

committed

Corporate capital

Advances guarantee injection

2&EE

B% DAER RKRAZEZEE

HK$’000 HK$’000 HK$’000

T T T T T T

357,821 Nil 805,752

486,909 88,979 Nil
Bt it

0

)t [ ¥ 4% J9 Greenway Venture Limited
([ Greenway | » A 28 W ¢ 7 80% M 4 2 Kt
J& AW ey A NS 2 AN G ERS
B RIEA B I EERERES
6] » GreenwayZH £ T ] Y [ B& A% 1 A BT
BTG (R OLM BT 2 sE M EA) DL
7 0 T AR M B Wi A B B A o i R T A
N ZE B 1 O ) B A R 8t A AR S
ST )

U8 B R T — 0% VU I R A A o 2
A7 R T H R AR R B A = AR S AR
= H L2 A T o AR AR [ LR o
B J T A HE 2 LU ] 1) 98 Y B R R 3 B
Ko mAfE 4R - B o VE 8% R O B AT AR 2
25%-°

7 A1 T 1 ' ) B AR % o VR R AR I 2
7 M K e
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FINANCIAL ASSISTANCE TO ASSOCIATE AND JOINTLY
CONTROLLED ENTITY (continued)

The above advance made to HKSD was for its working capital purposes
and has no maturity date for repayment. The corporate guarantee given
were in respect of banking facilities utilised by HKSD for working

capital purposes.

The source of funding for such advances and for the committed capital
injection is by way of the Group’s internal funding and bank

borrowings.
Save as disclosed above, the Group has no other matters to disclose

under the provisions of Practice Note 19 of the Listing Rules.

Proforma unaudited combined balance sheet of FGM and HKSD is set

out as follows:

Fixed assets (Note 1) EEEE (Mfait—)

Current assets I B & E

Current liabilities AR

Long term liabilities (Note 2) A& (M=)
Minority interests D BB R AE 4

Net assets B A

Notes:

(1) Fixed assets mainly comprise investment properties, property under

development and construction in progress.

(2) Long term liabilities mainly comprise bank loans and loans from
shareholders.

o}
&
IS
!
all

Reg A ARRHEMBER

T

=
ﬁﬂ?&
S~—

Al i v VB R R I 2 RGO AE
a2 o W R FI R - B 2 A R
RGN EREERIBMELEELES 2
AT -

ZEBRRROCREZEATEECEEKA
AL 2 N E S S BRAT A

B b ST B 8 2 Ah > AR B TR ISR 19TH g
FAHE 51 2 MR > A% 48 B 3 8 FLAth 28 4 i 2
FIH-

e[ B ARG Lo i V8 B R 2 M5 R KL A OF
HEARKWIIWT:

HK$’000
T oo

2,758,524
186,153
(228,389)
(2,566,587)
(11,531)

138,170

(—) BEEEEEECQFESEYR FRTYE
RAEE TR

(=) RIA RS 5 8RAT Sk S RO ke



COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Company has complied throughout the year with the Code of Best
Practice as set out in Appendix 14 to the Rules Governing the Listing
of Securities issued by The Stock Exchange of Hong Kong Limited
except that non-executive directors are not appointed for a specific
term as they are subject to retirement in accordance with the Company’s

Articles of Association.

AUDITORS

KPMG retire and, being eligible, offer themselves for reappointment.
A resolution for the reappointment of KPMG as auditors of the

Company is to be proposed at the forthcoming annual general meeting.

By Order of the Board
Chen Xiaoping
Chief Executive Olfficer

Hong Kong, 24 April 2002
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