On 9th September, 2002, the Company executed (i) a
guarantee; (i) a completion guarantee; and (iii) a funding
undertaking all in favour of Hang Seng Bank Limited in
respect of all obligations of Fame Winner Limited (‘‘Fame
Winner’’) under a loan facility of HK$79 million granted to
Fame Winner for a development project of a
residential/commercial building with a total gross floor
area of approximately 42,314 square feet located at Nos.
253-265 Queen’s Road Central and Nos. 30-38 Hillier
Street, Hong Kong (the ‘“Hillier Street Project’”).

Fame Winner, which is indirectly owned by Chi Chueng,
the non wholly owned listed subsidiary of the Company,
was formed to undertake the Hillier Street Project. The
terms of the said loan facilities were entered into on normal
commercial terms.

Fame Winner had agreed to pay a guarantee fee in an
amount of HK$79,000 to the Company in consideration for
the Company providing the said guarantee, funding
undertaking and completion guarantee. Such fee
arrangements were based on normal commercial terms and
agreed on an arm’s length basis.

On 11th February, 2003, the Company entered into a sale
and purchase agreement with Chi Cheung and its wholly
owned subsidiary, Jumbo Legend Limited relating to,
among other things, the sale of a group of wholly owned
subsidiaries of the Company, which held direct or indirect
interests in certain properties, and the purchase of Super
Series Limited, a wholly owned subsidiary of Chi Cheung,
which held 100% indirect interest in a development project
at the Queen’s Road Central/Hillier Street (the °‘Asset
Transaction’’).

As Chi Cheung was a non wholly owned listed subsidiary
of the Company, the Asset Transaction constituted a
connected transaction for the Company. The Asset
Transaction was approved by independent shareholders of
the Company on 28th March, 2003 and the completion of
which is subject to certain conditions precedent being
fulfilled (or waived). The proceeds on the disposal
amounted to approximately HK$615.8 million (the ““‘CC
Consideration’’) and the consideration of the acquisition of
Super Series Limited amounted to approximately
HKS$103.9 million (the ‘‘C Consideration’’). The CC
Consideration would be satisfied partly by setting-off
against the C Consideration in cash and partly by the
allotment and issue of approximately 11,375.6 million
shares (subject to adjustment) of Chi Cheung to the
Company at an issue price of HK$0.045 per share.
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The Directors considered that the primary aim of the Asset
Transaction was to provide an income base and greater
flexibility to Chi Cheung and its subsidiaries for its future
development.

By a sub-lease agreement dated 2nd July, 2002 entered into
between Chi Cheung, a non wholly owned listed subsidiary
of the Company and Chinese Estates, Limited (‘‘CEL”’),
wholly owned subsidiary of the Company, CEL agreed to
sub-lease to Chi Cheung the office premises at Room 101,
Ist Floor, MassMutual Tower, 38 Gloucester Road,
Wanchai, Hong Kong on normal commercial terms for two
years commencing from 1st March, 2002 to 29th February,
2004 at a monthly rental of HK$7,500 with rent free for
three months in 2002 and two months in 2003.

On 6th September, 2002, the Company together with Solar
Chain Limited (‘‘Solar Chain’’) executed an irrevocable
joint and several guarantee (including a funding
undertaking and a completion guarantee) in favour of Bank
of China (Hong Kong) Limited in respect of all obligations
of Rich Century Limited (‘‘Rich Century’’) under a loan
facility of up to HK$57.6 million granted to Rich Century
for financing a development project comprising 64
residential units with approximately 46,000 square feet
gross floor area located at Tong Yan San Tsuen in Yuen
Long.

Rich Century is an indirect wholly owned subsidiary of The
Kwong Sang Hong International Limited (‘‘Kwong Sang
Hong’’). Each of the Company and Solar Chain has 50%
interests in Power Jade Capital Limited which holds
53.52% interests in Kwong Sang Hong.

