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CHINA EVERBRIGHT INTERNATIONAL LIMITED

(Incorporated in Hong Kong under the Companies Ordinance)

2000 RESULTS ANNOUNCEMENT

AUDITED RESULTS

The board of directors (the "Directors") of China Everbright International Limited (the "Company") hereby present the audited consolidated results of the Company and its subsidiaries (collectively, the "Group") for the year ended 31 December 2000 (the "Year") with comparative figures for the year ended 31 December 1999 (the "Previous Year") as follows:-

Consolidated profit and loss account



2000

1999


Note
HK$'000

HK$'000

Turnover
2&3
469,692

635,251

Cost of sales

(416,731
)
(616,821
)



52,961

18,430

Other revenue
4
59,351

33,434

Distribution costs

(17,319
)
(26,266
)

Administrative expenses

(35,866
)
(54,418
)

Other operating expenses

(26,536
)
(95,529
)

Profit/(loss) from operations

32,591

(124,349
)

Finance costs
5
(114,430
)
(99,068
)

Provision for impairment of fixed assets

-

(289,697
)



(81,839
)
(513,114
)

Share of results of associates
6

Share of net loss before taxation

(325,781
)
(382,324
)

Share of deficit on revaluation of

investment properties

(16,297
)
(64,020
)

Provision for interest in associate

(543,042
)
-

Share of profits/(losses) of jointly controlled entity

13,176

(16,750
)

Loss from ordinary activities

before taxation
3&5
(953,783
)
(976,208
)

Taxation
7
(409
)
(14,203
)

Loss from ordinary activities after taxation

(954,192
)
(990,411
)

Minority interests

6,806

102,818

Loss for the year

(947,386
)
(887,593
)

Loss per share

Basic
8
(37) cents

(38) cents

Consolidated statement of recognised gains and losses



2000

1999


Note
HK$'000

HK$'000

Share of exchange reserve of associates

(2,219
)
(2,187
)

Exchange differences on translation of the accounts of

subsidiaries, associates and jointly controlled entity

1,772

477

Net loss not recognised in the profit and loss account

(447
)
(1,710
)

Net loss for the year

(947,386
)
(887,593
)

Exchange reserve realised on disposal of

subsidiaries and associates

-

(61
)

Total recognised loss

(947,833
)
(889,364
)

Adjustment of goodwill taken directly to reserves

109,129

9,018



(838,704
)
(880,346
)

Consolidated balance sheet



2000

1999


Note
HK$'000

HK$'000

Non-current assets

Fixed assets

- Investment properties

245,699

249,873

- Other property, plant and equipments

385,504

408,262



631,203

658,135

Interest in associates
9
959,114

1,792,270

Interest in jointly controlled entity
10
334,272

130,735

Other financial assets

44,960

242,187



1,969,549

2,823,327

Current assets

Listed securities in Hong Kong

1,562

3,938

Inventories
11
68,545

92,442

Debtors, other receivables, deposits and prepayments
12
123,670

169,522

Amounts due from fellow subsidiaries

57,286

31,121

Cash and cash equivalents
13
262,518

22,899



513,581

319,922

Current liabilities

Bank loans

- secured

313,962

295,616

- unsecured

354,290

302,526


14
668,252

598,142

Loan from ultimate holding company
15
47,241

-

Other loans

47,143

46,944

Amount due to ultimate holding company

56,571

16,542

Creditors and accrued expenses
16
73,989

89,392

Taxation

89

-



893,285

751,020



2000

1999


Note
HK$'000

HK$'000

Net current liabilities

(379,704
)
(431,098
)

Total assets less current liabilities

1,589,845

2,392,229

Non-current liabilities

Bank loans
14
-

(60,727
)

Loans from ultimate holding company
15
(627,862
)
(523,102
)

Minority interests

(11,714
)
(19,427
)

NET ASSETS

950,269

1,788,973

CAPITAL AND RESERVES

Share capital

254,831

254,831

Reserves
17
695,438

1,534,142



950,269

1,788,973

Consolidated cash flow statement





2000



1999


Note


HK$'000



HK$'000

Net cash outflow from

operating activities
18(a)


(132,658
)


(123,231
)

Returns on investments

and servicing of finance

Interest received

776



6,432

Interest paid

(62,573
)


