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Schemes and Termination of the Existing Share Option Schemes of the CSH and
China Land Group Limited.

LI DD —

The CSH file number (82-3596) appears on the upper ri'ght hand corner of the first page of

£\

Yours sincerely,
For and on behalf of
China Strategic Holdings Limited

haul

PROCESSED

Jenny C@kan

Secretary JUN § 3 2002
1 HOMSON

Encl. FINANCIAL

1C/NDT/CSHNO?



File No. 82-3596

- The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation

as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or m
reliance upon the whole or any part of the contents of this announcement.

CHINA STRATEGIC HOLDINGS LIMITED o
(Incorporated in Hong Kong with limited liability)
DESPATCH OF CIRCULAR
IN RESPECT OF THE PROPOSED RIGHTS ISSUE :
WITH BONUS ISSUE OF WARRANTS, -
APPLICATION FOR THE GRANTING OF

{\
#

f‘,[\

THE WHITEWASH WAIVER o=
- AND - | =
GENERAL MANDATE TO ISSUE =

AND REPURCHASE SHARES

The circular setting out information on the Rights Issue with the Bonus Issue of Warrants, application for the granting of the
Whitewash Waiver and the general mandates to issue and repurchase Shares of the Company will be despatched to Shareholders
on 10 May 2002.

The EGM will be held at 7th Floor, Paul Y. Centre, 51 Hung To Road Kwun Tong, Kowloon, Hong Kong at 10:00 a.m. on 4

June 2002 'to consider the Rights Issue with the Bonus lssue. application for the granting of the Whnlewash Waiver and the
general mandates to issue and repurchase Shares of the Company.

Reference is made to the joint announcement of China Strategic Holdings Limited, Hanny Holdings Limited and Paul Y. - ITC

Construction Holdings Limitéd dated 14 March 2002 (the “Joint Announcement”). Terms used herein shall have the same meanings
as defined in the Joint Announcement unless otherwise specified.

DESPATCH OF CIRCULAR

The Directors announce-that a circular of the Company containing, inter alia, details of the Rights Issue with the Bonus Issue,’
application for the granting of the Whitewash Waiver and the general mandates to issue and repurchase Shares of the Company, a

letter from the Independent Non-Executive Director, a letter from the independent financial adwser and a notice of EGM, together
with a form of proxy will be despatched to Shareholders on Friday, 10 May 2002.
EGM

The EGM of the Company will be held at 7th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon Hong Kong at 10 00

a.m. on 4 June 2002 to consider the Rights Issue with the Bonus Issue, application for the grantmg of the Whitewash Waiver and
the general mandates to issue and repurchase Shares of the Company.

PROFORMA NET TANGIBLE ASSETS VALUE OF THE GROUP

HK$’000
* Audited net assets value of the Group as at 31 December 2001 2,220,790
Less: Intangible Asset
— Goodwill (32,708)
Audited net tangible assets value of the Group before Rights Issue 2,188,082
Net proceeds from the issue of the Rights Issue Shares 135,000
Proforma unaudited adjusted consolidated net tangible assets value of the Group
upon completion of the Rights Issue (assuming no Share Option and ) a
Bonus Warrant are exercised before the Record Date) 2,323,082 -
Net proceeds from exercise of Share Options 1,569
Net proceeds from exercise of Share Options for issue
of the Rights Issue Shares 113
Proforma unaudited adjusted consolidated net tangible assets value of the Group
upon completion of the Rights Issue (assuming all Share Option and
no Bonus Warranf are exercised before the Record Date) ) 2,324,764
Number of issued shares before the Rights Issue (Assuming no Share Option exercised) - 460,978,942

Number of issued shares upon completion of the Rights Issue (Assuming no Share Option
and Bonus Warrants are exercised before the Record Date) 1,382,936,826
Number of issued shares upon completion of the Rights Issue (Assuming all Share Option

and no Bonus Warrant are exercised before the Record Date) 1,384,067,076

HK$4.75

Audited net tangible assets value per share before Rights Issue

Proforma unaudited adjusted consolidated net tangible assets value of the Group
per Share based on 1,382,936,826 Shares in issue upon completion
of the Rights Issue (Assuming no Share Option and Bonus Warrant are

exercised before the Record Date) HK$1.68

Proforma unaudited adjusted consolidated net tangible assets value of the Group
per Share based on 1,384,067,076 Shares in issue upon completion

of the Rights Issue (Assuming all Share Option and no Bonus Warrant are
exercised before the Record Dale) HK$1.68

Note: Assumed that Underwriting Agreements become unconditional at the Record Date.
' By Order of the Board
CHINA STRATEGIC HOLDINGS LIMITED
Lien Kait Long

Executive Director
Hong Kong, 9 May 2002




The Stock Exchange of Hong Kong Ltmxted takes no responsibility for the conients of this announcement, makes no represeniation as to its accuracy or completeness and upre.r.rly
disclaims any ll'ablhly whal:oeverfar any loss howsoever arising from or in rzl:ance upon the whole or any part af Ihz contents of this announcement.

CHINA STRATEGIC HOLDINGS LIMITED

(mcarpara:ed in Hang Kong with limited liability)

ONGOING CONNECTED TRANSACTIONS

On st May, 2002 Multi-Million, Allied Glory and Rosedale International entered into the Agreement pursuant to which Multi-Million and ‘Allied Glory have
eppointed Rosedale International to represent Allicd Glory to. manage the Hotel for a term of 10 years from the date of the Agreement at a basic management fee
calculated at 2% on the annual gross revenue of the Hotel (before finarice costs, depreciation and tax) plus an incentive management fee calculated at 5% on the
yearly gross-operating profit of the Hotel (before finance costs, depreciation and tax). :
Multi-Million is an indirect non-wholly owned subsidiary of the Company. Allied Glory, 2 wholly owned subsidiary of Multi-Million, has been grantcd the right to
manage the Hotel, Rosedale Internationat, & wholly owned suhsldmy of Rosedale, is a connected person of the Company by virtue of being an indirect wholly owned
subsidiary of Paul Y. - ITC Construction Holdings Limited, a substantial shareholder of the Company.

The provision of services by Rosedale International in representing Allied Glory to manage the Hotel pursuant to the Agreement constitutes Ongoing Connected
Transactions for the Company under Rule 14.25(1) of the Listing Rules. An application has been made to the Stock Exchange fer a waiver from strict compliance with
the disclosure requirements under Rule 14.25(1) of the Listing Rules in relation to the Ongoing Corinected Transactions. .

THE AGREEMENT

Date ) ’ < Ist May, 2002

Parties and transaction - Multi-Million and Allied Glory have eppointed Rosedals International to represent Allied GlDry 1o manage the Hotc]

Term . ¢ 10 years, starting from the date of the Agreement X
- Management fees -+ i. .a basic management fee calculated at 2% on the annual gross revenue of the Hotel (before ﬁnance costs depreciation and tax),

payable by Multi-Million to Rosedale International quarterly in arrears; plus -

ii. an incentive management fee calculated at 5% on the yearly gross operating profit of the Holcl (before finance costs, depreciation
and tax), payable by Multi-Million to Rosedale International annually in arrears.

Based on.2% on the annual gross revenue of the Hotel and 5% on the yearly gross operating profit of the Hotel for the year ended 315t

ale(csember, 2001 (before finance costs, dcprecxanon nnd tax), lhe estimated annual management fees payable will be approximately

"INFORMATION OF THE HOTEL

The Hotel is & 26 storey, four-star hotel located in Guangzhou, the PRC 1t consists of 466 rooms and suites and has been operated for 13 years. Currenlly, the Hotel is
managed by Allied Glory. The annual gross revenue and gross operating profit of the. Hotel for the year endéd 31st December, 2001 (before finance costs, depreciation
and tax) are approximately- RMB57 million (equivalent to approximately HK$53.3 million at- the Exchangc Ra!e) and RMBID million (equlvalem to approxnmalely
HK$9.3 niillion at the Exchange Rate) respectively. .

"INFORMATION. OF ROSEDALE GROUP

Rosedale was established in 1997 and has successfully provided services, such as hotel dssngn. pre-opening technical assistance, consultancy and managemcm to
numerous hotel properties and projects in Hong Kong and China..

Rosedale International was established by Rosedale-in 2002 for the provmon of the above-mcnucncd hotel related services at locations other than Hong Kong
REASONS FOR THE ONGOING CONNECTED TRANSACTIONS
Following China’s ‘accession to the World Trade Organization, it will gradually open its market to forelgn companies. As Guangzhou is one of the major citics in China,

there will be a great demand for busincss class hotels. Looking ahead, the Hotel is undergoing e series of face-lifting exerciscs to upgrade tlic hotel facilities and will be - )

repositioned from a leisure market hotel 1o a business class hotel. Thc engagement of hotel management services will enable the Hotel to promote an international image
through the participation in global marketing activities and/or joining of an international hotel franchise. -
Multi-Million and Allied Glory have invited offers from numerous hote] management companies and the offer made by. Roscdale Group is the most competitive among
the offers reccived. In light of the successful experience of Rosedale Group, each of the management of Multi-Million and Allied Glory is of the view that.the
appointment of Rosedale International to represent Allied Glory. to manage the Hotel will upgrade the quality of the hotel services and enhance the status and repumuon
.of the Hotel which in turn will also benefit the Company.

After consideration, the directors of the Company (including independent non-execulive directors) are of the opinion that the terms and conditions of the Ongomg
Connected Transactions and lhe Agrecmem are fair and reasonable and in the interest of the Company and its shareholders a5 a whole.

GENERAL . -

The Company indirectly owns approxlmately 65. 56% cquity interest in China Lend and Chma Land mdlrectly owns approximately 82% equity interest in Multi- Million
and Allied Glory. Allied Glory directly owns 99% equity interest in a PRC.co-operative joint venture which has been granted the right to operate the Hotel for a period
from January 1 87 to January 2017, and subject to certain conditions to be fuifilled, the operating period may be extended for a further 20 years. Allicd Glory has been
granted the right to manage the Hotel throughout the operating period of the co-operative joint venture,

Both Roscdale and Rosedale International are indirect wholly owned subsidiaries 'of Paul Y. - ITC Conslrucuon Holdings lened a substantial shareholdcr of the.

Company which owns approximately 17.45% equity interest in the Company. Accordingly, Rosedale Internauonal is regarded as a connected person of the Company
under the Listing Rules,

WAIVER SOUGHT T ' :

As the Ongoing Connected Transactions under the Agreement will take place from time to time on a rcgular basis, the Directors ider that full pli with the
press announcement disclosure requirement under the Llsung Rules would be 1mpracncable. unduly burdensome and costly. Accordingly, an application has been made to

the Stock Exchange for a waiver from strict compliance with the disclosure requm:mems under Rule 14 25(1) of the Listing Rules in relation 10 the Ongoing Connected .

Transactions on' the basis that:

| the Ongoing Connected Transacuons are:.
{a) in the ordinary course of busmcss of Multi-Million, Allied Glory. Rosedale Inlemauonal and the Hotel;
(b) on normal. commercial terms; and
(c) fair and reasonable so far as the shareholders of the Company are concerned.
2. the aggregate amount of management fees to be charged by Rosedale International for cach ﬁnancml year of the Company wnll not exceed the hlgher of:
(a) HKS$10 million; or
{b) 3 per cent of the book value of lhc net tangible assets of the Group for the relevant financial year;
.3 brief details of the Ongoing Connected Transactions shall be disclosed as required by Rule 14.25(1)(A) to (D) of the Llslmg Rules in lhe next snd each
successive annual report and accounts of the Company for ‘each financial year of the Company during the subsistence of the Agr 8 with
of opinion from the independent non-executive Directors and auditors of the Company as referred to in conditions 4 and'§ below; .
4. the independent non-executive Directors shall review annually the Ongoing Connected Transactions and confirm in the Company's annual rcpor( that the
Ongoing C d Tr ions are ducted in the manner as stated in conditions 1 and 2 above; and
5. the auditors of the Company shall review annually the Ongoing Connected Transactions and confirm to the board of Directors in writing that Ongomg Coanected

Transactions have been carried out in accordance with the terms of the Agr:cmcm and the expected cap amount/percentage as stated in condition 2 above has not
been exceeded for the relevant financial year.
In the event that the nature and terms of the Ongoing Connected Transactions be altcred in futtre or-the conditions of the waiver (if granled by the Stock Exchange) are
not met, the Company will comply wtth the relevant requirements of the Listing Rules unless the Company obtains a separate waiver from the Stock.Exchange.

DEFINITIONS

“Agreement” . The agreemem dated Ist May, 2002 entered into among Multi-Million, Allied Glory and Rosedale International in respect of the provision of
: services by Rosedale International in representing Allied Glory to manage the Hotel
“Allied Glory™ ‘Allied Glory Investment Limited, a company incorporated in Hong Kong and is a wholly owned subsxdmry of Multi- Million .
“China Land™ China Land Group Limited, a company incorporated in Bermuda and the shares of which are listed on the Stock Exchange and in which the
. © Company beneficially owns approximately 65.56% equity interest
“Company” China Strategic Holdings Limited, a company lncorporatcd in Hong Kong and the shares of which’ are listed on the Stock Exchange
“Directors” directors of the Company
“Exchange Rate” . the exchange rate of HK$1 for RMB1.07
“Group” the Company and its subsidiaries
“Hotel” . ‘Rosedale Hotel & Suites m Guangzhou (formerly knuwn as Plaza Canton Holel), a four-star hotel located in Guangzhou, the PRC and is owned by a
co-operative joint venture in the PRC in which Allied Glory owns 99% equity interest and a PRC joint venture partner owns l% equuy interest,
“Listing Rules” Rules Governing the Listing of Securities on the Stock Exchange
“Multi-Million” Multi-Million Assets Limited, a company incorporated in the British Virgin Islands and is approximately 82% lndlrcctly owned by China Land
“OTngoing Connected the provision of services by Rosedale International in representing Allied Glory to manage the Hotel pursuant to the Agreement
ransactions” . . :
“PRC” The People's Republic of China
“Rosedale” Rosédale Hotel Management Limited, a company mcorporau:d in Hong Kong and is an indirect wholly owned subsidiary of Paul Y. - ITC
- Construction Holdings Limited, a substantial sharcholder of the Company
“Rosedale Group” ‘Rosedale and Rosedale International
“Rosedale International” Rosedale Hotel Man International Limited {formerly known as Star Diamond Investments lened) a company incorporated in thé

British Virgin Islands and is an indirect wholly owned subsidiary of Paul Y. - ITC Construction Holdings Limited, a substantial sharcholder. of
- the Company .
“Stock Exchange” The Stock Exchange of Hong Kong Limited
: By Order of the Board
" China Strsleglc Holdlngs Limited

File No.
82-3596
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‘THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTiin L1UNN

If you are in doubt as to any aspect of this circular or as to the action you should take, you should
consult your stockbroker or other registered dealer in securities, bank manager, solicitor, professional

accountant or other professional adviser.

If you have sold all your shares in China Strategic Holdings Limited, you should hand this circular and
the accompanying form of proxy at once to the purchaser or to the bank, stockbroker or other agent

through whom the sale was effected for transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this

circular.
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CHINA STRATEGIC HOLDINGS LIMITED =
FREEBERA A

(incorporated in Hong Kong with limited liability)

Do
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ADOPTION OF THE NEW SHARE OPTION SCHEMES
AND TERMINATION OF THE EXISTING SHARE OPTION SCHEMES
FOR CHINA STRATEGIC HOLDINGS LIMITED AND
CHINA LAND GROUP LIMITED

A notice convening an extraordinary general meeting of China Strategic Holdings Limited to be held
immediately -after an extraordinary general meeting of China Strategic Holdings Limited at 10:00 a.m. on
Tuesday, 4 June 2002 at 7/F, Paul Y. Centre, 5! Hung To Road, Kwun Tong, Kowloon, Hong Kong is set
out on page 29 to 31 of this circular. Whether or not you are able to attend the meeting in person, please
complete the enclosed form of proxy in accordance with the instructions printed thereof and return it to
the share registrar of the Company, Standard Registrars Limited at 5/F, Wing On Centre, 111 Connaught
Road Central, Hong Kong as soon as practicable and in any event not later than 48 hours before the time
appointed for holding the meeting or any adjournment thereof. Completion and return of the form of

proxy will not preclude you from attending and voting in person at the meeting should you so wish.

18 May 2002
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'RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Group. The information contained herein relating to the Group has
been supplied by the Directors, who jointly and severally accept full responsibility far the accuracy of
the information contained in this circular and confirm, having made all reasonable enq‘luiries, that to the
best of their knowledge, opinions expressed in this circular have been arrived at afte;r due and careful

consideration and there are no other facts not contained in this circular the omission of which would
make any statement contained herein misleading insofar as it relates to the Group.




DEFINITIONS

In this circular, the following expressions shall have the following meanings unless the context

indicates otherwise:
“Board”

“China Land”

“China Land Board”
“China Land Existing Scheme”
“China Land Group”

“China Land New Scheme”

“China Land Participants”

“China Land Shareholder(s)”

“China Land Share(s)”

“Company”

“Directors”

“EGM”

the board of Directors

China Land Group Limited, an exempted company incorporated
in Bermuda with limited liability, the shares of which are listed
on the Stock Exchange and a subsidiary of the Company

the board of directors of China Land
the share option scheme of China Land adopted on 27 June 2000
China Land and its subsidiaries

the new share option scheme of China Land proposed to be adopted
by China Land at the SGM and by the Company at the EGM, the
principal terms of which are set out in Appendix II to this circular

any employees (whether full time or part time), executives or
officers, directors (including executive and non-executive) of China
Land or any of its subsidiaries and any busiﬁess consultants, agents,
legal or financial advisers of China Land or any of its subsidiaries
who the China Land Board considers, in its sole discretion, will
contribute or have contributed to China Land or any of its
subsidiaries

holder(s) of China Land Share(s)

ordinary share(s) of US$0.02 each in the share capital of China
Land

China Strategic Holdings Limited, a company incorporated in Hong
Kong with limited liability, and the shares of which are listed on
the Stock Exchange

the directors of the Company

the extraordinary general meeting of the Company to be held
immediately after an extraordinary general meeting of the
Company at 10:00 a.m. on Tuesday, 4 June 2002 at 7/F., Paul Y.
Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong, to
consider and, if thought fit, approve the adoption of the New
Schemes and the termination of the Existing Schemes or any
adjournment thereof




DEFINITIONS

“Eligible Participant”

“Existing Scheme”

“Existing Schemes”
t‘Group”

“HK$”

L)

“Holding Company’

“Hong Kong”

“Latest Practicable Date”

“Listing Rules”

“New Scheme”

“New Schemes”

“S GM”

any employees (whether full time or part time), executives or

officers of the Company or any of its subsid’iaries (including

executive and non-executive directors of the C

mpany or any of

its subsidiaries) and any business consultants, agents, financial or

|
legal advisers who the Board considers, in its sole discretion, will

|

contribute or have contributed to the Compa
subsidiaries

the share option scheme adopted by the Com‘

ny or any of its

pany on 20 July

1992 for the grant of share options to officers, directors and full-

time and part-time employees of the Group
the Existing Scheme and the China Land Existin
the Company and its subsidiaries
Hong Kong dollars, the lawful currency of Hong
in respect of China Land, means the Company or
company of China Land within the meanis

Companies Ordinance (Cap 32 of the Laws of
the shares of which are listed on the Stock Exch

g Scheme

Kong

any other holding
ng given in the
Hong Kong) and
ange

the Hong Kong Special Administrative Region of the People’s

Republic of China

16 May 2002, being the latest practicable date pr
of this circular for ascertaining certain informatior

the Rules Governing the Listing of Securiti
Exchange

ior to the printing

1 contained herein

es on the Stock

the share option scheme which is proposed to be adopted by the

Company, further information and summary of the principal terms

are set out in Appendix I to this circular

the New Scheme and the China Land New Scheme

the special general meeting of China Land to

be held at 33rd

Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon,

Hong Kong on Tuesday, 4 June 2002 at 9:30 z‘l.m., to consider
and, if thought fit, to approve the adoption of| the China Land

New Scheme and the termination of the China Land Existing

Scheme or any adjournment thereof




DEFINITIONS

“Shareholder(s)”

“Share(s)”

“Stock Exchange”

“subsidiary”

“USS”

holder(s) of the Shares

ordinary share(s) of HK$0.10 each in the share capital of the
Company

The Stock Exchange of Hong Kong Limited

a subsidiary within the meaning of the Companies Ordinance
(Chapter 32 of the Laws of Hong Kong)

United States dollars, the lawful currency of the United States of
America




LETTER FROM THE BOARD
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CHINA STRATEGIC HOLDINGS LIMITED
FREERR2A

(incorporated in Hong Kong with limited liability)

Executive Directors: Registered office:

Chan Kwok Keung, Charles 8th Floor,
(Chairman and Chief Executive Officer) Paul Y. Centre,

Yap, Allan 51 Hung To Road,
(Vice Chairman) Kwun Tong,

Chau Mei Wah, Rosanna Kowloon,

Lien Kait Long Hong Kong

Li Wa Kin

Alternate Directors:
Chan Kwok Hung
(alternate to Chan Kwok Keung, Charles)
Lui Siu Tsuen, Richard
{alternate to Yap, Allan)
Lau Ko Yuen, Tom
(alternate to Chau Mei Wah, Rosanna)

Independent Non-Executive Directors:
David Edwin Bussmann
Choy Hok Man, Constance
18 May 2002

To the Shareholders

Dear Sir or Madam,

PROPOSAL FOR ADOPTION OF THE NEW SHARE OPTION SCHEMES

AND TERMINATION OF THE EXISTING SHARE OPTION gCHEMES
FOR CHINA STRATEGIC HOLDINGS LIMITED AND
CHINA LAND GROUP LIMITED

1. INTRODUCTION

As a result of the amendments made to Chapter 17 of the Listing Rules (Share Option Schemes)
with respect to the requirements governing the Existing Schemes, at the EGM, an ordinary resolution
will be proposed for the Company to approve and adopt the New Scheme and to terminate the Existing

_5-
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Scheme. For the same reason, at the SGM, an ordinary resolution will also be proposed for China Land to
approve and adopt the China Land New Scheme and to terminate the China Land Existing Scheme. As
China Land is a subsidiary of the Company and in accordance with Rule 17.01(4) of the Listing Rules, at
the EGM, an ordinary resolution will also be proposed for the Company to approve the adoption by
China Land of the China Land New Scheme and the termination of the China Land Existing Scheme.

The purpose of this circular is to provide you with further details in respect of the proposed
adoption of the New Schemes and termination of the Existing Schemes and the notice convening the
EGM.

2.  ADOPTION OF THE NEW SCHEMES AND TERMINATION OF THE EXISTING SCHEMES
Background

The Company adopted the Existing Scheme on 20 July 1992 and China Land adopted the
China Land Existing Scheme on 27 June 2000.

As a result of the Stock Exchange amending Chapter 17 (Share Option Schemes) of the
Listing Rules on 1 September 2001, certain terms of the Existing Schemes are no longer in
compliance with Chapter 17 of the Listing Rules and the Company and China Land can no longer
grant any further options under the Existing Scheme and the China Land Existing Scheme respectively
without being in breach of Chapter 17 of the Listing Rules. Accordingly each of the Company and
China Land proposes to adopt the New Scheme and the China Land New Scheme respectively
which complies with Chapter 17 of the Listing Rules and to terminate the Existing Scheme and the
China Land Existing Scheme respectively. Except that no further options may be granted under the
Existing Schemes consequent upon their termination, all the other provisions of the Existing Schemes
will remain in force so as to give effect to the exercise of all outstanding options granted under the
Existing Schemes prior to 1 September 2001 and all such options will remain valid and exercisable
in accordance with the provisions of the Existing Schemes.
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Company

As at the Latest Practicable Date, there were 460,978,942 Shares in issue. The particulars of
the options granted under the Existing Scheme prior to 1 September 2001 (beingithe date on which
the new Chapter 17 of the Listing Rules governing share option schemes came into effect) and as at
the Latest Practicable Date are set forth below:

As at 1 September 2001 As at the Latest
Pr‘acticable Date
% of issued % of issued
No. of Shares Shares No. of S\hares Shares
Share options granted (including those 34,572,750 7.50 34,3116,750 7.44
exercised, outstanding or cancelled but
excluding those lapsed)
Share options exercised 33,940,000 7.36 33,94‘0,000 7.36
Share options outstanding 632,750 0.14 376,750 0.08
Share options lapsed 14,557,190 316 14,81l3,190 32

Note: Since 1 September 2001 to the Latest Practicable Date, a total number of 256,000 share options under the
Existing Scheme have lapsed.

Since the Stock Exchange has amended Chapter 17 (Share Option Schem‘es) of the Listing
Rules on 1 September 2001, the Directors have not granted any further options uinder the Existing

Scheme and the Directors have no intention to grant any options under the Existing Scheme during

the period from the Latest Practicable Date to the date of approval of the New Sclileme as any grant

of options after 1 September 2001 will not be in compliance with Chapter 17 of the Listing Rules.

Assuming that no further Shares will be issued prior to the date of approvail and adoption of
the New Scheme by Shareholders, the maximum number of options that can be granted by the

Company under the New Scheme and any other schemes would be 46,097,894 Shares representing

|

10 per cent of the number of Shares in issue as at the date of approval of the New Scheme.
China Land

As at the Latest Practicable Date, there were 1,362,419,295 China Land Sha“es in issue. Prior

to I September 2001 (being the date on which the new Listing Rules governﬁng share option

schemes came into effect), there was no option granted under the China Land Existing Scheme.

Since the Stock Exchange has amended Chapter 17 (Share Option Schemes) of the Listing
Rules on 1 September 2001, the China Land Board has not granted any further options under the
China Land Existing Scheme and the China Land Board has no intention to grant any options under
the China Land Existing Scheme during the period from the Latest Practicable D‘ate to the date of

approval of the China Land New Scheme as such grant will no longer be in compliance with
Chapter 17 of the Listing Rules.
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Assuming that no further Shares will be issued prior to the date of approval and adoption of
the China Land New Scheme by China Land Shareholders, the maximum number of options that
can be granted by China Land under the China Land New Scheme and any other schemes would be
136,241,929 China Land Shares representing 10 per cent of the total number of China Land Shares
in issue as at the date of approval of the China Land New Scheme.

Conditions
The adoption of the New Scheme is conditional upon:

(a) the Shareholders passing an ordinary resolution to approve the New Scheme and to
terminate the Existing Scheme at the EGM; and

(b) the Stock Exchange granting the approval of the listing of and permission to deal in the
Shares to be issued pursuant to the exercise of any option granted under the New
Scheme, the total number of which shall not exceed 10 per cent of the total number of
Shares in issue as at the date of approval of the New Scheme.

The adoption of the China Land New Scheme is conditional upon:

(a) the Shareholders passing an ordinary resolution to approve the China Land New Scheme
and to terminate the China Land Existing Scheme at the EGM;

{b) the China Land Shareholders passing an ordinary resolution to approve the China Land
New Scheme and to terminate the China Land Existing Scheme at the SGM;

(c) the Stock Exchange granting the approval of the listing of and permission to deal in the
China Land Shares to be issued pursuant to the exercise of any option granted under the
China Land New Scheme, the total number of which shall not exceed 10 per cent of the
total number of Shares in issue as at the date of approval of the China Land New
Scheme by the China Land Shareholders; and

(d) the permission from the Bermuda Monetary Authority being obtained for the granting
of the options pursuant to the China Land New Scheme and the allotment and issue of
the China Land Shares pursuant to the exercise of the options granted under the China
Land New Scheme.

The New Schemes

A summary of the principal terms of each of the New Scheme and the China Land New
Scheme is set out in Appendix I and II to this circular respectively.

Each of the Board and the China Land Board is of the view that contributions of the employees
(full time or part time), executives or officers (including executive and non-executive directors) of
the Company or any of its subsidiaries or China Land or any of its subsidiaries (as the case may be)
and possibly their business consultants, agents and legal or financial advisers are of paramount
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importance to the success of the Company or any of its subsidiaries or China Land or any of its
subsidiaries (as the case may be) as a whole and therefore they consider it to be in the interests of
Group or the China Land Group (as the case may be) as a whole for such perlsons to be given
incentives to participate in the growth of the Group or-the China Land Group (as the case may be)
in the form of options to subscribe for Shares or China Land Shares (as the case nray be).

In addition, each of the Board and the China Land Board will be empowered‘ to determine the
exercise price of a Share or a China Land Share (as the case may be) in respect of any particular
option granted under the New Schemes on the basis set out in paragraph 5 of Alppendix I and II
respectively so that the Eligible Participants or the China Land Participants (as the case may be)
will be encouraged to subscribe the Shares or the China Land Shares (as the case may be) pursuant
to the options granted by the Company or China Land (as the case may be) as incentives and
rewards for their contribution to the Group or the China Land Group (as the case may be). The
subscription of Shares by the Eligible Participants or China Land Shares by |the China Land
Participants will further contribute towards the profitability and success of the Group or the China

Land Group (as the case may be).

None of the Directors are appointed as trustees of the New Scheme or have a direct or
indirect interest in the trustees of the New Scheme. None of the directors of|China Land are
appointed as trustees of the China Land New Scheme or have a direct or indirect interest in the
trustees of the China Land New Scheme.

Application for Listing

Application has been made to the Listing Committee of the Stock Exchange for the listing of,

o . . . | .
and permission to deal in, the Shares which may fall to be issued pursuant to the exercise of any

|

options that may be granted under the New Scheme, the total number of which shall not exceed 10

I

per cent of the total number of Shares in issue as at the date of approval of the New Scheme.
3. EGM

A notice convening the EGM to be held immediately after an extraordinary general meeting of the
Company at 10:00 a.m. on Tuesday, 4 June 2002 at 7/F, Paul Y. Centre, 51 Hung To Read, Kwun Tong,
Kowloon, Hong Kong is set out on page 29 to 31 of this circular for the purpose of cqnsidering and, if
thought fit, passing the resolutions in respect of the adoption of the New Scheme and the termination of
the Existing Scheme and the adoption of the China Land New Scheme and the termination of the China
Land Existing Scheme.

A form of proxy for use by the Shareholders at the EGM is enclosed with this circular. Whether or
not you are able to attend the meeting in person, please complete the enclosed form of proxy in accordance

with the instructions printed thereof and return it to the share registrar of the Company, Standard Registrars
Limited at 5/F, Wing On Centre, 111 Connaught Road Central, Hong Kong as soon as p‘racticable and in
any event not later than 48 hours before the time appointed for holding the meeting or jany adjournment
thereof. Completion and return of the form of proxy will not preclude you from attending and voting in

person at the meeting should you so wish.
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A further announcement will be made on the outcome of the EGM regarding the adoption of the
New Schemes and the termination of the Existing Schemes on the business day following such meeting.

4. RECOMMENDATION

Having regard to the information set out in this circular, the Board is of the opinion that it is in the
interest of the Company and the Shareholders as a whole to adopt the New Scheme and to terminate the
Existing Scheme. The Board is also of the opinion that the adoption of the China Land New Scheme is in
the best interest of the Company and the Shareholders as a whole. Accordingly the Board recommends
the Shareholders to vote in favour of the ordinary resolutions to be proposed at the EGM.

5. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the registered office of the
Company in Hong Kong at 8th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong
Kong during normal business hours for a period of 14 days before the date of the EGM (i.e. from 18 May
2002 to 3 June 2002 (both dates inclusive)) and at the EGM:

(i)  the memorandum and articles of association of the Company;

(i) the memorandum of association and bye-laws of China Land;

(ii1) the rules of the New Scheme; and °

(iv) the rules of the China Land New Scheme.

Yours faithfully,
For and on behalf of the Board

Lien Kait Long
Executive Director

- 10-




APPENDIX 1 FURTHER INFORMATION AND SUMMAJ&RY OF THE
PRINCIPAL TERMS OF THE NEW SCHEME

NEW SCHEME

Summary of terms
The following is a summary of the principal terms of the New Scheme to be adopted at the EGM:
1. Purpose

The purpose of the New Scheme is to enable the Company to grant options to employees

(whether full time or part time), executives or officers of the Company or any|of its subsidiaries
(including executive and non-executive directors of the Company or any of its subsidiaries)
and any business consultants, agents, legal or financial advisers who the Board considers, in
its sole discretion, will contribute or have contributed to the Company or any |of its subsidiaries
as incentives and rewards for their contribution to the Company or such subsidiaries.

|

2. Who may join i

The Board may, at its discretion, offer Eligible Participants, being, empIO)‘fees (whether full

time or part time) or executives or officers of the Company or any of its subsidiaries (including

executive and non-executive directors of the Company or any of its subsidiaries) and business
consultants, agents and legal or financial advisers who the Board consliders, in its sole
discretion, will contribute or have contributed to the Company or any of its subsidiaries,
options to subscribe for such number of new Shares as the Board may determine at an
exercise price determined in accordance with paragraph 5 below. Upon acceptance of the

option, the grantee shall pay HK$1.00 to the Company by way of consideration for the grant.
3. Maximum number of Shares

The maximum number of Shares which may be issued upon exercise of|all options to be
granted under the New Scheme and any other share option scheme(s) of the Company (which
for this purpose, excludes the Existing Scheme) must not exceed 10 per cent of the Shares in
issue on the date of approval and adoption of the New Scheme by the Shareholders (which is
expected to be 4 June 2002, being the date of the EGM). Shares which lwould have been
issuable pursuant to options which have lapsed in accordance with the terms of such share
option scheme(s) will not be counted for the purpose of the 10 per cent limit.

Subject to the issue of a circular by the Company and the approval of the Shareholders in
general meeting and/or such other requirements prescribed under the Listing Rules from time
to time, the Board may:

(a) refresh this limit at any time to 10 per cent of the Shares in issue as|at the date of the
approval by the Shareholders in general meeting (options previously granted under any
share option schemes of the Company (including those outstanding, cancelled, lapsed
in accordance with such schemes or exercised options) will not be counted for the
purpose of calculating the limit as refreshed); and/or
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(b) grant options beyond the 10 per cent limit to Eligible Participants specifically identified
by the Board whereupon the Company shall send a circular to the Shareholders
containing, amongst others, a generic description of the specified participants who may
be granted such options, the number and terms of the options to be granted and the
purpose of granting options to the specified participants with an explanation as to how
the options serve such purpose.

Notwithstanding the foregoing, the Shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the New Scheme and any other share option
scheme(s) of the Company at any time shall not exceed 30 per cent of the Shares in issue
from time to time. No options shall be granted under any scheme(s) of the Company or any
of its subsidiaries if this will result in the 30 per cent limit being exceeded.

Maximum number of options to any one individual

The total number of Shares issued and which may fall to be issued upon exercise of the
options granted under the New Scheme and any other share option scheme(s) of the Company
(including exercised, cancelled and outstanding options) to each Eligible Participant in any
12-month period up to the date of grant shall not exceed one (1) per cent of the Shares in
issue as at the date of grant.

Any further grant of options in excess of this one (1) per cent limit shall be subject to the
issue of a circular by the Company and the approval of the Shareholders in general meeting
with such Eligible Participant and his associates (as defined in the Listing Rules) abstaining
from voting and/or other requirements prescribed under the Listing Rules from time to time.

Price of Shares

The subscription price for a Share in respect of any particular option granted under the New
Scheme (which shall be payable upon exercise of the option) shall be such price as the Board
in its absolute discretion shall determine, save that such price must not be less than the
highest of (a) the closing price of the Shares as stated in the Stock Exchange’s daily quotations
sheet on the date of grant, which must be a business day; (b) the average of the closing prices
of the Shares as stated in the Stock Exchange’s daily quotations sheet for the five (5) business
days immediately preceding the date of grant; and (c) the nominal value of a Share.

Granting options to connected persons
Any grant of options to a director, chief executive or substantial shareholder of the Company
or any of their respective associates (as defined in the Listing Rules) is required to be

approved by the independent non-executive Directors (excluding the independent non-executive
Director who is the grantee of the options).
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If the Company proposes to grant options to a substantial shareholder (as defined in the
Listing Rules) of the Company or any independent non-executive Director or their respective
associates (as defined in the Listing Rules) which will result in the number|of Shares issued
and to be issued upon exercise of options granted and to be granted (including options
exercised, cancelled and outstanding) to such person in the 12-month period up to and including
the date of the offer of such grant:

(a) representing in aggregate over 0.1 per cent of the Shares in issue on the date of the
offer; and

(b) having an aggregate value in excess of HK$5 million, based on the closing price of the
Shares at the date of each offer,

such further grant of options will be subject to the issue of a circular by the pompany and the
approval of the Shareholders in general meeting on a poll at which all connected persons (as
Ind/or such other
requirements prescribed under the Listing Rules from time to time. A connected person (as

defined in the Listing Rules) of the Company shall abstain from voting, a

defined in the Listing Rules) of the Company will be permitted to vote against the grant only
if his intention to do so has been stated in the circular.

7. Restrictions on the time of grant of options

A grant of options may not be made after a price-sensitive event has occurred or a price
sensitive matter has been the subject of a decision until such price-sensitive information has
been published in the newspaper. In particular, no options may be granted during the period
commencing one month immediately preceding the earlier of (a) the date of the Board meeting
for the approval of the Company’s annual or interim results; and (b) the|deadline for the
Company to publish its interim or annual results announcement under the listing agreement
and ending on the date of actual publication of the results announcement.

8.  Rights are personal to grantee

An option is personal to the grantee and the grantee may not in any way sell| transfer, charge,
mortgage, encumber or create any interest in favour of any third party OVe]“ or in relation to
any option or attempt to do so.

9.  Time of exercise of option

There is no general requirement that an option must be held for any minimpm period before

it can be exercised but the Board is empowered to impose at its discretion axlly such minimum
period at the time of grant of any particular option. The Board is currently unable to determine
such minimum period. The date of grant of any particular option is the date when the duplicate
offer document constituting acceptance of the option duly signed by the grantee, together

with a remittance in favour of the Company of HK$1.00 by way of consideration is received

by the Company, such date must be on or before the 30th day after the option is offered to the
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10.

11.

12.

relevant grantee. The period during which an option may be exercised will be determined by
the Board at its absolute discretion, save that no option may be exercised more than 10 years
from the date of grant. No option may be granted more than 10 years after the date of
approval of the New Scheme. Subject to earlier termination by the Company in general
meeting, the New Scheme shall be valid and effective for a period of 10 years from the date
of adoption of the New Scheme by Shareholders by resolution at a2 general meeting.

Performance Target

The Board has the discretion to require a particular grantee to achieve certain performance
targets specified at the time of grant before any option granted under the New Scheme can be
exercised. There are no specific performance targets stipulated under the terms of the New
Scheme and the Board is currently unable to determine such restriction on the exercise of the
options granted under the New Scheme.

Rights on ceasing to be an Eligible Participant and death

(a) In the event of the grantee ceasing to be an Eligible Participant for any reason other
than on his or her death or the termination of his or her relationship with the Company
and/or any of its subsidiaries on one or more of the grounds specified in paragraph 12
below, the grantee may exercise the option up to his or her entitlement at the date of
cessation of being an Eligible Participant (to the extent not already exercised) within
the period of one month following the date of such cessation. In relation to a grantee
who is an Eligible Participant by reason of his or her employment with the Company or
any of its subsidiaries, the date of cessation of being an Eligible Participant shall be the
last actual working day with the Company or the relevant subsidiary whether salary is
paid in lieu of notice or not.

(b) In the case of the grantee ceasing to be an Eligible Participant by reason of death and
none of the events which would be a ground for termination of his or her relationship
with the Company and/or any of its subsidiaries under paragraph 12 below arises, the
legal representative(s) of the grantee shall be entitled within a period of 12 months or
such longer period as the Board may determine from the date of death to exercise the
option in full (to the extent not already exercised).

Lapse of option on misconduct, bankruptcy or dismissal etc.

If a grantee ceases to be an Eligible Participant by reason of the termination of his relationship
with the Company and/or any of its subsidiaries on any one or more of the grounds that he
has been guilty of serious misconduct, or has committed any act of bankruptcy or is unable to
pay his or her debts or has become insolvent or has made any arrangement or has compromised
with his or her creditors generally, or has been convicted of any criminal offence involving
his or her integrity or honesty or in relation to an employee of the Company and/or any of its
subsidiaries (if so determined by the Board) on any other ground on which an employer
would be entitled to terminate his employment at common law or pursuant to any applicable
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13.

14.

15.

16.

laws or under the Grantee’s service contract with the company or the relevant subsidiary, his
or her option will lapse and not be exercisable on the date of termination of his or her
relationship with the Company and/or any of its subsidiaries.

Rights on takeover

If a general offer is made to all the holders of Shares (or all such holder‘s other than the

offeror and/or any person controlled by the offeror and/or any person acting in association or
concert with the offeror) and such offer becomes or is declared uncondi\tional (with the
meaning of the Hong Kong Code on Takeovers and Mergers), the grantee (or his or her legal
personal representatives) shall be entitled to exercise the option in full or in part (to the
extent not already exercised) thereafter and up to the closing date of such offer (or any

revised offer).
Rights on scheme of arrangement for the Company

If a general offer by way of a scheme of arrangement is made to all the holders of Shares and
the scheme has been approved by the necessary number of holders of Shares at the requisite
meetings, the grantee (or his or her legal personal representatives) may, thereafter (but before

such time as shall be notified by the Company and in any case, before the scheme becomes

effective) exercise the Option to its full extent or to the extent specified in such notice. Upon

such scheme of arrangement becoming effective, all options shall, to the extent that they have

not been exercised, lapsed and determined.
Rights on winding-up

In the event of an effective resolution being passed by the Shareholders for the voluntary
winding-up of the Company or an order of the court is made for the wi‘nding-up of the
Company, the grantee of an option (or his legal personal representative(s)) may by notice in
writing to the Company within 21 days after the date of such resolution eleclt to be treated as
if his option (to the extent not already exercised) had been exercised immediately before the
passing of such resolution either to its full extent or to the extent specified in the notice and
shall accordingly be entitled to receive out of the assets available in the liquidation pari passu
with the holders of Shares such sum as would have been received in respect ‘of the Shares the
subject of such election reduced by an amount equal to the exercise pri‘ce which would

otherwise have been payable in respect thereof.
Lapse of the options

An option will lapse automatically and not be exercisable (to the extent not already exercised)
on the earliest of:

(a) the expiry date relevant to that option;
(b) the expiry of any of the periods referred to in paragraphs 11, 13 or 14 above;

- 15 -




APPENDIX I FURTHER INFORMATION AND SUMMARY OF THE

PRINCIPAL TERMS OF THE NEW SCHEME

17.

18.

(c) the date of commencement of the winding-up of the Company (as determined in
accordance with the applicable law) as referred to in paragraph 15 above;

(d) the date on which the scheme for the reconstruction of the Company or its amalgamation
with any other company or companies, becomes effective as referred to in paragraph 14
above;

(e) the date on which the grantee ceases to be an Eligible Participant by reason of the
termination of his relationship with the Company and/or any of its subsidiaries on any
one or more of the grounds specified in paragraph 12 above. A resolution of the Board
or the board of directors of the relevant subsidiary to the effect that the employment of
a grantee has or has not been terminated on one or more of the grounds specified in
paragraph 12 above shall be conclusive;

(f) the date on which the grantee ceases to be an Eligible Participant for any reason
(including termination of the grantee’s exhployment with the Company and/or any of its
subsidiaries by reason of redundancy or as a result of the grantee’s own resignation)
other than the termination of the grantee’s employment on one or more of the grounds
specified in paragraph 12; or

(g) the date on which the grantee commits a breach of the prohibitions specified in paragraph
8 above or the options are cancelled in accordance with paragraph 20 below.

Ranking of Shares

The Shares to be allotted upon the exercise of an option will not carry voting rights until
completion of the registration of the grantee (or such other person nominated by the grantee)
as the holder thereof. Subject to the aforesaid, Shares allotted and issued on the exercise of
options will rank pari passu with and shall have the same voting, dividend, transfer and other
rights, including those arising on liquidation of the Company as attached to the other fully-
paid Shares in issue on the date of issue. :

Effect of alterations to capital

In the event of a capitalisation issue, rights issue, sub-division or consolidation of shares or
reduction of capital whilst any option may become or remains exercisable, such corresponding
alterations (if any) shall be made in the number of Shares subject to any outstanding options
and/or the exercise price of each outstanding option as the auditors of the Company or the
independent financial adviser shall certify in writing to the Board to be in their opinion fair
and reasonable and in compliance with Rule 17.03(13) of the Listing Rules and the note
thereto. Any such alterations will be made on the basis that a grantee shall have the same
proportion of the issued share capital of the Company for which any grantee of an option is
entitled to subscribe pursuant to the options held by him before such alteration and the
aggregate subscription price payable on the full exercise of any option is to remain as nearly
as possible the same (and in any event not greater than) as it was before such event. No such
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19.

20.

21.

22.

alteration will be made the effect of which would be to enable a Share to be issued at less
than its nominal value. The issue of securities as consideration in a transaction is not to be
regarded as a circumstance requiring any such alterations.

Alteration of New Scheme
The New Scheme may be altered in any respect by resolution of the Board except that:

(a) any alteration to the advantage of the grantees or the Eligible Participants (as the case

may be) in respect of the matters contained in Rule 17.03 of the Listing Rules; and

(b) any material alteration to the terms and conditions of the New Scheme or any change to

the terms of options granted (except any alterations which take effect automatically

|

under the terms of the New Scheme),

shall first be approved by the Shareholders in general meeting provided that|if the proposed
alteration shall adversely affect an option granted or agreed to be granted prior to the date of
alteration, such alteration shall be further subject to the grantees’ approva‘l in accordance
with the terms of the New Scheme. The amended terms of the New Scheme shall still comply
with the Chapter 17 of the Listing Rules and any change to the authority 10f the Board in
relation to any alteration to the terms of the New Scheme must be approved by Shareholders

in general meeting.
Cancellation of options

Any cancellation of options granted but not exercised must be approved by the grantee of the
relevant options. Where the Company cancels options and issues new ones to the same
grantee, the issue of such new options may only be made under the New Scheme with
available unissued options (excluding the cancelled options) within the limit approved by
Shareholders.

Termination of the New Scheme

The Company may by resolution in general meeting or the Board may at any time terminate
the New Scheme and in such event no further option shall be offered but tﬁe provisions of

New Scheme shall remain in force to the extent necessary to give effect to the exercise of any

option granted prior to the termination or otherwise as may be required in ;‘1ccordance with

the provisions of the New Scheme. Options granted prior to such termination at the time of
termination shall continue to be valid and exercisable in accordance with the New Scheme.

Condition of the New Scheme

The New Scheme is conditional on (a) the Shareholders’ approval of the adoption of the New
Scheme and termination of the Existing Scheme at the EGM; and (b) the Liﬁting Committee

of the Stock Exchange granting approval for the listing of, and permission to deal in, the
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Shares which may fall to be issued pursuant to the exercise of options granted pursuant
thereto, the total number of which shall not exceed 10 per cent of the total number of Shares
in issue as at the date of approval of the New Scheme.

23. Disclosure in annual and interim reports

The Company will disclose details of the New Scheme in its annual and interim reports
including the number of options, date of grant, exercise price, exercise period, vesting period
and (if appropriate) a valuation of options granted during the financial year/period in the
annual/interim reports in accordance with the Listing Rules in force from time to time.

24. Present status of the New Scheme

Application has been made to the Listing Committee of the Stock Exchange for the listing of,
and permission to deal in, the Shares which may fall to be issued pursuant to the exercise of
the options granted under the New Scheme, the total number of which shall not exceed 10 per
cent of the total number of Shares in issue as at the date of approval of the New Scheme.

Values of all options that can be granted under the New Scheme

The Board considers that it is not appropriate or helpful to Shareholders to state the value of all
options that can be granted pursuant to the New Scheme as if they had been granted at the Latest
Practicable Date. The Board believes that any statement regarding the value of the options as at the
Latest Practicable Date will not be meaningful to the Shareholders, since the options to be granted shall
not be assignable, and no holder of the option shall in any way sell, transfer, charge, mortgage or create
any interest (legal or beneficial) in favour of any third party over or in relation to any option.

In addition, the calculation of the value of the options is based on a number of variables such as the
exercise price, the exercise period, interest rate, expected volatility and other relevant variables. The
Board believes that any calculation of the value of the options as at the Latest Practicable Date based on
a great number of speculative assumptions would not be meaningful and would be misleading to the
Shareholders.
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CHINA LAND NEW SCHEME

Summary of terms

The following is a summary of the principal terms of the China Land New Scheme|to be adopted at

the SGM.

Purpose

The purpose of the China Land New Scheme is to enable China Land to grant options to any
employees (whether full time or part time), executives or officers, directors (including executive
and non-executive) of China Land or any of its subsidiaries and any busin‘
agents, legal or financial advisers of China Land or any of its subsidiaries who, in the sole
discretion of the China Land Board, will contribute or have contributed to China Land or any
of its subsidiaries as incentives and/or rewards for their contribution to China Land or such

ess consultants,

subsidiaries.

Who may join

The China Land Board may, at its discretion, offer China Land Participz}mts, being, any
employees (whether full time or part time), executives or officers, directors (including executive
and non-executive) of China Land or any of its subsidiaries and any business consultants,

\

agents, legal or financial advisers of China Land or any of its subsidiaries who, in the sole
discretion of the China Land Board, will contribute or have contributed to Ch‘ina Land or any
of its subsidiaries, options to subscribe for such number of China Land Shares as the China
Land Board may determine at an exercise price determined in accordance with paragraph 5
below. Upon acceptance of the option, the grantee shall pay HK$1.00 to China Land by way

of consideration for the grant.
Maximum number of China Land Shares

The maximum number of China Land Shares which may be issued uponl exercise of all
options to be granted under the China Land New Scheme and any other share option scheme(s)
of China Land (which for this purpose, excludes the China Land Existing Scheme) must not
exceed 10 per cent of the China Land Shares in issue on the date of approvaliand adoption of
the China Land New Scheme by the Shareholders and the China Land Shareh‘olders (which is
expected to be 4 June 2002, being the date of the EGM and the SGM). Ch%na Land Shares

which would have been issuable pursuant to options which have lapsed in accordance with

!

the terms of such share option scheme(s) will not be counted for the purpose of the 10 per

cent limit.

Subject to the issue of a circular by China Land (and if required, the Holding Company) and

the approval of the China Land Shareholders (and if required, the shareholders of the Holding
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Company) in general meeting and/or such other requirements prescribed under the Listing
Rules from time to time, the China Land Board may:

(a) refresh this limit at any time to 10 per cent of the total number of China Land Shares in
issue as at the date of the approval by the China Land Shareholders (and if required,
the shareholders of the Holding Company) in general meeting {options previously granted
under any share option scheme(s) of China Land (including those outstanding, cancelled,
lapsed in accordance with such scheme(s) or exercised option(s)) will not be counted
for the purpose of calculating the limit as refreshed); and/or

(b) grant options beyond the 10 per cent limit to China Land Participants specifically
identified by the China Land Board whereupon China Land (and if required, the Holding
Company) shall send a circular to the China Land Shareholders (and if required, the
shareholders of the Holding Company) containing, amongst other things, a generic
description of the specified Participants who may be granted such option(s), the number
and terms of the option(s) to be granted and the purpose of granting option(s) to the
specified participant(s) with an explanation as to how the option(s) serve such purpose.

Notwithstanding the foregoing, the China Land Shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the China Land New Scheme
and any other share option scheme(s) of China Land at any time shall not exceed 30 per cent
of the China Land Shares in issue from time to time. No options shall be granted under any
scheme(s) of China Land or any of its subsidiaries if this will result in the 30 per cent limit
being exceeded.

4. Maximum number of options to any one individual

Subject to the limit stated in paragraph 6 below, the total number of China Land Shares
issued and which may fall to be issued upon exercise of the options granted under the China
Land New Scheme and any other share option scheme(s) of China Land (including exercised,
cancelled and outstanding options) to each China Land Participant in any 12-month period up
to and including the date of grant shall not exceed one (1) per cent of the total number of
China Land Shares in issue as at the date of grant.

Any further grant of options in excess of this one (1) per cent limit shall be subject to the
issue of a circular by China Land (and if required, the Holding Company) and the approval of
the China Land Shareholders (and if required, the shareholders of the Holding Company) in
general meeting with such China Land Participant and his associates (as defined in the
Listing Rules) abstaining from voting and/or other requirements prescribed under the Listing
Rules from time to time. Any circular to be issued by China Land (and if required, the
Holding Company) must disclose amongst other things, the identity of the China Land
Participant, the number and terms of the options to be granted (and options previously granted
to such China Land Participant).
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Price of China Land Shares !
i

|

The subscription price for a China Land Share in respect of any particular option granted
under the China Land New Scheme (which shall be payable upon exercise of the option) shall
be such price as the China Land Board in its absolute discretion shall determine, save that
such price must not be less than the highest of (a) the closing price of the Ch‘ina Land Shares
as stated in the Stock Exchange’s daily quotations sheet on the date of grant, which must be a
business day; (b) the average of the closing prices of the China Land Shares as stated in the
Stock Exchange’s daily quotations sheet for the five business days immediatﬁly preceding the

date of grant; and (c) the nominal value of a China Land Share.

Granting options to connected persons

Any grant of options to a director, chief executive or substantial shareholde

‘r of China Land

or any of their respective associates (as defined in the Listing Rules) is required to be

approved by the independent non-executive directors of China Land (and
independent non-executive directors of the Holding Company), (excluding

if required, the
the independent

non-executive director(s) of China Land who is/are the grantee(s) of the options).

If China Land proposes to grant options to a substantial shareholder (as defined in the Listing
Rules) of China Land or any independent non-executive director of Chir‘la Land or their
n the number of
nd to be granted
n the 12-month

respective associates (as defined in the Listing Rules) which will result i
China Land Shares issued and to be issued upon exercise of options granted a
(including options exercised, cancelled and outstanding) to such person
period up to and including the date of the offer of such grant:

Ll Land Shares in

(a) representing in aggregate over 0.1 per cent of the total number of Chin
issue on the date of the offer; and
(b) having an aggregate value in excess of HK$5 million, based on the closing price of the

China Land Shares as stated in the daily quotation sheet of the Stock
date of each offer,

Exchange at the

such further grant of options will be subject to the issue of a circular by China Land (and if
required, by the Holding Company) and the approval of the China Land Sha‘reholders (and if
required, by the shareholders of the Holding Company) in general meeting on a poll at which
all connected person(s) (as defined in the Listing Rules) of China Land shall abstain from
voting, and/or such other requirements prescribed under the Listing Rules from time to time.
A connected person (as defined in the Listing Rules) of China Land will be permitted to vote

against the grant only if his intention to do so has been stated in the circular]
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10.

Restrictions on the time of grant of options

A grant of options may not be made after a price-sensitive event has occurred or a price
sensitive matter has been the subject of a decision until such price-sensitive information has
been published in the newspapers. In particular, no options may be granted during the period
commencing one month immediately preceding the earlier of (a) the date of the China Land
Board meeting for the approval of China Land’s annual or interim results; and (b) the deadline
for China Land to publish its annual or interim results announcement under the listing
agreement and ending on the date of actual publication of the results announcement.

Rights are personal to grantee

An option is personal to the grantee and the grantee may not in any way sell, transfer, charge,
mortgage, encumber or create any interest in favour of any third party over or in relation to
any option or attempt to do so.

Time of exercise of option

There is no specific requirement that an option must be held for any minimum period before
it can be exercised but the China Land Board is empowered to impose at its discretion any
such minimum period at the time of grant of any particular option. The China Land Board is
currently unable to determine such minimum period. The date of grant of any particular
option is the date when the duplicate offer document constituting acceptance of the option
duly signed by the grantee, together with a remittance in favour of China Land of HK$1.00
by way of consideration is received by China Land, such date must be on or before the 30th
day after the option is offered to the relevant grantee. The period during which an option may
be exercised will be determined by the China Land Board at its absolute discretion, save that
no option may be exercised more than 10 years from the date of grant. No option may be
granted more than 10 years after the date of approval of the China Land New Scheme.
Subject to earlier termination by China Land (and if required, the Holding Company) in
general meeting or by the China Land Board, the China Land New Scheme shall be valid and
effective for a period of 10 years from the date of adoption of the China Land New Scheme
by China Land Shareholders by resolution at a general meeting.

Performance Target

The China Land Board has the discretion to require a particular grantee to achieve certain
performance targets specified at the time of grant before any option granted under the China
Land New Scheme can be exercised. There are no specific performance targets stipulated
under the terms of the China Land New Scheme and the China Land Board is unable to
determine such restriction on the exercise of the options granted under the China Land New
Scheme.
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11.

12.

13.

Rights on ceasing to be a China Land Participant and death

(a) In the event of the grantee ceasing to be a China Land Participant for any reason other
than on his or her death or the termination of his or her relationship with China Land
and/or any of its subsidiaries on one or more of the grounds specified|in paragraph 12
below, the grantee may exercise the option up to his or her entitlement at the date of
cessation of being a China Land Participant (to the extent not already el,xercised) within
the period of one month following the date of such cessation. In relation to a grantee
who is a China Land Participant by reason of his or her employment x‘)vith China Land
or any of its subsidiaries, the date of cessation of being a China Land [Participant shall

be the last actual working day with China Land or the relevant subsidiary whether

salary is paid in lieu of notice or not.

{(b) 1In the case of the grantee ceasing to be a China Land Participant by reason of death and
none of the events which would be a ground for termination of his or|her relationship
with China Land and/or any of its subsidiaries under paragraph 12 below arises, the
legal representative(s) of the grantee shall be entitled within a period of 12 months or
such longer period as the China Land Board may determine from the |date of death to
exercise the option in full (to the extent not already exercised).

Lapse of option on misconduct, bankruptcy or dismissal etc.

If a grantee ceases to be a China Land Participant by reason of the ter‘mination of his

relationship with China Land and/or any of its subsidiaries on any one or more of the grounds
that he has been guilty of serious misconduct, or has committed any act of bankruptey or is
unable to pay his or her debts or has become insolvent or has made any arrangement or has
compromised with his or her creditors generally, or has been convicted of any criminal
offence involving his or her integrity or honesty or in relation to an employee of China Land
and/or any of its subsidiaries (if so determined by the China Land Board) on any other
ground on which an employer would be entitled to terminate his employmenti at common law
or pursuant to any applicable laws or under the grantee’s service contract with the company
or the relevant subsidiary, his or her option will lapse and not be exercisable on the date of

termination of his or her relationship with China Land and/or any of its subsidiaries.
Rights on takeover

If a general offer is made to all the China Land Shareholders (or all such holders other than

the offeror and/or any person controlled by the offeror and/or any person acting in association

|

or concert with the offeror) and such offer becomes or is declared unconditional (within the
meaning of the Hong Kong Code on Takeovers and Mergers), the grantee (or; his or her legal
personal representatives) shall be entitled to exercise the option in full or in part (to the
extent not already exercised) at any time within 14 days after the date on which the offer

becomes or is declared unconditional.
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14.

15.

Rights on compromise or arrangement between China Land and its members or creditors
If, pursuant to the Companies Act 1981 of Bermuda (as amended from time to time), a
compromise or arrangement between China Land and its members and/or creditors is proposed
for the purposes of or in connection with a scheme for the reconstruction of China Land or its
amalgamation with any other company or companies, China Land shall give notice thereof to
all the grantees (together with a notice of the existence of the provisions of this paragraph)
on the same day as it despatches to members and/or creditors of China Land a notice
summoning the meeting to consider such a compromise or arrangement, and thereupon each
grantee shall be entitled to exercise all or any of his/her options in whole or in part at any
time prior to 12:00 noon (Hong Kong time) on the business day immediately preceding the
date of the meeting directed to be convened by the relevant court for the purposes of
considering such compromise or arrangement and if there are more than one meeting for such
purpose, the date of the first meeting. With effect from the date of such meeting, the rights of
all grantees to exercise their respective options shall forthwith be suspended. Upon such
compromise or arrangement becoming effective, all options shall, to the extent that they have
not been exercised, lapse and determine. The China Land Board shall endeavour to procure
that the China Land Shares issued as a result of the exercise of options in such circumstances
shall for the purposes of such compromise or arrangement form part of the issued share
capital of China Land on the effective date thereof and that such China Land Shares shall in
all respects be subject to such compromise or arrangement. If for any reason such compromise
or arrangement is not approved by the relevant court (whether upon the terms presented to
the relevant court or upon any other terms as may be approved by such court) the rights of
the grantees to exercise their respective options shall with effect from the date of the making
of the order by the relevant court be restored in full as if such compromise or arrangement
had not been proposed by China Land and no claim shall lie against China Land or any of its
officers for any loss or damage sustained by any grantee as a result of the aforesaid suspension.

