The Directors have pleasure in presenting to the shareholders
their report together with the audited accounts of WellNet
Holdings Limited (the “Company”) and its subsidiaries
(collectively known as the “Group"”) for the year ended 31
December 2002.

The results of the Group for the year ended 31 December
2002 are set out in the consolidated profit and loss account
on page 45.

The respective state of affairs of the Group and the Company
as at 31 December 2002 are set out in the balance sheets
on pages 46 and 47.

The Group's cash flows are set out in the consolidated cash
flow statement on pages 49 to 50.

The principal activity of the Company is investment holding.

The principal activities of the Group are international steel
trading, warehousing and distribution, steel manufacturing
and processing, and property development and investment.

Analysis of the Group's turnover and operating profit by
business and geographical segments for the year are set
out in note 4 to the accounts on page 68.

No interim dividend was paid during the year.

The Directors recommended a final dividend of HK 4 cents
(2001: HK 2 cents) per share for the year ended 31 December
2002, payable on 24 July 2003 to shareholders whose names
appear on the Register of Members of the Company at the
close of business on 18 June 2003. This recommendation
has been incorporated in the accounts.
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The percentage of purchases attributable to the Group's
major suppliers are as follows:

AEBZIEHERMIEBERZ2ED
W

%

B3k

- the largest supplier — & AHER 13
- five largest suppliers combined —-EAHEAEHBER 48

The percentage of sales attributable to the Group's major
customers are as follows:

AEEBZFEEFPAGEER 2B LA
T~

%

B3k

- the largest customer —-BRAREP 17
- five largest customers combined —RABEFPEMEER 38

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

The movements in property, plant and equipment and
investment properties during the year are set out in notes
14 and 15 to the accounts on pages 81 to 84.

The particulars of properties held by the Group for sale and
for investment as at 31 December 2002 are set out on
pages 120 and 121.

The particulars of the Company's principal subsidiaries and
associates as at 31 December 2002 are set out in notes 16
and 17 to the accounts on pages 85 to 89.
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The particulars of the Group's bank loans are set out in
notes 26 and 28 to the accounts on pages 95 and 96.

Most of the Group's bank loans were denominated in HK$
and US$ except for certain bank loans of approximately
HK$65,579,000 (2001: HK$69,000,000) which were
denominated in Renminbi 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 accounts on
pages 100 to 101.

Details of movements in reserves during the year are set
out in note 34 to the accounts on pages 106 to 108.

As at 31 December 2002, the Company's reserves available
for distribution to shareholders calculated in accordance
with the Companies Act 1981 of Bermuda amounted to
HK$179,168,000.

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 2002, the Company
repurchased a total of 3,888,000 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 6
June 2002, details of which were as follows:-

Number of shares

Price per share

REE-_ZEE_FF+_A=+—HIFE
R ARBRBER -_ZET_FNANBETT
ZHRERAFAS I ERERTFTESHORK
DZ—REBER REEBEXZMERAA
(TBER PR ] ) B AR B A% 1D & ££3,888,000
BB T

Total consideration

Month/Year repurchased Lowest Highest (before expense)
BRER RELE

B/ & BERGEE BI& BS (REHEX)
HK$ HK$ HK$

BT BT BT

09/2002 3,888,000 0.70 0.79 2,983,020

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 2002.
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(1)

(2)

Pursuant to the placing agreement dated 10 June 2002
entered into between Hang Sing Overseas Limited (the
“Vendor"), a substantial shareholder of the Company,
and the placing agent whereby 100,000,000 existing
shares held by the Vendor were placed to not less than
six independent placees at HK$0.90 per placing share
(the "Placing”), and the subscription agreement dated
10 June 2002 entered into between the Vendor and
the Company whereby the Vendor subscribed for
100,000,000 new shares of the Company at a
subscription price of HK$0.90 per subscription share
(the "Subscription”), the Company issued and allotted
a total of 100,000,000 new ordinary shares to the
Vendor on 21 June 2002. The Placing and the
Subscription represent an opportunity to raise capital
for the Company while broadening the shareholder base
and the capital base of the Company. The net proceeds
from the Subscription of approximately HK$88 million
is used for the investments in steel manufacturing and
warehousing businesses for further expansions and as
general working capital of the Group. The closing price
of the shares of the Company on 10 June 2002, being
the date of agreements, was HK$0.97.

