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The Board of Directors (the “Directors”] would like to submit their annual report together with

the audited accounts for the year ended 31 December 2002.

Principal activities and geographical analysis of operations
The principal activity of the Company is investment holding. The principal activities and

other particulars of the subsidiaries are sef out in Note 13 o the accounts.

An analysis of the Group’s performance for the year by business and geographical segments

is set out in Note 3 to the accounts.

Results and appropriations
The results of the Group for the year are set out in the consolidated profit and loss account

on page 53.

The Directors do not recommend the payment of dividend for the year ended 31 December

2002 (2001 Nil).

Fixed assets
Movements in fixed assets of the Group during the year are sef out in Note 12 to the

accounts.

Share capital

Details of the Company’s share capital are set out in Note 26 to the accounts.

Reserves
Movements in reserves of the Group and the Company during the year are set out in Note

27 to the accounts.
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Directors

The Directors who held office during the year and up to the date of this report were:

Gao Dezhu

Wang Xingdong

Yan Xichuan (appointed on 2 August 2002)

Li Shiming

He Xiaoli (appointed on 27 February 2002)

Tam Wai Chu, Maria (Independent Non-executive)
Lam Chun, Daniel (Independent Non-executive)

Selwyn Mar (Independent Non-executive, appointed on 5 November 2002)

Mr. Yan Xichuan and Mr. Selwyn Mar retire from office in accordance with Article 102 of

the Company’s Bye-laws and, being eligible, offer themselves for re-election.

M:r. Lam Chun, Daniel retires from office in accordance with Article 111(A] of the Company's

Bye-laws and, being eligible, offers himself for re-election.

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 and any of its
subsidiaries within one year without payment of compensation, other than normal statutory

obligations.
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EEcEsEERBERS 2ERN Directors’ interests in securities and rights to acquire securities

R-ZZBEETE_F+-_A=+—H KABZEZEHIT As at 31 December 2002, the interests of the Directors or the chief executive of the
AR AR B S EERMEREOER (B 5 (B Company in any equity or debt securities of the Company or any of its associated corporations
=) RO (T BRG] 2ER) 2EMARZASE  (within the meaning of the Securities (Disclosure of Interests] Ordinance {"SDI Ordinance”))
BEHFPRARBEEBEESIGOIE28IKMEALE  which are required to be notified to the Company and The Stock Exchange of Hong Kong
ARAFRBEEBERSGMAERAT ([BEAZFT]) Z#  limited [the "Stock Exchange”] pursuant fo section 28 of the SDI Ordinance |including
= (B IERBERBERESGOIEI VG M RE —ZHE  inferests which they are deemed or taken to have under section 31 of the SDI Ordinance or
ESEERAB 2 HER) @ ARBHEBEESIROIZE29  Part | of the Schedule 1o the SDI Ordinance) or which are required, pursuant to section 29
GAZE DR Z GO Pt S - SRR A RFE  of the SDI Ordinance, to be entered in the register referred to therein or are required,

FETESFXGNBRESFRIANEGARA REZFT  pursuant fo the Model Code for Securities Transactions by Directors of Listed Companies, fo
ZREFHMT be notified to the Company and the Stock Exchange were as follows:

Exns EEME FrEEBEKREE
Name of director Nature of interest Number of ordinary shares held
fal /N & A

He Xiaoli Personal 20,000

B EXCFRIRBEE SN - KRR ZEEHITHAAEFKE  Save os disclosed above, none of the Directors or the chief executive of the Company or
FEZHEAMERKRARKEAMIEEER ZE  any of their associates had interest in any equity or debt securities of the Company or any
IR AN EREE S PR - of its associated corporations.

AREFEERN KRR ZEFRITHREHRIEEZBM  During the year, none of the Directors or the chief executive of the Company nor their
SR8 FRMBERRITEEMMBERNIATRE  spouses or children under 18 years of age was granted or had exercised any right to
ARR S EAEAAABER 2 EAREAXNEFES - subscribe for any equity or debt securities of the Company or any of its associated

corporations.