Rights on winding-up

In the event of an effective resolution being passed by the China Land Shareholders for the
voluntary winding-up of China Land or an order of the court is made for the winding-up of
China Land, the grantee of an option (or his legal personal representative(s)) may by notice
in writing to China Land within 21 days after the date of such resolution elect to be treated as
if his option (to the extent not already exercised) had been exercised immediately before the
passing of such resolution either to its full extent or to the extent specified in the notice and
shall accordingly be entitled to receive out of the assets available in the liquidation pari passu
with the holders of China Land Shares such sum as would have been received in respect of
the China Land Shares the subject of such election reduced by an amount equal to the
exercise price which would otherwise have been payable in respect thereof.
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16.

17.

Lapse of the options

An option will lapse automatically and not be exercisable (to the extent not already exercised)

on the earliest of: !
|

(a)

(b)

(©)

(d)

(e)

®

(&)

Ranking of China Land Shares

the expiry date relevant to that option;
the expiry of any of the periods referred to in paragraphs 11, 13 or 14 above;

the date of commencement of the winding-up of China Land (as determin‘ed in accordance
with the applicable law) as referred to in paragraph 15 above;

the date on which the scheme for the reconstruction of China Land or its amalgamation
with any other company or companies, becomes effective as referred tojin paragraph 14
above;

the date on which the grantee ceases to be a China Land Participant I‘Jy reason of the
termination of his relationship with China Land and/or any of its subsidiaries on any
one or more of the grounds specified in paragraph 12 above. A resolution of the China

|

Land Board or the board of directors of the relevant subsidiary to th‘e effect that the

employment of a grantee has or has not been terminated on one or more of the grounds
specified in paragraph 12 above shall be conclusive;

the date on which the grantee commits a breach of the prohibitions specified in paragraph
8 above or the options are cancelled in accordance with paragraph 20 below; or

the date on which the grantee ceases to be so employed by China Land and/or any of its
subsidiaries during the 12-month period following the commencement date in respect
of his/her particular option.

The China Land Shares to be allotted upon the exercise of an option will not carry voting

rights until completion of the registration of the grantee (or such other person nominated by
the grantee) as the holder thereof. Subject to the aforesaid, China Land Sha’res allotted and

issued on the exercise of options will rank pari passu with and shall have the same voting,

dividend, transfer and other rights, including those arising on liquidation of China Land as

attached to the other fully-paid China Land Shares in issue on the date of issue.

J
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18.

19.

20.

Effect of alterations to capital

In the event of a capitalisation issue, rights issue, sub-division or consolidation of shares or
reduction of capital whilst any option may become or remains exercisable, such corresponding
alterations (if any) shall be made in the number of China Land Shares subject to any outstanding
options and/or the exercise price of each outstanding option as the auditors of China Land or
the independent financial adviser shall certify in writing to the China Land Board to be in
their opinion fair and reasonable and in compliance with Rule 17.03(13) of the Listing Rules
and the note thereto. Any such alterations will be made on the basis that a grantee shall have
the same proportion of the issued share capital of China Land for which any grantee of an
option is entitled to subscribe pursuant to the options held by him before such alteration and
the aggregate subscription price payable on the full exercise of any option is to remain as
nearly as possible the same (and in any event not greater than) as it was before such event.
No such alteration will be made the effect of which would be to enable a China Land Share to
be issued at less than its nominal value. The issue of securities as consideration in a transaction
is not to be regarded as a circumstance requiring any such alterations.

Alteration of China Land New Scheme

The China Land New Scheme may be altered in any respect by resolution of the China Land
Board except that:

(a) any alteration to the advantage of the grantees or the China Land Participants (as the
case may be) in respect of the matters contained in Rule 17.03 of the Listing Rules;

(b) any change to the authority of the China Land Board or scheme administrators in
relation to any alteration to the terms of the China Land New Scheme; or

(c) any material alteration to the terms and conditions of the China Land New Scheme or
any change to the terms of options granted (except any alterations which take effect
automatically under the terms of the China Land New Scheme),

shall first be approved by the China Land Shareholders (and if required, the shareholders of
the Holding Company) in general meeting provided that if the proposed alteration shall
adversely affect an option granted or agreed to be granted prior to the date of alteration, such
alteration shall be further subject to the grantees’ approval in accordance with the terms of
the China Land New Scheme. The amended terms of the China Land New Scheme shall still
comply with Chapter 17 of the Listing Rules.

Cancellation of options

Any cancellation of options granted but not exercised must be approved by the grantee of the
relevant options. Where China Land cancels options and issues new ones to the same grantee,
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21.

22.

23.

Values of all options that can be granted under the China Land New Scheme

the issue of such new options may only be made under the China Land New Scheme with
available unissued options (excluding the cancelled options) within the limit approved by
China Land Shareholders (and if required, the shareholders of the Holding Cc‘)mpany).

Termination of the China Land New Scheme

The Company (and if required, the Holding Company) may by resolution in general meeting
or the Board may at any time terminate the China Land New Scheme and in such event no
further option shall be offered but the provisions of China Land New Scheme‘ shall remain in
force to the extent necessary to give effect to the exercise of any option granted prior to the
termination or otherwise as may be required in accordance with the provisions of the China
Land New Scheme. Options granted prior to such termination at the time of termination shall

continue to be valid and exercisable in accordance with the China Land New |Scheme.
Condition of the China Land New Scheme

The China Land New Scheme is conditional on (a) the China Land Shareholders’ approving
the adoption of the China Land New Scheme and termination of the China Land Existing
Scheme at the SGM; (b) the approval of the Shareholders at the EGM; |(c) the Listing
Committee of the Stock Exchange granting approval for the listing of, and permission to deal
in, the China Land Shares which may fall to be issued upon the exercise of joptions granted
pursuant thereto, the total number of which shall not exceed 10 per cent of the total number
of China Land Shares in issue as at the date of approving of the China Land New Scheme;

and (d) the Bermuda Monetary Authority granting approval for the granting’; of the options

and the allotment and issue of the China Land Shares upon the exercise of the options.

Present status of the China Land New Scheme

Application has been made to the Listing Committee of the Stock Exchange f?r the listing of,
and permission to deal in, the China Land Shares which may fall to be issued pursuant to the
exercise of the options granted under the China Land New Scheme, the total number of
which shall not exceed 10 per cent of the total number of China Land Shares in issue as at the
date of approving of the China Land New Scheme.

Each of the China Land Board and the Board considers that it is not appropriate or helpful to China
Land Shareholders or the Shareholders to state the value of all options that can be granted pursuant to the
China Land New Scheme as if they had been granted at the Latest Practicable Date. Each of the China
Land Board and the Board believes that any statement regarding the value of the options| as at the Latest
Practicable Date will not be meaningful to the China Land Shareholders and the Shareholders, since the
options to be granted shall not be assignable, and no holder of the option shall in any way sell, transfer,

charge, mortgage or create any interest (legal or beneficial) in favour of any third party over or in

relation to any option.
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In addition, the calculation of the value of the options is based on a number of variables such as the
exercise price, the exercise period, interest rate, expected volatility and other relevant variables. Each of
the China Land Board and the Board believes that any calculation of the value of the options as at the
Latest Practicable Date based on a great number of speculative assumptions would not be meaningful and
would be misleading to the China Land Shareholders and the Shareholders.
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NOTICE OF EXTRAORDINARY GENERAL MEETING

)

4

CHINA STRATEGIC HOLDINGS LIMITED

TREERR AT

(incorporated in Hong Kong with limited liability)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of China Strategic Holdings

Limited (the “Company”) will be held immediately after an extraordinary general meeting

of the Company

at 10:00 a.m. on Tuesday, 4 June 2002 at 7/F, Paul Y. Centre, 51 Hung To Road, Kwun [Tong, Kowloon,
Hong Kong for the purpose of considering and, if thought fit, passing the following‘g resolutions as

ordinary resolutions of the Company:

ORDINARY RESOLUTIONS

1. “THAT subject to and conditional upon the Listing Committee of The Sto

‘ck Exchange of

Hong Kong Limited (the “Stock Exchange”) granting listing of, and permission to deal in,

the shares of HK$0.10 each in the capital of the Company (“Shares”) to be issued pursuant to
the exercise of options which may be granted under the new share option scheme, the total

number of which shall not exceed ten per cent. of the issued share capital of

‘the Company as

at the date of this resolution. A copy of which is produced to this meeting marked “A” and

signed by the chairman of this meeting for the purpose of identification (the *

New Scheme”),

(a) the operation of the existing share option scheme (the “Existing Scheme”) adopted by

the Company by ordinary resolution of its shareholders on 20 July 1992 be terminated

and that no further options will be granted under the Existing Scheme

but in all other

respects the provisions of the Existing Scheme shall remain in force to the extent

necessary to give effect to the exercise of any options granted prior ther
as may be required in accordance with the provisions of the Existi
options granted prior to such termination shall continue to be valid an
accordance with the Existing Scheme; and

1

eto or otherwise

ng Scheme and
d exercisable in

(b) the rules of the New Scheme be and are hereby approved and adopted and that the

directors of the Company be and they are hereby authorised:

(i)  to administer the New Scheme under which the options will be granted to eligible

participants under the New Scheme to subscribe for Shares;

(ii) to modify and/or amend the rules of the New Scheme from time to| time subject to

the provisions of such rules;

(iii) to issue and allot from time to time such number of Shares as ma
be issued pursuant to the exercise of the options under the New S
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(iv) to make application at the appropriate time to the Stock Exchange, and any other
stock exchange upon which the Shares may for the time being be listed, for
listing of, and permission to deal in, the Shares which may thereafter from time
to time issued and allotted pursuant to the exercise of the options under the New
Scheme.”

“THAT subject to and conditional upon (i) the Listing Committee of the Stock Exchange
granting listing of, and permission to deal in, the shares of US$0.02 each (“China Land
Shares”) in the capital of China Land Group Limited (“China Land”) to be issued pursuant to
the exercise of options which may be granted under the new share option scheme of China
Land, the total number of which shall not exceed ten per cent. of the issued share capital of
China Land as at the date of passing this resolution. A copy of the new share option scheme
of China Land is produced to this meeting marked “B” and signed by the chairman of the
meeting for the purpose of identification (“China Land New Scheme”); (ii) approval of the
China Land New Scheme by the shareholders of China Land; and (iii) the permission from
the Bermuda Monetary Authority being obtained for the granting of the options pursuant to
the China Land New Scheme and the allotment and issue of the China Land Shares pursuant
to the exercise of the options granted under the China Land New Scheme:

(a) the operation of the existing share option scheme of China Land (the “China Land
Existing Scheme”) adopted by China Land by ordinary resolution of the shareholders
of China Land on 27 June 2000 be terminated and that no further options will be
granted under the China Land Existing Scheme but in all other respects the provisions
of the China Land Existing Scheme shall remain in force to the extent necessary to give
effect to the exercise of any options granted prior thereto or otherwise as may be
required in accordance with the provisions of the China Land Existing Scheme and
options granted prior to such termination shall continue to be valid and exercisable in
accordance with the China Land Existing Scheme; and

(b) the rules of the China Land New Scheme be and are hereby approved and adopted and
that the directors of China Land be and they are hereby authorised:

(i)  to administer the China Land New Scheme under which the options will be
granted to eligible participants under the China Land New Scheme to subscribe
for China Land Shares;

(i1) to modify and/or amend the rules of the China Land New Scheme from time to
time subject to the provisions of such rules;

(iii) to issue and allot from time to time such number of China Land Shares as may be

required to be issued pursuant to the exercise of the options under the China Land
New Scheme; and
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Hong

Registered office:
8th Floor,

Paul Y. Centre,

51 Hung To Road,
Kwun Tong,
Kowloon,

Hong

Notes:

(iv) to make application at the appropriate time to the Stock Exchange, and any other
stock exchange upon which the China Land Shares may for the time being be
listed, for listing of, and permission to deal in, the China Land Shares which may
thereafter from time to time be issued and allotted pursuant to the exercise of the
options under the China Land New Scheme.”

By order of the Board
Chan Yan Yan, Jenny
Company Secretary

Kong, 18 May 2002

Kong

A form of proxy for use at the meeting is enclosed herewith.

The instrument appointing a proxy shall be in writing under the hand of the appointor or of his/her attorney duly
authorised in writing or, if the appointor is a corporation, either under its seal or under the hand of any|officer, attorney or
other person authorised to sign the same.

Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and, on a poll,
vote instead of him/her. A proxy need not be a member of the Company.

In order to be valid, the form of proxy, together with the power of attorney or other authority (if an)") under which it is
signed, or a notarially certified copy of such power or authority. must be lodged at the Company’s share registrar, Standard
Registrars Limited, at 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong not less than 48 hours before

the time appointed for holding the meeting or any adjourned meeting (as the case may be).

Completion and return of the form of proxy will not preclude members from attending and voting in pe‘rson at the meeting
or at any adjourned meeting (as the case may be) should they so wish, and is such event, the form of proxy shall be

deemed to be revoked.

Where there are joint registered holders of any share of the Company, any one of such joint holders ‘may vote, either in
person or by proxy, in respect of such share as if he/she was solely entitled thereto, but if more tha‘n one of such joint
holders are present at the meeting, the most senior shall alone be entitled to vote, whether in person or by proxy. For this

purpose, seniority shall be determined by the order in which the names stand in the register of members‘ of the Company in
respect of the joint holding.
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File No. 82-359¢

THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTrivxauin

If you are in any doubt as to any aspect of this circular, you should consult a stockbroker, or other registered dealer in securities. a bank manager solicitor, professional
accountant or other professional adviser.

If you have sold or transferred all your shares in the Company, you should at once hand this circular with the enclosed form of proxy to the purchaser or transferee or to
the bank, stockbroker or other agent through whom the sale was effected for transmission to the purchaser or transferee.

This circular is addressed to the shareholders and holders of share options of the Company in connection with the EGM of the Company to be held on 4 June 2002. This
circular is not and does not constitute an offer of, nor is it intended to invite offers for, shares in or other securities of the Company.

The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this circular, make no
representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole of any

part of the contents of this circular.

i~

N

CHINA STRATEGIC HOLDINGS LIMITED
PREEERAT

(Incorporated in Hong Kong with limited liability)

PROPOSED RIGHTS ISSUE OF
NOT LESS THAN 921,957,884 RIGHTS SHARES OF HK$0.10 EACH
AT HK$0.15 PER RIGHTS SHARE, PAYABLE IN FULL ON ACCEPTANCE
(IN THE PROPORTION OF TWO RIGHTS SHARES
FOR EVERY ONE EXISTING SHARE HELD)
WITH BONUS ISSUE OF WARRANTS, .-
APPLICATION FOR THE GRANTING OF S -
THE WHITEWASH WAIVER o
AND &
GENERAL MANDATES TO ISSUE =
AND REPURCHASE SHARES —
T

Financial adviser to the Substantial Shareholders L
in relation to the application for the Whitewash Waiver o

International Capital Network Limited é{? i

Independent financial adviser to the Independent Non-Executive Director

Af PLATINUM
1’ Securities

ﬁ

Each of Calisan and Well Orient may terminate their respective Underwriting Agreements at any time prior to 4:00 p.m. on 26 June 2002 (being the second
business day following the last day for acceptance of provisional allotments of the Rights Shares) if:

1. the occurrence of the following events would in the reasonable opinion of either Calisan or Well Orient materially and adversely affect the business, financial
or trading position or prospects of the Group as a whole or otherwise makes it inexpedient or inadvisable for the Company or either Calisan or Well Orient

to proceed with the Rights Issue:
(a) the introduction of any new law or regulation or any change in existing law or regulation or other occurrence of any nature whatsoever; or

()

(c)
restriction on trading in securities; or
any change oceurs in the circumstances of any member of the Group which would materially and adversely affect the prospects of the Group as a whole; or

the occurrence of any local, national or international event or change of political, military, financial, econemic, currency or other nature; or
the occurrence of any change in market conditions or combination of circumstances in Hong Kong, including without limitation suspension or material

~

the Company commits any breach of or omits to observe any of the obligations or undertakings expressed to be assumed by it under either of the

Underwriting Agreements; or

either Calisan or Weil Orient shall receive notification or shall otherwise become aware of, the fact that any of the representations or warranties contained in

either of the Underwriting Agreements was, when given, untrue or inaccurate or would in any respect be untrue or inaccurate if repeated at the relevant

times as provided in the Underwriting Agreements and either Calisan or Well Orient shall in their reasonable opinion determine that any such untrue

representation or warranty represents or is likely to represent a material and adverse change in the business, financial or trading position or prospects of the

Group as a whole or is otherwise likely to have a material and adverse effect on the Rights Issue; or

5. the Company shall, after any matter or event has occurred or come to the attention of either Carlisan or Well Orient as a result of which any representation
or warranty would be untrue or inaccurate in any respect, fail promptly to send out any announcement or circular (after the despatch of the Prospectus
Documents), in such manner (and as appropriate with such contents) as either Calisan or Well Orient may reasonably request for the purpose of preventing

the creation of a false market in the securities of the Company.
If either the Calisan Underwriting Agreement or the Well Orient Underwriting Agreement is terminated, one or more of the conditions of the Rights Issue as set
out in the paragraph headed “Conditions of the Rights Issue” in the Letter from the board of Directors in this circular will not be fulfilled and the Rights Issue

will not proceed.

It should be noted that the existing shares will be dealt with on an ex-rights basis from 24 May 2002. Rights Shares will be dealt with in their nil-paid form from 11 June
2002 to 19 June 2002 (both days inclusive). If either Calisan or Well Orient terminates their respective Underwriting Agreements (see Force majeure and termination of the
Underwriting Agreement on page 7 of this circular) or any one more of the other conditions of the Rights Issue (see Conditions of the Rights Issue on page 19 of this
circular) cannot be fulfilled, the Rights {ssue will not proceed. Any dealing in the Shares or the Rights Shares in their nil-paid form between 11 June 2002 to 19 June 2002
is accordingly at the investors’ own risk. If in any doubt, investors should consider obtaining professional advice on this.

A notice convening the EGM to be held at 7th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong at 10:00 a.m. on 4 June 2002 is set out on pages
184 to 188 of this circular. Whether or not you are able to attend the meeting in person, you are requested to complete and return the enclosed form of proxy in accordance
with the instructions printed thereon and deposit with Standard Registrars Limited at 5 Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong as soon as
possible and in any event not later than 48 hours before the time appointed for holding the meeting. Completion and return of the form of proxy will not preciude you from

attending and voting in person at the meeting should you wish.
A letter of advice from Platinum to the Independent Non-Executive Director is set out on pages 24 to 38 of this circular.
10 May 2002
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RESPONSIBILITY STATEMENT

This circular includes particulars give in compliance with the Takeovers Code and the Listing
Rules for the purpose of giving information with regard to the Company. The Directors jointly and
severally accept full responsibility for the accuracy of the information contained in this circular, and
confirm having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in
this circular have been arrived at after due and careful consideration and there are no other facts not
contained in this circular, the omission of which would make any statement herein misleading.




DEFINITIONS

|
In this circular, the following expressions have the following meanings unless the context otherwise

requires:

“Announcement”

“associate”
“Board”

“Bonus Issue”

’

“Bonus Warrants

“Calisan”

LE

“Calisan Underwriting Agreement

“CCASS”

“Company”

“Cooperative Development
Agreement”

“Directors”

|
|

the joint announcement dated 14 March 20¢2 made by the

Company, Hanny Holdings Limited and Paul Y. - JITC Construction
Holdings Limited in relation to the Rights Issue with the Bonus
Issue and the Whitewash Waiver 1
i
|

|
shall have the meaning ascribed thereto under th“e Listing Rules

|
the board of Directors i
|

the issue of Bonus Warrants to the first register;ed holders of the
Rights Shares on the basis of three units of subscription rights for
every ten Rights Shares taken up J
|
|

warrants with subscription rights in units of initial subscription
price HK$0.17 each in the amount of not less thar‘l HK$47,019,852
which entitle the holder thereof to subscribe for Shares at an
initial subscription price of HK$0.17 per SPare, subject to
adjustment, exercisable from the first day of dealing in the Bonus
Warrants on the Stock Exchange to 30 June 2003, both dates
inclusive j

Calisan Developments Limited, a company incs:orporated in the
British Virgin Islands with limited liability which: is wholly owned
by Paul Y. - ITC Construction Holdings Limited}, the securities of
which are listed on the Stock Exchange and|as at the Latest
Practicable Date Dr. Chan Kwok Keung, Charles is deemed to be
interested in 42.6% of the issued share capital |of Paul Y. - ITC
Construction Holdings Limited

|
|
[
l

the agreement dated 14 March 2002 entered i;nto between the

Company and Calisan in relation to the Rights Issue

the Central Clearing and Settlement System‘established and
operated by HKSCC i
China Strategic Holdings Limited, a company incnj)rporated in Hong
Kong, the shares of which are listed on the Stocl% Exchange

|
the agreement dated 18 August 2001 entered :into between the
Company and the Government of Beijing Shun; Yi City Li Qiao
Town for joint development of a land which i;s adjacent to the
eastern side of Beijing Capital Airport i

the directors of the Company
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DEFINITIONS

“EGM”

“Excluded Rights Shares”

“Executive”

“General Mandate”

“Groupn

“Hanl'ly”

5‘HK$97
“HKSCC”

“Hong Kong”

“ICN”

“Independent Non-Executive”
Director”

“Independent Shareholders”

“Latest Practicable Date”

the extraordinary general meeting of the Company to be convened
at 10:00 a.m. on 4 June 2002 to approve the Rights Issue with the
Bonus Issue, the Whitewash Waiver, the General Mandate and the
Repurchase Mandate

the 321,760,000 Rights Shares that the Substantial Shareholders
are entitled to subscribe for pursuant to the terms of the Rights
Issue in their capacity as Qualifying Shareholders

the executive director of the Corporate Finance Division of the
Securities and Futures Commission or any delegate of such
executive director

the general mandate proposed to be adopted by the Company,
details of which are set out in the section headed “General Mandate
and Repurchase Mandate” in the Letter from the board of Directors
in this circular

the Company and its subsidiaries

Hanny Holdings Limited whose securities are listed on the Stock
Exchange

Hong Kong dollars, the lawful currency of Hong Kong
Hong Kong Securities Clearing Company Limited

the Hong Kong Special Administrative Region of the People’s
Republic of China

International Capital Network Limited, an investment adviser
registered under the Securities Ordinance (Chapter 333 of the
Laws of Hong Kong) and the financial adviser to the Substantial
Shareholders in relation to the application for the Whitewash
Waiver

Mr. David Edwin Bussmann, an independent non-executive
Director who has been appointed to advise the Independent
Shareholders

the Shareholders other than the Substantial Shareholders, their
respective associates and parties acting in concert with them and
those who are involved in or interested in the underwriting of the
Rights Issue under the Underwriting Agreements

7 May 2002, being the latest practicable date prior to the printing
of this circular for ascertaining certain information contained in
this circular
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DEFINITIONS

“Listing Rules”

“Overseas Shareholder(s)”

“Paul Y.”

“Platinum”

“PRC”

“Prospectus”

“Prospectus Documents”

]

“Qualifying Shareholders’

“Record Date”

- “Repurchase Mandate”

“Rights Issue”

“Rights Share(s)”

“SDI Ordinance”

“Share(s)”

the Rules Governing the Listing of Securities on the Stock
Exchange

the Shareholder(s) whose name(s) appear(s) on the register of
members of the Company on the Record Date and whose registered
address(es) on that date is/are outside Hong Kong

Paul Y. - ITC Construction Holdings Limited whose securities are
listed on the Stock Exchange

Platinum Securities Company Limited, an investment adviser
registered under the Securities Ordinance (Chapter 333 of the
Laws of Hong Kong), which has been appointed as the independent
financial adviser to the Independent Non-Executive Director in
relation to the Rights Issue with the Bonus Issue and the
Whitewash Waiver

The People’s Republic of China

the prospectus to be issued by the Company in relation to the
Rights Issue which is expected to be despatched on 7 June 2002

the Prospectus, the provisional allotment letter and the form of
application for excess Rights Shares

the Shareholder(s), other than the Overseas Shareholder(s), whose
name(s) appear(s) on the register of members of the Company on
the Record Date

4:00 p.m. (Hong Kong time) on 4 June 2002 for the determination
of the entitlements for the provisional allotment of the nil-paid
Rights Share under the Rights Issue

the repurchase mandate proposed to be adopted by the Company,
details of which are set out in the section headed “General Mandate
and Repurchase Mandate” in the Letter from the board of Directors
in this circular

the rights issue of two Rights Shares for every one existing Share
held on the Record Date

new Share(s) to be issued under the Rights Issue

Securities (Disclosure of Interests) Ordinance, Chapter 396 of the
Laws of Hong Kong

share(s) of HK$0.10 each in the capital of the Company
-5-




DEFINITIONS

“Share Option(s)”

“Shareholder(s)”

“Stock Exchange”
“Substantial Shareholders”
“Takeovers Code”

“Underwriting Agreements”

“Well Orient”

“Well Orient Underwriting
Agreement”

“Whitewash Waiver”

“%n

option(s) to subscribe for Share(s) granted by the Company under
its share option scheme adopted on 20 July 1992

holder(s) of the Share(s)

The Stock Exchange of Hong Kong Limited
Well Orient and Calisan

the Hong Kong Code on Takeovers and Mergers

the Calisan Underwriting Agreement and the Well Orient
Underwriting Agreement

Well Orient Limited, a company incorporated in Hong Kong with
limited liability which is wholly owned by Hanny Holdings
Limited, the securities of which are listed on the Stock Exchange
and as at the Latest Practicable Date Dr. Chan Kwok Keung,
Charles is deemed to be interested in 27.73% of the issued share
capital of Hanny Holdings Limited

agreement dated 14 March 2002 entered into between the Company
and Well Orient in relation to the Rights Issue

a waiver from the Executive pursuant to Note 1 on dispensations
from Rule 26 of the Takeovers Code in respect of the obligations
of the Substantial Shareholders and parties acting in concert with
any of them to make a mandatory general offer for all the Shares
not already owned by the Substantial Shareholders or parties acting
in concert with any of them which would otherwise arise as a
result of the Substantial Shareholders subscribing for the Rights
Shares under the terms of the Underwriting Agreements

per cent.




FORCE MAJEURE AND TERMINATION OF THE UNDERWRITING AGREEMENTS

Each of Calisan and Well Orient may terminate their respective Underwriting Agreements at
any time prior to 4:00 p.m. on 26 June 2002 (being the second business day following the last day
for acceptance of provisional allotments of the Rights Shares) if:

1.

the occurrence of the following events would in the reasonable opinion of either Calisan
or Well Orient materially and adversely affect the business, financial or trading position
or prospects of the Group as a whole or otherwise makes it inexpedient or inadvisable
for the Company or either Calisan or Well Orient to proceed with the Rights Issue:

(a) the introduction of any new law or regulation or any change in existing law or
regulation or other occurrence of any nature whatsoever; or

(b) the occurrence of any local, national or international event or change of political,
military, financial, economic, currency or other nature; or

(c) the occurrence of any change in market conditions or combination of circumstances
in Hong Kong, including without limitation suspension or material restriction on
trading in securities; or

any change occurs in the circumstances of any member of the Group which would
materially and adversely affect the prospects of the Group as a whole; or

the Company commits any breach of or omits to observe any of the obligations or
undertakings expressed to be assumed by it under either of the Underwriting Agreements;
or

either Calisan or Well Orient shall receive notification or shall otherwise become aware
of, the fact that any of the representations or warranties contained in either of the
Underwriting Agreements was, when given, untrue or inaccurate or would in any respect
be untrue or inaccurate if repeated at the relevant times as provided in the Underwriting
Agreements and either Calisan or Well Orient shall in their reasonable opinion determine
that any such untrue representation or warranty represents or is likely to represent a
material and adverse change in the business, financial or trading position or prospects
of the Group as a whole or is otherwise likely to have a material and adverse effect on
the Rights Issue; or

the Company shall, after any matter or event has occurred or come to the attention of
either Carlisan or Well Orient as a result of which any representation or warranty
would be untrue or inaccurate in any respect, fail promptly to send out any announcement
or circular (after the despatch of the Prospectus Documents), in such manner (and as
appropriate with such contents) as either Calisan or Well Orient may reasonably request
for the purpose of preventing the creation of a false market in the securities of the
Company.

If either the Calisan Underwriting Agreement or the Well Orient Underwriting Agreement is
terminated, one or more of the conditions of the Rights Issue as set out in the paragraph headed
“Conditions of the Rights Issue” in the Letter from the board of Directors in this circular will not
be fulfilled and the Rights Issue will not proceed.

It should be noted that the existing shares will be dealt with on an ex-rights basis from 24
May 2002. Rights Shares will be dealt with in their nil-paid form from 11 June 2002 to 19 June
2002 (both days inclusive). If either Calisan or Well Orient terminates their respective Underwriting
Agreements or any one or more of the other conditions of the Rights Issue (see Conditions of the
Rights Issue on page 19 of this circular) cannot be fulfilled, the Rights Issue will not proceed. Any
dealing in the Shares or the Rights Shares in their nil-paid form between 11 June 2002 to 19 June
2002 is accordingly at the investors’ own risk. If in any doubt, investors should consider obtaining
professional advice on this.



LETTER FROM THE BOARD OF DIRECTORS

m

</
CHINA STRATEGIC HOLDINGS LIMITED
hEEBERA T

(Incorporated in Hong Kong with limited liability)

Executive Directors: Registered Office

Chan Kwok Keung, Charles 8th Floor, Paul Y. Centre
(Chairman and Chief Executive Officer) 51 Hung To Road, Kwun Tong

Yap, Allan (Vice Chairman) Kowloon, Hong Kong

Chau Mei Wah, Rosanna
Lien Kait Long
Li Wa Kin

Alrernative Directors:
Chan Kwok Hung

(Alternate to Chan Kwok Keung, Charles)
Lui Siu Tsuen, Richard (Alrernate to Yap, Allan)
Lau Ko Yuen, Tom

(Alternate to Chau Mei Wah, Rosanna)

Independent Non-Executive Directors:
David Edwin Bussmann
Choy Hok Man, Constance

To the Shareholders and the holders of Share Options
10 May 2002
Dear Sir or Madam,

PROPOSED RIGHTS ISSUE OF
NOT LESS THAN 921,957,884 RIGHTS SHARES OF HK$0.10 EACH
AT HK$0.15 PER RIGHTS SHARE, PAYABLE IN FULL ON ACCEPTANCE
(IN THE PROPORTION OF TWO RIGHTS SHARES
FOR EVERY ONE EXISTING SHARE HELD)
WITH BONUS ISSUE OF WARRANTS,
APPLICATION FOR THE GRANTING OF
THE WHITEWASH WAIVER
AND
GENERAL MANDATES
TO ISSUE AND REPURCHASE SHARES

INTRODUCTION

The Directors announced on 14 March 2002 that the Company proposes to raise about HK$138.3
million, before expenses, by issuing not less than 921,957,884 new Shares by way of the Rights Issue at
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a price of HK$0.15 per Rights Share with the Bonus Issue. The Company will provisionally allot two
Rights Shares for every one existing Share held by the Qualifying Shareholders on the Record Date with
Bonus Warrants in the proportion of three units of subscription rights with initial subscription price of
HK$0.17 each for every ten Rights Shares taken up.

Further announcements dated 3 April 2002 and 25 April 2002 have been made in relation to the
delay on despatch of the circular.

The purpose of this circular is to give you further information on, inter alia, the Rights Issue with
the Bonus Issue and the Whitewash Waiver, the General Mandate and the Repurchase Mandate, the
advice of Platinum to the Independent Non-Executive Director and the recommendation of the Independent
Non-Executive Director in respect of the Rights Issue with the Bonus Issue and the Whitewash Waiver as
well as setting out the notice convening the EGM.

Dr. Chan Kwok Keung, Charles, Mr. Yap, Allan, Ms. Chau Mei Wah, Rosanna, Mr. Lien Kait Long
and Mr. Li Wa Kin are executive Directors. They are, therefore, not considered to be independent for the
purpose of the Rights Issue with the Bonus Issue and the Whitewash Waiver. Ms. Choy Hok Man,
Constance, an independent non-executive Director, is not considered to be independent for the purpose of
the Rights Issue with the Bonus Issue and the Whitewash Waiver as she is a partner of Sidley Austin
Brown & Wood, the firm which acts as the legal advisor to the Company in relation to the Rights Issue
with Bonus Issue and the Whitewash Waiver. Accordingly, Mr. David Edwin Bussmann, the other
independent non-executive Director, has been appointed as the Independent Non-Executive Director to
consider and advise the Independent Shareholders in relation to the Rights Issue with Bonus Issue and
the Whitewash Waiver.

RIGHTS ISSUE
Issue statistics

Basis of the Rights Issue: two Rights Shares for every one existing Share held on the
Record Date at a subscription price of HK$0.15 per Rights
Share with Bonus Warrants of three units of subscription
rights with initial subscription price of HK$0.17 each for
every ten Rights Shares taken up

Number of existing Shares in issue: 460,978,942 Shares as at the Latest Practicable Date
Number of Rights Shares: not less than 921,957,884 Rights Shares
Amount of Bonus Warrants: units of subscription rights with initial subscription price

of HK$0.17 each in the amount of not less than
HK$47,019,852

The 921,957,884 nil-paid Rights Shares proposed to be provisionally allotted represent 200% of
the existing issued share capital of the Company and approximately 66.7% of the Company’s issued
share capital as enlarged by the issue of the Rights Shares.

The number of Rights Shares which may be issued pursuant to the Rights [ssue will be increased in
proportion to any additional Shares which will be issued and allotted on or before the Record Date, being
any Shares which will be issued and allotted to holders of the Share Options pursuant to an exercise of

—9-



LETTER FROM THE BOARD OF DIRECTORS

the subscription rights attaching to such Share Options. As at the Latest Practicable Date, the Company
has 376,750 Share Options outstanding and exercisable before the Record Date by the employees of the
Group to subscribe for Shares at prices ranging from HK$3.44 to HK$6.06 per Share, subject to
adjustments. If all the subscription rights attaching to the Share Options are duly exercised and Shares
are issued and allotted pursuant to such exercise on or before the Record Date, the number of issued
Shares will be increased by 376,750 Shares and the number of Rights Shares which may be issued
pursuant to the Rights Issue will be increased by 753,500 Rights Shares. The Substantial Shareholders
have agreed to underwrite, in equal share, all the Rights Shares which will be provisionally allotted
under the Rights Issue other than the Excluded Rights Shares.

Qualifying Shareholders

The Company will send the Prospectus Documents to Qualifying Shareholders only and, for
information only, the Prospectus to the Overseas Shareholders.

To qualify for the Rights Issue, a Shareholder must:
(i)  be registered as a member of the Company at the close of business on the Record Date; and

(ii) have an address in Hong Kong as his/her address on the register of members of the Company
at close of business on the Record Date.

In order to be registered as a member on the Record Date, Shareholders must lodge any
transfers of Shares, with the relevant share certificates, with the Company’s share registrar by 4:00
p.m. on or before 27 May 2002.

Holders of the Share Options who wish to participate in the Rights Issue should exercise the
subscription rights attaching to the Share Options in accordance with their terms on or before 4:00
p.m. on 27 May 2002.

The Company’s share registrar is Standard Registrars Limited at 5th Floor, Wing On Centre, 111
Connaught Road Central, Hong Kong. The register of members of the Company will be closed from 28
May 2002 to 4 June 2002, both dates inclusive. N transfer of Shares will be registered during this
period.

Subscription price of the Rights Shares

The subscription price for the Rights Shares is HK$0.15 per Rights Share, payable in full when a
Qualifying Shareholder accepts his/her provisional allotments under the Rights Issue or applies for
excess Rights Shares or when a transferee of nil-paid Rights Shares subscribes for the Rights Shares.

The subscription price represents:

(i)  a discount of approximately 61.5% to the closing price of HK$0.39 per Share quoted on the

Stock Exchange at 12:30 p.m. on Friday, 8 March 2002, being the last trading day before the
release of the Announcement;
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(i) a discount of approximately 62.5% to the average closing price of approximately HK$0.4 per
Share for the ten trading days up to and including 8 March 2002, being the last trading day
before the release of the Announcement;

(iii) a discount of approximately 96.9% of the net asset value of HK$4.8 per Share as at 31
December 2001, being the date to which the latest audited financial statement of the Group
was made up;

(iv) a discount of approximately 53.1% to the closing price of HK$0.32 per Share quoted on the
Stock Exchange as at the Latest Practicable Date;

(v) a discount of approximately 48.28% to the average closing price of HK$0.29 per Share
quoted on the Stock Exchange for the 10 trading days up to and including 7 May 2002, being
the Latest Practicable Date; and

(vi) a discount of approximately 28.6% to the theoretical ex-rights price of HK$0.21 per Share
based on the closing price on the Latest Practicable Date.

Basis of provisional allotments

Two Rights Shares in nil-paid form, for every one existing Share held by the Qualifying Shareholders
as at the close of business on the Record Date.

Status of the Rights Shares

When allotted and fully-paid, the Rights Shares will rank pari passu with the then existing Shares
in all respects. Holders of fully-paid Rights Shares will be entitled to receive all future dividends and
distributions which are declared, made or paid after the date of allotment and issue of the Rights Shares
in their fully-paid form.

Nil-paid Rights Shares are expected to be traded in board lots of 2,500 Rights Shares. Dealings in
nil-paid and fully-paid Rights Shares will be subject to the payment of stamp duty in Hong Kong.

Rights of Overseas Shareholders

The Prospectus Documents will not be registered under the securities legislation of any jurisdiction
other than Hong Kong. The Company will send the Prospectus to Overseas Shareholders for their
information only and will not send them any provisional allotment letters or forms of application for
excess Rights Shares. However, Overseas Shareholders are entitled to vote at the EGM.

If a premium, net of expenses, can be obtained, the Company may sell the provisional allotment of
the Rights Shares which would otherwise have been allotted to Overseas Shareholders once dealings in
the nil-paid Rights Shares commence. The proceeds of the sale of the Overseas Shareholders’ nil-paid
Rights Shares, less expenses, of HK$100 or more will be paid to the Overseas Shareholders in Hong
Kong dollars. The Company will retain individual sale proceeds of less than HK$100 for its own benefit.
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Fractional entitlements

As the basis of the Rights Issue is two Rights Shares for every one Share held on the Record Date,
there will be no fractional entitlement to the Rights Shares.

Application for excess Rights Shares

Qualifying Shareholders are entitled to apply for any unsold entitlements of Overseas Shareholders
and any nil-paid Rights Shares provisionally allotted but not accepted.

Application for excess Rights Shares may be made by completing the form of application for
excess Rights Shares and a separate remittance for the excess Rights Shares. The Directors will allocate
the excess Rights Shares at their discretion on a fair and equitable basis.

Bonus Warrants

Subject to the satisfaction of the conditions of the Rights Issue, Bonus Warrants will be issued to
the first registered holders of the Rights Shares on the basis of three units of subscription rights with
initial subscription price of HK$0.17 each for every ten Rights Shares taken up under the Rights Issue.
The issue of the Bonus Warrants will be subject to the approval of the Independent Shareholders at the
EGM and the Listing Committee of the Stock Exchange granting the listing of, and permission to deal in,
the Bonus Warrants and the Shares which may fall to be issued pursuant to the exercise of the subscription
rights attaching to the Bonus Warrants.

Subscription price under the Bonus Warrants

The initial subscription price of Shares under the Bonus Warrants of HK$0.17 per Share represents
a discount of approximately 56.4% to the closing price of HK$0.39 per Share as quoted on the Stock
Exchange at 12:30 p.m. on Friday, 8 March 2002, being the last trading day before the release of the
Announcement and a discount of approximately 57.5% to the average closing price of approximately
HK$0.40 per Share for the ten trading days up to and including 8 March 2002, being the last trading day
before the release of the Announcement. The discount of the initial subscription price of Shares under the
Bonus Warrants to the recent closing prices of the Shares is substantially in line with the discount of the
subscription price of the Rights Shares. The Directors consider that the initial subscription price of
Shares under the Bonus Warrants provides an attractive opportunity to the Qualifying Shareholders who
take up the Rights Shares to participate in the future growth of the Group.

Subscription period of the Bonus Warrants

The subscription period is expected to be from the date on which the listing of the Bonus Warrants
commences on the Stock Exchange to 30 June 2003, both dates inclusive.

Board lot of Bonus Warrants

The board lot for trading in the Bonus Warrants is proposed to be 25,000 units of subscription
rights. However, depending on the entitlement to and acceptance of the Rights Shares by those entitled,
odd lots of Bonus Warrants may be issued. There is no arrangement for the trading of odd lots of the
Bonus Warrants.
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Amount of Bonus Warrants

On the basis of not less than 921,957,884 Rights Shares to be issued under the Rights Issue,
276,587,365 units of Bonus Warrants in the amount of not less than HK$47,019,852 with the initial
subscription price of HK$0.17 per Share will be issued. The exercise in full of the subscription rights
attaching to the Bonus Warrants will result in the issue of not less than 276,587,365 new Shares which
represent approximately 20% of the issued share capital of the Company as enlarged by the Rights Issue
and approximately 16.7% of the issued share capital of the Company as enlarged by the Rights Issue and
upon the issue of 276,587,365 Shares by the exercise of the subscription rights attaching to the Bonus
Warrants in full. The Bonus Warrants will be issued in registered form and will be traded on the Stock
Exchange.

Fractional entitlements to Bonus Warrants will not be issued but will be aggregated and sold for the
benefit of the Company. No Bonus Warrants will be issued to Overseas Shareholders.

The Shares to be issued upon exercise of the subscription rights under the Bonus Warrants will
rank pari passu in all respects with the then existing Shares on the relevant subscription date other than
any dividend or other distributions previously declared or recommended or resolved to be paid or made if
the record date therefor shall be on or before the relevant subscription date.

Warrants instrument

The Bonus Warrants will be issued subject to and with the benefit of an instrument (“Instrument’)
to be executed by the Company by way of deed poll on 4 June 2002, a summary of which is set out in
Appendix IV to this circular.

Certificates

Subject to the fulfilment of the conditions of the Rights Issue, certificates for all fully-paid Rights
Shares and Bonus Warrants are expected to be posted to the subscribers who have been allotted the
relevant Rights Shares on or about 2 July 2002 at their own risk.

Application for listing
The securities of the Company are listed on the Stock Exchange.

The Company will apply to the Listing Committee of the Stock Exchange for the listing of and
permission to deal in the Rights Shares in both nil-paid and fully-paid forms, the Bonus Warrants and the
new Shares which may fall to be issued pursuant to the exercise of the subscription rights attaching to the
Bonus Warrants. There is no other stock exchange on which any part of the securities of the Company is
listed or dealt in on which listing or permission to deal is being or proposed to be sought.

Subject to the granting of the listing of, and permission to deal in, the Rights Shares in both nil-
paid and fully-paid forms, the Bonus Warrants, and the new Shares which may fall to be issued upon the
exercise of the subscription rights attaching to the Bonus Warrants on the Stock Exchange as well as
compliance with the stock admission requirements of HKSCC, the Rights Shares in both nil-paid and
fully-paid forms, the Bonus Warrants, and the new Shares which may fall to be issued upon the exercise
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of the subscription rights attaching to the Bonus Warrants will be accepted as eligible securities by
HKSCC for deposit, clearance and settlement in CCASS with effect from the commencement dates of
dealings in the Rights Shares in both nil-paid and fully-paid forms, the Bonus Warrants, and the new
Shares which may fall to be issued upon the exercise of the subscription rights attaching to the Bonus
Warrants on the Stock Exchange or such other dates as determined by HKSCC. Settlement of transactions
between participants of the Stock Exchange on any trading day is required to take place in CCASS on the
second trading day thereafter. All activities under CCASS are subject to the General Rules of CCASS and
CCASS Operational Procedures in effect from time to time.

There is no arrangement under which future dividends are waived or agreed to be waived.

UNDERWRITING ARRANGEMENTS

Underwriting Agreements

Date:

Parties to the Calisan
Underwriting Agreement:

Parties to the Well Orient
Underwriting Agreement:

Number of Rights Shares
underwritten by Calisan:

Number of Rights Shares
underwritten by Well Orient:

Commission payable to Calisan:

Commission payable to Well Orient:

14 March 2002

The Company and Calisan

The Company and Well Orient

One of every two Rights Shares less any Excluded Rights
Shares, being not less than 300,098,942 Rights Shares,
depending on the number of Shares in issue on the Record
Date

One of every two Rights Shares less any Excluded Rights
Shares, being not less than 300,098,942 Rights Shares,
depending on the number of Shares in issue on the Record
Date

1% of the aggregate subscription price of the Rights Shares
to be underwritten by Calisan

1% of the aggregate subscription price of the Rights Shares
to be underwritten by Well Orient

Each of the Calisan Underwriting Agreement and the Well Orient Underwriting Agreement is a

connected transaction for the Company which is exempted from Shareholders’ approval requirements
pursuant to Rule 14.24(6)(c) of the Listing Rules.

As at the Latest Practicable Date, the Substantial Shareholders together with parties acting in
concert with any of them currently hold 160,880,000 Shares, representing approximately 34.9% of the

Company’s existing issued share capital.
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Each of the Substantial Shareholders has irrevocably undertaken to the Company that the Shares
beneficially owned by them will remain registered in their names from the date of the Announcement to
the Record Date. Each of the Substantial Shareholders has also undertaken to subscribe for their provisional
entitlements in full, amounting in aggregate to 321,760,000 Rights Shares, and has each agreed to
underwrite in equal share the balance of the Rights Shares, amounting to not less than 600,197,884
Rights Shares in aggregate depending on the number of Shares in issue on the Record Date, subject to
fulfilment of the conditions set out in each of their respective Underwriting Agreements.

In the event that the Substantial Shareholders are called upon to take up their obligations under
their respective Underwriting Agreements in full in equal shares, the Substantial Shareholders’ aggregate
holding in the issued share capital of the Company as enlarged by the Rights Issue would be increased to
approximately 78.3% assuming no Share Options are duly exercised before the Record Date. Under Rule
26 of the Takeovers Code, the fulfilment of the Substantial Shareholders’ underwriting commitment will
trigger a mandatory general offer by the Substantial Shareholders and parties acting in concert with them,
for all the Shares other than those already owned by the Substantial Shareholders or parties acting in
concert with them. An application has been made by ICN on behalf of the Substantial Shareholders and
parties acting in concert with them to the Executive for the Whitewash Waiver pursuant to Note 1 on
dispensations from Rule 26 of the Takeovers Code. The Executive has indicated that he will agree,
subject to approval by the Independent Shareholders, to waive any obligations to make a general offer
which might result from the fulfilment of the underwriting commitment by the Substantial Shareholders.

The Rights Issue is fully underwritten by Calisan and Well Orient and their ordinary course of
business do not include underwriting. The obligations of each of Calisan and Well Orient under their
respective Underwriting Agreements, and completion thereof are several and are not conditional upon
each other.

As at the Latest Practicable Date, neither the Substantial Shareholders, the directors of the Substantial
Shareholders nor parties acting in concert with any of them have acquired any voting rights in the
Company and none of them have dealt in any Shares during the period from 13 September 2001 to the
Latest Practicable Date.
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Shareholding Structure
Assume no Share Options are duly exercised before the Record Date:

Upon completion
of the Rights Issue
and assuming
the Substantial
Shareholders take up
all the underwritten

Registered owner Beneficial owner Existing Rights Shares
Number of  Approximate Number of  Approximate
Shares held % Shares held %
Calisan or Paul Y. - ITC Construction 80,440,000 17.45 541,418,942 39.15
its nominees Holdings Limited
Well Orient or Hanny Holdings Limited 80,440,000 17.45 541,418,942 39.15

its nominees

Sub total 160,880,000 34.90 1,082,837,884 78.30
Lien Kait Long (Note) 632 0.00 632 0.00
Public 300,098,310 65.10 300,098,310 21.70
Total 460,978,942 100.00 1,382,936,826 M

Note: Mr. Lien Kait Long is an executive Director.
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Assume all outstanding Share Options are duly exercised before the Record Date:

Upon completion
of the Rights Issue
and assuming
the Substantial

Shareholders take
up all the underwritten
Registered owner Beneficial owner Existing Rights Shares
Number of  Approximate Number of  Approximate
Shares held % Shares held %
Calisan or Paul Y. - ITC Construction 80,440,000 17.44 541,795,692 39.15
its nominees Holdings Limited
Well Orient or Hanny Holdings Limited 80,440,000 17.44 541,795,692 39.15
its nominees
Sub total 160,880,000 3488 1,083,591,384 78.30
Lien Kait Long (Note) 632 0.00 632 0.00
Employee(s) 376,750 0.08 376,750 0.03
Public 300,098,310 65.04 300,098,310 21.67
Total 461,355,692 100.00 1,384,067,076 100.00

Note: Mr. Lien Kait Long is an executive Director.

If the aggregate shareholding of the Substantial Shareholders upon completion of the Rights
Issue is in the range of 30% to 50% of the issued share capital of the Company as enlarged by the
Rights Issue, they will be subject to the 2% creeper as set out in the Takeovers Code. If the
aggregate shareholding of the Substantial Shareholders upon completion of the Rights Issue exceeds
50% of the enlarged issued share capital of the Company, the Substantial Shareholders can acquire
further Shares without triggering a mandatory general offer under the Takeovers Code.

It is the intention of the Substantial Shareholders and parties acting in concert with them to
maintain the listing of the Company following completion of the Rights Issue. Accordingly, the
Company, the Substantial Shareholders and their respective directors have jointly and severally
undertaken to the Stock Exchange that the Company and the Substantial Shareholders will take
appropriate steps, to ensure not less than 25% of the Shares are held by the public at all times in
compliance with the minimum public float requirement of the Listing Rules. The Substantial
Shareholders currently have no intention to change the compeosition of the board of the Company
after completion of the Rights Issue.
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The Stock Exchange has stated that, if less than 25% of the issued Shares are in public hands
following completion of the Rights Issue, or if the Stock Exchange believes that a false market
exists or may exist in the trading of the Shares or there are insufficient shares in public hands to
maintain an orderly market, it will consider exercising its discretion to suspend dealing in the
Shares.

Termination of the Underwriting Agreements

Each of Calisan and Well Orient may terminate their respective Underwriting Agreements at
any time prior to 4:00 p.m. on 26 June 2002 (being the second business day following the last day
for acceptance of provisional allotments of the Rights Shares) if:

1.  the occurrence of the following events would in the reasonable opinion of either Calisan
or Well Orient materially and adversely affect the business, financial or trading position
or prospects of the Group as a whole or otherwise makes it inexpedient or inadvisable
for the Company or either Calisan or Well Orient to proceed with the Rights Issue:

(a) the introduction of any new law or regulation or any change in existing law or
regulation or other occurrence of any nature whatsoever; or

(b) the occurrence of any local, national or international event or change of political,
military, financial, economic, currency or other nature; or

(¢) the occurrence of any change in market conditions or combination of circumstances
in Hong Kong, including without limitation suspension or material restriction on
trading in securities; or

2. any change occurs in the circumstances of any member of the Group which would
materially and adversely affect the prospects of the Group as a whole; or

3. the Company commits any breach of or omits to observe any of the obligations or
undertakings expressed to be assumed by it under either of the Underwriting Agreements;
or

4.  either Calisan or Well Orient shall receive notification or shall otherwise become aware
of, the fact that any of the representations or warranties contained in either of the
Underwriting Agreements was, when given, untrue or inaccurate or would in any respect
be untrue or inaccurate if repeated at the relevant times as provided in the Underwriting
Agreements and either Calisan or Well Orient shall in their reasonable opinion determine
that any such untrue representation or warranty represents or is likely to represent a
material and adverse change in the business, financial or trading position or prospects
of the Group as a whole or is otherwise likely to have a material and adverse effect on
the Rights Issue; or
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5. the Company shall, after any matter or event has occurred or come to the attention of
either Carlisan or Well Orient as a result of which any representation or warranty
would be untrue or inaccurate in any respect, fail promptly to send out any announcement
or circular (after the despatch of the Prospectus Documents), in such manner (and as
appropriate with such contents) as either Calisan or Well Orient may reasonably request
for the purpose of preventing the creation of a false market in the securities of the
Company.

If either the Calisan Underwriting Agreement or the Well Orient Underwriting Agreement is
terminated, one or more of the conditions of the Rights Issue as set out below will not be fulfilled
and the Rights Issue will not proceed.

CONDITIONS OF THE RIGHTS ISSUE
The Rights Issue is conditional upon, among other matters, the following:

1. the Company registering all relevant documents with the Registrar of Companies in Hong
Kong in accordance with the Companies Ordinance (Chapter 32 of the Laws of Hong Kong);

2. the Listing Committee of the Stock Exchange granting the listing of and permission to deal in
the Rights Shares in their nil-paid and fully-paid forms, the Bonus Warrants and the new
Shares which may fall to be issued pursuant to the exercise of the subscription rights attaching
to the Bonus Warrants; .

3. the granting of the Whitewash Waiver by the Executive;

4, the passing of the ordinary resolutions by Independent Shareholders at the EGM taken on a
poll to approve: (i) the Rights Issue with the issue of the Bonus Warrants; (ii) the issue of the
new Shares pursuant to the exercise of subscription rights attaching to the Bonus Warrants;
and (iii) the Whitewash Waiver;

5. the posting of the Prospectus Documents to Qualifying Shareholders; and

6.  the obligations of each of Calisan and Well Orient under their respective Underwriting
Agreements becoming unconditional and the Underwriting Agreements not being terminated
in accordance with the terms thereof. If either the Calisan Underwriting Agreement or the
Well Orient Underwriting Agreement is terminated, the Rights Issue will not be fully
underwritten and in compliance with Rule 7.19 of the Listing Rules. In such circumstances,
the Rights Issue will not proceed.

If any of the above conditions is not satisfied, the Rights Issue will not proceed. None of the
parties to the Underwriting Agreements will waive condition No. 3 above.
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USE OF PROCEEDS OF THE RIGHTS ISSUE

The Company is an investment holding company. The Group is principally engaged in tire
manufacturing, manufacturing, retailing and distribution of Chinese medicine, western pharmaceuticals
and health food, property development and investment, hotel operation and investment in infrastructure
projects.

The Company intends to use the net proceeds of the Rights Issue of approximately HK$135 million,
before expenses as follows:

(i)  approximately HK$50,000,000 will be used for partial payment of compensation fees to be
paid by the Company for levying the land which is adjacent to the eastern side of Beijing
Capital Airport under a Cooperative Development Agreement entered into between the
Company and the Government of Beijing Shun Yi City Li Qiao Town;

(ii) approximately HK$20,000,000 will be used as an unsecured loan to China Land Group
Limited, a subsidiary of the Company on normal commercial terms for renovation, repair and
maintenance work for Plaza Canton Hotel owned by China Land Group Limited. The Company
will ensure that the loan will be advanced in compliance with the Listing Rules;

(iii) approximately HK$30,000,000 will be used for Tung Fong Hung Investment Limited, a wholly
owned subsidiary of the Company, in the area of Chinese medicine, western pharmaceuticals
and health food; and

(iv) the remaining balance of approximately HK$35,000,000 will be used as additional working
capital of the Group.

ADJUSTMENTS IN RELATION TO THE EXERCISE PRICE OF THE SHARE OPTIONS

Pursuant to the share option scheme of the Company, the Company has outstanding Share Options
to subscribe for up to an aggregate of 376,750 Shares, at subscription prices ranging from HK$3.44 to
HKS$6.06 per Share, both the number of shares and subscription prices are subject to adjustments. The
issuance of the Rights Shares will cause an adjustment to each of the subscription prices and the number
of Shares to be issued under the Share Options.

As to the adjustments to the number of Shares to be issued and the subscription prices in respect of
the Share Options, the Company will instruct its auditors to review and certify the basis of such adjustments
as soon as practicable. Details of the adjusted subscription prices will be announced as soon as practicable.

NET ASSET VALUE

Upon completion of the Rights Issue, the net tangible assets of the Group will be increased by the
amount of the net proceeds of the Rights Issue of approximately HK$135 million, amounting to
approximately HK$2,323 million. The net tangible asset value per Share will be diluted from approximately
HK$4.75 per Share as at 31 December 2001 to approximately HK$1.68 per Share.
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BUSINESS REVIEW AND PROSPECTS

Having achieved a Gross Domestic Productivity of approximately 7.3% in 2001, the PRC is expected
to continue to maintain the same economic growth momentum. At the same time, PRC’s accession into
the World Trade Organisation, its success in winning the bid for the 2008 Olympic Games and the recent
reduction in the domestic interest rate should be highly beneficial to our existing business operations in
the PRC. The Group will continue to solidify and focus on expanding its strategic lead in PRC’s tire
manufacturing, property and infrastructure operations. With PRC’s high growth potential and an expected
recovery of the economies of Southeast Asian countries in the near term, the Group is actively looking
for new investment opportunities in the region especially in the PRC, to diversify operations into new
markets and industries and continue to provide long term value to Shareholders. The Group’s turnover
for the year ended 31 December 2001 totalled HK$3.234 billion, representing an increase of 2.4% from
HK$3.158 billion over the last year. The revenue generated from newspaper publication and from the
trading of Chinese and western pharmaceutical products had become new sources of income for the
Group during year 2001.

The Company’s audited consolidated loss attributable to Shareholders for the year ended 31 December
2001 amounted to HK$598.7 million, representing a decrease of approximately 18% from HK$730.7
million recorded in last year. The losses incurred was mainly attributable to the impairment loss made for
revaluation deficits of the toll highway, investment properties and diminution in value of properties and
investment securities totalling HK$520 million by the Group. Operating losses suffered by the Group’s
tire operations, newspaper publication as well as provisions made for the diminution in the value of
investments also contributed to the losses.

EGM

There is set out on pages 184 to 188 of this circular a notice convening the EGM to be held on 4
June 2002 at 7th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong, at which
ordinary resolutions will be proposed to consider and, if thought fit, to be passed by the Independent
Shareholders to approve (i) the Rights Issue with Bonus Issue, (ii) the issue of the new Shares pursuant
to the exercise of subscription rights attaching to the Bonus Warrants, (iii) the Whitewash Waiver, (iv)
the General Mandate, and (v) the Repurchase Mandate.

The Substantial Shareholders and their respective parties acting in concert with them will be
precluded from voting on resolutions numbered 1 and 2 set out in the notice of the EGM to approve the
Rights Issue with Bonus Issue and the Whitewash Waiver.

You will find enclosed a form of proxy for use at the EGM. Whether or not you are able to attend
the EGM in person, you are requested to complete and return the form of proxy in accordance with the
instructions printed thereon to the Company’s share registrar, Standard Registrars Limited at 5th Floor,
Wing On Centre, 111 Connaught Road Central, Hong Kong as soon as possible but in any event not later
than 48 hours before the time appointed for holding the EGM. Completion and return of the form of
proxy will not preclude you from attending and voting in person at the EGM should you so wish.

GENERAL MANDATE AND REPURCHASE MANDATE

At the EGM, ordinary resolutions will be proposed to grant the General Mandate and the Repurchase
Mandate.

The General Mandate is to grant to the Directors an authority to allot and issue Shares of no more
than 20% of the issued share capital of the Company immediately after completion of the Rights Issue, or
if the Rights Issue is not completed, as of the date of the passing of the resolution granting the General

Mandate.
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Upon completion of the Rights Issue, the Repurchase Mandate is to grant to the Directors an
authority to repurchase securities up to 10% of the issued share capital of the Company immediately after
completion of the Rights Issue and up to 10% of the total number of the Bonus Warrants. If the Rights
Issue is not completed, the Repurchase Mandate is to grant to the Directors an authority to repurchase
Shares up to 10% of the issued share capital of the Company as of the date of the passing of the
resolution granting the Repurchase Mandate.

The board of Directors has no immediate plans to issue or repurchase any Shares pursuant to the
General Mandate and the Repurchase Mandate respectively. However, the board of Directors considers
both mandates to be in the interests of the Company and the Shareholders as a whole. An explanatory
statement containing the relevant information on the repurchase of securities of the Company as required
by the Listing Rules is contained in appendix V to this circular.

RECOMMENDATION

Your attention is drawn to the letter from the Independent Non-Executive Director set out on page
23 of this circular which contains his recommendation to the Independent Shareholders as to voting at
the EGM in relation to the Rights Issue with the Bonus Issue and the Whitewash Waiver.

Your attention is also drawn to the letter received from Platinum, for incorporation into the circular,
which contains its advice to the Independent Non-Executive Director as regards the Rights Issue with the
Bonus Issue and the Whitewash Waiver and the principal factors and reasons considered by it in arriving
thereat. The text of the letter from Platinum is set out on pages 24 to 38 of this circular.

The Independent Non-Executive Director has considered the advice given by Platinum and the
terms of the Rights Issue with the Bonus Issue and the Whitewash Waiver and recommends the Independent
Shareholders to vote in favour of the ordinary resolutions to be proposed at the EGM in relation to the
Rights Issue with the Bonus Issue and the Whitewash Waiver.

