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The Directors present their annual report and the audited
financial statements of the Company for the year ended
31st December, 2002.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in Note 37

to the financial statements.

The results of the Group for the year ended 31st December,
2002 are set out in the consolidated income statement on

page 76.

Details of the changes in share capital of the Company
during the year are set out in Notes 25 to the financial

statements.

Movements in the reserves of the Group and the Company
during the year are set out in Note 27 to the financial

statements.

The directors recommend the payment of a final dividend

of 1.00 HK cent per share.
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The particulars of bank loans and other borrowings of the
Group and the Company as at 31st December, 2002 are set

out in Note 23 to the financial statements.

A financial summary of the Group for the last five financial

periods is set out on page 167-168.

During the period, the Group disposed of its investment
properties with a carrying amount of HK$4,200,000. There

was no significant gain or loss arising from the disposal.

During the year, the Group acquired property, plant and
equipment at a cost of approximately HK$895,070,000 on
acquisition of subsidiaries. The cost of other additions of
property, plant and equipment amounted to approximately
HK$349,022,000.

Details of the movements in the property, plant and
equipment of the Group during the year are set out in Note

13 to the financial statements.

During the year, the Group acquired goodwill and negative
of HK$16 million and HK$311

respectively on acquisition of subsidiaries. In addition, the

goodwill million

Group acquired technical know-how at a cost of HK$3

million.
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Details of the movements in the goodwill, negative
goodwill and technical know-how of the Group during the
year are set out in Note 15, 16 and 19 respectively to the

financial statements.

For the year ended 31st December, 2002, the aggregate
turnover attributable to the Group’s five largest customers
accounted for approximately 48% of the Group’s total
turnover and the Group’s largest customer accounted for

approximately 17% of the total turnover.

For the year ended 31st December, 2002, the aggregate
purchases attributable to the Group’s five largest suppliers

were less than 30% of the Group’s total purchases.

None of the directors, their associates or any shareholders
(which to the knowledge of the directors owns more than
5% of the Company’s share capital) has any interest in any

of the Group’s five largest customers or suppliers.
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The Directors of the Company during the year and up to the

date of this report were:

Executive Directors:

Mr. Song Lin
Mr. Zhu Jinkun
Mr. Ong Thiam Kin, Ken
Mr. Dai Zhenhua
Mr. Yu Min
Mr. Yu Yu
(appointed on 28th May, 2002)
Mr. Wang Guoping
(appointed on 11th March, 2003)

Non-executive Directors:

Mr. Ning Gaoning

Mr. Chen Lang *

Professor Ko Ping Keung
(appointed on 20th March, 2002)

* Mr. Chen Lang was an Executive Director during the year and

became a Non-executive Director on 15th January, 2003)

Independent Non-executive Directors:

Mr. Wong Tak Shing
Mr. Luk Chi Cheong
(appointed on 31st January, 2002)
Mr. Ong Kim Toh, Patrick
(resigned effective from 31st January, 2002)
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In accordance with Clause 110(A) of the Company’s Bye-
laws, Messrs. Ning Gaoning, Ko Ping Keung, Chen Lang
and Dai Zhenhua retire by rotation; and in accordance with
clause 101 of the Company’s Bye-laws, Mr. Yu Yu and
Wang Guoping retire at the forthcoming annual general
meeting. All the above retiring Directors, being eligible,
offer themselves for re-election. The remaining Directors

shall remain in office.

None of the Directors, including Directors proposed for re-
election at the forthcoming annual general meeting, has a
service contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year
without payment of compensation, other than statutory

compensation.

The term of office for each of the Non-executive Director is
the period up to his retirement by rotation in accordance

with the Company’s Bye-laws.

No contracts of significance to which the Company or any
of its subsidiaries was a party and in which a Director of
the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time

during the year.
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At 31st December, 2002, the interests of Directors in the

shares of the Company and its associated corporations as

recorded in the register maintained by the Company

pursuant to Section 29 of the Securities (Disclosure of

Interests) Ordinance (the “SDI Ordinance”) were as follows:

(@ RAEQATAHRGER (@) Interests in shares of the Company
BFERHOHE
Number of shares held
8 A= XEEZ
Personal Family
EEpnA Name of Director Interest Interest
REHiE Mr. Zhu Jinkun 300,000 160,000
Bl FhkAE Mr. Yu Yu — 60,000
FHRELE Mr. Ong Kim Toh, Patrick — 50,000
(B-ZZ-F (resigned on 31st
—RA=t+—R&EEE) January, 2002)

(b) RAEATEBEZEZE(EXRIEEEZEME (b) Interests in shares of China Resources Enterprises,
) ERRAIFXERAT ([£4]) KRG Limited (“CRE”), an associated corporation of the
= Company as defined under the SDI Ordinance

BFERHHE

Number of shares held

B ARz XEERE

Personal Family

EEnA Name of Director Interest Interest
ESELLE Mr. Ning Gaoning 1,630,000 —
R MEE Mr. Song Lin — 200,000
et e Mr. Zhu Jinkun — 14,000
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Save as disclosed above, as at 31st December, 2002, none
of the Directors or any of their associates had any interests
in the securities of the Company or any of its associated

corporations as defined in the SDI Ordinance.

The purpose of the Old Share Option Scheme is to promote
commitment by its participants and to encourage its
participants to perform their best for the Company. The
participants are the employees (including executive
directors) of the Company or any of its subsidiary. As the
Old Share Option Scheme has been terminated, no more
option can be issued pursuant to the Old Share Option
Scheme but in all other respects the provisions of the Old
Share Option Scheme shall remain in force. The maximum
entitlement of each participant shall not exceed 25% of the
maximum number of Shares in respect of which options
may be granted under the Old Share Option Scheme. The
period within which the Shares must be taken up under an
option shall not be later than 10 years from the date the
option is granted. There is no minimum period for which an
option must be held before it can be exercised. HK$1.00 is
payable on acceptance of the option within 28 days from
its date of grant. The subscription price is the higher of (i)
the nominal value of a Share and (ii) 80% of the average of
the closing prices of the Share on the Stock Exchange on
the five trading days immediately preceding the date of

grant of the options.