During the year ended 31 December 2002, the Company
issued a total of 19,138,158 new ordinary shares of
HK$0.10 each upon the exercise of share options by
the optionholders.
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Pursuant to the agreement dated 31 October 2002, the
Company and Onoken Co., Ltd. ("Onoken") had granted
options to each other whereby upon exercise of the option,
the Company shall issue and allot to Onoken new shares of
the Company not exceeding such number of shares that
represents 3% of the issued share capital of the Company
as at the relevant exercise date, and Onoken shall issue and
allot to the Company new shares of Onoken (or transfer to
the Company existing issued shares of Onoken) not
exceeding such number of shares that represents 3% of the
issued share capital of Onoken as the relevant exercise date.
The options can be exercised only if the trading volume on
contract basis (both buying and selling) of steel and related
materials between the Company and Onoken for the period
from 31 October 2002 (the date of agreement) to 31
December 2005 reaches at least 1,500,000 metric tonnes.
The options can be exercisable at any time during the three
months immediately following the date on which written
confirmations are jointly issued by the respective auditors
of the Company and Onoken stating that the
abovementioned target volume has been fully achieved.

Pursuant to the share option schemes adopted by the
Company on 11 September 1989 (the “1989 Option Scheme")
and on 23 July 1999 (the "1999 Option Scheme") (together,
the "Old Schemes"), certain options were granted to
subscribe for new ordinary shares of the Company to
employees, including executive directors of the Company
or its subsidiaries subject to the respective terms and
conditions stipulated therein. The 1989 Option Scheme had
been terminated on 1 August 1999. In compliance with the
new requirements of Chapter 17 of the Rules Governing
the Listing of Securities (the “Listing Rules") on the Stock
Exchange which took effect from 1 September 2001, the
1999 Option Scheme was terminated and a new share option
scheme (the "New Scheme") was adopted pursuant to
ordinary resolutions passed by the shareholders at the annual
general meeting of the Company held on 6 June 2002.
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Upon termination of the Old Schemes, no further options
could be granted thereunder but in all other respects, the
provisions of the Old Schemes shall remain in force. All
outstanding options which were granted under the Old
Schemes to subscribe for shares in the Company prior to
their terminations shall continue to be valid and exercisable.

(A) The Old Schemes

()  Summary of terms of the Old Schemes

(i)

(ii)

(iii)

Purpose of the Old Schemes

The purpose of the Old Schemes are 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.

Participants

Any employee, including any executive
director, of the Company or any of its
subsidiaries.

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 Old Schemes may not
when aggregated with the number of shares
subject to other share schemes of the
Company 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 Old
Schemes.
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(A) The Old Schemes (continued)

(iv)

(v)

(vi)

Maximum entitlement of each participant

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 Old Schemes 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 Old Schemes.

Option period

An option may be exercised in accordance
with the terms of the Old Schemes 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.

Payment on acceptance of option

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.
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(A) The Old Schemes (continued) (A) EBERETSE (&)
(vii) Exercise price (vii) 7T1E1E
The exercise price in respect of any particular BREZITEERBESER
option shall be such price as the Board of BEBIBERE % EBETE
Directors may in its absolute discretion RROMEEERHBHA A
determine, being not less than the higher of xS EEBIHZ FHEK
80 per cent. of the average of the closing B (BN Pr 2 (B
price of the shares for the five trading days £ M) 2 80%3% % 7 EE (A
immediately preceding the Offer Date on the e RE)-

Stock Exchange as stated in the Stock
Exchange's quotation sheet or the nominal
value of a share.

