The Directors have pleasure in presenting to the shareholders
their report together with the audited financial statements
of WellNet Holdings Limited (the “"Company”) and its
subsidiaries (collectively known as the “Group") for the year
ended 31 December 2001.

The results of the Group for the year ended 31 December
2001 are set out in the consolidated income statement on
page 50.

The respective state of affairs of the Group and the Company
as at 31 December 2001 are set out in the balance sheets
on pages 52 and 53.

The Group's cash flows are set out in the consolidated cash
flow statement on pages 54 and 55.

The principal activity of the Company is investment holding.

The principal activities of the Group are metal trading,
manufacturing of metal products, operation of metal
exchange portals and property development and investment.

Analysis of the Group's turnover and profit from operations
for the year are set out in note 37 to the financial
statements on page 112.

A special dividend in specie of 46,668,926 shares of
HK$0.01 each (the "WorldMetal Shares") in WorldMetal
Holdings Limited ("WorldMetal") to those eligible
shareholders of the Company on the basis of one WorldMetal
Share for 20 shares of the Company held on 10 September
2001 was paid on 24 October 2001, which amounted to a
total sum of HK$11,201,000 (2000: Nil).

The Directors recommend the payment of a final dividend
of 2 HK cents (2000: Nil) per share for the year ended 31
December 2001, payable on 24 July 2002 to shareholders
whose names appear on the Register of Members of the
Company at the close of business on 6 June 2002. This
recommendation has been incorporated in the financial
statements.
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The percentage of purchases attributable
major suppliers are as follows:

- the largest supplier

- five largest suppliers combined

None of the Directors, their respective associates nor
shareholders (which to the knowledge of the Directors
owned more than 5% of the Company's share capital) had
any interest in the above suppliers at any time during the

year.

The aggregate percentages of sales attributable to the
Group's five largest customers is less than 30% of the total

amount involved.

The movements in property, plant and equipment and
investment properties during the year are set out in notes
13 and 14 respectively to the financial statements on pages

86 to 88.

The particulars of properties held by the Group for sale and
for investment as at 31 December 2001 are set out on

pages 122 and 123.

The particulars of the Company's principal subsidiaries and
the associate as at 31 December 2001 are set out in notes
15 and 16 respectively to the financial statements on pages

89 to 93.

The particulars of the Group's bank loans are set out in
notes 25 and 27 respectively to the financial statements on

pages 100 and 101.
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Most of the Group's bank loans were denominated in HK$
and US$ except for certain bank loans of approximately
HK$69,000,000 (2000: HK$18,000,000) which were
denominated in Renmenbi and were made to finance the
Group's operations in China. All the bank loans bear interest
at prevailing market rates.

Details of movements in the share capital of the Company
during the year are set out in note 32 to the financial
statements on pages 105 and 106.

During the year, interest of approximately HK$2,270,000
was capitalised into properties held for sale and investment
properties.

Details of movements in reserves during the year are set
out in note 34 to the financial statements on pages 108
and 109.

As at 31 December 2001, the Company's reserves available
for distribution to shareholders calculated in accordance
with the Companies Act 1981 of Bermuda amounted to
HK$218,228,000.

There is no provision for pre-emptive rights under the
Company's Bye-laws although there is no statutory
restriction against the granting of such rights under the
laws of Bermuda.
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During the year ended 31 December 2001, the Company
repurchased a total of 21,332,000 shares in the Company
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange") pursuant to the general mandate granted by
the shareholders at the annual general meeting held on 19
April 2000, details of which were as follows:-

REBEE-_ZEZT—F+-_A=+—HILFE
N ARBIRER_-_ZSTZTFNA+HLABELE
TZREBAFREERERTESHELD
Binz —MEE REBBRERIMBERA
A(IBRXA])BEARAAIRHGE R
21,332,000/%  FFiEW T :

Number of shares Price per share Total consideration

Month/Year repurchased Lowest Highest (before expenses)
BRE®R RELHE

B/ BEROEE &K BS (RFTEAX)
HK$ HK$ HK$

T T T

04/2001 21,332,000 0.155 0.40 4,784,767.60

All shares repurchased were cancelled and accordingly the
Company's issued share capital was reduced by the nominal
value of these shares. The repurchases were effected for
the benefit of the shareholders as a whole by enhancing
the net assets and earnings per share of the Company.

Save as disclosed above, neither the Company nor any of
its subsidiaries purchased, redeemed or sold any of the
Company's listed securities during the year ended 31
December 2001.

(1) During the year ended 31 December 2001, the
Company issued a total of 10,848,843 new ordinary
shares of HK$0.10 each upon the exercise of share
options by the optionholders.

(2) During the year ended 31 December 2001, the
Company issued a total of 7,475,929 new ordinary
shares of HK$0.10 each upon the conversion of bonds
into shares by the bondholders.
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(3)

(A)

Pursuant to the deed for the sale and purchase of
shares in Best Praise Holdings Limited (“Best Praise")
dated 21 May 2001, the Company issued and allotted
30,000,000 new ordinary shares of HK$0.10 each to
the vendor credited as fully paid at HK$0.90 per
share on 31 May 2001 as consideration in the amount
of HK$27,000,000 for the acquisition of 6,750,000
shares in Best Praise, representing 15% of the total
issued share capital of Best Praise.