(110,989
)

Income from listed and

unlisted investments

5



26,145

Dividends received from

associates and jointly

controlled entity

28,168



58,959

Dividend paid to minority

shareholders

(944
)


(4,350
)

Net cash outflow from returns

on investments and

servicing of finance



(34,568
)


(23,803
)

Taxation

Hong Kong profits tax refund

-



164

PRC income tax paid

(933
)


(706
)





(933
)


(542
)

Investing activities

Purchase of fixed assets

(3,025
)


(4,192
)

Sale of an associate

-



1,620

Sale of fixed assets

6,285



960

Purchase of additional

interest in associate

-



(3,183
)

Purchase of additional

interest in subsidiary

(5,633
)


-

Sale of other financial assets

250,400



-

Net cash inflow/(outflow)

from investing activities



248,027



(4,795
)

Net cash inflow/(outflow)

before financing



79,868



(152,371
)

Financing

Repayment of bank loans

and other loans
18(b)
(245,461
)


(1,110,104
)

New bank loans and other

loans
18(b)
375,212



1,194,773

Net cash inflow from

financing



129,751



84,669

Increase/(decrease) in cash

and cash equivalents



209,619



(67,702
)

Cash and cash equivalents

at 1 January



22,899



90,601

Cash and cash equivalents

at 31 December



232,518



22,899

Analysis of the balances of

cash and cash equivalents

Cash at bank and in hand



257,518



22,899

Deposits with banks maturing

within three months of the

balance sheet date



5,000



-

Bank loans repayable within

three months from the date

of the advance



(30,000
)



-





232,518



22,899

Notes:

1.
Basis of consolidation

(i)
The consolidated accounts include the accounts of the Company and all its subsidiaries made up to 31 December each year. The results of subsidiaries acquired or disposed of during the year are included in the consolidated profit and loss account from or to the date of their acquisition or disposal, as appropriate. All material intercompany transactions and balances are eliminated on consolidation.

(ii)
Capital reserve or goodwill on consolidation representing the excess or deficit respectively of the Group's share of the fair value of the separable net tangible assets of subsidiaries, associates and jointly controlled entities at the respective acquisition dates over the cost of investments in these companies, is taken to capital reserve in the year in which it arises. On disposal of a subsidiary, an associate or a jointly controlled entity during the year, the attributable amount of capital reserve or goodwill is included in the calculation of the profit or loss on disposal.

2.
Turnover

Turnover represents the invoiced value of goods supplied to customers and rental income and securities trading. The amount of each significant category of revenue recognised in turnover during the year is as follows:


2000

1999


HK$'000

HK$'000

Sales of timber products
454,564

621,199

Property rental
14,483

5,624

Securities trading
645

8,428


469,692

635,251

3.
Segmental information

The analysis of the principal activities of the operations of the Company and its subsidiaries during the financial year are as follows:

Profit/(loss) from ordinary

Group turnover
activities before taxation


2000

1999

2000

1999


HK$'000

HK$'000

HK$'000

HK$'000

Principal activities

Manufacture and sale

of timber products
454,564

621,199

(27,213
)
(450,270
)

Property rental
14,483

5,624

3,194

1,721

Securities trading
645

8,428

(1,759
)
1,877


469,692

635,251

(25,778
)
(446,672
)

Head office and others




(56,061
)
(66,442
)






(81,839
)
(513,114
)

Share of net loss

before taxation of associates




(325,781
)
(382,324
)

Share of deficit on revaluation

of investment properties

of associate




(16,297
)
(64,020
)

Provision for interest in associate




(543,042
)
-

Share of profits/(losses) of jointly

controlled entity




13,176

(16,750
)






(953,783
)
(976,208
)

In view of the fact that the Group operates mainly in the People's Republic of China ("PRC"), no geographical segment information is presented.

4.
Other revenue


2000

1999


HK$'000

HK$'000

Gain on disposal of other investment (Note)
53,622

-

Gain on disposal of fixed assets
2,216

-

Interest income
776

6,432

Dividend income from unlisted securities
5

25,987

Dividend income from listed securities
-

157

Others
2,732

858


59,351

33,434

Note:
The amount represents the gain on disposal of an 80% interest in a sino-foreign joint venture engaged in the operation of a toll road in the PRC.