The purpose of this Rights Issue is to raise fund for the implementation of various investment
projects of the Group in diversified businesses such as property development, hotel operation, Chinese
medicine, western pharmaceuticals and health food and to raise additional working capital. It is therefore
expected by the Directors that the Rights Issue will have a positive effect on the Company’s profitability
and enhance the Group’s financial position as a whole. In addition, the Shareholders are given the right
under the Rights Issue to participate in the development and future growth of the Company through the
enlargement of the capital base of the Company.

The Directors consider that the Rights Issue with the Bonus Issue, the General Mandate and the
Repurchase Mandate are in the interests of the Company and the Shareholders as a whole. Accordingly,
the Directors recommend that Shareholders vote in favour of the ordinary resolutions numbered 1 to 5 to
be proposed at the EGM.

FURTHER INFORMATION
Your attention is drawn to the additional information set out in the appendices to this circular.
By Order of the Board
China Strategic Holdings Limited

Lien Kait Long
Executive Director
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I

4
CHINA STRATEGIC HOLDINGS LIMITED
FEREBERRA A

(Incorporated in Hong Kong with limited liability)

10 May 2002

To the Independent Shareholders
Dear Sir or Madam,

I have been appointed to advise you in connection with the Rights Issue with the Bonus Issue and
the Whitewash Waiver, details of which are set out in the letter from the Board contained in the circular
of the Company dated 10 May 2002 (the “Circular”), of which this letter forms part. Terms defined in the
Circular shall have the same meanings when used herein unless the context otherwise requires.

Having considered the terms of the Rights Issue with the Bonus Issue and the Whitewash Waiver
and the advice of Platinum in relation thereto as set out on pages 24 to 38 of the Circular, I concur with
the view of Platinum that the terms of the Rights Issue with the Bonus Issue are fair and reasonable so
far as the Independent Shareholders are concerned and are in the interests of the Company and the
granting of the Whitewash Waiver is also in the interests of the Independent Shareholders. I therefore
recommend that you vote in favour of the resolutions to be proposed at the EGM to approve the Rights
Issue with the Bonus Issue and the Whitewash Waiver.

Yours faithfully,

David Edwin Bussmann
Independent Non-Executive Director
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Set out below is the text of a letter from Platinum to the Independent Non-Executive Director
prepared for inclusion in this circular:

1\, PLATINUM Securities Company Limited
‘ﬂT 22/F., Standard Chartered Bank Building
4 Des Voeux Road Central

Hong Kong

Telephone (852) 2841 7000

Facsimile (852) 2522 2700

10 May 2002

China Strategic Holdings Limited
8/F Paul Y. Centre

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong

To the Independent Non-Executive Director

Dear Sirs,
PROPOSED RIGHTS ISSUE WITH BONUS ISSUE
AND
THE WHITEWASH WAIVER
INTRODUCTION

We refer to the joint announcement (the “Announcement”) made by Hanny Holdings Limited
(*Hanny™), Paul Y. - ITC Construction Holdings Limited (“Paul Y.”) and the Company dated 14 March
2002 in relation to, inter alia, the Rights Issue with Bonus Issue and the Whitewash Wavier.

We have been appointed to act as the independent financial adviser to the Independent Non-
Executive Director to advise on whether the terms of the Rights Issue with Bonus Issue and the Whitewash
Waiver are fair and reasonable so far as the Independent Shareholders are concerned. Details of the
Rights Issue with Bonus Issue and the Whitewash Waiver are contained in the letter from the Board set
out on pages 8 to 22 in the circular of the Company dated 10 May 2002 (the “Circular”) of which this
letter forms part. Terms used in this letter shall have the same meanings as defined in the Circular unless
the context otherwise requires.

In formulating our opinion, we have relied on the information and facts supplied by, the opinions
expressed by and the representations of, the Directors and management of Company concerning the
Group, the Rights Issue with Bonus Issue and the Whitewash Waiver, including those facts, opinions and
representations set out in the Circular. We have assumed that all such information is true and accurate in
all material respects as at the date hereof. The Directors have confirmed that they take full responsibility
for the contents of the Circular.

We have no reason to suspect that such information is inaccurate or that any material facts have
been omitted or withheld from the information supplied or opinions expressed in the Circular. In line
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with normal practice, we have not, however, conducted a verification process on the information supplied
to us, nor have we conducted any independent in-depth investigation into the business and affairs of the
Group. The Directors have confirmed that no material facts have been omitted from the information
supplied to us. We consider that we have reviewed sufficient information to enable us to reach an
informed view and to provide a reasonable basis for our recommendation regarding the Rights Issue with
Bonus Issue and the Whitewash Waiver.

THE INDEPENDENT NON-EXECUTIVE DIRECTOR

The Board has seven Directors including five executive Directors and two non-executive Directors.
The executive Directors are either involved in the daily operation of the Group or appointed by the
Substantial Shareholders. They are, therefore, not considered to be independent for the purpose of the
Rights Issue with Bonus Issue and the Whitewash Waiver. Ms. Choy Hok Man, Constance, a non-
executive Director, is also not considered to be independent for the purpose of the Rights Issue with
Bonus Issue and the Whitewash Waiver as she is a partner of a legal firm which acts as the legal adviser
to the Company in relation to the Rights Issue with Bonus Issue and the Whitewash Waiver. Accordingly,
Mr. David Edwin Bussmann, the other non-executive Director, has been appointed as the Independent
Non-Executive Director to consider and advise the Independent Shareholders in relation to the Rights
Issue with Bonus Issue and the Whitewash Waiver. The terms of the Rights Issue and the reasons for the
Whitewash Waiver have been reviewed by the Independent Non-Executive Director. We have discussed
with the Independent Non-Executive Director in relation to any questions and comments that he has so as
to help ensure that the information received by him, including our letter, are adequate to help him make
his recommendation to the Independent Shareholders.

PRINCIPAL FACTORS AND REASONS CONSIDERED
L Purpose of the Rights Issue

In formulating our recommendation to the Independent Non-Executive Director, we started by first
reviewing the reasons behind the Rights Issue, that is, the need of the funds which led to this fund raising

exercise.

According to the Directors, the net proceeds raised from the Rights Issue are for the following four
purposes:

(a) partial payment of compensation fees payable by the Company for levying the land which is
adjacent to the Beijing Capital Airport under the Cooperative Development Agreement;

(b) lending to its wholly owned subsidiary, China Land Group Limited (“China Land”) for the
renovation, repair and maintenance of its Plaza Canton Hotel;

(¢) funding the operations of a wholly-owned subsidiary, Tung Fong Hung Investment Limited
(*Tung Fong Hung”); and

(d) additional working capital of the Company.
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We further reviewed each of these purposes to help us determine if the intended use of the funds
would be reasonable and commercially needed.

(a) Partial payment of compensation fees for the land adjacent to the Beijing Capital Airport
and the renovation, repair and maintenance of Plaza Canton Hotel

We reviewed these two usages of funds in conjunction as they are both investments in nature.
Our objective is to determine if the investments are in line with the business developments of the
Group. In this respect, we do not attempt to opine on whether the business is a good investment or
not as the Directors managing the businesses of the Group are responsible for the investment
decision when they review the quality of, and the return on, the investments they make.

To help us determine if the two usages of funds are in line with the overall investment
strategy of the Company, we reviewed its major investment activities in the recent years. In September
2000, Paul Y. and Hanny each acquired a substantial existing stake in the Company and became its
major Shareholders. A new Board was subsequently appointed to the Company. As such, we focused
our review on the results of the Group for the two years ended 31 December 2001.

The Company is an investment holding company, through its subsidiary and/or associated
companies, engaging in a wide range of businesses including tire manufacturing, manufacturing
and distribution of Chinese medicine, western pharmaceuticals and health food, property development
and investment, hotel operations, investment in infrastructure projects and securities investments.
The following table shows the Group’s turnover and contribution to operating results by principal
activities for the past two years ended 31 December 2001.
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2001
Contribution
to profit
(loss) from
Turnover operations
(HK$’000) (HK$'000)
Manufacturing
Tires 2,608,862 (128,124)
Heavy industry 115,036 2,583
Consumer goods 189,706 7,180
Electronic products 24,310 {6,998)
Pharmaceutical products 62,071 8,591
2,999,985 (116,768)
Property investment 65,662 (138,553)
Hotel operation 50,518 (18,125)
Newspaper publishing 132,311 (31,663)
Toll road operation - (360,272)
Other activities 76,872 (2,782)
Investment in shares, interest bearing
notes and bank deposits - {129,507
Result on dilution/disposal
of associates/subsidiaries - -
Share of results of associates/subsidiaries
not consolidated - (17,997)
3,325,348 (815,667)
Unallocated corporate expenses (104,018)
Finance costs (81,462)
(Loss) Profit before taxation (1,001,147)
Taxation (5,982)
Minority interests 408,399
(Loss) Profit after taxation 5598,730)
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Profit margin
(%)

2.23
3.78

13.84

2000

Contribution

to profit

(loss) from

Turnover operations
(HK$ 000) (HK$'000)
2,680,155 (35,382)
107,965 (19,572)
209,246 5,467
92,797 (73)
30,241 30,241
3,120,404 (19,319}
19,676 2,743
38,469 (4,191)
9818 (7.626)
58,841 12,993

- (644,133)

- (12,147)
3,247,208 (671,680)
{52,716)

(88,487)

(812,883)

(6,608)

88,809

(730,682)

Profit margin
(%)

2.61

100.00

13.94
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As a holding company making a wide range of investments in different industries, the Company
strives to enhance its portfolio value by making acquisitions and disposals as and when opportunities
arise. In 1999, with the objective to add value to its investment portfolio, the Group successfully
secured Pacific Century Cyberworks Limited as the controlling shareholder of Tricom Holdings
Limited, then a subsidiary of the Group, which engages in telecommunication and information
technology businesses. The subsequent disposal of its investments in Tricom Holdings Limited and
revaluation of its listed investments resulted in a gain to the Group of approximately HK$1,084
million in 1999. A detailed financial information of the Group for the year ended 31 December
1999 is contained in Appendix I to the Circular.

In 2000, with continuing effort to achieve a more diversified and healthier investment portfolio,
the Company undertook a series of corporate exercises to rebalance its investment portfolio. These
corporate exercises included, among other things, the acquisition of a Hong Kong listed Company,
China Land (formerly known as China CyberPort Limited and Po Wing Kwan International
(Holdings) Limited) to foray into property development, toll road operation and hotel operation in
Hong Kong and the PRC.

In September 2000, Paul Y. and Hanny each acquired a substantial existing stake in the
Company and became its major Shareholders. A new Board was subsequently appointed to the
Company. The new management continued to strengthen the Company’s investment portfolio through
acquisitions and disposals. Material transactions included (i) acquisition of an equity interest in a
newspaper publishing operations; (ii) acquisition of an equity interest in Huey Tai International
Limited (subsequently renamed as Sing Pao Media Group Limited), a Hong Kong listed company
principally engaging in property development and investment, and securities dealing and investments,
into which the newspaper publishing operations were injected subsequently; and (iii) disposal of all
of its interest in China Development Corporation Limited, a Hong Kong listed company principally
engaging in construction, foundation and civil engineering, and hiring and repair of vessels
businesses.

In addition to a series of acquisitions and disposals, the new management also revalued some
of the Group’s assets so as to improve the overall quality of the Company’s investment portfolio.
During that year, China Land made substantial provisions in recognition of impairment and
revaluation losses in respect of its property development and investment, hotel operation and toll
road operation and hence contributed to substantial losses to the Group. The newly acquired
businesses by the new management including newspaper publishing were still operating at losses
for the year ended 30 December 2000, the Group recorded a net loss of approximately HK$731
million.

In 2001, the Company continued to rebalance its investment portfolio by making acquisitions
and disposals. Material transactions included disposing of its majority interest in a loss making
newspaper publishing business, reshuffling the Group’s property portfolio by acquiring and selling
properties or interests in properties in Hong Kong and the PRC, and acquiring additional interest in
Tung Fong Hung.
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In the meantime, the Group continued to revalue its assets. The Group’s losses in the year
2001 were reduced to approximately HK$599 million from approximately HK$731 million in the
previous year. The Group’s losses during the year 2001 were mainly attributed to the provisions
made for the revaluation and/or impairment of assets in respect of China Land and operating losses
of its tire manufacturing business, which are discussed in more details in the following paragraphs.

As shown from the table on page 27, the losses contributed by the tire manufacturing business
increased to approximately HK$128 million in year 2001 from approximately HK$35 million in the
previous year. As disclosed in the 2001 annual report of the Company, the substantial increase in
losses from this operation was mainly attributed to the provision made in relation to the devaluation
of the non-performing tire manufacturing factories of the Group, which the Group planned to
dispose of in order to improve the overall profitability of this operation. Setting aside the performance
of the discontinued operations, i.e. those non-performing factories being sold or to be sold in 2001,
and the provision made thereto, the overall performance of this operation showed a slight
improvement. The net loss from continuing operation after tax and minority interest of this business
was reduced to approximately RMB50.3 million in 2001 from approximately RMB58.2 million in
the previous year.

Regarding the performance of China Land, it recorded net losses of approximately HK$583
million and HK$394 million respectively in 2000 and 2001. Its losses in the past two years were
mainly attributed to the provisions made to recognize the impairment and revaluation losses of its
investment and development properties, hotel property and toll road. After making such provisions
in the past two years, the Directors did not anticipate any further provisions for the same in the
coming year, barring unforeseeable circumstances.

The Directors considered that although the above-mentioned provisions had contributed
unsatisfactory results to the Group in the past two years, it could help improve the overall assets
quality and hence achieve a healthier investment portfolio of the Company. The Directors have
indicated that the Group will continue to rebalance and strengthen its investment portfolio for
future growth. The Directors expect that China’s accession to the World Trade Organisation and the
Olympic Games to be held in Beijing in 2008 would have positive impact on the Group’s businesses.
The Directors have indicated that the Group will strengthen the business segments in which the
Group has competitive advantage and at the same time seek and identify other business opportunities
in Hong Kong and the PRC. Therefore, it is reasonable for the Company to expand its land bank
and to upgrade its assets for better revenue generation capabilities. As such, we believe that it is
reasonable for the Company to raise funds for paying the compensation fees for levying land
adjacent to the Beijing Capital Airport for property development and financing its subsidiary to
renovate its Plaza Canton Hotel to attract more revenue. Raising funds to be used for such purposes
is in line with the business development of the Group.

In March 2002, the Company, through its subsidiary, entered into a conditional subscription
agreement to invest in Ananda Wing On Travel (Holdings) Limited, a Hong Kong listed company
engaging in travelling and related businesses. This subscription agreement was completed on 19
April 2002.
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(b) Funding the working capital of Tung Fong Hung

It is not unusual that private companies draw funding from their parent companies for working
capital purposes. Tung Fong Hung was acquired by the Company in November 2001 as a wholly
owned subsidiary and therefore, it is normal that its funding, other than internally generated, will
come from either the Company or from bank financing.

We have reviewed the management accounts of Tung Fong Hung for the nine months ended
31 December 2001 and discussed with the Directors thereof. We noted that this company has
incurred losses during that year and required additional funding of approximately HK$30 million
to fund its investments in enhancing its production capacity. As such, we consider that the borrowing
capability of this company is doubtful from an earnings standpoint and that further bank financing
at reasonable interest rates and terms would be difficult to obtain and a shareholder’s loan to Tung
Fong Hung is probably a more accessible and beneficial form of funding to Tung Fong Hung and
the Group as a whole.

Therefore, we consider it as reasonable for the Company to fund the working capital of Tung
Fong Hung and it is in the interest of the Group and the Shareholders taken as a whole to do so.

(c) Funding the working capital of the Group

We have reviewed the balance sheets of the Company and noted that the cash resources of the
Group were minimal. On the Group’s level, the Group had a negative cash balance (being gross
bank balances and deposits minus short term bank loans and other borrowings) of approximately
HK$93.83 million as at 31 December 2001. On the Company’s level, the Company had a net cash
balance of HK$86.48 million as at 31 December 2001. The Directors confirmed that the proceeds
will not be used to finance the investment in Ananda Wing On Travel (Hong Kong) Limited.

According to our discussion with the Directors, the Company will continue to build, align
and strengthen the investment portfolio of the Company until the portfolio can produce steady
earnings and growth. This will continue to involve acquisitions of quality assets and operations
while underperforming assets and operations will be disposed of. In such acquisitions and disposals,
cash will be needed. Therefore, it is prudent and necessary for the Company to build up a strong
treasury or cash position.

The cost of raising HK$100 million, being the proceeds of the Rights Issue used for purposes
other than general working capital, will not materially be different from raising HK$138.3 million.
The difference will mainly be in the underwriting commission. In the Rights Issue, the underwriting
commission payable is only 1%, much lower than the market rate of 2% to 2.5%, as the Rights
Issue is underwritten by the Substantial Shareholders. Since no extra costs other than the underwriting
commission will be incurred to raise HK$38.3 million more, and that the underwriting commission
in the Rights Issue is lower than usual, it is only reasonable that the Company takes advantage of
the opportunity to raise more cash to strengthen its treasury.

Therefore, given the minimal net cash position of the Group, we consider it reasonable and in
the interest of the Company and its Shareholders taken as a whole, to raise funds as general
working capital for the Group.
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In summary, we consider that this fund raising exercise fair and reasonable and is in the
interest of the Company and the Shareholders, taken as a whole.

Alternatives to the Rights Issue

The Directors have advised us that they have considered other means of fund raising, including
debt financing and share placement but found that the Rights Issue was the best way of fund raising for
the Group.

The Directors are of the view that as the Group is restructuring its investment portfolio, it would be
prudent to avoid debt financing to minimize the overall financial risk to the Group. In addition, the
Directors consider that debt financing would increase the financial costs and indebtedness of the Group
given:

(i) the Group incurred losses of approximately HK$731 million and HK$599 million for the two
consecutive years ended 31 December 2001; and

(it) the Group’s net total liabilities to net tangible assets ratio (being the total liabilities minus
cash position and divided by net tangible asset value of the Group) for the two consecutive
years ended 31 December 2001 was approximately 61.46% and 86.00% respectively.

The Directors consider that placement of shares or warrants would not provide an equal opportunity
for the existing Shareholders to participate in it and would result in dilution of existing Shareholders’
interests. The Rights Issue, however, enables all the Qualifying Shareholders to participate in it, thus
giving them an equal opportunity to participate in the enlargement of the capital base of the Company
and to maintain their proportionate interests in the Company.

Based on the above reasons, we consider it reasonable that the Company has selected the Rights
Issue as the method of fund raising and it is in the interest of the Group and the Shareholders taken as a
whole,

Principal terms of the Rights Issue with Bonus Issue
(a) Subscription price
The subscription price of HK$0.15 per Rights Shares (the “Subscription Price”) represents:
(i)  a discount of approximately 61.53% to the closing price of the Shares of HK$0.39 per
Share quoted on the Stock Exchange at 12:30 p.m. on Friday, 8 March 2002, being the
last trading day before the release of the Announcement (“Last Trading Day”);
(ii) a discount of approximately 62.50% to the average closing price of the Shares of

HK$0.40 per Share quoted on the Stock Exchange for the 10 trading days up to and
including the Last Trading Day;
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(ii1) a discount of approximately 34.78% to the theoretical ex-rights price of HK$0.23 per
Share based on the closing price on the Last Trading Date;

(iv) a discount of approximately 53.13% to the closing price of the Shares of HK$0.32 per
Share quoted on the Stock Exchange on the Latest Practicable Date;

(v) adiscount of approximately 48.28% to the average closing price of HK$0.29 per Share
quoted on the Stock Exchange for the 10 trading days up to and including the Latest
Practicable Date; and

(vi) a discount of approximately 28.57% to the theoretical ex-rights price of HK$0.21 per
Share based on the closing price on the Latest Practicable Date.

To evaluate the fairness and reasonableness of the Subscription Price, we have reviewed the
performance of the closing prices of the Shares relative to that of Hang Seng Index (“HSI”) and All
Ordinaries Index (“HKAOI”) for the 12 months commencing from 1 February 2001 to 28 February
2002 and for the period commencing from 1 March 2002 up to and including the Latest Practicable
Date (“Review Period”).

China Strategic Holdings Limited Vs HSI and HKAOI
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* Rebased to 100 as at | February 2001.

Source: Bloomberg

Note: HKAOI covers all ordinary shares listed on the Stock Exchange including the Shares.
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The following table shows the closing prices and the turnover of the Shares during the
Review Period.

Number of Shares HK$
35,000,000 r 118

30,000,000
25,000,000

20,000,000

408

15,000,000
Subscription Price of 106
10,000,000 HKS$0.15
%J—W——(‘—w 0.4
5,000,000

402

0
0/0

0.

02

02 T

02 I

02
14/02

S 2 2 2 2 8 S 22 2 @ 2 8 88
= & = = = 3 ] B = @ @ &S = = F &£ o=
S 5835335 z328c:53z28z3z238:SS8s55:3ss35¢8z8¢5¢% ‘
g 8888322 55 L8888 8g 22 =zzz=2d3z 3358 S 2 & & & Latest Practicable
Date
[ Volume LHS == Share price RHS

Source: Bloomberg

As illustrated from the above graphs, the price of the Shares generally under-performed the
HSI and HKAOI during the Review Period. In addition, the closing price of the Shares fell from
HK$1.10 per Share on 1 February 2001 to HK$0.39 per Share on the Last Trading Day. The poor
price performance of the Shares suggests that a relatively large discount of the Subscription Price
to the market price of the Shares may be necessary to induce the Qualifying Shareholders to
participate in the Rights Issue.

To further evaluate the fairness and reasonableness of the Subscription Price, we have reviewed
the rights issues of 25 listed companies (excluding the Rights Issue) for the period starting from the
terrorist attack in the US on 11 September 2001 to the Last Trading Day. We consider that it is
sensible to review the rights issue exercises after the terrorist attack in the US because the global
economy and equity market conditions were adversely affected thereafter. Rights issue exercises
announced thereafter would reflect more accurately the then equity market conditions.
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We reviewed the business activities of these 25 listed companies to determine if any of them
are engaged in similar businesses to the Group in order to compare their respective terms of rights
issues with that of the Rights Issue. The principal businesses of the Group include tire manufacturing,
manufacturing, property development and investment, hotel operation, retailing and distribution of
pharmaceutical products and health foods, and investment in infrastructure projects. The businesses
of the 25 listed companies under review, which are engaged in a wide range of businesses including
manufacturing, telecommunication, retailing and distribution, banking and real estate, may not be
directly comparable to the Group. To this end, it may be inappropriate to select any one of these 25
listed companies to compare its terms of rights issues with that of the Rights Issue. As an alternative,
we have evaluated the terms of the Rights Issue in light of its subscription ratio and fund raising
size in the following paragraph.

The subscription ratios of the 25 listed companies’ rights issues under review ranges from
one-for-six to eleven-for-one, with fund raising size ranging from approximately HK$7.3 million to
approximately HK$726.7 million. We have selected the rights issues of five listed companies,
namely, e-Kong Group Limited, Digital World Holdings Limited, Pricerite Group Limited, Renren
Holdings Limited and Wang On Group Limited (“Reference Companies”) to compare their terms
with that of the Rights Issue. The subscription ratios of the rights issues of the Reference Companies
were at least two-for-one with a fund raising size of not less than HK$100 million, being from
approximately HK$109 million to approximately HK$197 million. As regarding the discount of the
rights issue price to the theoretical ex-rights price, these five Reference Companies demonstrate
discounts of the rights issue price to theoretical ex-rights price of approximately 18.73%, 31.81%,
40.00%, 46.67% and 66.10% respectively. The discount of the Subscription Price to the theoretical
ex-rights price of the Shares of approximately 34.80% lies within the discount range as illustrated
above. In this regard, we consider that the Subscription Price is fair and reasonable.

(b) Bonus Issue

As set out in the letter from the Board in the Circular, the Bonus Issue is available to the
Qualifying Shareholders who subscribe for the Rights Shares. The initial subscription price under
the Bonus Warrants of HK$0.17 per Share represents a discount of approximately 56.41% to the
closing price of HK$0.39 per Share on the Last Trading Day and a discount of approximately
26.10% to the theoretical ex-rights price of HK$0.23 per Share on the Last Trading Day. The
Directors consider that the initial subscription price of the Bonus Warrants gives an attractive
opportunity to the Qualifying Shareholders who take up the Rights Shares to participate in the
future growth of the Group. We consider that the Bonus Issue is a sensible arrangement for the
Rights Issue because: (i) it acts as a sweetener to encourage the Qualifying Shareholders to participate
in the Rights Issue without further deepening the discount of the Subscription Price to the then
market price of the Shares; and (ii) it does not have an immediate dilution effect to the Shareholders.
Therefore, we consider that the Bonus Issue is fair and reasonable in so far as the interest of the
Shareholders are concerned.

(¢c) Underwriting arrangement

Under the Rights Issue, there will be not less than 921,957,884 Rights Shares available for
subscription by the Qualifying Shareholders. Each of the Substantial Shareholders has undertaken
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to subscribe for their provisional entitlements in full, amounting to 321,760,000 Rights Shares each
and has agreed to underwrite the balance of the Rights Shares in equal shares, amounting to not
less than 600,197,884 Rights Shares in aggregate, subject to fulfillment of the conditions set out in
each of their respective Underwriting Agreements. In the event that the Substantial Shareholders
are called upon to take up their obligations under their respective Underwriting Agreements in full,
the Substantial Shareholders’ aggregate holding in the issued share capital of the Company as
enlarged by the Rights issue would be increased to approximately 78.30% assuming no Share
Options are exercised before the Record Date.

We consider that a substantial shareholder of a company underwriting a rights issue is not
uncommon in the marketplace. In our review of the rights issues of 25 listed companies, 12
companies invited their respective major shareholders to underwrite all or part of the rights issue.
In addition, pursuant to the Underwriting Agreements, the Company will pay each of the Substantial
Shareholders a commission of 1% of the total Subscription Price underwritten by them rather than
the usual market rate of 2%-2.5%. This would help the Company save fund raising expenses. Given
the above reasons, we consider that the underwriting arrangement with the Substantial Shareholders
is fair and reasonable.

Dilution effect of the Rights Issue

Qualifying Shareholders who do not subscribe for their entitlements under the Rights Issue will
have their shareholding diluted by approximately 66.67%, assuming no Share Options are duly exercised
before the Record Date.

Having said that the Rights Issue has a potential dilution effect on the percentage shareholding of
the Qualifying Shareholders in the Company, we consider such potential dilution effect is not prejudicial
to the Qualifying Shareholders given that: (i) if they decide not to take up all or part of their entitlements,
they could dispose of their entitlements, subject to market conditions, and receive a cash consideration;
(ii) if they decide to maintain their percentage shareholdings in the Company, they could subscribe for
their entitlements under the Rights Issue; and (iii) if they decide to further increase their percentage
shareholdings in the Company, they could either acquire additional nil-paid Rights Shares in order to
enable them to subscribe for the Rights Shares or apply for excess Rights Shares on the excess application
forms and the Directors will allocate the excess Rights Shares at their sole discretion on a fair and
reasonable basis. We consider such arrangements are fair and reasonable and in the interest of the
Shareholders as they could cater for different objectives of the Qualifying Shareholders and are in line
with the current market practice.

Financial effects of the Rights Issue

Upon completion of the Rights Issue, the net tangible assets of the Group will be increased by the
amount of the net proceeds of the Rights Issue of approximately HK$135 million, amounting to
approximately HK$2,323 million. In the meantime, the net tangible asset value per Share will be diluted
from approximately HK$4.75 per Share to approximately HK$1.68 per Share, representing a dilution of
approximately 64.63%.

If the Rights Issue is approved at the EGM and the Independent Shareholders do not choose to
participate in it, they will suffer from such dilution in the net tangible asset value per Share. Nevertheless,
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Independent Shareholders should note that in a fund raising exercise by issuing new shares of a listed
company which is operating on a going concern basis, the market price is a more relevant factor than the
net tangible asset value per share of such company in determining the pricing of the relevant issue. Given
the closing price of the Shares on the Last Trading Date was HK$0.39 per Share, representing a discount
of approximately 91.80% to the net tangible asset value of HK$4.75 per Share as at 31 December 2001,
the dilution effect on those Independent Shareholders who do not participate in the Rights Issue is
inevitable if the Rights Issue proceeds. We have reviewed the dilution effect of the rights issues of the
Reference Companies on their respective net tangible asset value per share and noted that their respective
percentage dilution on net tangible asset value per share were approximately 37.72%, 54.17%, 65.70%,
78.75% and 87.89% respectively. The percentage dilution of approximately 64.63% as demonstrated by
the Rights Issue lies within the above range.

The Subscription Price represents a discount of approximately 96.84% to the net tangible asset
value of HK$4.75 per Share or a discount of approximately 91.07% to the pro forma unaudited adjusted
consolidated net tangible asset value of HK$1.68 per Share. Such discount of approximately 91.07% was
the deepest one as compared to the corresponding discounts of approximately 29.58%, 36.51%, 41.18%,
61.36% and 65.12% respectively as represented by the rights issues of the five Reference Companies. In
this regard, the Rights Issue offers a better term for the Shareholders to participate in and hence is in the
interest of the Shareholders.

Maintaining listing of the Company

It is stated in the Circular that the Substantial Shareholders intend to maintain the listing of the
Shares on the Stock Exchange upon completion of the Rights Issue. Accordingly, the Company, the
Substantial Shareholders and their respective directors have jointly and severally undertaken to the Stock
Exchange that the Company and the Substantial Shareholders will take appropriate steps, to ensure not
less than 25% of the issued Shares being held by the public at all times in compliance with the minimum
public float requirement of the Listing Rules. It is our view that maintaining the listing of the Shares on
the Stock Exchange is in the interest of the Company and the Shareholders taken as a whole as it
provides an established market for the Sharcholders who may consider disposing their Shares in the
future.

II. WHITEWASH WAIVER

Under the underwriting arrangement of the Rights Issue, each of the Substantial Shareholders has
irrevocably undertaken to subscribe for their respectively provisional entitlements in full and has each
agreed to underwrite in equal shares the balance of the Rights Shares. In the event that the Substantial
Shareholders are called upon to take up their obligations under their respective Underwriting Agreements
in full, the Substantial Shareholders’ aggregate holding in the issued share capital of the Company as
enlarged by the Rights issue would be increased to approximately 78.30% assuming no Share Options are
exercised before the Record Date. Under Rule 26 of the Takeovers Code, the Substantial Shareholders
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and parties acting in concert with them would be obligated to make a general offer to purchase all the
Shares other than those already held by them unless otherwise waived by the Executive subject to an
approval by the Independent Shareholders, with the vote taken on a poll, at the EGM. The Substantial
Shareholders have made an application to the Executive for the Whitewash Waiver and the Executive has
indicated that it will be granted, subject to the approval by the Independent Shareholders.

The grant of the Whitewash Waiver is directly tied to whether the Rights Issue with Bonus Issue
can proceed or not as the granting and approval of the Whitewash Waiver has been made a condition
precedent to the Rights Issue with Bonus Issue. That is, if the Whitewash Waiver is not granted by the
Executive and approved by the Independent Shareholders, the Rights Issue with Bonus Issue will not
proceed. As such, we consider that the Whitewash Waiver is justifiable in order to allow the Rights Issue
with Bonus Issue proceed.

RECOMMENDATION
Having considered the above reasons, in particular that:

- the discount of the Subscription Price to the theoretical ex-rights price of the Shares lies
within the discount range as illustrated by the rights issues of the Reference Companies;

- the discount of the Subscription Price to the pro forma adjusted consolidated net tangible
assets of the Group is the deepest one as compared to the corresponding discounts as illustrated
by the rights issues of the Relevant Companies, thereby giving a more attractive opportunity
for the Independent Shareholders to participate in the Rights Issue;

- the use of proceeds of the Rights Issue is consistent with the Group’s strategy of rebalancing
its investment portfolio and focusing on strengthening investments with a strong potential for
future growth;

- the Bonus Issue gives an attractive opportunity to the Qualifying Shareholders to participate
in the Rights Issue without further deepening the discount of the Subscription Price to the
then market price of the Share; and

~ other financing means would either, in the case of a debt financing, deepen the financial
burden of the Group or, in the case of an equity financing by way of share placement, would
not provide an opportunity to all Qualifying Shareholders to participate in the fund raising
exercise of the Group,

we consider that the terms of the Rights Issue are fair and reasonable so far as the interest of the
Independent Shareholders are concerned and that the Rights Issue with Bonus Issue is in the
interests of the Company. The Whitewash Waiver is a condition precedent to the Rights Issue. If
the Whitewash Waiver is not approved, the Rights Issue will not proceed. Therefore, we consider

~37—




LETTER FROM PLATINUM

that the granting of the Whitewash Waiver is fair and reasonable. Based on the above reasons, we
recommend the Independent Non-Executive Director to recommend the Independent Shareholders
to vote in favour of the resolutions to approve the Rights Issue with Bonus Issue and the Whitewash
at the EGM.

Yours faithfully,

For and on behalf of
Platinum Securities Company Limited
Jeny Lau
Managing Director
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SHARE CAPITAL

The authorised and issued share capital of the Company following completion of the Rights Issue
(assuming no Share Options are duly exercised before the Record Date) will be as follows:

HKS$

Authorised: (Nominal Value)

8,000,000,000  Shares 800,000,000

HK$

Issued (and paid up) and to be issued: {(Nominal Value)

460,978,942  Shares as at the Latest Practicable Date 46,097,894
921,957,884  Shares to be issued pursuant to the Rights Issue
(assuming no Share Options are duly exercised

before the Record Date) 92,195,788

1,382,936,826 138,293,683

All the Shares currently in issue rank pari passu in all respects with each other, including dividends,
voting rights and capital. No shares have been issued since 31 December 2001 (the date to which the
latest audited financial statements of the Group were made up) to the Latest Practicable Date.

SHARE OPTIONS

As at the Latest Practicable Date, the Company had outstanding Share Options to subscribe for an
aggregate of 376,750 Shares, which are held by the employees of the Company,

Details of the Share Options are as follows:

Number of

outstanding

Exercise Price Shares under

Exercisable Period Date of Grant per Share Share Options
(HK$)

21.7.1998 t0 20.7.2002 21/7/1997 6.060 36,750

12.01.2000 to 11.01.2005 12/1/2000 3.440 50,000

14.02.2000 to 13.02.2005 14/2/2000 4.050 290,000

376,750

The issuance of the Rights Shares will cause an adjustment to each of the exercise prices and the
number of Shares to be issued under the Share Options. The Company has engaged its auditors to review
and certify the accuracy of calculation basis of such adjustments.

Save as disclosed above, the Company has no other outstanding convertible securities, warrants,
options, founder or management or deferred shares and derivatives in respect of the Shares.
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FINANCIAL INFORMATION

The following information are extracted from the audited financial statements of the Company in

its annual report for the financial year ended 31st December, 2001.

CONSOLIDATED INCOME STATEMENT
For the year ended 31st December, 2001

2001 2000 1999
NOTES HK$’000 HKS$'000 HK$'000
Turnover 4 3,234,404 3,158,058 3,750,224
Cost of sales (2,971,785) (2,766,813) (3,162,390)
Gross profit 262,619 391,245 587,834
Other revenue o 168,178 210,373 1,617,395
Distribution costs (179,879) (161,656) (187,377)
Administrative expenses (242,744) (282,226) (389,183)
Other expenses 7 (909,862) (869,985) (370,619)
Restructuring costs - - (41,859)
(Loss) profit from operations 8 (901,688) (712,249) 1,216,195
Finance costs 10 (81,462) (88,487) (96,938)
Share of results of associates (17,997) (12,147) (12,993)
Share of results of a subsidiary
not consolidated - - (12,623)
(Loss) profit before taxation (1,001,147) (812,883) 1,093,641
Taxation 11 (5,982) (6,608) (5,396)
(Loss) profit before minority interests (1,007,129) (819,491 1,088,245
Minority interests 408,399 88,809 (40,649)
Net (loss) profit for the year (598,730} (730,682) 1,047,596
Dividend 12 - 46,098 -
(Loss) earnings per share
Basic 13 HKS$(1.30) HK$(1.59) HK$2.34
Diluted N/A N/A HK$2.33
Dividend per share 12 NIL HK$0.01 NIL
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CONSOLIDATED BALANCE SHEET
At 31st December, 2001

Non-Current Assets
Investment properties
Property, plant and equipment
Properties under/held for development

Payment for acquisition of land development right

Intangible asset

Goodwill

Interest in associates
Receivables — due after one year
Investments in securities

Loans to minority shareholders

Current Assets
Properties held for sale
Inventories
Trade debtors
Receivables — due within one year
Receivables due from associates

Other receivables, deposits and prepayments

Advances to contractors

Income and other tax recoverable
Investments in securities

Bank balances and cash

Pledged bank deposits

Current Liabilities
Creditors and accrued charges
Other payables
Payables due to related companies
Payables due to associates
Income and other taxes payable
Bank loans and other borrowings

Net Current Assets
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NOTES

14
15
16
17
18
19
21
22
23
24

25
26
27
22
21

23

28

29
21

34

2001 2000
HK$°000 HKS$'000
49,341 71,818
2,452,199 2,734,587
137,000 157,401
2,727 -

- 107,208

32,708 -
176,268 115,752
302,439 18,995
473,408 757,197
26,765 28,074
3,652,855 3,991,032
32,881 31,081
790,288 869,333
481,024 667,817
107,195 50,217
13,517 5,323
298,722 367,624
9,439 184,443

208 85
40,000 67.800
744,927 885,228
83,520 612,351
2,601,721 3,741,302
431,885 674,566
563,821 415,130
36,492 -
9,625 -
32,871 43,531
922,272 1,351,545
1,996,966 2,484,772
604,755 1,256,530
4,257,610 5,247,562
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2001 2000
NOTES HK$°000 HK$°000
Capital and Reserves
Share capital 30 46,098 460,979
Reserves 32 2,174,692 2,388,875
2,220,790 2,849,854
Minority Interests 1,323,582 1,699,376
Non-Current Liabilities
Bank loans and other borrowings
— due after one year 34 593,121 595,213
Deposits received 35 76,638 76,638
Loans from minority shareholders 24 43,479 26,481
713,238 698,332
4,257,610 5,247,562

42 —




APPENDIX 1

FINANCIAL INFORMATION

BALANCE SHEET
At 31st December, 2001

Non-Current Assets
Property, plant and equipment
Payment for acquisition of land development right
Investments in subsidiaries
Receivables due from subsidiaries
Interest in associates
Receivables — due after one year
Investments in securities

Current Assets
Receivables due from associates
Receivables — due within one year
Other receivables, deposits and prepayments
Bank balances and cash

Current Liabilities
Creditors and accrued charges
Payables due to related companies
Bank loans and other borrowings

Net Current Assets

Capital and Reserves
Share capital
Reserves

Non-Current Liabilities
Bank loans and other borrowings
Payables due to subsidiaries
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NOTES

15
17
20
20
21
22
23

21
22

29
34

30
32

34
20

2001 2000
HK$’000 HK$’000
8,722 8,660
2,727 -
329,186 328,189
1,515,455 2,179,911
2 2

25,246 26,480
19,517 19,517
1,900,855 2,562,759
473 1,083
16,239 4,673
2,687 6,595
106,491 217,237
125,890 229,588
2,674 3,101
1,073 -
20,011 8,798
23,758 11,899
102,132 217,689
2,002,987 2,780,448
46,098 460,979
1,246,936 1,453,360
1,293,034 1,914,339
35 -
709,918 866,109
2,002,987 2,780,448
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CONSOLIDATED STATEMENT OF RECOGNISED GAINS AND LOSSES
For the year ended 31st December, 2001

2001 2000
HK$°000 HK$000
Exchange differences arising on translation of
operations outside Hong Kong (7,277 (1,223)
Share of reserves of associates
Goodwill reserve ~ (12,097)
Exchange reserve (72) (7,317)
Non-distributable reserve - 2,204
(7,349) (18,433)
Net loss for the year (598,730) (730,682)
Total recognised losses (606,079) (749,115)
Negative goodwill arising on acquisition
of interests in subsidiaries and associates ~ 157,581
(606,079) (591,534)
Effect of change in accounting policy on adoption of the
revised Statement of Standard Accounting
Practice 9 — “Events after the Balance Sheet Date”
— Increase in retained profits as at 1st January, 2000 - 46,098
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CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31st December, 2001

NET CASH INFLOW FROM OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE
Interest paid
Dividends paid to minority shareholders of subsidiaries
Dividend paid
Interest received
Dividends received from investments

NET CASH OUTFLOW FROM RETURNS ON
INVESTMENTS AND SERVICING OF FINANCE

TAXATION
Tax paid in other jurisdictions
Refund of tax received in other jurisdictions

NET CASH OUTFLOW FOR TAXATION

INVESTING ACTIVITIES

Decrease (increase) in pledged bank deposits

Proceeds from disposal of investments in securities

Repayment from receivables

Proceeds from disposal/dilution of subsidiaries/
business (net of cash and cash equivalents disposed of)

Proceeds from disposal of investment properties

Capital repatriation from an associate

Repayment from associates

Proceeds from disposal of property, plant and equipment

Repayment from minority shareholders

Advance to receivables

Purchase of subsidiaries/business (net of cash and cash
equivalents acquired)

Purchase of property, plant and equipment

Purchase of investments in securities

Investment in associates

Advance to associates

Costs incurred for properties under/held
for development

Payment for acquisition of land development right

Purchase of additional interest in subsidiaries

NET CASH OUTFLOW FROM INVESTING ACTIVITIES

NET CASH INFLOW (OUTFLOW)
BEFORE FINANCING ACTIVITIES
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2001 2000

NOTES  HKS$'000  HK$'000
36 85,876 157,342
(121,235)  (116,488)

(4,124) (23,140)
- (46,098)

71,725 114,714

5,509 6,509

(48,125) (64,503)
(8,953) (7,213)

6 1,213
(8,947) (6,000)
528,831 (612,351)

400,960 1,084,136

389,990 69,067

37 283,806 46,496
14,450 -

9,366 -

- 177

5,818 25,873

1,309 -

(670,140) (50,000)
38 (354,450)  (526,312)
(279,977)  (211,517)

(282,802)  (1,430,640)

(44,100) (48,541)

(17,560) -
(8.392) (26,541)

(2,727) -

- (6,667)

(25,618) (1,686,820)

3,186 (1,599,981)
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2001 2000
NOTES HK$°000 HK$'000
FINANCING ACTIVITIES 39
New bank loans and other borrowings raised 1,183,688 1,509,767
Advance from related companies 53,409 -
Contribution from minority shareholders 42,602 15,348
Advance from associates 9,625 -
Repayment of bank loans and other borrowings (1,393,529) (1,243,438)
Repayment to related companies (16,917) -
Repayment of obligations under hire purchase contracts (9) -
Proceeds from issue of shares, net of expenses — 45,530
NET CASH (OUTFLOW) INFLOW FROM
FINANCING ACTIVITIES (121,131) 327,207
DECREASE IN CASH AND CASH EQUIVALENTS (117,945) (1,272,774)
CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE YEAR 873,326 2,146,420
EFFECT OF FOREIGN EXCHANGE
RATE CHANGES (10,454) (320)
CASH AND CASH EQUIVALENTS AT
THE END OF THE YEAR 744,927 873,326
ANALYSIS OF THE BALANCES OF
CASH AND CASH EQUIVALENTS
Bank balances and cash 744,927 885,228
Bank overdrafts - (11,902)
744,927 873,326
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NOTES TO THE FINANCIAL STATEMENTS
1. GENERAL

The Company is a public limited company incorporated in Hong Kong with its shares listed on The Stock Exchange
of Hong Kong Limited (the “Hong Kong Stock Exchange”).

The Company is an investment holding company. The activities of its principal subsidiaries and associates are set
out in note 20 and 21.

2. ADOPTION OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE

During the year, the Group has adopted for the first time a number of new and revised Statements of Standard
Accounting Practice (“SSAPs”) issued by the Hong Kong Society of Accountants. Adoption of these new and
revised SSAPs had no significant effect on the financial statements for the current or prior year except that in
accordance with SSAP 9 (Revised) “Events after the Balance Sheet Date”, dividends proposed or declared after the
balance sheet date are not recognised as a liability at the balance sheet date, but are disclosed as a separate
component in the notes to the financial statements. This change in accounting policy has been applied retrospectively,
resulting in a prior period adjustment which increased the retained profits of the Group and the Company respectively,
as at 1st January, 2000 by HK$46,098,000. The revised accounting policies are set out in note 3. In addition, the
new and revised SSAPs have introduced additional and revised disclosure requirements which have been adopted in
these financial statements. Comparative amounts for the prior year have been restated in order to achieve a
consistent presentation.

3. SICNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention as modified for the valuation of
investment properties, hotel property and investments in securities.

The financial statements have been prepared in accordance with accounting principals generally accepted in Hong
Kong. The principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries
made up to 31st December each year.

The results of subsidiaries and associates which are acquired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the
fair value of the identifiable assets and liabilities of a subsidiary or an associate at the date of acquisition.

In the current year, the Group has adopted SSAP 30 “Business Combinations” and has elected not to restate
goodwill previously eliminated against reserves. Accordingly, goodwill arising on acquisition prior to tst January,
2001 continues to be held in reserves, and will be charged to the income statement at the time of disposal of the
relevant subsidiary or associate or at such time as the goodwill is determined to be impaired.

Goodwill arising on acquisition after 1st January, 2001 is capitalised and amortised on a straight line basis over its
useful economic life. Goodwill arising on the acquisition of an associate is included within the carrying amount of

the associate. Goodwill arising on the acquisition of subsidiaries is presented separately in the balance sheet.

On disposal of a subsidiary or an associate, the attributable amount of unamortised goodwill/goodwill previously
eliminated against reserve is included in the determination of the profit or loss on disposal.

Negative goodwill

Negative goodwill represents the excess of the Group’s interest in the fair value of the identifiable assets and
liabilities of a subsidiary or an associate at the date of acquisition over the cost of acquisition.
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In the current year, the Group has adopted SSAP 30 “Business Combinations” and has elected not to restate
negative goodwill previously credited to reserves. Accordingly, negative goodwill arising on acquisition prior to 1st
January, 2001 continues to be held in reserves and will be credited to income at the time of disposal of the relevant
subsidiary or associate.

Negative goodwill arising on acquisition after 1st January, 2001 is presented as deduction from assets and will be
released to income based on an analysis of the circumstances from which the balance resulted.

To the extent that the negative goodwill is attributable to losses or expenses anticipated at the date of acquisition, it
is released to income in the period in which those losses or expenses arise. The remaining negative goodwill is
recognised as income on a straight line basis over the remaining average useful life of the identifiable acquired
depreciable assets. To the extent that such negative goodwill exceeds the aggregate fair value of the acquired
identifiable non-monetary assets, it is recognised in income immediately.

Negative goodwill arising on the acquisition of an associate is deducted from the carrying value of that associate.
Negative goodwill arising on the acquisition of subsidiaries is presented separately in the balance sheet as a
deduction from assets.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified impairment loss.
Investments in associates

The consolidated income statement includes the Group's share of the post-acquisition results of its associates for
the year. In the consolidated balance sheet, interest in associates is stated at the Group’s share of the net assets of
the associates less any identified impairment loss. i

The results of the associates are accounted for by the Company on the basis of dividends received and receivable
during the year. Investments in associates are included in the Company’s balance sheet at cost as reduced by any
identified impairment loss.

Intangible asset

Intangible asset is stated at cost less amortisation and any identified impairment loss. The cost of the intangible
asset is amortised over the estimated useful life on a straight line basis.

Recognition of revenue

Revenue of the Group for the year is recognised on the following bases:

Sales of goods is recognised when goods are delivered and title has been.passed to the customers.

Hotel revenue from rooms and other ancillary services are recognised when the services are rendered.

Income from sale of completed properties is recognised on the execution of a binding sale and purchase agreement.

Dividend income from investments in securities is recognised when the sharcholders’ rights to receive payment
have been established.

Interest income is accrued on a time basis by reference to the principal outstanding and at the interest rate
applicable.

Income from sale of newspaper is recognised when the newspapers are delivered.
Income from advertisement in newspaper is recognised when the relevant advertisement is published.

Rental income, including rental invoiced in advance from properties under operating leases, is recognised on a
straight line basis over the period of the respective leases.
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Impairment of assets

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If the recoverable
amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. Impairment loss is recognised as expenses immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised for the asset in prior years. A reversal of
an impairment loss is recognised as income immediately.

Investment properties

Investment properties are completed properties which are held for their investment potential, any rental income
being negotiated at arm’s length.

Investment properties are stated at open market value based on professional valuation at the balance sheet date.
Any revaluation increase or decrease arising on the revaluation of investment properties is credited or charged to
the investment property revaluation reserve unless the balance on this reserve is insufficient to cover a revaluation
decrease, in which case the excess of the revaluation decrease over the balance on the investment property revaluation
reserve is charged to the income statement. Where a decrease has previously been charged to the income statement
and a revaluation increase subsequently arises, this increase is credited to the income statement to the extent of the
decrease previously charged.

On disposal of an investment property, the balance on the investment property revaluation reserve attributable to
the disposed property is transferred to the income statement.

No depreciation or amortisation is provided on investment properties except where the unexpired term, including
the renewal period, of the relevant lease is twenty years or less.

Property, plant and equipment
Properties under construction, toll highway and construction in progress

Properties under construction, toll highway and construction in progress are stated at cost, which includes land cost
and the related construction cost and borrowing costs capitalised in accordance with the Group’s accounting
policies, less accumulated impairment losses. No depreciation or amortisation is provided on properties under
construction, toll highway and construction in progress until the construction is completed and the properties,
assets or toll highway are ready for use.

Hotel property

Hotel property (including interests in land and building and its integral fixed plant) is stated at their open market
value based on professional valuation at the balance sheet date. Any surplus or deficit arising from the same asset
on the revaluation of the hotel property is credited or charged to the revaluation reserve of the same asset unless the
balance on this reserve is insufficient to cover a deficit, in which case the excess of the deficit over the balance on
the asset revaluation reserve is charged to the income statement. Where a deficit has previously been charged to the
income statement and a revaluation surplus subsequently arises, this surplus is credited to the income statement to
the extent of the deficit previously charged.

No depreciation is provided on hotel property or on its integral fixed plant. It is the Group’s policy to maintain
these asset in a continual state of sound repair and maintenance and to extend and make improvements thereto from
time to time, and accordingly the directors consider that given the estimated life of this asset and its high residual
value, any depreciation would be insignificant.

Other property, plant and equipment

Property, plant and equipment, other than properties under construction, toll highway, construction in progress and
hotel property, is stated at cost less depreciation and accumulated impairment losses.

The gain or loss arising from disposal or retirement of an asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is recognised in the income statement.
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Depreciation is provided to write off the other items of the property, plant and equipment over their estimated
useful lives and after taking into account their estimated residual value, using the straight line method, at the
following rates per annum:

Leasehold land and land use rights Over the term of the lease or land use rights

Buildings 2% or the term of the lease or land use
rights, if shorter

Furniture and fixtures 10% - 25%

Machinery and equipment 10% — 20%

Motor vehicles 12.5% - 25%

Assets held under hire purchase contracts are depreciated over their estimated useful lives on the same basis as
assets owned by the Group.

Properties under/held for development

Properties under/held for development where no decision has yet been taken to re-sell or hold for long term
purposes are stated at cost less accumulated impairment losses. No depreciation and amortisation is provided on
properties under/held for development until the construction is completed and the properties are ready for their

intended use.

Costs comprise land cost, construction costs, borrowing costs capitalised in accordance with the Group’s accounting
policy and other direct costs attributable to the properties under/held for development.

Properties held for sale

Properties held for sale are stated at the lower of cost and net realisable value. Cost comprises all costs of purchase.
Net realisable value is calculated at the actual or estimated selling price less related costs of marketing and selling.

Operating leases

Rentals payable in respect of operating leases are charged to the income statement on a straight line basis over the
relevant lease term.

Investments in securities
Investments in securities are recognised on a trade date basis and are initially measured at cost.

Investment securities, which are securities held for an identified long-term strategic purpose, are measured at
subsequent reporting dates at cost, as reduced by any impairment loss that is other than temporary.

Other investments are measured at fair value, with unrealised gains and losses included in net profit or loss for the
period.

Capitalisation of borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset, which are
assets that necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as
part of the cost of that asset. Capitalisation of such borrowing costs ceases when the assets are substantially ready
for their intended use or sale. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as expenses in the period in which they are incurred.
Assets held under hire purchase contracts

Assets held under hire purchase contracts are capitalised at their fair value at the date of acquisition. The
corresponding liability to the hirer, net of interest charges, is included in the balance sheet as a hire purchase
obligation. Finance costs, which represent the difference between the total commitments and the outstanding
principal amount at the inception of the hire purchase contracts, are charged to the income statement over the
period of the relevant contracts so as to produce a constant periodic rate of charge on the remaining balances of the
obligation for each accounting period.
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Inventories

Inventories are stated at the lower of cost and net realisable value. Cost, which comprises all costs of purchase and,
where applicable, costs of conversion and other costs that have been incurred in bringing the inventories to their
present location and condition, is calculated using the weighted average cost method. Net realisable value represents
the estimated selling price in the ordinary course of business less the estimated costs of completion and the
estimated costs necessary to make the sale.

Foreign currencies

Transactions in foreign currencies are translated at the rates ruling on the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies are re-translated at the rates ruling on the balance sheet date.
Profits and losses arising on exchange are dealt with in the income statement.

On consolidation, the financial statements of the subsidiaries and associates which are denominated in currencies
other than Hong Kong dollar are translated at the rates ruling on the balance sheet date. All exchange differences
arising on consolidation are dealt with in reserves.

Pension/Retirement benefit scheme

The pension costs/retirement benefit scheme contributions relating to the defined contribution scheme/mandatory
provident fund scheme charged to the income statement represents contributions payable to the schemes by the
Group at rates specified in the rules of the schemes. The amount of contributions payable to previous schemes in
jurisdictions other than Hong Kong are charged to the income statement.

Taxation

The charge for taxation is based on the results for the year as adjusted for items which are non-assessable or
disallowed. Timing differences arise from the recognition for tax purposes of certain items of income and expense
in a different accounting period from that in which they are recognised in the financial statements. The tax effect of
timing differences, computed using the liability method, is recognised as deferred taxation in the financial statements
to the extent that it is probable that a liability or an asset will crystallise in the foreseeable future.

4. TURNOVER

2001 2000

HKS$’000 HK$’000

Sales of goods, net of returns and sales taxes 2,986,793 3,091,851
Publication of newspaper 132,311 9,818
Sales of properties 58,800 12,500
Hotel operation 50,518 38,469
Rental income 5,982 5,420
3,234,404 3,158,058

The Group carries out its activities primarily in the People’s Republic of China (“PRC”) including Hong Kong,
details of the analysis of the Group’s turnover and contribution to results from operations by principal business
segment and geographical market are set out in note 5.

5. SEGMENTAL INFORMATION

Business segments

For management purposes, the Group is currently organised into the following divisions. These divisions are the
basis on which the Group reports its primary segment information.
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An analysis of the Group’s turnover and contribution to operating results and segmental assets and liabilities by
business segments 1s as follows:
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Note:

In December 2001, the Group’s interest in Actiwater Resources Limited (*Actiwater”), which is mainly engaged in
newspaper publishing, was disposed of to Sing Pao Media Group Limited (“Sing Pao Media”, formerly
STAREASTnet.com Corporation). The gain on disposal of Actiwater was approximately HK$93,806,000.

Upon the completion of the disposal, the Group held approximately 27.97% interest in Sing Pao Media and the
business segment of newspaper publishing was regarded as discontinued operation in 2001.

Geographical Segments

The following provides an analysis of the Group’s turnover by geographic market, irrespective of the origin of the

goods/services:

PRC, other than Hong Kong ’
Hong Kong
Overseas

Finance costs
Share of results of associates

Loss before taxation

Contribution to

Turnover loss from operations
2001 2000 2001 2000
HK$'000 HK$'000 HK3'000 HK$'000
3,006,346 3,144,185 (168,095) (55,713)
228,058 13,873 (673,894) (647,819)
- - (59.699) (8,717)
3,234,404 3,158,058 (901,688) (712,249)
(81.462) (88.,487)
(17,997) (12,147)
(1,001,147) (812,883)

The following is an analysis of the carrying amount of segment assets, and capital additions analysed by the

geographical area in which the assets are located:

PRC. other than Hong Kong
Hong Kong
Overseas

_54

Carrying amount

of segment assets Capital additions

2001 2000 2001 2000
HKS$000 HKS 000 HKS$'000 HK$'000
4,799,836 5,554,164 676,251 1,937,167
1,052,700 1,614,158 14,087 110,660

402,040 564,012 - -
6,254,576 7,732,334 690,338 2,047,827
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6.

OTHER REVENUE

2001 2000
HK$’000 HK3$'000
Net gain on disposal/dilution/of interest in subsidiaries/business (note a) 26,057 16,892
Add: Goodwill previously credited to reserves Exchange reserve realised 650 691
Non-distributable reserves realised 11,078 3,151
63,047 24,692
Gain on disposal/dilution of interest in associates (note b) - 15,436
Add/(Less): Goodwill previously written off against reserves - (3,751)
Exchange reserve realised - 2,735
Non-distributable reserves realised - 557
- 14,977
Interest income 71,725 114,714
Dividend income from listed investments 5,509 6,509
Write-back of allowance for bad debts 10,390 9,754
Others 17,507 39,727
168,178 210,373

Notes:
(a) The net gain on disposal/dilution of interest in subsidiaries/business in 2001 comprises (i) the gain on

(&)

disposal of the Group’s interest in Actiwater of approximately HK$93,806,000; disposal of Gold Brilliant
Limited of approximately HK$3,309,000 and disposal of other subsidiaries of HK$16,035,000 and (ii) the
net loss on disposal of the Group's interest in Dalian C.S.I. Metal Containers Co., Ltd of approximately
HK$8,812,000; Ningbo Zhonghua Electronics Co., Ltd of approximately HK$255,000; dilution of the Group’s
interest in China Land Group Limited (“China Land™) of approximately HK$30,038,000 and the loss on
disposal of certain business in Double Happiness Tyre Industries Corporation Limited of approximately
HK$10,998,000.

The net gain on disposal/dilution/partial disposal of the interest in subsidiaries in 2000 comprised (i) the net
gain on disposal of the Group’s interest in China Estate (Holdings) Limited of HK$12,444,000; Yantai
C.S.1. Pharmaceutical Company Limited of HK$30,241,000; and partial disposal of other subsidiaries of
HK$5,036,000; and (ii) the net loss on disposal of the Group's interest in Wuxi C.S.1. Mechanical and
Electrical Equipment Company Limited of HK$5,673,000 and Ningbo C.S.I. Power & Machinery Group
Company Limited of HK$17,356,000.

The net gain on disposal/dilution of interest in associates in 2000 comprised (i) loss on disposal of the
Group’s interest in China Packaging Equipment (H.K.) Company Limited of HK$2,488,000; (ii) the net gain
on dilution of the Group’s interest in Asia Fiber Holdings Limited of HK$7,407,000; and (iii) the net gain
on dilution of the Group’s interest in Pacificnet.com, Inc. (“Pacificnet” formerly known as Creative Master
International, Inc.) of HK$10,058,000.
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7. OTHER EXPENSES

2001 2000
HK3$'000 HKS$'000

Impairment and revaluation loss on (note a).
- toll highway 360,272 -
- properties under construction 63,257 -
— construction in progress (note b) 61,493 -
— hotel property 25,000 -
- machinery and equipment 17,863 -
— motor vehicles 1,156 -
529,041 -
— properties under/held for development 28,793 -
- properties held for sale 11,081 -
- investment properties 19,977 -
- goodwill of subsidiaries and associates 14,005 26,724
- interest of an associate 3,587 -
Unrealised holding loss on investments in securities 139,972 482,656
Allowance for bad and doubtful debts 84,972 11,382
Loss on disposal of investments in securities 15,182 260,946
Loss on disposal of property, plant and equipment 2,827 -
Impairment loss recognised in respect of inventories 10,012 42,277
Impairment loss recognised in respect of loan and interest receivables 50413 46,000
909,862 869,985

Notes:

(a) During the year, the directors of the Group reviewed the carrying amount of the property interests of the
Group in light of the current market condition, and with reference to the valuation report made by independent
firms of professional property valuers, the directors identified impairment and revaluation loss on the
property held by the Group. Accordingly, the impairment and revaluation loss has been recognised in the
consolidated income statement for the year. Details of these are set out in notes 14, 15 and 16 to the
financial statements.