The purpose of the New Share Option Scheme is to
promote dedication by its participants and to encourage its
participants to perform their best in achieving the goals of
the Company. The participants are any director (or any
persons proposed to be appointed as such) and employee of
each member of the Group; any discretionary object of a

discretionary trust established by any employee or director
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of each member of the Group; any executive or employee
of any business consultant, business partner, professional
and other advisers to each member of the Group (or any
persons proposed to be appointed as such); any substantial
shareholder of the each member of Group; any associates
of director or substantial shareholder of the Company; and
any employee of the Company’s substantial shareholder or
any employee of such substantial shareholder’s subsidiaries
or associated companies, as absolutely determined by the
Board.

The total number of Shares available for issue pursuant to
the New Share Option Scheme are 150,883,226,
representing about 5.76% of the issued share capital as at
the date of annual report. The maximum entitlement for any
one participant is that the total number of Shares issued and
to be issued upon exercise of the Options granted to each
participant (including both exercised, cancelled and
outstanding Options) in any 12-month period shall not

exceed 1% of the total number of Shares in issue.

The period within which the Shares must be taken up under
an option shall not be later than 10 years from the date the
option is granted. There is no minimum period for which an
option must be held before it can be exercised. HK$1.00 is
payable on acceptance of the option within 28 days from
its date of grant. The subscription price is the highest of (i)
the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant, (ii) a
price being the average of the closing prices of the Shares
as stated in the Stock Exchange’s daily quotations sheet on
the 5 business days immediately preceding the date of grant
and (iii) the nominal value of a Share. The New Share
Option Scheme is valid for 10 years from 26th November,
2001. No further options may be granted pursuant to the
New Share Option Scheme after 25th November, 2011.



(i) HARN - REEBRESEEBELEE () A summary of the movements of the share options in
BE (TEEARAIES) NERES relation to the employees (excluding Directors of the
BT Company) of the Group under the Old Share Option

Scheme during the period is as follows:
BREZE
Number of share options

R-BFE-F

R-Z22-F TZA=t-H
-A-H M R AT
HATE RERRE REATHE REREH REAX¥  Outstanding
Outstanding Granted Exercised  Cancelled Lapsed as at 31st

REBH fTfEE asat1st  duringthe  duringthe  during the  during the December,

Date of grant Exercise Price January, 2002 period period period period 2002

“EEREAAT-H F0.59% T 7,450,000 — 100,000 — 200,000 7,150,000  ffi 7t (a)

21st September, 2000 HK$0.59 per share Note (a)

“EE-FENA-thA FHR0.5478 T 25,100,000 — 330,000 — 860,000 23,910,000 [ (b)

25th April, 2001 HK$0.547 per share Note (b)

32,550,000 — 430,000 — 1,060,000 31,060,000
Htat - Notes:

(@ HEHOERES>A-HET T
T—F T FRZZFT=FhA
—t+—HRBEZZ-FTFNLA=-THIE
BT - EETEEREZ ARIAOR
2 InHEFH W T ER0.86/8 T °

(b) WHNBERESI=ZBHET TH_ZET
—F B -FR-FTMFNA =
+HHEBEE_T——FNA-_+WEA L
HAMITE - 2RITEBREE B AT
5 hn#E F U E A0.9058 7T ©

(@) The options granted are vested in 3 tranches and
exercisable from 21st September, 2001, 2002 and 2003 to
20th September, 2010. The weighted average closing
price of the share immediately before the date on which

the options were exercised was HK$0.86.

(b) The options granted are vested in 3 tranches and
exercisable from 25th April, 2002, 2003 and 2004 to 24th
April, 2011. The weighted average closing price of the
share immediately before the dates on which the options

were exercised was HK$0.905.

47



(i) B BEFBERESZEELRER (i)
BE(TEREARAAES) BEKBH

A summary of the movements of the share options in

relation to the employees (other than Directors of the

48

WERESESHRNT Company) and business partner of the Group under
the New Share Option Scheme during the period is as
follows:

BRE#HE
Number of share options

R-Z8-%

R-BE-F +ZA=t-8

—-A-H i R AT

HATE RERKRE REATHE REREH REAX¥  Outstanding

Outstanding Granted Exercised Cancelled Lapsed as at 31st

RHAH T8 asat1st  duringthe  duringthe  during the  during the December,

Date of grant Exercise Price January, 2002 period period period period 2002
—ET-F+_ANA Fh0.79% T 13,200,000 — — — 2,490,000 10,710,000 7t (a)
4th Dec 2001 HK$0.79 per share Note (a)
“ZE-FtACH FH0.578 T 17,000,000 — — — 17,000,000 FIEE(b)
2nd October, 2002 HK$0.57 per share Note (b)

13,200,000 17,000,000 — — 2,490,000 27,710,000

M it - Notes:

(a)

e BERBEREREA7,200,0000 -
AEBZHET  IR-_TT_F . -F
EoFN_ZETENF+_AZHAREC
T-—F+-F=BI-HETE - EIE
8 4% 19 7,200,0000% BB ik F o
2,490,000 FE IR EE H R - £
R IR E 2 2056,000,0000% © B
EHENET AR —T——F+ A
= B ARITTE - EEF M A AT
MU THE A0.79%8 7T °

1B BER R ELLE0517,000,0008%
DEZHET  HR-TT=F - =F
TZNFER_ETERFTAHRBE-ZS
—ZF+A—HILLHRETE - BEEED
HEEBIZZEZTZFAA=1+H)FIMNAE
BT E H0.5678 7T °

(a)

The total number of options granted to employees are
7,200,000 and are vested in 3 tranches and exercisable
on 3rd December, 2002, 2003 and 2004 to 3rd
December, 2011. Out of the 7,200,000 options granted to
employees, 2,490,000 has lapsed. The total number of
options granted to business partner are 6,000,000 and
vested immediately and exercisable on or before 3rd
December, 2011. The closing price of the shares
immediately before the date of grant was HK$0.79.