The Company

The Company has adopted a share option scheme
(the "Scheme”) on 23 July 1999, which became
effective on 2 Augqust 1999, under which the
Directors, at their discretion, are authorised to grant
options to subscribe for new ordinary shares of the
Company to employees, including executive directors,
of the Company or its subsidiaries subject to the
terms and conditions stipulated therein.

Details of the Scheme are as follows:
(i) Purpose of the Scheme

The purpose of the Scheme is to give executive
directors and employees of the Company or
any of its subsidiaries an opportunity to
acquire an equity interest in the Company and
to assist in the recruitment and retention of
employees with experience and ability.

(i) Participants
Any employee, including any executive

director, of the Company or any of its
subsidiaries.
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(A)

The Company (continued)

(iii)

(iv)

Maximum number of shares

The maximum number of shares in respect of
which options may be granted (together with
options exercised and options then
outstanding) under the Scheme may not when
aggregated with the number of shares subject
to other share schemes of the Company
(excluding shares issued and to be issued upon
exercise of options granted under the share
option scheme of the Company adopted on 11
September 1989) and any shares which might
have been issued under cancelled options
exceed such number of shares as shall
represent 10 per cent. of the nominal amount
of the issued share capital of the Company
from time to time, excluding for this purpose
shares issued on exercise of options granted
under the Scheme. The total number of shares
available for issue under the Scheme as at the
date of this report is 3,384,888 shares,
representing approximately 0.36% of the issued
share capital of the Company as of that date.

No option may be granted to any one person
which if exercised in full would result in the
total number of shares already issued and
issuable to him under the Scheme when
aggregated with any shares which might have
been issued under cancelled options exceeding
25 per cent. of the aggregate number of shares
for the time being issued and issuable under
the Scheme.

Option period

An option may be exercised in accordance with
the terms of the Scheme at any time during a
period to be notified by the Board of Directors
to each grantee, such period of time not
exceeding three years from the date falling 90
days after the date on which an option is
offered and expiring on the last date of such
period.
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(A)  The Company (continued)

v)

(vi)

(vii)

Amount payable on application or acceptance

An offer of the grant of an option shall remain
open for acceptance for a period of 28 days
from the date on which an option is offered
to the grantee (the "Offer Date"). An option
shall be deemed to have been granted and
accepted and to have taken effect when the
duplicate letter comprising acceptance of the
option duly signed by the grantee together
with a remittance in favour of the Company
of HK$1 by way of consideration of the grant
thereof is received by the Company.

Exercise price

The exercise price in respect of any particular
option shall be such price as the Board of
Directors may in its absolute discretion
determine, being not less than the higher of
80 per cent of the average of the closing price
of the shares for the five trading days
immediately preceding the Offer Date on the
Stock Exchange as stated in the Stock
Exchange's quotation sheet or the nominal
value of a share.

The remaining life of the Scheme
The Board of Directors shall be entitled at any
time and from time to time within 3 years

after 2 August 1999 to offer the grant of an
option to any qualifying participants.
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(A)  The Company (continued)

Details of the share options granted under the
Scheme and remain outstanding as at 31 December
2001 are as follows:

(i)

(i

Name of Director
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CHAN Shing
il

LAU Ting
8

YU Wing Keung, Dicky
K&

TUNG Pui Shan, Virginia
Efm

KWOK Wai Lam
gaE

BER

YIN Mark
F

SIT Hoi Tung
BER

SUN Ho

LU Jian
L@{g U]