REFES  BRE  RREFER Convertible securities, options, warrants or

BOLREF similar rights

AARRZZEZEZF+_A=+—BIXEEMHK The Company had no outstanding options, convertible securities, warrants or other similar
(T ABRRHE - AIRAIRFE S - RIREFZSHEMEEMLL  rights as of 31 December 2002.

WA o

P N0 A B O] 31T {6 ] RS AR e AT HA IR B 5 o There was no repurchase or exercise of options and convertible securities during the year.
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Substantial interests in the share capital of the Company
As at 31 December 2002, according to the register required fo be kept by the Company
under section 16(1] of the SDI Ordinance, the Company was notified that the following

shareholders were interested in 10% or more of the issued share capital of the Company:

HERITRS

RO E #wHzESHE

BRREB liogza Number of Percentage of

Name of shareholder Note shares held total issued shares

RECeBIER

State Nonferrous Metals Industry Administration * 1 416,009,928 53.87%

China Nonferrous Metals Holdings (Cook Islands) Limited 1 416,009,928 53.87%
TEEEEBE (BB EEER
AR(HEBEE (FH)

China Nonferrous Metals Group (Hong Kong) Limited ("CNMG") * 2 416,009,928 53.87%

Haka International Limited (“"Haka") 383,188,208 49.62%

Bt -
* ESEEIEZME -

1. RIBRFESIED  ZERREARSEE AHokaFE
2383,188 208 kBFEAE (FE)FHEZ
32,821,720 ety 2 &5 ©

2. BAHHE32,821,720RBH - HEHE (FE)
5 AR A A B Hakat$ A 2 383,188,208 15 2
M -

EECE0kER

ADE - AEMZERARLMES A2 HBD AR
AEEE A SE IR BRI A A
E¥BBEARE MARAEFREREEEAF
HZAE@MAL -

EEASN

MRAFHRESORAHEAETRHEE (BH) 2BER
S REVI2AEME33(a)FAREI - AFE AR ER
YEFEETAEBASE 2N EMERNDD XD
ZEBRITREHR ©

Notes:
Please refer to the Note on page 2.

1. By virtue of the SDI Ordinance, these companies are deemed to be interested in the
383,188,208 shares held by Haka and 32,821,720 shares held by CNMG.

2. In addition to 32,821,720 shares held by itself, CNMG is deemed to be interested in
the 383,188,208 shares held by Haka.

Directors’ interests in contracts
No contract of significance to which the Company, any of its holding companies, or any of
their 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.

Management contracts
Save as disclosed in the connected transactions with CNMG on page 50 and Note 33(a)
on page 112, no contract for management and administration of the whole or any substantial

part of any business of the Group was entered into or existed during the year.
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Major customers and suppliers
The information in respect of the Group’s sales and purchases aftributable to the major

customers and suppliers during the year is as follows:

BREP The largest customer

BRAKRKEF Five largest customers
Fir ik #8588 in aggregate

BAMER The largest supplier

BRAARHER Five largest suppliers
Fir 16 42 %8 in aggregate

RAFEEMRRE  SERFREBEA (EERLBZ
PRz EmMRAI(TERARAD) HARBRR (BLE
ERMERBEEARRBRARSUAL) - HEgES it
BEPRHER 2[R -

BE - HERIWMEAAT EHES
AR R KEAETHE D ARAFEREEEE - &
EXEEARAZ EHES -

LS
AEBETHERARRRP ZEBYEZFEN
REIISHE -

EFUBEBE
AEBNBEREMKEE ¥ EREERE EH
SHNEI16HE -

14%

43%
2% 6%

7% 12%

At no time during the year, have the Directors, their associates (as defined in the Rules
Governing the Listing of Securities on the Stock Exchange (“Listing Rules”)) or any shareholders
of the Company (which to the knowledge of the Directors owns more than 5% of the

Company's share capital) had any interests in the above customers and suppliers.

Purchase, sale or redemption of the Company's listed securities
Neither the Company nor any of its subsidiaries have purchased, sold or redeemed any of

the Company's listed securities during the year.

Properties
Particulars of the major properties held for investment and property under development of

the Group are shown on page 115.