The total number of options granted to employees are
17,000,000 and are vested in 3 tranches and exercisable
on 2nd October, 2003, 2004 and 2005 to 1st October,
2012. The closing price of the shares immediately before
the date of grant (ie. 30th September, 2002) was HK$0.56.
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(iii) A summary of the movements of the share options in

relation to the employees of substantial shareholder

and its subsidiaries and associated companies (other

S2EHMNT than employees of the Group and Directors of the
Company) under the New Share Option Scheme
during the period is as follows:

BREHE
Number of share options

R-Z22_-F
R-22=F +=B=+-8
—-R—-H i K17 B
HATE REARY  REATE  REREE RBERAR  Outstanding
Outstanding Granted Exercised Cancelled Lapsed as at 31st
BEAH e as at st January, during the during the during the during the December,
Date of grant Exercise Price 2002 period period period period 2002
—EE-FEWMANA BHR0.828 T — 29,310,000 — - 60,000 29,250,000

9th Apr 2002 HK$0.82 per share
— 29,310,000 — — 60,000 29,250,000

W et Notes:

(a)

BRESAENBEAET  AITR=ZF
“ENMANBREE-_ZE-—FEMANB
IEHARRITTE - S AUEIRE T - AT =
TE_FOANAE - —EZT=F - _F
THFER_ZETRF—A—HARBRE_ZT
—Z—FWMANAB EEEITE -

EERE L BEAA RN KT ER0.828

JC °

(@)  The options are either vested immediately and exercisable
from 9th April, 2002 to 8th April, 2012 or vested in 4
tranches and exercisable on 9th April, 2002, 1st January,
2003, 2004 and 2005 to 8th April, 2012.

(b)  The closing price of the shares immediately before the
date of grant was HK$0.82.
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The Company considers that it is not appropriate to state
the value of the share options granted during the period
because generally accepted pricing models of options
normally value options which were transferable (share
options granted by the Company were strictly non-
transferable). Besides, some parameters under the generally
accepted pricing model could only be derived from
historical statistical data. Since the Company’s businesses
was restructured on 1st February, 2001 such that the
present businesses are significantly different from that
before restructuring; and there has been significant change
in the capital structure of the Company as a result of the
Placing, Subscription and Conversion, adequate population
of historical data to derive reliable figures to be used in the
estimation of the value of the Company’s share options is
not available. Owing to the reasons set out above, the
Company consider that any calculation of the value of the
Company’s share options would not be meaningful and

would be misleading to the shareholders.



RZTZZEZF+ZA=+—H  FFIRIE Asat31st December, 2002, the Directors who had personal
AL REMEEE (EERBEBEESIK  interests in respect of options granted under the share
Bl) & B M i st Bl VBB R E R B T %] option scheme of the Company and its associated

EARE : corporations within the meaning of SDI Ordinance are as

follows:

(i) WEARFTR—ANAEF+THA+TRHRHE () Options granted under the Company’s share option

e BT 8 ([ERARESTE]) scheme adopted on 15th October, 1994 (the “Old
B e R AR Share Option Scheme”):
BREHE
Number of share options

R-Z22-F

R-BB=F t=ZA=t-H

-A—-H e R AT

HATE REARE RERTHE RErE#E RERAX Outstanding

Outstanding Granted Exercised Cancelled Lapsed as at 31st

- B AH as at 1st January,  during the  during the  during the  during the December,

Name of Director Date of grant 2002 period period period period 2002
R MEE “EEEEAACT-H 8,000,000 — — — 8,000,000 ffi 7 (a)
Mr. Song Lin 21st September, 2000 Note (a)
Bl BEE “ZEEFEAA-T-R 1,000,000 — — — — 1,000,000 i 7E(b)
Mr. Yu Min 21st September, 2000 Note (b)
kemit “EE-FMAZTEHA 3,000,000 - - - — 3,000,000 fi#FE(C)
Mr. Zhu Jinkun 25th April, 2001 Note (c)
HRFERL “ZZ-F¥WA-+AHA 3,000,000 — — — 3,000,000 ffi7E(c)
Mr. Dai Zhenhua 25th April, 2001 Note (c)
IFREE “ZT-FWA-t+HA 3,000,000 — — — — 3,000,000 ff3E(c)
Mr. Ong Thiam Kin  25th April, 2001 Note (c)

Bfat - Notes:

(@) TEEREKR0598TT - BRER T17
T EREB - EETFNAA T —
FRE-_ZT-ZFNLHA-_+HIE-

(b) TEEAEERSETT  »A=ZHE
T AR —F ZZTTFR=
EE=FNAZ+—HREZZ—ZF
A=+ B IEHMITE -

(@) The exercise price is HK$0.59 per share and the
exercisable period during which the options may be
exercised is from 271st September, 2000 to 20th
September, 2010.

