CHIEF EXECUTIVE OFFICER REPORT

TURNOVER AND RESULTS

The economic environment in Hong Kong has not recovered
and is facing an unexperienced slowdown. Unemployment
rate continues to rise and is expected to remain at a high
level for a period of time. With the deteriorated market
confidence, corporations in Hong Kong are seriously affected
by the weakening economy. China Everbright Technology
Limited (“the Company”) and its subsidiaries (collectively,
“the Group”) has tried every measure, including fine-tuning
its business strategy, to sustain its performance but the
performance of the Group has been inevitably affected by

the current weakening economic situation.

The Group’s audited consolidated turnover and net profit for
the year ended 31 December 2001 (“the Year”) approximately
amounted to HK$99 million and HK$4 million respectively.
Consolidated turnover and net profit have been decreased
approximately by HK$166 million and HK$10 million,
representing a 63% and 71% decrease respectively as compared

to last year.

The directors do not recommend the payment of a dividend

for the Year.
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REVIEW OF OPERATIONS

€}

Watch and timepiece manufacturing and

distribution

Everbright EB Brand Limited (“EB Brand”), a wholly-
owned subsidiary of the Group, distributes adidas and
Seiko watches through its network as the distributor
and regional agent respectively in the PRC, in addition
to selling its own EB watches through its distribution
network in the PRC’s market. EB Brand is the sole
agent of Chinese Basketball Association (“CBA”) to
produce and distribute CBA watches. As the major
distribution network of the Group, the wholly-owned
subsidiaries of EB Brand have a nationwide network
of 350 retails outlets in 29 major cities in the PRC. EB
Brand is planning to introduce some internationally
renowned brands for sale through its distribution
network. EB Brand’s extensive network in the PRC
can provide a strong support in respect of marketing
services, delivery and distribution, settlement of
transactions and after-sale services on other businesses

of the Group.

In order to maintain the market share and to remain
competitive, EB Brand has significantly lowered the
price of its aged models. EB Brand has also closed
down approximately 90 unprofitable retail outlets to
lower the operation costs. EB Brand is able to sustain
its preeminent market standing as one of the major
local watches and timepieces manufacturers. EB Brand
was recently placed as the second largest local watches
and timepieces manufacturer in the PRC. The Group
foresees better prospect and results in 2002 as EB
Brand has received several production contracts in
early 2002, such as the memory watches order from
Beijing Railways Administration. EB Brand continues

to generate stable revenue to the Group.
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Communication products distribution

Recently, the Group negotiates with GMAI-Asia Com,
Inc. (“GMAI-Asia”), the other shareholder of China
Everbright Telecom-Land Network Limited (“Telecom-
Land Network”), about the future plan of Telecom-
Land Network. The Group aims to reach a consense
of Telecom-Land Network’s future development plan
between the Telecom-Land Network’s management and
its shareholders. In order to safeguard the Group’s
benefit, the Group has visited the said operation several
times during the year. Through improving the Telecom-
Land Network’s profit structure and reinforcing the
management and internal controls, the Group foresees
better prospect and results of the said operation in

2002.

Properties investment

In view of the declining industrial property market,
the Group has disposed of all non-core industrial
properties in Hong Kong to independent third parties

at a reasonable price.

The Group continues to keep its own principal office
premises in Hong Kong and a factory complex in
Dongguan County, Guangdong Province, the PRC. A
portion of the office premises is renting to China
Everbright Holdings Company Limited (“CEH”), the
major shareholder of the Company. On the other hand,
the factory complex is renting to an independent third
party tenant. Both of the above properties investment

can generate stable rental income to the Group.
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Projects under negotiation

In 2001, the Company has enhanced its investment
selection process. A special team has been formed in
order to actively search for new projects in the area
of data systems and health-care products with high
technology, high assets value, profitable and good
market potential. In 2001, the Company has explored
about 30 projects in the area of data systems and
health-care products and about 20 analysis reports have
been made. The Company currently emphasizes to
follow up some of them such as enterprise incubator,
online library, e-commerce solution system, data system
software, Chinese medicine and genetic engineering

etc.

FINANCIAL POSITION

As at 31 December 2001, the Group had net assets of

approximately HK$516 million. The Group presently holds

cash of approximately HK$291 million hereby providing

adequate working capital to support the growth of its existing

businesses while diversifying into new ventures.

As the establishment of the new high technology project

investments are still under negotiation and has not reached a

stage which requires capital injection. The cash are still placed

with the Group’s major banks.
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EMPLOYEES

As at the balance sheet date, the Group employed

approximately 628 staff in Hong Kong and the PRC.

The Group recognises human resources as the most important
asset of the Group and duly reward staff through fair
remuneration packages and other fringe benefits which
include medical insurance, retirement scheme. Share options
may be granted to the directors of the Company and full time
employees of the Group in accordance with chapter 17 of
the Listing Rules and the terms and conditions of the Share

Option Scheme.
FUTURE PLAN AND PROSPECT

The PRC market has grown tremendously in the past decades
and the commercial sector is still endeavouring to meet
international benchmarks in every aspect of its operations.
New high technology businesses have become evidence of
the PRC’s development and drive to embrace high technology

in line with its counterparts around the world.

The Group will continue to position itself as one of the leading
high-technology service and product providers. With vision
and foresight, the Group is seizing this tremendous market
opportunity and with an aim to become the market leader of
this newly emerging business. The Group will focus on the
investment in data system, software, biological medication
and health-care products etc. The Group will also select the
new investment projects which have potential listing on stock

market.

The management team of the Company is further enhanced
in the area of finance, corporate development and operations.
To capture the new investment opportunities arisen from the
PRC’s accession into the WTO in 2001, the Group has
positioned itself to develop longer-term strategies and business
development plans and sustain long-term growth. In addition,
the Group will actively seek opportunities in the new high
technology sector so as to achieve growth and return for our

shareholders.
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APPRECIATION

On behalf of the Board, I would like to take this opportunity
to extend my appreciation to all members of the management
and staff for their hard work, loyalty and dedication. I would
like to offer my sincere gratitude to all our customers,
shareholders as well as business associates for their continued
support and advice. The Group expects their continuous
support and contribution will make aspiring achievement in

the coming year.

Wang Shaolan
Chief Executive Officer

Hong Kong, 15 April 2002
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