5.
Loss from ordinary activities before taxation

Loss from ordinary activities before taxation is arrived at after charging/(crediting):


2000

1999


HK$'000

HK$'000

(a)
Finance cost:


Interest on bank advances and other


  borrowings
114,430

99,068

(b)
Other items:


Cost of inventories*
416,608

609,471


Staff costs (including retirement costs of


  HK$2,995,000 (1999: HK$2,751,000))
48,783

63,013


Amortisation and write off of pre-operating


  expenses and development costs
-

20,917


Amortisation of non-current financial assets
7,300

8,000


Amortisation of investment in jointly controlled entity
2,377

2,377


Exchange loss
655

3,705


Auditors' remuneration
1,334

1,351


Depreciation


  - assets held for use under operating lease
1,029

1,029


  - owned assets
22,065

38,720


Operating lease charges for premises
3,997

4,519


Rentals receivable from investment properties


  less outgoings of HK$1,006,000


  (1999: HK$313,000)
(13,477
)
(5,311
)


Loss on sale of fixed assets
-

7,594

*
Cost of inventories include HK$43,219,000 (1999: HK$72,712,000) relating to staff costs, depreciation expenses and operating lease charges, which amount is also included in the respective total amounts disclosed separately above for each of these types of expenses.

6.
Share of results of associates


2000

1999


HK$'000

HK$'000

Share of net profit/(loss) before taxation

- Listed associate
(410,198
)
(427,412
)

- Unlisted associates
84,417

45,088


(325,781
)
(382,324
)

Share of deficit on revaluation of investment properties

- Listed associate
(16,297
)
(25,328
)

- Unlisted associates
-

(38,692
)


(16,297
)
(64,020
)


(342,078
)
(446,344
)

7.
Taxation

(a)
Taxation in the consolidated profit and loss account represents:


2000

1999


HK$'000

HK$'000

Overprovision of Hong Kong Profits Tax

in respect of prior years
-

8

Provision for PRC income tax on the estimated taxable

profits for the year
(1,022
)
(254
)


(1,022
)
(246
)

Share of associates' taxation
613

(13,957
)


(409
)
(14,203
)

No provision for Hong Kong Profits Tax has been made in the accounts as the Group sustained a loss for Hong Kong Profits Tax purposes during the year. Taxation for PRC operations is charged at the appropriate current rates of taxation ruling in the PRC.

(b)
None of the taxation payable in the consolidated balance sheet is expected to be settled after more than 1 year.

(c)
At the balance sheet date, the Group (excluding its subsidiaries in the PRC) had an unrecognised deferred tax asset of HK$940,000 (1999: HK$910,000) which represents the tax effect of timing differences arising as a result of tax losses available to set off future assessable profits. In addition, the Group's PRC subsidiary had an unrecognised deferred tax asset of approximately HK$4,555,000 (1999: HK$3,530,000) representing the maximum benefit from unutilised tax losses which can be carried forward up to five years from the year in which the loss was originated to offset future taxable profits. These deferred tax assets have not been recognised in the accounts as it is not certain that the benefit will be realised in the foreseeable future. The Group had no other significant unprovided deferred taxation for the year or at the balance sheet date.

8.
Loss Per share

(a)
Basic loss per share

The calculation of basic loss per share is based on the loss for the year of HK$947,386,000 (1999: HK$887,593,000) and the weighted average of 2,548,311,700 ordinary shares (1999: 2,360,551,543 ordinary shares) in issue during the year.

(b)
Diluted loss per share

Diluted loss per share is not shown as all the potential ordinary shares are anti-dilutive.

9.
Interest in associates


2000

1999


HK$'000

HK$'000

Listed investment (note a)
150,979

1,142,781

Unlisted investments (note b)
808,135

649,489


959,114

1,792,270

The following list contains only the particulars of associates, which principally affected the results or assets of the Group.