(b) The exercise price is HK$0.59 per share and the
exercisable period is divided into 3 tranches exercisable
during the periods from 21st September, 2001, 2002 and
2003 to 20th September, 2010.
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The exercise price is HK$0.547 per share and the

exercisable period is divided into 3 tranches exercisable
during the periods from 25th April, 2002, 2003 and 2004
to 24th April, 2011. The 3,000,000 options granted to Mr.
Zhang Wei, a former director of the Company, on 25th

April, 2001 on the same terms were lapsed on 1st January,

2002.

d HEBBAT BBERENEXBRER (d) In each case, HK$1.00 is payable upon acceptance of the
ZA1S1.008 7T © options granted.
(i) BBARARARZZEZE—F+—HIT (i) Options granted under the Company’s share option
NERAI R T _F_A_+— scheme adopted on 26th November, 2001 and
B & 7T 80 B AR i 51 &) (37 B8 A 51 amended on 21st February, 2002 (the “New Share
) REBRE Option Scheme”):
BREHE
Number of share options
R-Z2EZf§
R-ZZBBZF t=ZA=t-H
-A-H MR AT
HATE REARE RERGTRE REREHE RERAX Outstanding
Outstanding Granted Exercised Cancelled Lapsed as at 31st
- B A M as at 1st January,  during the  during the  during the  during the December,
Name of Director Date of grant 2002 period period period period 2002
R BA%EE “EE-F+-A@EA 6,000,000 — — — — 6,000,000  ff 3 (a)
Mr. Chen Lang 4th December, 2001 Note (a)
—RR_F+ACH — 1,500,000 — - - 1,500,000 i & (e)
2nd October, 2002 Note (e)
fl FRE “EZ-F+-AMmA 1,500,000 — — — — 1,500,000 i & (b)
Mr. Yu Yu 4th December, 2001 Note (b)
—FR_F+ACH — 1,000,000 - - — 1,000,000 FEE(
2nd October, 2002 Note (f)
ERELL “TZ-FHAZ+ZH — 1,000,000 — — — 1,000,000 i 5 (0)
Mr. Ning Gaoning 22nd May, 2002 Note (c)
“ZE-FTACH — 2,000,000 - - — 2,000,000 i (e)
2nd October, 2002 Note (e)
BRELE “EE-FAA-TCH — 1,000,000 — - — 1,000,000 i (d)
Mr. Dai Zhenhua 22nd May, 2002 Note (d)
Al BEE “TZ-FRAZ+ZH — 500,000 — — - 500,000 P & (d)
Mr. Yu Min 22nd May, 2002 Note (d)
BREAE “TZ-FRAZ+ZH — 500,000 — — — 500,000 P& (o)
Mr. Ko Ping Keung 22nd May, 2002 Note (c)
BGHEL “EE-FEA-TCH — 300,000 - - - 300,000 P EE(0)
Mr. Wong Tak Shing  22nd May, 2002 Note (c)
“ZE-FTACH — 200,000 - - — 200,000 P EE(e)
2nd October, 2002 Note (e)
BESEEL “ZR-FRA-+CH — 300,000 — — — 300,000 (o)
Mr. Luk Chi Cheong  22nd May, 2002 Note (c)
“ZE-FTACH — 200,000 — — — 200,000 i (e)
2nd October, 2002 Note (e)



BREHA
Number of share options
RZ2E2-F
RZZ22-F t=ZA=+-H
-A-H R AT
HATE REARE RERTHE REAEE REREX Outstanding
Outstanding Granted Exercised Cancelled Lapsed as at 31st
Exng RERS asat 1st January,  during the  during the  duringthe  during the December,
Name of Director Date of grant 2002 period period period period 2002
R MEE “RR-FTACA — 1,500,000 - - - 1,500,000 & (e)
Mr. Song Lin 2nd October, 2002 Note (e)
REHEE “RR-FTACA — 800,000 - - — 800,000 it & (f)
Mr. Zhu Jinkun 2nd October, 2002 Note (f)
IRREE —EZ-_f+ACH — 1,000,000 - - - 1,000,000 i EE(
Mr. Ong Thiam Kin ~ 2nd October, 2002 Note (f)
frat - Notes:
(@) fTERERFTR0.79ET - BIRER 717 (a) The exercise price is HK$0.79 per share and the

FEITEBAER T —F+ - AMA
BEZZET——F+-A=HIE -

TEEBAERZIET  »A=-HR
FoAHIEEF ZEE=FRZ
ZENE+ - A=HEE_T——F+
ZAZHIEHEITE c AAFEEBR S
TR _FRA-+N\BEZTANTE
$o

TERER/TR0.92ET - BIRER T1T
ENTERRR T _FAA 1+
Bz —"Z——FAA8-+—Hi -

THEEAEER0IZET  H»AZHE
FoAR_EE =4 —TTNFR-
EZERFRA -+ -_HEEZE-_ZT——F
AE-+—HIFHIMTE o

171 B ASIRO.STET - 13RI e
SET-FTASAESE--417
— R LEMRATEE -

TEEBAEBROSZEL  »A=ZHR
T oARIET=F ZTTNFRZ-
ZERFE+A-_HE-_T——4¢+A—
BB T -

%&#ﬁa%@Lﬁi FRA -+
B)RIA R U T B A0.94%8 T °

ERBERT  BEFRENEXBRER
JBA1.005 7T °

exercisable period during which the options may be
exercised is from 4th December, 2001 to 3rd December,
2011.

The exercise price is HK$0.79 per share and the
exercisable period is divided into 3 tranches exercisable
during the periods from 3rd December, 2002, 2003 and
2004 to 3rd December, 2011. Mr. Yu Yu was appointed as
an Executive Director on 28th May, 2002.

The exercise price is HK$0.92 per share and the
exercisable period during which the options may be
exercised is from 22nd May, 2002 to 21st May, 2012.

The exercise price is HK$0.92 per share and the
exercisable period is divided into 3 tranches exercisable
during the period from 22nd May, 2003, 2004 and 2005
to 21st May, 2012.

The exercise price is HK$0.57 per share and the
exercisable period during which the options may be
exercised is from 2nd October, 2002 to 1st October,
2012.

The exercise price is HK$0.57 per share and the
exercisable period is divided into 3 tranches exercisable
during the periods from 2nd October, 2003, 2004 and
2005 to 1st October, 2012.

The closing price of the share immediately before the date
of grant (ie. 21st May, 2002) was HK$0.94.