Continuous contract
employees

BRANER

Held as at
1/1/2001

20015
1B18
BE

4,500,000

4,500,000

1,151,972
3,637,806
2,000,000

2,219,061
1,151,972
3,637,806

1,151,972
2,425,204

606,301
2,425,204

606,301
970,081
2,000,000

606,301
970,081
2,000,000

1,151,972
3,637,806

1,509,383
5,699,227

No. of shares under the options

BRET < ROEE

Granted
during
the year

RER
Rl

5,400,000 @0

5,400,000 9

2,000,000 49

1,000,000 @

1,000,000 @

1,000,000 @

3,100,000 9

3,100,000 9

2,600,000 49

Exercised
during
the year

RER
i

1,800,000

606,301 ¥
970,081 ¥V

1,151,972 1l
3,637,806 11

606,301 118

1576,387 0
500,000 110
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Lapsed
during
the year
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419,061
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ZHERESFBERT:
Exercise
Held as at price Date of
31/12/2001  per share Grant
HK$
R2001E
12831A gk
b2 1k RABH
BT
4,500,000 0.68  29/3/2000
5,400,000 0.461 7[5/2001
4,500,000 0.68  29/3/2000
5,400,000 0.461 7[5/2001
1,151,972 0.3957  31/12/1998
3,637,806 04988 28/9/1999
2,000,000 0.68  29/3/2000
2,000,000 0.461 7[5/2001
- 0.5441 8/7/1997
1,151,972 0.3957  31/12/1998
3,637,806 04988 28/9/1999
1,000,000 0.461 7[5/2001
1,151,972 0.3957  31/12/1998
2,425,204 04988 28/9/1999
1,000,000 0.461 7[5/2001
606,301 0.3957  31/12/1998
2,425,204 04988 28/9/1999
1,000,000 0.461 7[5/2001
- 03957 31/12/1998
- 04988  28/9/1999
2,000,000 0.68  29/3/2000
3,100,000 0.461 7[5/2001
606,301 0.3957  31/12/1998
970,081 04988 28/9/1999
2,000,000 0.68  29/3/2000
3,100,000 0.461 7[5/2001
- 0.3957  31/12/1998
- 04988  28/9/1999
903,082 03957 31/12/1998
4,122,845 04988 28/9/1999
2,100,000 0.461 7[5/2001

Exercise period

From

;]

Until

TRAER
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(A)

Notes:

The Company (continued)

Ms. LU Jian resigned as an Executive Director of the
Company with effect from 23 March 2001.

The closing market price per share of the Company's shares
on 4 May 2001, the business day immediately before the
grant of options on 7 May 2001, was HK$0.60.

Rule 17.08 of the Listing Rules stipulates that the listed
issuer is encouraged to disclose in its annual report and
interim report the value of options granted to participants
as referred to in (i) to (v) of Rule 17.07 during the
financial year. The Directors consider it inappropriate to
value the options as a number of factors critical for the
valuation cannot be determined accurately. Any valuation
of the options based on various subjective and speculative
assumptions would be inappropriate and could be
misleading to the shareholders. The Directors therefore
consider the disclosure of only the relevant market price
and exercise price, which are readily ascertainable, will
be appropriate.

The weighted average closing market price per share
immediately before the date on which the option was
exercised was as follows:-

No. of shares under
the options exercised
during the year

FERTEBRE
HTROHE

(a) 1,800,000
(b) (i) 606,301
(i) 970,081
(c) (i) 1,151,972
(ii) 3,637,806
(d) 606,301
(e) (i) 200,000
(ii) 406,301
(iii) 970,081
(f) 500,000

No options were cancelled during the year.
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(A)

(B)

The Company (continued)

The Stock Exchange has amended the requirements
for share option schemes under Chapter 17 of the
Listing Rules, which came into effect on 1 September
2001. These new requirements make some of the
provisions of the Scheme no longer applicable. The
Directors proposed for the adoption of a new share
option scheme and termination of the Scheme at
the forthcoming annual general meeting of the
Company. During the transitional period, the
Company must nevertheless comply with the new
requirements of the Listing Rules.

WorldMetal Holdings Limited

WorldMetal Holdings Limited ("WorldMetal"), a
subsidiary of the Company, has adopted a share
option scheme (“WorldMetal Scheme") on 15 October
2001, which became effective on 26 October 2001,
under which a committee authorised by the board of
directors of WorldMetal (the “Committee") shall be
entitled to offer to grant to any executive director
or full-time employee of WorldMetal or its
subsidiaries options to subscribe for new shares in
WorldMetal ("WorldMetal Shares") subject to the
terms and conditions stipulated therein.

Details of the WorldMetal Scheme are as follows:
(i) Purpose of the WorldMetal Scheme

The purpose of the WorldMetal Scheme is to
give executive directors and full-time
employees of WorldMetal or any of its
subsidiaries an opportunity to acquire an
equity interest in WorldMetal and to assist in
the recruitment and retention of employees
with experience and ability.

30

(A &x2aq (&)

BEm EmRAE T EEARK
EER B 2 REMFEERT BRERIC
R-EE—FAA-BARBER-AQT
BB ZE THRAETERARZ
MEFTHETZRAE - EFTREANAKE
TZBRRBFAE LIRBRAFBK
Rt E XA PR ABRER &N B
EHR AR BB ST B AR A2 H

CEIR T/

(B) WorldMetal Holdings Limited

A7) 2 B 8B 22 B]WorldMetal Holdings
Limited( EBETFTRXSFMEBRER A
7)) ([WorldMetal] ) R —ZEZ—F+ A
+ A B®EMSM T B R EE
(TWorldMetal EER&#E=TEI] ) - W E R =
EE—F+A -+ NHEBER KL
WorldMetal EE R EECZZEE ([£
Bg ) AMBEREBZANE ZIERRIE
1% B A% 7 T WorldMetal &2 E it B A
AIZERES (BRENTES) BB
WorldMetali% 3 ( [ WorldMetali% 0 ] ) °

WorldMetal BB AR st EIRF BT —
(i)  WorldMetal#8 15+ #).2 B A9

WorldMetalf# Ig # 5t 8| § £ M
WorldMetalsk E T Ffi & A &) 2 #h
TEELRE2BEERERHERA
WorldMetal R A Em o e I H
BRERMRRBELR AN
*BEE-



(B)

WorldMetal Holdings Limited (continued)

(ii)

(iii)

Participants

Any executive director of WorldMetal or its
subsidiaries or any full-time employee of
WorldMetal or its subsidiaries who satisfies the
following requirements: (i) spends not less than
25 hours per week in providing services to
WorldMetal or any of its subsidiaries, such
number of hours being determined by
averaging out the total number of hours so
spent since the employee commences working
for WorldMetal or any of its subsidiaries and
up to the date of the proposed grant of any
Option; and (ii) has been in continuous
employment with WorldMetal or any of its
subsidiaries for a period of six months.