Rich Century had agreed to pay a guarantee fee in an
amount of HK$28,800 to each of the Company and Solar
Chain in consideration for the Company and Solar Chain
providing the said guarantee. Such fee arrangements were
based on normal commercial terms and agreed on an arm’s
length basis.
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On 7th September, 2002, the Company together with Solar
Chain executed an irrevocable joint and several guarantee
(including a funding undertaking and a completion
guarantee) in favour of Bank of China (Hong Kong)
Limited as agent of syndicated bankers in respect of all
obligations of Healthy Sun Limited (‘‘Healthy Sun’”) under
a loan facility of up to HK$910 million granted to Healthy
Sun for financing a development project comprising 960
service apartment units with approximately 585,626 square
feet gross floor area at Nos. 124-142 Yeung Uk Road,
Tsuen Wan.

Healthy Sun is an indirect wholly owned subsidiary of
Kwong Sang Hong. Each of the Company and Solar Chain
has 50% interests in Power Jade Capital Limited which
holds 53.52% interests in Kwong Sang Hong.

Healthy Sun had agreed to pay a guarantee fee in an
amount of HK$455,000 to each of the Company and Solar
Chain in consideration for the Company and Solar Chain
providing the said guarantee. Such fee arrangements were
based on normal commercial terms and agreed on an arm’s
length basis.

For the year ended 31st December, 2002, the Group
provided financial assistance to Dollar Union Limited
(“‘Dollar Union’’) which was currently owned as to 75%
by the Group and 25% by the group of Kwong Sang Hong,
an associate of the Company:

(1) Aggregate advances made by the Group to Dollar
Union amounted to HKS$1,115 million (2001:
HKS$1,112 million). The advances were unsecured,
interest free and had no fixed repayment date.

(i) The Company issued a several guarantee dated 29th
April, 1998 in favour of Land Development
Corporation (the Urban Renewal Authority (‘“URA’”)
as its successor) and Opalman Limited in respect of
75% of performance and fulfilment of obligations of
Dollar Union under the development agreement dated
8th March, 1996 (as supplemented by a variation
agreement and a side letter dated 10th April, 2002
and 28th August, 2002 respectively).
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10.

Dollar Union was site of
approximately 72,987 square feet bounded by Queen’s

Road East, Ruttonjee Hospital, Cross Street and Tai Yuen

formed to develop a

Street in Wanchai,
Project’’) with URA.

Hong Kong (‘“Tai Yuen Street

Development cost of Dollar Union was funded by advances
from all its shareholders in proportion to their respective
equity interests in Dollar Union and on a several basis. As
at 17th April, 2003, the aggregate advances made by the
Group to Dollar Union amounted to approximately
HKS$1,161 million.

Total development cost of the Tai Yuen Street Project was
estimated to be HK$2.8 billion, of which HK$1,480 million
had been paid up to date. Estimated future development
cost was HK$1,320 million and the Group’s share thereof
was HK$990 million. Future development cost would be
incurred from time to time according to the progress of the
Tai Yuen Street Project from now to year 2008 and would
be funded by further advances from the respective

shareholders of Dollar Union and/or bank borrowings.

During the year ended 31st December, 2002, the Group
also provided financial assistance to Modern City
Investment Limited (‘“Modern City’’) which was currently
owned as to 75% by the Group and 25% by an independent
third party:

(i) Aggregate advances made by the Group to Modern
City amounted to HK$58 million (2001: HKS$56
million). The advances were unsecured, interest free
and had no fixed repayment date.

(i) The Company issued a guarantee dated 30th
November, 2001 in favour of Standard Chartered
Bank in respect of 75% of liabilities and obligations
of Modern City under a loan facility of up to HK$60
million granted to Modern City.
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11.

Modern City was holding ‘‘Chic Castle’ of President
Commercial Centre, Mong Kok, Kowloon with a total
gross floor area of 19,797 square feet and a roof area of
2,527 square feet yielding a total rental income of about
HK$9.5 million (2001: HK$8.5 million) for the year ended
31st December, 2002. As at 17th April, 2003, the
aggregate advances made by the Group to Modern City
amounted to HK$58 million.

For the year ended 31st December, 2002, the Group further
Conduit Road
Development Limited (‘‘CR Development’”) which was
currently owned as to 70% by the Group:

provided financial assistance to

(i) Aggregate advances made by the Group to CR
Development amounted to HK$46 million (2001:
HK$109 million).

interest free and had no fixed repayment date.