In each case, HK$1.00 is payable upon acceptance of the
options granted.
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(iii) Options granted under the share option scheme of

CRE,

an associated corporation, adopted on 17th

September, 1992 and amended on 17th June, 1999:

BREHEA
Number of share options

R=BE-#F

R-BZ=%F +=ZA=+-H

-A-H OB L

HATE REARE RERTHE RErE#E RARAR Outstanding

Outstanding Granted Exercised Cancelled Lapsed as at 31st

Ex=pg RERH as at 1st January,  during the  during the  during the  during the December,

Name of Director Date of grant 2002 period period period period 2002
EREAL —“AARFRAT-A 3,300,000 — 3,300,000 - - — Wi
Ning Gaoning 11th May, 1996 Note (a)
“AAEFET-ATER 1,200,000 — — 1,200,000 - — D)
17th November, 1997 Note (b)
—EREFAAC-TEH 3,300,000 — — - - 3,300,000 ifFE(C)
20th June, 2000 Note (c)
RAREE “ETEFNACZTH 200,000 - - - 200,000 Fif & (c)
Mr. Song Lin* 20th June, 2000 Note (c)

&t - Notes

(@ 1TEEREKR3.856/8T @ BREMT (@ The exercise price is HK$3.856 per share and the
TEMITERER - AARFRAT— exercisable period during which the options may be
ARz _F LA+ AL - exercised is from 11th May, 1996 to 16th September,

2002.

(b)  HARA HEFEH1,200,0000% 88 fx 4 (171F (b)  An aggregate of 1,200,000 share options (the exercise
BRER143ET) ° price of which is HK$14.3 per share) were cancelled

during the period.

(€ 1TEERER7I9ET - BRERTIT (c) The exercise price is HK$7.19 per share and the
EHITE R ST TF A TH exercisable period during which the options may be
BE_ZFT-—ZFTFA+LHEL - exercised is from 20th June, 2000 to 19th June, 2010.
CHREBREERTER—(ES - (* The options were granted to a staff member of CRE
Eihﬁ/\ B BC A 73 R MR 5 ) whose spouse is Mr. Song Lin.)

d EFBEAT BERENEXBRERS (d)  In each case, HK$1.00 is payable upon acceptance of the

JB1.0058 7T °

options granted.



(iv) BREBERBZEZANR_ZTZ_F—H (iv) Options granted under the share option scheme of
p 8 p
=+ —BERA ﬁﬂxfﬁ%ﬂﬁﬁ%ﬁ% CRE, an associated corporation, adopted on 31st
e January, 2002:
BREZE
Number of share options
R-2F=%
R-Z22-F TZRA=+-H
-A-H fef R AT B
HATE REARE  REATE  REREE RERAR Outstanding
Outstanding Granted Exercised Cancelled Lapsed as at 31st
Ex=pg RHBH as at 1st January, during the during the during the during the December,
Name of Director Date of grant 2002 period period period period 2002
EREAL “EE-F-AtA - 1,200,000 - - - 1,200,000
Mr. Ning Gaoning 7th February, 2002
R MHEE —ETFZALH — 2,000,000 — — 2,000,000
Mr. Song Lin 7th February, 2002

e Notes:

@ (HEEASR7A7ET  BRET T (@) The exercise price is HK$7.17 per share and the
FHTEEEE—EE - A+ B exercisable period during which the options may be
m—®_——E—FXAIt - exercised is from 7th February, 2002 to 6th February,

2012.
b) HEEBRT @ 8BRS (b)  In each case, HK$1.00 is payable upon acceptance of the

A1.008 7T - options granted.
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(v) Options granted under the share option scheme of
China Resources Land Limited (formerly known as
China Resources Beijing Land Limited), an associated

corporation, adopted on 28th May, 1997:

BREHA
Number of share options

R-2E2-F

R-%%=F +=A=+-8

-A-H I R AT 6

HATE REARE RERTHE REREHE RERAX Outstanding

Outstanding Granted Exercised Cancelled Lapsed as at 31st

Ex=ng RERH asat 1st January,  during the  during the  duringthe  during the December,

Name of Director Date of grant 2002 period period period period 2002
ERERL —ANEFERAZTLR 2,500,000 — - - - 2,500,000 i (a)
Mr. Ning Gaoning 27th June, 1997 Note (a)
“EETLACZTA 2,500,000 — - - — 2,500,000 P (b)
20th July, 2000 Note (b)

et

(@ THEEAE45928 T BRENTT
TENTESRMBE-ANEF AT
tHRE_ZET+HFRA-++tHI -

b) (TEEATR.9ET - MAET T
ERFEEEE - EEEELA=+H
RE-BTLERA-FLAL -

(0 HEFBRT EZREMERBIRAER
JB1.0058 7T °

5tiﬁﬁ REI  REIAEMAER - K
Al A ERAREEME2ETN L
w’ﬁ@§$ﬁﬁ%ZMﬁﬂ+ﬂﬁuT
ZFRFEBARNR A SAL A EALEABE

ZRBM S ESm &

(@)  The exercise price is HK$4.592 per share and the
exercisable period during which the options may be
exercised is from 27th June, 1997 to 27th May, 2007.

(b) The exercise price is HK$0.99 per share and the
exercisable period during which the options may be
exercised is from 20th July, 2000 to 27th May, 2007.

(c)  In each case, HK$1.00 is payable upon acceptance of the

options granted.