Maximum number of shares

The total number of WorldMetal Shares subject
to the WorldMetal Scheme and any other
schemes must not, in aggregate, exceed 10%
of the WorldMetal Shares in issue from time
to time (excluding (i) WorldMetal Shares issued
upon the exercise of options granted pursuant
to the WorldMetal Scheme and any other
schemes; and (ii) any pro rata entitlements to
further WorldMetal Shares issued in respect
of those WorldMetal Shares mentioned in (i))
during a period of ten consecutive years
commencing on the date of adoption of the
WorldMetal Scheme. The total number of
WorldMetal Shares available for issue under
the WorldMetal Scheme as at the date of this
report is 100,000,000 WorldMetal Shares,
representing 10% of the issued share capital
of WorldMetal as of that date.

No qualifying participant shall be granted an
option which, if exercised in full, would result
in such person's maximum entitlement
exceeding 25% of the aggregate number of
WorldMetal Shares for the time being issued
and are issuable under the WorldMetal Scheme.
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(B)

WorldMetal Holdings Limited (continued)

(iv)

v)

(vi)

(vii)

Option period

An option may be exercised in accordance with
the terms of the WorldMetal Scheme at any
time during the period the Committee may in
its absolute discretion determine, such period
of time commencing 90 days after the Offer
Date but shall not be less than 3 years nor
more than 10 years from the date on which
an option is granted.

Amount payable on application or acceptance

An offer of the grant of an option shall remain
open for acceptance for a period of 28 days
from the date on which an option is offered
to the grantee (the "Offer Date"). An option
shall be deemed to have been granted and
accepted when the duplicate of the offer letter
comprising acceptance of the option duly
signed by the grantee together with a
remittance in favour of WorldMetal of HK$1
by way of consideration of the grant thereof
is received by WorldMetal.

Exercise price

The exercise price in respect of any particular
option shall be at least the highest of (i) the
closing price of the WorldMetal Shares as
stated in the Stock Exchange's daily quotations
sheet on the date of grant, which must be a
business day, (ii) the average closing price of
the WorldMetal Shares as stated in the Stock
Exchange's daily quotations sheets for the five
business days immediately preceding the date
of grant and (iii) the nominal value of the
WorldMetal Shares.

The remaining life of the Scheme
The Committee shall be entitled at any time
during the period of 10 years commencing on

15 October 2001 to offer the grant of an
option to any qualifying participants.
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(B)

WorldMetal Holdings Limited (continued)

No option for WorldMetal Shares had been granted
under the WorldMetal Scheme since its adoption on
15 October 2001.

The Stock Exchange has amended the requirements
for share option schemes under Chapter 23 of the
Rules Governing the Listing of Securities on the
Growth Enterprise Market of the Stock Exchange
("GEM Listing Rules"), which came into effect on 1
October 2001. These new requirements make some
of the provisions of the WorldMetal Scheme no longer
applicable. The directors of WorldMetal proposed for
the adoption of a new share option scheme and
termination of the WorldMetal Scheme at its
forthcoming annual general meeting.

Pursuant to Chapter 17 of the Listing Rules, all
schemes involving the grant by a listed issuer or any
of its subsidiaries of options over new shares or other
new securities of the listed issuer or its subsidiaries
must be approved by shareholders of the listed issuer
in general meeting. Accordingly, resolution will be
proposed for the approval of the new share option
scheme of WorldMetal at the forthcoming annual
general meeting of the Company. During the
transitional period, WorldMetal must nevertheless
comply with the new requirements of the Listing
Rules and the GEM Listing Rules.
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The Group continues to be in a stable financial position
with cash and bank balance of HK$216,000,000 as at 31
December 2001. As at 31 December 2001, the Group's current
ratio, as a ratio of current assets to current liabilities, was
1.39 (2000: 1.51) and the gearing ratio, as a ratio of total
liabilities to total assets, was 0.49 (2000: 0.52).

The bank borrowings of the Group as at 31 December 2001
were approximately HK$456,000,000, including long term
borrowings of approximately HK$113,000,000, which were
denominated in Hong Kong Dollar, US Dollar and Renminbi,
bearing interest at prevailing market rates. The short-term
bank borrowings were mainly loans on trade finance and
construction loans and the long-term borrowings were
mainly mortgage loans.