Five year financial 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 page 116.
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Share option scheme

The share option scheme of the Company [the “Share Option Scheme") was adopted
pursuant fo a resolution passed on 30 September 1993 and will remain in force for 10
years from that date. The purpose of adopting the Share Option Scheme is to provide
incentive to the eligible participants, being the executive directors and employees of the

Group, to contribute further fo the success of the Group.

The maximum number of shares of the Company in respect of which share options may be
granted (together with the number of shares issued pursuant to share options exercised and
number of shares in respect of which share options remain outstanding] under the Share
Option Scheme, shall not, when aggregate with any shares subject to any other scheme,
exceed 10% of the issued share capital of the Company from time to time, excluding the
number of shares issued and allotted pursuant to the Share Option Scheme. The maximum
entitlement of each parficipant under the Share Option Scheme is 25% of the aggregate
number of all shares of the Company for the time being issued and 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, upon payment of HK$10 by way of consideration for the grant of the offer. The
exercise period of the share options granted is to be defermined by the Directors of the
Company, and shall not exceed 4 years commencing after the date of acceptance of the
grant of the share options and expiring on the last day of the 4-year period and

notwithstanding that the period of the Share Option Scheme may have expired.

The subscription price of the share options shall be determined by the Directors of the
Company, being not less than the higher of (i) 80% of the average of the closing price of
the shares of the Company on the Stock Exchange for the five trading days immediately
preceding the date of the offer of the share options and (i) the nominal value of the shares

of the Company.

In view of the new requirements of Chapter 17 of the Listing Rules which came into effect
n 1 September 2001, a resolution will be proposed at the forthcoming annual general
meeting to adopt a new share option scheme and fo terminate the operation of the existing

Share Option Scheme.

As at 31 December 2002, there are no outstanding share options granted under the Share

Option Scheme.
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Pre-emptive rights
There is no provision for pre-emptive rights under the Company’s Bye-laws or the law in

Bermuda.

Code of best practice

The Company has complied with the Code of Best Practice as set out in Appendix 14 of the
Listing Rules throughout the year ended 31 December 2002 except that the Independent
Non-executive Directors of the Company are not appointed for a specific term as they are
subject fo retirement by rofation and re-election at the annual general meeting of the

Company in accordance with the Company’s Bye-laws.

Audit committee

The members of the audit committee of the Company currently include three Independent
Non-executive Directors namely, Mr. Selwyn Mar, Ms. Tam Wai Chu, Maria and Mr. Llam
Chun, Daniel.

Auditors

KPMG were appointed as auditors of the Company at the 2000 annual general meeting.
Arthur Andersen & Co. ("AA") were appointed as auditors of the Company on 19 March
2001 to fill the vacancy caused arising from the resignation of KPMG as auditors of the
Company on the same date. Following the combination of practices of
PricewaterhouseCoopers ["‘PwC") and AA on 1 July 2002, PwC were appointed o fill the
casual vacancy arising from the resignation of AA as the auditors of the Company with

effect from 11 October 2002.

The accounts have been audited by PwC who will refire at the forthcoming annual general

meeting and, being eligible, offer themselves for re-appointment.
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Connected transactions

Non-wholly owned subsidiaries

Background

(i

(i)

Condo Group

The Company holds a 52% beneficial interest in each of Condo Curtain Wall
Company Limited ("CCW") and Condo Engineering (China] Limited ("CEC") while
each of Messrs. Yu lap On, Stephen, Ng Tze Kwan ("Mr. Ng") and Cheung Sui
Keung ["Mr. Cheung") [collectively, “Condo MSs") holds a 16% beneficial interest in
each of CCW and CEC. Shanghai Jin Qico Condo Decoration Engineering Co.,
ld. (EBEBHMEHTRERAA) ("in Qiao Condo”) is owned as to 90.39%
by CEC, and 9.61% by Shanghai Huayuan Aite Curtain Wall Engineering Company
limited (L8ERE FE 1 TEARAF) ("Huayuan”). The Condo MSs are directors
of CCW and CEC while Mr. Ng and Mr. Cheung are also directors of Jin Qiao
Condo. Mr. Cheung tendered his resignation as a director of Jin Qiao Condo which

will take effect upon registration with the relevant PRC authorities.