(viii)The remaining life of the Old Schemes (viii) B BB AR 5T 8.2 T 68 B IR
The 1989 Option Scheme was terminated on —ANANEBERETEE R
1 August 1999 and the 1999 Option Scheme —ANARENA—BRIL-T
was terminated on 6 June 2002. — NN FBERER S8R

—EE_FXNANHEIL
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(A) The Old Schemes (continued) (A) BBKRESS (&)
(I Movement of share options granted under the Old (I REE_ZZ_F+-_A=+—
Schemes during the year ended 31 December 2002: HEFERNRBEBERZETSD

BHzBREZSHER:

No. of shares under the options

BREET2RHEE
Exercised Lapsed Exercise
Held as at during during  Held as at price Date of Exercise period
01/01/2002 the year the year  31/12/2002  per share grant from until
120026 20026
181 RER RER 128318 R EHR
2] [iK:d %% ¥5 #E RLAH # g
HKS
B
(i) Name of Director
ESi?
CHAN Shing 4,500,000 - - 4500000 0.68  29/03/2000  27/06/2000  26/06/2003
B 5,400,000 - - 5,400,000 0.461  07/05/2001  05/08/2001  04/08/2004
LAU Ting 4,500,000 - - 4500000 0.68  29/03/2000  27/06/2000  26/06/2003
Y 5,400,000 - - 5400,000 0461 07/05/2001  05/08/2001  04/08/2004
YU Wing Keung, Dicky 1151972 0 1,151,972 @ - - 0.3957  31/12/1998  31/12/1999  30/12/2002
Rk 3,637,806 3,637,806 - - 04988 28091999  27/12/1999  26/12/2002
2,000,000 - - 2,000,000 0.68  29/03/2000  27/06/2000  26/06/2003
2,000,000 - - 2,000,000 0461 07/05/2001  05/08/2001  04/08/2004
TUNG Pui Shan, Virginia 115197200 1151972 @ - - 0.3957  31/12/1998  31/12/1999  30/12/2002
R 3,637,806 3,637,806 - - 04988 28091999  27/12/1999  26/12/2002
1,000,000 - - 1,000,000 0461 07/05/2001  05/08/2001  04/08/2004
KWOK Wai Lam 1,151,972 10 - 1151972 - 03957  31/12/1998  31/12/1999  30/12/2002
DEF 2,425,204 - 2425204 - 04988 28/09/1999  27/12/1999  26/12/2002
1,000,000 - - 1,000,000 0.461  07/05/2001  05/08/2001  04/08/2004
YIN Mark 606,301 0 606,000 ¥ 301 - 03957  31/12/1998  31/12/1999  30/12/2002
Fi 2425204 2424000 ¥ 1,204 - 04988 28/09/1999  27/12/1999  26/12/2002
1,000,000 - - 1,000,000 0461 07/05/2001  05/08/2001  04/08/2004
SIT Hoi Tung 2,000,000 - - 2,000,000 0.68  29/03/2000  27/06/2000  26/06/2003
BEx 3,100,000 - - 3,100,000 0461 07/05/2001  05/08/2001  04/08/2004
SUN Ho 606,301 U 606,000 301 - 03957  31/12/1998  31/12/1999  30/12/2002
k% 970,081 - 970,081 - 04988 28/09/1999  27/12/1999  26/12/2002
2,000,000 - - 2,000,000 0.68  29/03/2000  27/06/2000  26/06/2003
3,100,000 - - 3,100,000 0461 07/05/2001  05/08/2001  04/08/2004
(i) Continuous contract employees 903,082 " 900,301 © 2,781 - 03957 31/12/1998  31/12/1999  30/12/2002
EEANES 4120845 4,122,301 0 544 - 04988 28/09/1999  27/12/1999  26/12/2002
2,100,000 900,000 - 1,200,000 0461 07/05/2001  05/08/2001  04/08/2004
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(A) The Old Schemes (continued)

Notes:

(1

(2)

(3)

(4)

(5)

(6)

(7)

(8)

These options were granted under the 1989 Option
Scheme. All outstanding options granted under the 1989
Option Scheme as at the beginning of the year lapsed, if
not exercised, during the year.