The particulars of the charge on the Group's assets are set
out in note 39 to the financial statements on pages 118
and 119.

The particulars of the Group's capital commitments are set
out in note 38 to the financial statements on pages 116 to
18.

The particulars of the Group's contingent liabilities are set
out in note 38 to the financial statements on pages 116 to
18.

Details on the movement in convertible bonds are set out
in note 30 to the financial statements on page 103.
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The Directors of the Company during the year and up to
the date of this report were:

Executive Directors:

Mr. CHAN Shing
Mr. YANG Da Wei - appointed on 23 March 2001
Ms. LAU Ting

Mr. YU Wing Keung, Dicky

Ms. TUNG Pui Shan, Virginia

Mr. KWOK Wai Lam

Mr. YIN Mark

Mr. SIT Hoi Tung

Mr. SUN Ho - appointed on 30 May 2001
Mr. XIE Bing - appointed on 18 March 2002
Ms. LU Jian - resigned on 23 March 2001

Non-Executive Directors:

Mr. CUI Shu Ming
Mr. SONG Yufang
Mr. SZE Tsai Ping, Michael

Mr. FANG Hung, Kenneth - resigned on 30 May 2001

In accordance with bye-laws 85 and 92 of the Bye-laws of
the Company, Ms. LAU Ting, Mr. CUI Shu Ming, Mr. KWOK
Wai Lam, Mr. SUN Ho and Mr. XIE Bing retire from office at
the forthcoming Annual General Meeting and, being eligible,
offer themselves for re-election.

Biographical details of the Directors of the Company are
set out on pages 15 to 18.

Biographical details of the senior management of the Group
are set out on pages 19 and 20.
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As at 31 December 2001, the interests of the Directors and
chief executive of the Company (including those interests
which were deemed or taken to have interests under the
provisions of the Securities (Disclosure of Interests)
Ordinance (the “SDI Ordinance")) in the issued share capital
of the Company and any of its associated corporations
(within the meaning of the SDI Ordinance) as recorded in
the register kept by the Company pursuant to Section 29
of the SDI Ordinance were as follows:

(1)  Interests in Shares

(A)  The Company

Personal
Name of Director interests
BEEHR 18 A=
CHAN Shing 13,035,472
BeR 48, (Note 2)

(Btat2)
LAU Ting 21,776,072
2 1= (Note 2)

(KHtat2)
TUNG Pui Shan, Virginia 3,672,218
= {7l 1
YIN Mark 338,000
Frir
SIT Hoi Tung 1,576,382
SRS
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(1) BoER
A) XA
Number of shares
BERAHEE
Corporate Family
interests interests
NCIR X EY ¥
438,304,701 21,776,072
(Notes 1&2) (Note 2)
(Btat1k2) (Kiit2)
211,900,848 239,439,325
(Notes 1&2) (Note 2)
(Afat1X2) (Kr7E2)
5,104,000 110,000
(Note 3)
(M1 7£3)

Total
g2

473,116,245

473,116,245
(Note 2)
(K1 aE2)

8,886,218

338,000

1,576,382



(M

Interests in Shares (continued)

Notes:

1.

(B)

Qut of the 438,304,701 shares, 226,403,853 shares were
owned by Hang Sing Overseas Limited (“Hang Sing") and
211,900,848 shares were owned by Strong Purpose
Corporation (“Strong Purpose”). Mr. CHAN Shing, together
with Ms. LAU Ting, own a 51% interest in Hang Sing
through Orient Strength Limited and a 100% interest in
Strong Purpose. Ms. LAU Ting is the spouse of Mr. CHAN
Shing.

The interests of Ms. LAU Ting and Mr. CHAN Shing were
duplicated.

5,104,000 shares were owned by Focus Cheer Consultants
Limited ("Focus Cheer"), a company which is wholly-owned
by Ms. TUNG Pui Shan, Virginia.

Associated Corporation - WorldMetal Holdings
Limited

(1) K= (F)

Biar:

1. 1£438,304,701f% # » 226,403,853/% F1 Hang
Sing Overseas Limited ( [Hang SingJ) 75 -
% 5M211,900,8480% B Strong  Purpose
Corporation ([ Strong Purpose] ) # 5  BRk
S5 4 # A 245 &2 + & #+5 F Hang Sing 51%
25 (& 1BOrient Strength Limited) % Strong
Purpose 1000%0% z5 © 215 2 + BRI £ £ 2
B 18 -

2. BIFEZtBHERWMELEZERESR

3. 5104000 MEMMEL L2 EHE 2 DA
Focus Cheer Consultants Limited ( [ Focus
Cheer] ) A& °

(B) & 2 A] — WorldMetal Holdings
Limited

Number of shares

Personal
Name of Director interests
BEENS B AR
CHAN Shing 72,951,773
BR 3,
YANG Da Wei 3,000,000
HBARE
LAU Ting 50,288,803
2=
YU Wing Keung, Dicky 28,100,000
R K 58
TUNG Pui Shan, Virginia 3,183,610