Save as disclosed above, at no time during the period was
the Company or any of its associated corporation a party to
any arrangements to enable the Directors or any of their
spouse or children under the age of 18 to acquire benefits
by means of the acquisition of shares in, or debentures of,

the Company or any other body corporate.
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The following are transactions between the Company
and/or its subsidiary and connected persons of the
Company. The total value or consideration under each
transaction does not exceed the higher of
HK$10,000,000 or 3% of the net tangible asset value
of the Group. Details of each transaction are set out

herein below:

1. Lease Agreements

a. Pursuant to an agreement dated 17th
October, 2000, Resources Link Network
Limited (“Resolink”), a wholly owned
subsidiary of the Company (before it was
sold to CRH on 2nd January, 2003), entered
into a lease agreement dated 16th May,
2001 with China Resources Property
Management Limited (“CRPML”), an
associate of the substantial shareholder of
the Company, to lease an office premises
with a lettable area of about 3,688 sq. ft.
located at Rooms 1606-1607, 16/F, China
Resources Building, 26 Harbour Road, Hong
Kong for a term of 2 years commencing on
1st February, 2001 at a monthly rental of
HK$73,760 per month (exclusive of
government rates, air-conditioning charges
and management fee). The air-conditioning
charges is HK$11,248.40 per month plus not
more than HK$153 per hour outside normal
business hours. The management fee is
HK$7,744.80 per month. The terms of the
lease agreement is determined by reference

to market price on arm’s length basis.
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ANElFEBRE 2 ENE QA Semico
Microelectronics (BVI) Limited
([Semico Microelectronics] ) £
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b. On 20th December, 2000, the Company
entered into a lease agreement with CRPML
(an associate of the substantial shareholder
of the Company) to lease Rooms 4001-4006
and a storeroom at 40/F, China Resources
Building, 26 Harbour Road, Hong Kong with
a lettable area of about 11,493 sq. ft. and
638 sq. ft. respectively for a term of 2 years
commencing on 16th November, 2000 at a
monthly rental of HK$250,547.40 (Rooms
4001-4006) and HK$7,656.00 (storeroom)
excluding air-conditioning charges,
management fee but with a rent-free period
of 2 months. The air-conditioning charges is
HK$33,329.70 per month plus HK$290 per
hour outside normal business hours. The
management fee is HK$22,986 per month.
The terms of the lease agreement is
determined by reference to market price on

arm’s length basis.

Acquisition of 45% equity interest in Wuxi China

Resources Semico Company Limited (“Semico”)

On 29th August, 2002, the Company, through its
wholly owned subsidiary, Semico
Microelectronics (BVI) Limited (“Semico
Microelectronics”) entered into an acquisition
agreement with China Huajing Electronics Group
Corporation (FEIZERZEFEE QA (“China
Huajing Group”) for the acquisition
(“Acquisition”) of the entire 45% equity interest
in Semico owned by China Huajing Group. The
other 55% equity interest in Semico was owned
by Semico Microelectronics. China Huajing
Group was a substantial shareholder of Semico,
which was a non-wholly owned subsidiary of the
Company. The Acquisition thus constituted a

connected transaction of the Company.
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Semico is a fabless IC design house focusing on
consumer electronic IC’s for the PRC market. The
Acquisition fits into the Group’s strategy and
strengthens the Group’s semiconductor business
in this respect. The consideration for the
Acquisition was RMB13,083,750 (equivalent to
approximately HK$12,343,160), which was
negotiated on an arm’s length basis and has been
paid by cash in one instalment. The Acquisition
was completed on 10th October, 2002. After
completion of the Acquisition, the on-going
transactions between Semico, China Huajing
Group and its associates as set out in the section
of “On-going Transaction” below are no longer

connected.

Acquisition of all the assets and liabilities of
Shenzhen Kope Microelectronics Co., Ltd. (R 3II
BLIE#4 E ¥ B R A ) (“Shenzhen Kope”).

On 6th September, 2002, the Company, through
its wholly owned subsidiary, Semicon
Microelectronics (Shen Zhen) Co., Ltd. (BERIME
F ORI AR QTR

entered into an agreement with Shenzhen Kope

, (“Semicon Microelectronics”)

to acquire all its assets (which include but not
limited to fixed assets, stocks and receivables)
and liabilities (which include taxation and
payables) as at 6th September, 2002. Shenzhen
Kope was owned as to about 51% by the
Company and about 14% and 35% respectively
by two other companies which are independent
third parties. Shenzhen Kope was the associate of
the substantial shareholder who holds about 35%
in Shenzhen Kope. The transaction therefore
constituted a connected transaction. Shenzhen
Kope was engaged in the packaging of

semiconductor products.
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MEBEBEHE eSources

Limited ([ eSources])

RZEE=F—HZ-ZH AR
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Semicon Microelectronics is engaged in the
testing of semiconductor products. The activities
of Shenzhen Kope and Semicon Microelectronics
complement each other. The transaction
represents a good opportunity for the Group to
further strengthen and streamline the work flow
of testings and packaging of its semiconductor

business.

The consideration was RMB9,280,000
(equivalent to approximately HK$8,754,717),
which was agreed to after arm’s length
negotiation and by reference to a valuation report
of Shen Zhen Tin Wha Certificated Public
Accountants Co., Ltd., a PRC accountants’ firm
and certified public valuer and the management
accounts of Shenzhen Kope as at 31st August,
2002.

Sale of eSources Limited (“eSources”) to CRH

On 2nd January, 2003, the Company, through its
wholly owned subsidiary, CRT (BVI) Limited
(“CRT (BVI)”), entered into an agreement with
CRH to sell to CRH the entire issued share capital
of eSources, a wholly owned subsidiary of
CRT(BVI). eSources is the holding company of
Resources Link Network Limited (“Resolink”) and
owns 100% equity interests in Resolink. CRH is
both a substantial and controlling shareholder of
the Company. The transaction thus constituted a

connected transaction of the Company.

eSources does not carry on any business whilst
Resolink is engaged in information technology
business, with CRH and its subsidiaries being its

major customer.
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The Directors consider that the competitiveness
of information technology business will intensify
due to its relatively low entry barrier and there
will not be significant growth in this business.
The Directors believe that the Group should
focus on its existing main businesses, ie. Semi-

conductor and Compressor business.