The weighted average closing market price per share
immediately before the date on which the options were
exercised was HK$0.7541.

The weighted average closing market price per share
immediately before the date on which the option was
exercised was HK$0.7498.

The weighted average closing market price per share
immediately before the date on which the options were
exercised was HK$0.7550.

(a) The weighted average closing market price per
share immediately before the date on which the
option for 294,000 shares was exercised was
HK$0.9501.

(o) The weighted average closing market price per
share immediately before the date on which the
option for 606,301 shares was exercised was
HK$0.7498.

(a) The weighted average closing market price per
share immediately before the date on which the
option for 970,000 shares was exercised was
HK$0.9593.

(o) The weighted average closing market price per
share immediately before the date on which the
options for 812,000 shares were exercised was
HK$0.9501.

(¢) The weighted average closing market price per
share immediately before the date on which the
option for 400,000 shares was exercised was
HK$0.7500.

(d) The weighted average closing market price per
share immediately before the date on which the
option for 364,000 shares was exercised was
HK$0.7541.

(e) The weighted average closing market price per
share immediately before the date on which the
option for 970,000 shares was exercised was
HK$0.7379.

(f)  The weighted average closing market price per
share immediately before the date on which the
option for 606,301 shares was exercised was
HK$0.7550.

(a) The weighted average closing market price per
share immediately before the date on which the
option for 400,000 shares was exercised was
HK$0.8785.

(b) The weighted average closing market price per
share immediately before the date on which the
option for 500,000 shares was exercised was
HK$0.9096.

No options were granted nor cancelled under the 1999
Option Scheme during the year.
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(B) The New Scheme

)

Summary of terms of the New Scheme

(i)

(ii)

(iii)

(iv)

Purpose of the New Scheme

The purpose of the New Scheme is to provide
incentives to Participants (as stated in
paragraph (ii)) to contribute to the Group and
to enable the Group to recruit high-calibre
employees and attract resources that are
valuable to the Group.

Participants

Any person being an employee, officer, buying
agent, selling agent, consultant, sales
representative or marketing representative of,
or supplier or provider of goods or services
to, the Group, including any executive or non-
executive director of the Group.

Maximum number of shares

The limit on the total number of 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
schemes of any member of the Group must
not exceed 30% of the number of issued
shares from time to time. The total number
of shares available for issue under the New
Scheme as at the date of this report is
94,164,430 shares, representing approximately
8.93% of the issued share capital of the
Company as of that date.

Maximum entitlement of each Participant

Unless approved by shareholders in general
meeting, no Participant shall be granted an
option which would result in the total number
of shares issued and to be issued upon exercise
of all options granted and to be granted
(including options exercised, cancelled and
outstanding) to such participant in any 12-
month period up to and including the
proposed date of grant for such options would
exceed 1% of the number of shares in issue
as at the proposed date of grant.
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(B) The New Scheme (continued)

(v)

(vi)

Option period

An option may be exercised in accordance
with the terms of the New Scheme at any
time during a period of not exceeding 10 years
to be notified by the Board to the grantee,
such period to commence on the date of grant
or such later date as the Board may determine
and expiring on the last day of the said period.
Under the New Scheme, the Board may, at its
discretion, prescribe a minimum period for
which an option must be held before it can
be exercised.

Payment on acceptance of option

HK$1.00 in cash is payable by the Participant
who accepts the grant of an option in
accordance with the terms of the New Scheme
on acceptance of the grant of an option.