Place of
Proportion of ownership interest


incorporation/
Group's
held by
held


establishment
Effective
the
by
Principal

Name of company
and operation
Interest
Company
Subsidiaries
activity

Hong Kong Construction
Hong Kong/
35%
-
35%
Construction

(Holdings) Limited
PRC



and property

("HK Construction")




development/






investment

Hong Kong Shanghai
Western
25%
25%
-
Investment

Development Co Ltd
Samoa/PRC



holding

Newton Industrial
BVI/PRC
44.12%
44.12%
-
Investment

Limited




holding

(a)
Listed investment


2000

1999


HK$'000

HK$'000

Shares listed in Hong Kong

Share of net assets
733,248

1,154,615

Less: Provision
(543,042
)
-


190,206

1,154,615

Amount due to an associate
(39,227
)
(11,834
)


150,979

1,142,781

Market value of listed shares
190,206

502,180

HK Construction and its subsidiaries (the "HK Construction group") incurred a loss of HK$1,153 million (1999: HK$1,213 million) for the year ended 31 December 2000 and had net current liabilities of HK$1,812 million as at that date. As a result, the HK Construction group is having liquidity problems and is in default under the terms of its various loan and banking facility agreements. A 40% associate of the HK Construction group has agreed with a third party for the disposal of its interest in a power plant in the PRC for a consideration of HK$1,000 million. Deposits totalling HK$555 million have been received subsequent to the year end subject to the completion of a formal sale and purchase agreement. The directors of HK Construction are confident that the sale of the power plant will be completed resulting in substantial external funding to the HK Construction group. The directors of HK Construction are currently in active negotiations with their bankers to formalise a standstill arrangement, to restructure the repayment of the HK Construction group's indebtedness and to agree a plan to gradually dispose of certain of its property interests. The directors of HK Construction believe that ongoing support from their bankers will be forthcoming and the disposal of the above-mentioned interest in power plant will be finalised and the balance of the proceeds will be received in full. They are confident that the funds generated from the said disposal together with the other measures to be taken under the debt restructuring plan will enable the HK Construction group to continue in operational existence in the foreseeable future. Accordingly the accounts of the HK Construction group for the year ended 31 December 2000, on which the amounts of the share by the Group of the associate's loss for the year 31 December 2000 and net assets as at that date were based, have been prepared on a going concern basis. Should the HK Construction group be unable to continue in business as a going concern, adjustments would have to be made to restate the values of the assets to their recoverable amounts, to provide for any further liabilities which might arise and to reclassify non-current assets and liabilities as current. The effect of these adjustments have not been reflected in the accounts of the HK Construction group and thus not been reflected in the Group's share of the associate's loss for the year ended 31 December 2000 and net assets as at that date.

The Group is currently negotiating with an independent third party in connection with a possible disposal of its interest in HK Construction. The negotiation is still progressing and it is not certain as to whether an agreement will be reached.

Having regard to the above circumstances, the directors of the Company considered that there is an indication of an impairment in the value of the Group's interest in HK Construction and have made a provision of HK$543 million to reduce the carrying value of such interest to its estimated recoverable amount on the basis that the HK Construction group will be able to continue in business as a going concern. In estimating the recoverable amount of the Group's interest in HK Construction, the directors of the Company have also considered the possibility of HK Construction's successful debt restructuring, the possible results of the recent negotiation on the proposed disposal and the market price of HK Construction's shares as at 31 December 2000. Should the HK Construction group be unable to continue in business as a going concern, adjustment would have to be made to the estimated recoverable amount.

(b)
Unlisted investments


2000

1999


HK$'000

HK$'000

Share of net assets
321,226

162,580

Amount due from associate
486,909

486,909


808,135

649,989

Amount due from associate is unsecured, interest free and has no fixed terms of repayment.

10.
Interest in jointly controlled entity


2000

1999


HK$'000

HK$'000

Share of net assets
63,365

49,808

Amount due from/(to) jointly controlled entity (net)
277,685

85,328

Less: Amortisation
(6,778
)
(4,401
)


334,272

130,735

The net amount due from jointly controlled entity is unsecured, interest-free and not expected to be settled within one year.

11.
Inventories


2000

1999


HK$'000

HK$'000

Raw materials
30,517

46,470

Work in progress
8,139

14,499

Finished goods
29,701

31,473

Goods in transit
188

-


68,545

92,442

Included in raw materials and finished goods are inventories of HK$62,549,000 (1999: HK$58,592,000) stated net of a general provision, made in order to state those inventories at the lower of their cost and estimated net realisable value.