The advances were unsecured,

(i1)) On 3lst October, 2002, the Company executed a
several guarantee (including a funding undertaking
and a completion guarantee) in favour of Standard
Chartered Bank as agent of syndicated bankers in
respect of 70% of liabilities and obligation of CR
Development under a loan facility of up to HK$350
million granted to CR Development.

CR Development was holding a residential development at
55 Conduit Road, Hong Kong. Development cost of CR
Development was funded by advances from both of its
shareholders in proportion to their equity interests in CR
As at 17th April, 2003, the aggregate
advances made by the Group to CR Development
amounted to HK$47 million.

Development.
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12.

13.

The Company executed on 11th July, 2000 a several
guarantee of up to an amount of HK$250.4 million in
favour of Hang Seng Finance Limited as agent of
syndicated bankers in respect of 10% obligations of Grace
Sign Limited (‘‘Grace Sign’’) under a syndicated loan
facility of HK$2,504 million to Grace Sign for a
development project of site area of 387,569 square feet
with a total development potential of 904,176 square feet
gross floor area comprising 8 blocks of luxurious
residential units in King’s Park, Kowloon (‘‘King’s Park
Project™).

Grace Sign, which was indirectly owned as to 10% by the
Company and was indirectly owned as to 30% by New
World Development Company Limited (‘‘New World””),
was a joint venture company formed in order to undertake
the King’s Park Project. The amount of the guarantee was
limited to the Group 10% equity interest in Grace Sign.
The terms of the loan facility were under normal
commercial terms and were agreed on an arm’s length
basis and were within the normal course of business.

By virtue of 70% interests of the Company and 30%
of New World
development in Hong Kong, New World was a connected

interests in an unrelated property

person of the Company.

On 26th June, 2002, the Company’s wholly owned
subsidiary Evergo China Holdings Limited (‘‘Evergo
China’’) and Golden Beam Investment Ltd. (‘‘Golden
Beam’’) had entered into a deed of counter-guarantee
(‘‘Counter-Guarantee’’) in favour of New World China
Land Limited (‘““NWCL”’) in respect of a guarantee (the
““‘Guarantee’’) given by NWCL on 10th August, 2001 in
favour of Bank of Communications, Changning Sub-branch
in Shanghai, the PRC (the ‘‘Bank’’) in proportion to the
35% shareholding of Golden Beam in Grand Make
International Limited (‘‘Grand Make’’).
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14.

Grand Make was interested in 99% of the registered capital
of Shanghai New World Huai Hai Property Development
Co., Ltd. (the ““PRC JV’’) whose principal activity was
real property development. = NWCL had given the
Guarantee in respect of the obligation of the PRC JV under
a loan facility (the ‘‘Facility’”) up to an aggregate amount
of RMB800,000,000, together with interests, legal fees and
other expenses up to a maximum of RMB820,000,000.

Under the Counter-Guarantee, Golden Beam has to
reimburse NWCL any payment made by it under the
Guarantee in the specified proportion of 35%; to pay
NWCL a guarantee fee of 0.25% per annum in respect of
the 35% of the actual outstanding amount of the Facility;
and to indemnify NWCL against all reasonable costs and
expenses properly incurred by NWCL in the execution or
performance of the terms and conditions of the
Counter-Guarantee. In addition, Evergo China guarantees
the obligations of Golden Beam under the
Counter-Guarantee.

NWCL was an associate of a substantial shareholder of a
subsidiary of the Company by virtue of 70% interests of the
Company and 30% interests of New World Development
Company Limited in an unrelated property development in
Hong Kong.

Groupluck Company Limited (‘‘Groupluck’’), a wholly
owned subsidiary of the Company involved in the money
lending business in Hong Kong, agreed to make available a
revolving loan facility of HK$50 million (the ‘‘Loan’’) to
Get Nice Investment Limited (‘‘Get Nice’’) at interest rate
of 3% above prime rate with maturity date of 31st
December, 2002 pursuant to a loan agreement dated 8th
March, 2002 (the ‘‘Loan Agreement’’). The Loan was
secured by the personal guarantee of Mr. Hung, Hon-man
which was then released and replaced by a corporate
guarantee executed on 6th June, 2002 by Get Nice Holdings
Limited (‘‘Get Nice Holdings’’), a holding company of Get
Nice, upon listing of shares of Get Nice Holdings on the
Stock Exchange. During the year, the Loan had not been
drawn down.