(b) Since 1993, one of the Company’s subsidiaries, Double Happiness Tyre Industries Corporation Limited
(“DH”) has undertaken the construction of a radial tire factory (the “Project™). In 1995, the Project was
temporarily suspended and the total costs incurred for the Project up to 31st December, 2000 were
approximately RMB257,844,000 (equivalent to approximately HK$242,107,000). These costs have been
included in construction in progress. Managements of DH and its immediate holding company, China
Enterprises Limited (“China Enterprises”, formerly China Tire e-commerce.com Limited and China Tire
Holdings Limited) are in the process of formulating and compromising on a financing plan for the Project. A
major reassessment on the capacity and technical specifications for the facility was carried out in 1999 and
an appraisal (“the Appraisal”) of the replacement costs of the facilities was also conducted by a third party
PRC asset appraiser based on an assumption that the construction of the Project will be resumed. In the
absence of a definite financing plan, the directors of China Enterprises also performed an assessment (“the
Assessment”) of the value of the assets of the Project as at 31st December, 1999.

Based on the results of the Appraisal and the Assessment, an aggregate potential impairment loss provision
was made to write down the carrying value of the assets of the Project by approximately RMB122,400,000
(equivalent to HK$114,887,000) during the year ended 31st December 1999.

A further assessment (“Second Assessment™) on the assets of the Project was performed and a valuation of
the fair market value of the assets was conducted by American Appraisal Hongkong Limited, an independent
firm of professional valuer. Based on the results of the Second Assessment, the directors considered no
further provision is required for the carrying value of the assets of the Project for the year ended 31st
December 2000.

As at 31st December, 2001, management of DH and China Enterprises have reviewed the carrying amount
of the Project with reference to its estimated selling price. An impairment loss of HK$61,493,000, representing
the difference between the estimated selling price and the carrying amount of the Project, has been identified
and has been recognised in the consolidated income statement.
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8.

LOSS FROM OPERATIONS

Loss from operations has been arrived at after charging:

Staff costs
— directors remuneration (note 9(a))
- other staff costs (Note 9(b))
- retirement benefits scheme contributions, excluding directors

Total staff costs

Less: amount capitalised in toll highway, properties
under/held for development and properties
under construction

Auditors’ remuneration
Current year
Overprovision in prior year

Depreciation and amortisation of property, plant and equipment:
— owned assets
— assets under hire purchase contracts

Less: amount capitalised in toll highway

Amortisation of intangible asset included in
administrative expenses

Amortisation of goodwill included in administrative
expenses

Loss on disposal of property, plant and equipment

Loss on disposal of investment properties

and after crediting:

Net rental income in respect of premises after
outgoings of HK$28,000 (2000: HK$36,000)

DIRECTORS’ AND EMPLOYEE REMUNERATION

(a) DIRECTORS’ REMUNERATION

Fees
— Executive directors
— Non-executive directors
~ Independent non-executive directors

Other emoluments
— Executive directors
Salaries and other benefits
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2001 2000
HK$ 000 HKS$'000
2,696 10,593
302,566 304,254
37,050 38,750
342,312 353,597
(6.565) -
335,747 353,597
6,521 5,908
(2,135) @n
140,967 110,944
7 —

(231) -
140,743 110,944
4,934 448
495 -
2,827 310
50 -
11,886 11,406
2001 2000
HK$000 HKS$’000
- 7,398

295 50

216 345

s11 7,793
2,185 2,800
2,696 10,593




APPENDIX 1

FINANCIAL INFORMATION

10.

The number of directors whose remuneration falls within the bands set out below is as follows:

HKS$

Nil to 1,000,000

1,000,001 to 1,500,000
1,500,001 to 2,000,000
3,500,001 to 4,000,000
7,000,001 to 8,000,000

2001
Number
of directors

2000
Number
of directors

13

13

During the year, no emoluments were paid by the Group to any director as an inducement to join or upon

joining the Group or as compensation for loss of office.

(b) EMPLOYEES’ REMUNERATION

The five highest paid individuals in the Group included two directors (2000: three directors) of the Company,
details of whose remuneration are set out above. The aggregate remuneration of the remaining highest paid
individuals, who are employees of the Group, is as follows:

Remuneration, salaries and other benefits

HK$

Nil to 1,000,000
1,000,001 to 1,500,000
1,500,001 to 2,000,000

FINANCE COSTS

Interest on borrowings wholly repayable
within five years:
Bank borrowings
Other borrowings
Obligations under hire purchase contracts

Interest on bank borrowings not wholly
repayable within five years

Less: Amount capitalised in toll highway
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2001 2000
HK$'000 HK$'000
3,595 2,948
2001 2000
Number Number

of employees

1

of employees

2 1
- 1

3 2

2001 2000
HKS$'000 HK$'000
81,423 89,709
198 51

9 -

81,630 89,760
39,605 26,728
121,235 116,488
(39,773) (28,001)
81,462 88,487
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11.

12.

13.

14.

TAXATION
2001 2000
HKS$000 HK$'000
The (credit) charge comprises:
Hong Kong Profits Tax
Overprovision in prior years - (183)
- (183)
Taxation in other jurisdictions 12,982 6,791
Overprovision in prior years (7,000) -
Taxation attributable to the Company and its subsidiaries 5,982 6,608

Taxation in other jurisdictions is calculated at the rates prevailing in the respective jurisdictions. As the Company’s
PRC subsidiaries are Sino-foreign joint venture enterprises, they are eligible for certain tax holidays and concessions.
Accordingly, certain of the PRC subsidiaries were exempted from PRC income tax or subject to tax at reduced
rates. PRC income tax is calculated at the applicable rates relevant to the PRC subsidiaries.

Details of deferred taxation are set out in note 33,

DIVIDEND
2001 2000
HK$’000 HK$’000
- Final dividend in 1999 at HK$0.01 per ordinary share as a result
of adoption of revised SSAP 9 described in note 2 - 46,098

LOSS PER SHARE

The calculation of the basic loss per share is based on the net loss for the year of HK$598,730,000 (2000:
HK$730,682,000) and on the adjusted weighted average of 460,978,942 (2000: 459,375,955) ordinary shares in
issue during the year, after adjustment for the effect of the consolidation of the Company’s shares as set out in note
30.

No disclosure of the diluted loss per share has been calculated for both years as the exercise of the share options
would result in a decrease in loss per share.

INVESTMENT PROPERTIES

THE GROUP

2001 2000
HK3$'000 HK3'000

VALUATION
At lst January 71,818 51,954
Acquired on acquisition of subsidiaries 96,510 71,818
Eliminated on disposal of subsidiaries (84,510) (51,954)
Disposal (14,500) -
Deficit arising on revaluation (19,977) -
At 31st December 49,341 71,818

The Group’s investments properties were revalued at 31st December, 2001 by CB Richard Ellis Limited and RHL
Appraisal Limited, independent firms of professional property valuers, on an open market value basis. Deficit
arising on the revaluation of HK$19,977,000 has been charged to the consolidated income statement.

The Group’s investment properties are held for rental under operating leases.
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The carrying value of the investment properties comprises:
THE GROUP
2001 2000
HKS$'000 HK$'000
Properties held under medium-term leases in Hong Kong 12,000 14,500
Properties held under medium-term land use right in the PRC 37,341 57,318

15.

PROPERTY, PLANT AND EQUIPMENT

THE GROUP

COST OR VALUATION

At {5t January. 2001

Acquired on acquisition
of subsidiaries

Additions

Transfer

Disposals

Deficit on revaluation

Disposal of subsidiaries

At 31st December, 2001

Comprising:
Al cost
At valuation

DEPRECIATION AND
AMORTISATION
At Ist January, 2001
Provided for the vear
[mpairment Joss
Eliminated on disposals
Eliminated on disposal
of subsidiaries

AU3lst Dec;mber. 2001

NET BOOK VALUES
Al 315t December, 2001

At 315t December, 2000

49,341
I

71,818
——

Furniture ~ Machinery Properties Construction
Land and and and Motor under Toll in Hotel

buildings fistures  equipment vehicles ~construction highway progress property Total
HES'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS$'000
485,396 19779 1073381 44511 385,832 897,273 196,906 05000 3328078
16,598 15714 1381 1,709 - - 2,179 - 77071
3,23 14,087 97,175 3,050 {8,157 273,565 98,995 - 508,365
19 - 168,918 3,825 - - (172,862) - -

{1370 @Ry (12416) (5,43) - - - - (24,262)

- - - - - - - {25,000) {25,000

(47829) (17.862)  (206,950) (6.414) - - (238) - (279,293)
436,150 26985 L133919 40,938 404080 1170838 151,980 20000 3584959
436,150 21985 LIBIN 40938 404089 1170838 151,980 - 3364959
- - - - - - - 200,000 200,000
436,150 2985 1133979 40.938 404089 1170838 151980 200000 3584959
115771 14,110 432211 31399 - - - - 593,491
ALY 4,204 110,404 3,744 - - - - 140,974
- - 17,863 1,156 63,257 360,272 61,493 - 504,041

(448) (3,946) (8,138) (3,085) - - - - (15,617)

(13.838) (1973) (67.378) (5.940) - - - - (90.129)
124017 11485 484,962 1,274 83,257 360,272 61,493 - 1132760
332,133 13,500 649,017 13,664 340,832 810,566 90.487 200000 2452199
369.625 5,669 841,170 13,112 385,832 §97.273 196,906 25,000 2734587
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(a) Toll highway represents the Group’s interest in a toll highway under construction in Shenzhen (“Shenzhen
Highway”). In view of the fact that the toll rates approved by relevant PRC government authorities were
lower than their budgeted rates, the Group has recognised impairment loss with reference to the valuation
made by Grant Sherman Appraisal Limited, an independent firm of professional property valuers under a
discounted cash flow method, using a discount rate of 20% and taking into consideration the expected future
cost to complete the Shenzhen Highway and of the traffic projections and studies conducted by Scott Wilson
(Hong Kong) Limited, an independent traffic consultant of the Shenzhen Highway. An impairment loss of
approximately HK$360,272,000 has been identified which has been recognised in the consolidated income
statement in the current year. A subsidiary of the Company has been granted the right to operate and manage
the Shenzhen Highway for a period of 25 years up to 30th November, 2022.

(b) The Group’s hotel property was revalued at 31st December, 2001 by CB Richard Ellis Limited, an independent
firm of professional property valuers, on an open market value basis.

The hotel property is situated in the PRC, other than Hong Kong, is held under medium-term land use right.
The Group has been granted the right to operate and manage the hotel for a period from January 1987 to
January 2017, and subject to certain conditions to be fulfilled, the operating period may be extended for a
further period of 20 years.

(c) The properties under construction are situated in the PRC, other than Hong Kong, and are held under
medium-term land use right. In view of the market condition, the Group has recognised an impairment loss
with reference to the valuation made by CB Richard Ellis Limited, an independent firm of professional
property valuers, on an open market basis. An impairment loss of approximately HK$63,257,000 has been
identified which has been recognised in the consolidated income statement in the current year.

@) The Group reviewed the carrying amount of machinery and equipment and motor vehicles using the estimated
selling prices of the machinery and equipment and motor vehicles in the proposed agreement entered into
between the Group and the potential purchaser. An impairment loss of approximately HK$19,019,000
representing the difference between the estimated selling prices and the carrying amount was identified
which has been recognised in the consolidated income statement.

(e) At 31st December, 2001, included in net book value of toll highway is interest capitalised of HK$77,719,000
(2000: HK$37,946,000).

Furniture Machinery

Land and and and Motor

buildings fixtures equipment vehicles Total

HK$’000 HK3’000 HK3$'000 HK$'000 HK3'000
THE COMPANY
COST
At 1st January, 2001 6,824 2,511 3,274 - 12,609
Additions - 71 231 541 843
Disposals - (922) (1,862) - (2,784)
At 31st December, 2001 6,824 1,660 1,643 541 10,668
DEPRECIATION
At st January, 2001 191 983 2,775 - 3,949
Provided for the year 170 308 208 68 754
Eliminated on disposals - (920) (1,837) - 2,757)
At 31st December, 2001 361 371 1,146 68 1,946
NET BOOK VALUES
At 31st December, 2001 6,463 1,289 497 473 8,722
At 31st December, 2000 6,633 1,528 499 — 8,660

—61 -




APPENDIX I FINANCIAL INFORMATION

16.

17.

The net book value of the land and buildings shown above comprises:

THE GROUP THE COMPANY
2001 2000 2001 2000
HK$’000 HK3$'000 HKS$'000 HK3'000
Properties held under
medium-term land use
rights in the PRC,
other than Hong Kong 332,133 369,625 6,463 6,633

The net book value of motor vehicle as at 31st December, 2001 included an amount of approximately
HK$263,000 in respect of assets held under hire purchase contracts. No assets were held under hire purchase
contracts as at 31st December, 2000.

PROPERTIES UNDER/HELD FOR DEVELOPMENT

THE GROUP
2001 2000
HKS$'000 HKS$'000
COST
At Ist January 157,401 -
Acquired on acquisition of a subsidiaries - 173,869
Development costs incurred during the year 8,392 26,541
Impairment loss (28,793) -
Transfer to properties held for sale - (43,009)
At 31st December 137,000 157,401
Comprising:
2001 2000
HK$’000 HK3'000
Properties held under medium-term land use rights
in the PRC, other than Hong Kong 111,000 131,086
Properties held under long-term land use rights
in the PRC, other than Hong Kong 26,000 26,315
137,000 157,401

Included above is the Group’s interest in development projects of the Hong Kong Macau Square under medium-
term land use right in Huizhou and of Lang De Dong under long-term land use rights in Taishan. In view of the
market condition, the Group has made impairment losses, with reference to the valuation made by CB Richard Ellis
Limited and RHL Appraisal Limited, both of which are independent firms of professional property valuers, on an
open market basis. An impairment loss of approximately HK$28,793,000 has been identified which has been
recognised in the consolidated income statement in the current year.

PAYMENT FOR ACQUISITION OF LAND DEVELOPMENT RIGHT
THE GROUP AND THE COMPANY

During the year, an agreement was entered into between the Company and L E W IEHEZEHE A R BT (the
“People’s Government of Li Qiao Town”) for the joint development project of a piece of land which is adjacent to
the eastern side of Beijing Capital Airport, the PRC, under which the Company agreed to make an aggregate
payment of approximately HK$216,981,000 (equivalent to RMB230,000,000) to the People’s Government of Li
Qiao Town for the land development right of the project. )

As at 31st December, 2001, a partial payment of approximately HK$2,727,000 (equivalent to RMB3,000,000) was
paid by the Company.
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18.

19.

INTANGIBLE ASSET

THE GROUP
2001 2000

HKS$’000 HK$'000
COST
At Ist January 107,656 -
Addition - 107,656
Eliminated on disposal of subsidiary (107,656) -
At 31st December - 107,656
AMORTISATION
At 1st January 448 -
Provided for the year 4,934 448
Eliminated on disposal of subsidiary (5,382) -
At 31st December - 448
NET BOOK VALUES
At 31st December - 107,208

The intangible asset represents the rights to publish newspaper under the trademarks and tradenames of “Sing Pao”
and was amortised over a period of 20 years.

GOODWILL
THE GROUP
HK$’'000
COST
Arising on acquisition of subsidiaries during the year 53,112
Eliminated on disposal of subsidiaries (19,909)
At 31st December, 2001 33,203
AMORTISATION
Provided for the year and at 31st December, 2001 495
NET BOOK VALUES
At 31st December, 2001 32,708
At 31st December, 2000 —
—

Goodwill is amortised on a straight line basis and the amortisation period for goodwill is 20 years.
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20. INVESTMENTS IN SUBSIDIARIES/RECEIVABLES DUE FROM SUBSIDIARIES/PAYABLES DUE TO

SUBSIDIARIES
2001 2000
HK$'000 HKS$'000
Investments in subsidiaries
Shares listed overseas, at cost 228,703 228,703
Unlisted shares, at cost 100,483 99 486
329,186 328,189
Market value of listed shares 23,868 56,935
Receivables due from subsidiaries
Amounts due from subsidiaries 3,598,640 3,051,781
Less: Impairment loss recognised (2,083,185) (871,870)
1,515,455 2,179,911
Payables due to subsidiaries

Amounts due to subsidiaries 709,918 866,109

The receivables due from and payables due to subsidiaries are unsecured, non-interest bearing and have no fixed
terms of repayment.

During the year, the directors of the Company reviewed the carrying amount of the interests in subsidiaries of the
Company in light of the current market condition, the directors identified impairment and revaluation losses on
properties and unrealised loss on other investment held by the subsidiaries with reference to professional valuation
report and market value of shares an impairment loss of approximately HK$1,211 million has been identified in
respect of the receivables due from subsidiaries. Accordingly, the whole amount has been recognised in the income
statement as impairment losses for the year.

Particulars of the principal subsidiaries at 31st December, 2001 are as follows:

Issued
and fully Proportion of
Place of paid ordinary nominal value of
incorporation/ share capital/ issued share capital/
registration registered registered capital Principal
Name of subsidiary and operation capital held by the Company activities
Directly Indirectly
% %
Australia Net.Com Limited Australia - A$31,184,116 - 57.26 Investment
(*Australia Net.Com™) (note a) (note a) holding
China Land Bermuda US$27,248,386 - 65.56 Investment
(note b) (note b) holding
China Pharmaceutical Hong Kong HK$2 - 57.26  Investment
Industrial Limited holding
China Enterprises Bermuda Supervoting 33.27 24.84  Investment
(note c) Common Stock (note c) (note c) holding
US$30,000
Common Stock
US$60,173
DH (note f) PRC RMB280,684,311 B 55 Tnactive
(note ¢)

— 64—



APPENDIX I

FINANCIAL INFORMATION

Name of subsidiary

Dazhai C.S.1. Cement
Co., Ltd. (note f)

Rosedale Hotel Guangzhou
Co., Ltd. (formerly
known as
Guangzhou Jiang
Nan Hotel Co., Ltd.)
(note e)

Guang Zhou Jiang Nan
Property Co., Ltd.
(note e)

Hangzhou Zhongce
Rubber Company
Limited
(“Hangzhou Rubber”)
(note f)

Huizhou World Express
Property Ltd.
(note e)

Ningbo Zhonghua
Taifeng Food Co., Ltd.
(note f)

Shenzhen Longchen
Xinyuan Industrial
Co., Ltd
(*Longchen Xinyuan™)
(note f)

Shenzhen SEZ

Development
Centre Co., Lid.
(note e)

Tung Fong Hung
Investment Limited
(“Tung Fong Hung™)
(note d)

Yantai C.S.I. Rubber
Co., Limited
(note f)

Yinchuan C.S.1.
(Greatwall) Rubber
Co., Ltd.

(note f)

Issued

and fully

Place of paid ordinary
incorporation/ share capital/
registration registered
and operation capital

PRC RMB17,000,000
PRC HK$89,700,000
PRC HK$68,000,000
PRC RMB469,748,777
PRC HK$109,200,000
PRC RMB§89,004,566
PRC RMB 100,000,000
PRC HK$290,000,000
British US$10,000

Virgin Islands

PRC RMB60,000,000

PRC

RMB667,833,000
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Proportion of
nominal value of
issued share capital/
registered capital
held by the Company
Directly Indirectly
% %

51 -

- 51
(note c)

- 100

- 51
(note c)

- 51
(note ¢)

Principal
activities

Manufacture of
cement

Hotel operation

Property
development

Manufacture of
tires

Property
development

Production of
flour,
monosodium
glutamate
and related
food products

Construction and
operation of
toll highway

Development,
holding and
trading of
properties

Manufacture
and trading
of Chinese
and western
pharmaceutical
products

Manufacture of

tires

Manufacture of
tires
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Notes:

a. Australia Net.Com operates both in Australia and Hong Kong and its shares are listed on the Australian
Stock Exchange. Australia Net.Com and its subsidiaries are mainly engaged in the investment holding
activities.

b. China Land operates in the PRC and Hong Kong and its shares are listed on the Hong Kong Stock Exchange.

c. China Enterprises operates in the PRC and its shares are listed on the New York Stock Exchange. The Group
holds a 55.2% effective equity interest and an 88.8% voting interest in China Enterprises. China Enterprises
is a holding company which owns a majority stake in DH, Hangzhou Rubber, Yantai C.S.I. Rubber Co,,
Limited and Yinchuan C.S.I. (Greatwall) Rubber Co., Ltd. at 31st December, 2001.

d. Tung Fong Hung operates in Hong Kong.

e. This is a PRC Sino-foreign co-operative joint venture.

f. This is a PRC Sino-foreign equity joint venture.

None of the subsidiaries had any loan capital subsisting at the end of the year or at any time during the year.
The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally affected the
results for the year or formed a substantial portion of the net assets of the Group. To give details of other

subsidiaries would, in the opinion of the directors, result in particulars of excessive length.

INTEREST IN ASSOCIATES/RECEIVABLES DUE FROM ASSOCIATES/PAYABLES DUE TO ASSOCIATES

THE GROUP THE COMPANY
2001 2000 2001 2000
HKS$’000 HK$'000 HK3°000 HK$'000
Interest in associates
Share of net assets 156,132 115,752 - -
Goodwill 20,136 - -
Unlisted shares, at cost - - 2 2
176,268 115,752 2 2
Receivables due from associates
Amounts due from associates 13,517 5,323 473 1,083
Payables due to associates
Amounts due to associates 9,625 - - —

The amounts due from/to associates are unsecured, non-interest bearing and repayable on demand.

The amount of HK$20,136,000 mainly represented goodwill arising on acquisition of Sing Pao Media in December,
2001.
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Particulars of the principal associates at 31st December, 2001 are as follows:

Name of associate

Hangzhou Zhongce Land
Co., Ltd.

Hangzhou Sunrise Rubber
Co., Ltd. (“Sunrise™)

Pacificnet

Sing Pao Media

Place of

incorporation/ Place of

registration operation

PRC PRC

PRC PRC

Delaware, Hong Kong
United States and Singapore
of America

Cayman Islands Hong Kong

Proportion of
nominal value

of issued share
capital/ registered
capital held
indirectly by

the Company

%

50

49.2

29.52

27.97

Principal activities

Property
development and
investment

Manufacture of tire

Development,
marketing and
supporting full
services of business
to business
e-commerce
solutions

Media and publishing
‘business “Sing Pao
Daily News” and
“Wide Angle
Magazine”, provision
of multimedia
entertainment and
life-style information
to the Chinese
community worldwide

In 1998, the Group invested in Sunrise through Hangzhou Rubber for a total investment and registered capital of
US$29,980,000. The investment commitment was satisfied by the contribution of a radial tire factory under
construction. The radial tire factory commenced operations during the year.

During the year, the entire interest in Actiwater was disposed of to Sing Pao Media at a consideration satisfied both
by cash and shares issued in Sing Pao Media. Following the completion of the disposal, the Group held approximately

27.97% interest in Actiwater.

The above table lists the associates of the Group which, in the opinion of the directors, constituted a substantial
portion of the share of results or of net assets of the associates. To give details of other associates would, in the
opinion of the directors, result in particulars of excessive length.
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RECEIVABLES
THE GROUP THE COMPANY
2001 2000 2001 2000
HK$'000 HK3$°000 HK$'000 HK3'000
Loan and interest receivables (note a)
- secured 270,474 - - -
— unsecured 189,039 50,000 41,457 31,153
Receivables due from related companies (note b) 534 - 28 -
Receivables due from PRC entities (note ¢) - 65,212 - -
460,047 115,212 41,485 31,153
Less: Impairment loss recognised (50,413) (46,000) - -
409,634 69,212 41,485 31,153
Less: Amounts due within one year and shown
under current assets (107,195) (50,217) (16,239) (4,673)
Amounts due after one year 302,439 18,995 25,246 26,480
Notes:
(a) Included in secured loan and interest receivables of approximately HK$123,491,000 and HK$110,583,000

(b)

(c)

were due from Danwei Limited (“Danwei”) and Lucklong Venture Limited (“Lucklong”) respectively. Mr.
Lau Ko Yuen, Tom, alternate director to Ms. Chau Mei Wah, Rosanna of the Group, is a director of the
ultimate holding company of Danwei and Lucklong. In addition, Ms. Chau Mei Wah, Rosanna, director of
the Company. is also a director of Danwei and Lucklong. Shares of certain property holding companies held
by Danwei and Luckiong were pledged to the Group as securities to the loans.

Included in unsecured loan and interest receivables were amounts of approximately HK$51,701,000 (2000:
Nil) due from investees of the Group and of approximately HK$45,183,000 (2000: HK$34,000,000) advanced
to China Development Corporation Limited, a former associate of the Group.

All the loan receivables carry interest at the prevailing market rate.

Details of the receivables due from related companies are as follows:

THE GROUP THE COMPANY
2001 2000 2001 2000
HK$’000 HKS$'000 HK$'000 HK$'000
Paul Y. - ITC Management Limited 24 - - -
Star East Bob Limited 160 - - _
Star East Management Services Limited 157 - - -
Rosedale Hotel Management Limited 113 - - -
Star East Holdings Limited 80 - 28 -
534 — 28 —

The amounts are unsecured, non-interest bearing and repayable on demand.

Paul Y. — ITC Management Limited and Rosedale Hotel Management Limited are wholly owned subsidiaries
of substantial shareholders of the Company.

Star East Management Services Limited and Star East Bob Limited are the subsidiaries of Star East Holdings
Limited, in which certain directors of the Company have beneficial interest.

Star East Holdings Limited is a company, in which certain directors of the Company have beneficial
interest.

Receivables from PRC entities as at 31st December, 2000 consisted primarily of a loan to a former joint
venture partner and was fully settled during the year.
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23. INVESTMENTS IN SECURITIES

Equity securities:
Listed
Unlisted

Debt securities:
Listed
Unlisted

Club debenture

Total

Total and reported as:

Listed
Hong Kong
Elsewhere
Unlisted

Classified under
Current
Non-current

Market value of listed securities

THE GROUP THE COMPANY
Other investments Other investments
2001 2000 2001 2000
HK$000 HK$'000 HK$'000 HK$’000
261,403 316,375 - -
73,279 187,225 18,692 18,692
334,682 503,600 18,692 18,692
- 209,459 - -
177,188 110,400 - -
177,188 319,859 — —
1,538 1,538 825 825
513,408 824,997 19,517 19,517
THE GROUP THE COMPANY
Other investments Other investments
2001 2000 2001 2000
HK$'000 HK$’'000 HKS$’000 HK$'000
214,248 207,671 - -
47,155 318,163 - -
252,005 299,163 19,517 19,517
513,408 824,997 19,517 19,517
40,000 67,800 - -
473,408 757,197 19,517 19,517
513,408 824,997 19,517 19,517
261,403 525,834 - -

The carrying value of listed securities in Hong Kong at 31st December, 2001 included an amount of HK$71,005,500
and HK$60,834,000 (2000: HKS$Nil and HK$74,178,000) representing 9.16% and 10% (2000: Nil and 10.01%)
interest in Panva Gas Holdings Limited (“Panva Gas”) and Ming Pao Enterprises Corporation Limited (“Ming
Pao”), respectively. Panva Gas and Ming Pao are incorporated in Cayman Islands and Bermuda respectively and

both are listed on the Hong Kong Stock Exchange.

The carrying value of the overseas listed debt securities at 31st December, 2000 represented PCCW convertible
bonds (“PCCW Bond™). The PCCW Bond is guaranteed by PCCW, carries interest at 3.5% per annum, matures on
5th December, 2005 and will be redeemed at 120.12 per cent of the principal amount together with accrued interest.

Unless previously redeemed or purchased and cancelled, the PCCW Bond entitles the holders at any time after 5th
January, 2001 up to 21st November, 2005 to convert the PCCW Bond into shares of PCCW at an initial conversion

price of US$1.0083 per share (equivalent to approximately HK$7.865 per share), subject to adjustment.

The PCCW Bond were fully disposed of during the year.
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24.

25,

26.

The carrying value of the unlisted debt securities at 31st December, 2001 included an investment of HK$52,585,000
in convertible bond (“G-Prop Bond”) issued by G-Prop (Holdings) Limited, a company listed on the Hong Kong
Stock Exchange. The G-Prop Bond is non-interest bearing and is due to redeem on 10th December, 2004 at
HK$57,000,000. It entitled the holders at any time after 10th December, 2001 and up to 10th December, 2004 to
convert the G-Prop Bond into shares in G-Prop (Holdings) limited at a conversion price of HK$0.28 per share
(subject to adjustment).

The carrying value of G-Prop Bond at 31st December, 2000 of HK$50,400,000 carried interest of 7.5% per annum
and was fully redeemed by G-Prop (Holdings) Limited during the year.

The carrying value of the unlisted debt securities at 31st December, 2001 also included promissory note of
HK$40,000,000 (2000: HK$60,000,000) to a third party carries interest at prevailing market rate per annum, and
secured by shares in China Development Corporation Limited, a company listed on the Stock Exchange of Hong
Kong.

LOANS FROM/TO MINORITY SHAREHOLDERS
THE GROUP

The amounts are unsecured, non-interest bearing and will not be repaid within one year and are therefore shown as
non-current.

PROPERTIES HELD FOR SALE

THE GROUP

Properties held for sale were carried at net realisable value.

In respect of properties held for sale with a carrying amount of approximately HK$28,000,000, the transfer of title
to the land use right and property ownership has not yet been completed at the balance sheet date. The Group has
paid the full amount of the consideration in accordance with the sale and purchase agreement and in the opinion of
the directors, such transfer will be completed in due course.

With reference to the valuation made by CB Richard Ellis Limited and RHL Appraisal Limited, both are independent

firms of professional property valuers, on an open market basis. An impairment loss of approximately HK$11,081,000
has been identified which has been recognised in the consolidated income statement in the current year.

INVENTORIES
THE GROUP

2001 2000
HKS$’000 HKS$000
Raw materials 312,952 268,242
Work in progress 19,007 30,842
Finished goods 458,329 570,249
790,288 869,333

Included above are raw materials of HK$312,952,000 (2000: HK$268,242,000), work in progress of HK$19,007,000
(2000: HK$30,842,000) and finished goods of HK$458,329,000 (2000: HK$568,099,000) which are carried at their
net realisable value.

The cost of inventories recognised as an expense during the year was approximately HK$2,771,566,000 (2000:
HK$2,751,170,000).
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27, TRADE DEBTORS

The Group allows its trade customers with credit period normally ranging from 90 days to 180 days. The aged
analysis of the trade debtors at the balance sheet date is as follows:

THE GROUP
2001 2000
HKS$’000 HK3$°000
0 — 90 days . 330,169 323,133
90 — 180 days 93,564 244,787
Over 180 days 57,291 99,897
481,024 667,817
28. CREDITORS AND ACCRUED CHARGES
Included in creditors and accrued charges are creditors with the following aged analysis:
THE GROUP
2001 2000
HKS$’000 HK$'000
0-90 days 278,148 322,077
90-180 days 43,876 82,623
Over 180 days 75,570 96,901
397,594 501,601
Add: Accrued charges 34,291 172,965
431,885 674,566
29, PAYABLES DUE TO RELATED COMPANIES
Details of the payables due to related companies are as follows:
THE GROUP THE COMPANY
2001 2000 2001 2000
Notes HK$'000 HK$000 HK$’000 HK3°000
Mass Success
International Limited (i) 594 - 594 -
Hanny Magnetics Limited (i) 1,234 - 151 -
ITC Management Limited (ii) 29,539 - 328 -
Paul Y. - ITC
Management Limited (i) 127 - - -
Paul Y. - ITC Construction
Company Limited (i) 3,634 - - -
Tai Shan Paul Y.
Construction Co., Ltd. (i) 1,364 - - -
36,492 — 1,073 —

Included in the amounts were payables due to Hanny Magnetics Limited and ITC Management Limited of
HK$1,083,000 and HK$26,267,000 respectively, which carry interest at prevailing market rate. The remaining
amounts are unsecured, non-interest bearing and repayable on demand.

Notes:
(1) The companies are wholly-owned subsidiaries of substantial shareholders of the Company.

(ii) ITC Management Limited is a wholly owned subsidiary of ITC Corporation Limited, shareholder of the
Company’s substantial shareholder.

- 71 -




APPENDIX I

FINANCIAL INFORMATION

30.

SHARE CAPITAL

Notes

Authorised:
Ordinary shares of HK$0.10 each at 31st December, 2000

and Ist January, 2001
Consolidation of shares (b)

Ordinary shares of HK$1.00 each
Adjustment of nominal value (b)

Ordinary shares of HK$0.10 each
Additions (b)

Ordinary shares of HK$0.10 each
at 31st December, 2001

Issued and fully paid:
Ordinary shares of HK$0.10 each

at Ist January, 2000
Exercise of share options (a)

Ordinary shares of HK$0.10 each at 1st January, 2001
Consolidation of shares (b)

Ordinary shares of HK$1.00 each
Adjustment of nominal value (b)

Ordinary shares of HK$0.10 each
at 31st December, 2001

Notes:

Number
of shares Value
HK$'000
8,000,000,000 800,000
(7,200,000,000) -
800,000,000 800,000
- (720,000)
800,000,000 80,000
7,200,000,000 720,000
8,000,000,000 800,000
4,480,289,420 448,029
129,500,000 12,950
4,609,789,420 460,979
(4,148,810,478) -
460,978,942 460,979
- (414,881)
460,978,942 46,098

(a) During the year ended 31st December, 2000, the Company issued and allotted 47,000,000, 32,500,000 and
50,000,000 shares of HK$0.10 each in the Company for cash at HK$0.3, HK$0.344 and HK$0.405 per share
respectively as a result of the exercise of share options. The shares issued rank pari passu with the then

existing shares in issue in all respects.

(b) Pursuant to resolutions passed by the shareholders of the Company in an extraordinary general meeting held
on 18th June, 2001, the Company carried out the following capital reorganisation (“Capital Reorganisation™):

- Every ten ordinary shares of HK$0.10 each in the issued and unissued share capital of the Company
were consolidated into one ordinary share of HK$1.00 each (“Consolidated Share™) (“Share

Consolidation™);

- Immediately following the Share Consolidation, the nominal value of the issued and unissued

Consolidated Shares was reduced from HK$1.00 to HK$0.10 each (“Capital Reduction”);

- The credit of approximately HK$415 million arisen as a result of the Capital Reduction was credited

to the special capital reserve account of the Company;

- Upon the Capital Reduction becoming effective, the authorised capital of the Company was increased
from HK$80,000,000 to HK$800,000,000 by the creation of an additional 7,200,000,000 ordinary

shares of HK$0.10 each.

Details of the Capital Reorganisation were set out in the circular to the Company’s shareholders dated 23rd
May, 2001 and were approved by the High Court of the Hong Kong Special Administrative Region on 31st

July, 2001.
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31.

SHARE OPTIONS
THE COMPANY

At 31st December, 2001, the options to subscribe for shares were outstanding under the Company’s share option
scheme are as follows:

Outstanding

Exercisable period Exercise price at 31.12.2001
HKS

21.7.1998 to 20.7.2002 6.060 36,750

12.01.2000 to 11.01.2005 3.440 50,000

14.02.2000 to 13.02.2005 4.050 290,000

376,750
—_—

SUBSIDIARY
China Enterprises

At 31st December, 2001, the options to subscribe for shares were outstanding under the share option scheme of
China Enterprises are as follows:

Outstanding at

Exercisable period Exercise price 31.12.2001
Uss$

3.2.2000 t0 2.2.2010 9.9375 20,000

China Land

No options under the share option scheme were granted or exercised during the year and no options were outstanding
as at 31st December, 2001.
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32. RESERVES
Other
Special Capital ~ Goodwill non-dis-  Retained
Share capital redemption oncon- Exchange tributable profits
premium reserve reserve  solidation reserve  reserves (deficit) Total
HK$'000  HK$'000  HK$000  HKS'000  HK$'000  HKS'000  HKS000  HKS'000
THE GROUP
At Ist January, 2000
- as originally reported 1,344,149 - 233 30,693 16,344 34368 1,002,159 2,928,446
~ Prior period adjustment (note 2) - - - - - - 46,098 46,098
As restated 1,844,149 - 23 30,693 16844 34368 1,048,257 2,974,544
Exchange adjustment - - - - (1,223) - - (1,223)
Premium on issue of shares 32,580 - - - - - - 32,580
Arising on acquisition of interests
in subsidiaries and associates - - - 157,581 - - - 157,581
Impairment loss of goodwill of
an associate - - - 26,724 - - - 26,724
Realised on disposal of interest
in subsidiaries - - - (3,938) {691) (3.151) - (7,800)
Realised on disposal/ditution of
interest in associates - - - 3,751 (2,735) (557} - 459
Share of net reserves movement of
associates - - - (12,097) (1.317) 2,204 - (17.210)
Appropriated from retained profits - - - - - 1,539 (1,539) -
Net loss for the year - - - - - - (730,682)  (730,682)
Dividend (note 2) - - - - - - (46,098) (46,098)
At 31st December, 2000 1,876,729 - 233 202,694 4,878 34,403 269,938 2,388.875
Exchange adjustment - - - - (1,2717) - - (1,217)
Arising from Capital
Reorganisation (note 30) - 414,881 - - - - - 414,881
Impairment loss of goodwill of
subsidiaries and associates - - - 14,003 - - - 14,005
Realised on disposal/dilution of
interest in subsidiaries - - - (25,262) (650)  (11.078) - (36,990)
Share of net reserves movement
of associates - - - - (72) - - (72)
Appropriated from retained profits - - - - - 12,068 (12,068) -
Net loss for the year - - - - - - (598,730)  (598,730)
At 31st December, 2001 1,876,729 414,881 233 191,437 (3.021) 35393 (340.860) 2,174,692
Attributable to:
The Company and its subsidiaries 1876729 414,881 233 194,547 @y 35393 (245.091) 2273481
Associates - - - (3,110) (10) - (95,669) (98,789)
1,876,729 414,881 233 191,437 (3,121) 35393 (340,860) 2,174,692
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Special Capital Retained
Share capital redemption profits
premium reserve reserve (deficit) Total
HK$'000 HK$’000 HK3°000 HK$'000 HK$'000
THE COMPANY
At 1st January, 2000 1,844,149 - 233 145,713 1,990,095
Prior period adjustment
(note 2) - - - 46,098 46,098
As restated 1,844,149 - 233 191,811 2,036,193
Premium on issue of shares 32,580 - - - 32,580
Net loss for the year - - - (569,315) (569,315)
Dividend (note 2) - - - (46,098) (46,098)
At 31st December, 2000 1,876,729 - 233 (423,602) 1,453,360
Arising from Capital )
Reorganisation (Note 30) - 414,881 - - 414,881
Net loss for the year - - - (621,305) (621,305)
At 31st December, 2001 1,876,729 414,881 233 (1,044,907) 1,246,936

The other non-distributable reserves of the Group include statutory reserves required to be appropriated from the
profit after taxation of the Company’s PRC subsidiaries under PRC laws and regulations. The amount of the
appropriation is at the discretion of the PRC subsidiaries’ board of directors.

Included in goodwill on consolidation as at 31st December, 2001, HK$19,316,000 (2000: HK$33,321,000) and
HK$210,753,000 (2000: HK$236,015,000) represented goodwill and negative goodwill arising on acquisition of
subsidiaries and associates respectively.

The special capital reserve of the Group represents the amount arising from the Capital Reduction as described in
note 30(b).

During the year, the management of the Group reviewed the carrying amount of goodwill with reference to the
business operated by those subsidiaries and associates. Those subsidiaries and associates are mainly engaged in the
provision of e-commerce solution services and in view of the current economic condition in these businesses, full
amount of impairment loss of HK$14,005,000 has been identified and recognised in the consolidated income
statement.

At 31st December, 2001 and 2000, the Company had no reserves available for distribution to shareholders.
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33.

DEFERRED TAXATION

The major components of the deferred taxation (credit) charge not recognised for the year are as follows:

THE GROUP THE COMPANY
2001 2000 2001 2000
HK$’000 HK$'000 HK$’000 HK$’000
Tax effect of timing differences attributable to:
Difference between depreciation allowances
claimed for tax purposes and depreciation
charged in the financial statements 393 216) 187 (6)
Tax loss (arising) utilised (109,097) (15,295) 1,273 18,665
Other timing differences (193) - (325,368) -
Impairment and revaluation
losses on properties (476) - - -
(109,373) (15,511) (323,908) 18,659

At the balance sheet date, the major components of the deferred taxation asset (liability), not recognised in the

financial statements, are as follows:

THE GROUP THE COMPANY
2001 2000 2001 2000
HKS$'000 HK3°000 HK3 000 HK$’000
Tax effect of tim‘ing differences attributable to:
Excess of depreciation allowances claimed for
tax purposes over depreciation charged
in the financial statements (6,166) (5,773) (527) (340)
Unutilised tax losses 307,696 198,599 22,000 23,273
Other timing differences 5,462 5,269 333,000 7,632
Impairment and revaluation
losses on properties 11,333 10,857 - -
318,325 208,952 354,473 30,565

The deferred taxation asset is not recognised because it is uncertain whether the tax benefit will be realised in the

foreseeable future.
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34.

BANK LOANS AND OTHER BORROWINGS

THE GROUP THE COMPANY

2001 2000 2001 2000
HK$’000 HK$°000 HK$'000 HK$’000
Bank loans 1,515,206 1,932,970 20,000 -

Obligations under hire
purchase contracts (Note) 187 - 46 -
Bank overdrafts - 11,902 - 8,798
Other borrowings - 1,886 - -
1,515,393 1,946,758 20,046 8,798

Repayable as follows:
Within one year 922,272 1,351,545 20,011 8,798
Between one and two years 53,754 48,080 35 -
Between two and five years 24,386 32,152 - -
Over five years 514,981 514,981 - -
1,515,393 1,946,758 20,046 8,798

Less: Amount due within one year included ’

under current liabilities (922,272) (1,351,545) (20,011) (8,798)
Amount due after one year 593,121 595,213 35 —

Of the bank loans and other borrowings of the Group, HK$672,735,000 (2000: HK$1,298,298,000) are secured by
property, plant and equipment and bank deposits of the Group.

Note:

Present value of
Minimum lease payments minimum lease payments
THE GROUP THE COMPANY THE GROUP THE COMPANY
2001 2000 2001 2000 2001 2000 2001 2000
HK$'000 HK$’000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK3'600

Amounts payable under hire
purchase contracts:

Within one year 24 - 14 - 14 - 11 -
In the second to fifth years

inclusive 189 - 47 - 173 - 35 -

213 - 61 - 187 - 46 -

Less: Future finance charges (26) - (15) - - - - —

Present value of lease

obligations 187 - 46 — 187 - 46 -
Less: Amount due within one year (14) - (1) -
Amount due after one year 173 — 35 -

It is the Group’s policy to lease certain of its fixtures and equipment under hire purchase contracts. The average
term of hire purchase contract is 5 years. Interest rate is fixed at the contract date. All hire purchase contracts are
on a fixed repayment basis and no arrangements have been entered into for contingent rental payments.

The Group’s obligations under hire purchase contract are secured by the lessor’s charge on the hired assets.
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3s.

36.

DEPOSITS RECEIVED
THE GROUP

The amounts represent deposits received in connection with the pre-sale of certain properties under/held for
development. The deposits will be transferred to the income statement upon the execution of the binding sale and
purchase agreements.

In the opinion of the directors, the binding sale and purchase agreements are unlikely to be executed within one
year and the deposits are therefore shown in the balance sheet as non-current.

RECONCILIATION OF LOSS BEFORE TAXATION TO NET CASH INFLOW FROM OPERATING
ACTIVITIES

2001 2000
HK$'000 HK$'000
Loss before taxation (1,001,147 (812,883)
Share of results of associates 17,997 12,147
Dividend income (5,509) (6,509)
Interest income (71,725) (114,714)
Interest expenses 81,462 88,487
Depreciation of property, plant and equipment 140,743 110,944
Amortisation of intangible asset 4,934 448
Amortisation of goodwill 495 -
Unrealised loss on investments in securities 139,972 482,656
Loss on disposal of investments in securities 15,182 260,946
Allowance for bad and doubtful debts 84,972 11,382
Impairment and revaluation loss of property, plant and equipment 529,041 ~
Impairment loss of goodwill of subsidiaries and associates 14,005 26,724
Impairment loss of interest in an associate 3,587 -
Impairment loss of properties under/held for development 28,793 -
Deficit arising on the revaluation of investment properties 19,977 -
Impairment loss recognised in respect of properties held for sale 11,081 -
Impairment loss recognised in respect of inventories 10,012 42,277
Impairment loss recognised in respect of loan and interest receivables 50,413 46,000
Loss on disposal of property, plant and equipment 2,827 310
Gain on disposal/dilution of interests in subsidiaries/business (63,047) (24,692)
Gain on disposal/dilution of interest in associates - (14,977)
Write-back of allowance for bad debts (10,390) (9,754)
Loss on disposal of investment properties 50 -
Increase in inventories (57,621) (92,242)
Increase in trade debtors (11,759) (53,815)
Decrease in properties held for sale 70,300 16,000
Increase in other receivables, deposits and prepayments (109,333) (160,084)
Increase in creditors, accrued charges and other payables 198,178 338,005
(Decrease) increase in other tax payable (7,614) 14,133
Decrease in deposits received - (3,447)
Net cash inflow from operating activities 85,876 157,342
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37.

DISPOSAL/DILUTION OF SUBSIDIARIES/BUSINESS

2001 2000
HK$’000 HK$000
Net assets disposed of:
Investment properties 84,510 51,954
Property, plant and equipment 189,164 109,152
Goodwill 19,909 -
Intangible asset 102,274 -
Investments in securities 26,262 -
Interest in associates 19,432 -
Inventories 197,426 15,548
Trade debtors 175,958 93,406
Other receivables, deposits and prepayments 240,996 84,922
Bank balances and cash 76,490 22,503
Creditors and accrued charges (402,133) (136,735)
Income and other taxes payable (75) -
Bank loans and other borrowings (314,750) (61,465)
Minority interests (35,268) (76,472)
380,195 102,813
Goodwill reserve realised (25,262) (3,958)
Exchange reserve realised (650) (691)
Other non-distributable reserves realised (11,078) (3,151)
343,205 95,013
Gain on disposal/dilution 63,047 24,692
406,252 119,705
Satisfied by:
Cash 360,296 68,999
Other receivables - 32,015
Investments in securities - 18,691
Interest in associates 9,556 -
Receivables 36,400 -
406,252 119,705
Analysis of the net inflow of cash and cash equivalents in connection
with the disposal/dilution of subsidiaries/business:
Cash consideration received 360,296 68,999
Bank balances and cash disposed of (76,490) (22,503)
Net inflow of cash and cash equivalents 283,806 46,496

The subsidiaries disposed of during the year contributed cash outflow of HK$122,484,000 (2000: cash outflow of
HK$6,288,000) to the Group’s net operating cash outflow, paid tax liabilities of HK$1,721,000 in 2000, received
HK$5,994,000 in respect of investing activities (2000: paid HK$1,787,000) and received HK$98,504,000 in respect
of financing activities (2000: HK$12,217,000).

The subsidiaries/business disposed of during the year contributed HK$132,311,000 (2000: HK$30,241,000) to the
Group’s turnover, and HK$31,663,000 (2000: HK$168,000) to the Group’s loss from operations.
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38.

PURCHASE OF SUBSIDIARIES/BUSINESS

2001 2000
HK$'000 HK$’000
Net assets acquired:
Investment properties 96,510 71,818
Property, plant and equipment 77,071 1,428,425
Intangible asset - 107,656
Interest in associates 19,466 -
Property under development - 173,869
Properties held for sale 83,180 4,073
Investments in securities 54,599 35,563
Receivables 44,201 -
Inventories 70,771 1,208
Trade debtors 27,304 7,462
Other receivables, deposits and prepayments 150,390 -
Loan to minority shareholders - 28,074
Tax recoverable 129 -
Advances to contractors : - 169,082
Bank balances and cash 52,568 177,325
Creditors and accrued charges (109,964} (138,636)
Deposits received - (80,085)
Bank loans and other borrowings (104,941) (457,665)
Obligations under hire purchase contracts (143) -
Minority interests (51,738) (549,164)
409,403 979,002
Goodwill arising on acquisition 53,112 (170,114)
462,515 808,888
Satisfied by:
Cash 407,018 703,637
Interest in an associate 37,032 92,711
Investments in securities - 12,540
Other receivables, deposits and prepayments 18,465 -
462,515 808,888

Analysis of the net cash outflow of cash and cash equivalents in connection with the purchase of subsidiaries/
business:

2001 2000

HK$'000 HKS$'000

Cash consideration paid (407,018) (703,637)

Bank balances and cash acquired 52,568 177,325
Net cash outflow of cash and cash equivalents in

connection with the purchase of subsidiaries/business (354,450) (526,312)

The subsidiaries/business acquired during the year contributed cash outflow of HK$26,486,000 (2000:
HK$107,130,000) to the Group’s net operating cash outflow, paid HK$16,659,000 in 2000 in respect of net returns
on investments and servicing of finance, received refund of income tax of HK$1,213,000 in 2000, received
HK$6,056,000 (2000: utilised HK$139,959,000) in respect of investing activities and utilised HK$3,037,000 (2000:
HK$177,088,000) in respect of financing activities.

The subsidiaries/business acquired during the year contributed HK$99,967,000 (2000: HK$66,208,000) to the
Group’s turnover, and HK$87,730,000 (2000: HK$9,074,000) to the Group’s loss from operations.
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39.

40.

ANALYSIS OF CHANGES IN FINANCING DURING THE YEAR

Share Payables  Obligations

capital  Bank loans Amounts due to under hire

and share and other Minority due to related purchase

premium  borrowings  shareholders associates companies contracts

HK$'000 HK$°000 HK§'000 HK§'000 HK§'000 HK$000

Balance at 15t January, 2000 2,292,178 1,272,307 1,356,532 - - -
Proceed on issue of new shares, net of expenses 45,530 - - - - -
New borrowings obtained - 1,509,767 - - - -
Contribution from mirority shareholders - - 15,348 - - -
Purchase of additional interest in subsidiaries - - (11,514) - - -
Repayments - (1,243,438) - - - -
Acquisition of subsidiaries/business - 457,665 549,164 - - -
Disposal/partial disposal of subsidiaries - (61,465) (76,472) - - -
Loss attributable to minority shareholders - - (88,809) - - -
Non-cash related movements - - 4,748 - - -
Dividends paid to minority shareholders - - (23,140) - - -
Balance at 31st December, 2000 2,337,708 1,934,856 1,725,857 - - -
Capital Reorganisation (414,881) - - - - -
New borrowings obtained - 1,183,688 - - - 53
Contribution from minority shareholders - - 42,602 - - -
Repayments - (1,393,529) - - (16,917) 9)
Advance - - - 9,625 53,409 -
Acquisition of subsidiaries/business - 104,941 51,738 - - 143
On disposal/partial disposal of subsidiaries - (314,750) (35,268) - - -
Loss attributable to minority shareholders - - (408,399) - - -
Non-cash related movements - - (5,345) - - -
Dividends paid to minority shareholders - - (4,124) - - -
Balance at 31st December, 2001 1,922.827 1,515,206 1,367,061 9,625 36,492 187

MAJOR NON-CASH TRANSACTIONS

During the year, the major non-cash transactions are as follows:

(a)

(b)

(©)
(GY)

(e)

Decrease in interest in associates of approximately HK$37,032,000 and other receivables of approximately
HK3$18,465,000 were part of the consideration paid for acquisition of subsidiaries.

Additions to interest in associates of approximately HK$9,556,000 and loan receivables of approximately
HK36,400,000 were part of consideration received for disposal of certain subsidiaries.

Additions to toll highway of HK$188,331,000 were transferred from advances to contractors.

Hire purchase arrangements in respect of property, plant and equipment with a capital value of the contracts
amounted to approximately HK$53,000.

Investment in securities of approximately HK$64,295,000 was reclassified as interest in associates following
the increase of the Group’s interest in the associate.

In 2000, the major non-cash transactions are as follows:

Addition to investments in securities of HK$18,691,000 and receivables of HK$32,015,000 were part of the
consideration received from the disposal of a subsidiary. Increase in investments in securities of HK$7,542,000

Interest in associates of HK$4,817,000 was reclassified as investments in securities following the dilution

Convertible note receivable from an associate of HK$232,110,000 was set off against the amount of
consideration required for the acquisition of interest in a company from the associate.

(a)
was the settlement of an outstanding receivable.
of the Group’s interest in the associate.

(b)

(©)

Properties under/held for development of HK$43,009,000 was transferred to properties held for sale.
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41.

42.

COMMITMENTS

At the balance sheet date, the Group had the following capital commitments:

THE GROUP THE COMPANY
2001 2000 2001 2000
HK$000 HK$'000 HKS$'000 HK3'000
Contracted for but not provided in the financial
statements in respect of:
— Land development right 214,254 - 214,254 -
— Property, plant and equipment 18,005 - - -
- Properties under/held for development 26,902 23,640 - -
— Properties under construction 129,393 227,150 - -
— Construction in progress 10,849 173,849 - -
399,403 424,639 214,254 —
Authorised but not contracted for in respect
of property, plant and equipment 35,096 — — —

OPERATING LEASE COMMITMENTS

The Group has made approximately HK$17,432,000 (2000: HK$10,091,000) minimum lease payments under
operating leases during the year in respect of office premises.

The Group as lessee

At the balance sheet date, the Group and the Company had commitments for future minimum lease payments under
non-cancellable operating leases in respect of land and buildings which fall due as follows:

THE GROUP THE COMPANY
2001 2000 2001 2000
HK$'000 HK$'000 HK$'000 HK$'000
Within one year 26,429 4,802 992 142
In the second to fifth years inclusive 25,482 8,720 - -
Over five years 1,678 - - -
53,589 13,522 992 142

Lease are negotiated for an average term of two to three years and rentals are fixed for an average of two to three
years. .

The Group as lessor

Property rental income earned during the year was HK$11,914,000 (2000: HK$11,442,000). Certain of the properties
have committed tenants for next three to seven years.

At the balance sheet date, the Group had contracted which tenants for the following future minimum lease payments:

THE GROUP
2001 2000
HKS$'000 HKS$’000
Within one year 9,479 11,413
In the second to fifth years inclusive 18,633 18,936
Over five years 994 2,775
29,106 33,124
L] . ]
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43. CONTINGENT LIABILITIES

(a)

(b)

©

(d)

(e)

THE GROUP THE COMPANY
2001 2000 2001 2000
HK$'000 HK$°000 HK$’000 HK3’000
Corporate guarantee given by the
Company for banking facilities
granted to subsidiaries - - 95,243 50,000
Extent of the Group’s share of facilities
utilised in respect of guarantees given to
financial institutions to secure credit
facilities granted to subsidiaries - - 13,000 71,500
Other guarantees issued to:
Associates 2,357 2,357 - -
Outsiders 180,725 278,689 780 780
183,082 281,046 109,023 122,280

The Company granted a guarantee in favour of MTR Corporation Limited (“MTR”) in respect of outstanding
rent and obligations under the tenancy agreement entered into between Tung Fong Hung Medicine (Retail)
Limited, a wholly-owned subsidiary of the Company and MTR for the leased properties.

In August 1999, the architect of Paul Y. Plaza (formerly known as Jiangnan Centre) initiated legal proceedings
against Eventic Limited (“Eventic”), a wholly-owned subsidiary of China Land in respect of claim for
payment of service fees and other expenses of HK$0.6 million and HK$6.6 million respectively.

Eventic has vigorously defended the claims and made a counterclaim for loss and damages suffered due to
insufficient supervision services provided.

In view of the counterclaim made by Eventic, the architect amended its total claims to HK$7.7 million. At
the date of this report, the proceedings are still ongoing. After taking into consideration the advice of China
Land’s legal counsel, the directors consider the outcome of the proceedings will not have material adverse
financial effect on the Group.

In July 2001, Huizhou World Express Property Ltd. (*Huizhou World Express™), an indirect non-wholly
owned subsidiary of China Land, initiated legal proceedings against the Huizhou Municipal Government of
the Guangdong Province the PRC, in its capacity as the guarantor of Huizhou Jia Cheng Group Co., Ltd.
(“Huizhou Jia Cheng”), the main contractor for the construction of Hongkong Macau Square, under a
guarantee letter dated 7th September, 1994 executed by the Huizhou Municipal Government in favour of
Huizhou World Express. The amount claimed by Huizhou World Express was approximately RMB243.6
million, being the construction costs of approximately RMB167.5 million paid by Huizhou World Express
to Huizhou Jia Cheng together with the damages for the amount of approximately RMB76.1 million.

As at the date of this report, Huizhou World Express is waiting for the hearing of the case. At this stage, the
outcome cannot be predicted with certainty. As the total construction costs of Hongkong Macau Square has
already been written off, the directors are of the opinion that there is unlikely to be any material adverse
financial impact on the Group in the event that the final judgement is not in favour of Huizhou World
Express.

In November 2001, the purchasers (the “Purchasers”) on certain properties of Hongkong Macau Square,
Huizhou according to the pre-sale agreements dated 7th September, 1994 initiated legal proceedings against
Huizhou World Express for failure to hand over the properties of Hongkong Macau Square to the Purchasers.
The amounts claimed by the Purchasers were approximately HK$76.6 million, being the pre-sale deposit
together with damages of approximately RMB64.2 million and relevant legal expenses.

In January 2002, Huizhou World Express filed in its defences alleging that in accordance with the terms of
the above-mentioned agreements, any disputes between the contractual parties should be resolved by means
of arbitration. As at the date of the report, the Intermediate People’s Court of Huizhou, Guangdong Province,
is still considering the cases. At this stage, the outcome cannot be predicted with certainty and no further
provision has been made in the financial statements.
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44,

45.

PLEDGE OF ASSETS

At 31st December, 2001, the following assets were pledged to secure credit facilities granted to the Group:

(a) Bank loans and other borrowings — due after one year

Investment properties with a carrying value of HK$17,630,000 (2000: HK$32,130,000)

Certain property, plant and equipment with a carrying value of HK$234,462,000 (2000: HK$238,033,000)

Investment in security of HK$5,244,000 (2000: Nil).

Certain shares in associates with carrying value of approximately HK$53,194,000 (2000: Nil).

(b) Bank loans and other borrowings - due within one year

Bank deposits of HK$83,520,000 (2000: HK$612,351,000).

Longchen Xinyuan pledged its right to toll fee income to a bank to secure the credit facilities for the year ended

31st December, 2000 and 2001.

At 31st December, 2000, a subsidiary of China Land issued two debentures in favour of a bank by way of creating
a first floating charge on its entire interest in Longchen Xinyuan pledged with a carrying value of HK$618,999,000
to secure the credit facilities. The debentures were released upon repayment of the bank borrowings during the

year.

RELATED PARTY TRANSACTIONS

During the year, the Group entered into the following transactions with related companies as follows:

Name of company

Pacificnet

Sing Pao Newspaper

Management Limited

Star East Management

Limited

Lucklong

Danwei

Total Pacific Limited

Mass Success International
Limited

Hanny Magnetics Limited

ITC Management Limited

Nature of transactions

Management fee income received and

receivable by the Group

Loan interest income received and
receivable by the Group

Loan interest income received and
receivable by the Group

Loan interest income received and
receivable by the Group

Loan interest income received and
receivable by the Group

Rental income received and
receivable by the Group

Rental expenses paid and
payable by the Group

Building management fee paid and
payable by the Group

Management fee paid and payable
by the Group

Loan interest expense paid and payable

by Group

Loan interest paid and payable
by the Group
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Star East Holdings Limited, in which certain directors of the Company had beneficiary interest.

Name of company Nature of transactions Notes 2001 2000
HKS$'000 HK$'000
Paul Y. - ITC (E & M) Repair and maintenance fee paid and
Company Limited payable by the Group ) 33 -
Purchase of fixed assets by the Group 8 -
Mechanical and electrical service
fee paid and payable by the Group 702 -
Paul Y. - ITC Construction Interest paid and payable by the Group ) 151 -
Limited
Super Park Development Motor vehicles purchased by
Limited the Group (e) 400 -
Star East (Taishan Motor vehicles purchased by
Properties) Limited the Group (©) 216 -
Gunnell Properties Rental expenses paid and payable
Limited by the Group 63) 2,386 -
Cycle Company
Limited
Tung Fong Hung Loan interest income received and
receivable by the Group (h) 105 -
Cargill Private Limited Proceeds on disposal of
: motor vehicles received and
receivable by the Group (1) 1,826 -
Notes:
(a) Pacificnet is an associate of the Group.
(b) Sing Pao Newspaper Management Limited is a wholly-owned subsidiary of an associate of the Group.
(c) Star East Management Limited and Star East (Taishan Properties) Limited are wholly-owned subsidiaries of

(d) Danwei and Lucklong are companies, in which certain directors of the Company are the directors of their

ultimate holding company and the directors of Danwei and Lucklong.

(e) Total Pacific Limited and Super Park Development Limited are wholly-owned subsidiaries of a former

associate of the Group.

) Mass Success International Limited, Hanny Magnetics Limited, Paul Y. (E & M) Company Limited, Paul Y.
- ITC Construction Limited, Gunnell Properties Limited and Cycle Company Limited are wholly-owned
subsidiaries of a substantial shareholder of the Company.