The consideration of the transaction was
HK$10,982,264, which was negotiated on an
arm’s length basis; and was determined by
reference to the management accounts of
eSources together with Resolink (“eSources
Group”) as at 31st December, 2002 (pursuant to
which the consolidated net assets value of
eSources Group was HK$10,982,264).

Interest payable to CRH pursuant to the
subscription agreements dated 8th November,
2000 and entered into, inter alia, between the
Company and CRH amounted to HK$6,226,000
as more particularly described in Note 23 and

Note 35 to the financial statements.
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ON-GOING CONNECTED TRANSACTION

During the year, members of the Group have entered

into on-going connected transactions with connected

persons, details of which are summarised herein

below. The independent non-executive directors have

reviewed the on-going connected transactions and

confirmed that the on-going connected transactions

have been entered into:

(iii)

in the ordinary and usual course of business of

the Group;

on normal commercial terms or, if there are not
sufficient comparable transactions to judge
whether they are on normal commercial terms,
on terms no less favourable to the Group than
terms available to or from (as appropriate)
independent third parties and on arm’s length

basis;

in accordance with the relevant agreement

governing them;

on terms that are fair and reasonable and in the

interest of the shareholders as a whole; and

do not exceed the respective maximum amounts
as specified in the waivers granted by the Stock

Exchange save as noted therein.
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Details of the above-mentioned on-going connected

transactions are summarised as follow:

(i) Goods and services provided by connected

persons to members of the Group.

(@) In relation to China Resources (Shenyang)
Sanyo Compressor Co., Ltd. (“CR Shenyang
Sanyo”) and Shenyang Shengrun Sanyo
Compressor Co., Ltd. (“CR Shengrun Sanyo”)

(Note 1)

"E FERT
Nature HK$’000
(1)  Purchase of materials from 19,324

Sanyo Electric Co., Ltd.
(“Sanyo Electric”) required

in their production.

(2) Royalities and technical 3,392
assistance fees payable
to Sanyo Electric pursuant
to the technology transfer
contracts entered into
among CR Shenyang Sanyo
and/or CR Shengrun Sanyo
and Sanyo Electric for
obtaining from Sanyo
Electric the right to use
certain technologies in
manufacturing rotary

compressors.
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Nature HK$’000

(3)

Installation fees and related 10,327
charges payable to Sanyo
Electric pursuant to the
acquisition agreement dated
22nd October, 2001 in
which CR Shenyang Sanyo
acquired from Sanyo
Electric and Toyota Tsusho
Corporation the two
air-conditioner compressor
production lines for
manufacture of C-R20F and
C-R25F/C-R33F series rotary
compressor products
(respectively “Line 1 and

Line 2 products”).

Royalties and related 3
charges payable to Sanyo

Electric pursuant to the two
technology transfer contracts

dated 22nd October, 2001

between CR Shenyang

Sanyo and Sanyo Electric

for obtaining the rights from

Sanyo Electric to use certain
technologies in manufacture

of Line 1 and Line 2 products.
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(5) Licence fees payable by CR
Shenyang Sanyo and CR
Shengrun Sanyo to Sanyo
Electric for use of its
trademarks “=7¥" and
“Sanyo” in the products
the production of which
has used the technologies

of Sanyo Electric.

(b) In relation to Semiconductor

Business of the Group

(1) Purchase of materials by
China Resources
Semiconductor Company
Limited (“CR Semiconductor”)
for production of certain
Integrated Circuits (“IC”) from
JSC Korona Semiconductor
(“JSC Korona”). (Note 2)

(2) Rental payable to China
Huajing Group by Semico
for leasing of certain design
and testing equipment from
China Huajing Group
pursuant to a lease agreement
dated 25th February, 2002
between Semico and China

Huajing Group.

TET
HK$’000

1,784

917

942
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tE FER
Nature HK$’000
(3) Fees payable to China 1,265

Huajing Group by Semico
for its supply of utilities and
related services to Semico
which includes electricity,
water, compressed air and
nitrogen and air-conditioning
and vacuum treatment (for
testing process) pursuant to
an agreement dated 25th
February, 2002 between
Semico and China Huajing

Group.

Fees payable to Wuxi 37,937
CSMC-HJ Semiconductor
Company Limited
(“CSMC-HJ") by Semico for
provision of Wafer fabrication
services to Semico pursuant
to an agreement dated 25th
February, 2002 between
Semico and CSMC-HJ. China
Huajing Group held 49%
interests in CSMC-H]J.
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(ii)

=1

Nature

FTERT
HK$’000
(5) Services Fees payable to 4,130
China Huajing Group by
Semico for provision
packaging services by China
Huajing Group to Semico
pursuant to an agreement
dated 25th February, 2002
between Semico and China

Huajing Group.

Goods and services provided by

member of the Group to connected

person.

(a)

In relation to CR Shenyang Sanyo
and CR Shengrun Sanyo (Note 3)
Sale of air-conditioner 14,389
compressors to Shenyang Sanyo

Air Conditioning Limited and

Guangdong Sanyo Air

Conditioning Limited.

In relation to Semiconductor

Business of the Group

(1) Sale of IC Chips by CR i
Semiconductor to Ningbo NIL
Koyong Electronics Co., Ltd.

(“Ningbo Koyong”) (Note 4).
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(2) BRHESEKERKE®
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Nature

(2) Sale of IC products by
Semico to China Huajing
Electronics Group Import &
Export Company Limited
(FEEREFEEELAQ
AR A F]) (“CHEG-I&E"),
which is owned as to about
91.7% by China Huajing
Group pursuant to an
agreement dated 25th
February, 2002 between
Semico and CHEG-I&E.

(c) In relation to Resolink

Provision of IT services to CRH
and its subsidiaries from time

to time.

(iii) Equipment Purchase Contract
entered into between CR Shenyang

Sanyo and Sanyo Electric.