12.
Debtors, other receivables, deposits and Prepayments

The amounts are expected to be recovered within one year except for deposits of HK$2,900,000 (1999: HK$2,700,000) which are expected to be recovered after more than one year.

Included in debtors, other receivables, deposits and prepayments are trade debtors (net of provisions for bad and doubtful debts) with the following ageing analysis:


2000

1999


HK$'000

HK$'000

Current
73,453

93,886

1 to 6 months overdue
16,132

11,938

More than 6 months but less than 12 months overdue
1,882

4,400

More than 12 months overdue
901

3,456


92,368

113,680

Debts are usually due within 30 days from the date of billing.

13.
Cash and cash equivalents


2000

1999


HK$'000

HK$'000

Deposits with banks
5,000

-

Cash at banks and in hand
257,518

22,899


262,518

22,899

14.
Bank loans

At 31 December 2000, the bank loans were repayable as follows:


2000

1999


HK$'000

HK$'000

Within 1 year or on demand
668,252

598,142

After 1 year but within 2 years
-

60,727


668,252

658,869

At 31 December 2000, the bank loans were analysed as follows:


2000

1999


HK$'000

HK$'000

Bank loans

- secured
313,962

295,616

- unsecured
354,290

363,253


668,252

658,869

Certain bank facilities of the Group are secured by mortgages on land and buildings, listed shares of an associate and first floating charges on certain assets of the Group.
15. Loans from ultimate holding company
At 31 December 2000, the loans from ultimate holding company were repayable as follows:


2000

1999


HK$'000

HK$'000

Within 1 year
47,241

-

After 1 year but within 2 years
627,862

523,102


675,103

523,102

The loans are unsecured and bear interest from 7.5% to 9.3% per annum. The interest rates are generally based on Hong Kong Interbank Offering Rate or London Interbank Offering Rate plus 2%.

16.
Creditors and accrued expenses

Included in creditors and accrued expenses are trade creditors with the following ageing analysis:


2000

1999


HK$'000

HK$'000

Due within 1 month or on demand
15,107

31,027

Due after 1 month but within 3 months
6,027

-


21,134

31,027

17.
Reserves




Reserve/

Exchange



Revaluation




(goodwill)

differences

Capital

reserves on


Share

arising on

arising on

redemption

land and

Accumulated


Premium

consolidation

translation

reserve

buildings

losses

Total


HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

At 1 January 1999
2,694,420

(302,411
)
(3,796
)
70

243

(96,897
)
2,291,629

Premium arising from issue of

shares, net of expenses
122,859

-

-

-

-

-

122,859

Share of goodwill of an associate
-

1,683

-

-

-

-

1,683

Capital reserve arising from

acquisition of a subsidiary
-

7,335

-

-

-

-

7,335

Exchange reserve written back

on disposal of an associate
-

-

(61
)
-

-

-

(61
)

Share of exchange reserve of

associates
-

-

(2,187
)
-

-

-

(2,187
)

Exchange differences on

translation of accounts of

subsidiaries, associates and

jointly controlled entity
-

-

477

-

-

-

477

Loss for the year
-

-

-

-

-

(887,593
)
(887,593
)

At 31 December 1999
2,817,279

(293,393
)
(5,567
)
70

243

(984,490
)
1,534,142




Reserve/

Exchange



Revaluation




(goodwill)

differences

Capital

reserves on


Share

arising on

arising on

redemption

land and

Accumulated


Premium

consolidation

translation

reserve

buildings

losses

Total


HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

At 1 January 2000
2,817,279

(293,393
)
(5,567
)
70

243

(984,490
)
1,534,142

Adjustment of goodwill of an associate
-

109,129

-

-

-

-

109,129

Share of exchange reserve of

associates
-

-

(2,219
)
-

-

-

(2,219
)

Exchange differences on

translation of accounts of

subsidiaries, associates and

jointly controlled entity
-

-

1,772

-

-

-

1,772

Loss for the year
-

-

-

-

-

(947,386
)
(947,386
)

At 31 December 2000
2,817,279

(184,264
)
(6,014
)
70

243

(1,931,876
)
695,438

Accumulated loss of the Group can be analysed as follows:


2000

1999


HK$'000

HK$'000

Company and its subsidiaries
(887,188
)
(296,259
)

Associates
(1,041,114
)
(671,481
)

Jointly controlled entity
(3,574
)
(16,750
)


(1,931,876
)
(984,490
)

(i)
The application of the share premium account is governed by Section 48B of the Hong Kong Companies Ordinance.