= {7 3
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FEERGEE
Corporate Family

interests interests Total
NCIR X EY 3 g
535,646,308 50,288,803 658,886,884
(Note 1) (Note 2) (Note 4)
(Kiat1) (Kiit2) (Kt at4)
- - 3,000,000
535,646,308 72,951,773 658,886,884
(Note 1) (Note 3) (Note 4)
(Kraz1) (KfaE3) (K7t 4)
- - 28,100,000
255,200 5,500 3,444,310

(Note 5)

(K1 aEs)



(1)  Interests in Shares (continued)

(B)  Associated Corporation - WorldMetal Holdings
Limited (continued)

Personal
Name of Director interests
BEEHR B8 AR
KWOK Wai Lam 3,000,000
2[{E R
YIN Mark 3,016,900
F AT
SIT Hoi Tung 3,078,819
[EERES
SUN Ho 5,000,000
Bx
Notes:

1.

These shares were held as to 11,320,192 shares
by Hang Sing, as to 10,595,042 shares by Strong
Purpose and as to 513,731,074 shares by the
Company.

These shares were held by Ms. LAU Ting.

These shares were held by Mr. CHAN Shing.

The interests of Ms. LAU Ting and Mr. CHAN Shing
were duplicated.

255,200 shares were owned by Focus Cheer.

38

(1) K= (F)

(B)

Bt & 2 5] — WorldMetal Holdings
Limited (4&)

Number of shares

EERAEE
Corporate Family
interests interests Total
AFEE RIS By
- - 3,000,000
- - 3,016,900
- - 3,078,819
- 660,000 5,660,000
HitE:

1. BEERRHH 0 11,320,192% H Hang Sing
5% 110,595,042 F Strong Purpose#
B &513,731,074 R AR A EEHH -

2. WEROHBIELEHEE-

3. UEROHBEBRWMEERE-

4. MRMELEBAINEL T ZERESE

5. 255,2008% i Focus Cheerff A °



(2)

Save as otherwise disclosed herein, as at 31 December
2001, none of the Directors or chief executive of the
Company had or were deemed under the SDI
Ordinance to have any interests in the share capital
or debentures of the Company or any of its associated
corporations, or were required to notify the Company
and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed
Companies in respect of such interests.

Rights to Acquire Shares

As at 31 December 2001, the interests of the Directors
in options to subscribe for shares in the Company
granted under two share option schemes adopted by
the Company on 11 September 1989 and 23 July
1999 respectively as recorded in the register kept by
the Company under section 29 of the SDI Ordinance
were as disclosed in the previous section headed
“Share Option Schemes" of this report.

Save as otherwise disclosed in this report, at no time
during the year was the Company or any of its
subsidiaries a party to any arrangements, other than
the share option schemes of the Company or its
subsidiaries, to enable any of the Company's Directors,
their respective spouse or children under 18 years of
age to acquire benefits by means of acquisition of
shares in, or debentures of, the Company or any other
body corporate.
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As at 31 December 2001, according to the register kept by
the Company under Section 16(1) of the SDI Ordinance, the
following shareholders (other than the Directors and chief
executive of the Company) were directly or indirectly
interested in 10% or more of the issued share capital of
the Company:

Name of shareholder

BRREME

Strong Purpose Corporation

Hang Sing Overseas Limited

Orient Strength Limited

Zhong Shan Company Limited
EILAR LA

Superior Quality Assets Limited

Notes:

1.

The 211,900,848 shares owned by Strong Purpose formed part of
the interests of Mr. CHAN Shing and Ms. LAU Ting herein disclosed
respectively.

51% of the issued share capital of Hang Sing was owned by
Orient Strength Limited, a company which in turn was wholly-
owned by Mr. CHAN Shing and Ms. LAU Ting, and 49% of the
issued share capital of Hang Sing was owned by Superior Quality
Assets Limited, a company which was wholly-owned by Zhong
Shan Company Limited. Zhong Shan Company Limited was wholly-
owned by the Jiangsu Provincial People's Government of the PRC.
The 226,403,853 shares held by Hang Sing formed part of the
interests of Mr. CHAN Shing and Ms. LAU Ting herein disclosed
respectively.

As at 31 December 2001, save as disclosed above, the
Company had not been notified of any other interests
representing 10% or more of the issued share capital of the
Company.
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None of the Directors offering themselves for re-election
at the forthcoming Annual General Meeting has an
unexpired service contract with the Company which is not
determinable by the Company within one year without
payment of compensation (other than statutory
compensation).

(1)  Sales and purchases of metal products

(A)  Burwill Steel Pipes Limited (“BSPL"), a wholly-
owned subsidiary of the Company, purchased
metal products from Hyundai Corporation
("Hyundai") amounted to approximately
HK$16,319,000 in the year 2001. Hyundai owns
approximately 50% of the issued share capital
of and is therefore a substantial shareholder
of SteelnMetal.com Limited, which is a non-
wholly owned subsidiary of the Company. BSPL
is engaged in the business of metal
manufacturing and the purchase of metal
products from Hyundai is in its normal and
ordinary course of business.