(vii) Subscription price

The subscription price for the shares under
the options to be granted under the New
Scheme will be a price determined by the
Board and notified to a Participant at the
time the grant of the options is made to (and
subject to acceptance by) the Participant and
will be at least the highest of: (a) the closing
price of the shares as stated in the Stock
Exchange's daily quotations sheets on the date
of the grant (subject to acceptance) of the
option, which must be a business day; (b) the
average closing price of the shares as stated
in the Stock Exchange's daily quotations
sheets for the five business days immediately
preceding the date of the grant (subject to
acceptance) of the option; and (c) the nominal
value of the shares.
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(B) The New Scheme (continued)
(viii)The life of the New Scheme

The New Scheme shall be valid and effective
for a period of ten years commencing on 6
June 2002, after which period no further
options will be granted or accepted but the
provisions of the New Scheme shall remain in
full force and effect in all other respects.

(I No options had been granted, exercised nor
cancelled since the adoption of the New Scheme
on 6 June 2002.

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

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

Mr. XIE Bing - appointed on 18 March 2002

Non-Executive Directors:

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

In accordance with Bye-law 85 of the Bye-laws of the
Company, Ms. TUNG Pui Shan, Virginia, Mr. YIN Mark, Mr.
SIT Hoi Tung and Mr. SONG Yufang 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 14 to 17.
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As at 31 December 2002, 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 B8 AR
CHAN Shing 13,035,472
BeR 458, (Note 2)
(KHtat2)
LAU Ting 21,776,072
2|15 (Note 2)
(Btax2)
YU Wing Keung, Dicky 4,789,778
Rk &
TUNG Pui Shan, Virginia 8,461,996
= {7l 1
YIN Mark 3,168,000
Frir
SIT Hoi Tung 1,576,382
[EERES
SUN Ho 606,000
Bx

32

RZEET—

FHZA=1t—B REAXRA

EREZ (BREED) GO ([RERRK
BI1) B2 R ERTRE 2B LM FTEL
RRRBEEBRITHRAEN AR R B
AR (ERABBEESER) DBETRA
FHAERWRASEA 2 S FHIEW T

(1) BoER
A) XA
Number of shares
EERGHE
Corporate Family
interests interests
A TR RIS
438,304,701 21,776,072
(Notes 1&2) (Note 2)
(Ktat1k2) (Ktat2)
211,900,848 239,439,325
(Notes 1&2) (Note 2)
(Btat1k2) (Kiit2)
5,104,000 110,000
(Note 3)
(Kfax3)

Total
HE

473,116,245

473,116,245
(Note 2)
(KBiat2)

4,789,778

13,675,996

3,168,000

1,576,382

606,000



(1) Interests

in Shares (continued)

(A) The Company (continued)

Notes:

1.

Out of these 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.

(B) Associated Corporation - WorldMetal Holdings
Limited

Personal
Name of Director interests
EENR B8 AR
CHAN Shing 72,951,773
BeR 458
YANG Da Wei 3,000,000
HBAE
LAU Ting 50,288,803
21z
YU Wing Keung, Dicky 28,100,000

ROK IR
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£ 438,304,701 % ' - 226,403,853
fi% i Hang Sing Overseas Limited
([Hang Singl) & & 5 4
211,900,848/% 3 Strong Purpose
Corporation ( [ Strong Purpose] )
BHE -BRBEEERIBZLTE
45 B Hang Sing 51%E s (BB
Orient Strength Limited) & Strong
Purpose 100%#E - 8B Z L+ A
BRYL 55 4 2 BR i o

Hert @M ELE 2GS

5,104,0000% R E MM 2z - = & ¥
& 2 A AlFocus Cheer Consultants
Limited ( [ Focus Cheer] ) ¥ 5 °

£ 23 5] — WorldMetal Holdings

Limited (£ /8 & 7 X Z 1% B F IR

NI
Number of shares
EERAEE
Corporate Family

interests interests Total
AREE RIS FE
485,746,308 50,288,803 608,986,884
(Note 1) (Note 2) (Note 4)
(BraE1) (Kiat2) (Ktata)