(ii)
The capital reserves, exchange reserves and revaluation reserves have been set up and will be dealt with in accordance with the accounting policies adopted for goodwill arising on subsidiaries, associates and jointly controlled entity, foreign currency translation and the revaluation of investment properties.

(iii)
In accordance with the relevant PRC rules and regulations applicable to foreign investment enterprises established in the PRC, the Group's PRC subsidiaries are required to transfer 10 per cent of profits reported in its accounts prepared in accordance with accounting principles generally accepted in the PRC to a statutory reserve account. Statutory reserve can be used to make good previous years' losses, provided that the balance after such offset is not less than 25 per cent of the registered capital. This reserve is non-distributable other than in liquidation. At 31 December 2000, the accumulated losses of the Group include statutory reserve of PRC subsidiaries amounting to HK$12,329,000 (1999: HK$12,329,000).

18.
Notes to the consolidated cash flow statement

(a)
Reconciliation of operating loss to net cash outflow from operating activities


2000

1999


HK$'000

HK$'000

Operating loss
(81,839
)
(513,114
)

Provision for impairment of fixed assets
-

289,697

Deficit on revaluation of investment properties
5,500

2,000

Interest income
(776
)
(6,432
)

Interest expenses
114,430

99,068

Income from listed and unlisted investments
(5
)
(26,144
)

Depreciation of fixed assets
23,094

39,749

(Gain)/loss on sale of fixed assets
(2,216
)
7,594

Amortisation and write off of intangible assets
-

20,917

Amortisation of other non-current financial assets
7,300

8,000

Amortisation of investment in jointly

controlled entity
2,377

2,377

Provision for diminution in value

of unlisted investment
-

16

(Gain)/loss on disposal of subsidiaries,

associates and non-current

financial assets (net)
(53,622
)
476

Decrease in inventories
23,897

94,927

Decrease/(increase) in listed securities

in Hong Kong
2,376

(118
)

Increase in amount due from a jointly

controlled entity
(192,357
)
(85,328
)

Decrease in debtors, deposits and prepayments
45,852

185,051

Decrease/(increase) in amounts due

(to)/ from associates (net)
27,393

(129,275
)

Decrease in creditors and accrued expenses
(67,260
)
(49,234
)

Increase in amounts due from

fellow subsidiaries
(26,165
)
(62,601
)

Exchange adjustment
(4,505
)
(423
)

Decrease in amounts due from investees
3,839

1,673

Increase/(decrease) in amounts due

to ultimate holding company
40,029

(2,107
)

Net cash outflow from operating activities
(132,658
)
(123,231
)

(b)
Analysis of changes in financing




Bank and


Share capital

Share premium

other loans


HK$'000

HK$'000

HK$'000

At 1 January 1999
235,634

2,694,420

1,144,128

Issue of shares as total consideration of the

acquisition of a 100% interest in Sino Villa
19,197

122,859

-

New bank loans and other borrowings
-

-

1,194,773

Repayments during the year
-

-

(1,110,104
)

Effect of foreign exchange rate changes
-

-
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At 31 December 1999
254,831

2,817,279

1,228,915

At 1 January 2000
254,831

2,817,279

1,228,915

New bank and other loans
-

-

375,212

Repayments during the year
-

-

(245,461
)

Effect of foreign exchange rate changes
-

-

1,832

At 31 December 2000
254,831

2,817,279

1,360,498
(c)
Material non-cash items

The Group had the following material non-cash items during the year:


2000

1999


HK$'000

HK$'000

Issue of new shares

Full consideration for the acquisition of Sino Villa
-

142,056

Dividend

The Directors do not recommend the payment of a final dividend for the Year (1999: Nil).

