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Acquisition and sale

During the reporting period, the Group had no material acquisition or
sale.

Custody of fund

There was no custody of funds of the Group during the reporting period,
the Group had no entrusted account.

Significant connected transactions

On 3 August 2001, the Company entered into a series of agreements with
its related parties regarding supply of service and energy resources. Such
agreements were entered into on normal commercial terms with a term
of three years. Expenses of each agreement was determined on monthly
basis with reference to the market prices and the costs of services,
provided and shall be paid in the following month. Transactions set out
in such agreements were conducted on daily and normal business course,
particularly the energy resources were supplied during the Company's
listing of shares. CLFG agreed to transfer auxiliary facilities to the
Company while the Company supplied water, electricity, heat, steam and
transportation service to CLFG. The Company purchased raw material-
silica sand, from related parties in order to maintain stable supply of raw
material required for producing float sheet glass. The Board of Director
is of the opinion that supply of services and energy was in the benefits of
the Company and the relevant terms are fair and reasonable as far as the
Company's shareholders concern. Details are published in China
Securities Journal, Shanghai Securities Journal, Hong Kong iMail (in
English) and Wen Wei Po in Hong Kong on 6 August 2001. Details of
such transactions are as follows:

(a)  Transactions between the Group and CLFG

e
it AR®FT ARW¥FIL

2001 2000

Notes RMB’000 RMB’000

i Sales 89,850 94,124
(g8 giil Management fee @) — 5,000
L SN Y Auxiliary and community service (i1) 5,588 7,623
2 T it 1 Supply of public facilities (iif) 749 691
A B HE £ 18, Interests, paid and payable 10,958 14,773
Ry 00 ) 1) 3t B T A 1L AR Guarantee to suppliers for the Company 30,000 5,000
Hy AN T 1) SRAT A A AR Guarantee to the banks for the Company 219,000 122,000
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Note:

(@)

(i)

(iii)

(iv)

Significant connected transactions (continued)

The Company and CLFG entered into an agreement of three years
term effective from 1 January 2001, under which, the Company is
entitled to lease the sale network of CLFG to sell its products. The
Company will pay to CLFG expenses of no more than RMBS
million per year.

The Company and CLFG entered into an agreement of three years
term effective from 3 August 2001, under which, the CLFG agreed
to provide living services, property management, medical care
and transportation services to the staff of the Company. With respect
to the services provided to the Company by CLFG Group. The
relevant price will be determined in accordance with state
regulations.

The Company and CLFG entered into an agreement of supplying
public facilities of three years term effective from 3 August 2001,
under which, the Company agreed to provide public facility
including water and electricity. The relevant charge will be
determined on basis of reasonable cost plus taxation expenses.

The Company and CLFG entered into an agreement, under which,
the Company will unconditionally transfer RMB7,640,000 arising
from acquisition of China Chaoyang Construction Material
Company Limited to CLFG.
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(ZEYEXREXZHEIE (E) (3) Significant connected transactions (continued)
(b)  ASEE KSR E R T A G (b)  Connected transaction between the Group and other subsidiaries
FMEZMT of CLEG Group

S
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2001 2000

Notes RMB’000 RMB’000

s Sales 9,931 13,334

0 Bl e A I R Auxiliary and community service @) 4,985 7,081

2 T o it ik 1 Supply of public facilities (ii) 8,726 14,318

S IR Purchase of raw material (iii) 32,871 31,845

A i B Other purchases 7,507 14,094

B B HE £ 1B, Interests, paid and payable 3,669 2,649

B 0B JRE WA B Interests, received and receivable 24,848 23,266

ik Note:
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(i) The Company and CLFG Xinxiang Co. (“Xinxiang”) entered into an
agreement of three years term effective from 3 August 2001, under which,
Xinxing agreed to provide living services, property management, medical
care and transportation services to the staff of Company and the relevant
price will be determined in accordance with state regulations.

(ii) ~ The Company entered agreements with subsidiaries of CLFG including
Luoyang Jingbao Company Limited, CLFG New Illuminating Source
Company Limited, CLFG Jingwei Glass Fibre Company Limited, CLFG
Jinghua Industrial Co. Ltd, Luoyang Jingying Company Limited and Luobo
Hotel for a term of three years with effect from 3 August 2001.

Under these agreements, the Company agreed to supply public facilities
including water and electricity to the aforesaid subsidiaries of CLFG. The
relevant charge will be determined on basis of reasonable cost plus taxation
expenses.

(iii)  The Company entered into agreements of three years term effective from
3 August 2001 with subsidiaries of CLFG including Yinan Mineral Products
Company (“Yinan”) and CLFG Mineral Product Company (“Mineral Co
Company”).