(g) ITC Management Limited is the shareholder of the Company’s substantial shareholder.

(h) Tung Fong Hung is a former associate of the Group.

(1) Cargill Private Limited is an associate of Mr. Oei Hong Leong, an ex-director of the Company.

Details of balances with related parties as at the balance sheet date are set out in the consolidated balance sheet and

in notes 22 and 29.

In the opinion of the directors, the above transactions were undertaken in the ordinary course of business transactions
and the terms were mutually agreed between the Group and the related parties.

Save as disclosed above, there were no other significant transactions with related parties during the year or
significant balances with them at the end of the year.
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46.

47.

RETIREMENT BENEFIT SCHEME

The Company and its subsidiaries in Hong Kong do not operate retirement schemes covering their local permanent
employees before st December, 2000. The amount of provision for long service payments and the related charge to
the income statement for the year ended 31st December, 2000 are immaterial.

With effect from 1st December, 2000, the Group has joined a mandatory provident fund scheme (“MPF Scheme”).
The MPF Scheme is registered with the Mandatory Provident Fund Scheme Authority under the Mandatory Provident
Fund Schemes Ordinance. The assets of the MPF Scheme are held separately from those of the Group in funds
under the control of an independent trustee. Under the rules of the MPF Scheme, the employer and its employees
are each required to make contributions to the scheme at rates specified in the rules. The only obligation of the
Group with respect to the MPF Scheme is to make the required contributions under the scheme. No forfeited
contributions are available to reduce the contributions payables in the future years.

The retirement benefit scheme contributions relating to the MPF Scheme charged to the income statement represent
contributions payable to the scheme by the Group at rates specified in the rules of the schemes.

The amount of contributions payable to pension schemes in jurisdictions other than Hong Kong are charged to the
income statement.

The employees in the joint venture subsidiaries in the PRC are members of the state-sponsored pension scheme
operated by the government in the PRC. The joint venture companies are required to contribute a certain percentage
of their payroll to the pension scheme to fund the benefits. The only obligation of the Group with respect to the
pension scheme is to make the required contributions under the scheme.

At the balance sheet date, there were no significant forfeited contributions which arose upon employees leaving the
scheme prior to their interests in the Group's contributions becoming fully vested and which are available to reduce
the contributions payable by the Group in future years.

POST BALANCE SHEET EVENTS
The following events occurred subsequent to the balance sheet date:

(a) China Enterprises, a subsidiary of the Company, through a wholly-owned subsidiary, entered into agreement
to acquire approximately 4,800,000,000 new ordinary shares of HK$0.01 each in Ananda Wing On Travel
(Holdings) Limited (“Ananda Wing On”), a company listed on the Hong Kong Stock Exchange, for a
consideration of approximately HK$129,600,000.

China Enterprises also entered into agreements with Ananda Wing On whereby Ananda Wing On agreed to
issue convertible note with principal amount of HK$120,000,000 to China Enterprises.

The transactions has not yet been completed at the date of this financial statements.

(b) China Land, a subsidiary of the Company, announced that the agreement entered by the wholly-owned
subsidiary of China Land on 13th July, 2001 regarding the acquisition of certain properties in Beijing, the
PRC, at an aggregate consideration of approximately HK$188 million has become null and void as the
results of the due diligence investigation of the properties were not up to the reasonable satisfaction to
China Land.

On the same date, China Land also announced that a non wholly-owned subsidiary of China Land renounced
the options agreed to grant to that subsidiary on 13th July, 2001 to acquire the development rights for up to
600,000 square meters, being the intended total gross floor area of Phase III of Jiulong Garden in Beijing,
the PRC, at a consideration of RMB1,700 per square meter due to non-fulfilment of the condition set out in
the agreement in relation to the options.

(c) Pursuant to a resolution passed at a board of directors’ meeting of the Company held on 14th March, 2002,
the Company proposed to issue not less than 921,957,884 new shares of HK$0.10 each by way of rights
issue (“Rights Issue”) at a subscription price of HK$0.15 per share to the existing shareholders, in the
proportion of two rights shares for every one existing share held, with the bonus issue of warrants.

The bonus issue of warrants will be issued to the shareholders under the Rights Issue on the basis of three
units of subscription rights with initial subscription price of HK$0.17 each of every ten new shares taken

up.

The transactions have not yet been completed at the date of this financial statements.

— 86 -



APPENDIX 1 FINANCIAL INFORMATION

STATEMENT OF INDEBTEDNESS
Borrowings

At the close of business on 28 February 2002 (being the latest practicable date for the purpose of
this indebtedness statement prior to the printing of this circular), the Group had outstanding borrowings
of approximately HK$1,728 million, comprising secured bank loans of approximately HK$686 million,
unsecured bank loans of approximately HK$1,016 million, amount due to a substantial shareholder of the
Company’s shareholder of approximately HK$25 million, amount due to a related company of
approximately HK$1.36 million and obligations under hire purchase contracts of approximately HK$0.2
million. Included in the unsecured bank loans are amounts of approximately HK$767 million which are
guaranteed by minority shareholders of subsidiaries of the Company.

Debt securities
As at 28 February 2002, the Group had no debt securities.
Securities and guarantees

The secured borrowings as shown above were secured by certain property, plant and equipment of
the Group with an aggregate net book value of approximately HK$254 million, the right to receive the
toll fee income of a subsidiary of the Group which is engaged in the operation of a toll highway, interests
in associates with a carrying value of approximately HK$53 million, investment properties of approximately
HK$14 million, investment securities of approximately HK$5 million and bank deposits of approximately
HK$54 million and all the assets of a subsidiary of the Company.

Contingent liabilities

As at 28 February, 2002, the Group had contingent liabilities in respect of guarantees in favour of
banks for facilities granted to an associate of approximately HK$180 million, a related company of
approximately HK$2.4 million and third parties of approximately HK$6.6 million.

Disclaimer

Save as aforesaid and apart from intra-group liabilities and the litigation as set out under the
section headed *“Litigation” in appendix VI to this circular, the Group did not have, at the close of
business on 28 February 2002, any loan capital issued and outstanding or agreed to be issued, bank
overdrafts, loans or other similar indebtedness, liabilities under acceptances or acceptance credits,
debentures, mortgages, charges, obligations under hire purchases contracts or finance leases, guarantees,
or other material contingent liabilities.

Foreign currency amounts have been translated into Hong Kong Dollars at the exchange rates
prevailing at the close of business on 28 February 2002.

The Directors have confirmed that there has been no material change in the indebtedness and
contingent liabilities of the Group since 28 February 2002 and up to the Latest Practicable Date.

WORKING CAPITAL

The Directors are of the opinion that based on available banking and other facilities and the
internal resources of the Group, together with the expected net proceeds of the Rights Issue, the
Group has sufficient working capital for its present requirements.
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MATERIAL CHANGES

As at the Latest Practicable Date, the Directors are not aware of any material adverse change in the
financial or trading position of the Group since 31 December 2001, the date to which the latest published
financial statements to the Group were made up.

PROFORMA NET TANGIBLE ASSETS VALUE OF THE GROUP

HK3'000
Audited net assets value of the Group as at 31 December 2001 2,220,790
Less: Intangible Asset
— Goodwill (32,708)
Audited net tangible assets value of the Group before Rights Issue 2,188,082
Net proceeds from the issue of the Rights Issue Shares 135,000
Proforma unaudited adjusted consolidated net tangible assets value of the Group
upon completion of the Rights Issue (assuming no Share Option and
Bonus Warrant are exercised before the Record Date) 2,323,082
Net proceeds from exercise of Share Options 1,569
Net proceeds from exercise of Share Options for issue
of the Rights Issue Shares 113
Proforma unaudited adjusted consolidated net tangible assets value of the Group
upon completion of the Rights Issue (assuming all Share Option and
no Bonus Warrant are exercised before the Record Date) 2,324,764

Number of issued shares before the Rights Issue (Assuming no Share Option exercised) 460,978,942

Number of issued shares upon completion of the Rights Issue (Assuming no Share Option
and Bonus Warrants are exercised before the Record Date) 1,382,936,826

Number of issued shares upon completion of the Rights Issue (Assuming all Share Option

and no Bonus Warrant are exercised before the Record Date) 1,384,067,076
Audited net tangible assets value per share before Rights Issue HK$4.75

Proforma unaudited adjusted consolidated net tangible assets value of the Group
per Share based on 1,382,936,826 Shares in issue upon completion
of the Rights Issue (Assuming no Share Option and Bonus Warrant are
exercised before the Record Date) HK$1.68

Proforma unaudited adjusted consolidated net tangible assets value of the Group
per Share based on 1,384,067,076 Shares in issue upon completion
of the Rights Issue (Assuming all Share Option and no Bonus Warrant are
exercised before the Record Date) HKS$1.68

Note: Assumed that Underwriting Agreements become unconditional at the Record Date.
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APPENDIX III : - PROPERTY VALUATION

RHL Appraisal Ltd.
BRI ic4) s B e R A

Member of RHL international Praperty Consultants
X F 47 BoERERMS K8 Surveyors, Valuers, Land & Property Consultants

10 May 2002

The Directors

China Strategic Holdings Limited
8th Floor Paul Y. Center

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong

Dear Sirs,

Re: Valuation of Factory Building at Jin Hua Zhong Road, High Technology Industrial Development
Zone, Shalang Town, Zhongshan, Guangdong Province, the People’s Republic of China (the
“PRC”)

1. INSTRUCTION

In accordance with the instructions from China Strategic Holdings Limited (referred to as the
“Company”), we have conducted a valuation of the captioned property interest (referred to the “Property™)
situated in the PRC. We confirm that we have carried out property inspections, made relevant enquiries
and obtained such further information as we consider necessary for the purpose of providing our opinion
of the open market value of the Property as at 28th February 2002 (referred to as the “date of valuation™)
for accounting purpose. ‘

2. BASIS OF VALUATION

The valuation is our opinion of the open market value which we would define as intended to mean
“the best price at which the sale of an interest in the property would have been completed unconditionally
for cash consideration on the date of valuation, assuming:

(1) a willing seller;

(ii) that, prior to the date of valuation, there had been a reasonable period (having regard to the
nature of the property and the state of the market) for the proper marketing of the interest, for
the agreement of price and terms and for the completion of the sale;

(iii) that the state of the market, level of values and other circumstances were, on any earlier
assumed date of exchange of contracts, the same as on the date of valuation; '

(iv) that no account is taken of any additional bid by a prospective purchaser with a special
interest; and
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(v) that both parties to the transaction had acted knowledgeably, prudently and without
compulsion”.

3. VALUATION METHODOLOGY

In view of the nature of the building of the Property which has no readily identifiable market, we
have adopted the “Depreciated Replacement Cost” method in assessing it. It is a method of using current
replacement costs to arrive at the value to the business in occupation of the property as existing at the
date of valuation. This method of valuation requires an estimated of value of the land in its existing use
and an estimate of the new replacement cost of the building and other site work, from which deductions
are then made to allow for age, condition, functional obsolescence, etc. The depreciated replacement cost
approach generally furnishes the most reliable indication of value for property in the absence of a known
market based on comparisons with like properties.

As the Property is assessed by the “Depreciated Replacement Cost” approach, our opinion of value
is subject to the fact that prospective earnings would provide a reasonable return on the appraised
property, plus the value of any assets not included in the appraisal, and adequate net working capital.

4. ASSUMPTION

Our valuation has been made on the assumption that the owner sells the Property on the open
market in its existing state without the benefit of deferred term contracts, leasebacks, joint ventures,
management agreements or any similar arrangements which would serve to affect the value of the
Property.

As the Property is held by the owner on long term land use right contracts, we have assumed that
the owner has free and uninterrupted rights to use the Property for the whole of the unexpired terms of its
land use right contracts subject to payment of annual land use fee, if any, to the government.

Other special assumptions in relation to each property, if any, have been stated in the footnotes to
the valuation certificate.

5. TITLE INVESTIGATION

We have been provided with certain legal documents regarding the Property. However, we did not
conduct investigation for the legal title or any liabilities attached to the Property due to the current
registration system of the PRC.

As specified in the Land Use Right Certificate (No. 140003) and the Building and Land Ownership
Certificate (No. 2076853), the land use rights in the Property is held by Champion Palace Development

Limited for a term of 50 years expiring on 11th November 2043.

All legal documents disclosed in this report are for reference only and no responsibility is assumed
for any legal matters concerning the legal title to the Property.
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We have also been provided with a legal opinion prepared by the PRC lawyer of the Company in
relation to the legal title to, and the nature of, the land interest in the Property.

6. LIMITING CONDITIONS

We have inspected the Property, but no structural survey has been made. In the course of our
inspection, we did not note any serious defects. We are not, however, able to report that the Property is
free from rot, infestation or any other structural defects. No tests were carried out on any of the services.
All dimensions, measurements and areas are approximations.

The market value estimate contained within this report specifically excludes the impact of structural
damage or environmental contamination resulting from earthquakes or other causes. It is recommended
that the reader of this report consults a qualified structural engineer and/or environmental auditor for the
evaluation of possible structural/environmental defects, the existence of which could have a material
impact on market value.

No soil analysis or geological studies were ordered or made in conjunction with this report, nor
were any water, oil, gas, or other subsurface minerals use rights or conditions investigated.

Substances such as asbestos, urea-formaldehyde foam insulation, other chemicals, toxic wastes, or
other potentially hazardous materials could, if present, adversely affect the value of the Property. Unless
otherwise stated in this report, its existence on the Property was not considered by the appraiser in the
development of the conclusion of value. The stated value estimate is predicated on the assumption that
there is no material on or in the Property that would cause such a loss in value. No responsibility is
assumed for any such conditions, and the client has been advised that the appraiser is not qualified to
detect such substances, quantify the impact on values, or develop the remedial cost.

No allowance has been made in our valuation for any charges, mortgages, land premium or amounts
owing on the Property nor for any expenses or taxation which may be incurred in effecting a sale. It is
assumed that the Property is free from encumbrances, restrictions and outgoings of an onerous nature
which could affect its value.

We have relied to a considerable extent on the information provided by the Company and have
accepted advice given to us by the Company on such matters as statutory notices, easements, tenure,
occupation, tenancy details, floor areas and in the identification of the Property.

We have no reason to doubt the truth and accuracy of the information as provided to us by the
Company. We have relied on the Company’s confirmation that no material facts have been omitted from
the information supplied.

No allowance has been made in our valuations for any charges, mortgages or amounts owing on the
Property nor for any expenses or taxation which may be incurred in effecting a sale. Unless otherwise
stated, we have assumed that the property interests are free from encumbrances, restrictions and outgoings
of an onerous nature which could affect its value.
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7. REMARKS

We have valued the Property in Hong Kong Dollars. The conversion of Renminbi (RMB) into Hong
Kong Dollars (HKS$) is based on the factor of HK$1.00 = RMB1.06 with reference to the exchange rates
as prevailing on the date of valuation.

8. OPINION OF OPEN MARKET VALUE

In view of all relevant circumstances, we are of the opinion that the Open Market Value of the
Property as at 28th February 2002 with the benefit of vacant possession is in the sum of HONG KONG
DOLLARS SIX MILLION ONLY (HK$6,000,000).

In preparing this valuation report, we have compiled with all the requirements contained in the
Listing Rules and Practice Note 12 issued by the Stock Exchange.

We enclose herewith the valuation certificate.
Yours faithfully,

For and on behalf of
RHL Appraisal Ltd.

Serena S.W. Lau Tse Wai Leung
AHKIS AAPI RPS(GP) BSc MRICS AHKIS RPS(GP)
Managing Director Director

Serena S. W. Lau, who is an Associate of the Hong Kong Institute of Surveyors, an Associate of the Australian Property Institute
and a Registered Professional Surveyor in General Practice, and Tse Wai Leung, who is a member of the Royal Institution of
Chartered Surveyors, an Associate of the Hong Kong Institute of Surveyor and a Registered Professional Surveyor in General
Practice, have over six years’ experience in valuation of properties in Hong Kong, in Macau and in the PRC.
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Property

Factory Building at
Jin Hua Zhong Road,
High Technology

VALUATION CERTIFICATE

Description and tenure

The property comprises a site with an
area of 2,750.30 square metres on

which a 2-storey factory building being

Capitai value in
Particulars of existing state as at
occupancy 28th February 2002
The property is HK$6,000,000
currently owner

occupied as a

Industrial decorated and used as a pharmactueal pharmaceutical

Development factory is erected. The gross floor area factory.

Zone, of the building is 2,958.50 square

Shalang Town, metres.

Zhongshan,

Guangdong Province,  Level 1 of the building accommodates

the PRC offices, store rooms and cold store.

Level 2 is partitioned into various
production workshops. The building is
equipped with air-conditioning system
and waste water treatment plants

The property is held for a term of 50
years for industrial use expiring on
11th November 2043.

Notes:

1. As specified in a Land Use Rights Certificate (No. 140003) dated 26th March 1999 issued by the State Land Administration
Bureau of Zhongshan, the property is held by Champion Palace Development Limited (7 %8 88 f& 5 fR 44 &) (which is an
indirect wholly owned subsidiary of the Company) for industrial use for a term of 50 years expiring on 11th November
2043. Subsequently, a Land Ownership Certificate (No. 2076853) dated 16th July 1999 in relation to the property was
issued in the name of Champion Palace Development Limited (@ 2% BAH R A F)) .

2. The PRC legal opinion on the property is summarized as follows:

i. the land and building of the property are held by Champion Palace Development Limited (& &% BH R &) ;
ii. Champion Palace Development Limited is the exclusive user of the subject land and the exclusive owner of the

subject building and its interest in the property is protected by law int PRC; and

iii. Champion Palace Development Limited has the rights to transfer, to lease, to charge or to dispose of the property
subject to relevant legal formalities.
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N\ B, RHL Appraisal Ltd.
RN 4 e P

KFTERYEBEENEEXE Surveyors, Valuers, Land & Property Consultants

10 May 2002

The Directors

China Strategic Holdings Limited
8/F., Paul Y. Center

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong

Re: Valuation for 32nd Floor, Hing Wai Centre, No. 7 Tin Wan Praya Road, Aberdeen, Hong
Kong

1. INSTRUCTION

In accordance with the instruction from Fast Settle Development Company Limited (referred to as
the “Company”) for us to value the captioned property (the “Property”) as at 28th February 2002 (referred
to as the “date of valuation”), we confirm that we have carried out inspection, made relevant enquiries
and obtained such further information as we consider necessary for the purpose of providing our opinion
of the open market value of the Property as at the date of valuation.

2.  BASIS OF VALUATION
The valuation is our opinion of the open market values which we would define as intended to mean
“the best price at which the sale of an interest in property would have been completed unconditionally
for cash consideration on the date of valuation, assuming:
(i)  a willing seller;
(ii) that, prior to the date of valuation, there had been a reasonable period (having regard to the
nature of the property and the state of the market) for the proper marketing of the interests,

for the agreement of price and terms and for the completion of the sale;

(iii) that the state of the market, level of values and other circumstances were, on any earlier
assumed date of exchange of contracts, the same as on the date of valuation;

(iv) that no account is taken of any additional bid by a purchaser with a special interests; and

(v) that both parties to the transaction had acted knowledgeably, prudently and without
compulsion”.
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3.  VALUATION METHODOLOGY

In valuing the Property, the “Direct Comparison Method” is adopted where comparison based on
prices realised on actual sales of comparable properties in made. Comparable properties of similar size,
character and location are analyzed and carefully weighted against all the respective advantages and
disadvantages of each property in order to arrive at a fair comparison of capital values.

As the Property are subject to a tenancy expiring on 31st October 2005, we also adopt the “Investment
Method” by capitalizing the amount of rent receivable for the residue term of the tenancy with due
allowance of the value of its reversionary interest based on its open market value.

4. ASSUMPTIONS

Our valuation has been made on the assumption that the owner sells the Property in the open
market in their existing state without the benefit of deferred term contracts, leasebacks, joint ventures,
management agreements or any similar arrangements which would serve to affect the values of the
Property.

5. TITLE INVESTIGATION

We have caused searches to be made at the appropriate Land Registries for the Property. However,
we have not verified ownership of the Property nor the existence of any lease amendments which does
not appear on the copies handed to us. No responsibility regarding legal title to the Property is assumed
in this valuation.

6. LIMITING CONDITIONS

We have inspected the exterior of the Property, but no structural surveys has been made. In the
course of our valuation, we did not note any serious defects. We are not, however, able to report that the
Property are free from rot, infestation or any other structural defects. No tests were carried out on any of
the services. All dimensions, measurements and areas are only approximation.

We have relied to a considerable extent on the information provided by the Company and have
accepted advises given to us by the Company on such matters as statutory notices, easements, tenure,
occupation, construction costs, site and floor areas and in the identification of the Company.

We have had no reason to doubt the truth and accuracy of the information provided to us by the
Company. We have also advised by the Company that no material facts have been omitted from the
information supplied.

No allowance has been made in our valuation for any charges, mortgages or amount owing on any
property interests nor for any expense or taxation which may be incurred in effecting a sale. We have
assumed that the Property are free from encumbrances, restrictions and outgoings of any onerous nature
which could affect its value.
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7.  OPINION OF OPEN MARKET VALUE

It is of our opinion that the aggregated Open Market Value of the Property as at the date of
valuation, subject to the existing tenancy and free of any encumbrances is in the sum of HK$12,000,000.
(HONG KONG DOLLARS TWELVE MILLION ONLY).

We enclosed herewith the valuation certificate.

Yours faithfully,
For and on behalf of
RHL Appraisal Ltd.

Tse Wai Leung
BSc MRICS AHKIS RPS(GP)

Director
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Property

32nd Floor,

Hing Wai Centre,
No.7 Tin Wan Praya
Road,

Aberdeen, Hong
Kong

12.565/102,588th
parts or

shares of and in
Aberdeen

nland Lot No. 414

Notes:

VALUATION CERTIFICATE

Description and tenure

The subject property comprises the
whole of the 32nd floor of a 35- storey
(including basement, ground and upper
ground floors) industrial building
completed in about 1991. The gross
floor area of the subject property is

approximately 27,280 sq.ft.

The subject property is held under
Conditions of Exchange No. 12040
commencing on 21st January 1989 and

expiring on 30th June 2047.

The annual Government Rent payable
for the subject property is an amount
equal to 3% of the rateable value for

the time being of the subject property.

Particulars of

Occupancy

The subject property
is subject to a
tenancy agreement
for a term of 5 years
commencing on 1lst
November 2000 and
expiring on 31st
October 2005 at a
monthly rental of
HK$40,000 exclusive
of rates and

management fee.

Capital value in
existing state as at
28th February 2002

HK$12,000,000

1. The current registered owner of the subject property is Fast Settle Development Company Limited vide memorial no.
5760127 dated 20th July 1993,

2. A Certificate of Compliance (from Director of Buildings & Lands, District Lands Office, H.K. South to WMKY Architects
Engineers) is registered under memorial no. 4866409 dated 14th June 1991.

3. A Deed of Mutual Covenant is registered under memorial no. 4911259 dated 28th June 1991 which was re-registered via
memorial no. 6097437 dated 28th June 1991,

4. Sub-deed of Mutual Covenant in favour of Hopewell Property Management Company Limited is registered under memorial
no. 5715421 dated 15th June 1993.
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W .3 414 RHL Appraisal Ltd.
ﬂ‘\ & A4 F 46 T B2

KMITERYEBEREERRB Surveyors, Valuers, Land & Property Consultants

10 May 2002

The Directors

China Strategic Holdings Limited
8th Floor, Paul Y. Center

51 Hung To Road

Kwun Tong

Hong Kong

Dear Sirs,

Re: Valuation of the Various Units of Chuang’s Garden, Chuang’s New Town, Danshui Town,
Huiyang City and the Development Site of Lang De Dong, Fu Cheng Town, Taishan Municipality,
Guangdong Province, the PRC

1. INSTRUCTION

In accordance with the instructions from China Land Group Limited (referred to as the “Company”),
we have valued the captioned properties (referred to as the “Properties”) situated in the People’s Republic
of China (referred to as the “PRC”). We confirm that we have carried out property inspections, made
relevant enquires and obtained such further information as we consider necessary for the purpose of
providing our opinion of the open market value of the Properties as at 28th February 2002 (referred to as
the “valuation date”™).

This letter, which forms part of our valuation report explains the basis and methodology of valuation
and set out assumptions made and other qualifications.

2.  BASIS OF VALUATION
Our valuation is our opinion of the open market value which we would define as intended to mean
“the best price at which the sale of an interest in the property would have been completed unconditionally
for cash consideration on the date of valuation assuming:
(1)  awilling seller;
(ii) that, prior to the date of valuation, there had been a reasonable period (having regard to the
nature of the property and the state of the market) for the proper marketing of the interest, for

the agreement of price and terms and for the completion of the sale;

(iii) that the state of the market, level of values and other circumstances were, on any earlier
assumed date of exchange of contracts, the same as on the date of valuation;
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(iv) that no account is taken of any additional bid by a purchaser with a special interest; and

(v) that both parties to the transaction had acted knowledgeably, prudently and without
compulsion”.

3. VALUATION METHODOLOGY

In valuing the Properties, the direct comparison method is adopted where comparison based on
prices information of comparable properties is made. Comparable properties of similar size, character
and location are analysed and carefully weighed against all the respective advantages and disadvantages
of each property in order to arrive at a fair comparison of capital values.

4. ASSUMPTIONS

Our valuation has been made on the assumption that the owner sells the Properties on the open
market in the existing state without the benefit of deferred terms contracts, leasebacks, joint ventures,
management agreements or any similar arrangements which would serve to affect the values of the
Properties.

We have assumed that the owners have free and uninterrupted rights to use the Properties for the
whole of the unexpired term of its Land Use Right Contract.

We have also assumed that the owner of the Properties has the rights to sell, mortgage, charge or
otherwise dispose of the Properties to any person without payment of any additional premium or substantial
fee to government authorities.

Other special assumptions for our valuation (if any) have been stated out in the footnotes of the
valuation certificate attached herewith.

5. TITLE INVESTIGATION

We have been provided with copies of legal documents regarding the properties under valuation.
However, due to the current registration system of the PRC, no investigations have been made for the
legal title or any liabilities attached to the properties in the PRC.

In the course of valuation, we have relied upon the legal opinions as stated in the property title
report dated 15th April 2002 given by King & Wood PRC Lawyers (referred to as the “PRC Lawyer”) in

relation to the legal title to and the nature of the land interests in the Properties.

All legal documents disclosed in this report, if any, are for reference only and no responsibility is
assumed for any legal matters concerning the legal title to the property interests set out in this report.
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6. LIMITING CONDITIONS

We have inspected the exterior of the Properties valued and, where possible, we have also inspected
the interior of the premises but no structural survey has been made. In the course of our inspection, we
did not note any serious defects. We are not, however, able to report that the Properties are free from rot,
infestation or any other structural defects. No tests were carried out or any of the services. All
dimension, measurements and areas are based on the information supplied by the Company and where
possible, they will be verified by us by referring to the copies of documents available to us.

We must point out that we have not carried out site investigations to determine the suitability of the
ground conditions or the services of any. development site of the Properties. Our valuation is on the basis
that these aspects are satisfactory and that no extraordinary expenses or delays will be incurred during
the construction period. All dimensions, measurements and areas are approximations.

We have relied to a considerable extent on the information provided by the Company and have
accepted advice given to us by the Company on matters such as statutory notices, easements, tenure,
occupancy, site and floor areas and in the identification of the Properties.

We have no reason to doubt the truth and accuracy of the information as provided to us by the
Company. We have relied on the Company’s confirmation that no material facts have been omtitted from
the information supplied.

No allowance have been made in our valuation for any outstanding land premium charge, mortgage
or amount owing the Properties nor for expense or taxation which may be incurred in effecting a sale.
We have assumed that the Properties are free from encumbrances, restrictions and outgoing of an onerous
nature which could affect the value.

7. REMARKS

We have valued the Property in Hong Kong Dollars. The conversion of Renminbi (RMB) into
Hong Kong Dollars (HKS) is based on the factor of HK$1.00 = RMB1.068 with reference to the exchange
rates as prevailing on the date of valuation.

We enclose herewith summary of valuation and valuation certificate.
Yours faithfully,

For and on behalf of
RHL Appraisal Ltd.

Serena S.W. Lau Tse Wai Leung
AHKIS AAPI RPS(GP) BSc MRICS AHKIS RPS(GP)
Managing Director Director

Serena S. W. Lau, who is an Associate of the Hong Kong Institute of Surveyors, an Associate of the Australian Property Institute
and a Registered Professional Surveyor in General Practice, and Tse Wai Leung, who is a member of the Royal Institution of
Chartered Surveyors, an Associate of the Hong Kong Institute of Surveyor and a Registered Professional Surveyor in General
Practice, have over six years’ experience in valuation of properties in Hong Kong, in Macau and in the PRC.
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SUMMARY OF VALUATION

Capital value in existing
states as at
Property 28th February, 2002

1. The unsold portion of the Commercial Podium HK$28,000,000
of Block Nos. 12, 13 and 15 and
the 239 unsold residential units of Block Nos. 12, 13 and 15,
Chuang’s Garden,
Chuang’s New Town,
Danshui Town,
Huiyang City,
Guangdong Province,
the PRC.

2. Development Site of HK$26,000,000
Lang De Dong,
Fu Cheng Town,
Taishan Municipality,
Guangdong Province,
the PRC.

Total: HK$54,000,000
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Property

The unsold
portion of the
Commercial
Podium of Block
Nos. 12, 13 and
15 and the 239
unsold residential
units of Block
Nos. 12, 13 and
15, Chuang’s
Garden, Chuang’s
New Town,
Danshui Town,
Huiyang City,
Guangdong
Province, the
PRC.

VALUATION CERTIFICATE

Description and tenure

Chuang’s New Town comprises two
irregular-shaped sites segregated by a
road and having a combined area of
200,000 square metres being 101,400
square metres and 98,600 square
metren for the eastern and western
portions respectively.

Chuang’s New Town currently
comprises Lambda Building and Yuen
Sang Building of 3 and 4 storeys
respectively and three 8-storey
dormitory blocks with the 1st level
designated as a common commercial
podium all completed in 1993, three
16-storey residential blocks erected
upon a single-storey commercial
podium (namely Block Nos. 1, 2, and
3), another three 16-storey residential
blocks erected upon a single-storey
commercial podium (namely Block
Nos. 12, 13 and 15), and eight 7-storey
residential blocks (namely Block Nos.
4 to 11) all completed between 1995
and 1996, and a parcel of vacant land.

The Property comprises the unsold
portion of the Commercial Podium of
Block Nos. 12, 13 and 15 and the 239
unsold residential units of Block Nos.
12, 13 and 15 of the development.

The Property has a total gross floor
area (“G.F.A.”) of 19,101.69 square
metres which is broken down as
follows:

Use G.F.A. (sq. m.)
Commercial 979.87
Residential 18,121.82

19,101.69

The land use rights in the Property
have been granted for a term of 70
years from 21st October 1993 to 20th
October 2063.
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28th February, 2002

Particulars of
occupancy

As confirmed by the HK$28,000,000
Company, the

Property was vacant

as at the valuation

date.
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Notes:

5.

As stipulated in the Land Use Right Certificate date 30th December, 1993, the land use rights in the Property are held
by Chuang’s Development (China) Led. (iE %8 (FE) MR A ) for a term of 70 years commencing on 21st
October 1993 and expiring on 20th October 2063.

As stipulated in two sets of Property Ownership Certificate both dated 24th May 1995, the buildings of the Property
are held by Chuang’s Development (China) Ltd. (3L 3B (R E) AR L F) .

Pursuant to an Agreement for Sale and Purchase dated 18th July 1997 entered into between Chuang’s Development
(China) Ltd. GE - % & (1 E) H R ) {Party A} and Alpha Sheen Development Limited (FE % B H W 24 7))
{Party B}, Party B agreed to acquire the Property from Party A. As advised by the Company, the aforesaid transaction
was completed on 3rd October 1997,

The legal opinion given by the PRC Lawyer on the property is summarized as follows:

(i)

(i

(iii)

Pursuant to the Land Use Right Certificate (being 2 F5 AF B i 5 (93)%8 13210108369 ((Hui Yang Fu Guo
Yong Li (93) No.1321010836)),chuang’s Development (China) Ltd has obtained the land use Rights of the
Site with Lot No0.01-23-6. The site area is 200,000 sq.m. and the land use term is commencing from 21st
October 1993 till 20th October 2063 for residential / commercial use.

An Agreement for Sale and Purchase (¥ 5 -GF-96-No0.0000273 (No. Hui Yang-GF-96-N0.0000273)) dated
18th July 1997 entered into between chuang’s Development (China) Ltd and Alpha Sheen Development
Limited, an indirect subsidiary company of China Strategic Holdings Limited has been attested by the Attesting
Office of the Huryang City. According to het above Agreement Chuang’s Development (China) Ltd. agreed to
transfer the commodity housing units (being the units held under Building Ownership Certificate Nos. 3466622,
3466628, 3466623 and 3466629) exected upon the site (Lot No. 01-23-6) to alpha Sheen Development Limited.
Upon the transfer of title, the land use rights of the land of which the buildings crected will be transferred
together. According to the conditions as stated in the Agreement, Chuang’s Development (China) Lid. should
assist Alpha Sheen Development Limited to apply for the title registration.

According to the Agreement, Alpha Sheen Development Limited can according to the law and regulation to
complete the registration regarding the transferring of title of the captioned land use right and units. Upon the
registration, Alpha Sheen Development Limited will be entitled to transfer, lease, and mortgage the said land
use right and Buildings.

In our valuation, we have assumed that the title registration ny Alpha Sheen Development Limited is completed.

- 108 -



APPENDIX III

PROPERTY VALUATION

Property

VALUATION CERTIFICATE

Capital value in
existing state as at
28th February 2002

Particulars of

Description and tenure occupancy

Development Site
of Lang De Dong,
Fu Cheng Town,

The property comprises a development
site with an area of approximately

231,759 square metres. It is designated

The property is

currently vacant.

HK$26,000,000

Taishan for a proposed residential and
Municipality, commercial development.
Guangdong
Province, the The property is held for a term of 70
PRC. years commencing on 5th November
1993 and expiring on 4th November
2063.
Notes:
1. Pursuant to three sets of Land Use Right Contract all dated 4th November 1993, the Land Administration Bureau of
Taishan City granted the land use rights in the property to Yetwide Investments Limited (Chinese Name) for a term of
70 years between Sth November 1993 and 4th November 2063.
2. By virtue of a Trust Deed dated 30th September 2000 entered into between Taishan Dexiang Estate Company Limited
(B 1L T =4 S #h B 4 BR 4> Al) (the “Trustee™) and Yetwide Investments Limited (the “Beneficial Owner”), the
Beneficial Owner agreed to transfer to the property to the Trustee. It is further provided that the Trustee, in fact, holds
the property and all contracts entered into by the Trustee in its name in relation to the property and all interest and
benefits accrued or to be accrued upon the property in trust for the Beneficial Owner.
3. Three sets of Land Use Right Certificate all dated 30th September 2000 were issued in the name of Taishan Dexiang
Estate Company Limited by the Land Administration Bureau of Taishan.
4. The legal opinion given by the PRC Lawyer on the property is summarized as follows:

Pursuant to three sets of Land Use Right Certificate (being & B F (2002)=F 5 01096%%, 010979% and 01098%%)
(Tai Gao Yong (2002) Zi Nos. 01096, 01097 and 01098). Taishan Dexiang Estate Company Limited has obtained
the land use rights of the Property with a total site area of 231,759 sq.m. and a land use term up to 4th November
2063 for residential use.

O]

Taishan Dexinang Estate Company Limited is entitled to transfere, lease or mortage the land use rights.

@
(iili)  Pursuant to a Trust Deed dated 30th September 2000 entered between Tasishan Dexinnag Estate company
Limited and Yetwide Investments Limited, it is agreed that Taishan Dexiang Estate Company Limited is the
trustee of Yetwide Investments Limited to hold the interest of the land use rights together with any buildings
erected upon. Is its agreed that the Laws of the Hong Kong Special Administration Region shall apply on the
captioned Trust Deed.
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T::LI GRANT SHERMAN APPRAISAL LIMITED

10 May 2002

The Directors

China Strategic Holdings Limited
8/F., Paul Y. Centre

51 Hung To Road

Kwun Tong, Kowloon

Hong Kong |

Dear Sirs,

In accordance with your instructions to value certain properties in which China Strategic Holdings
(the “Company”) and its subsidiaries (together the “Group”™) have interest, we confirm that we have
carried out inspections, made relevant enquiries and obtained such further information as we consider
necessary for the purpose of providing you with our opinion of the values of such interests as at 28
February 2002 (referred to as the “valuation date”).

This letter which forms part of our valuation report explains the basis and methodology of valuation,
and sets out our assumptions, title investigation and limiting conditions.

BASIS OF VALUATION
Our valuation 1s based on the depreciated replacement cost or open market value basis.

The depreciated replacement cost is defined as “the aggregate amount of the value of the land for
the existing use or a notional replacement site in the same locality and the gross replacement cost of the
buildings and other site works, from which appropriate deductions may then be made to allow for the
physical deterioration, economic and functional obsolescence and environmental factors etc. All of these
might result in the existing property being worth less to the undertaking in occupétion than would a new
replacement”.

Gross replacement cost is defined as the estimated amount required to replace an asset at one time
with a modern new one using the most current technology and materials that will duplicate the production
capacity and utility of the existing asset at current market prices for materials, labour, and manufactured
equipment, contractors, overhead and profit, and fees, but without provision for overtime, bonuses for
labour, or premiums for material or equipment.

Physical deterioration is the loss in value resulting from wear and tear in operation and exposure to
the elements.

Functional obsolescence is the loss in value caused by conditions within the assets such as changes
in design, materials, or process that result in inadequacy, overcapacity, lack of utility, or excess operating
COSts.
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Economic/external obsolescence is an incurable loss in value caused by unfavourable conditions
external to the asset such as the local economy, economics of the industry, availability of financing,
encroachment of objectionable enterprises, loss of material and labour sources, lack of efficient
transportation, shifting of business centers, passage of new legislation, and changes in ordinances.

For the property interests which have been assessed by reference to the “Depreciated Replacement
Cost” approach, our opinion of value is subject to the fact that prospective earnings would provide a
reasonable return on the property, plus the values of other assets of the Group and adequate net working

capital.

The open market value is defined as intended to mean — “the best price at which the sale of an
interest in a property might reasonably be expected to have been completed unconditionally for cash
consideration on the date of valuation assuming:

(i) a willing seller;

(ii) that prior to the date of valuation, there had been a reasonable period (having regard to the
nature of the property and the state of the market) for the proper marketing of the interest, for
the agreement of price and terms and for the completion of the sale;

(iii) that the state of the market, level of values and other circumstances were, on any earlier
assumed date of exchange of contracts, the same as on the date of valuation;

(iv) that no account is taken of any additional bid by a purchaser with a special interest; and

(v) that both parties to the transaction had acted knowledgeably, prudently and without
compulsion.”

The direct comparison method is adopted where comparison based on prices realised on actual
sales of comparable properties is made. Comparables of similar size, character and location are analysed
and carefully weighed against all the respective advantages and disadvantages of each property in order
to arrive at a fair comparison of capital values.

Due to the nature of the buildings and structures on properties itemized as Nos. 1 to 13 in this
report (referred to as “Properties Nos.1 to 13), there are no market sales comparables. Therefore, the
property interests have been valued on the basis of their depreciated replacement cost. For Properties
Nos.14 and 15, our opinion is based on the open market value.

Our valuations represent the value of the entire property interests described in the valuation
certificates and not the value of a contracting party’s interest in a joint venture company.
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ASSUMPTIONS

For those property interests which are being held under long term Land Use Right Certificates, we
have assumed that the owner has free and uninterrupted rights to use the property for the whole of the
unexpired term of the Land Use Rights.

We have also assumed that all consents, approvals and licenses from relevant government authorities
for the properties have been granted without any onerous conditions or undue time delay which might
affect their values. Also, we have assumed that the Group has been permitted to use all buildings and
structures erected on the site.

It is assumed that all applicable zoning and use regulations and restrictions have been complied
with unless nonconformity has been stated, defined, and considered in the appraisal report. Moreover, it
is assumed that the utilization of the land and improvements is within the boundaries of the property
described and that no encroachment or trespass exists, unless noted in the report.

No environmental impact study has been ordered or made. Full compliance with applicable national,
provincial and local environmental regulations and laws is assumed unless otherwise stated, defined, and
considered in the report. It is also assumed that all required licenses, consents, or other legislative or
administrative authority from any local, provincial, or national government or private entity or organization
either have been or can be obtained or renewed for any use which the report covers.

We believe that the assumptions so made by us in the course of our valuation are reasonable in the
circumstances. Other special assumptions for valuing the properties have been stated in the footnotes of
the valuation certificate.

TITLE INVESTIGATION
We have been provided with copies of relevant legal documents of the properties by the Company.

Furthermore, we were provided with the legal opinions from & ¥ 18 %5 & fff & % FT (GFE Law
Office) as reported on 8 May 2002 in relation to the properties. The content of the Legal Opinions is
summarized in the footnotes of the valuation certificates.

All legal documents disclosed in this report are for reference only and no responsibility is assumed
for any legal matters concerning the legal title to the property interests set out in this report.

LIMITING CONDITIONS

We have relied to a considerable extent on the information provided by the Company and the
Group and have accepted advice given to us by the Company on matters such as statutory notices,
easements, tenure, occupancy, site and floor areas and in the identification of the appraised properties.
We have also accepted advice given to us by the Company on matters such as statutory notices, easements,
tenure and the identification of the properties. We have no reason to doubt the truth and accuracy of the
information provided to us by the Group and the Company. We have relied on your confirmation that no
material fact has been omitted from the information so supplied. All dimensions, measurements and areas
stated in this report are approximate.
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No allowance has been made in our valuation for any charge, mortgage or amount owing on the
properties nor for any expenses or taxation which may be incurred in effecting a sale. It is assumed that
the properties are free from encumbrances, restrictions and outgoings of an onerous nature which could
affect their value.

We have carried out inspection of the properties. However, we must point out that we have not
carried out site investigation to determine the suitability of the ground conditions or the services for any
property development thereon. Our valuation is on the basis that these aspects are satisfactory and that no
extraordinary expense or delay will be incurred during the construction period.

We have also inspected the interior of some of the buildings but no structural survey has been
made. In the course of our inspection, we did not note any serious defects. We are not, however, able to
report that the properties are free from infestation or any other structural defects. No test was carried out
on any of the services.

The valuation contained in this report specifically excludes the impact of structural damage or
environmental contamination resulting from earthquakes or other causes. It is recommended that the
reader of this report consults a qualified structural engineer and/or environmental auditor for the evaluation
of possible structural/environmental defects, the existence of which could have a material impact on the
value.

No soil analysis or geological study was ordered or made in conjunction with this report, nor were
any water, oil, gas, or other subsurface mineral use rights or conditions investigated.

Substances such as asbestos, urea-formaldehyde foam insulation, other chemicals, toxic wastes, or
other potentially hazardous materials could, if present, adversely affect the value of the properties.
Unless otherwise stated in this report, its existence on or in the properties was not considered by the
appraiser in concluding the valuation. The stated value estimate is predicated on the assumption that
there is no material on or in the buildings that would cause such a loss in value. No responsibility is
assumed for any such conditions, and the client has been advised that the appraiser is not qualified to
detect such substances, quantify the impact on values, or develop the remedial cost.

We have not investigated in any industrial safety, environmental and health-related regulations in
association with any particular manufacturing process of the Group. It is assumed that all necessary
licenses, procedures, and measures were implemented in accordance with Government legislation and
guidance.
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REMARKS

The property has been valued in Hong Kong Dollar at the exchange rate as on 28 February 2002 of
RMB1.000 to HK$0.942.

We enclose herewith the valuation certificate.

This valuation report is issued subject to our general service conditions.

Yours faithfully,
For and on behalf of
GRANT SHERMAN APPRAISAL LIMITED
Henry W H Tse
MRICS, AHKIS
Assistant Vice President
Real Estate Group

Note: Mr. Henry W H Tse, who is a Chartered Valuation Surveyor, has substantial experience in valuation of properties in
the PRC.
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SUMMARY OF VALUATION

Capital value in the

existing state as at

Property 28 February 2002
HKS$

1. Land, various buildings and structures located at No commercial value
No.1 Haichao Road
Hangzhou
The People Republic of China

2. Land, various buildings and structures located at No commercial value
Yangxi Town
Jiande County
Hangzhou
The People Republic of China

3. A parcel of land with two warehouses and an No commercial value
ancillary building erected thereon located at Jiangbian
Yangxi Town
Jiande County
Hangzhou
The People Republic of China

4, A parcel of land with a warehouse erected thereon No commercial value
located at Wangjia
Yangxi Town
Jiande County
Hangzhou :
The People Republic of China

5. Land, various buildings and structures No commercial value
located at
Beidagiao,
Moganshan Road
Hangzhou
The People Republic of China

6. Land, various buildings and structures No commercial value
located at ’
No. 197 Xingiao Road
Maozhushan,
Gaogiao Town
Fuyang City
Hangzhou
The People Republic of China

Sub-total: No commercial value
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10.

11.

12.

13.

Property

Land, various buildings and structures located at
No. 12 Huaiyuandong Road

Xinchengqu

Yinchuan City

Ningxia

The People Republic of China

Land and a building located at
Huaiyuandong Road
Xinchengqu

Yinchuan City

Ningxia

The People Republic of China

Land, various buildings and structures located at
No. 39 Dazhai Trade Zone

Xiyang County

Shanxi Province

The People Republic of China

Land, various buildings and structures located at
No. 221 Jiangdongbei Road

Ningbo City

The People Republic of China

Land, various buildings and structures located at
No. 81 Daqing Road South

Ningbo City

The People Republic of China

Land, various buildings and structures located at
No. 53 Xicaoma Road

Ningbo City

The People Republic of China

Land, various buildings and structures located at
No. 22 Xinyi Road

Ningbo City

The People Republic of China
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Sub-total:

Capital value in the
existing state as at
28 February 2002
HK$

No commercial value

No commercial value

No commercial value

No commercial value

No commercial value

No commercial value

No commercial value

No commercial value
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PROPERTY VALUATION

14.

15.

Property

House F3 and House B2
Yangguang City

Dongyinhu Town

Ningbo City

The People Republic of China

Unit 28 on 9th Floor

Beijing Huapu International Plaza
Jishikou District South

Chaoyang Menwaidajei

Beijing City

The People Republic of China
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Capital value in the
existing state as at
28 February 2002

HKS$

1,700,000

5,000,000

Sub-total: 6,700,000
Grand Total: 6,700,000
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Property

1. Land, various
buildings and
structures located
at No.l
Haichao Road
Hangzhou
The People
Republic of China

Notes.

VALUATION CERTIFICATE

Particulars of

Description and tenure occupancy

The property comprises certain The property is
buildings, structures and ancillary currently occupied as
facilities built upon a parcel of land of a production plant
about 99,990 square metres. The total manufacturing

gross floor area of the erected vehicle tyres.

buildings and ancillary facilities is
about 133,157 square metres and is
summarized as follows:

Number Gross
Usage of Blocks Floor Area
Workshop 23 98,282
Warehouse 21 16,131
Office 5 7,352
Ancillary facilities 19 11,392
Total: 68 133,157

Building Ownership Certificates for
buildings having a total area of about
113,300 square metres have been
issued. (see note 2)

The majority of the buildings,
structures and ancillary facilities were
completed in between 1978 and 1998.

Capital value in
Existing state as at
28 February 2002
HK$

No commercial value

[¢)) Pursuant to the State-owned Land Use Rights Certificates i £ % B & (1999) % 000002 to 000004 (Hang Shang Zi
Guo Yong (1999) Nos. 000002 to 000004), the land use rights of the land with a site area of approximately 90,464
sq.m. have been granted to AL M F KB B A R 7 (Hangzhou Zhongce Rubber Co Ltd) for industrial uses for a
term expiring on 11 June 2042.

Pursuant to the State-owned Land Use Rights Certificates Hi L B F (1997)F % 81 and 82 (Hang Shang Guo Yong
(1997) Nos. 81 and 82), the land use rights of the land with a site area of approximately 9,526 sq.m. have been granted
to BT M o K MU (AR 11)# PR 2 & (Hangzhou Zhongce Rubber Co Ltd) for industrial and storage uses with no specific

year term.

(2)  Pursuant to 58 Building Ownership Certificates, the ownership of the buildings is vested in FL M PR R IEH R 7
(Hangzhou Zhongce Rubber Co Ltd).

(€)) Opinions of the PRC Lawyers are summarized as follows:

(i) Referring to notes (1) and (2) above, M 1 5§ # B 75 R 2> & (Hangzhou Zhongce Rubber Co Ltd) is the legal
owner of the property interests.

(ii) N R I2H 4 & (Hangzhou Zhongee Rubber Co Ltd) is a sino-foreign joint venture company invested
by H1 N B2 B (Hangzhou Rubber Factory) (equity share 49%) and " B ¥ 5 £ B %5 R 22 & (China Tire
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C))

(5)

(6)

N

Holdings Limited) (51%) and established on 12 June 1992 for an operation period of 50 years. The company
has obtained a Business License 18 & #7 51 88 57 800021639 (No. Qi He Xi Hang Zong Zi 000216) and is a
legally established legal entity in the PRC.

In our valuation, we have assumed that the joint venture company is in possession of proper title to use the property
for a term equivalent to the operation period of the company.

In the valuation of this property, we have not included the value of the buildings and structures without Building
Ownership Certificates. For information purposes and based on our calculation and analysis, the depreciated replacement

cost of those buildings is HK$15,300,000.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
have obtained building ownership certificates is HK$70,200,000.
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Capital value in

Particulars of Existing state as at
Property Description and tenure occupancy 28 February 2002
HK$
2. Land, various The property comprises certain The property is No commercial value
buildings and buildings, structures and ancillary currently occupied as
structures located  facilities built upon a parcel of land of a production plant
at Yangxi Town about 74,691 square metres. The total manufacturing
Jiande County gross floor area of the erected vehicle tyres.
Hangzhou buildings and ancillary facilities is
The People about 62,334 square metres and is
Republic of summarized as follows:
China
Number Gross
Usage of Blocks Floor Area
Workshop 14 38,137
Warehouse 1 5,490
Office 3 4,474
Dormitory 10 6,434
Ancillary facilities 14 7,779
Total: 42 62,334

Building Ownership Certificates for
buildings having a total area of about
48,540 square metres have been issued.
(see note 2)

The majority of the buildings,
structures and ancillary facilities were
completed in between 1971 and 2001.

Notes:

n Pursuant to a State-owned Land Use Rights Certificate 3 & f (89) F % 0001%% (Jian Guo Yong (89) No. 0001), the
land use rights of the land have been granted to L 1| % B8 B V¥ 1% %% 75 7+ B (Hangzhou Rubber Factory Yangxi Tire
Branch Factory) for industrial building and living quarter uses with no specific year term.

2) Pursuant to Building Ownership Certificates, the ownership of buildings having a total area of about 44,110 sq.m. is
vested in #7148 ¥ & 4+ Bk (Hangxiang Yangxi Branch Factory).

Pursuant to 8 Building Ownership Certificates, the ownership of buildings having a total area of about 4,022 sq.m. is
vested in FLJH PR M B H R 4 B B £ 14 B (Hangzhou Zhongee Rubber Co Ltd Xinangjiang Branch Factory).

Pursuant to 3 Building Ownership Certificates, the ownership of buildings having a total area of about 408 sq.m. is
vested in L JH R KB BR /2 7 1 & L4 2 B (Hangzhou Zhongee Rubber Co Ltd Xinangjiang Company).

3) Opinions of the PRC Lawyers are summarized as follows:

(i) Referring to notes (1) and (2) above, 4% # ¥ & 5> B (Hangxiang Yangxi Branch Factory), 1 i & 5K 48 2 5 iR
25 A ¥ & VL 4y B (Hangzhou Zhongce Rubber Co Ltd Xinangjiang Branch Factory) and #1JH R K BB & R4
B Hi KL/ F (Hangzhou Zhongee Rubber Co Ltd Xinangjiang Company) are the legal owners of the respective
property interests.

(11) B R R AR BB PR 4 & (Hangzhou Zhongce Rubber Co Ltd) is a sino-foreign joint venture company invested
by i JH # B2 % B (Hangzhou Rubber Factory) (equity share 49%) and % B & fif 5 [ F B8 2\ ] (China Tire
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C))

(5)

6)

n

(iii)

Holdings Limited) (51%) and established on 12 June 1992 for an operation period of 50 years. The company
has obtained a Business License 4 & 81 #1 44 = 5500021695 (Qi He Xi Hang Zong Zi No. 000216) and is a
legally established legal entity in the PRC.

HU ¥ ¥ 1% 4> B (Hangxiang Yangxi Branch Factory) is a branch factory of A1 M 4 2 # & (Hangzhou Rubber
Factory). The property titie has not been transfered to the joint venture company. According to the joint venture
contract and the confirmation made by the Company, the property owned by the branch factory should be
transfered to the joint venture company. Provided that it is in accordance with the relevant land law and
regulations, the joint venture company may apply for the transfer of property title and obtain the title without
legal impediment.

In our valuation, we have assumed that the joint venture company is in possession of proper title to use the property
for a term equivalent to the operation period of the company.

In the valuation of this property, we have not included the value of the buildings without Building Ownership
Certificate. For information purposes and based on our calculation and analysis, the depreciated replacement cost of
those buildings is HK$13,000,000.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial

value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
have obtained building ownership certificates is HK$27,300,000.
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Capital value in
Particulars of Existing state as at

Property Description and tenure occupancy 28 February 2002

HK$

3. A parcel of land The property comprises a parcel of The property is No commercial value
with two land with an area of about 4,360 square  currently occupied as
warehouses and metres with two single-storey and a 2- warehouses.
an ancillary storey buildings built thereon. The total
building erected gross floor area of the buildings is
thereon located at  about 829 square metres.

Jiangbian

Yangxi Town The building, structures and ancillary
Jiande County facilities were completed in between
Hangzhou 1979 and 1987.

The People

Republic of

China

Notes:

1)

(2)

(3)

G

(5)

(6)

Pursuant to a Building Ownership Certificate, the ownership of the buildings is vested in Hi 3 ¥ & 4> B (Hangxiang
Yangxi Branch Factory).

For the land on which the buildings erected, according to a Land Use Contract 2002 3 + #M& 5 1% (2002 Jian Tu
Wai He Zi No. 1) entered between B 87 Bl = ¥ ¥§ /5 (State-owned Land Bureau of Jiande City) (Party A) and #1 M
HRBBEERA EH KIS B (Hangzhou Zhongee Rubber Co Ltd Xinanjiang Branch Factory) (Party B), it is
allow to be used by Party B for a term of three years from 1 January 2002 at a yearly land use fee of RMB 9 per square
metre,

Opinions of the PRC Lawyers are summarized as follows:
(i) BL# 2 4 X (Hangxiang Yangxi Branch Factory) is the legal owner of the buildings.

(i) WM EBBEH RN E (Hangzhou Zhongce Rubber Co Ltd) is a sino-foreign joint venture company invested
by#L M # B2 % B (Hangzhou Rubber Factory) (equity share 49%) and P B # A% 52 [ % fR 2 & (China Tire
Holdings Limited) (51%) and established on 12 June 1992 for an operation period of 50 years. The company
has obtained a Business License 1 & # #1 £ 5 55000216 %% (No. Qi He Xi Hang Zong Zi 0000216) and is a
legally established legal entity in the PRC.

(iity VLA E4Y B (Hangxiang Yangxi Branch Factory) is a branch factory of 41/ #t #2 # B (Hangzhou Rubber
Factory). The property title has not been transfered to the joint venture company. According to the joint venture
contract and the confirmation made by the Company, the property owned by the branch factory should be
transfered to the joint venture company. Provided that it is in accordance with the relevant land law and
regulations, the joint venture company may apply for the transfer of property title and obtain the title without
legal impediment.

In our valuation, we have assumed that the joint venture company is in possession of proper title to use the property
for a term equivalent to the operation period of the company.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
is HK$98,000.
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Capital value in

Particulars of Existing state as at
Property Description and tenure occupancy 28 February 2002
HK$
4. A parcel of land The property comprises a warehouse The property is No commercial value
with a warehouse built upon a parcel of land of about 855  currently occupied as
erected thereon square metres and has a gross floor a warehouse.
located at area of about 353 square metres
Wangjia completed in 1982.

Yangxi Town
Jiande County
Hangzhou

The People
Republic of China

Notes:

(D

@)

(3)

4)

(5

(6)

Pursuant to a Building Ownership Certificate, the ownership of the building is vested in #1388 ¥ & 4+ Bk (Hangxiang
Yangxi Branch Factory).

For the land on which the building is erected, according to a Land Use Contract 2002 2 1 #M & F 158 (2002 Jian Tu
Wai He Zi No. 1) entered between B 77 B = & & (State-owned Land Bureau of Jiande City) (Party A) and H1
FREBERAAH LI B (Hangzhou Zhongce Rubber Co Ltd Xinanjiang Branch Factory) (Party B), it is
allow to be used by Party B for a term of three years from | January 2002 at a yearly land use fee of RMB 9 per square
metre.

Opinions of the PRC Lawyers are summarized as follows:
® BL A& ¥ 1E 47 & (Hangxiang Yangxi Branch Factory) is the legal owner of the building.

(ii) BN K BB B 4T BR & B) (Hangzhou Zhongee Rubber Co Ltd) is a sino-foreign joint venture company invested
by #L M ¥ B2 8 B (Hangzhou Rubber Factory) (equity share 49%) and ¥ Bl %5 #§ 52 B B R 24 7 (China Tire
Holdings Limited) (51%) and established on 12 June 1992 for an operation period of 50 years. The company
has obtained a Business License (No.4® 5 il #1 % = 5 000216%% Qi He Xi Hang Zong Zi 000216) and is a
legally established legal entity in the PRC.

(i) MU HE S B (Hangxiang Yangxi Branch Factory) is a branch factory of #1 JI| #2 2 #2 Bk (Hangzhou Rubber
Factory). The property title has not been transfered to the joint venture company. According to the joint venture
contract and the confirmation made by the Company, the property owned by the branch factory should be
transfered to the joint venture company. Provided that it is in accordance with the relevant land law and
regulations, the joint venture company may apply for the transfer of property title and obtain the title without
legal impediment.

In our valuation, we have assumed that the joint venture company is in possession of proper title to use the property
for a term equivalent to the operation period of the company.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
and structures which have obtained building ownership certificates is HK$124,000.
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Property

5. Land, various
buildings and

Description and tenure

The property comprises certain
buildings, structures and ancillary

Particulars of
occupancy

The property is
currently occupied as

Capital value in
Existing state as at
28 February 2002
HK$

No commercial value

structures facilities built on a parcel of land of a production plant
located at about 41,190 square metres. The total manufacturing
Beidagiao gross floor area of the erected vehicle tyres.
Moganshan buildings and ancillary facilities is
about 34,594 square metres and
Road . .
comprises the following:
Hangzhou
The Pe9p1e Number Gross
Republic of Usage of Blocks Floor Area
China
Workshop 5 17,224
Warehouse 15 9.213
Office 2 3,562
Plant room 5 1,477
Ancillary facilities 6 3,118
Total: 33 34,594
Building Ownership Certificates for
buildings having a total area of about
26,619 square metres have been issued.
(see note 2)
The majority of the buildings,
structures and ancillary facilities were
completed in between 1993 and 2000.
Notes:

0]

)

3)

4)

Pursuant to the State-owned Land Use Rights Certificate L #: B F (2000) 5 % 000291%% (Hang Gong Guo Yong
(2000) No. 000291), the land use rights of the land have been granted to 4 J| ¥ i85 I 7k & 4% BB & (Hangzhou
Rubber Group Yong Gu Rubber Factory) for industrial uses with no specific year term.

Pursuant to 10 Building Ownership Certificates, the ownership of the buildings is vested in 4 | 7k Bl # BB B (Hangzhou
Yong Gu Rubber Factory).

Opinions of the PRC Lawyers are summarized as follows:

O]

(i1)

(i)

Referring to notes (1) and (2) above, i M # 12 4 1 7k & # B B (Hangzhou Rubber Group Yong Gu Rubber

Factory) and i M| 7k B # 3 B (Hangzhou Yong Gu Rubber Factory) are the legal owners of the respective
property interests.

B BB E IR A 7 (Hangzhou Zhongee Rubber Co. Ltd.)is a sino-foreign joint venture company invested
by#Hi M ¥ B2 4 B (Hangzhou Rubber Factory) (equity share 49%) and ™ [ & it 22 M & R 4 B (China Tire
Holdings Limited) (51%) and established on 12 June 1992 for an operation period of 50 years. The company

has obtained a Business License €& & #i#1 % = %5 000216%% (No. Qi He Xi Hang Zong Zi 000216) and is a
legally established legal entity in the PRC.