Auditors' Report - Fundamental uncertainty
The Group has a 35% equity interest in Hong Kong Construction which is engaged in construction, and property development and investment. The accounts of the HK Construction group for the year ended 31 December 2000, on which the amounts of the Group's share of the associate's loss for the year ended 31 December 2000 and net assets as at that date were based, have been prepared on a going concern basis, the validity of which depends upon the ongoing support of the HK Construction group's bankers and the successful outcome of its restructuring plan. The accounts of the HK Construction group do not include any adjustments that would result from a failure to obtain such support and to implement the restructuring plan. As there is an indication of impairment in value of the Group's interest in HK Construction, a provision has been made to reduce the carrying value of such interest to its estimated recoverable amount on the basis that the HK Construction group will be able to continue in business as a going concern. No adjustments relating to the HK Construction group not being able to continue in business as a going concern have been made to the estimated recoverable amount. The auditors of the Company have considered the adequacy of the disclosures made in the accounts in this connection. They consider that the fundamental uncertainty has been adequately accounted for and disclosed in the accounts and their opinion is not qualified in this respect.

Reconciliation of the Group's audited financial results

As previously announced by the Company on 26 April 2001, the final results of HK Construction was material to the Group without which the Group was unable to finalise its audited accounts. Accordingly, the Company postponed the release of the Group's audited final results for the year ended 31 December 2000 and the despatch of its annual report for 2000 as the audited results of HK Construction were not available at that time. In accordance with paragraph 11(3) of Appendix 7A of the Listing Rules, the Company announced its unaudited financial information for the year ended 31 December 2000 which did not include the Group's share of HK Construction's results. The differences between the Group's audited results set out in the above and the unaudited results previously announced mainly represent the Group's share of HK Construction's results for the year and the Group's provision for diminution in value of HK Construction.

HK$'000

Unaudited profit for the year per announcement dated 26 April 2001
42,468

Share of HK Construction's results

- Share of loss
(410,198
)

- Share of taxation
6,686

- share of deficit on revaluation of investment properties
(16,297
)

Provision for interest in HK Construction
(543,042
)

Adjustment of share of an unlisted associate profit
(27,003
)

Audited loss for the year
(947,386
)

Purchase, Sale of Redemption of the Company's Listed Securities

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company's listed securities during the Year.

Compliance with the Code of Best Practice

The Company has complied throughout the year with the Code of Best Practice as set out by the Stock Exchange of Hong Kong Limited in Appendix 14 of the Rules Governing the Listing of Securities in the Stock Exchange of Hong Kong Limited (the "Listing Rules") except that the non-executive directors are not appointed for a specific term as they are subject to retirement in accordance with the Company's Articles of Association.

Publishment of Results of The Stock Exchange of Hong Kong Limited's Website
The 2000 annual report containing all the information required by paragraphs 45(1) to 45(3) of Appendix 16 to the Listing Rules will be published on The Stock Exchange of Hong Kong Limited's website in due course.

The financial information set out above does not constitute the Group's financial statements for the year ended 31 December 1999 or 2000 but is derived from these financial statements.

By order of the Board

Zhu Yanlan

Chief Executive Officer

Hong Kong, 25 May 2001

Website Address:

http://www.ebchina.com

CHAIRMAN'S STATEMENT

In the year under review, Hong Kong economy was recovering and mainland China enjoyed steady economic growth. The Company and its subsidiaries (collectively the "Group") achieved better results in infrastructure, property investments as well as timber business. However, mainly due to the huge loss and prudent provisions from an associate company, Hong Kong Construction (Holdings) Limited, the Group recorded a consolidated loss of HK$947 million.

In the past year the Group made every effort to restructure the current portfolio of business, improve operations management and create good business models; these efforts will continue. Hopefully continuing efforts of the Board and all employees will establish a strong and healthy ground for the Group's future development. In the meantime, we are watching worldwide economic changes and China's imminent entry into World Trade Organization. The Chinese government has placed environmental protection issues at the forefront of their five-year plan, set out an impressive environmental strategy for the next ten years and allocated massive budgets for environmental projects. Riding on global trend and domestic development, green and environment business, which deals with sustainable use of natural resources and environmental protection, prospers in China.

With a leading position in the timber industry and abundant experience in infrastructure investments, the Group is poised to move into the related business of sustainable use of natural resources, green and environment business, and related infrastructure. The Group is well positioned to capture and capitalize on recent exciting and challenging development in green and environment business. With clear strategy and sound management, the Group will gradually build a portfolio of core business and strive to develop into a successful conglomerate with world class competency in green and environment business.