In accordance with these agreements, Yinan and Mine Company agreed
to supply raw material to the Company. Price of the raw material to be
supplied shall be determined on basis of market price.
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(3) Significant connected transactions (continued)

()
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The Board of Directors is of the opinion that the aforesaid transactions
were conducted on daily course and with ordinary commercial terms.
Such transactions were confirmed by the Company's independent non-
executive directors.

The Company jointly established CLFG Yang Shao Glass Co., Ltd.
(“Yang Shao”) with CLFG and Henan Mianchi Float Glass Plant
on 23 September 2001. Yang Shao is mainly engaged in producing
floating sheet glass. The registered capital of Yangshao is
RMB74,080,000, of which the Company contributed
RMB40,000,000 (approximately 54% of the registered capital);
Henan Mianchi Float Glass Plant contributed RMB26,680,000
(approximately 36%) and CLFG Group contributed RMB7,400,000
(approximately 10%).

To conform the regulation of minimum registered capital of
RMB300,000,000 for a financial company in PRC stipulated by
People's Bank of China, the Board of Director of China Luoyang
Float Sheet Glass Group Financial Company of Limted Liabilities
(“CLFC”) approved a resolution on 24 March 2001 to increase
the registered capital from RMB 100,000,000 to RMB300,000,000.
On 21 May 2001, the Company contributed another
RMB71,000,000 in cash into CLFC as capital contribution. Gongyi
Soda Plant, the new shareholder of CLFG and injected
RMB120,000,000 and RMB9,000,000 into CLFC respectively.
Henan Longhao Enterprise Company Limited, one of the existing
shareholders of CLFC, decided not to increase its capital
investment in CLFC due to its financial needs. Upon increase of
registered capital, the Company holds 37% interests of CLFC,
CLFG holds 56.67%, Henan Longhao Enterprise Company Limited
holds 3.33% and Gongyi Soda Plant holds 3%. CLFG is the holding
shareholder of the Company which holds 57.14% of the Company's
issued capital.

Therefore, the transactions described in above (1) and (2) constitute
the Company's connected transaction in accordance with Listing
Rules. Details are set out on China Securities Journal, Shanghai
Securities Journal, Hong Kong iMail (in English) and Hong Kong
Economic Times dated 10 October 2001.
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Significant connected transactions (continued)

The Company entered into an agreement with CLFG, the controlling
shareholder of the Company on 27 March, 2002, for the purpose of setting
up China Luoyang Float Glass (Group) Processed Glass Company Limited
(the “Processed Glass Company”) in order to, inter alia, engage in the
production of intensive processed glass. The registered capital of the
Processed Glass Company is RMB 181,495,600, of which
RMB§9,095,600 (constituting approximately 49.09% thereof) will be
contributed by the Company and RMB92,400,000 (constituting
approximately 50.91% thereof) will be contributed by CLFG.

CLFG is the controlling shareholder of the Company and is interested in
approximately 57.14% of the issued share capital of the Company. The
transaction constituted a connected transaction for the Company under
the Listing Rules. The details were published in China Securities Journal,
Shanghai Securities Journal in the PRC and Hong Kong iMail and Hong
Kong Economic Times in Hong Kong on 2 April 2002.

Disclosure in compliance with Practice Note 19 of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong Limited.
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Advances and/or financial assistance to CLFG

As at 31 December 2001 and 31 December 2000, the Group provided advances
and/or financial assistance of a total sum of approximately RMB183,577,000
and approximately RMB203,744,000 respectively to CLFG, the details of which
are as follows:

R-BZE-—-F R-ZBZZTF

REMUE = BRHER —A=+-—H T=ZA=+-—H

(AR¥TFi) (AR¥TFit)

Nature of transaction Interest rate Terms of As at 31 As at 31

repayment December December

2001 2000

(RMB’000) (RMB’000)
AR B 4 T B B R R LA ) /65D HFFEE
(% 3 4 10 1) 2 X5 Do 20 )) ANH=+—H
23 (MR ER)
e L

Accounts receivable relating to an advance to 6.5% Due on 31st 26,692,000 26,692,000
Baolaiwei Development Limited (a wholly per annum August,
owned subsidiary of the CLFG) on behalf of 2000 (not
CLFG yet repaid)
Unsecured
TR BB R ) MRk BB WEEREFH
SR HGH

Trade receivables relating to sales of finished Interest free No fixed 86,432,000 108,073,000
goods repayment
Unsecured
7 IR R Wk I BB WEEREFH
e L