Each of the Condo MSs has executed various deeds of counter-indemnity in favour
of the Company to indemnify 16% of the losses arising out of any guarantees or
securities provided by the Company in securing facilities granted to CCW, CEC, Jin
Qiao Condo and any other companies under the Condo Group [as defined in such
deeds of counter-indemnity) and 16% of the indebtedness due to the Company from
CCW, CEC, Jin Qiao Condo and any other companies under the Condo Group.

Enful Group

The Company holds a 52% beneficial interest in Enful Engineering Limited ("EEL")
while the remaining 48% beneficial interest in EEL is held by Sinowise Development
Limited ("Sinowise"] which is in turn beneficially owned as to 22% by Mr. Keung
Chee Cheong ["Mr. Keung"), 22% by Mr. Mak Yun Wo, Simon ["Mr. Mak"), 26% by
Woo King Kwong ("Mr. Woo") and 30% by Mr. Kong Chi Yeung ("Mr. Kong")
[collectively, “Enful MSs”). The effective interest in EEL held by each of Mr. Keung,
Mr. Mak, Mr. Woo and Mr. Kong are thus 10.56%, 10.56%, 12.48% and 14.40%
respectively. Mr. Keung and Mr. Mak are also directors of EEL.
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Background (cont'd)

i)

(iii)

(iv)

Enful Group (cont'd)

Each of Sinowise and the Enful MSs has executed various deeds of counter-indemnity
in favour of the Company to indemnify 48% of the losses arising out of any guarantees
and securities provided by the Company in securing facilities granted to EEL and
any other companies under the Enful Group [as defined in such deeds of counter-
indemnity) and 48% of the indebtedness due to the Company from EEL and any

other companies under the Enful Group.

Polycrown Group

The Company holds a 51% beneficial interest in Polycrown Engineering limited
["PEL") while the remaining 49% beneficial interest in PEL is held by Polyrich Profits
Limited ("Polyrich”) which is in turn 100% owned by Mr. Lleung Pok Ching ["Mr.

leung”). Mr. Leung is also a director of PEL.

Mr. leung has executed a deed of counter-indemnity in favour of the Company to
indemnify 49% of the losses arising out of any guarantees and securities provided
by the Company in securing facilities granted to PEL and any other companies under
the Polycrown Group (as defined in such deed of counter-indemnity). Mr. leung has
executed a deed of counter-indemnity in favour of ONFEM Finance Limited (“OFL"),
a wholly-owned subsidiary of the Company, to indemnify 49% of the indebtedness
due to OFL from PEL and any other companies under the Polycrown Group (as

defined in such deed of counter-indemnity).

Zhuhai (Oriental) Blue Horrison Properties Company Limited

Zhuhai (Oriental] Blue Horrison Properties Company Limited ["ZOBHP”) is owned as
to 80% by ONFEM Company Limited ("OCL"), a wholly-owned subsidiary of the
Company, and 20% by Zhuhai Shining Metals Group Inc. (“Shining Metals").
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Guarantees and securities provided

As at 31 December 2002, the Company and its wholly-owned subsidiaries provided the

following securities in favour of several independent financial institutions in respect of
banking facilities to the extent of HK$96,315,000 and RMB39,600,000 in aggregate
granted by such financial institutions to CCW, CEC, Jin Qiao Condo, EEL, PEL and ZOBHP

for the purpose of financing their general working capital:

(i)

(iii)

corporate guarantees to secure the indebtedness due to such financial institutions for

an amount up to HK$93,300,000 in aggregate;

pledge of cash deposits of approximately HK$85,173,000 in aggregate; and

legal charge over ONFEM Tower, 29 Wyndham Street, Central, Hong Kong, Inland
Lot No. 1005 (the “Property”) with carrying amount of HK$203,000,000 as at 31

December 2002 and assignment of rentals generated from the Property.