FC N Ak & B B (Hangzhou Yong Gu Rubber Factory) is a branch factory of #LJH 4 8 8 B (Hangzhou
Rubber Factory).The property title has not been transfered to the joint venture company. According to the joint
venture contract and the confirmation made by the Company, the property owned by the branch factory should
be transfered to the joint venture company. Provided that it is in accordance with the relevant land law and
regulations, the joint venture company may apply for the transfer of property title and obtain the title without
legal impediment.

In our valuation, we have assumed that the joint venture company is in possession of proper title to use the property
for a term equivalent to the operation period of the company.
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&)

(6)

]

In the valuation of this property, we have not included the value of the buildings without Building Ownership
Certificate. For information purposes and based on our calculation and analysis, the depreciated replacement cost of
those buildings is HK$2,660,000. :

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
and structure which have obtained building ownership certificates is HK$17,200,000.
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Property

Land, various
buildings and
structures
located at
No. 197
Xingiao Road
Maozhushan
Gaogiao Town
Fuyang City
Hangzhou
The People
Republic of
China

Notes:

Description and tenure

The property comprises certain
buildings, structures and ancillary
facilities built on a parcel of land of
about 79,314 square metres. The total
gross floor area of the erected
buildings, structures and ancillary
facilities is about 18,944 square metres
and comprises the following:

Number Gross
Usage of Blocks Floor Area
Workshops 6 4,019
Warehouse 6 7,180
Office 1 801
Plant room 6 1,787
Dormitory 3 1,930
Ancillary facilities 12 3,227
Total: 34 18,944

Building Ownership Certificates for
buildings having a total area of about
11,116 square metres have been issued.
(see note 2)

The majority of the buildings,
structures and ancillary facilities were
completed in between 1993 and 2001.

Capital value in
Existing state as at
28 February 2002
HK$

Particulars of
occupancy

The property is No commercial value
currently occupied as
a plant producing

carbon-black.

(1)  Pursuant to the State-owned Land Use Rights Certificates & B F (1998) =¥ 5 272E 279% (Fu Guo Yong (1998) Zi
Nos. 272 to 279), the land use rights of the land have been granted to#i /i & & L1t LB (Hangzhou Fu Chun Jiang
Chemical Plant) for industrial and related uses with no specific year term.

2) Pursuant to six Building Ownership Certificates, the ownership of the buildings is vested in#i #l B & Tt TR
(Hangzhou Fu Chun Jiang Chemical Plant).

3) Opinions of the PRC Lawyers are summarized as follows:

i) Referring to notes (1) and (2) above, #JH & F VLt T B (Hangzhou Fu Chun Jiang Chemical Plant) is the
legal owner of the property interests.

iy MMEFTA THRL R (Hangzhou Fu Chun Jiang Chemical Industrial Co. Ltd.) (previously known as #i
MEF T T (Hangzhou Fu Chun Jiang Chemical Plant) as informed by the Company), is a limited
company invested by 1 M| F E BB H B4 ¥ (Hangzhou Zhongce Rubber Co Ltd) (equity share 51.24%) and
EH T L £ M F (Fu Yang Shi Industrial Group Co.) (48.76%) for an operation period of 20 years from
28 September 2001. The company has obtained a Business License (No. 3301831100207) and is a legally
established legal entity in the PRC.
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Gy

(5

(6)

M

(iity  The transfer of property title to the joint venture company has not been applied. Provided that it is in accordance
with the relevant land law and regulations, the joint venture company may apply for the transfer of property
title and obtain the title without legal impediment.

In our valuation, we have assumed that the joint venture company is in possession of proper title to use the property
for a term equivalent to the operation period of the company.

In the valuation of this property, we have not included the value of the buildings without Building Ownership
Certificates. For information purposes and based on our calculation and analysis, the depreciated replacement cost of

those buildings is HK$2,940,000.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
and structures have obtained building ownership certificates is HK$6,320,000.
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Capital value in

Particulars of Existing state as at
Property Description and tenure occupancy 28 February 2002
HK$
7. Land, various The property comprises certain The property is No commercial value
buildings and buildings, structures and ancillary currently occupied as
structures facilities built on a parcel of land of a production plant
located at about 320,026 square metres. The total manufacturing
No. 12 gross floor area of the erected vehicle tyres.
Huaiyuandong buildings, structures and ancillary
Road facilities is about 161,203 square
Xinchengqu metres and comprises the following:
Yinchuan City
Ningxia Number of Gross
The People Usage Blocks Floor Area
Republic of
China Workshop 29 87,082
Warehouse 24 32,904
Office 5 12,113
Plant room 16 8,995
Laboratory 4 3,415
Carport 4 1,843
Ancillary facilities 26 14,851
Total: 108 161,203

Building Ownership Certificates for
buildings having a total area of about
111,401square metres have been issued.
(see note 2)

The majority of the buildings,
structures and ancillary facilities were
completed in between 1965 and 2000.

Notes:

(1)  Pursuant to the State-owned Land Use Rights Certificate $8 B} Fi (1999) F 55036%% (Yin Guo Yong (1999) Zi No.
036), the land use rights of the land have been granted to$R JI| T F & (£ )5 B A R4 & (Yinchuan C.S.I. (Great
Wall) Rubber Co. Ltd.) for industrial uses with no specific year term.

(2)  Pursuant to 21 Building Ownership Certificates, the ownership of the buildings is vested in 88 )/ P K (R OB B AR
%> 7 (Yinchuan C.S.I. (Great Wall) Rubber Co. Ltd.).

3) Opinions of the PRC Lawyers are summarized as follows:

(i) Referring to notes (1) and (2) above, $RJI| # HF (OB B A R A # (Yinchuan C.S.I. (Great Wall) Rubber
Co. Ltd.) is the legal owner of the property interests.

() SFINFREE)EEER2AE (Yinchuan C.S.I (Great Wall) Rubber Co. Ltd.) is a sino-foreign joint-venture
company formed by 48 JI| # B2 #& (Yinchuan Rubber Manufacturing Plant) (equity share 49%) and 9 [ $ f5 52
H BR 22 F (China Tire Holdings Limited) (51%) for an operation period of 50 years from 18 December 1993.
The company has obtained a Business License (& & % 1 % 35000262%% Qi He Ning Zong Zi No. 000262) and
is a legally established legal entity in the PRC.
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C))

(6)

(7)

(1ii)  The buildings(with Building Ownership Certificates) having a total area of 111,271square metres is subject to a
mortgage in favour of B L 7 $R 47 2 /1| T # # X 17 (Industrial and Commercial Bank of China Yinchuan
City Xincheng Branch) for a term from 24 April 2001 to 15 April, 2006.

(iv)  The land is subject to a mortgage in favour of ¥ B 1 % $R 47 48 JI| 77 %7 #% 47 (Industrial and Commercial
Bank of China Yinchuan City Xincheng Branch) for a term of 3 year from 9 January 2001.

In our valuation, we have assumed that $8JIl 5K (B 38 B E R A & (Yinchuan C.S.I. (Great Wall) Rubber Co.
Ltd.} is in possession of proper title to use the property for a term equivalent to the operation period of the company.

In the valuation of this property, we have not included the value of the buildings without Building Ownership
Certificates. For information purposes and based on our calculation and analysis, the depreciated replacement cost of

those buildings is HK$56,000,000.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
and structures have obtained building ownership certificates is HK$80,100,000.
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Capital value in

Particulars of Existing state as at
Property Description and tenure occupancy 28 February 2002
‘ HKS
8. Land and a The property comprises a §-storey The property is No commercial value
building located composite building built on a parcel of currently occupied as
at land of about 3,624 square metres. The an office and guest
Huaiyuandong total gross floor area of the building is house.
Road about 7,311 square metres. The
Xinchengqu building was completed in about 1992.
Yinchuan City
Ningxia
The People
Republic of
China
Notes:

8y

(2)

(3)

4

(5)

Pursuant to the State-owned Land Use Rights Certificate $R B | (99) FHE037H (Yin Guo Yong (99) Zi No. 37), the
land use rights of the land have been granted tofR )il # 5% (& 38 F2 5 FR 2+ & (Yinchuan C.S.1. (Great Wall) Rubber
Co. Ltd.) for commercial service uses for a term expiring on 18 December 2043.

Opinions of the PRC Lawyers are summarized as follows:

) Referring to note (1) above, )| F (B HOB B H B A & (Yinchuan C.S.I. (Great Wall) Rubber Co. Ltd.) is
the legal owner of the land use rights.

iy SRJIFREH)BRBAR R A (Yinchuan C.S.1. (Great Wall) Rubber Co. Ltd.) is a sino-foreign joint-venture
company formed by £ /Il 4 B2 B& (Yinchuan Rubber Manufacturing Plant) (equity share 49%) and 1 Bl & fin &£
B 4 2 7] (China Tire Holdings Limited) (51%) for an operation period of 50 years from 18 December 1993.
The company has obtained a Business License (4t 8 % 5 % 55 000262%% Qi He Ning Zong Zi No. 000262) and
is a legally established legal entity in the PRC.

In our valuation, we have assumed that$R M R (EHHBRBH R A F (Yinchuan C.S.1. (Great Wall) Rubber Co.
Ltd.) is in possession of proper title to use the property for a term equivalent to the operation period of the company.

In the valuation of this property, we have not included the value of the building without Building Ownership Certificates.
For information purposes and based on our calculation and analysis, the depreciated replacement cost of this building

is HK$11,800,000.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.
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Capital value in

Particulars of Existing state as at
Property Description and tenure occupancy 28 February 2002
HK$
9. Land, various The property comprises certain The property is No commercial value
buildings and buildings, structures and ancillary currently occupied as
structures located facilities built on a parcel of land of a cement production
at about 41,669 square metres. The total plant.
No. 39 Dazhai gross floor area of the erected
Trade Zone buildings, structures and ancillary
Xiyang County facilities is about 10,186 square metres
Shanxi Province and is summarized as follows:
The People
Republic of Number Gross
China Usage of Blocks Floor Area
Workshop 10 3,481
Warehouse 9 3,328
Office 1 1,680
Plant room 4 647
Ancillary facilities 7 1,050
Total: 31 10,186

The majority of the buildings,
structures and ancillary facilities were
completed in between 1993 and 2001.

Notes:

(D) Pursuant to a Village and Township Enterprises Land Use Rights Certificate issued by the Land Use Bureau of Shanxi
Province, the land use rights of the land have been granted to Ll 75 K %& 4 3% /K8 %5 FR 2 & (Dazhai CSI Cement Co.
Ltd.) for industrial use with no specific year term.

2) Opinions of the PRC Lawyers are summarized as follows:

(i) Referring to note (1) above, Ll P K & s KB R4 ) (Dazhai CSI Cement Co. Ltd.) is the legal owner of
the land use rights.

() WA XFERKKIEHE R FE (Dazhai CSI Cement Co. Ltd.) is a joint venture company invested by K %8 £ ¥
B8 % #84 ¥] (Daizhai Economic Development Corporation) (equity share 49%) and F % £ E % [R A &) (China
Strategic Holdings Limited) (51%) and established on 13 September 1993 for an operation period of 50 years.
The company has obtained a Business License 458 ¥ % & & 58 000042%% (Qi Ge Pu Zong Fu Zi 000042) and
is a legally established legal entity in the PRC.

(3)  In our valuation, we have assumed that L1 78 K 2 47 % /K B & FR 2 &) (Dazhai CSI Cement Co. Ltd.) is in possession
of proper legal title to use the property for a term equivalent to the operation period of the company.

4 Building Ownership Certificates for the buildings have not been issued. In the course of our valuation, we have not
included the value of the buildings. For information purposes and based on our calculation and analysis, the depreciated

replacement cost of those buildings and structures is HK$10,400,000.

(5) Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.
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Property

10. Land, various
buildings and
structures located
at No. 221
Jiangdongbei
Road
Ningbo City
The People
Republic of
China

Notes.

Description and tenure

The property comprises certain
buildings, structures and ancillary
facilities built on a parcel of land of
about 31,795 square metres. The total
gross floor area of the erected
buildings, structures and ancillary
facilities is about 35,202 square metres
and is summarized as follows:

Number Gross
Usage of Blocks Floor Area
Workshop 24 21,331
Warehouse 9 8915
Office 1 2,776
Ancillary facilities 3 2,180
Total: 37 35,202

Building Ownership Certificates for
buildings having a total area of about
18,378 square metres have been issued.
(see note 2)

The majority of the buildings,
structures and ancillary facilities were
completed in between 1970 and 2001.

Particulars of
occupancy

The property is
currently occupied as
a production plant
manufacturing flour
and seasoning.

Capital value in
Existing state as at
28 February 2002
HK3

No commercial value

(1) Pursuant to the State-owned Land Use Rights Certificate R B H (1992) ¥ % 1509%% (Yong Dong Guo Yong
(1992) No. 1509), the land use rights of the land have been granted to 28 & KX %W % # Bk (Ningbo Taifeng Flour &
Mondodium Glutamate Factory) for factory building uses with no specific year term.

(2) Pursuant to a Building Ownership Certificate, the ownership of a building having an area of about 463 sq.m. is vested
in B PR KW R & A ML E (Ningbo Zhongee Taifeng Food Co. Ltd.) .

Pursuant to 9 Building Ownership Certificates, the ownership of buildings having a total area of about 17,915 sq.m. is
vested in 2 i K B K} R (Ningbo Taifeng Flour & Mondodium Glutamate Factory).

3) Opinions of the PRC Lawyers are summarized as follows:

i) Referring to notes (1) and (2) above, ZE{# K W % # B (Ningbo Taifeng Flour & Mondodium Glutamate
Factory) and Z K+ E KB & % B MR/ 8 (Ningbo Zhongee Taifeng Food Co. Ltd.) are the legal owners of
the respective property interests.

(i) T PR OKYA S M (Ningbo Zhongee Taifeng Food Co. Ltd.) is a joint venture company invested by
FEDPEERLEEHEF BT (China Food Holdings Limited) (equity share 51%) and 28 I K & 58 %7 B
(Ningbo Taifeng Flour & Mondodium Glutamate Factory) (49%) and established on 29 March 1993 for an
operation period of 50 years. The company has obtained a Business License ({& & i 4 5% % 000989%% Qi He

Zhe Yong Zong Zi No. 000989) and is a legally established legal entity in the PRC.
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4

%)

(6)

0))

(itiy ~ The property title has not been transfered to the joint venture company. According to the joint venture contract
and the confirmation made by the Company, the property owner should transfer the asset to the joint venture
company. Provided that it is in accordance with the relevant land law and regulations, the joint venture
company may apply for the transfer of property title and obtain the title without legal impediment.

(iv}  The buildings having a total area of about 17,506 square metres is subject to a mortgage.

In our valuation, we have assumed that 2§ F 5K K Y & 7 F R A 7 (Ningbo Zhongee Taifeng Food Co. Ltd.) is in
possession of proper title to use the property for a term equivalent to the operation period of the company.

In the valuation of this property, we have not included the value of the buildings and structure without Building
Ownership Certificates. For information purposes and based on our calculation and analysis, the depreciated replacement

cost of those buildings is HK$21,400,000.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
and structures have obtained building ownership certificates is HK$15,000,000.
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Property

11. Land, various
buildings and
structures located
at No. 81 Daging
Road South
Ningbo City
The People
Republic of
China

Notes:

Description and tenure

The property comprises certain
buildings, structures and ancillary
facilities built on a parcel of land of
about 54,561 square metres. The total
gross floor area of the erected
buildings, structures and ancillary
facilities is about 43,278 square metres
and is summarized as follows:

Number Gross
Usage of Blocks Floor Area
Workshop 13 23,630
Warehouse 7 5,371
Office 8 6,035
Plant room 4 983
Ancillary facilities 9 7,259
Total: 41 43278

Building Ownership Certificates for
buildings having a total area of about
30,278 square metres have been issued.
(see note 2)

The majority of the buildings,
structures and ancillary facilities were
completed in between 1964 and 2000.

Particulars of
occupancy

The property is
currently occupied as
a production plant
manufacturing
tractors.

Capital value in
Existing state as at
28 February 2002
HK$

No commercial value

n Pursuant to a State-owned Land Use Rights Certificate 0B Ff 199838 3989 %% (Bei Guo Yong (1998) No. 3989), the
land use rights of the land have been granted to & i #i ¥/ # /A # M 3% 48 Bk (Ningbo Tractor Main Factory) for
industrial uses with no specific year term.

(2)  Pursuant to 18 Building Ownership Certificates, the ownership of the buildings is vested in%E Vi i $if # 15 B 8 3 A8 K
(Ningbo Tractor Main Factory).

(3) Opinions of the PRC Lawyers are summarized as follows:

(i) Referring to notes (1) and (2) above, % i # T 4 /X B ¢ 35 # i (Ningbo Tractor Main Factory) is the legal
owner of the property interests.

(i) —HEEEPRENLBIKESMRAT (Yituo (Ningbo) C.S.I. Tractor & Automobile Co. Ltd.) is a sino-
foreign joint venture company invested by PERBHEERENEEBMAEMAA (China Tractors &
Automobiles Manufacturing Limited) (equity share 55%) and % ¥ ¥ P H R B W% M (Ningbo Tractor
Main Factory) and 5% — # i #& % 143 & R 2> 8] (Di Yi Tractor Corporation) (together 45%) for an operation
period of 50 years from 10 September 1992. The company has obtained a Business License 4 & ¥ B 8 8| &
#000596%% (Qi He Zhe Yong Zong Fu Zi No. 000396) and is a legally established legal entity in the PRC.
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4

(5

(6)

)

(iii)  The property title has not been transfered to the joint venture company. According to the joint venture contract
and the confirmation made by the Company, the property owner should transfer the asset to the joint venture
company. Provided that it is in accordance with the relevant land law and regulations, the joint venture
company may apply for the transfer of property title and obtain the title without legal impediment.

(iv)  The buildings having a total area of 30,278 is subject to a mortgage in favour of B LB $RAT | H L 4L X
#T (Industrial and Commercial Bank of China Ningbo City Jiangbei Branch).

In our valuation, we have assumed that— ¥ (B )P FIE R WK EHF R A A (Yituo (Ningbo) C.S.I. Tractor &
Automobile Co. Ltd.) is in possession of a proper title to use the property for a term equivalent to the operation period
of the company.

In the valuation of this property, we have not included the value of the buildings and structure without Building
Ownership Certificates. For information purposes and based on our calculation and analysis, the depreciated replacement

cost of those buildings is HK$6,850,000.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
and structures have obtained building ownership certificates is HK$11,000,000.
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Property

12. Land, various
buildings and
structures located
at No. 53
Xicaoma Road
Ningbo City
The People
Republic of
China

Notes:

Description and tenure

The property comprises certain
buildings, structures and ancillary
facilities built on a parcel of land of
about 8,048 square metres. The total
gross floor area of the erected
buildings, structures and ancillary
facilities is about 4,144 square metres
and is summarized as follows:

Number Gross
Usage of Blocks Floor Area
Workshop 4 2,391
Warehouse 2 1,179
Ancillary facilities 5 574
Total: 11 4,144

Building Ownership Certificates for
buildings having a total area of about
3,920 square metres have been issued.
(see note 2)

The majority of the buildings,
structures and ancillary facilities were
completed in between 1978 and 1984.

Particulars of
occupancy

The property is
currently occupied as
a plant
manufacturing
tractors.

Capital value in
Existing state as at
28 February 2002
HK$

No commercial value

(1) Pursuant to the State-owned Land Use Rights Certificate 1L B B 1998 F 5 3988 %% (Bei Guo Yong (1998) No.
3989), the land use rights of the land have been granted to 2 i #i +i # /5 5 W #5 S B (Ningbo Tractor Main Factory)
for industrial uses with no specific year term.

(2)  Pursuant to a Building Ownership Certificate the ownership of the buildings is vested in 3 # $7 # /ST N & A&
(Ningbo Tractor Main Factory).

3) Opinions of the PRC Lawyers are summarized as follows:

(i) Referring to notes (1) and (2) above, % ¥ #f $i #% /X B ¢ #& % B (Ningbo Tractor Main Factory) is the legal
owners of the property interests.

(i) —HEBFREBEKETRALE (Yituo (Ningbo) C.S.I. Tractor & Automobile Co. Ltd.) is a sino-
foreign joint venture company invested by FE R B R X E R E LB A B2 A (China Tractors &
Automobiles Manufacturing Limited) (equity share 55% and 28 i 5 H # /5 B 5 3% S R (Ningbo Tractor Main
Factory) and 25— #E R B > A R 2 & (Di Yi Tractor Corporation) (together equity share 45%) for an
operation period of 50 years from 10 September 1992. The company has obtained a Business License & & 1
B 48 8] 5 % 000596%% (Qi He Zhe Yong Zong Fu Zi No. 000596) and is a legally established legal entity in the

PRC.

(iii)  The property title has not been transfered to the joint venture company. According to the joint venture contract
and the confirmation of the Company, the property owner should transfer the asset to the joint venture company.
Provided that it is in accordance with the relevant land law and regulations, the joint venture company may

apply for the transfer of property title and obtain the title without legal impediment.
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)

&)

(6)

(7

In our valuation, we have assumed that— ¥ (B ) KB IKEF R 2 " (Yituo (Ningbo) C.S.I. Tractor &
Automobile Co. Ltd.) is in possession of a proper title to use the property for a term equivalent to the operation period
of the company.

In the course of our valuation, we have not included the value of those buildings and structure without Building
Ownership Certificate. For information purposes and based on our calculation and analysis, the depreciated replacement

cost of those buildings is HK$19,500.

Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings
and structures have obtained building ownership certificates is HK$1,410,000.
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Property

13. Land, various
buildings and
structures located
at No. 22 Xinyi
Road
Ningbo City

Description and tenure

The property comprises certain
buildings, structures and ancillary
facilities built on a parcel of land of
about 4,378 square metres. The total
gross floor area of the erected
buildings, structures and ancillary

Particulars of
occupancy

The property is
currently occupied as
a production plant
manufacturing
tractors.

Capital value in
Existing state as at
28 February 2002
HK$

No commercial value

The People facilities is about 3,937 square metres

Republic of and is summarized as follows:

China

Number Gross
Usage of Blocks Floor Area
Workshop 2 1,134
Warehouse 3 1,226
Canteen 1 1,577
Total: 6 3,937
The buildings, structures and ancillary
facilities were completed in between
1977 and 1997.

Notes:

(1)  Pursuant to the State-owned Land Use Rights Certificate 4t B f§ 19985F 25 4003%% (Bei Guo Yong (1998) No. 4003),
the land use rights of the land have been granted to ZE {3 T4 K B % B (Ningbo Tractor Main Factory) for
industrial uses with no specific term.

(2)  Pursuant to two Building Ownership Certificates, the ownership of the buildings is vested in ZE if 8 $if i % B A AR
(Ningbo Tractor Main Factory).

3) Opinions of the PRC Lawyers are summarized as follows:

(1) Referring to notes (1) and (2) above, 2 i & i # 1K B 8 B (Ningbo Tractor Main Factory) is the legal owner
of the property interests.

(i) —HERDPRENBREERAE (Yituo (Ningbo) C.S.1. Tractor & Automobile Co. Ltd.) is a sino-
foreign joint venture company invested by FE B B R K E N EL B H M A F (China Tractors &
Automobiles Manufacturing Limited) (equity share 55%) and % ¥ $ $i7 # )5 22 8 15 8 B (Ningbo Tractor
Main Factory) and 2 — ¥ #i # i {3 & FR 20 ®] (Di Yi Tractor Corporation) (together equity share 45%) for an
operation period of 50 years from 10 September 1992. The company has obtained a Business License 1 & #f
B % Bl 7 % 000596%% (Qi He Zhe Yong Zong Fu Zi No. 000596) and is a legally established legal entity in the
PRC.

(ii1)  The property title has not been transfered to the joint venture company. According to the joint venture contract
and the confirmation made by the Company, the property owner should transfer the asset to the joint venture
company. Provided that it is in accordance with the relevant land law and regulations, the joint venture
company may apply for the transfer of property title and obtain the title without legal impediment.

4) In our valuation, we have assumed that— ¥ ()P R EFHIREAFA M AT (Yituo (Ningbo) C.S.1. Tractor &
Automobile Co. Ltd.) is in possession of a proper title to use the property for a term equivalent to the operation period
of the company.

(35) Based on the property interest not being freely assignable, we are of the opinion that the property has no commercial
value.

(6) For information purposes and based on our calculation and analysis, the depreciated replacement cost of the buildings

and structures have obtained building ownership certificates is HK$2,360,000.
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14.

Capital value in

Particulars of Existing state as at
Property Description and tenure occupancy 28 February 2002
HK$
House F3 and The property comprises a two-storey The property is 1,700,000
House B2, residential house and a three-storey currently vacant.
Yangguang City residential house completed in about

Dongyinhu Town 1995.
Ningbo City

The People The total gross floor area of the

Republic of property is about 462 square metres.

China

Notes:

n Pursuant to two Building Ownership Certificates ¥8 %5 520003543 and 0003553 (Yin Dian Zi No. 0003543 and 0003553),

@

(3)

@

the title of the property is vested in ZE ¥ F R I IR HEF R A & (Ningbo CSI Tractor & Automobile Co. Ltd)
with no specific year term.

Opinions of the PRC Lawyers are summarized as follows:
() i R R E A R 2 & (Ningbo CSI Tractor & Automobile Co. Ltd) is the legal owners of the property.
(i) The property is commodity housing and can be freely transferred, leased and disposed of by the owner.

As confirmed by the Company, Z i T EHEH K REF KL 8 (Ningbo CSI Tractor & Automobile Co. Ltd) is a
joint venture company 55% owned by the Group.

In our valuation, we have assumed that:

(1) The property has been granted for a term of 70 year from 11 October, 1996, which is the date of the issuance of
the Building Ownership Certificate.

(iiy FEWHFFEBEHBKERFMRALT (Ningbo CSI Tractor & Automobile Co. Ltd) is in possession of proper legal

title to the property and is entitled to transfer the property with the residual term at no extra premium or other
onerous charges payable to the government.
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15.

Property

Unit 28 on 9th
Floor

Beijing Huapu
International
Plaza

Jishikou District
South
Chaoyang
Menwaidajei
Beijing City
The People
Republic of
China

Notes:

Description and tenure

The property comprises one office unit
within a 14-storey (plus 3 basement
levels) composite building completed
in 1996.

The total gross floor area of the
property is 339 square metres.

The property is held for a term of 50
years expiring on 20 January, 2044.

Particulars of
occupancy

The property is

currently vacant.

Capital value in

Existing state as at

28 February 2002
HKS

5,000,000

(1) According to a Pre-sale Contract entered between 3t & ¥ 3 B [ K [H A R A 7 (Beijing Huapu International Plaza
Co. Ltd.) and F HF % B & R /A & (China Strategic Holdings Limited), dated January 24, 1996 and a Amendment
Agreement dated September 28, 1996, the property was pre-sold to F K 4& B R /2 & (China Strategic Holdings

Limited).

2) Opinions of the PRC Lawyers are summarized as follows:

(i) The application for the Building Ownership Certificate of the property is in progress, and there should be no

substantial legal impediment to obtaining the certificate.

(i) The property can be freely transferred, leased or disposed of by the owner upon the Building Ownership
Certificate has been issued.

3) In our valuation, we have assumed that H % £& [ % R 42 %] (China Strategic Holdings Limited) is in possession of
proper legal title to the property and is entitled to transfer the property with the residual term at no extra premium or
other onerous charges payable to the government.
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o 5 439 44 _
CB X Richard Ellis

INTERNATIONAL PROPERTY CONSULTANTS CB Richard Ellis Ltd

BBy ERH

Suite 3401 Central Plaza

18 Harbour Road

Wanchai, Hong Kong

Telephone : 2820 2800

Facsimile : 2810 0830
FRETEEET\SFRESE=-NE—F
BT 28202800 fHE 28100830

www.cbrichardellis.com

10 May 2002

China Strategic Holdings Limited
8/F., Paul Y. Centre

51 Hung To Road

Kwun Tong, Kowloon

Hong Kong

Dear Sirs

We refer to your instructions for us to value the various property interests held by certain wholly or

partly owned subsidiaries of China Land Group Limited (together “the Group”) described in more detail
in the attached valuation certificate. We have carried out inspections, made relevant enquiries and obtained
such further information as we consider necessary for the purpose of providing you with our opinion of
the capital values of the property interests as at 28 February 2002.

We have valued the property interests on the basis of open market value which we would define as
intended to mean “‘the best price at which the sale of an interest in property might reasonably be expected
to have been completed unconditionally for cash consideration on the date valuation, assuming:

()

(b)

()

(d)

(e)

a willing seller;

that, prior to the date of valuation, there had been a reasonable period (having regard to the
nature of the property and the state of the market) for the proper marketing of the interest, for
the agreement of price and terms and for the completion of the sale;

that the state of the market, levels of value and other circumstances were, on any earlier
assumed date of exchange of contracts, the same as on the date of valuation;

that no account is taken of any additional bid by a prospective purchaser with a special

interest; and

that both parties to the transaction had acted knowledgeably, prudently and without

compulsion.”
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Our valuation has been made on the assumption that each owner sells its property interest on the
open market without the benefit of a deferred terms contract, leaseback, management agreement or any
similar arrangement which would serve to increase the value of the property interest.

Property No. 2, a fully operational hotel, has been valued with reference to an income valuation
method. In this method, we have considered the property’s income producing capabilities, having regard
to the business results of the past three years, the prevailing hotel market data such as the tariff rates and
occupancy levels in similar location to the subject property. Our valuation of the hotel is arrived at by
adjusting and capitalizing the net income before allowing for income tax at a capitalizing rate of 4.5 per
cent. Our valuation of this property is on the basis of a fully operational hotel inclusive of land, buildings,
trade fixtures and fittings, operating equipment, furniture, stock and motor vehicles.

We have valued the other properties with reference to sales comparison method. In valuing Property
No. 3 (Paul Y. Plaza in Guangzhou), we have made reference to sales of properties comparable to the
subject property upon completion and made allowances for the construction cost to complete the subject
property. Property No. 4, we have made reference to sales of comparable land and add to the land value
the amount of construction cost spent to the date of valuation.

In our valuation of Property No. 3, we have assumed that the property would be completed in a
timely manner in accordance with the plans and development data supplied to us and that all consents,
approvals and licences from relevant Government authorities for the whole development would be granted
in accordance with the development progress of the property, without any onerous conditions or undue
delays. We have assumed that the completed building can be disposed of freely to local and overseas
purchasers either on a block or a break-up basis.

We have not searched the title to other properties which are located in the People’s Republic of
China (“PRC”). We have been provided with copies of extracts of title documents relating to these
property interests and legal opinion (“Legal Opinion™) provided by King & Wood PRC Lawyers, qualified -
lawyers in Beijing, the PRC. According to the Legal Opinion, the Group owns the property interests in
these properties wholly or partly.

The status of titles and grant of major approvals, consents or licences in accordance with the
information provided to us by the Group and the Legal Opinion are as follows:

Document/Approval No. 1 No. 2 No. 3 No. 4
Joint-venture contract Yes Yes Yes Yes
Business licence Yes Yes Yes Yes
Realty title certificate Yes Yes Yes (Note) N/A
Land use right contract Yes N/A . Yes N/A
State land use right certificate Yes Yes Yes Yes

(Note: For the completed portions of the property)
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We have relied to a considerable extent on information given by you and have accepted advice
given to us on such matters as planning approvals or statutory notices, casements, tenure, construction
costs, rentals, site and floor areas, business results and projections and all other relevant matters.
Dimensions, measurements and areas included in the valuation certificate are based on information
contained in the documents provided to us and are therefore approximations only. We have had no reason
to doubt the truth and accuracy of the information provided to us by you, which are material to the
valuation. We were also advised that no material factors have been omitted from the information supplied.

No allowance has been made in our valuation for any charges, mortgages or amounts owing on the
properties nor for any expenses or taxation which may be incurred in effecting a sale. It is assumed that
the properties are free from encumbrances, restrictions and outgoings of an onerous nature which could

affect value.

In respect of the property interests in the PRC, our valuation is based on local currency, i.e.
Renminbi (“RMB”), and converted into Hong Kong dollar (“HKS$”) at the exchange rate of 1 HK$ =
1.068 RMB which was the prevailing rate at the date of valuation.

This letter and valuation certificate is prepared for the use of the party to whom it is addressed and
no responsibility is accepted to any third party who may make reference to it.

Neither the whole or any part of this letter and valuation certificate or any reference to it may be
included in any published document, circular or statement nor published in any way without our prior
written approval of the form and context in which it may appear.

Our valuation certificate is attached.
Yours faithfully
For and on behalf of

CB Richard Ellis Limited

Glbert K M Yuen AHKIS MRICS
Associate Director
Valuation & Advisory Services
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SUMMARY OF VALUATION
Capital value of Percentage of Capital value
property interest  property interest attributable to the
Property interest valued as at valued attributable Group as at
Property valued 28 February 2002 to the Group 28 February 2002
(HK3) (HKS$)

Group I - Properties held for investment or future sales

1. Shenzhen Development Centre 100% interest 42,200,000 56.38% 23,792,000
The whole of basement, the retail attributable to
spaces on the ground floor known Shenzhen S.E.Z.
as Units B-L1, B-L2, B-01, B-02, Development
B-03, B-Q'T, B-R’D, C-01, A- Centre Company
LO01 and A-L02, Office units Nos. Limited, a non-
801A, 801B-03, 807, 808, 901, wholly-owned
902, 1401A-01B, 1404-05A, subsidary of the
1405B, 1406, 1407, 1502B, 1507, Group

2201-03, 2207 and 2208, and all
189 car parking spaces

Renmin Nan Road, Shenzhen
The People’s Republic of China

2. Rosedale Hotel & Majority interest 200,000,000 53.10% 106,200,000
Suite*Guangzhou attributable to
(Previously named as Allied Glory
Plaza Canton Hotel) Investment Limited
No. 348 Jiangnanda Road (Note 1), a non-
Haizhu District wholly-owned
Guangzhou subsidiary of the
The People’s Republic of China Group
Group I sub-total: 242,200,000 129,992,000
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SUMMARY OF VALUATION

Capital value of Percentage of Capital value

property interest  property interest attributable to the

Property interest valued as at valued attributable Group as at

Property valued 28 February 2002 to the Group 28 February 2002
(HKS) (HKS)

Group II - Properties under development or held for future development

3.

Paul Y. Plaza Majority interest 340,000,000 49.17% 167,178,000
(previously named as attributable to

Jiangnan Centre) Eventic Limited

Jiangnanda Road and (Note 2), a wholly-

Changgangzhoung Road owned subsidiary

Haizhu District, Guangzhou of the Group

The People’s Republic of China

Site for Hongkong Macau 100% interest 111,000,000 45.89% 50,938,000
Square attributable to Best
Lots 1803, 1806 and 1810 Glory Limited,
Area 18, Jiangbei Road World Express
Huizhou, Guangdong Limited and Gladly
The People’s Republic of China Development
Limited (Note 3),
all of which are
non-wholly-owned
subsidiaries of the
Group
Group II sub-total: 451,000,000 218,116,000
. ] ]
Total: 693,200,000 348,108,000
L] ]
Notes:
1. Allied Glory Investment Limited is entitled to 100% of net profits before recoupment of its total investments in the
property and thereafter 80% of net profits.
2. Eventic Limited is entitled to 75% of the completed development and a pre-emption right on the remaining 25%, and
is to bear 100% of the costs.
3. Best Glory Limited, World Express Limited and Gladly Development Limited are entitled to 90% of net profits and are

to bear all costs and risks.
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Property

1. Shenzhen
Development
Centre
The whole of
basement, the
retail spaces on
the ground floor
known as Units
B-L1, B-L2, B-
01, B-02, B-03,
B-Q'T, B-R’D, C-
01, A-LO1 and A-
L02, Office units
Nos. 801A, 801B-
03, 807, 808,
901, 902, 1401A-
01B, 1404-05A,
1405B, 1406,
1407, 15028,
1507, 2201-03
2207 and 2208,
and all 189 car
parking spaces
Renmin Nan
Road, Shenzhen
The People’s
Republic of
China

Notes:

VALUATION CERTIFICATE

Description and tenure

The building consists of a 45-storey
(including a basement) main tower
which accommodates retail,
commercial and office premises and 6
mechanical/amenity floor, and a 9-
storey ancillary block with 6 car
parking floors providing 189 parking
spaces and recreational facilities.

The building was completed in October
1992.

The gross floor areas of the subject
premises are:

Basement 2,919.90 sq.m.
Ground Floor 1,411.28 sq.m.
Office units 3,795.67 sq.m.

Total:

A land use right certificate has been
granted to Shenzhen S.E.Z.
Development Centre Company Limited
for a term of 50 years from 16 January
1992 for commercial and office uses.

8,126.85 sq.m.

Capital value of property

Particulars of
occupancy

The basement is let
for the purposes of a
night-club for a term
until April 2004 at a
current rent of
RMB200,000 per
month.

Retail spaces on the
ground floor are let
to various tenants for
terms expiring
between May 2002
and December 2006
at a total rent of
RMB166,617 per
month.

Office units with a
total gross floor area
of 1,853.43 sq.m. are
let for terms expiring
between March 2002
and December 2003
at a total rent of
RMB137,773 per
month. Office units
2201-03, 2207 and
2208 are owner-
occupied.

The car parking
spaces are leton a
monthly or hourly
basis or for short
terms.

interest valued as at
28 February 2002

HK$42,200,000
(100% intereset)

1. According to the joint venture contract between Shenzhen Special Economic Zone Development Company (i Jil £8 7%
R E %R A A (“Party A”) and Meiner Investment Limited (“Party B”) dated 14 September, 1991, the joint venture
company, Shenzhen S.E.Z. Development Centre Company Limited, is allowed (i) to operate the completed development
for the purposes of hotel, Chinese and Western restaurant, coffee shop, dancing parlour, drama parlour, sauna parlour,
recreation room, tennis court, squash court, gymnasium and top-roof helicopter pad, and (ii) to rent or sell shopping
space, exhibition space, showrooms, offices and car parking spaces of the completed development. The capital of the
joint venture company is contributed as to 10% by Party A and as to 90% by Party B. All net profits are distributed in
pro-rata to the contribution of capital. The joint venture is for an operating term of 50 years from the date of issue of
the business licence of the joint venture company, which was 10 January, 1992.
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2. A business licence has been issued to the joint venture company for an effective period from 10 January 1992 to 10
January 2042.

3. The significant points of the Legal Opinion are summarised as follows:
(1) The JV Company has been duly formed and is validly existing under the laws of PRC.
(i1) The JV Company has obtained the land use right and owns the subject properties of Shenzhen Development
Centre.
(iit)  Office units Nos. 801, 802A, 802B, 803, 807, 808, 901, 902, 1401, 1404, 1405, 1406, 1407, 2201, 2207 and
2208 have been mortgaged. The Agricultural Bank of China, Hong Kong Branch being the mortgagee. However,
an agreement to release the mortgage has been signed on 22 December 2000 but has not yet been registered in
the Shenzhen Real Estate Mortgage Registry.
(iv)  The retail spaces on the ground floor have been mortgaged with Guangdong Development Bank, Shenzhen
Branch being the mortgagee.
(v) The JV Company has the right to use, lease, transfer or mortgage the subject properties that have not been
mortgaged.
(vi)  Subject to the consent of the mortgagees, the JV Company has the right to use, lease or transfer the subject
properties that have been mortgaged.
4. We were advised that Meiner Investment Limited is partly owned by the Group.
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Capital value of property
interest valued as at

Property Description and tenure 28 February 2002
2. Rosedale Hotel &  The property comprises a 26-storey, 4-star hotel of reinforced HK$200,000,000

SuitesGuangzhou concrete frame construction over two levels of basement. It (majority interest

(previously consists of 395 guest rooms and suites (11 currently for in-house as detailed in Note 7)

named as Plaza use), 26 studio apartment units and 56 office suites, shopping

Canton Hotel) arcades, 3 Chinese restaurants, a coffee shop, a lobby bar, a 2-

No. 348 level karaoke night-club, multi-purpose function rooms, a

Jiangnanda Road business centre, a swimming pool with pool side bar, a

Haizhu District, gymnasium, a game room and 2 tennis courts. One of the

Guangzhou Chinese restaurants and the night-club are operated by an

The People’s outside party as tenant. The hotel includes a full back-of-the-

Republic of house and executive offices.

China

The hotel occupies a site with an area of 11,583 sq.m. (124,679
sq.ft.).

The hotel extends to a total gross floor area of 42,029 sq.m.
(452,400 sq.ft.).

The hotel was completed and commenced business in 1989.
A realty title certificate and a State Land use certificate were

issued to J& N VL7 K S5 F R 2 B (Guangzhou Jiang Nan
Hotel Company Limited) in January 1993 without a specified

term.
Notes:
1. Under the State land use certificate, the land is permitted to be used for hotel purposes.
2. According to a joint venture contract dated 6 May 1992 and supplemental contract thereto dated 7 May 1992 between

JBE J B¢ B B8 T 480 &) (Guangzhou Lian Xiang Agriculture Group Co.) (“Party A”) and Allied Glory Investment
Limited (“Party B™), the parties agree to co-operate in operating Guangzhou Jiang Nan Hotel Company Limited (“Joint
Venture Company”) and the hotel for a period of 50 years from the date of the business licence of the Joint Venture
Company, i.e. 15 January 1987. Some of the salient points stipulated in these contracts are as below:

i The registered capital in the sum of US$11,500,000 is held as to 1% by Party A and as to 99% by Party B.
Neither party shall assign its interest (in whole or in part) to any party (which shall include its holding,
subsidiary and associated companies) without the prior consent of the other party which shall have a first right
to acquire the relevant interest under the same terms and conditions.

ii. The total investment of the Joint Venture Company (US$28,282,828.28 as confirmed by Party A and Party B on
25 May 1993) is entirely contributed by Party B, Party B shall firstly recoup its total investment in the Joint
Venture Company (including capital and interest) from the after-tax profit and depreciation allowance, thereafter
the net profit shall be distributed as to 20% for Party A and as to 80% for party B.

iii. Party B shall be responsible for the operation and management of the hotel.

iv. Upen the expiration of the joint venture period, the fixed assets of the joint venture company shall vest in Party A.
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3. A business licence in favour of the Joint Venture Company has been granted for a term of 30 years from 15 January
1987 to 15 January 2017.

4. The significant points of the Legal Opinion are summarised as follows:
i. The JV Company has been duly formed and is validly existing under the laws of PRC.
il. The IV Company owns the building ownership right of the property and the right to use the building during the

joint venture period subject to the condition that the JV Company shall not transfer or lease such rights without
prior approval of the relevant government authorities.

ii. Various portions of the hotel building including the ground floor of the shopping arcade, the 2-level night-club
and the ground and first floors of the restaurant wing have been mortgaged. The Agricultural Bank of China,
Guangzhou Branch being the mortgagee.

5. The hotel is currently operated by the Group.

6. As at 31 December 2001, various spaces, kiosks and counters in the shopping arcade, the lobby and Level 2 were let to
various tenants for terms with expiry dates between 2001 and 2009, yielding a total monthly rent of RMB249,091.7. A
space on Level 2 was let to a securities company for a term of 8 years from 1 January 1999 at an initial rent of
RMB128,880. Various office suites on Levels 5, 6, 7 and 26 were let to various tenants for short terms except several
portions of Levels 5 and 6 which was let to the above-mentioned securities company for a term until 2007.

7. We were advised that a majority interest in Party B is owned by the Group. Our valuation represents the majority
interest attributable to Party B (with entitlement to 100% of net profits before recoupment of its total investment in the
property and thereafter 80% of net profits) in the whole of the property in the existing state of a fully operational
hotel, subject to the conditions of the joint venture contract and supplemental contract thereto.
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Property

Paul Y. Plaza
(previously
named as
Jiangnan Centre)
Jiangnanda Road
and
Changgangzhong
Road, Haizhu
District,
Guangzhou

The People’s
Republic of

Capital value of property

Description and tenure

The property comprises a composite building party completed on
a flat site with an area of 10,603 sq.m. (114,131 sq.ft.).

The development will be 52 storeys (plus 3 basements) high
with car parking spaces at the two lower basements, retail and
machanical spaces at the upper basement, retail spaces on Levels
1 to 3, restaurant and entertainment spaces on Levels 4 to 6,
offices on Levels 7 to 27 and 48, fully funished apartmernts on
Levels 29 to 47, observation deck on Level 50 and mechanical
spaces on Levels 28, 49, 51 and 52. The total gross floor area of
the building is as follows:

interest valued as at

28 February 2002

HK$340,000,000
(majority interest

as detailed in Note 8)

China Use sq.ft. sq.ft.
Retail and entertainment: 24,366.22 262,278
Office: 35,532.42 382,471
Apartment: 30,687.09 330,316
Mechanical/Car Parking/
Observation: 23,442.96 252,340
114,028.69 1,227,405
According to a State land use certificate dated 18 November,
1992, land use rights have been granted to Ji& M /L7 5 & A R
/% B (Guangzhou Jiang Nan Property Limited) for terms of 70
years (residential use), 40 years (commercial use) and 50 years
(industrial use).
Notes:
1. As shown on the State land use certificate, the total site area in 10,603 sq.m. and the construction land area is 8,000

sq.m.. The site is permitted to be used for residential, commercial and industrial purposes. A land use rights contract
dated 21 September 1992 between & Ml 77 I #F # % & B & (Guangzhou Shi Cheng Xiang Jian She Committee) and
FE 01 T ¥ R B 3 T B R B8 % 2 ¥ (Guangzhou Shi Haizhu Qu Cheng Shi Jian She Kai Fa Company) is attached to

this certificate.

2. A joint venture contract was entered on 6 May 1992 by & M 7 # 2k (& 4% 7 2 3% 8 % /4 5 (Guangzhou Shi Haizhu
Qu Cheng Shi Jian She Kai Fa Company) (“Party A”) and Eventic Limited (“Party B”) to establish a joint venture
company called B 1 7L 5 7 A PR /A 7 (Guangzhou Jiang Nan Property Limited) (“JV Company”). The joint venture
period is 50 years. The joint-venture is established primarily to build, sell and/or rent commercial and residential
premises on the site. Some of the salient points are summarised as below:

i The entire registered capital of HK$68,000,000 shall be contributed by Party B. The subject site in a vacant,
formed and serviced state shall be provided by Party A within six months of the date of the contract and Party
A shall be responsible for all costs to bring the site into such a state.

ii. Any land use premium to be charged by the State shall be borne by both parties in pro-rata to their entitlements
to the completed accommodation.

iii. All development costs other than the costs under 1) and ii) above shall be borne by Party B.

iv. The completed property shall be shared as to 25% for Party A and as to 75% for Party B with due regard to use,
level and vista.
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V. Within one month after 75% of the residential accommodation is pre-sold, Party B has the right to purchase the
25% share of the completed property to which Party A is entitled, at a price of HK$400 per sq.ft.

vi. Not less than 70% of the development shall be sold and allowed to be pre-sold outside the PRC. Party B shall
be responsible for the marketing of the development outside and inside the PRC and shall have the exclusive
right to appoint its overseas marketing agents. Party A agrees to assist Party B in marketing inside the PRC.

vii. During the joint venture period, Party A’s consent shall be obtained prior to Party B assigning its interest and
Party A shall have the first right to purchase Party B’s interest.

viii.  The entire construction period is provisionally set for 36 months. The construction programme shall be finalised
after 70% of the residential premises are pre-sold.

3. In the course of our valuation, we have also inspected copies of the following documents:
L. Construction land use planning certificate dated 17 April 1992 granted to Party A.
ii. Red line drawing.
iii. Business licence in respect of the JV Company dated 4 July 1992 for a term of 50 years therefrom.
iv. A letter of approval in principle in respect of the proposed development dated 10 March 1993.

4, The JV Company was granted on 30 January 1995 the Pre-sale Permit of Commodity Properties No. /& ¥ F 5
950031%% (Sui Fang Yu Zi No. 950031) in respect of a total gross area of 88,906 sq.m. for both domestic and overseas
pre-sales.

5. Realty Title Certificates No. # 5 #h 5 & 25 201532%% and 201535%% (Sui Fong Di Zheng Zi no. 201532 and 201535)
were issued to the JV Company on 4 September 1996 for respectively the three basement levels with a total gross area
of 19,806.50 sq.m. and the five podium floors with a total gross area 19,878.32 sq.m.

6. The construction of the commercial podium was practically completed while the construction of the upper office/
apartment tower is in suspension. We were advised that the total value of work completed and material on site up to 28
February 2002 was in the sum of RMB343,192,682 exclusive of professional fees and finance charges.

7. The significant points of the Legal Opinion are summarised as follows:
i The JV Company has been duly formed and is validly existing under the laws of PRC.
ii. The JV Company owns the land use right for residential and commercial use.

iii. The JV Company owns the building ownership right of the three basement levels and the five podium floors
and has the right to use, lease or transfer these portions of the property.

8. We were advised that Party B is wholly owned by the Group. Our valuation represents the majority interest in the
property in its existing state attributable to Party B with it being entitled to 75% of the completed accommodation,
having pre-emption right on the remaining 25% and bearing all construction cost, on the assumption that all land
premiums have been paid in full. Our valuation is inclusive of the value of work completed and material on site up to
28 February 2002.
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Capital value of property
interest valued as at

Property Description and tenure 28 February 2002
4. Site for The site comprises three out of a total of ten development lots HK$111,000,000
Hongkong Macau within Area 18 which has been designated as the future central (majority interest as
Square Lots 1805,  business district of Huizhou. . detailed in Note 1)

1806 and 1810 at
Area 18, Jiangbei The site areas are as follows:
Road, Huizhou,

Guangdong, Lot 1805 19,007 sq.m.
The People’s Lot 1806 26,844 sq.m.
Republic of Lot 1810 5,960 sq.m.
China -

Total: 51,811 sq.m.

Various buildings have been proposed as follows:

Lot 1805

a 32-storey (plus 2 basements) composite building with 1,044
apartments, shops and recreational facilities in the podium and
basement car parks;

Lot 1806

Phase 1: 2 basements with shops, a 5-storey (plus a deck)
podium with shops, exhibition halls, restaurant and
recreational facilities, 20-storey connected twin blocks
with offices, and 20-storey connected triple blocks
comprising 720 apartments;

Phase 2: a 72-storey tower block with offices, apartments, hotel
and associated facilities, and basement carparks;

Lot 1810
a 13-Level car park above restaurant spaces at ground and
basement levels.

The total floor area is 693,210.84 sq.m. distributed as follows:

1805 1806 1806 1810
Lot Phase I Phase 11

(sq.m.) {sq.m.) (sq.m.) (s.m.)

Total commercial floor area 21,012.10 61,883.95 4.156.22
Total residential floor area 90,984.60  118,381.00  201,015.1% -
Total office floor area - 9504425 -
total car parking, roof and

other floor area 19,053.10 32,629.19 21.987.34 27,063.98
Grand total: 131,049.80  307,938.59  223,002.45 31,220.20
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Capital value of property
interest valued as at

Property Description and tenure 28 February, 2002

Notes:

Certain construction work had been completed for the Lot 1806
Phase I development but all work was ceased. We are advised
that the Group would no longer intend to proceed further the
construction in accordance with the above proposals.

According to three State-owned land use certificates, land use
rights have been granted to Best Glory Limited (for Lot No.
1805), World Express Limited (for Lot No. 1806) and Gladly
Development Limited (for Lot No. 1810), for terms of 70 years
from 14 September 1992.

Three joint venture contracts were entered into on 29th July, 1993 for the establishment of three joint venture companies
as follows:

Lot  Name of :
No.  joint venture company Party A Party B Registered capital

1805  Huizhou Best Glory ENTREREE Best Glory Limited HK$31,878,000
Property Limited ARAFDRBHNTATBERELT

1806  Huizhou World Express EMTREBHE World Express Limited HK$109,200.000
Property Limited ERARARBMHHTATEEERANA

1810  Huizhou Gladly Property 2 4| 77 B 38 P % Gladly Development Limited HK$7,870,000
Limited ERAFREMTRESERELT

In respect of each joint venture company, the capital shall be contributed and all costs shall be borne by Party B. The
equity shares shall be entirely owned by Party B. The net profits shall be distributed as to 10% to Party A and as to
90% to Party B.

In the course of our valuation, we have also inspected copies of the following documents:

I Business license in respect of each joint venture company for a term of 70 years from 14 January, 1994 to 13
January, 2064.

1i. Letter dated 9 June, 1994 from Huizhou Planning Bureau approving in principle the architechural design
proposal relating to all three lots.

ii. Pre-sales permission dated 7 September, 1994 relating to commercial/residential premises on Lot 1806 for
sales of 1046 units with a total building area of 99,440 sq.m. within PRC and 840 units with a total building
area of 79,837 sq.m. outside PRC.

Pursuant to two Sale and Purchase agreements entered into on 7 September 1994, parts of the Phase 1 development
on Lot 1806 (6th to 25th floors of all office and apartment blocks) in two groups were pre-sold to two parties, one
group of property to one party. The two purchasers are companies registered in China and wholly owned by Huizhou

Government. The total consideration for the two agreements amounts to RMB818,491,770 of which 10% was paid to
the vendor and the balance is agreed to be settled by three instalments as follows:

i. 10% upon certified completion of the substructure (including foundation and three basements) but not later
than 30 August 1995;

ii. 10% upon certified completion of the superstructure but not later than 30 August 1996;
iii. 70% on or before 28 February 1997.

~ 153 -




APPENDIX II1 PROPERTY VALUATION

We have been advised that, on one hand, the last two instalments had not been paid by the purchasers and, on the
other hand, the development had not progressed in the manner that forms the basis of the agreements. We have been
also advised that the main building contractor for the development, which was also a party to these agreements and a
company owned by Huizhou Government, had now been dissolved.

4. In light of the failure of all parties to the above sale and purchase agreements fulfilling the obligations of the
agreements, our instruction in this respect is to form our opinion of value applying our professional judgement on
the perception of potential buyers on the market as to the effect on the value of the property. Having considered the
relevant factors, we are of the opinion that a bid, if any, for the property would be calculated with the bidder having
regard to that the above sale and purchase agreements together with any other related contracts may not be valid and
enforceable and assuming that (i) no compensation shall arise payable to or by the Group, (ii) the original
architectural design proposal was scrapped and (iii) approval to a new design in-keeping with the existing
parameters for new development in the urban area of Huizhou is forthcoming. Therefore, our valuation has been
based also on these assumptions.

5. The “Capital value when completed” of the proposed development is approximately HK$1,820,000,000.

6. As at 28 February 2002, the estimated total construction cost was approximately HK$1,300,000,000 inclusive of
professional fees and finance charges.

7. The significant points of the Legal Opinion are summarised as follows:

o Huizhou Best Glory Property Ltd., Huizhou World Express Property Ltd. and Huizhou Gladly Property Ltd.
have been duly formed and are validly existing under the laws of PRC.

ii. Huizhou Best Glory Properties Ltd., Huizhou World Express Property Ltd. and Huizhou Gladly Property Ltd.
have obtained the land use rights of, respectively, Lot No. 1805, Lot No. 1806 and Lot No. 1810.

Hi. Huizhou Best Glory Property Ltd. has the right to use, lease, transfer or mortgage Lot No. 1805.

iv. Huizhou World Express Property Ltd. has the right to use, lease, transfer or mortgage Lot No. 1806.
v. Huizhou Gladly Property Ltd. has the right to use, lease, transfer or mortgage Lot No. 1810.
8. We were advised that the total value of work completed and material on site up to 28 February 2002 was in the sum

of RMB57,233,000 exclusive of professional fees and finance charges. However, our valuation is not arrived at in a
way of adding this amount of expenditure to a value attributable to the land element calculated by us, instead, we
have considered (i) the possibility of utilising the work , with or without alteration, for any revised future building
form, and (ii) savings in construction cost for, and in construction time of, any future buildings attributable to the
work. For valuation purpose, we have concluded that the work has no net commercial value.

9. We were advised that Best Glory Limited, World Express Limited and Gladly Development Limited are 70% owned
by the Group. Our valuation represents majority interest (Best Glory Limited, World Express Limited and Gladly
Development Limited are entitled to 90% of any net profits and to bear all costs and risks) in property in its existing
state, on the assumption that all land premiums have been paid in full. Our valuation is inclusive of the value, if any,
of work completed and material on site up to 28 February 2002.
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The Bonus Warrants will be issued subject to and with the benefit of an instrument (“Instrument”)
executed by the Company by way of deed poll on 4 June 2002, being the Record Date. The Bonus
Warrants shall be in one class in registered form and each Bonus Warrant will rank pari passu in all
respects with each other. Assuming and based on the total number of 921,957,884 Rights Shares to be
issued on the Record Date, Bonus Warrants in the amount of HK$47,019,852 will be issued pursuant to
the Bonus Issue.

The Bonus Warrants represent direct obligations of the Company to holders of Bonus Warrants
(“Warrantholders”) as described in the Instrument and such holders are entitled to exercise the
Subscription Rights as described in paragraph I below. Save as aforesaid, the Warrentholders do not have
any rights to participate in any distributions and/or offers of further securities made by the Company. The
following is a summary of the major provisions of the Instrument and of the principal terms and conditions
of the Bonus Warrants set out on the Bonus Warrant certificates. Warrantholders will be entitled to the
benefit of, be bound by, and be deemed to have notice of all such terms and conditions and of the
provisions of the Instrument, copies of which will be available at the principal place of business for the
time being of the Company in Hong Kong.

1. EXERCISE OF SUBSCRIPTION RIGHTS

(a) Each Warrantholder shall have, in respect of the Bonus Warrants of which he/she is the
registered holder for the time being, rights (“Subscription Rights”’) which may be exercised
in whole or in part, but not in respect of a fraction of a Share, at any time between 4 July
2002 (being the date when dealings in the Bonus Warrants on the Stock Exchange are expected
to commence) and 30 June 2003 (both days inclusive) (“Subscription Period” and the date
on which any of the Subscription Rights are duly exercised being called a “Subscription
Date”) to subscribe in cash the whole or part, in integral multiples of HK$0.17, of the
amount stated on the certificate for such Bonus Warrants (“Exercise Moneys”) which a
Warrantholder is entitled to subscribe for Shares upon exercise of the Subscription Rights
represented thereby, for fully-paid Shares at a price of HK$0.17 per Share, subject to adjustment
as referred to below (“Subscription Price’). Any Subscription Rights which have not been
exercised upon the expiry of the Subscription Period will lapse and thereupon the Bonus
Warrants and the Bonus Warrant certificates will cease to be valid for any purpose whatsoever.
References in this summary to “Shares” are to the Shares or any shares in the capital of the
Company resulting from a sub-division, consolidation or re-classification of the Shares.

(b) Each Bonus Warrant certificate will contain a subscription form (“Subscription Form”). In
order to exercise his/her Subscription Rights, a Warrantholder must complete and sign the
Subscription Form and deliver the same and the Bonus Warrant certificate to the share registrar
for the time being of the Company and such delivery shall constitute an irrevocable
commitment by such Warrantholder to exercise such Subscription Rights, together with a
remittance for the relevant portion of the Exercise Moneys, being the amount of the
Subscription Price for the Shares in respect of which the Warrantholder is exercising his/her
Subscription Rights. In each case, compliance must also be made with any exchange control,
fiscal or other laws or regulations applicable for the time being.
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(d)

No fraction of a Share will be allotted but any balance representing fractions of the Exercise
Moneys paid on exercise of the Subscription Rights represented by the Bonus Warrant
certificate will be refunded by the Company to the Warrantholder, provided always that, if
the Subscription Rights attaching to the Bonus Warrants represented by one or more Bonus
Warrant certificates are exercised on the same Subscription Date by the same Warrantholder
then, for the purpose of determining whether any (and if so, what) fraction of a Share arises,
such Subscription Rights shall be aggregated; and regard shall be made, where applicable, to
the provision of Clause 6(C) of the Instrument.

As soon as practicable after the relevant allotment and issue of Shares (and in any event not
later than 28 business days after the relevant Subscription Date) there will be issued free of
charge to the Warrantholders to whom such allotment has been made upon his exercise of any
Subscription Rights:

(i)  certificate(s) for the relevant Shares in the name(s) of such Warrantholder(s);

(11) (if applicable) a balancing Bonus Warrant certificate in registered form in the name(s)
of such Warrantholder(s) in respect of any Subscription Rights represented by the
relevant Bonus Warrant certificate(s) remaining unexercised; and

(iii) (if applicable) a cheque representing fractions of the Exercise Moneys in respect of the
Warrantholder’s fractional entitlement to Shares as mentioned in sub-paragraph (c)
above.