- - 3,000,000
485,746,308 72,951,773 608,986,884
(Note 1) (Note 3) (Note 4)
(Brat1) (Kta£3) (Ktata)

- - 28,100,000



(1) Interests in Shares (continued)

(B) Associated Corporation -
Limited (continued)

WorldMetal Holdings

Personal
Name of Director interests
EENR B8 AR
TUNG Pui Shan, Virginia 3,183,610
= {7l 1
KWOK Wai Lam 3,000,000
LER
YIN Mark 3,016,900
F AT
SIT Hoi Tung 3,078,819
EEH R
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 463,831,074 shares by the Company.

2. These shares were held by Ms. LAU Ting.
3. These shares were held by Mr. CHAN Shing.

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

5. 255,200 shares were owned by Focus Cheer.

Save as disclosed herein, as at 31 December 2002, 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.
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Number of shares

BFERAEE
Corporate Family

interests interests Total
AREE RIS HE
255,200 5,500 3,444,310

(Note 5)

(Kiaxs)
- - 3,000,000
- - 3,016,900
- - 3,078,819
- 660,000 5,660,000
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(2) Rights to Acquire Shares

As at 31 December 2002, the interests of the Directors
in options to subscribe for shares in the Company
granted under the share option schemes of the
Company 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 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.

There was no contracts of significance (as defined in Note
15.2 of Appendix 16 of the Listing Rules) in relation to the
Group's business to which the Company or any of its
subsidiaries was a party and in which any of the Company's
Directors or members of its management had a material
interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.
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As at 31 December 2002, 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.

These 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. These
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 2002, 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).

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company were entered into or existed during
the year.

(1) On-going connected transactions

As disclosed in the 2001 Annual Report of the Company,
pursuant to an agreement dated 5 July 2001, the
Company granted an option to Hyundai Corporation
("Hyundai") to acquire from the Company up to 4.99%
of the issued share capital of WorldMetal Holdings
Limited ("WorldMetal") as at 26 October 2001 (the date
on which the listing of shares of WorldMetal on The
Growth Enterprise Market of the Stock Exchange
commenced) if Hyundai achieved the target trading
volume and target income with WorldMetal. On 12
June 2002 (the "Relevant Date"), Hyundai exercised the
option and had acquired 4.99% interest in WorldMetal
from the Company. The Group's interest in the issued
share capital of WorldMetal reduced from 51.37% to
46.38 % and accordingly, WorldMetal ceased to be a
subsidiary and became an associate of the Group from
the Relevant Date onwards.
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(1) On-going connected transactions (continued)

Hyundai owns approximately 50% of the issued share
capital of and is therefore a substantial shareholder of
SteelnMetal.com Limited, a subsidiary of WorldMetal.
Minmetals Townlord Technology Co., Limited
("Minmetals") owns 50% of the issued share capital of
and is therefore a substantial shareholder of 1t F &\
HERENEMAER DA ("ChinaSteel.com”), a
subsidiary of WorldMetal. Prior to the Relevant Date,
Hyundai and Minmetals were connected persons of the
Company pursuant to the Listing Rules and accordingly
the transactions between the Group and Hyundai or
Minmetals constitute connected transactions under the
Listing Rules.