The details of the securities provided by the Company and its wholly-owned subsidiaries in

securing banking facilities granted by independent financial institutions to the non-wholly

owned subsidiaries during the year in financing their general working capital are as

follows:

On 8 March 2002, Industrial and Commercial International Capital Limited (“ICIC")
granted a banking facility to the extent of HK$7,000,000 to CEC. The Company
executed a corporate guarantee dated 8 March 2002 tfo secure repayment of the
indebtedness due by CEC to ICIC for up to HK$7,000,000 and pledged a cash
deposit of HK$7,000,000 placed with ICIC on 3 April 2002, each in favour of

ICIC as securities for the facility.
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Guarantees and securities provided [cont'd)

2)

3)

4]

On 25 April 2002, The Hongkong and Shanghai Banking Corporation Limited
["HSBC") granted a banking facility to the extent of HK$4,000,000 to CEC and
Condo Construction Engineering Co., Lid. G fl &% 4 T2 5 R 2 &) ("Condo
Construction”), a wholly-owned subsidiary of CCW and a company under the Condo
Group. The Company executed a corporate guarantee dated 25 April 2002 to
secure repayment of the indebtedness due by CEC and Condo Construction to
HSBC for up to HK$4,000,000 and pledged a cash deposit of HK$4,000,000
placed with HSBC on 25 April 2002, each in favour of HSBC as securities for the
facility. As at 31 December 2002, such banking facility had expired and the

securities provided by the Company were released.

On 13 June 2002, ICIC granted a banking facility to the extent of HK$8,000,000
fo EEL. The Company executed a corporate guarantee dated 21 June 2002 fo
secure repayment of the indebtedness due by EEL to ICIC for up to HK$8,000,000
and pledged a cash deposit of HK$8,000,000 placed with ICIC on 21 June
2002, each in favour of ICIC as securities for the facility.

On 22 July 2002, China Merchants Bank Shenzhen Shangbu Sub-branch (the “lending
Bank”) granted a loan facility to the extent of RMB1 1,000,000 to Jin Qiao Condo
for a term of 1 year. The Company pledged a cash deposit of HK$ 11,000,000
placed with China Merchants Bank ("CMB”) on 19 July 2002 in favour of CMB
which issued a standby letter of credit in favour of the Lending Bank for the purpose

of securing the facility granted by the Lending Bank to Jin Qiao Condo.
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Guarantees and securities provided [cont'd)

5]

6l

7]

On 15 October 2002, HSBC renewed a banking facility to the extent of
approximately HK$47,925,000 in aggregate to CCW and CEC. Securities provided
by the Company for the facility include: a corporate guarantee dated 21 July 2000
to secure repayment of the indebtedness due by CCW and CEC to HSBC for up to
HK$45,000,000, a charge over cash deposit dated 25 September 2000 of
HK$25,000,000 placed with HSBC, an “all monies” legal charge over and a
renfal assignment in respect of the Property dated 9 January 2001, each in favour

of HSBC.

On 15 October 2002, HSBC renewed a banking facility to the extent of
HK$28,390,000 to PEL. Securities provided by the Company for the facility include:
a corporate guarantee dated 31 May 2001 to secure repayment of the indebtedness
due by PEL to HSBC for up to HK$28,300,000, a second fixed legal charge over
and a second supplement to the rental assignment in respect of the Property both

dated 3 October 2001, each in favour of HSBC.

On 19 November 2002, Hang Seng Bank Limited ["HSB"] renewed a banking
facility to the extent of HK$5,000,000 to EEL. The Company executed a corporate
guarantee on 12 November 2001 to secure repayment of the indebtedness due by
EEL to HSB for up to HK$5,000,000 and pledged two cash deposits of
HK$2,000,000 and HK$3,000,000 previously placed with HSB on 15 November
2001 and 5 February 2002 respectively, each in favour of HSB as securities for the
facility.
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Guarantees and securities provided [cont'd)

8) On 22 November 2002, Shenzhen Development Bank ("SDB") Zhuhai Branch granted
a loan facility to the extent of RMB28,600,000 to ZOBHP for a term of 6 months.
OClL pledged a cash deposit of HK$28,600,000 placed with SDB on 22 November
2002 in favour of SDB Zhuhai Branch for securing the facility while Shining Metals,
for the purpose of securing the same facility, placed HK$5,720,000 with OCL,
representing 20% of the said HK$28,600,000, being the same percentage of the
interest in ZOBHP held by Shining Metals.