Accounts receivables relating to transfer of Interest free No fixed 9,326,000 9,326,000
loans repayment
Unsecured
s (FEARBERTEENER) B R E R
SR G4

Other accounts receivables mainly relating to Interest free No fixed 61,121,000 59,653,000
loss of sales of staff quarters repayment
Unsecured

183,571,000 203,744,000

DL B % A 5 S 4 Al SR A o

There was no collateral for all the above advances and financial assistance.
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Advances and/or financial assistance to fellow subsidiaries

As at 31 December 2001 and 31 December 2000, the Company provided
advances and/or financial assistance of a total sum of approximately
RMB488,664,000 and RMB465,598,000 respectively to the fellow subsidiaries,

the details of which are as follows:

AEEENELR BREER ADAR FilES REHE EFHR
AEEEME RESEME R-ZZ-% R-ZEZE
DEMER ARMER +=A=t-B t+ZA=t+-H
(AR%Fr) (AREFT)
Fellow CLFG’s Company’s  Interest Nature of Repayment
subsidiaries interest in interest in rate  transaction terms Asat 31 Asat 31
the fellow the fellow December December
subsidiaries subsidiaries 2001 2000
(RMB’000) (RMB’000)
UK B A A ik r@ﬁuz@g@
(TAB) ZZRRNE
W R
Qinydao Taiyang Glass 55% 6.435% Advance Repayable 339,411,000 333,231,000
Industry Co. Ltd. (“Taiyang”) from 2000
to 2004
o B A R ®E HARREKGE TR JR
F R A AL
CLFG Mineral 59.71% 40.29%  Interest Other No fixed 2,266,000 2,000,000
Product Co. Ltd. free debtors repayment
Unsecured
A A AT ®E ARG mﬂiﬁéﬁ
Luoyang Jingbao Co. Ltd. 50% 10.28%  Interest Other No fixed 7,013,000 7,489,000
free debtors repayment
Unsecured
WERE R A A ®E HARERGE mﬂiﬁéﬁ
Luoyang Hoisting 63.32% 36.68% Interest Other No fixed 18,595,000 19,642,000
Machinery Co. free debtors repayment
Unsecured
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AEEEMELR RREER NP F=E REME ERHR
AEEEME RESEHE R-ZZ-% R-ZEZE
DEMER DEMESR +=A=t-B +=A=+-H
(AR%F ) AREF )
Fellow CLFG’s Company’s  Interest Nature of Repayment
subsidiaries interest in interest in rate  transaction terms Asat 31 Asat 31
the fellow the fellow December December
subsidiaries subsidiaries 2001 2000
(RMB’000) (RMB’000)
TR B kR RE AR IR R Ak
R AS A R A ] AL
CLFG New Illuminating 70.55% 29.45%  Interest Other No fixed 1,044,000 1,019,000
Source Company free debtors repayment
Limited Unsecured
W B A RE AR Ly e
HRA AL
CLFG Jingwei Glass 64.1% 35.9% Interest Other No fixed 54,112,000 53,270,000
Fiber Co. Ltd. free debtors repayment
Unsecured
BREBEBG /A fE AR IR E Rk
PR A AT AL
CLFG Jingjiu Glass 68.92% 31.08%  Interest Other No fixed 14,376,000 16,062,000
Container Co. Ltd. free debtors repayment
Unsecured
Hl B AR Ly e
AL
Others Interest Other No fixed 51,847,000 32,885,000
free debtors repayment
Unsecured
fit
Total 488,664,000 465,598,000

VA b 85k B Bt 5 S AR BROK G A » S A o

Except the advance to Taiyang, there was no collateral for other financial
assistance.

A3 ) 1 ) 5 D 2 ) 412 36 1 Bk %
5 3 A T I o R 2 0 i K W
A o RIACAT % A ROKE - B - &
R~ T M R R AT

The balances of the advances and/or financial assistance provided by the
Company to the fellow subsidiaries represent the trade receivables due from the
fellow subsidiaries resulting from supply of water, electricity, heat, steam
services, transportation services and raw materials to those companies.
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RERERRRAESEME QTR # Guarantees in favour of CLFG and a fellow subsidiary - Taiyang
BiE®E - K&
W=FT-F RoBERE
+t=B=t-8  +ZA=t—H
ARMTFT ARBFT
As at 31 As at 31
December 2001 December 2000
(RMB’000) (RMB’000)
B T B\ 18R4T A i AR Guarantees issued to banks in favour of
WHEH CLFG — 6,000,000
NG Fellow subsidiary - Taiyang — 38,300,000

()gbulWTm&ﬂ*’AﬁlB"J%?
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03T A ) ST A S B R i o
it B S 1 B s B 5 T AR BT
EIMER

ZERREFETR
Audit fee for 2001
CRBREHI R
Audit fee for 2000
ik

Travel expenses

(4) Impact of China's accession into WTO on the Company

Upon China's accession into WTO, export procedure will become simpler which
will benefit export to the developing countries. Overseas products will not impose
material effect on the Group because domestic glass market is nearly saturated
with fairly reasonable product mix and high-quality glass produced domestically
was able to satisfy local demands. Furthermore, medium and low class glass
are mainly consumed which leaves no competitive advantage for overseas
products.