(B) Burwill Resources Limited (“BRL"), a wholly-
owned subsidiary of the Company, and B & P
Intertrade Limited, a 50% owned subsidiary of
the Company, sold metal products to
Minmetals Townlord Technology Co., Limited
and its associates (as defined in the Listing
Rules) ("Minmetals") amounted to
approximately US$48,300,000 (approximately
HK$376,900,000) in the year 2001. Minmetals
owns 50% of the issued share capital of and
is therefore a substantial shareholder of 1t
Bl ®m M EMBRMAER AR A
(“ChinaSteel.com”) which is a non-wholly
owned subsidiary of the Company. BRL and B
& P are metal trading companies and the sales
of metal products to Minmetals is in their
normal and ordinary course of business.
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(2)

(3)

On-line transactions through the portals

The Group conducts transactions through the portals
operated by WorldMetal Holdings Limited, a 51%
owned subsidiary of the Company, and its subsidiaries
(the "WorldMetal Group”) from time to time and will
pay the WorldMetal Group a commission fee of 0.5%
to 1.5%, depending on the types of products traded,
on the value of the transactions completed through
the portals. The WorldMetal Group is engaged in the
business of providing Internet trading platforms
which facilitate online transactions of metals, as well
as consultancy services for the operation of such
trading platforms. The aggregate amount of
commission paid by the Group to the WorldMetal
Group in the year 2001 was approximately
HK$12,062,000.

Granting of share option

Pursuant to the agreement dated 5 July 2001, the
Company has granted an option to Hyundai to acquire
from the Company, at no consideration and at zero
exercise price, up to 4.99% (i.e. 49,900,000
WorldMetal Shares) of the issued share capital of
WorldMetal as at 26 October 2001, the date on which
the listing of WorldMetal Shares on GEM commenced,
where Hyundai had achieved the target volume and
target income as stipulated in the agreement in
relation to the trading of metals it conducted through
www.WorldMetal.com, being a business and business
platform on the Internet operated by WorldMetal.
com Limited, an indirect 51% owned subsidiary of
the Company.

The option can be exercisable at any time within six
months immediately following the expiry of the lock-
up period applicable to the WorldMetal Shares held
by the Company. Such lock-up period has been
reduced to a period of six months from the listing
date of WorldMetal Shares pursuant to the waiver
granted by the Stock Exchange subject to conditions.

42

(2)

(3)

ERRUEETHRALRS

B T EEE B AN A A 51008 &5
2 M} B 2 & WorldMetal Holdings
Limited 5 £ B B 2 &) ( [WorldMetal&
B BEZRUMETRS LM
WorldMetal SE B X A& B A - 858
BEBZERMAMEN RSB
0.5%E1.50(RFRXIHMEEM
7E) cWorldMetal SR B¢ = 2 215 B 1R
HEBMBIZFEAURER LB
RGET UERRZEXZTFEaE
BREZARE AEBR_ZT—
Fr\WorldMetal E B St 2 A& 2%
%) 576 % 12,062,0007T °

R R

BER_ZT—F+ARAFLZ
Wk AR B F Hyundai BB A7 - A
ERERZTTEE ROARAFE
Z WorldMetallg & = ZZ2HE R
WorldMetal RIDR ZZFZE—F+H=
TANBEBIFAER ETEXZ
22 ITRR AN 2 4.99% (149,900,000 P&
WorldMetali% 17 ) * M Hyundaift i i@
www.worldmetal.com (& A 2 &) i #
BESIWEZZHBARESBEE TR
SFBERARIMEE MM
HRETR)BTZEERSG B
HZmaE TR ZEERZER
BB A

ZEEREARERERR AR
£ WorldMetal i 7 2 22 & Bl J@ i 1& 7
8 7 7 B8 B 17 {6 = AR 43 B 2 P P I A
RUEETHOEME ZEEHE 4
%2 = fiWorldMetalfx {7 £ B &5 7<
@A -



(4)

On-going connected transactions

(i)

(ii)

On-line transactions through the portals

During the year ended 31 December 2001, the
Group has provided Hyundai with access to
the trading platforms www.WorldMetal.com
(operated by WorldMetal.com Limited) and
www.SteelnMetal.com (operated by
SteelnMetal.com Limited). Under the
membership agreement between Hyundai and
WorldMetal.com Limited for the use of www.
WorldMetal.com and the membership
agreement between Hyundai and
SteenMetal.com Limited for the use of
www.SteelnMetal.com, Hyundai will, for each
transaction completed through any one of the
above portals, pay to the corresponding
platform operator a commission ranging from
0.5% to 1.5% of the value of the transaction,
depending on the types of products traded.
The total value of the commission paid to the
Group by Hyundai in the year 2001 amounted
to approximately HK$17,542,000 (the
“Commission Payment").