36 CHINESE ESTATES HOLDINGS LIMITED  Annual Report 2002

14.

Grand Make 156 i ERY 2
BRARAE ("THEEGEAH ) E
MEARZ 99% fELs - THEG /A FE
ZEEER R FRAERR - Fritih
IRt A LR B 8 A R B R i
e A R 800,000,000 JCZ EFKRIE
(TEME ) CEMIEHER > E
[FIFE ~ FRANEE R HA S %A
R 820,000,000 JT °

HRABIEIR > Golden Beam ZH[MIAHESR
Hh R EE H R E ELI] 35% (T A
rh B EAR RS IR P N K Bk
A B R EREEEZ 35% [MHT
Srh B i S A AR 0.25% o HE AR
B DLyt 5 e e st 7 B L A
BUTEUETT RIE IR Z IRk R T
EXfN I EEEER R -
gh » 5 5 EIHE R Golden Beam R
BRIEREI TR -

RN B E RS —TEIEREYE
B 70% Rt - AT AR RAR
INFIRAE H T 309% HERS o Mot Feh
BRI Bt s AN ] — B B N Bl iz
e o B AL -

ATl 2 E K& 2 Al Groupluck
Company Limited ( " Groupluck ; ) A%
PR UESER - B2 A RIFEREH
Wk —EZEF=H/\HEKimi#
(TEXGH ) - MEFRERR
23E] (TS ) 1247 50,000,000 #E T
ZFEEEREE (T FER R
BEEAERMN E - B —EE
“HETZH=T—H - EDEtES
Fede 2 M AFERVEIRAT - BR0E A
PREARIARELT L PRI N RIRS PR
FRONE] (7RSI ) (2 IR aL
Fr LR - AL R — &
ZUHEANAANHRBCAFHER - R
AEERA > ERHAREI -



Mr. Hung, Hon-man, a director and substantial shareholder
of Cyber Mind Limited (‘‘Cyber Mind’’), a non wholly
owned subsidiary of the Company, was also a director and
controlling shareholder of Get Nice and was deemed to be
The Directors
considered that the terms under the Loan Agreement were

a connected person of the Company.

(i) on normal commercial terms and in the ordinary and
usual course of business of the Group; (ii) in the best
interest of the Group; and (iii) fair and reasonable so far as
the Shareholders of the Company was concerned.

Mr. Hung, Hon-man had ceased to be a connected person
by virtue of the cessation of his directorship and
shareholding in Cyber Mind in May and June 2002
respectively and the disposal of the entire interests in Cyber
Mind by the Group in June 2002.

None of the Directors has a service contract with the Company or
any of its subsidiaries not terminable by the employing company
within one year without payment of compensation (other than
statutory compensation).

During the year, there existed a consultancy agreement with
Goldking Ltd., a company controlled by Mr. Joseph Lau,
Luen-hung and Mr. Thomas Lau, Luen-hung.

Details of bank loans and overdrafts repayable within one year or
on demand are shown in the consolidated balance sheet. Details
of long-term secured and unsecured bank loans and other loans
are shown in note 33 to the financial statements.

Interest capitalised during the year by the Group amounted to
HK$3,284,000 (2001: Nil).
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The Group operates two pension schemes:

(1) the provident fund scheme as defined in the Occupational
Retirement Schemes Ordinance, Chapter 426 of the laws of
Hong Kong, (the ‘‘Scheme’’); and

(2) the provident fund scheme as defined in the Mandatory
Provident Fund Schemes Ordinance, Chapter 485 of the
laws of Hong Kong (the ‘‘MPF Scheme’’).

Both the Scheme and the MPF Scheme were defined
contribution schemes and the assets of both schemes were
managed by their respective trustees accordingly.