The certificate(s) for Shares arising on the exercise of Subscription Rights, the balancing
Bonus Warrant certificate (if any) and the cheque in respect of fractions of the Exercise
Moneys in respect of the Warrantholder’s fractional entitlement to Shares (if any) will be sent
by ordinary post at the risk of the said Warrantholder(s) to the address of such Warrantholder(s)
(or, in the case of a joint holding, to that one of the joint Warrantholders whose name stands
first in the register of Warrantholders). If the Company agrees, such certificate(s) and cheque
may, by prior arrangement, be retained by the share registrar for the time being of the
Company to await collection by the relevant Warrantholder(s).

2.  ADJUSTMENTS OF SUBSCRIPTION PRICE

The Instrument contains detailed provisions relating to the adjustment of the Subscription Price.

The following is a summary of, and is subject to, the relevant provisions of the Instrument:

(a)

The Subscription Price shall (except as mentioned in sub-paragraphs (b) and (c) below) be
adjusted as provided in the Instrument in each of the following cases (but shall however not
be adjusted below the nominal value of the Shares until the Subscription Right Reserve (as
defined in the Instrument) is maintained pursuant to Clause 6 of the Instrument):

(i)  an alteration of the nominal amount of each Share by reason of any consolidation,
subdivision or reclassification;
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(b)

(i)

(iii)

(iv)

)

(vi)

(vii)

(viii)

an issue (other than pursuant to a scrip dividend scheme in lieu of a cash dividend) by
the Company of Shares credited as fully paid by way of capitalisation of profits or
reserves (including any share premium account or contributed surplus account);

a capital distribution (as defined in the Instrument) being made by the Company, whether
on a reduction of capital or otherwise, except pursuant to a purchase by the Company
of Shares, to Shareholders (in their capacity as such);

a grant by the Company to Shareholders (in their capacity as such) of rights to acquire
for cash assets of the Company or any of its subsidiaries;

an offer of new Shares for subscription by way of rights, or a grant of options or
warrants to subscribe new Shares, at a price which is less than 90% of the market price
(calculated as provided in the Instrument) being made by the Company to existing
Shareholders (in their capacity as such);

an issue wholly for cash being made by the Company or other company of securities
convertible into or exchangeable for or carrying rights of subscription for new Shares,
if in any case the total Effective Consideration per new Share (as defined in the
Instrument) is less than 90%. of the market price (calculated as provided in the
Instrument), or the conversion, exchange or subscription rights of any such issue are
altered so that the said total Effective Consideration is less than 90% of such market
price;

an issue of Shares being made wholly for cash at a price less than 90% of the market
price (calculated as provided in the Instrument); and

a repurchase by the Company of Shares or securities convertible into Shares or any
rights to subscribe Shares in circumstances where the Directors consider that it may be
appropriate to make an adjustment to the Subscription Price.

Except as mentioned in sub-paragraph (c) below, no such adjustment as is referred to in sub-

paragraph (a) above shall be made in respect of:

(1)

(i)

an issue of fully-paid Shares upon the exercise of any conversion rights attaching to
securities convertible into Shares upon the exercise of any rights (including the
Subscription Rights) to acquire Shares;

an issue by the Company of Shares or by the Company or any of its subsidiaries of
securities wholly or partly convertible into or carrying rights to acquire Shares, in any
such case in consideration or part consideration for the acquisition of any other securities,
assets or business;
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(©)

(d)

(iii) an issue of fully-paid Shares by way of capitalisation of all or part of the Subscription
Right Reserve (as defined in the Instrument) (or other profit reserves) to be established
in certain circumstances pursuant to the terms and conditions contained in the Instrument
{or any similar reserve which has been or may be established pursuant to the terms of
issue of any other securities wholly or partly convertible into or rights to acquire
Shares);

(iv) an issue of Shares pursuant to a scrip dividend scheme in lieu of a cash dividend where
an amount of not less than the nominal amount of the Shares so issued is capitalised
and the market value (calculated as provided-in the Instrument) of such Shares is not
more than 110% of the amount of dividend which holders of Shares could elect to or
would otherwise receive in cash; or

(v) an issue by the Company of Shares or by the Company or any of its subsidiaries of
securities convertible into or exchangeable for, or carrying rights of subscription for,
Shares pursuant to a Share Option Scheme (as defined in the Instrument).

Notwithstanding the provisions referred to in sub-paragraphs (a) and (b) above, in any
circumstances where the Directors shall consider that an adjustment to the Subscription Price
provided for under the said provisions should not be made or should be calculated on a
different basis or that an adjustment to the Subscription Price should be made notwithstanding
that no such adjustment is required under the said provisions or that an adjustment should
take effect on a different date or with a different time from that provided for under the said
provisions, the Company may appoint either the Auditors (as defined in the Instrument) or
the approved merchant bank (as defined in the Instrument) to consider whether for any
reason whatever the adjustment to be made (or the absence of adjustment) would or might
not fairly and appropriately reflect the relative interests of the persons affected thereby and,
if the Auditors or the approved merchant bank shall consider this to be the case, the adjustment
shall be modified or nullified, or an adjustment made instead of no adjustment, in such
manner (including, without limitation, making an adjustment calculated on a different basis)
and/or such adjustment shall take effect from such other day and/or time as shall be certified
by the Auditors or the approved merchant bank (as the case may be) to be in its opinion,
appropriate.

Any adjustment to the Subscription Price shall be made to the nearest one cent (HK$0.005
being rounded up). No adjustment shall be made to the Subscription Price in any case in
which the amount by which the same would be reduced would be less than one cent and any
adjustment which would otherwise then be required shall not be carried forward. No adjustment
shall be made (except on a consolidation of Shares into shares of a larger nominal amount
each or upon a repurchase of Shares) which would increase the Subscription Price.
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(e)

Every adjustment to the Subscription Price shall be certified to be fair and appropriate by the
Auditors (as defined in the Instrument) or the approved merchant bank (as defined in the
Instrument) and notice of each such adjustment (giving the relevant particulars) shall be
given to the Warrantholders. In giving any certificate or making any adjustment under the
Instrument, the Auditors or the approved merchant bank shall be deemed to be acting as
experts and not as arbitrators and in the absence of manifest error, their decision shall be
conclusive and binding on the Company and the Warrantholders and all persons claiming
through or under them respectively. Any such certificates of the Auditors or the approved
merchant bank will be available for inspection by Warrantholders at the principal place of
business of the Company in Hong Kong, where copies may be obtained.

3.  REGISTERED WARRANTS

The Bonus Warrants are issued in registered form. The Company shall be entitled to treat the
registered holder of any Bonus Warrant as the absolute owner thereof and accordingly shall not, except
as ordered by a court of competent jurisdiction or as required by law, be bound to recognise any
equitable or other claim to or interest in such Bonus Warrant on the part of any other person, whether or

not it shall have express or other notice thereof.

4. TRANSFER, TRANSMISSION AND REGISTER

(a)

(b)

©

The Subscription Rights conferred by the Bonus Warrants shall be transferable in integral
multiples of HK$0.17 by instrument of transfer in any usual or common form or such other
form as may be approved by the Directors or, where the transferor and/or the transferee is
HKSCC Nominees Limited or its successor thereto, by an instrument of transfer executed
under the hand of the authorised person(s) or by machine imprinted signature(s). The Company
shall accordingly maintain a register of Warrantholders in Hong Kong (or in such other place
as the Directors consider appropriate, having regard to applicable rules governing the listing
of Bonus Warrants). The Instrument contains provisions relating to the transfer, transmission
and registration of the Bonus Warrants.

Persons who own the Bonus Warrants and have not registered the Bonus Warrants in their
own names and wish to exercise the Subscription Rights may incur additional costs and
expenses in connection with any expedited re-registration of the Bonus Warrants prior to the
transfer or exercise of the Bonus Warrants, in particular during the period commencing 10
business days prior to and including the last day of the Subscription Period.

Since the Bonus Warrants will be admitted to CCASS, so far as applicable laws or regulations
of relevant regulatory authorities, terms of the Instrument and circumstances permit, the
Company may determine the last dealing day of the Bonus Warrants to be a date at least three
dealing days before the last day of the Subscription Period.
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5. CLOSURE OF REGISTER OF WARRANTHOLDERS

The registration of transfers of Bonus Warrants may be suspended and the register of Warrantholders
may be closed for such period as the Directors may from time to time direct, provided that the same shall
not be closed, or registration may not be suspended, for a period, or for periods together, of more than 30
days in any one year. Any transfer, or exercise of the Subscription Rights attached to the Bonus Warrants
made while the register of Warrantholders is so closed shall, as between the Company and the person
claiming under the relevant transfer of Bonus Warrants or, as the case may be, as between the Company
and the Warrantholder who have so exercised their respective Subscription Rights attached to their Bonus
Warrants (but not otherwise), be considered as made immediately after the reopening of the register of
Warrantholders.

6. PURCHASE AND CANCELLATION
The Company or any of its subsidiaries may at any time purchase the Bonus Warrants:
(a) in the open market or by tender (available to all Warrantholders alike) at any price; or

(b) by private treaty at a price, exclusive of expenses, not exceeding 110% of the closing price of
the Bonus Warrants for one or more board lots of Bonus Warrants on the last day on which
Bonus Warrants were traded on the Stock Exchange prior to the date of purchase thereof, but
not otherwise.

All Bonus Warrants purchased as aforesaid shall be cancelled forthwith and may not be reissued or
re-sold.

7. MEETINGS OF WARRANTHOLDERS AND MODIFICATION OF RIGHTS

(a) The Instrument contains provisions for convening meetings of Warrantholders to consider
any matter affecting the interests of Warrantholders, including the modification by Special
Resolution (as defined in the Instrument) of the provisions of the Instrument and/or of the
terms and conditions endorsed on the Bonus Warrant certificates. A Special Resolution duly
passed at any such meeting shall be binding on the Warrantholders, whether present or not.

(b) All or any of the rights for the time being attached to the Bonus Warrants (including any of
the provisions of the Instrument) may from time to time (whether or not the Company is
being wound up) be altered or abrogated (including, but without prejudice to the generality
thereof, by waiving compliance with, or by waiving or authorising any past or proposed
breach of, any of the terms and conditions endorsed on the Bonus Warrant certificates and/or
the Instrument) and the prior sanction of a Special Resolution shall be necessary and sufficient
to effect such alteration or abrogation.
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(c) Where the Warrantholder is a recognised clearing house (within the meaning of the Securities
and Futures (Clearing Houses) Ordinance (Chapter 420 of the Laws of Hong Kong)) or its
nominee(s), it may authorise such person or persons as it thinks fit to act as its representative
{or representatives) or proxy (or proxies) at any Warrantholders’ meeting provided that, if
more than one person is so authorised, the authorisation or proxy form must specify the
number of Bonus Warrants in respect of which each such person is so authorised. The person(s)
so authorised shall be entitled to exercise the same power on behalf of the recognised clearing
house as that recognised clearing house or its nominee(s) could exercises as if such person
were an individual Warrantholder.

8. QUORUM

The quorum of a meeting of Warrantholders shall be two or more Warrantholders, present in person
or by proxy, representing in aggregate not less than 10% in value of the Subscription Rights for the time
being outstanding and exercisable and no business (other than the choosing of a chairman) shall be
transacted at any meeting unless the requisite quorum be present at the commencement of business.

9. REPLACEMENT OF WARRANT CERTIFICATES

If a Bonus Warrant certificate is mutilated, defaced, lost or destroyed, it may, at the discretion of
the Company, be replaced at the office of the Registrar on payment of such costs as may be incurred in
connection therewith and on such terms as to evidence, indemnity and/or security as the Company may
require and on payment of such fee not exceeding HK$2.50 (or such higher fee as may from time to time
be permitted under the rules prescribed by the Stock Exchange) as the Company may determine. Mutilated
or defaced Bonus Warrant certificates must be surrendered before replacements will be issued.

In the case of lost Warrant certificates, Section 71A of the Company Ordinance (Chapter 32 of the
Laws of Hong Kong) shall apply as if “shares” referred to therein included Warrants.

10. PROTECTION OF SUBSCRIPTION RIGHTS

The Instrument contains certain undertakings by and restrictions on the Company designed to
protect the Subscription Rights.

11. CALL

If at any time the amount of the Bonus Warrants outstanding is equal to or less than 10% of the
total amount of the Subscription Rights attached to the Bonus Warrants, the Company may, on giving not
less than three months’ notice, require Warrantholders either to exercise their Subscription Rights or to
allow the Bonus Warrants to lapse. On expiry of such notice, all unexercised Bonus Warrants will be
automatically cancelled without compensation to Warrantholders.
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12, ISSUE OF FURTHER WARRANTS

The Company shall be at liberty to issue further warrants or other securities convertible into,
exchangeable for, or carrying rights to subscribe for Shares in such manner and on such terms as it sees
fit.

13. UNDERTAKINGS BY THE COMPANY

The Company has undertaken in the Instrument, inter alia, that so long as any of the Subscription
Rights remain exercisable:

(a) upon the exercise of any of the Subscription Rights it shall within 28 business days after the
relevant Subscription Date allot and issue the Shares falling to be issued upon such exercise
which shall rank pari passu in all respects with Shares in issue on the relevant Subscription
Date and shall accordingly entitle the holders to participate in all dividends or other
distributions declared, paid or made after the relevant Subscription Date other than any
dividend or other distribution previously declared or recommended or resolved to be paid or
made if the record date therefor shall be on or before the relevant Subscription Date;

(b) it will send to each Warrantholder at the same time as the same are sent to the holders of
Shares, its audited accounts and all other notices, reports and communications despatched by
it to the holders of the Shares generally;

(c) it shall pay all stamp and capital duties, registration fees or similar charges in respect of the
execution of this Instrument, the creation and issue of the Bonus Warrants in registered form,
the exercise of the Subscription Rights and the issue of Shares upon exercise of the Subscription
Rights; and

(d) it shall keep available for issue sufficient Ordinary Capital (as defined in the Instrument) to
satisfy in full all rights of subscription for and conversion into Shares for the time being
outstanding.

14. LISTING

So long as the Shares remain listed on the Stock Exchange, the Company shall use its best endeavours
to procure that:
(a) at all times during the Subscription Period, the Bonus Warrants may be dealt in, on the Stock
Exchange (save that such obligation will lapse in the event that the listing of the Bonus
Warrants on the Stock Exchange is withdrawn following an offer for all or any of the Bonus
Warrants); and
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(b)

all Shares allotted upon exercise of the Subscription Rights may, upon allotment or as soon
as reasonably practicable thereafter, be dealt in, on the Stock Exchange (save that such
obligation will lapse in the event that the listing of the Shares on the Stock Exchange is
withdrawn following an offer for all or any of the Shares where a like offer is extended to
holders of the Bonus Warrants).

15. OVERSEAS WARRANTHOLDERS

The Instrument contains provisions giving certain discretion to the Directors in the case of any
Warrantholder who has a registered address in any territory other than Hong Kong where, in the opinion
of the Directors, the issue of Shares upon exercise of any of the Subscription Rights represented by any
Bonus Warrants held by such Warrantholder may be unlawful or impracticable.

16. RIGHTS OF WARRANTHOLDERS ON WINDING-UP

The Instrument contains provisions relating to the winding-up of the Company to the effect that:

(a)

(b)

in the event a notice is given by the Company to the Shareholders to convene a Shareholders’
meeting for the purposes of considering, and if thought fit approving, a resolution to voluntarily
wind-up the Company, the Company shall forthwith give notice thereof to each Warrantholder
and thereupon, every Warrantholder shall be entitled by irrevocable surrender of his/her
Bonus Warrant certificate(s) to the Company (such surrender to occur not later than two (2)
business days prior to the proposed shareholders’ meeting referred to above) with the
Subscription Form(s) duly completed, together with payment of the Exercise Moneys (or the
relative portion thereof), to exercise the Subscription Rights represented by such Bonus
Warrant certificate(s) and the Company shall as soon as possible and in any event no later
than the day immediately prior to the date of the proposed shareholders’ meeting allot such
number of Shares to the Warrantholder which fall to be issued pursuant to the exercise of the
Subscription Rights represented by such Bonus Warrant certificate(s) to the extent specified
in the Subscription Form(s); and

if an effective resolution is passed during the Subscription Period for the voluntary winding-
up of the Company for the purpose of reconstruction or amalgamation pursuant to a scheme
of arrangement to which the Warrantholders, or some persons designated by them for such
purpose by Special Resolution (as defined in the Instrument), shall be a party, or in conjunction
with which a proposal is made to the Warrantholders and is approved by Special Resolution,
the terms of such scheme of arrangement or (as the case may be) proposal shall be binding on
all the Warrantholders.

Subject to the foregoing, if the Company is wound up, all Subscription Rights which have not been
exercised at the commencement of winding up shall lapse and Bonus Warrant certificates will cease to be

valid for any purpose.
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17. NOTICES
The Instrument contains provisions relating to notices to be given to Warrantholders.

Every Warrantholder shall register with the Company an address in Hong Kong to which notices to
be given to such Warrantholder are to be sent.

18. GOVERNING LAW

The Instrument and the Bonus Warrants are governed by and shall be construed in accordance with
the laws of Hong Kong.
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INTRODUCTION

The Listing Rules permit companies with primary listing on the Stock Exchange to repurchase their
own securities, subject to certain restrictions as set out in Rules 10.05 and 10.06 of the Listing Rules, on
the Stock Exchange. At the EGM, notice of which is set out on pages 184 to 188 of this circular, an
ordinary resolution will be proposed to grant to the Directors authority to repurchase Shares up to 10% of
the issued share capital of the Company immediately after completion of the Rights Issue and up to 10%
of the total number of Bonus Warrants in issue immediately after completion of the Rights Issue and the
Bonus Issue or if the Rights Issue is not completed, on the date of the passing of the Repurchase
Mandate. The existing general mandate granted to the Directors to repurchase Shares pursuant to the
ordinary resolution set out in paragraph 5 of the notice convening an extracrdinary general meeting dated
18 June 2001 shall be revoked upon the passing of the resolution granting the Repurchase Mandate.

The Repurchase Mandate will, if granted, remain in effect until the earliest of (i) the conclusion of
the next annual general meeting of the Company; (ii) the expiration of the period within which the next
annual general meeting of the Company is required to be held by the law or by the articles of association
of the Company; and (iii) its revocation or variation by an ordinary resolution of the Shareholders in

general meeting.

The information set out below serves as the explanatory statement in relation to the Repurchase
Mandate as required under Rule 10.06(1)(b) of the Listing Rules to provide the Shareholders with all the
information reasonably necessary for them to make an informed decision on whether to vote for or
against the ordinary resolution approving the Repurchase Mandate and constitutes the memorandum of
the terms of the proposed repurchases required under section 498 A of the Companies Ordinance (Chapter
32 of the Laws of Hong Kong).

SHARE CAPITAL OUTSTANDING

As at the Latest Practicable Date, the aggregate nominal amount of the issued share capital of the
Company was HK$46,097,894.20 comprising 460,978,942 Shares and there were outstanding share options
granted under the share option scheme of the Company adopted on 20 July 1992 entitling holders thereof
to subscribe for an aggregate of 376,750 Shares. As at the Latest Practicable Date, no warrants were in
issue. Immediately upon the issue and allotment of the Rights Shares and the Bonus Warrants, the
aggregate nominal amount of the issued share capital of the Company will be HK$138,293,682.60
comprising 1,382,936,826 Shares and 276,587,365 Bonus Warrants.

On the basis that none of the outstanding share options are exercised prior to the date of the EGM
and no further Shares are issued or repurchased prior to the EGM, and subject to the passing of the
relevant ordinary resolution approving the Repurchase Mandate, the Company would be allowed under
the Repurchase Mandate to repurchase a maximum of 138,293,682 Shares, being 10% of the issued share
capital of the Company immediately after completion of the Rights Issue.

On the basis that none of the outstanding share options are exercised prior to the date of the EGM
and no further Shares are issued or repurchased prior to the EGM, and subject to the passing of the
relevant ordinary resolution approving the Repurchase Mandate, the Company would be allowed under
the Repurchase Mandate to repurchase a maximum of 27,658,736 Bonus Warrants, being 10% of the total
number of the Bonus Warrants in issue immediately after completion of the Rights Issue.
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REASON FOR REPURCHASES

The Directors currently have no intention of repurchasing securities of the Company. However, the
Directors believe that it is in the best interests of the Company and the Shareholders to have a general
authority from the Shareholders to enable the Directors to repurchase the securities on the market at
appropriate times. Such repurchases may, depending on market conditions and funding arrangements at
the time, lead to an enhancement of the net value of the Company and its assets and/or its earnings per
Share and will only be made when the Directors believe that such repurchases will benefit the Company
and the Shareholders.

FUNDING OF REPURCHASES

In repurchasing securities, the Company may only apply funds legally available for such purpose in
accordance with its memorandum and articles of association and the applicable laws of Hong Kong.

It is envisaged that the funds required for any repurchase would be derived from the capital paid up
on the Shares being repurchased and from the distributable profits of the Company.

The exercise of the Repurchase Mandate in full will not have a material adverse impact on the
working capital or gearing position of the Company as compared with that disclosed in its most recent
published audited accounts as at 31 December 2001 contained in its annual report.

Should there be a change on the working capital or gearing position of the Company if the Repurchase
Mandate is exercised in full, the Directors do not propose to exercise the Repurchase Mandate to such
extent as would, in the circumstances, have a material adverse effect on the working capital of the
Company or the gearing level (as compared with the position disclosed in its most recent published
audited accounts as at 31 December 2001) which in the opinion of the Directors are from time to time
appropriate for the Company.

DISCLOSURE OF INTEREST

None of the Directors nor, to the best of their knowledge having made all reasonable enquiries, any
of his respective associates, has a present intention to sell securities to the Company if the Repurchase
Mandate is approved by the Shareholders.

No connected person (as defined in the Listing Rules) of the Company has notified the Company
that he/she has a present intention to sell securities to the Company, or has undertaken not to do so, in the
event that the Company is authorised to make repurchases of its own securities.

UNDERTAKING OF THE DIRECTORS
The Directors have undertaken to the Stock Exchange that, so far as the same may be applicable,

they will exercise the Repurchase Mandate in accordance with the Listing Rules and the applicable laws
of Hong Kong.
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SHARE REPURCHASES MADE BY THE COMPANY

Neither the Company nor any of its subsidiaries had purchased any Shares (whether on the Stock
Exchange or otherwise) in the six months preceding the Latest Practicable Date.

SHARE PRICES

The highest and lowest prices at which the Shares have been traded on the Stock Exchange during
each of the previous twelve months preceding the Latest Practicable Date were as follows:

per Share
Highest Lowest
HK$ HK$
2001
May 1.200A 0.770A
June 1.020A 0.840A
July 1.000A 0.810A
August 0.950A 0.600A
September 0.630 0.350
October 0.450 0.380
November 0.440 0.300
December 0.430 0.330
2002
January 0.425 0.345
February 0.420 0.360
March 0.410 0.250
April 0.310 0.250

Note: A - Adjusted for Share consolidation 10 to 1 with effect from 10 August 2001.
GENERAL

If, as a result of a securities repurchase a shareholder’s proportionate interest in the voting rights of
the repurchasing company increases, such increase will be treated as an acquisition of voting rights for
the purposes of the Takeovers Code. As a result, a Shareholder or a group of Shareholders, acting in
concert with each other could, depending on the level of increase of the Shareholders’ interest, obtain or
consolidate control of the Company and become obliged to make a mandatory offer in accordance with
Rule 26 of the Takeovers Code.

As at the Latest Practicable Date, each of (a) Paul Y. - ITC Construction Holdings Limited and its
subsidiaries (“Paul Y. Group”) and (b) Hanny Holdings Limited and its subsidiaries (“Hanny Group”)
held 80,440,000 Shares, representing approximately 17.45% of the existing issued share capital of the
Company. In the event that the Directors exercised in full the power to repurchase Shares in accordance
with the terms of Repurchase Mandate, each of the shareholding of Paul Y. Group and Hanny Group in
the Company would be increased to approximately 19.39% of the issued share capital of the Company.
As a result, Paul Y. Group and Hanny Group would be required under the Takeovers Code to make a
mandatory offer for all the outstanding Shares pursuant to such increase.
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The Directors have no intention to exercise the Repurchase Mandate to such an extent that will
result in a requirement of a Shareholder, or group of Shareholders acting in concert, to make a general
offer under the Takeovers Code.

Assuming no Share Options are exercised before the Record Date, upon completion of the Rights
Issue, each of (a) Paul Y. Group and (b) Hanny Group held 541,418,942 Shares, representing approximately
39.15% of the then existing issued share capital of the Company. In the event that the Directors exercised
in full the power to repurchase Shares in accordance with the terms of the Repurchase mandate, each of
the shareholding of Paul Y. Group and Hanny Group in the Company would be increased to approximately
43.5% of the then existing issued share capital of the Company. As a result, Paul Y. Group and Hanny
Group are not required under the Takeovers Code to make a mandatory offer for all the outstanding
Shares pursuant to such increase.

Any purchase of Shares which results in the amount of Shares held by the public being reduced to
less than 25% could only be implemented with the agreement of the Stock Exchange. Except in
extraordinary circumstances, such agreement would not normally be given by the Stock Exchange.

It is the intention of Paul Y. Group and Hanny Group and parties acting in concert with them to
maintain the listing of the Company. Accordingly, the Company, the Substantial Shareholders and their
respective directors have joint and severally undertaken to the Stock Exchange that the Company and the
Substantial Shareholders will take appropriate steps, to ensure not less than 25% of the Shares are held
by the public at all times in compliance with the minimum public float requirement of the Listing Rules.
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MARKET PRICES

The table below shows the closing prices of the Shares as recorded on the Stock Exchange on (i)
the last day on which dealings took place in each of the six months immediately preceding the date of the
Announcement; (ii) 8 March 2002, being the last day preceding the day on which trading in the Shares
was suspended pending the issue of the Announcement; and (iii) the Latest Practicable Date.

Date Share price

HK$
31 August 2001 0.650
28 September 2001 0.450
31 October 2001 0.415
30 November 2001 0.385
31 December 2001 0.400
30 January 2002 0.390
28 February 2002 0.410
8 March 2002 0.390
Latest Practicable Date 0.320

The highest and lowest closing prices of the Shares as recorded on the Stock Exchange during the
period between 7 September 2001, being the date six months prior to the day trading in the Shares was
suspended pending the issue of the Announcement, and ending on the Latest Practicable Date were
HK$0.65 on 31 August 2001 and HK$0.25 on 15 March 2002 and 25 April 2002 respectively.

DISCLOSURE OF INTERESTS

As at the Latest Practicable Date, the interests of the Directors and chief executive of the Company
and their associated corporations in the Shares within the meaning of the SDI Ordinance which have
been notified to the Company and the Stock Exchange pursuant to section 28 of the SDI Ordinance
(including interests which they are deemed or taken to have under section 31 of, or Part I of the Schedule
to, the SDI Ordinance) or which are required pursuant to section 29 of the SDI Ordinance to be entered
in the register referred to therein, or which are required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Companies
contained in the Listing Rules, were as follows:

Number of Shares

Personal Family Corporate
Interests Interests Interests
Chan Kwok Keung, Charles (Note) - - 80,440,000
Lien Kait Long 632 - -

Note: Dr. Chan Kwok Keung, Charles (“Dr. Chan”) is deemed to be interested in 80,440,000 Shares held by Calisan by
virtue of his interest in Chinaview International Limited (“Chinaview”). Dr. Chan owns the entire interest of
Chinaview which in turn owns the entire interest in Galaxyway Investments Limited (“Galaxyway”). Galaxyway
owns more than one-third of the entire issued ordinary share capital of ITC Corporation Limited (“ITC"”). ITC owns
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the entire interest of ITC Investment Holdings Limited (“ITC Investment”). ITC Investment owns the entire interest
in Hollyfield Group Limited (“Hollyfield”). Hollyfield owns more than one-third of the entire issued share capital
of Paul Y. - ITC Construction Holdings Limited (“Paul Y.”). Paul Y. owns the entire interest of Paul Y. - ITC
Construction Holdings (B.V.L) Limited (“PYBVI”) which in turn owns the entire interest in Paul Y. — ITC Investments
Group Limited (“PYITCIG”). PYITCIG owns the entire interest of Great Decision Limited (“GDL") which in turn
owns the entire interest in Calisan. Accordingly, GDL, PYITCIG, PYBVI, Paul Y., Hollyfield, ITC Investment,
ITC, Galaxyway, Chinaview and Dr. Chan are deemed to be interested in 80,440,000 Shares which are held by
Calisan.

Save for Dr. Chan Kwok Keung, Charles, who is deemed to subscribe for the Rights Shares through
Calisan, Mr. Lien Kai Long indicated that he will subscribe for the Rights Shares.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors or chief executive
of the Company had, or was taken or deemed to have under section 28 of the SDI Ordinance or under
section 31 of, or Part I of the Schedule to, the SDI Ordinance, any interests in the Shares or Share
Options of the Company or any of its associated corporations, within the meaning of the SDI Ordinance
which is required to be notified, or which is required to be entered in the register kept by the Company
pursuant to section 29 of the SDI Ordinance or which were required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed
Companies of the Listing Rules.

Save as disclosed above:

(i)  none of the Directors nor experts named under the section headed “Expert(s)” has any direct
or indirect interest in any assets which have been, since 31 December 2001, being the date to
which the latest published audited accounts of the Group were made up, acquired or disposed
of by, or leased to the Company or any of its subsidiaries, or are proposed to be acquired or
disposed of by, or leased to, the Company or any of its subsidiaries; and

(i1) no Director is materially interested in any contract or arrangement entered into by the Company
or any of its subsidiaries which contract or arrangement is subsisting at the date of this
circular and which is significant in relation to the business of the Group.

SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, so far as was known to any Director or chief executive of the
Company, each person, other than the Directors or chief executive of the Company, who is, directly or
indirectly, interested in 10% or more of the nominal value of any class of share capital carrying voting

rights to vote in all circumstances at general meetings of the Company is as follows:

Approximate % of

Name No. of Shares issued share capital
Well Orient (Note) 30,440,000 17.45%
Powervote Technology Limited (Note) 80,440,000 17.45%
Hanny Magnetics (B.V.1.) Limited (Note) 80,440,000 17.45%
Hanny Holdings Limited (Note) 80,440,000 17.45%

Note: Well Orient is wholly owned by Powervote Technology Limited (“PTL”) which is in turn wholly owned by Hanny
Magnetics (B.V.I.) Limited (““Hanny Magnetics”). Hanny Magnetics is wholly owned by Hanny Holdings Limited
(“Hanny”). PTL, Hanny Magnetics and Hanny were deemed to be interested in 80,440,000 Shares which were held
by Well Orient.
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Save as disclosed above, so far as was known to any Director, there was no person who, as at the
Latest Practicable Date, was directly or indirectly interested in 10% or more of the issued share capital or
of any options in respect of such capital of the Company.

As at the Latest Practicable Date, so far as was known to any Director or chief executive of the
Company, no person (not being a Director or chief executive of the Company), other than those whose
interests are set out below, was directly or indirectly interested in 10% or more of the nominal value of
any class of share capital carrying rights to vote in all circumstances at general meetings of any member
of the Group (other than the Company) or held any options in respect of any such capital:

% of interest in
share capital held by:

Other  Name of other
Name of subsidiary The Group shareholder(s) shareholder(s)
PAECHBREGHARLA 60 40 PEAEEBERAA
(Beijing Diaoyutai (Diaoyutai Economic
International Investment Development
Consultancy Company Limited) Corporation)
Best Glory Limited 70 30 Chips Plus Development
(Note b) Incorporated
AN EERMREARLS A 60 40 TFHRERFERARA
(China Net Technical Co., Limited) (China IT Development
Corporation)
China Telecom International Limited 51 49  China Telecom Investment
Corporation
K FE R OK PR A A BR A A 51 49  KELEEMBELLF
(Dazhai CSI Cement Co., Ltd) (Dazhai Economic
Development
Corporation)
Dionysus Investments Limited 70 30  Chips Plus Development
(Note b) Incorporated
BEWELEROGARLS A 55 45 KIFRERK
(Double Happiness Tyre Industries (Note a) (Taiyuan Rubber Factory)
Corporation Limited)
Earnfull Industrial Limited 90 10 Wang Ming Jian
Exburg Limited 70 30  Chips Plus Development
(Note b) Incorporated
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Name of subsidiary

Gladly Development Limited

Goldsmith Assets Limited

BN r R E AR A
(Guang Zhou Jiang Nan Property

% of interest in
share capital held by:
Other  Name of other
The Group  shareholder(s) shareholder(s)

70 30  Chips Plus Development
{Note b) Incorporated
70 30  Chips Plus Development
(Note b) Incorporated
75 25 JEON T i BR @ 7 R At
R A

Co., Ltd) (Guangzhou Haizhu City
Construction Development
Co))
RMEF LT HRL A 51 49 EBEWIXEBRRF
(Hangzhou Fu Chun Jiang (Fu Yang Shi Industrial
Chemical Industrial Co., Ltd.) Group Co.)
TN F KRB AR F 51 49 BUMNARRE A8 R
(Hangzhou Zhongce (Note a) (Hangzhou Rubber Factory)
Rubber Co., Ltd.)
Holburn Properties Limited 70 30  Chips Plus Development
(Note b) Incorporated
BEMBEEERRAF 70 30  Chips Plus Development
(Huizhou Best Glory Property Ltd.) (Note b) Incorporated
BEHEFEEFRAA 70 30  Chips Plus Development
(Huizhou Gladly Property Ltd.) (Note b) Incorporated
BEMNEBEEARAE 70 30  Chips Plus Development
(Huizhou World Express Property Ltd.) (Note b) Incorporated
MBK China Strategic Limited 60 40  Mitsui & Co., Limited
Nice Home Properties Limited 78 22 Sung Chai
EHRRERYERBKRNG 51 49  hEEmEKYES R -
HIRA A B R K R
(Ningbo Zhongce Taifeng Food (Ningbo Taifeng Flour &
Co., Ltd) Mondodium Glutamate

Factory)
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Other  Name of other
Name of subsidiary The Group shareholder(s) shareholder(s)
Orion (B.V.1.) Tire Corporation 60 40  Coronada Holding Limited
(Note a)
Orion Tire Corporation 60 40  Coronada Holding Limited
(Note a)
Principal Diamond Limited 80 20  Wonder Wealth Limited
Ruby Uniforms Limited 90 10 Frederick Poon Chuan Ki
FHRBMEREELEARAL A 60 30 HEHIESREMBERM
(Shenzhen Longchen Xinyuan (Note c) BHR A
Industrial Co., Ltd.) (Shenzhen Huayu
Investment &
Development Co., Ltd.)
FYBEFEBERD L 86 10 HFIREFEER
HR2 A (Note d) (EH) 7
(Shenzhen SEZ Development (Shenzhen Special Economic
Centre Co., Ltd.) Zone Development
(Group) Company)
World Express Limited 70 30 Chips Plus Development
(Note b) Incorporated
WEPRBRBARLA 77.77 1593 MEBREBEK
(Yantai C.S.I. Rubber Co., Ltd.) (Note a) {Yantai Rubber Factory)
63 MEEBRBBHRARALF
(Yantai Chang Sheng
Rubber Tyre Co., Limited)
FN PR (R RBAERAF 51 49 ZEHARIBEMR
(Yinchuan C.S.I. (Greatwall) (Note a) (Ningxia Yinchuan Rubber
Rubber Co., Ltd.) Manufacturing)
—E () PREARIRE 55 40 FEHNBEROGERALA
BRAA (Di Yi Tractor Corporation)
(Yituo (Ningbo) C.S.I. Tractor
& Automobile Co., Limited)
Notes:
a. These shareholdings are held by China Enterprises Limited (“CEL”), which operates in the PRC and its shares are

% of interest in
share capital held by:

listed on the New York Stock Exchange. The Group holds 55.2% effective equity interest and 88.8% effective

voting interest in CEL.
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b. Chips Plus Development Incorporated directly owns 30% interest in Dionysus Investments Limited which in turn
directly owns 100% interest in Exburg Limited, Goldsmith Assets Limited and Holburn Properties Limited. Exburg
Limited directly owns 100% interest in Gladly Development Limited which in turn directly owns 100% equity
interest in Huizhou Gladly Property Ltd.. Goldsmith Assets Limited directly owns 100% interest in Best Glory
Limited which in turn directly owns 100% equity interest in Huizhou Best Glory Property Ltd.. Holburn Properties
Limited directly owns 100% interest in World Express Limited which in turn directly owns 100% equity interest in
Huizhou World Express Property Ltd..

c. The remaining 10% interest in Shenzhen Longchen Xinyuan Industrial Co., Ltd. is held by two minority shareholders,
the ultimate interests of which, so far as were known to the Directors and chief executive of the Company, were
neither held by the Group nor the other substantial shareholder of Shenzhen Longchen Xinyuan Industrial Co., Ltd.
One of the minority shareholders has agreed to dispose of its 5% equity interest in Shenzhen Longchen Xinyuan
Industrial Co., Ltd. to Shenzhen Huayu Investment & Development Co., Ltd. Such transfer of interest is still in
process.

d. The remaining 4% interest is indirectly held by minority shareholders through an intermediate holding company of
Shenzhen SEZ Development Centre Co., Ltd., the ultimate interests of which, so far as were known to the Directors
and chief executive of the Company, were neither held by the Group nor the other substantial shareholder of
Shenzhen SEZ Development Centre Co., Ltd..

SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing or proposed service
contract with any member of the Group, save for contracts expiring or terminable by the employer within
one year without payment of compensation, other than statutory compensation.

There are no contracts entered into or commenced or amended in the past six months.
SECRETARY
The secretary of the Company is Chan Yan Yan, Jenny, Chartered Secretary.

LITIGATION

a. In August 1999, the architect of Paul Y. Plaza (formerly Jiangnan Centre) located in Guangzhou,
the PRC initiated legal proceedings against Eventic Limited (“Eventic™), an indirect non-wholly
owned subsidiary of the Company, in respect of a claim for payment of service fees and other
expenses of HK$0.6 million and HK$6.6 million respectively. Eventic engaged the architect for
architectural services in respect of Paul Y. Plaza.

Eventic has vigorously defended the claims and made a counterclaim for loss and damages suffered
due to insufficient supervisory services provided by the architect.

In view of the counterclaim made by Eventic, the architect amended its total claims to HK$7.7
million. As at the Latest Practicable Date, the proceedings are still ongoing and are at the stage of
the exchange of documents. After taking into consideration the advice of the Group’s legal counsel,
the Directors consider the outcome of the proceedings will not have a material adverse financial
effect on the Group.
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b.  In July 2001, M 44 5 & A FR 2> & (Huizhou World Express Property Ltd.) (“Huizhou World
Express”), an indirect non-wholly owned subsidiary of the Company, initiated legal proceedings
against the Huizhou Municipal Government of the Guangdong Province, the PRC, in its capacity as
the guarantor of 2 M 71 5 3K &£ B H R 24 7] (Huizhou Jia Cheng Group Co., Ltd.) (“Huizhou Jia
Cheng”), # 8 & 35 487K 0 T2 4 [A (the main contractor for the construction of Hongkong Macau
Square), under J& 4 FE 58 & (a guarantee letter) dated 7th September, 1994 executed by the Huizhou
Municipal Government in favour of Huizhou World Express. The amount claimed by Huizhou
World Express was approximately RMB243.6 million, being the construction costs of approximately
RMB167.5 million paid by Huizhou World Express to Huizhou Jia Cheng together with the damages
for the amount of approximately RMB76.1 million.

As at the Latest Practicable Date, Huizhou World Express is awaiting for the hearing of the case.
At this stage, the outcome cannot be predicted with certainty. As the total construction costs of
Hongkong Macau Square has already been written off, the Directors are of the opinion that there is
unlikely to be any material adverse financial impact on the Group in the event that the final
judgement is not in favour of Huizhou World Express.

c. In November 2001, the purchasers (the “Purchasers”) on certain properties of Hongkong Macau
Square, Huizhou according to the pre-sale agreements dated 7 September 1994 initiated legal
proceedings against Huizhou World Express for failure to hand over the properties of Hongkong
Macau Square to the Purchasers. The amounts claimed by the Purchasers were approximately
HK$76.6 million, being the pre-sale deposit together with damages of approximately RMB64.2
million and relevant legal expenses.

In January 2002, Huizhou World Express filed its defences alleging that in accordance with the
terms of the above-mentioned agreements, any disputes between the contractual parties should be
resolved by means of arbitration. As at the Latest Practicable Date, JE R & B M T P 8 A R LBt
(the Intermediate People’s Court of Huizhou, Guangdong Province) is still considering the cases.
At this stage, the outcome cannot be predicted with certainty. It is the view of the Directors that,
there is unlikely to be any material adverse financial impact on the Group in the event that the final
judgement is not in favour of Huizhou World Express.

Save as disclosed above, as at the Latest Practicable Date, so far as the Directors are aware, neither
the Company nor any of its subsidiaries is engaged in any litigation or arbitration or claims of material
importance and no litigation or claims of material importance is known to the Directors to be pending or
threatened by or against any member of the Group.
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EXPERTS

ICN, Platinum, Grant Sherman Appraisal Limited, RHL Appraised Limited and CB Richard Ellis
Limited have given and have not withdrawn their respective written consents to the issue of this circular
with the inclusion of their letter, report or certificate (as the case may be) and reference to their names in
the form and context in which they appear.

ICN, Platinum, Grant Sherman Appraisal Limited, RHL Appraised Limited and CB Richard Ellis
Limited have no shareholding in any member of the Group or right (whether legally enforceable or not)
to subscribe for or to nominate persons to subscribe for securities in any member of the Group.

MATERIAL CONTRACTS

During the two years immediately preceding the date of 14 March 2002, date of the Announcement,
the following contracts, not being contracts entered into in the ordinary course of business, have been
entered into by the Group and are or may be material:

(a) an agreement dated 8 August 2000 entered into between the Company as purchaser and
Paysoda Limited as vendor (“Paysoda”) pursuant to which the Company agreed to acquire or
procure its wholly owned subsidiary to acquire and Paysoda agreed to sell 41,783,750 shares
of Kerry Group Limited, 5,130,970 shares of Kuok Brothers Sdn. Berhad, 8,490,560 shares
of Kuok (Singapore) Limited and 1,000,000 shares of Ban Thong Company Limited at an
aggregate consideration of HK$533 million. The agreement has become null and void and of
no further effect since the condition set out thereunder was not fulfilled.

(b) an agreement dated 2 November 2000 entered into between Sing Pao Newspaper & Publications
Limited as vendor and Optima Media Holding Limited (“Optima”), a 65% owned subsidiary
of the Company at that time, as purchaser in relation to the acquisition of the publishing
business under the name of Sing Pao Newspaper (“Sing Pao”) for a consideration of
HK$150,000,000. Completion of the transaction took place in December 2000;

(c) an agreement dated 17 November 2000 entered into between Simultronics Limited as vendor,
Win Allied Holding Inc. as vendor, Chan Boon Ho, Peter as vendor, Gold Brilliant Limited
{“Gold Brilliant™), a company owned as to 65% by the Company at that time as purchaser,
Star East Holdings Limited (“SEH”) as guarantor for the purchaser and the Company as
guarantor for the purchaser in respect of the acquisition of approximately 38.65% of the
entire issued share capital of Huey Tai International Limited (“Huey Tai”) (now renamed
Premium Land Limited with the stock code of 164) for a consideration of HK$133,060,984.32.
Completion of the transaction took place in January 2001;

(d) an agreement dated 17 November 2000 entered into between Good Trend Enterprises Limited
(*“Good Trend”), a wholly owned subsidiary of the Company as vendor, Capital Deal
Investments Limited (“Capital Deal”) as vendor, Actiwater Resources Limited (“Actiwater
Resources”) as purchaser, the Company as guarantor for Good Trend, SEH as guarantor for
Capital Deal and Huey Tai as guarantor for the purchaser in respect of the disposal of all the
issued and outstanding shares of Optima together with all the issued and outstanding shares
of two other wholly-owned subsidiaries of the Company, which are engaged in the magazine
and media businesses respectively for a consideration of HK$110,000,000. Completion of the
transaction took place in January 2001;
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(e)

0

(&)

(h)

(1)

Q)

(k)

a share purchase and option agreement dated 10 November 2000 entered into between Tung
Fong Hung (Holdings) Limited (“TFH”) (now renamed Hason Eastern (Holdings) Limited)
which was and still is an independent third party and See Ying Limited (“See Ying”), a
wholly owned subsidiary of the Company in respect of the acquisition of 49% interest in
Tung Fong Hung Investment Limited (“TFH Investment”) for a consideration of
HK$44,100,000 with an option granted by TFH to See Ying to exercise a right to acquire the
balance of the shareholdings, being 51% interest in TFH Investment, at the option price of
HK$45,900,000 during a period of two years commencing on the date of such agreement.
Completion of the transaction took place in January 2001;

an agreement dated 18 May 2001 entered into between Good Trend as vendor, Capital Deal
as vendor, the Company as guarantor for Good Trend, SEH as guarantor for Capital Deal,
Upland Profits Limited (“Upland Profits”) as purchaser and Capital Strategic Investment
Limited (“CSI”) as guarantor for purchaser in relation to the disposal of the entire issued
share capital of Gold Brilliant, a holding company of Sing Pao Media (“Sing Pao Media”)
(formerly known as Huey Tai and now renamed as Premium Land Limited) and the assignment
of the shareholder loans due from Gold Brilliant by Good Trend and Capital Deal to CSI for a
consideration of HK$206,000,000. Completion of the transaction took place in July 2001;

a disposal agreement dated 18 May 2001 entered into between Expert Solution Limited
(“Expert Solution”), a 65% owned subsidiary of the Company, as purchaser, and Sing Pao
Media as vendor, in relation to the disposal of the entire issued share capital of the shareholder
loan to Actiwater Resources by Sing Pao Media to Expert Solution for a consideration of
HK$110,000,000. Completion of the transaction took place in July 2001;

an agreement dated 24 September 2001 entered into between Expert Solution as vendor and
STAREASTnet.com Corporation (“STAREASTnet”) (now renamed as Sing Pao Media Group
Limited with the stock code of 8010) as purchaser in respect of the disposal of the entire
issued share capital of and assignment of shareholder loan due from Actiwater Resources by
Expert Solution to STAREASTnet for the consideration of HK$210 million. Completion of
the transaction took place in December 2001;

a subscription agreement dated 1 February 2002 entered into between Million Good Limited
(“Million Good™), a wholly owned subsidiary of CEL, as subscriber, Ananda Wing On Travel
(Holdings) Limited {(“Ananda’), Chan Yeuk Wai and CEL as subscriber guarantor in respect
of the subscription of 4,800,000,000 shares in Ananda at an initial subscription price of
HK$0.027 per share by Million Good for a consideration of HK$129,600,000. CEL is a
company owned as to 55.2% effective equity interest and 88.8% effective voting interest by
the Company. Completion of the transaction took place in April 2002;

a subscription agreement dated 1 February 2001 entered into between Ananda, CEL as
subscriber and Hounslow Limited in respect of the subscription of convertible note in the
amount of HK$120,000,000 attaching with conversion rights to convert the note into shares
of Ananda at the conversion price of HK$0.032 per share by CEL. Completion of transaction
took place in April 2002; and

the Underwriting Agreements.
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CORPORATE INFORMATION

Legal advisers Sidley Austin Brown & Wood
49th Floor
Bank of China Tower
1 Garden Road

Central
Hong Kong
Registered Office 8th Floor, Paul Y. Centre
of the Company 51 Hung To Road, Kwun Tong

Kowloon, Hong Kong

Company secretary Chan Yan Yan, Jenny,
Chartered Secretary

Authorised representatives Lien Kait Long
Chan Ling, Eva

Auditors Deloitte Touche Tohmatsu
Certified Public Accountants
26th Floor
Wing On Centre
111 Connaught Road Central
Hong Kong

Registrar office | Standard Registrars Limited
5th Floor, Wing On Centre
111 Connaught Road Central
Hong Kong

Principal Bankers Bank of China (Hong Kong) Limited
EXPENSES

The expenses in connection with the Rights Issue with the Bonus Issue and the Whitewash Waiver,
including financial advisory fee, underwriting commission, printing, registration, translation, legal and

accounting charges are estimated to amount to approximately HK$2.8 million and are payable by the
Company.
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DIRECTORS

Dr. Chan Kwok Keung, Charles of 33/F., Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon,
Hong Kong, aged 47, is the chairman and chief executive officer of the Company and the chairman of
China Enterprises Limited (“China Enterprises”), a company whose shares are listed on the New York
Stock Exchange. Dr. Chan holds an honorary degree of Doctor of Laws and a bachelor’s degree in civil
engineering and has over 22 years’ international corporate management experience in the construction
and property sectors as well as in strategic investments. Dr. Chan is also the chairman of ITC Corporation
Limited (“ITC”), Paul Y. and Hanny, companies whose securities are listed on the Stock Exchange. He is
also a non-executive director of Downer EDI Limited (“Downer”), a company whose shares are listed on
the Australian Stock Exchange and an executive director of Ananda Wing On Travel (Holdings) Limited
(“Ananda”), a company whose securities are listed on the Stock Exchange.

Mr. Yap, Allan of 7/F., Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong, aged
46, has over 20 years’ experience in finance, investment and banking. He is the vice chairman of the
Company and China Enterprises. He is the managing director of Hanny. He is an executive director of
ITC and Ananda. Mr. Yap is also the chairman and chief executive officer of Burcon NutraScience
Corporation (“Burcon”). Burcon is a publicly listed company in Canada.

Ms. Chau Mei Wah, Rosanna of 31/F., Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon,
Hong Kong, aged 47, is an executive Director. She has over 22 years’ experience in accounting and
finance. Ms. Chau holds a bachelor’s degree and a master’s degree in commerce and is a member of the
Hong Kong Society of Accountants, CPA Australia and the Certified General Accountants’ Association of
Canada. She joined the Company in.2000. She is the managing director of ITC and an executive director
of each of Paul Y., Star East Holdings Limited and China Land Group Limited (“China Land”), companies
whose securities are listed on the Stock Exchange. She is also a director of Burcon.

Mr. Lien Kait Long of 8/F., Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong,
aged 54, is an executive Director. Mr. Lien holds a bachelor’s degree in commerce and is a member of
Institute of Certified Public Accountants of Singapore and CPA Australia. Mr. Lien joined the Company
in 1998. He has over 31 years’ experience in finance, accounting, investment and banking. He is a
director of Australia Net.Com Limited, a company whose shares are listed on the Australian Stock
Exchange and a non-executive director of China Development Corporation Limited (“China Development™),
a company of which its shares are listed on the Stock Exchange.

Mr. Li Wa Kin of 8/F., Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong, aged
46, is an executive Director. Mr. Li joined the Company in July 1998. He is the President of the Greater
China division of the Company. Mr. Li has more than 21 years’ experience in international trade, investment
and management. He is very familiar with PRC investment environment and legal system.

Mpr. David Edwin Bussmann of 47 Conduit Road, Apartment 7A, Mid-Levels, Hong Kong, aged 48,
was appointed as an independent non-executive Director in February 2000. Mr. Bussmann has more than
21 years’ experience in the investment and finance field, and is very familiar with investment issues
related to the PRC, as well as with sectors such as technology, real estate, and direct investments. He
previously worked at Salomon Brothers, Citibank, Bank of America and Prudential Asia.
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Ms. Choy Hok Man, Constance of 49/F., Bank of China Tower, 1 Garden Road, Central, Hong
Kong, aged 41, was appointed as an independent non-executive Director in April 2001. She holds
directorship in a number of listed companies in Hong Kong. She is a practising solicitor in Hong Kong
and England and is a partner of Sidley Austin Brown & Wood, an international law firm.

Mr. Chan Kwok Hung of 27/F., Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong
Kong, aged 43, is an alternate Director to Dr. Chan Kwok Keung, Charles. He holds a diploma in arts and
has over 18 years’ experience in trading business in the PRC. Mr. Chan joined the Company in 2000. He
is the chairman of China Land, an executive director of ITC and Hanny. Mr. Chan is the younger brother
of Dr. Chan Kwok Keung, Charles, the chairman and chief executive officer of the Company.

Mr. Lui Siu Tsuen, Richard of 7/F., Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong
Kong, aged 46, is an alternate Director to Mr. Yap, Allan. He is a qualified accountant and worked for an
international accounting firm for over 11 years and has previously held senior financial positions in both
private and publicly listed companies. Mr. Lui joined the Company in 2001. He is the deputy managing
director of Hanny. Mr. Lui is an executive director of Ananda and a non-executive director of China
Development.

Mr. Lau Ko Yuen, Tom of 31/F., Paul Y. Centre, 51 Hung To Road, Kwun, Kowloon Tong, Hong
Kong, aged 50, is an alternate Director to Ms. Chau Mei Wah, Rosanna. He has over 28 years’ international
corporate management experience in the construction industry. Mr. Lau joined the Company in 2000. He
is the deputy chairman of ITC and Paul Y. and a director of New World CyberBase Limited, a company
whose securities are listed on the Stock Exchange. Mr. Lau is also the chairman of Downer.

SENIOR MANAGEMENT

Mr. Chu Chin Lin, Simon of &/F., Paul Y. Center, 51 Hung To Road, Kwun Tong, Kowloon, Hong
Kong, aged 36, is a vice president of the Greater China division of the Company. He studied China
Europe International Business School MBA M. Engineer of S.J.S.M.I.T. at Taiwan and Marketing at
Kingston College in Vancouver, Canada. He has over 9 years’ experience in ISO system management,
logistic management in the PRC. He is responsible for the management, business development and
special project in the PRC. Mr. Chu joined the Company in 2000.

Ms. Chan Ling, Eva of 8/F., Paul Y. Center, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong,
aged 36, is the financial controller of the Company. She worked for international accounting firms in
Hong Kong and Australia before she joined the Company in 1996. Ms. Chan is a member of the Institute
of Chartered Accountants in Australia, a fellow member of the Association of Chartered Certified
Accountants and also a certified public accountant in Hong Kong.

Ms. Law, Dorothy of 8/F., Paul Y. Center, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong,
aged 32, is a director of China Enterprises, a subsidiary of the Company. She received her Bachelor of
Commerce and Bachelor of Laws degrees from the University of British Columbia in Canada. Ms. Law is
a barrister and solicitor licensed to practice law in British Columbia, Canada and has also been admitted
as a solicitor of the High Court of Hong Kong. Ms. Law is also a director of Burcon NutraScience
Corporation and corporate counsel of Hanny. She joined the Group in 2000.
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DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business hours at the
office of the Company at §th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong
up to and including 4 June 2002 and at the forthcoming EGM:

the memoranda of association and articles of association/bye-laws of each of the Company,
Hanny and Paul Y,;

- the Underwriting Agreements;
- letter from Platinum dated 10 May 2002;
- letter from the Independent Non-Executive Director dated 10 May 2002;

- the material contracts and the circular of the transactions referred to under the section headed
“Material Contracts” in this appendix;

- the audited financial statements of the Group for the years ended 31st December, 2000 and
31st December, 2001;

- the letter and valuation certificate relating to the property interests of the Group prepared by
Grant Sherman Appraisal Limited, RHL Appraisal Limited and CB Richard Ellis Limited, the
text of which are set out in appendix III;

- the share option scheme adopted by the Company on 20 July 1992;

- written consents referred to under the section “Consents” in this appendix;

- the final draft instrument constituting the terms of the Bonus Warrants; and

- the disclosable transaction circular dated 4 March 2002 which have been issued since the
date of the latest published audited account of 31 December 2001.

CONSENTS

ICN, Platinum, Grant Sherman Appraisal Limited, RHL Appraisal Limited and CB Richard Ellis
Limited have given and have not withdrawn their respective written consents to the issue of this circular,
with the inclusion herein of their letters and references to their names, in the form and context in which
they respectively appear.

As at the Latest Practicable Date, none of ICN, Platinum, Grant Sherman Appraisal Limited, RHL
Appraisal Limited and CB Richard Ellis Limited and any of their respective holding companies, or any of
their respective subsidiaries was beneficially interested, directly or indirectly, in any Shares, and none of
them had dealt for value in the Shares in the period from 8 March 2002 up to the Latest Practicable Date.
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As at the Latest Practicable Date, none of ICN, any of their respective holding companies, or any
of their respective subsidiaries was beneficially interested, directly or indirectly, in any Shares, and none
of them had dealt for value in the Shares in the period from 13 September 2001 and up to the Latest
Practicable Date.

GENERAL

No benefit (other than statutory compensation) will be given to any Director as compensation for
loss of office in any member of the Group or otherwise in connection with the Rights Issue with the
Bonus Issue and/or the Whitewash Waiver.

As at the Latest Practicable Date, there was no agreement or arrangement or understanding between
any of the Substantial Shareholders or their concert parties, the Directors or recent Directors and
Shareholders or recent Shareholders of the Company or any other person which is conditional upon or
otherwise connected with the Rights Issue with the Bonus Issue and/or the Whitewash Waiver.

As at the Latest Practicable Date, there was no agreement, arrangement or understanding between
the Substantial Shareholders and any other person for the transfer of the beneficial interest in Shares
underwritten by the Substantial Shareholders under the Rights Issue with the Bonus Issue and/or the
Whitewash Waiver.

The Substantial Shareholders have no intention to:
(i)  discontinue the business of the Company; or

(i) introduce any major changes to the business, including any redeployment of the fixed assets
of the Company; or

(ii1) discontinue the employment of the employees of the Company and of its subsidiaries.

There is no shareholding or dealing in Shares during the period from 13 September 2001 up to the
Latest Practicable Date by companies owned or controlled by a subsidiary of the Company, by a pension
fund of the Company or of a subsidiary of the Company or South China Capital Limited, the financial
adviser of the Company, as specified in class (2) of the definition of associate in the Takeovers Code but
excluding exempt principal trader.

The correspondence address of Calisan is 31st Floor, Paul Y. Centre, 51 Hung To Road, Kwun
Tong, Kowloon, Hong Kong and the registered office of Calisan is P.O. Box 71, Eragmuir Chambers,

Road Town, Tortola, British Virgin Islands.

The correspondence and registered address of Well Orient is 7th Floor, Paul Y. Centre, 51 Hung To
Road, Kwun Tong, Kowloon, Hong Kong.

The directors of Calisan are Ms. Chau Mei Wah, Rosanna, Mr. Chan Fut Yan and Mr. Lau Ko Yuen,
Tom.
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The directors of Well Orient are Mr. Yap, Allan and Mr. Lui Siu Tsuen, Richard.

The directors of Paul Y. are Dr. Chan Kwok Keung, Charles, Ms. Chau Mei Wah, Rosanna, Mr. Lau
Ko Yuen, Tom, Mr. Chan Fut Yan, Mr. Cheung Hon Kit, Mr. Cheung Ting Kau, Vincent and Mr. Kwok
Shiu Keung, Ernest.

The directors of Hanny are Dr. Chan Kwok Keung, Charles, Mr. Yap, Allan, Mr. Chan Kwok Hung,
Mr. Cheung Kwok Wah, Ken, Mr. Lui Siu Tsuen, Richard, Mr. Fok Kin Ning, Canning,‘ Mr. Yuen Tin
Fan, Francis, Mr. Ip Tak Chuen, Edmond, Mr. Ma Si Hang, Frederick, Mr. Tsang Link Carl, Brian and
Mr. Cheung Hon Kit.

Save as disclosed in the paragraph headed “Substantial Shareholders” of this appendix, the directors
of Calisan and Well Orient and parties acting in concert with them do not have any shareholdings in the
Company nor had dealt for value in Shares in the period from 13 September 2001 and up to the Latest
Practicable Date.

Save as disclosed in the definition of “Calisan” and “Well Orient”, the Company and its Directors
do not have any shareholdings in Calisan or Well Orient nor had dealt for the value in Shares in the

period from 13 September 2001 and up to the Latest Practicable Date.