Provision of technology consultancy services
and marketing consultancy services

During the year ended 31 December 2001,
ChinaSteel.com had provided consultancy
services to 1t R & 18 B EL £ AR A 7], which
is 50% owned by Minmetals (and hence an
associates of Minmetals as defined in the
Listing Rules) in accordance with the
Technology Consultancy Services Contract and
the Marketing Consultancy Services Contract,
both for a term of 5 years, entered into
between the parties on 16 February 2001.
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(4)

On-going connected transactions (continued)

(ii)

Provision of technology consultancy services
and marketing consultancy services
(continued)

Relevant aggregate service fee paid or payable
for the year ended 31 December 2001
amounted to approximately RMB5,250,000
(approximately HK$4,907,000) (the “Service
Fee").

In accordance with the requirements of the waiver
granted by the Stock Exchange to the Company from
strict compliance with Rule 14.25 of the Listing Rules
(the "Waiver"), the Directors (including the
independent non-executive Directors) have reviewed
the above on-going connected transactions and
confirmed that the transactions were conducted:

(a)

(b)

(c)

in the ordinary and usual course of the Group's
business;

on normal commercial terms or where there is
no available comparison, on terms that are
fair and reasonable so far as the shareholders
of the Company are concerned; and

in accordance with the terms of the
agreements governing the transactions or
where there are no such agreements, on terms
no less favourable than those available to or
from independent third parties.

The Commission Payment and the Service Fee paid or
payable for the year ended 31 December 2001 were
within the respective caps as set out in the Waivers.

44

(4) BEBREXS (#)

(i) ¥EHBM AR K 45 B 2 i IR
% (%)

REBEE-ZEZE—F+=-A=+—
AIEFE BfsEM 2 EBRG
B ABEYIEARS5250,0007T
(#4978 % 4,907,0000T) ([FRIE &
Bl)e

R IR 2B T AR A 2 SRR R
B ETRAIE 1425062 M (%0
%)) FRE EF (BEBIHFNTE
F)DEMLABAMER S TRR
EiZ S

() EARKEZEEXRBHEANET:

(b) %2 — MR F A KMNES B FR
A{ELLE AR B AR RIBRER N S
BRFRAEEZIGTET R

() MBREZERHZHHEGRM
ETRMEZS B AR TER
BMTBUF=-ERBIE=ER
T2 R MAETT

REBEE-FTFT-—F+-A=+—HIL
FEENENREERRRHEER
HEZREMIZAEMTE CREE
A e



(4)

On-going Connected Transactions (continued)

The auditors of the Company have also reviewed the
above on-going connected transactions and
confirmed in writing to the Directors stating that:

(a) the transactions have received the approval of
the Company's board of Directors;

(b) the transactions are in accordance with the
pricing policies of the Group as stated in the
Company's financial statements;

(c) the transactions have been entered into in
accordance with the terms of the agreements
governing the transactions or, if there are no
such agreements, on terms no less favourable
than those available to or from independent
third parties; and

(d)  the cap amounts as stated in the Waivers have
not been exceeded.
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(5) Transfer of Assets

On 8 January 2002, Burwill (China) Limited, a wholly-
owned subsidiary of the Company, entered into an
agreement with 5 5t 2 ik & 8 B 2 & (the "PRC
Shareholder") whereby both parties agreed to the
transfer of the entire assets of Dongguan Baohua
Steel-Rolling Co., Limited to a wholly foreign owned
enterprise established by the Company in China (the
“Transfer"). Dongguan Baohua is owned as to 51%
by Burwill (China) and the PRC Shareholder is a
substantial shareholder of Dongguan Baohua. The
total consideration payable for the Transfer is
approximately RMB15,329,000 (approximately
HK$14,461,000).

A summary of the results, assets and liabilities of the Group
for the last five financial period/years is set out on page
124.

As at 31 December 2001, the Group employed 490 staff.
Staff remuneration packages are normally reviewed annually.
The Group also provides other staff benefits which include
year end double pay, discretionary bonus, contributory
provident fund and medical insurance. Training programmes
for staff are provided as and when required.

Details of the retirement benefit schemes of the Group and
the employees’ retirement benefit costs charged to the
consolidated income statement for the year are set out in
note 40 to the financial statements on pages 119 and 120.
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The Company has complied with the Code of Best Practice
as set out in Appendix 14 of the Listing Rules throughout
the year, except that the non-executive directors are not
appointed for a specific term but are subject to retirement
by rotation at the Annual General Meeting of the Company
in accordance with the Bye-laws of the Company.

The Audit Committee comprising two independent non-
executive directors of the Company has been set up since
January 1999. Its principal duties include the review and
supervision of the Company's financial reporting process
and internal controls. The audited financial statements for
the year ended 31 December 2001 have been reviewed by
the Audit Committee.

Arthur Andersen & Co, who has been appointed as auditors
of the Company since 1999, will retire and a resolution for
their reappointment as auditors of the Company will be
proposed at the forthcoming Annual General Meeting.

On behalf of the Board
CHAN Shing
Chairman

Hong Kong, 18 April 2002
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