Details of the Group's on-going connected transactions
with Hyundai, Minmetals and WorldMetal and its
subsidiaries (the "WorldMetal Group") during the
financial year ended 31 December 2002 but prior to
the Relevant Date were as follows:

(i) Burwill Steel Pipes Limited, a wholly-owned
subsidiary of the Company, purchased metal
products from Hyundai amounted to approximately
HK$2,216,000;

(i) Burwill Resources Limited, a wholly-owned
subsidiary of the Company, and B&P Intertrade
Limited, a 50% owned subsidiary of the Company,
sold metal products to Minmetals and its associates
amounted to approximately HK$178,573,000
(approximately US$22,894,000);

(iii) The Group conducted transactions through the
portals operated by the WorldMetal Group and
had paid the WorldMetal Group an aggregate
amount of commission fee, ranging from 0.5% to
1.5% (depending on the types of products traded)
on the value of the transactions completed through
the portals, of approximately HK$3,097,000.
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(1) On-going connected transactions (continued)

In accordance with the requirements of the waiver
granted by the Stock Exchange on 16 May 2002 to the
Company from strict compliance with the connected
transactions requirements as set out in Chapter 14 of
the Listing Rules (the "Waiver"), the Directors (including
the independent non-executive Directors) had reviewed
the above on-going connected transactions and
confirmed that the above transactions were conducted:

(i) in the ordinary and usual course of business of
the Group;

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

(iii) on terms that are fair and reasonable and in the
interests of the independent Shareholders as a
whole.

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

(i) the transactions have been approved by the board
of Directors;

(ii) the transactions have been entered into in
accordance with the terms of the agreements
governing the transactions or where there is no
agreement, on the pricing policies of the Group or
on terms no less favourable than terms available
to or from (as appropriate) independent third
parties; and

(iii) the respective cap amounts as set out in the Waiver
has not been exceeded.
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(1) On-going connected transactions (continued)

Waiver from strict compliance with the connected
transactions requirements as set out in Chapter 14 of
the Listing Rules was also granted by the Stock
Exchange in respect of the following transactions:-

(@) The commission payable by Hyundai for
transactions completed through the portals
operated by the WorldMetal Group, ranging from
0.5% to 1.5% (depending on the types of products
traded) on the value of the transactions completed
in accordance with the relevant membership
agreement. No commission had been paid nor was
payable by Hyundai during the financial year ended
31 December 2002 but prior to the Relevant Date.

(b) The service fee payable to ChinaSteel.com for
provision of technology consultancy services and
marketing consultancy services todb ;= & 1§ B &t
B R A |, which is 50% owned by Minmetals
(and hence an associate of Minmetals as defined
in the Listing Rules) in accordance with the
Technology Consultancy Services Contract and the
Marketing Consultancy Services Contract dated 16
February 2001 (the “Contracts"). The Contracts had
been terminated and no service fee had been paid
nor was payable by It R & B EEE AR A A
during the financial year ended 31 December 2002
but prior to the Relevant Date.

(2) Transfer of assets

On 8 January 2002, Burwill (China) Limited ("Burwill
(China)"), a wholly-owned subsidiary of the Company
entered into an agreement with 5 5 T 2 ¥k &1, 5 B
% W (the "PRC Shareholder”) whereby both parties
agreed to the transfer of the entire assets of Dongguan
Baohua Steel-Rolling Co., Limited (“Dongguan Baohua")
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 paid for the
Transfer was approximately RMB15,329,000 (approximately
HK$14,461,000).
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A summary of the results, assets and liabilities of the Group
for the last five financial period/years is set out on page
122.

Details of the retirement benefit schemes of the Group and
the employees' retirement benefit costs charged to the
consolidated profit and loss account for the year are set
out in note 38 to the accounts on page 117.

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, as they have to retire by
rotation at the annual general meeting of the Company
when they are due for re-election pursuant to 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 accounts as at and for
the year ended 31 December 2002 have been reviewed by
the Audit Committee.

The Audit Committee has met twice to discuss and review
the Company's interim report and annual report during the
year ended 31 December 2002, and provide advices and
recommendations to the Board of Directors.
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Arthur Andersen & Co. were auditors of the Company for
the years ended 31 December 2000 and 2001.

PricewaterhouseCoopers, who was appointed by the Board
to fill the casual vacancy arising by reason of the resignation
of Arthur Andersen & Co. on 28 June 2002, 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, 9 April 2003
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