The Scheme was available to the Group’s full-time permanent
staff employed in Hong Kong on or before 1st August, 2000.
Contributions to the Scheme were made by the Group at 5%,
7.5% or 10% based on the staff’s basic salary depending on the
length of service. Staff members were entitled to 100% of the
Group’s contributions together with accrued returns after
completing 10 years of service or more, or attaining the
retirement age, or were entitled at a reduced scale between 30%
to 90% of the Group’s contributions after completing a period of
service of at least 3 years but less than 10 years. The Scheme
allowed any forfeited contributions (made by the Group for any
staff member who subsequently left the Scheme prior to vesting
fully in such contributions) to be used by the Group to offset the
current level of contributions of the Group.

The MPF Scheme was available to all employees aged 18 to 64
and with at least 60 days of service under the employment of the
Group in Hong Kong. Contributions were made by the Group at
5% based on the staff’s relevant income. The maximum relevant
income for contribution purpose is HK$20,000 per month. Staff
members were entitled to 100% of the Group’s contributions
together with accrued returns irrespective of their length of
service with the Group, but the benefits were required by law to
be preserved until the retirement age of 65.
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In order to provide similar benefits to those who joined the MPF
Scheme and the Scheme, the Group provided an additional
portion (the ‘“Top-up Portion’”) for those who joined the MPF
Scheme. The purpose of the Top-up Portion was to match up the
benefits of the MPF Scheme with that of the Scheme by
providing those staff under the MPF Scheme with basic salary
over HK$20,000 and/or years of service over 5. Contributions to
the Top-up Portion were made by the Group at 5%, 7.5% or 10%
of staff’s basic salary less the Group’s mandatory contribution
under the MPF as mentioned above.

The Group’s cost for the schemes charged to income statement
for the year ended 31st December, 2002 amounted to
HK$3,384,000 (2001: HK$3,542,000). In addition, an amount of
forfeited employer’s contributions for the Scheme amounted to
HK$692,000 (2001: HKS$1,455,000) was utilised towards
reducing the Group’s contributions during the year.

For the year ended 31st December, 2002, the aggregate
purchases attributable to the Group’s largest supplier and the top
five largest suppliers contributed approximately 13.4% and
48.5% respectively to the total purchases of the Group (2001:
35.5% and 61.9% respectively).

The five largest customers of the Group amounted to less than
30% of the total turnover of the Group during the year.

Details of significant post balance sheet events of the Group are
set out in note 47 to the financial statements.

A summary of the results, assets and liabilities of the Group for
the past five years is set out on page 102.

Ry T 2 EtE SR E R AT R A
PR » AR E R 2 aiE S5 R
AV BRSNSy (T HIE SRS ) - fiE
43 B2 H$58 20,000 VETT A /
AR 5 R BER AT SEE
FERIT iRl o AEEEHRIB IR B REAH &2
5% ~ 7.5% B 10% AL R EE _dirsfE <
A EIEH i s e R i R B it

A

K

AEERNEE EZE A1 H=1—HIk
R EI BN KRR B R
3,384,000 #EIT ( —FEE M 3,542,000 #E
TG ) o Wb > BEATESE T ERIURE At
#X 692,000 HEIT ( “FEZE 1 1,455,000 #
T ) EAAE A I ERIRA SR 3K -

BE_ZZHA+_H=1+—HILFE K
SR AL RS e AL RE RS A o I R
o3 RAL A S ] 2 W B R A 13.4% K
485%( —ZFEEZE—F 1 437l R 355% K
61.9% ) °

AREE L AREFHEAFEEAEE &
FEEEE DTN 30% ©

AR B TR e S R
Fifzk 47 -

AREENEE AT HEE ~ B A ETE
A 102 H »

HAEEEE —ZZx-f5m 39



Except that the Independent Non-executive Directors were not
appointed for any specific terms as they would be subject to
retirement by rotation in accordance with Bye-law 111 of the
Bye-laws of the Company, the Company complied throughout
the year ended 31st December, 2002 with the Code of Best
Practice as set out in Appendix 14 to the Listing Rules.

The financial statements for the year were audited by Messrs.
Deloitte Touche Tohmatsu who would retire at the conclusion of
the forthcoming Annual General Meeting, and being eligible,
offer themselves for re-appointment.

On behalf of the Board
Thomas Lau, Luen-hung
Chairman

Hong Kong, 17th April, 2003
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