Unless otherwise stated above, none of the Condo MSs, Huayuan, the Enful MSs, Mr.
leung and Shining Mefals provided securities according to their proportional beneficial

interest in the respective non-wholly owned subsidiaries for the abovementioned facilities.

Loan advances

As at 31 December 2002, the outstanding balance of the loans advanced by the Company
and its wholly-owned subsidiaries to CEC, Jin Qiao Condo, EEL, Enful Design and Build
Limited (being a company under the Enful Group), PEL and ZOBHP to finance their general
working capital was approximately HK$165,740,000. The interest eamned by the Company
and its wholly-owned subsidiaries on the loan advances to non-wholly owned subsidiaries
amounted to approximately HK$8,216,000 for the year. Although there were advances of
approximately HK$960,000 by the Condo MSs to CEC, HK$2,248,000 by Sinowise fo
EEL and RMB3,519,000 by Shining Metals to ZOBHP in their capacity as minority
shareholders to the relevant non-wholly owned subsidiaries of the Company, the amount of
such loan advances are less than the loan amount to be advanced by each of them as
determined in accordance with their respective proportionate beneficial inferest in the non-

wholly owned subsidiaries.
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Loan advances [cont’d)

The details of the loans advanced by the Company and its wholly-owned subsidiaries to the

non-wholly owned subsidiaries during the year, which were unsecured and advanced for

the purpose of financing their general working capital, are as follows:

2)

3)

4]

5]

On 30 January 2002, OFL made a loan of a principal amount of HK$2,000,000
1 October
2002) at an interest rate of 0.5% over the best lending rate as quoted by HSBC (the
"HKBLR") per annum.

to EEL, (repayable by 6 monthly equal installments from 1 May 2002 to

On 31 January 2002, OCL made a loan of a principal amount of RMBS5,000,000
to ZOBHP (repayable on 31 January 2003) with interest at the rate of the best
lending rate as quoted by the People’s Bank of China (the "PRCBLR") per annum.

On 1 March 2002, OCL extended the repayment date of a loan of a principal
amount of RMB7,000,000 previously granted to ZOBHP on 23 March 2001 to 2
March 2003 with inferest at the rate of the PRCBIR per annum.

On 1 March 2002, OCL extended the repayment date of a loan of a principal
amount of RMB4,800,000 previously granted to ZOBHP on 26 March 2001 to 26
March 2003 with inferest at the rate of the PRCBIR per annum.

On 1 March 2002, OCL extended the repayment date of a loan of a principal
amount of RMB660,000 previously granted to ZOBHP on 24 April 2001 to 19
April 2003 with interest at the rafe of the PRCBIR per annum.
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Loan advances [cont’d)

6l

7]

8)

On 19 June 2002, OFL made a loan of a principal amount of HK$2,420,000 to
CEC [repayable by 3 monthly installments on 30 June 2002, 31 July 2002 and 31
August 2002 respectively) with interest af the rate of the HKBLR per annum. As at 31
December 2002, part of the principal amount of the loan amounting to HK$420,000
was repaid by CEC to OFL.

On 11 July 2001, OFL made a loan of a principal amount of HK$7,700,000 to
PEL (repayable in one lump sum on or before 10 January 2002) with an interest rate
of 0.5% over the HKBIR per annum [the “Original Loan”). On 6 November 2001,
PEL repaid OFL part of the principal of the Original Loan amounting to HK$2,000,000
[the “Repayment’]. On 26 July 2002, OFL advanced a sum of HK$ 1,400,000 to
PEL out of the Repayment on the same terms as the Original Loan and exfended the
repayment date of the remaining balance of the Original loan to 31 October 2002.
As at 31 December 2002, part of the principal of the remaining balance of the
Original loan amounting to HK$ 1,400,000, together with accrued interest of
approximately HK$25,000 were repaid by PEL to OFL.