(1) Purchase of equipment by CR
Shenyang Sanyo from Sanyo
Electric certain equipment for
the manufacturing of new
refrigerant inverter rotary
compressors for its Phase 111

Factory (Note 5)

(2) Purchase of certain other
equipment necessary for the
operation of Phase Ill Factory

(Note 6)

TET
HK$’000

43,157

36,188

NIL

5,533
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Notes

Sanyo Electric is a substantial shareholder of both CR Shenyang
Sanyo and CR Shengrun Sanyo, in both of which the Company
owns a 63.75% equity interest.

JSC Korona is an associate of CRH, in which CRH has 50%

equity interest.

Both Shenyang Sanyo Air Conditioning Limited and Guangdong
Sanyo Air Conditioning Limited are associates of Sanyo Electric,
which is in turn a substantial shareholder of both CR Shenyang
Sanyo and CR Shengrun Sanyo.

Ningbo Koyong is an associate of CRH, in which CRH has 40%
equity interest. No such connected transaction is noted during

the year.

Phase Il Factory is an expansion of the production facilities of
CR Shenyang Sanyo, the commercial production of which

commenced on or about May 2001.

The cap of HK$8,000,000 is exceeded by HK$268,494 or
3.3%. The Board of the Company considers the excess is
immaterial and not unreasonable in view of the fact that the cap
is an estimate made at the end of 2000 and the list of assets to

be purchased have not yet been finalised then.
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RZZEZT-F+-A=+—H BHARQ As at 31st December, 2002 the register of substantial
1B AR FE M a5 55 1 6( flmT_EZI;zﬂx shareholders maintained by the Company pursuant to
REMETR  ARAGEETIREHEBAR Section 16(1) of the SDI Ordinance shows that the
NAIBEITRA10% A 2% - Company was notified of the following shareholders with
an interest representing 10% or more of the issued share
capital of the Company:
EAEROGHBE
Number of
TERRE® Name of Substantial Shareholders shares held
Gold Touch Enterprises Inc. Gold Touch Enterprises Inc.
([Gold Touch]) (“Gold Touch”) 297,229,604
Waterside Holdings Limited ([ Waterside] ) Waterside Holdings Limited (“Waterside”) 535,347,743
Splendid Time Investments Inc. Splendid Time Investments Inc.
([splendid Time]) (“Splendid Time”) 1,109,688,810
EH(ERABRAR(EHEEEH]) China Resources (Holdings)
Company Limited (“CRH”") 1,942,266,157
hEERFEAAR ([PEEB]) China Resources National Corp.
(“CRN") 1,942,266,157

Gold Touch » Waterside } Splendid Time
o Bl B & A K QA 297,229,604 -
535,347,7430% 5 1,109,688,8104% % {1

Gold Touch ~ Waterside [ Splendid Time
HrTEEHNBARAERSEENZ2EMH

EAA -

FA - ARANHEAAEAMN B LR F R EE
B - SRR R LT RE S

Gold Touch, Waterside and Splendid Time each directly
holds 297,229,604 shares, 535,347,743 shares and
1,109,688,810 shares respectively in the Company. Gold
Touch, Waterside and Splendid Time are wholly owned

subsidiaries of CRH, which in turn is a subsidiary of CRN.

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the

Company’s listed securities.
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There are no provisions for pre-emptive rights under the
Company’s Bye-laws although there are no restrictions

against such rights under the laws of Bermuda.

The Group is dedicated to maintaining a good credible
framework of corporate governance with a view to be
transparent, open and accountable to our shareholders as
regards to the principles under which the Group is
managed and directed. Going forward, the Group will
continue to strengthen its corporate governance policies to
ensure that they remain consistent with the prevailing
practices and standards, which the shareholders would

expect of us.

In addition to the Audit Committee, a number of
committees have been established. They are Executive
Committee, Corporate Strategy Committee and
Compensation and Remuneration Committee. Each of these
committees, except the Audit Committee whose members
are independent non-executive directors only, are

comprised of Directors and senior management.

In order that the Group’s various Committees can operate
more independently and professionally, the general
direction would be directed towards broadening the
knowledge base in the composition of these committees
over time by including more independent third party

experts and professionals.
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Audit Committee

The members of the audit committee comprise Mr. Wong
Tak Shing and Mr. Luk Chi Cheong, both being independent
non-executive directors of the Company. The Committee
assists the Board in providing an independent and objective
review of the effectiveness of the financial reporting
process, internal control system and internal audit function
of the Group. It primarily aims to increase the Board’s

accountability, transparency and objectivity.

The audit committee has reviewed with the management
and the Company’s auditors the accounting principles and
practices adopted by the Group and discussed auditing,
internal control and financial reporting matters including

the financial statements for the year.

Executive Committee

The Committee executes and carries out the policies and
decisions of the Board and monitors the performance of the

Group’s business units.

Corporate Strategy Committee

The Committee assists the Board to formulate corporate
strategies, identifies and evaluates various mergers and
acquisitions proposals and submits them to the Board for

consideration and final decision.

Compensation and Remuneration Committee

The Committee is entrusted with the task of maximizing
human resources potential of the Group by adopting
appropriate staff development and retention policies. The
committee assesses remuneration and incentive policies
relating the management and staff, review objectives and
performance of provident funds and makes appropriate

recommendations to the Board.
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The Company has throughout the year complied with the
Code of Best Practice as set out in Appendix 14 of the
Listing Rules of the Stock Exchange.

Details of the significant post balance sheet events are set

out in Note 36 to the financial statements

The financial statements for the year have been audited by
Messrs Deloitte Touche Tohmatsu. A resolution will be
submitted to the forthcoming annual general meeting of the
Company to re-appoint Messrs Deloitte Touche Tohmatsu as

the auditors of the Company.

On behalf of the Board

SONG LIN

CHAIRMAN

CHINA RESOURCES LOGIC LIMITED

Hong Kong, 2nd April, 2003
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