(5) Auditors

Approved by the Company's 2000 Annual General Meeting, the Company re-
appointed KPMG Huazhen and KPMG as the Company's PRC and international
auditors for the year 2001.

The Company proposed to reappoint KPMG Huazhen and KPMG as the
Company's PRC and international auditors for the year 2002 at the Company's
2001 Annual General Meeting.

The Company paid the following audit expenses to KPMG Huazhen and KPMG.
No other payment was made.

ERRERSTASHHR ERRETABHH
KPMG Huazhen KPMG

110 ¥t (72 ©32 ) 1104 # 7t (4 2 B3 f+)
HK$1,100,000 (partially paid) ~ HK$1,100,000 (partially paid)
110## 78 (B3 ) 1108 # 7t (E3214)
HK$1,100,000 (paid) HK$1,100,000 (paid)

HEZ AT RH i AR

Borne by the firm Borne by the firm
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(6) Overdue deposit

Overdue deposit was charged in other receivables including RMB72,829,000
(2000: RMB72,829,000) of deposit in non-bank financial institution. This
overdue deposit was provided. Details are as follows:

SR il &% T A A 3K B A TR &%

ARWF T % ARWFT

Item Amount Ultimate Borrower Provision Amount

RMB'000 % RMB'000

A JE Wik 145,657 B ) B A R AR A T 50 72,829
(TEE#% )

Other receivables 145,657 Guangzhou International 50 72,829

Trust & Investment
Corporation ("GZITIC")

R

BB R R EALE P o HEGAE T MEL N
JRAE R B B 50% WM (BN R 72,828,0007T) E
JEH o AR AR B EE G RABBRA -

BEROHEMZERS > AR R4+
ZHAZ B AR

HHRG AR LR AR 145657 76 5 fh A
AR RE -+ A=+ —HIL2BEE
932% o M RAA N T IEF & ERE RBERIRK
TRAFIEE > & A FMFH BE L lEx o

(BE)H—FERRERERARS BE
REE

AT AR A R B A BRI A AR08 BOORE

P > g L e R o B 3 e 9 BRI A4 IE M7

SE LIS AR AR IR USRI 388 ) B B AR

WMEXERAREBITHA

Note:

GZITIC is under re-organization. Upon knowledge of the latest progress, the Board of
Directors believes provision of 50% (RMB72,828,000) was sufficient. The Company did
not charge interests income for these deposits.

Save as above deposits, the Company did not have any other overdue deposits as at 31
December 2001.

The Board of Director is of the opinion that the aggregate amount of above deposit of
RMB145,657,000 represents 9.32% of the Group's net asset as at 31 December 2001,
which did not impose adverse effect on the Company's normal production, operation and
cash flow. The Company will endeavor to recover the above deposits.

(7) Unified income tax and cancellation of tax rebate of local
government

The Company did not receive tax preferential policy for the previous years and
therefore was not influenced by “Notice to correct tax rebate policy by local
government” issued by State Council.
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(8) Material contract and its implementation

1. During the reporting period, the Company did not entrust, lease, contract
any assets of other companies and no assets of the Company was entrusted,
leased or contracted to any other companies.

2. Except for the disclosed, the Company did not have material litigation
during the reporting period.

(9) Material contract

The Company did not have any other material contract or the Company did not
have contract required to perform obligations during the reporting period.

(10) Directors' commitment

Shareholders holding more than 5% interests did not disclose any commitment
issues in the designated newspaper and websites.

(11) Impact of sale of staff quarter on the Company

The Company did not sell quarters to its staff during the reporting period, nor
did the Company have such plan.

(12) During the reporting period, neither the Company, the
Board of Directors nor any of the directors was examined,
punished or openly critisized by China Securities
Regulatory Commission or Stock Exchange.

(13) Information disclosure

Except for the disclosure required by Article 62 of PRC “Security Law”, Article
60 of “Temporary Regulations of Listing of Shares and Trade” and Article 17
of “Implementation Specifics of Information Disclosure of Listing Companies
(Temporary)”, the Company did not have any material events or events required
to be disclosed during the reporting period.
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