On 23 August 2002, OCL made a loan of a principal amount of RMB3,840,000
to ZOBHP (repayable on 18 September 2003), of which RMB2,040,000 was
drawn down on 23 August 2002 and RMB1,800,00 was drawn down on 18
September 2002, with interest af the rate of the PRCBLR per annum. Shining Metals
also made a loan of a principal amount of RMB960,000 to ZOBHP. The aforesaid
loans made by OCL and Shining Metfals were in proportion fo their respective

interests in ZOBHP.
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Loan advances [cont’d)

9l

On 18 September 2002, OCL made a loan of a principal amount of approximately
RMB7,838,000 to ZOBHP (repayable on 18 September 2003) with interest at the
rafe of PRCBIR per annum. Shining Metals also made a loan of a principal amount
of approximately RMB1,959,000 to ZOBHP. The aforesaid loans made by OCL

and Shining Mefals were in proportion to their respective interests in ZOBHP.

On 25 October 2002, the Company made a loan of a principal amount of
US$760,000 to Jin Qiao Condo (repayable at the expiry of a term of 3 months
from the draw down date on 1T November 2002) af an interest rate of 4.75% per

annum.

On 19 November 2002, the Company made a loan of a principal amount of
RMBS5,000,000 to Jin Qiao Condo (repayable at the expiry of a term of 3 months)

af an interest rate of 5.31% per annum.

On 28 November 2002, OCL made a loan of a principal amount of RMB2,400,000
to ZOBHP (repayable on 28 November 2003) with inferest at the rate of the
PRCBLR per annum. Shining Metals also made a loan of a principal amount of
RMB600,000 to ZOBHP. The aforesaid loans made by OCL and Shining Metals

were in proportion fo their respective inferests in ZOBHP.

On 24 December 2002, the Company made a loan of a principal amount of
HK$2,000,000 to EEL drawn down on 31 December 2002 [repayable in one lump
sum on or before 30 December 2003) at an inferest rate of 1% over the HKBIR per
annum on the condition that Sinowise would contribute the net proceeds arising from

disposing of its landed property to the normal operation of EEL.
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BERXRS (@) Connected transactions (cont'd)

FrEHE QT (&) Non-wholly owned subsidiaries (cont'd)

BEXBL (&) Loan advances (cont'd)

14) RZZEZE-_HF+_RA=++H X2FAMEHE 14 On 27 December 2002, the Company made a loan of a principal amount of
T it B A& %8 A750,000 T2 ER (AR US$750,000 to Jin Qiao Condo [repayable at the expiry of a term of 9 months) at
NE B EI B ER) - WHRO.25F 2 F F E&t an inferest rafe of 6.25% per annum.

5 o

SN

BRIELXESEHA IWmMDEHARER - ZEIR - RE 4 Unless otherwise stated above, none of the Condo MSs, Huayuan, the Enful MSs, Mr.
BRER  REEREXAHMERBREFAFEZERME  Leung and Shining Metals provided loan(s) according fo their proportional beneficial inferest
mikPlmE BRI EMNBRARIEHER - in the respective non-wholly owned subsidiaries.

REFEHERBENZEHBRHIEZ 8K - KRAFKXE  During the period subsequent fo the year end but before the date of this report, the
FEEWMEZTEMBARIEHRUTEEIPERIE  Company and OCL also provided the following unsecured loans to the non-wholly owned

RREEELZA subsidiaries to finance their general working capital:

1) R-_EZ=F—A+HB r BEHAERAESRE 1) On 15 January 2003, OCL made a loan of a principal amount of RMB4,000,000
HEHEHAESEE /4,000,000t AREZER to ZOBHP (repayable on 15 January 2004 with interest af the rate of the PRCBLR
(AR _ZZENFE-ATHBEEE) @ WREF per annum. Shining Metals also made a loan of a principal amount of RMB 1,000,000
PEERREEE o I BRIEEREZE to ZOBHP. The aforesaid loans made by OCL and Shining Metals were in proportion
HHEAREEEAT,000,000t ANREZERK -« fo their respective interests in ZOBHP.
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2) RIZBEZE=F—-A-+N\RB AXFRAZFM 2 On 28 January 2003, the Company made a loan of a principal amount of