The English text of this circular shall prevail over the Chinese text for the purpose of interpretation.
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<

CHINA STRATEGIC HOLDINGS LIMITED

(Incorporated in Hong Kong with limited liability)

ORDINARY RESOLUTIONS

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of the shareholders of China
Strategic Holdings Limited (the “Company”) will be held at 7/F., Paul Y. Centre, 51 Hung To Road,
Kwun Tong, Kowloon, Hong Kong on Tuesday, 4 June 2002 at 10:00 a.m., Hong Kong, for the purpose
of considering and, if thought fit, passing (with or without modifications) the resolutions set out below:

1.  “THAT, subject to the fulfilment of the conditions in respect of the Rights Issue (as defined
below) as set out in the circular dated 10 May 2002 (“Circular”) a copy of which has been
tabled at the meeting and initialled by the Chairman for the purpose of identification:

(a)

(b)

(©)

the issue by way of rights (“Rights Issue”) of not less than 921,957,884 shares (“Rights
Shares”) of HK$0.10 each in the capital of the Company (“Share”) to the holders of
Shares whose names appear on the register of members of the Company at the close of
business on 4 June 2002, in the proportion of two Rights Shares for every one Share
then held at the subscription price of HK$0.15 per Rights Share and otherwise on the
terms and subject to the conditions of the Rights Issue as set out in the Circular be and
is hereby approved;

the issue of warrants in the amount of not less than HK$47,019,852 (“Warrants”)
which entitle the holder thereof to subscribe Shares at an initial subscription price of
HKS$0.17 per Share (subject to adjustment), by way of bonus on the basis of three units
of subscription rights for every ten Rights Shares taken up (“Bonus Issue”) be and is
hereby approved;

the directors of the Company (“Directors™) be and are hereby authorised to allot and
issue the Rights Shares and the Warrants pursuant to or in connection with the Rights
Issue with the Bonus Issue provided that in the case of shareholders of the Company
whose addresses as shown on the register of members of the Company at the close of
business on 4 June 2002 are in any jurisdictions outside Hong Kong (“Overseas
Shareholders”), the Rights Shares shall not be issued to the Overseas Shareholders but
shall be aggregated and issued to a nominee to be named by the Directors and such
Rights Shares shall be sold in the market as soon as practicable after dealings in nil-
paid Rights Shares commence and the net proceeds of such sale, after deduction of
expenses, shall be distributed to the Overseas Shareholders pro rata to their respective
shareholdings unless the amount falling to be distributed to any Overseas Shareholder
shall be less than HK$100 in which case such amount shall be retained for the benefit
of the Company; and
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(d) the Directors be and are hereby authorised to make such other exclusions or other
arrangements in relation to the Overseas Shareholders as they may deem necessary or
expedient and generally to do such things or make such arrangements as they may think
fit to give effect to the Rights Issue with the Bonus Issue.”

“THAT subject to the passing of the resolution numbered 1 as set out in this notice of
extraordinary general meeting of which this resolution forms part and the two underwriting
agreements dated 14 March 2002 entered into by Company with Well Orient Limited and
Calisan Developments Limited respectively (“Underwriting Agreements”) becoming
unconditional in accordance with their respective terms and subject and pursuant to Note 1 to
the “Notes on dispensations from Rule 26” of the Hong Kong Code on Takeovers and Mergers
(“Takeovers Code”), a waiver in respect of any obligation of Well Orient Limited and
Calisan Developments Limited and person(s) acting in concert (having the meaning ascribed
to that term under the Takeovers Code) with any or both of them at the relevant time to make
a mandatory general offer for the shares in the capital of the Company (other than those
shares held or agreed to be acquired by Well Orient Limited and Calisan Developments
Limited and person(s) acting in concert with any or both at the relevant time) which would
otherwise have to be made under Rule 26 of the Takeovers Code as a result of the Underwriting
Agreements becoming unconditional and in the event Well Orient Limited and Calisan
Developments Limited are called upon to take up their obligations under their respective
Underwriting Agreements in full, be and is hereby approved, consented to and confirmed.”

“THAT:

(a) subject to paragraphs (b) and (c) hereunder, the granting of an unconditional general
mandate to the board of Directors (*Board”), during the Relevant Period (as defined in
paragraph (d) below) to issue, allot and deal with additional shares in the capital of the
Company, and to make or grant offers, agreements and options which would or might
require shares in the capital of the Company, to be issued, allotted or dealt with, be and
is hereby generally and unconditionally approved;

(b) the unconditional general mandate under paragraph (a) above shall not extend beyond
the Relevant Period save the Board may during the Relevant Period make or grant
offers, agreement and options which might require the exercise of such powers after the
end of the Relevant Period;

(c) the aggregate nominal amount of shares in the capital of the Company allotted or
agreed conditionally or unconditionally to be allotted (whether pursuant to an option or
otherwise) by the Board otherwise than pursuant to:

(i)  the Rights Issue (as defined in paragraph (d) below);

(ii) the exercise of options granted under any option scheme or similar arrangement
for the time being adopted for the grant of issue of shares or rights to acquire
shares in the capital of the Company to officers and/or employees of the Company

and/or any of its subsidiaries; and
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(d)

(iii) any scrip dividend or similar arrangement providing for the allotment of shares in
the share capital of the Company implemented in accordance with the articles of
association of the Company,

shall not exceed 20 per cent. of the aggregate nominal amount of the share capital of
the Company in issue immediately after completion of the Rights Issue (as defined in
Resolution No. 1 of the notice convening this meeting of which this resolution forms
part) or if the Rights Issue is not completed, on the date of this resolution; and

for the purpose of this resolution:

“Relevant Period” means the period from the passing of this resolution until whichever
is the earlier of:

{i)  the conclusion of the next annual general meeting of the Company; or

(i1) the expiration of the period within which the next annual general meeting of the
Company is required by the Company’s articles of association or any applicable
laws to be held; or

(iii) the date on which the authority set out under this resolution is revoked or varied
by an ordinary resolution of the Company’s shareholders in general meeting.

“Rights Issue” means the allotment, issue or grant of shares in the capital of the
Company pursuant to an offer of shares open for a period fixed by the Directors made
to holders of shares in the capital of the Company on the register of members of the
Company on a fixed record date in proportion to their then holdings of such shares
(subject to such exclusion or other arrangements as the Directors may deem necessary
or expedient in relation to fractional entitlements or having regard to any restrictions or
obligations under the laws of, or the requirements of, any recognised regulatory body
or any stock exchange in, or in any territory application to the Company).”

4.  “THAT:

(a)

the Directors be and are hereby generally and unconditionally authorised to exercise
during the Relevant Period (as defined in paragraph (c) below) all the powers of the
Company to purchase its shares in the capital of the Company on The Stock Exchange
of Hong Kong Limited or any other stock exchange recognised for this purpose by the
Securities and Futures Commission of Hong Kong, subject to and in accordance with
applicable laws;
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(b) the aggregate nominal amount of shares which may be purchased pursuant to the approval
in paragraph (a) above shall not in total exceed 10 per cent. of the issued share capital
of the Company and 10 per cent. of the total number of the warrants to subscribe for
shares in the Company immediately after completion of the Rights Issue (as defined in
Resolution No. 1 of the notice convening this meeting of which this resolution forms
part) or if the Rights Issue is not completed, shall not in total exceed 10 per cent. of the
issued share capital of the Company as at the date of this resolution; and

(c) for the purpose of this resolution:

“Relevant Period” means the period from the passing of this resolution until whichever
is the earlier of:

(i)  the conclusion of the next annual general meeting of the Company; or

(ii) the expiration of the period within which the next annual general meeting of the
Company is required by the Company’s articles of association or any applicable
laws to be held; or

(iii) the date on which the authority set out under this resolution is revoked or varied
by an ordinary resolution of the Company’s shareholders in general meeting.”

5. “THAT, conditional upon the Resolutions No. 3 and 4 (as set out in the notice convening this
meeting of which this resolution forms part) being passed and becoming unconditional, the
general mandate granted to the Directors to exercise the powers of the Company to allot,
issue and deal with shares or other securities be and is hereby extended by the addition
thereto of an amount representing the aggregate nominal amount of shares in the capital of
the Company repurchased by the Company under the authority granted pursuant to Resolution
4 (as set out in the notice convening this meeting of which this resolution forms part),
provided that such extended amount shall not exceed 10 per cent. of the aggregate nominal
amount of the share capital of the Company in issue immediately after completion of the
Rights Issue (as defined in Resolution No. 1 of the notice convening this meeting of which
this resolution forms part) or if the Rights Issue is not completed, on the date of this resolution.”

By Order of the Board
Lien Kait Long
Executive Director
Hong Kong, 10 May 2002
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Registered Office:
8/F

Paul Y. Centre

51 Hung To Road
Kwun Tong
Kowloon

Hong Kong

Notes:

1. Any member entitled to attend and vote may appoint one or more proxies to attend the meeting and on a poll vote instead
of him. A proxy may not be a member of the Company.

2. The form of proxy shall be in writing under the hand of the appointer or of his attorney duly authorised in writing, or if the
appointor is a corporation, either under seal or under the hand of an officer or attorney duly authorised.

3. In order to be valid, the form of proxy, together with the power of attorney or other authority (if any) under which it is

signed or a notarially certified copy of such power or authority, must be deposited at the Company’s share registrars,
Standard Registrars Limited, 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong not less than 48 hours
before the time appointed for holding the meeting or any adjournment thereof.
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o BARNFMBREE R JULAREMARLT R » B4 w0 5 i R &
MEFRATIE HARMSHEAMAEEE  REALTEHNAGEREER
HFHENEGIT -

Law, Dorothy% + » il i ak (7 A FE B BB IEB B ES I RESE P LS4
BAFE325K > £ China Enterprises (HA AN A Z —HMMEBE AR 2HEFE - HREAMEX
EBEFMILTREMELRE TR ERE LRV - HAMERLEIFRILTEEZHEKX
AR NATERFIERZEM o LawZ £ 78 A Buron® 3 X 87 8L > /A & AT -
W _EEZTEMALER -
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S

REZEE > BRI VAFELEBREREESIRRELSEFTLIBE - BE
475k > Ay E) Z AT BAEE - 5 5 China Enterprises Limited ([ China Enterprises])
(KRG EANEFZTHZA LW ZER  RELHAFEREEEELEGCAEARTIRE
BAEN EERX HMEXIKBRETEIHRENFEBCEETRER - KR L
A EHCEERRTRAR ([EFAZE]D  REEHRREZ TFE (LRAFZEHF
B BT ) o 4 78 & Downer EDI Limited ([ Downer]) (B GAEBEMEBHRZS
FrEm ZRBTEERREREZRE R ARAE ([REKEZ] > RBHEBZ
FR LR ZHATESE -

mpmm%i Atk A E B LEBRIESEESINRESE S L7E > B
Fa6mk > R LR  BWERBITHFEEB20FELE - Yapit & 75 & 4 5 K China
Enterprises Z &l If% Rl EH AL &fﬁﬁﬁ%ﬁiﬁzgﬁﬁ ZHITESE - Yap
%2 4 75 B Burcon NutraScience Corporation ([Burcon)) (& —HEMER LHZ A7)
ZEEFRATHAREL -

A E ks @AM N FEAEBR S EESISEECE RO BE
AT MATESE - NS R T ERENERR A L HamEe+ REt
B BAFESBEHHAETETE BNEHTASTARMER A AGHTmHEE
B HMIEREEMASRAT - HABHCXRREXL 2 EEHCH - FAR
HEY BN BAEAERAARFEEMERGRAT ((HEEM ) 2 HTEH
(P AT ZEEDEB2Z EH) - 78 A Burcon ZEFH °

ik B AE BN EBIEBREREES IR RECEFOME > HESN

o BTESR HFHEEARHMELE0 . FAFMEGFMHEMoe REMNRESS

TR/ é"%’E W — NN EMARLE > L/ &5 RERBTHABEE =T

—FEUWFERER o # 54 5 Australia Net.Com (E R A BN H LS i £ 7)) K+ B E
E%@ﬁﬁﬁ/\—l (PR ERE] AR EBSH LT ZHATES -

FEgi4 > Bl REFBNLEEESEESISAEELEF O - HFEL6
B BITESRE - ZERAR—NANNELAMARLA - HEANBIRPERBEHK -
BEA_ T —FHEBES HRERGCEETHLEH  ARFTEONBREEMBZERE -

PEMAL  EFMIUREEE LR TFEEHEIAT > BERE > R _FF
TEZAEZALEBIRNTESE - NEHMELAERERSBABERE _+—F%K
B BHENREZEE TR HERHE FEHEREERREEBITILREE -
B %G A P ER P S0 28 - fETESRAT - 32 BU 52 WM #R 17 X Prudential Corporation Asiaff B o
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[RAEHR

ERED BB AT
&
B
fE B 158
FE R AT K E
M+ Lt

EATZEMPERER g
JUHE
B
75 B iE 5198
fREE > 0

ADWE e
A FIR

EER R | MR
PR

BB EE e BE B GRERAT
$hE gt
ik
FrEEAP1115
K G
e VAN 1

THRRER BB AEBETERAA
it
FrEE P 1115
K A
FEARET FESRAT (B BRAF
B X
FREEHRERAMBITERBRHAZHT  BEMEEMNE - 88HE£ -

ENRIZE - BrE - HEE  ERERGERS > fAF43£2,800,0004 T > #% d1 A 22 7
XA
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¢y

(g)

(h)

(i)

0)

(k)

MN_FZEZE+—HA+H  ERZ—UBIE=ZFRFTL (EH FRAE
([(RFA] - HCENGLAEERTERERAA S NEBLE=
H) ZA RN Z — M2 &M &2 7 See Ying Limited ([ See Ying]) 7] 3Z — &
RSB R RV 3k - 2 F R 1 44,100,000% 7T Z {8 1 B Tung Fong
Hung Investment Limited ([ TFH Investment|) Z 49% % & > #E[E —HEHB R F
AL 1) See Yingf% i 2 BEAZHE o See YingHE W A I Z AW & ¥ 3L H B EERT W
FEHE NATHEA BRER > L145,900,0009 T 2 B IR 18 A8 I B8R T 2 AR HE
(BITFH InvestmentZ 51%f i) » FHAXZER —FF—F— AT

WZFZE—FAHR+/\H > Good Trend (B #) - Capital Deal (B ) ~ &
7y ] (Good TrendZ ¥R AN) ~ B J5 # 7 (Capital DealZ #&f* A) ~ Upland
Profits Limited ([ Upland Profits|) (B %) REAX KB KEFR oA ([csL)
(B HEHEN) T —EW R - WA A B R CSIH & Gold Brilliant (B 23 B #R
i (THRBEE] MER BCEFOZARKEBEMERARDZER
NE]) 2 2 EE 1T B A8 X ¥ 5% B Gold Brilliant BT X B Good Trend X Capital
Deal$2 it Z R R E 2K » Bk ¥ R 2 A48 5 206,000,000% ¢ » AL 5 E R
“EE-FLAZEH

N_FF—FRTATI/ANR - AL A Z B B Expert Solution Limited
(IExpert Solution] » A~ & B R A HeswtEs) (H ) kAR EE (B
R —IEd E Wik 0 RAH B AR # 8 W Expert Solutiondi & Actiwater
ResourcesZ & # & 8 47 I 4 X B A% 3R 4 # 7] Expert Solution¥# & K (4]
Actiwater Resources$2 fit 2 % 5B 3Kk - #h ik ¥ & 2 118 £ 110,000,000% 7T
FHZXGZER-ZFEE—FLt AT ;

WoFEE—FJH _+WH > Expert Solution (B H) KREH - HEEH
MEAERBREEEBAERAR > BREHRIS010) (HEH) WL —HEE » KA
25 A B Expert Solution[d] 5 % 47 i & Actiwater ResourcesZ & & 2 BTl &
K B Expert Solution[r] 3 % 48 #% 3% H 7] Actiwater Resources$Z fit 7 LR B 2K »
LW K Z AME £ 210,000,000 T > FRZZER FF—F+ A%
B

WZFE 4" FH—H : Million Good Limited ([ Million Good] > £ % CEL
Z—HEZEMB AR GREBA) ~ REKZKE () FRAA ([REK
Z]) BEBEBRCEL(BBEBAER N FTuZz " EREHZE > NEAH
Million Good% ¥ #F 38 i 18 & % A% > 0.027% 7T 32 % 4,800,000,000/% Ananda
ey > B &2 AE £5129,600,0009 5T ° CELH ARA B #EA S5.2% 2 A4
RRETL 88 8% A B EME - FHAXZER ZEF_F WA T

HZEE—-FE_HA—H > REKE CEL(ZB AN) X Hounslow Limited&]
S IERERE 0 WA H W CELRR H120,000,000% T2 AT AR iR (B A #
FEHE) > U TSR BRH0.02ETZHRE  BEEZEE L AREK
Bz FERAXZER_FTFE_FNAZN &

B EE & -
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BIFRAE - BIERE - PEMAMMARLA - KFATFHEEMARL R R EFHRE
ﬁ%‘BE/\?E?}EZRLIEZ?"J%%%&H&% > [R] T A A K B 2 R 2 R T
EZEZEN > WMEEEE RERTE) KM EZ A > Hig A I EEE A B
REZ

BIFXELE - A1ERE - hREFMARAR - KRR ER B AR A X 55 22
EERABEAEBRTMREAFZBRATMET ZHA T IER > FEETATR
B ZRMAZRHERAERLIMNRAEARZESZEN (BEHETHEEY)

EXEN

EEERE_ZZF_F-_ATHEE BZofmizHE 88 AIMER - FEEFTLZ
BEARSUBERZEN (ERRBAFEEERFMATLE BT ¢

(a) MNZEFEEZZHE/NHANB > 227 (EF) KPaysoda Limited ([ Paysoda)) (&

F)E ek - Bl - FAFREBANEEE2EMBLARBEA - 1M

Paysoda]ﬁﬁ @] & & & Kerry Group LimitedZ 41,783,750 A% 4 ~ Kuok Brothers

Sdn. BerhadZ 5,130,970A% A% i ~ Kuok (Singapore) Limited 8,490,560/% A% 15

X Ban Thong Company Limited 1,000,0008% iy > sttt k2 ARE A

533,000,000% 5 - MR Z MR R BREAERT - ZWRCCERERN
AL RL A -

by M-EFEFEHE+T—AZH> MBBREFRAR (BN RELEZHE LA
Optima Media Holdings Limited ([ Optimal > &N\ R E WA H65%# i)
(B 8T W - N2 H BB Sing Pao Newspaper ([ ¥ J) & F 2 H R
£ > B k2 A8 5 150,000,000 T - FEZSER_FEEF T
H 5B

c) WZEFEFEEHE+—H++tH > Simultronics Limited (B %) * Win Allied
Holding Inc. (T %) ~ % X ZE (B F#) ~ &4 & Z K B 2 7 Gold Brilliant
Limited ([ Gold Brilliant] > A/ R ERHA H65%H %) () ~ REES
EERERAF (TR AFEHND (EHERN) KA H Eﬁbﬁﬁé)\) I —E
W& 0 INZ A B U Huey Tai International Limited ([ Z5]) (R E EH
ZHEBRBEMAERAR > BREREE164) A%E?ﬁﬁﬂﬁﬂi,ﬁﬂ%’%&ﬁ% > Bt
& Z RIEA133,060,984328 70 A HZER _FEEF—F— AN

d) MIFTEFFE+—A+LH  ARAZ2EME 2 FGood Trend Enterprises
Limited ([ Good Trend])) (& #) * Capital Deal Investments Limited ( [ Capital
Deall) (E %) - Actiwater Resources Limited ([ Actiwater Resources]) (E
F) ~ B FE) (Good TrendZ AR AN) ~ B % 71 (Capital Deal Z #E{& A) &
BER(BEHERN FIL—EHE Wﬁﬁ%ﬁﬁ&’%OptlmaZAiﬁﬁgﬁﬁﬁ
HMARBETZRG » BERALRANIFAR AL ERS REREFZ2EH
BARZA2WE BT REMKRBITRE » M E Rz A 1E 5 110,000,000%
T BERZXHER_FEE—F— AT
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b MNIEZE—FLAH > ARNA—ZFXHMEIEL2ENBAREMNEBREERARAR ([E
MEB) MFEEREEMNTER EAEENTEREFRERLAF ([EMTE
W ZHEAEN) BHERE - WA RNENTEHEMTEFR—LULUEELA L
HYeXE—JHBAHRRE AENTER (EABRESERETREARZHK
) [ BN AR R o ENEERE L AN ARK243,600,0000 - BN E
M EEEBINTER LA ANRY167,500,000c 2 BR IR EZAERNKEEE4
A K #76,100,0007C °

REBEETNITEY  BENEEESHREFMFMERM - HEERERETHIES
R HRBRESEMECETZ2MERTIEEAC UMK EERHBRER
RARFEMBEAN > FAEEFAEBEEMERAFNZHBELE -

c. MIETZT—E+—H BAENTHBEERSETYWEZEY ([EF]) BEHSE
=AM FENLA L EZEZAEH R EMEBR B EERL > BHEINE
BREMNBEFIMBMNTHBRES 2 WE - B HRMEZ FHKEL 76,600,000
T MEREFHZEERHERBEESHANR®64,200,000t X Bz E=BE
)EH o

MZEFTE—F > BMEERHERELZHED  HHRE LAS SR Z &K
AT MELMER > BUMRZTAMER REREBETHTEY . BRE
EMTARARERMNELEBEAZEEN - BB REREHRAULER - FEH
A MERZREBREEMNBEERSM > AEBAKTREE HILZ B AR
BHEZERAMESR -

B E X BEEN  REREERTITEE > SMESM > AL E KA MME S

LY AT M E RS FRERE  ERESEHIMN - AREEAE 2 75
R R T A RATAEE R 2 ERFREEME -
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b.  Chips Plus Development Incorporated B #% #E & Dionysus Investments Limited 30%%#
#i > MiDionysus Investments Limited B #% # & Exburg Limited, Goldsmith Assets Limited
X Holburn Properties Limited 100%# % ° Exburg Limited H#Z# R EMBERFR A A
1002 % > BABEARLAFANEZEFENBENEEARL A 100%RAELR -
Goldsmith Assets Limited EEHEA R RFR AT 100%# % > BEARL AN EZH
FEMNBEEEAR R FI100%K A 25 - Holburn Properties Limited ¥ F & @
ARAF100%ES - BFEARLARNEERFENEEEERRA A 1002 A EL

c. GHREBEFEXERLAARTIONERAMULERRTHE - BEERARFATH
MBI ZEPERRZEAEEL FAAEMBENERERTEARLFASR —
UEERRAFR - HP - BEBREAENEFARINEREREXARLFS%
THGHBRTRINESRERBERGARLA - ZESHRNAEETH -

d. BRT4REZTTEREFYEEFERRPLOERABDZ —HFHERLRAZ D EBER

MERE  BEFRAQNATBEEEIN  ZFDBURRNGEEERI FEAEEL
RYBEFEERPLARLAS U EERRMFA -

RBEH

REEATTEY  ERWEEAEEEMEE AR IRER LEMRE S
2o MENELTE B — 5 R JE R ERT b R — AR R A kT BB R AR R R R RE REE RSN
ZEH

A SEAT Ao & AV AR AE /S 18 H AT 5L B0 BA 4R AR A BB AT -
WE

ARNBZMELRKK > HFLARARE -

5!“{
ok
k

R—IUANENR > MR FEEMNZHREES RIATLE L) 2 BEE AL
Al —HKHEEE2EMBAREEARAR ([EE D FHEETE > RESH A
600,000% 7T X 6,600,000% T 2 IRBEE K K2 4t - HEMREEGEAZESE
ARt L TR o

o

HESRRERL B UAEZEEMARAAHEERMBRERZZ
BEEHRERHE -

EREERKERE  ZEEMEHRELEET 57,700,000 T - REEE
BEUTHS > AREREFNEEST  TEERCHIHEER BEEAEH
FREBEMZERE EEXALABEFAIERAIEHFEARERAANZ
MR -
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7
FERTER
ZAS:
o N rEE HiRR Ha@BRREH
Orion (B.V.I.) Tire 60 40  Coronada Holding Limited
Corporation (M 3z a)
Orion Tire Corporation 60 40  Coronada Holding Limited
(M 2xa)
Principal Diamond Limited 80 20  Wonder Wealth Limited
Ruby Uniforms Limited 90 10  Frederick Poon Chuan Ki
FYIGER E R H ¥ 60 30 BRINEEREHERSG
R A (W 32c) AR FE
FEINEHRFEERT O 86 10 FIEHEHEEZR
AR F (% 3xd) (£ @) A\ F)
HEARAA 70 30  Chips Plus Development
(B 32Db) Incorporated
WMEFREBARAA 77.77 1593 MWEBREK
(B 32a) 6.3 MWeEERBBEWHK
HFR 2 A
| R (R BB 51 49 EIERIIBBEK
AR A (W 3a)
— ¥ (W) PRBRRIRE 55 40 HE—HABRM

AR 2w

a.  #%% & China Enterprises Limited ([CEL]) #¥7%& o CELi* F B &% » KRB R4
EHEZGH LW AEBEACELS 22 EM B AL Re38n 2 ER R FERER -
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FERETES
ZBERW
Cof N rEM HttRR HtRRERE
EFERERALA 70 30  Chips Plus Development
(M 2z.b) Incorporated
Goldsmith Assets Limited 70 30  Chips Plus Development
(P 3xb) Incorporated
BMAEEERRLA 75 25 RBNTBEREB TR
BA % 4
MMERLILIHERAA 51 49 EBEHRTIEEERALF
M R BARRA A 51 49 WU AR IB AR R
(P 3z a)
Holburn Properties Limited 70 30  Chips Plus Development
(M 22 b) Incorporated
BEMNBREE EHRAF 70 30  Chips Plus Development
(M 2£b) Incorporated
EMENEEARRAH 70 30  Chips Plus Development
: (P 3£ b) Incorporated
ENBRBEEARAF 70 30  Chips Plus Development
(B} 22 b) Incorporated
F R MBKA [R 2 7 60 40 Mitsui & Co., Limited
KU REY AR A 78 22 RE
ERPERLEHEM 51 49 AP B OK DB R
H R HE] B R A B
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BREXWEESN > BEMESEHN > REEEETTEH > SEEAMALRA
NAEETRAFREZBRAZEMEREEXNEREFT 102U L2k -

MEEEETTEY  BALXAEMESRATHAERSNN > FALLFAEER
THERZEMANL BETXEERZ ALKRIN SRR HEEER A #
MAEEAERTRAZEEMLE 27 (RRFARN ZBRRERRKE EREZEME
Al A 2 M{E10%3 LA £ Z B > B A AL 5% 55 A 22 AL ) i A A

BEEREER
BT
ol YNGR EEE HBRR HaBRFRER
HEEEBRTREE® 60 40 HREREBEERAF
HERA A
BREH R A 70 30  Chips Plus Development
(f 32 b) Incorporated
o 8 54 e AR 60 40 HEBERBLEAT
AR 7
a8 BEREFEEFRAH 51 49  China Telecom
Investment Corporation
KEEFRAKPRBMERAF 51 49 REEEFHELLT
Dionysus Investments Limited 70 30  Chips Plus Development
(M 3zb) Incorporated
BERRETERMA RS H 55 45 KEHBBE
(M 3z a)
HEHEARALA 90 10 FH{E
Exburg Limited 70 30  Chips Plus Development

(M 3z b) Incorporated
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IR - GalaxywayBE B EHCEEBAARLAA ([EHLE) BBA= 22 —C#¥1T
LA A o B A EBEEITC Investment Holdings Limited ([ITC Investment])
Z 2 ML o ITC Investment® A Hollyfield Group Limited ([ Hollyfield]) Z &
st - Hollyfield B EREEHEZEELEFARLF ([REER)) @B =102 —C%
TRRA - fREIEH % H Paul Y. - ITC Construction Holdings (B.V.1.) Limited
(TPYBVIL)) 2 2 25 » MPYBVI#E A Paul Y. - ITC Investments Group Limited
(TPYITCIG)) Z Z# # % o PYITCIGH#E & Great Decision Limited ([GDLJ) Z & %8
# 42 > M GDL¥E A CalisanZ £ #8# 25 - E Mt > GDL » PYITCIG * PYBVI ~ {R # {&
# - Hollyfield * ITC Investment - fE#£ 1> 3£ - Galaxyway ~ Chinaview J bR 18 £ ¥ #%
5 ¥ A CalisanFF ## B 2 80,440,000A% i 4 > #E 25 -

P R B2 18 WD 4 3 IR CalisansB BEELE B 4h > ERRELERTBEMHER
FERCE R -

B E X EES > RRETRATAT S AL TR E R AT ﬁﬁ%f‘ﬂfﬁﬁ%/\
B 4 35 0 485 0810 2 24 BE A 20 1 463 LI M 2 28 — BRI M - AL M B 2
EARRASREMBE LR (HoMERKEYZEE) Eﬁfﬁ&ﬂ%ﬂﬁé*%ﬁ&ﬁ/ﬁ%
E%&Z%ﬁn SRS AR R B 22 IR DI 200R A 40 R B A 2 e i R Z AE (T4

 BRBEMRAURK EWTARESETE R 5 ZEET AR M AL 7 R B2
F)fﬂi&ZE{ﬂ%ﬁn

Bk £ SCH R & O

(i) BSEERLINFAWKEER]-HZ2HERH
EEREMT B2 BECRAGREZES
B AR AR ENEE i@%ﬁ%)@z BERAEE)
BEEZNERERE(IES

(i) SEFEFANAREILAMBLARFY  HAEEEBEHFERZET
ﬁAZIKLlEﬁJ%&Bﬁﬁ%%‘ﬁ)&z{{ﬁ/\ﬁ@iﬁ%ﬁ*ﬁ%ﬁ%ﬁﬁﬁijﬁﬁ“

ﬁ o
EFERR

REMTAY  MARAEMEERRTHARTN > BRALA 2 EEHITH
ﬁ@%@%Uﬁl\ T2 HES MR mE 0% L £y AR LS R TR A (A7 —1)
BT EALFRRAEG EHRENERN) 2 AT

FTE-F+-A=+—H (&
1B) BABRE > FEAS 2L ®] B AT A
ZAL (& E

e BT

RAELN
28 il 4= BT
B (W 2E) 80,440,000 17.45%
Powervote Technology Limited (¥ 3£) 80,440,000 17.45%
Hanny Magnetics (B.V.1.) Limited (¥ %) 80,440,000 17.45%
fRELEE AR A (M sz) 80,440,000 17.45%

¥ 3+ B I® i Powervote Technology Limited ([PTL]) 2 & ## - M PTLH Hanny Magnetics
(B.V.1) Limited ([ Hanny Magnetics]) & & #H - Hanny Magneticst 7 52 5 B £ [R
ovE] ([$R8 ) 28 %A - PTL » Hanny Magnetics R SR L R A A A G SHH
Z 80,440,000 B 2 HE 45 -
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Bt & < —RES

TREATNBEMEOEEZAGIEAMITEAENEABAZEE—H » () °F
FZHEZANA AIBRMEEREEASTIEZAMRE—M@ZS H) ~ RA&EE
THBEBRZTREZRHE -

B B AP E®

# A
“EEZ—FEAAE+—H 0.650
—EE-FAH-FTNHA 0.450
—EE-%+A=+—H 0.415
~“EFE-F+—A=+H 0.385
“RE-FET_A=+—H 0.400
—EE-HE—A=+H 0.390
ZEE-EZAZ+AH 0.410
—EE-EZANA 0.390
BE 17 0.320

BB _EE—FNLALH BRHEFEE BEFRHEZAM 2 B EESEA
ZH REEEZNITHHEPMAER SRSz RS A HBETES NG -EF—
EANRZ+—HZ065 T A _FEEXE _F=ZA+HBR_FF_HFWA _+HHZ0.25
T o

EaEE

RERAIITHY > SEERTERERNA LR LEAAEEE GG MER KL
WE) 2B AT > BARBELFEERGAEBEANE LA LBz S (B
RBELFEEAROIEINMGEMRE MO EEER LR ERHERT ER) - SURE
NBAER A 2RAT A ZEA TR 2B RM AR - SURE ETRA BT
MARAEFETESEXHZIBETFAANGALAT LB T2 #mmT

BaE 8
& A R 2% Rk DA
B B o8 (M 2x) — — 80,440,000
R 632 — —

Wik HBAAPEEREE A ([BE1E 1)) %A Chinaview International Limited ([ Chinaview]) -

BUBR B ¥R A B Calisan BT 55 2 80,440,000 At i 2 #E 2% « BR1¥ LA ChinaviewZ
2 IR ME2E > W Chinaview#E A Galaxyway Investments Limited ([Galaxyway]) Z &

- 169 -



Mt &2 &1 & B BR

EHERTEBORE HORRAB BT RRARBERETRE S 2E
W B o -

RELERCER H BRI EAT (T RS A RE R AT > RIE RSB TRER > REE
B Bz (b)fn LA & B REA 541,418,902 1 - (IEA RN R ERZ L BITRAL39.15% -
MWEFREBRREZGITERLFEEAUBERG > IREEBRRBEERL
ERANRZBRERESHERNAERZOBITRALI 5% o FL > FEEE LG
HEFBAFN LRz BEENTMEREEFARSEHE2ARERZUEAZ
BT -

ol

MEEROEH AR ROEEERED D R25% > AIEEBRCHRER - 75

AEATREE - BRAFIRIEULAL BT —IRAGRE -

RELSBXBEEELERE -BTH I ANTRHBESALATZ LW - B
W ALF - ERBRRLBEERBZEFCHALMAB mB K ARS  AnmdRkE
ERAFERPEESR > BRLOPALEEMEHRFTRFZROBEARG DR25%
LIFE EHRBARREARISREZRE -
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Mt &2 A A 8RB

AARETZRGEE

AR ) BOCE AT AT B B 28 7SI 4 S B R T AT BB RT SE A B8 B B AR R OF

iy e B 22 BT B DA Ho A O 2OEAT) -
B A3 E 4%

B REEATTER+ —EAZXAERLHZEARFELARERNZEOT

BERERG
BEE RIEE
T #* A
—EE-F
A 1.200A 0.770A
7S A 1.020A 0.840A
+ A 1.000A 0.810A
JNA 0.950A 0.600A
LA 0.630 0.350
+ A 0.450 0.380
+—A 0.440 0.300
+=A 0.430 0.330
—EEC-F
—H 0.425 0.345
— A 0.420 0.360
=A 0.410 0.250
M A 0.310 0.250

Wi ACTEMRBE_ZE-FNAATHHBERZEFIOREHAIURZKGEHFELAR -

—REH

R S EHBRERRETER AR RN Ll n > BIZEE
BUgHE<FRIFT e 2 REF YL HEEE - B > RS — B —BUTH) 2 IR ™ BUAg B
BENA AR 2 HEHIE GRFBRE IR E) > 304 FAT % MU <1 ISR 260k 32

b A R R

REEATAS  @QREEFEZELEFRAALAHEMBAR (IRELEE]) X
OEREEEFRAR IEWME AR (M5 HEEH ) &£ 4 80,440,0000% i 5 » M54 A
HACBITRANITA - WEEEXBHEEREZRRTEESIE S EERD
HIREEERBHERSENALNFIZ REMSEEAR AT EBITRAL19.39% - H
Mo REWETH RELE AGEEEARZERINMBFEE BTG ®

IR -
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ETBERZREH

EREABEBEAARZES - AT > BFEME > BRERE —BRTELUME
ESNEEREETSHBERBS > NREGALRAIBERZEENR - BE R KGR
RAXAZHEERELR /HERKRHEF > ARFERZTHALMEZENE
W REAEFDHZEREMAFRA LR RBERZERTEST -
ETBEZES

BEFESE  AoFRAUHARBEAFRAKERRME  AFAMANELEARSE
RPN GEFELRRZES -

BRAMBERFEATZCES T i ABE RO ZBEBRERF LA Z ok
i A AT

PHTEBEREAGHALFRZEESENEERFKF (ERAFHREE
MR _EE-F+ _A=ZT—HZBFZRAMPEZERNNE) AERANEE -

MEHEATEREEOREGLALFRAZEEREHEERBARFARES - MEE
FEEFITHEEERRE BLEG2ALNFAZEEESNEFAAIKRBEASALAZEE

BEKF (HEREERRAAMMGNR - ZF-FT _A=+—"HZEELRE I HKE
ZHEUME) HEERAFNEE -

EHERE

BRI RBUSMEL - HEMRRIAN HESAZHRBALRIINER
PR R AR R A AR HEEE -

WEALFAREAL (ERRLTR BAMARF > RREBAREESLF
BEEREOEAGBESEAALAFALESES  TEEREIAEANALFALEHS -

EE 2R

ERCMBCHAEL AR ELETRAUAFEEREANBERNZHELT - #
S5 E IR B AR R K A o R R AT O R R -
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Bt % B ' & BH R

THRANEFRUB T AE - LW AR RBETBEARSES - EAEST
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B EEIEAREERE 189 - 4 - 17 - 3 -
13 - 61 - 187 - 46 -
BoAERELY (26) - (15) - - - - -
AHNEERE 187 - 46 - 187 - 46 -
B -Enifz LA (14) - (1) -
~EEHBILE 7 - 3 -

ARBEZURARBEBECRAEEEETRERRE - HB AR FHAMAE - BX
)%ﬁﬁsiﬂﬁ%%ﬁiMﬁﬁﬂﬂ%ﬁﬁEEﬁﬁ%%@%ﬁiﬁﬂﬁﬁﬁiﬁ%%iﬁﬁﬂ%ﬁ
R EPE -

AEBEZEBEERBEUHEACEEEERL W RIFES -
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BHER

33.

IIE 3 B °

FENRERZEEBE (BE) U2 EEHAMT

TE® ERQT
—B8-F% 3333 —E8-§ g3~ 3.:3
FRA FH A FHL F®A
R BB HER T
KIEFIH -
BB L ZITECBEAL
MBEREPINGZIFELE
MEMZ =% 393 (216) 187 (6)
FEIR BRAZHEEER (109,097) (15,295) 1,273 18,665
Hih ks = (193) - (325,368) —
WEBEREMER (476) - — —
(109,373) (15,511) (323,908) 18,659

RERER > REMBBRTHIZECHEEE (BR) 2 EEZEFNT ¢

FTEN ERF
“g2-% 33 33 Zg2-f§ g 3433
FRA T% A THEL FHEA
P2 BB 2R T
A B
BB Lz ERaBESRT
HHEBREFIMGZ A ESR (6,166) (5,773) (527) (340)
FEHZ BB E R 307,696 198,599 22,000 23,273
H Ay 2= 5,462 5,269 333,000 7,632
PEBEREMLEIR 11,333 10,857 — -
318,325 208,952 354,473 30,565

HREAEREHEHEETR AT RZMRER > DRI RBEIEEHEEE -
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M 8 — B % & B
4 B - RERH
R&BE ExfEE BEfE (5 &) it )
FAH A S FTHA FHA FRL
b N

RZEEZEE-F—H 1,844,149 - 233 145,713 1,990,095
AT P % (B 322) - - - 46,098 46,098
MEF 1,844,149 - 233 191,811 2,036,193
RNBETRHITELZGEE 32,580 - - - 32,580
AEFEEREE - - - (569,315) (569,315)
BB (W e2) - - - (46,098) (46,098)
RoBEZE+ZH=+—H 1,876,729 - 233 (423,602) 1,453,360

AEAZTATNES
(W 2230) - 414,881 - - 414,881
AEEEREFHE - - - (621,305) (621,305)
RZEE-E+ZA=+—H0 1876729 414,881 233 (1,044,907) 1,246,936

AEFEMFEM/I R EHOERBPEEAXRIEBALRAZ PEME LA Z R
BAGH PEBZEEME  ABRSEIOZSTERBLARZESTEHHRE -

W _EE—F+ A=+ —HROGEHHZHESHNEFWENB AR B EARE
47 B 219,316,000 T (ZFEEFE ¢ 33,321,000 0) X B H2210,753,0008: T (—
FEFIE  236,015,0008 7C) -

AEHAZEREARHEREMEI00 Az BAEHEEAZ &% -

ER AEBEEEESEWBARARBEEAAKSE XX EFEMEBZIREHE - #
EMBLAARBEANFIZIEERARBETHEBE A ERYE  -THEBCHEHEZS
XBREMEHZEEEN > A5G RERHRI 2B 14,005,000 T2 B{EEE -

RIBER-—ER_FZZFT_A=Z+—H  ALREHTE-SRTRRZ #HE -
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32. f#B
5
RER
%5 Ex EE2 Hitke REERI
ROEE B4t AEERE BE EARE JRREE (Kd) a8
TE4 TRA TEA FEA FEA FHA FHA A
%
RZZZZ5-F-H
- DEREH 1,844,149 - 33 30,693 16,844 34368 1,002,159 2,928.446
- HEAE (Wi - - - - - - 46,098 46,098
WEH 1,844,149 - 233 30,693 16,844 34,368 1,048,257 2,974,544
Eisg - - - - (1223) - - (1,223)
BhkbhzeE 32,580 - - - - - - 32,580
HUBRIEL AR
BEADZEETESL - - - 157,581 - - - 157,581
BRATZ
AREMER - - - 26,724 - - - 26,724
LERBELAZ
HaREn - - - (3,958) (691) (3.151) - (7.800)
&/ BEREE
AAZELBER - - - 3,751 (2,735) (557) - 459
RUEBEAAZRERDSHE - - - (12,097) {1317) 2,204 - (17,210)
REERERN - - - - - 1,539 (1,539) -
FEEESHR - - - - - - (730,682) (730,682)
B8 (#a2) - - - - - - (46,098) (46,098)
RIREZE+-AZ+—H 1,876,729 - 233 202,694 4878 34,403 269,938 2,388,875
ExEg - - - - {7,277 - - (1.277)
ERAZAMESE (Miz30 - 414,881 - ~ - - - 414 881
WELARAE
BEAAZAEREER - - - 14,005 - - - 14,005
LE/BENHBLANZERRER - - - (25.262) (650) (11,078 - {36,990)
BiEBEATZRELDER - - - - ) - - (1)
AEAREERN - - - - - 12,068 {12,068) -
EEEHREHE - - - - - - (598,730) {598,730)
RZZZ-E+ZAZ1—8 1876729 414,881 233 191,437 (3,121) 35,393 (340.860) 2,174,692
AL E S
AR RERBAR 1876729 414,881 233 194,547 (3,111) 35393 (45,191) 2273481
BEAH - - - (3,110} (10) - (95,669) (98,789)
1876729 414881 233 191,437 GJ20) 35393 (340860) 2,174,692
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31.

% R
ZAH

MIEE—F+A=+—8 WA 7 WA B 8 E 8 R AT 6 2 7T R A
ZHBEENT

R-BE—F

+=B=+-H

ATEHE TEE M ARTE

T

— LW ANELtA -+~ BE_FF_F-LtA_1+H 6.060 36,750
CEEEFE—-A+HE_EZRE—~HA+—H 3.440 50,000
CRERE_ATNEBE-_FEREF-_AT=H 4.050 290,000
376,750

ig:

China Enterprises

WZEZE—F+_H=+—H > H# China Enterprises I ¥ 5 8 5 11y {2 1 k47 fF 2 7]

R ERENT
R-BE—-F
+=B=+—-8H
T ESRE TEE R ITE
£
CEEEE_A=ZBE_FE—-FEH__HA_H 9.9375 20,000
vEHEKR

JA S R IF SEAR R P BB AR R R BT R TR MR 2 EF -
A=+ — B IREAT A R AT (2 B AR -
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M 4 — % & s
30. R&
(Rt BREE EE
-
e
WN_EBEEZF+ _A=Z+—HRK
—_EZE-F—H—H
&R EE.10M Tz i@ R 8.,000,000,000 800,000
R 4 & B (b) (7,200,000,000) —
EREEIOEBETZEERK 800,000,000 800,000
FEEE (b) - (720,000)
FREE. 108 T2 i 800,000,000 80,000
nE (b) 7,200,000,000 720,000
W_FEE -+ _A=Z+—8H
EREAE.I10E T LB K& 8,000,000,000 800,000
BT REE
R _EEZZHF—~H—H
FREE.IE T Z EER 4,480,289,420 448,029
1708 8 AR 4 (a) 129,500,000 12,950
W_EFE—-F—H—H
FREEIOE T TE R 4,609,789,420 460,979
Rt & (b) (4,148,810,478) -
B BCE{E 1.00% 0T 2 3 A% 460,978,942 460,979
P E (b) - (414,881)
W _EFE—-F+_HA=+—H
FREAEIOE T L@ K 460,978,942 46,098
M2
() BE_ZFZFZTFT_RA=+—HLEEF > AAFEHBREETHENESR.3E
JC ~ 0.344% 7T X 0.405% 0B 1T R B E 47,000,000/ ~ 32,500,0008% X 50,000,000
E&%Qﬂ%ﬁﬁﬁﬁom%fnz&{% BB S - BT BHEERELC
BB AR AETEYEARSEE -
by WBALATBRFEAE_ZTZE—FA +/\H$¢?Z%%%Eflk@iﬁi@2%%% ;
ANEETUTRAETSR (TRAEHL -
— AR EBITERBTRATE TR EQE{EO 0¥ T & Lﬂi%ﬁ?ﬁi*
A% 15 A% T (E 1.00% T 2 L8 & (ré{# £ | fﬂﬁ%ﬁa‘M#J
—  EHBOAHTHRE BB RERRBETES MRS EESSA1.00% T
F0.10% T ([HI BB A )

— HEBRAEAZEEL415,000,000E TEBARNB Z B EARFEER

- FRAEHERE > A2 E R AZE R 7.200,000,0008% & i E(E
0.10¥ It 2 %8 #b ¥ 38 A% B 80,000,000 JT & & 800,000,000 7T °

BABEAZFEERALTAE_TT-FAA T —HERRZER - RAE
HER_FF-HELAZ+-HEFEFNTHRERSERITE -
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By 8% — B % & H
27. BEWEZER
FEE-BETEESEFABMHOFISORZHBREREYN  REEAZERESRAZE
BT
TEH
—EE2—-F —EEEF
T # A T & L
0£290H4 330,169 323,133
90ZF 180H 93,564 244,787
1808 A & 57,291 99,897
481,024 667,817
28. BN BRRRENHRA
FEATHR AR X E ST B S48 T A BR s 2 BT 50
rEM
—EBE—F —E2EEF
T %A I & A
0£90H 278,148 322,077
90Z 180H 43,876 82,623
180H K 75,570 96,901
397,594 501,601
s FEEHBA X 34,291 172,965
431,885 674,566
29. EBEFNBEARRE
FETREATRBEZFHBENT
b8 3. | p: N
o+ “8E-Ff C-288f IC28-§ <B8gEE
FEA THEA THRA FEA
Mass Success
International Limited (i) 594 - 594 -
Hanny Ma netics Limited (1) 1,234 - 151 -
EROEFHERAA (ii) 29,539 - 328 -
ﬁ%ﬁ#aﬂﬁm\ﬂ (i) 127 - - -
Paul Y. —ITC Construction
Company Limited {1) 3,634 - - -
Tai Shan Paul Y.
Construction Co., Ltd. (1) 1,364 - - -
36,492 — 1,073 -
JRE i B8 32 2 =] 5K TE L 48 43 A £+ Hann Ma%netlcs Limited R EHERERFRAEZ
KB 1,083, 0007 7 K 26,267,000% 75 - 4 B SUB IR &I T B AI KA B o B ECA MIAH -
B RIAMERTE R ER -
M iz
() HELAALAQXAFERRZEZEMBEAR -
(i) BEHECEEEARAAMEFLCEERRTRAFAZL2EMBLR > EHLRE
BEARAAAEAANAEERRZBE -




B 8% — mEER
¥ EHEBEAN _FE~E+ _ A=+ BZ2EFREEERAEENCEERA A (B
FEHER LD BTz alREE (T£EFEHE]) 252,585,000 T E - EEM/EHF
WAFE » WER_FEFNE+ A+ HLL57,000,0008E TEE - $EESHRTHE
BEAHERN AR —_EE—F+_HTHE-ZENE R+ B (Lo kR > deiik
BHRORE T (T THE S LERSERELELLEARARAZ KRG -
SEFBHFN _ZFEZEFE+-H=1—HZIEMEA50,400,000% T it L4 F F7 5HE 5
B> 2ECE2ARLAAECNAEERYBREEMR/%E -

FEIrHEESEN _EE—F+ _A=+—HZEREETFOFRE=ZFRBEZRLE
$£40,000,0008 7T (ZFEFZEHE © 60,000,000 70) > ZALEERERHTIHENRS
B> hEBBEX LT Z2HYEBEREEERAAZBRMHIEIERSA -
24, KRB/ BFLEREZER
TEH
FHZxELHERT ©ERBAN—FERER NI AERBTS -
25. BEYHE
rTER
HEYWEUEEBETIE -
MIRHE (E4) 528,000,000 T2 FEYETE > THFERAEZTEHAEERAER
HAEHMATHNEZE FEHCRBEEHEIMN28RE EERE > FHEEE
AR5 B 2 A -
REEBH I BREYEMEMTHBAETYEBRMERAALKATHERBAERL
FHAMHISEEET ZEESE > 11,081,000 T2 MEBEE THBTEREE 2
AW EESR -
26. EFH
EES
i —BEEF
F # T T &
JE R 312,952 268,242
TR & 19,007 30,842
. 458,329 570,249
790,288 869,333

Tk O iER AR BESEZ FA312,952,0008 T (ZEEEE © 268,242,000% 7T) -
1£ 8 5 19,007,0008 T (ZFEEFE ¢ 30,842,000% 70) B R A 5 458,329,000 7T (&
FEEFE 1 568,099,000 7T) -

MERIHEZEERALE2,771,566,0008 76 (ZFEEFEH: 2,751,170,000% JT) °
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HERE

23.

316,375
187,225

261,403

73,279

1=
1
K3

18,692

18,692

18,692 18,692

503,600
209,459
110,400
319,859

334,682
177,188
177,188

825

825

B i&

2
=

1,538

1,538

19,517 19,517

824,997
318,163

207,671
299,163

513,408
214,248

47,155
252,005

19,517

19,517

824,997 19,517 19,517

513,408

67,800
757,197

40,000
473,408

19,517

19,517

824,997 19,517 19,517

513,408

525,834

261,403
- 69 -
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22. EWERR
TEM b /N
—88-% g3 342 —B8-% g 33 - -3
TR A FEA F & A T4 A
S RBEWFE (Fza)
- HI®H 270,474 — — —
—~ 4 H{E 7 189,039 50,000 41,457 31,153
JE i B4 ) B 3R IE (11 32 b) 534 — 28 —
FE i = BR BT BB EKTE (M 320) — 65,212 — —
460,047 115,212 41,485 31,153
B ERREREEE (50,413) (46,000) — —
409,634 69,212 41,485 31,153
W —FNEI S
ERBEE 2 3IH (107,195) (50,217) (16,239) (4,673)
—EEF M 2 FOE 302,439 18,995 25,246 26,480
Wiz

(a) BHERFERLERFEHE
Venture Limited { fLucklon%%) 11

EEERHEEL L F'j%5’693F%DanwelﬁLucklongZ?ﬂﬁﬁﬁ/\
Bl ZEH o MH > AL A EFEEEFE L +IF A Danwei X LucklongZ HF »
DanwelﬁLucklongﬁeﬁZ%?%%EH&’L}@ZH&%E%?&W 1E 5 74 & 1]
Danwei X Lucklong#2 it & 3K Z {8 5 -
EIRAERRERAEFOFERIAER EZREANTL51,701,0008 7T (=
BEETE F) L5 "IE&ULI&ZL‘%@TW%/A%JEF‘ IHEREBERAFZBRK
%745,183, ooo%m (ZFZ T : 34,000,000% 7T)
ARG EREENTERNRFTE -
by BREEATDREZFHFBOT
ZEH N
—B2-F —28Ef —28-% ht 3= 3 3:3
F# FHL S FHL
REEEERGRA A 24 - - —
REMEARL A 160 - - -
RABNEBEAERATE 157 - - -
Rosedale Hotel
Management Limited 113 - - -
HhhEEARARN 80 _ 28 -
534 — 28 —
REFELELRHE  RERABERHEE -
{# 2 78 4% B 8 F B /> ¥ X Rosedale Hotel Management Limited % 2~ 28 7 I Z A%
RZ22EMBAH -
RABHEBEARLA KB ERERRQ R AT EBA RS EZME L
A AARETEERRATENETERAFASAERESR -
RABNEBERARA—HMAANAETEEFAEREREZ AR -
(¢ R-ZFZFFE+_AZ+—HRUTEHERIEIEQHEE -5 EBHERM
ZER ZEXERFEXRNEE -
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Bt & — BKEER
MZEE—E+_A=+—H  £ETEHBARAZHEBNT :
EAREERE
SRRYL/EW Bexn BRTRE/HR
BELTLE B .13 BxEELLH  TEEE
%
AT RERERALF H P 0 DEREREE
ANEBEEEERAR il HE 490  BE&R
(T8 ))
Pacificnet EEBHEN EERF M 295 BE THEE
VST LESES
BTHERIAZ
ZRERK
R BEHE Ei 2797 SEBERERER
ETHYaERE]
RIERE B
BeHEAME
RUSERBELE
ERERER

B—=RANE > FEBEBWMEBREGE > BREREMEA529,980,000% T -
BEREHR -—MEEP TFRIBIER N - ZTFFHRITRAEREAERE -

FERH > ActiwaterZ 2H RO ETFTRBREE > REUIMRESREITRGTREHER
ZHRFZA - REIPEEFET NEFE Actiwater®127.97% W 18 o

LRI TDIEEZHBATEHE L RARASBE LR EEFEERT G Z AL B
BAR  EEDLHFINHMBELAFAZENELCERBEMNILE -
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W

a. Australia Net.ComRA I X F WM 888 % - HRHHBMERZH I LT -
Australia Net.ComMX KM B A A TERFREHERER -

b. FEHEBMRPERMSEER > HRGVEEB L LT -

c. China Enterprises?t P BB EX£H > HRHNALORELSHHFT LT - AEBREE
China EnterprisesZ 55.2% 5 M IR & HE 25 J 88.8% X ZE# &% - China Enterprises/5
—HERAR W_FEE-F+_A=ZT—HEEEZEE  -nMMBEE E&PK
BEBARAERENFE (B BBERL A Z K HEE -

d.  FRAANFELEEY -

e. T ERERE -

f. LETieh A& ERE A -

EMB AR N ERLLENEMAEMBETANATEEZEEESR -

R NESERAIERELAFEZ AN AEBEREFEZERMOZAER

MEAR #EEXAFIHMMBLARZENKSERBRARBITE -

2. REEQABZRER BUBELTRE EBLHE 2RKE

rTEH b N
—28-F% “BEEE ZEE-F§ g 3333
FR FHRA THA FEAL
REEQATRZER
B Al & E T E 156,132 115,752 — —
GRS 20,136 - — —
FE LR > A - - 2 2
176,268 115,752 2 2
LAl A NCTEN
BEAFREK 13,517 5,323 473 1,083
ENBE QATRE
Nk /NI | 9,625 - — —

BENR R REENARERERT - 2R R EEERHRY -

il

20,136,000 T2 REFELH _EF—F+ R WBEAREEELEZEE -
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B1 % & #

AT

/&M

REEER

MEARER > 8

KEFEARRYE o
ERAT (W

BB EERAR =

(BEEMIHAEE
BRAFD (Kize)

EMNIEEERRAE (Mize FH

M ERE (BB o
ERAF (THMNBE]
(WD
EMNEBEEEARAA o
(Pt zze)
ERTERLEREG & &
ERAT
(M 320
FYIEHER o 3
BEERAF
(TEMEE]D
(W20
FIEREFRER F
Hol A R H
(Rt zxe)

Tung Fong Hung Investment %55

Limited ([ 4L ]) BAHEE
(W 3zd)
BEFRBEBARAA i
(32D
B HE (BR) BB I
HR T
(M 20

E&fT
RBRZ
ZEREL/
gEmEx

N
17,000,000

89,700,000% 7T

68,000,000 7T

N
469,748,7777T

109,200,000%: T

A B 89,004,566

A B #100,000,00077

290,000,000 T

10,000 7T

A B % 60,000,0007C

A B #667,833,0007C
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F. N
BEERT
RE/EM
BEXEE
2Bl
B ) 1§
% %
51 -
- 31
- 75
- 51
(B3¢
- 70
- 51
- 60
- 86
- 100
- 51
(B i)
- 51
(M 4kc)

TEEH

KR

S

MEEE

RERH

WEEE

RiEBEH -
WA R
AHR®

EER

SEUR
B A

MEERE
BELRE

RENES
o A

Rigwh

A=
e
i
==
k=1




20.

RHMARNZRE BUMBLARTE EBLHWEQAKRE

—EE2-F —BEEE
FH A F %
RBAEIZH®/E
B TR R AE 228,703 228,703
FE LW > HRAE 100,483 99,486
329,186 328,189
LGz E 23,868 56,935
JE iz Bft B > ®] EUA
BB~ FlZ R 3,598,640 3,051,781
B EHREEEBR (2,083,185) (871,870)
1,515,455 2,179,911
FE 15 I JB 4 &) 2k 1B
KRB N FZHIE 709,918 866,109
FEWEEMMBARZZELERT 2R LEEEEBHE
FRCARTNESAEBAMTRFERAAAMB A EE 2 RE(H > EE2EEE
EEBREEREYRLBBAEARIEER > WRAA R ZHERETAAERE
18 36 LR A I 4 R BB B U T (E 2 UE S 1 491,211,000,000% T © B B
ERECHAERBENBRILAEEREER -
MNoEBEE—F+_A=Z1+—F EXTEMBLARAZHEBULT
¥ /N
A BRI BEECET
Va1 REZz B/
REEER EERREX EXEE
HRARBHE 25 gMmER 2Bl TEEER
EE B
% %
Australia Net.Com Limited B 31,184, 1161 76 - 5726 BEER
([ Australia Net.Com)] ) (M 2t a) (W 22a)
P E BRE 27048386 % T - 6556 REEK
(M 22b) ([ 220}
THRMETELERFRAR FiE 28T - 5726 BREHER
China Enterprises EE 3: WERE 33.27 24.84 BEEZR
(20 L@EMR30,000E T (Bazc (W30
LE 60, 13E TS
B (D FH INEY - 55 HESZ
280,684,3117C (W 3xc)
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Bt &% — BEER
18. BIEE
EEMN
—EE—-F —EeeF
T # A F BT
R
w—H—H 107,656 —
RE — 107,656
BB A ) B 8 (107,656) —
H+_HA=+—H — ‘ 107,656
#e
mw—H—H 448 -
FEREE 4,934 448
1 M B A R RFE 8 (5,382) —
w+—_HB=+—H — 448
BREEE
BT+ HA=Z+—H - 107,208
B EERUITHBIFAELBEEHBRREZRERN . EEEE 20588 -
19. B8
EEMN
TF# T
R 2 {8
FREEBHBARTEALA 53,112
& BB A ) R 8 (19,909)
m:$$~$+:ﬁz+—a 33,203
# ey
ERNBERIRN_FE-F+_A=+—H 495
BREFE
W ZF-F+_-_HA=+—8H 32,708

RoEEEE+ZA=+—A

FEREREES T EHE -



BT & — Bt & &R
LM EBEFZEEFEME
rEMm AT
—E2g-f “gTEF “gg-% t- 3333
FEA TR FEA THRAL
B (REEEE) L
FH T A ERA
2HE 332,133 369,625 6,463 6,633
KER_EE— $+ H THZEAFECHERNBEEBARFEZE
EA263,000 G2 KE - W _FEZEZE+ _HA=+—80HEREHABSRERFE
BE o
16. REP SRRERYE
rEE
—EBE—-F —ESEE
F R A T # A
RAE
w—H—H 157,401 -
g A=W/l 53 PN — 173,869
FERELZBEREA 8,392 26,541
WEEE (28,793) —
WBAREY =R - (43.009)
BRt—A=+—H k37,000 137401
15
—EBE—F —EEEHF
F & T T H AT
WERE (REEEE) LS
THHERESE Y 111,000 131,086
RHRE(AEHEEE UEHY
THERAEREZYE 26,000 26,315
e 1.000 —_27401
i aEAERRENUF I EAERAE 2B ERSEEEHEESR  UARE WL
DRI HMERAERFHERNZ#Z ALHFAEITRREHHBEESR &+
E%%ﬁﬁ%jgﬁwiﬁﬁ%ﬁﬁﬂﬁﬂﬁ%¥@%ﬁmﬁ%&mﬂﬁﬁﬁ@ﬁ%
AR AEMGREEEITZME BUREAFEZHESRERBRZBEEBRAA
28,793,000 7T ©
17. WELtHREREMSRE
EEERAEQT
ER AN HETIEEEEBREARBF ((EHEAEERMF]) st—E#E + H
B|-=F18 3-8 i iﬂz% % HEHIT IR Bl AAFAREMZEREZ L
WERERZEFEARK W%#iﬁ%mwmmm&mm#MAE%Bmmww

Jo) e

RZFEZE—F+_AZ+—0 > ARE ZAHMKIE > 5B 42,727,000 ¢ (HH%5 1
A B #3,000,0007T) o
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B 22 — M EER
(a) WERELABEAZEENENERZPZZWEAE (GEISEAK]) 2 i - &
REBEYEERDMEZWBIBEREERE  AEBS X BT HEYEMEM
ﬁtiﬂ%f%ﬁﬁﬁfiﬁf\71‘%472%@%6@%&’&@@%&% c HMERREBEHHESRER
FR0%MREDFFRTREIN G E AR Z A RREAE > ULEREILKE
FMEE (B FEARAFAHEISEARKBTZZIEBEB AT RT T U
kX ERE o #1360,272,000 T BMEBROERAFEEZ A Na R T URER -
ENEZHBARCERE _F__E+—A=+HAI_+EFEHHEBERE
HENEEABEZESR -
(b) AEEZEEYWEINR _ZE-E+_A=1+—BaBvEEYELEMITIHT
HABODEBEMARAAEAWMNEEEETEM -
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