TITE#HASTEAF2,397,000% T2 EHR (A HK$2,397,000 to PEL (repayable by 10 monthly installments from 30 April 2003 to
ST ARBR-_EE=FNA=FTHRE_ZTETN 30 January 2004) at an interest rate of 1% over the HKBRL per annum. Mr. Lleung
F-A=+THER  UREFEBEFINX also made a loan of a principal amount of HK$2,303,000 to PEL. The aforesaid
PRTEEHE o b - REEETRMZ RN TR #E loans made by the Company and Mr. leung were in proportion fo their respective
HAEE A2,303,000F L 2ER - EXXFrit interests in PEL.
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Connected transactions (cont'd)

Non-wholly owned subsidiaries (cont'd)

Others
On 15

(a)

(b)

April 2002,

a setoff agreement was entered into amongst OCL, Shining Metals, ZOBHP and
Tian He Orien Met Property Co., Lid. ("Tian He"] whereby the parties agreed that,
out of the Reimbursement Amount (as defined in the Company’s press announcement
dated 17 April 2002 (the “Announcement’]), in the sum of RMB25,000,000 payable
by OCL to Shining Metals on the Due Date (as defined in the Announcement], OCL
should pay to ZOBHP on the Due Date the sum of RMB7,500,000 with the infention
that such payment by OCL to ZOBHP should set off (i) the sum of RMB 7,500,000
[being a portion of the Reimbursement Amount) payable by OCL to Shining Metals,
which in turn set off (i) the sum of RMB7,500,000 owed by Shining Metals to Tian
He and which in turn set off (iii] the sum of RMB7,500,000 owed by Tian He to
ZOBHP;

a setoff agreement was entered into amongst OCL, Shining Metals, ZOBHP and
Zhuhai Xingyuan Industrial and Trading Development Co., ltd ("Xingyuan”) whereby
the parties agreed that, out of the Reimbursement Amount in the sum of
RMB25,000,000 payable by OCL to Shining Metals on the Due Date. OCL should
pay to ZOBHP on the Due Date the sum of RMB4,625,566.56 with the intention
that such payment by OCL to ZOBHP should set off (i} the sum of RMB4,625,566.56
[being a portion of the Reimbursement Amount) payable by OCL to Shining Metals,
which in turn set off (ii] the sum of RMB4,625,566.56 owed by Shining Metals to
Xingyuan and which in turn set off [iii) the sum of RMB4,352,799.94 owed by
Xingyuan to ZOBHP.

The set-off arrangements contemplated under the above agreements took effect from 31

December 2001.
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Connected transactions (cont'd)

Intermediate holding company

Agreement for provision of administration services

The Company and CNMG entered into an agreement on 12 May 2000 in respect of the
sharing of administrative costs for administration services rendered by CNMG for the
period from 1 January 2000 fo 31 December 2002. Based on the amounts estimated as
specified in the cash flow forecast of CNMG for the year 2000, the maximum amounts to
be paid by the Company were expected to be not more than HK$5,697,500,
HK$6,288,750 and HK$6,933,750 respectively for the years 2000, 2001 and 2002.
The amount shared by the Company for the year was HK$626,000 (2001: HK$2,863,000.

Loan advances

On 16 August 1999, OFL entered info a loan agreement with CNMG under which OFL
made an advance of HK$26,000,000 to CNMG (the "loan”) which was repayable on 29
February 2000 but extended for several times. On 30 November 2001, CNMG made on
the maturity date a repayment of all the interest accrued to the Loan and part of the
principal of the loan amounting to HK$2,750,000 to OFL. The date of repayment of the
remaining balance of the loan amounted to HK$23,250,000 (the “Remaining Balance”)
was extended for a further six months at an interest rate of 2.5% over the prime rate per
annum pursuant to a supplemental agreement entered into between OFL and CNMG on 30
November 2001. The Remaining Balance and the accrued interest thereon were repayable

on 31 May 2002 but remained outstanding as at the date of this report.

During the year, OFL earned inferest income of approximately HK$733,000 (2001:
approximately HK$2,451,000) from the Remaining Balance but a full provision was made

on the accrued interest as at 31 December 2002.

Subsequent events

Details are set out in Note 36 to the accounts.

By Order of the Board
Wang Xingdong
Managing Director

Hong Kong, 24 April 2003