Hereby I would like to express my gratitude for the support of all investors, members of the Board, members of the management and all staff of the Group. I believe that, with our continuing efforts, the Group will grow and prosper in the future.

Wang Mingquan

Chairman

Hong Kong, 25 May 2001

CHIEF EXECUTIVE OFFICER'S REPORT

Business Review

In Year 2000 the Company and its subsidiaries (collectively the "Group") has achieved improvement in operations, especially in infrastructure and property business. Nonetheless, Hong Kong Construction (Holdings) Limited ("HK Construction"), an associate of the Group, incurred a significant loss and drew the Group's bottom line into red.

In Year 2000 the Group had a turnover of HK$470 million, a decrease of HK$166 million from that of 1999, and recorded a consolidated loss of HK$947 million, compared with the loss of HK$888 million in 1999. Infrastructure investments recorded a profit of HK$120 million, compared with HK$38 million in 1999; property development and investment recorded a profit of HK$5 million, compared with the loss of HK$37 million in 1999. The Group's share of Everbright Timber Industry (Shenzhen) Company Limited's ("SETI") operating loss and various provisions amounted to a loss of HK$20 million, significantly reduced from the loss of HK$347 million in 1999. The Group's share of HK Construction's operating loss and various provisions amounted to HK$426 million, compared with the loss of HK$453 million in 1999. Meanwhile, to be cautious and taking into account uncertainties over HK Construction, the Board of Directors made a provision of HK$543 million.

The Group delightedly witnessed an improvement in operation effectiveness after restructuring current portfolio of business and the enhancement of operational, financial, and risk management. In Year 2000 the Group had a gross profit of HK$53 million, compared with HK$18 million in 1999, and a 267% gross profit margin improvement to 11% from 3% in 1999. Other income was HK$59 million, an increase of HK$26 million from HK$33 million in 1999, mainly due to the profits on the disposal of Xiazhang Toll Road. Distribution expense was HK$17 million, a decrease of HK$9 million or 35% from that of 1999. Administration expense had a reduction of 34% or HK$19 million from that of 1999. The Group recorded a profit from operations of HK$33 million in Year 2000, compared with a loss of HK$124 million in Year 1999.

HK Construction
HK Construction reported a loss of HK$1,153 million of which HK$314 million is operating loss HK$294 million is finance costs, and HK$564 million represents its share of loss of associates and jointly controlled entities, losses on revaluation of assets, projects, and provisions for associates. The Group's share of the loss amounted to HK$426 million, without which and the provision for HK Construction of HK$543 million, the Group could have had a profit before tax of HK$15 million in 2000.

HK Construction has since 1998 embarked on a business restructuring to focus on its core construction business. The process involves the disposal of non-core assets, one of which is a large investment in the Yangpu power plant in Hainan province. On 29th November 2000, KPMG Corporate Finance was appointed to review the company's financial and trading position and assist in negotiation for a standstill agreement with its banks and note-holding creditors.

HK Construction had in hand many valuable construction contracts at the end of 2000, including two government contracts for the construction of five schools in the territory, one government joint venture contract for Penny's Bay reclamation stage I, three West Rail projects, the widening of Tolo Highway, improvement works at Tuen Mun Wong Chu Road, design and construction of Shatin Government Offices, Island Harbourview development at Olympic Station, Polytechnic University phase VI development, residential development at 41C Stubbs Road, the Qingzhou Min River Bridge in Fuzhou, and a Chinese government joint venture contract for main construction of the National Grand Theatre in Beijing. The directors of HK Construction are confident most of the projects will be completed on time; provisions have been made for those where losses may be incurred due to delays.

The Group has announced that since mid-February 2001, discussion has taken place between the Group and an independent third party, an unlisted state-owned enterprise in PRC and a subsidiary of which is listed on the stock exchange of Shanghai, in relation to a possible acquisition by such an independent third party of certain shareholding interest in HK Construction. The discussion is still in progress.

Timber Business
Even though the competition for timber products was fierce, the Group managed an operating loss substantially lower than the year before. SETI recorded a loss of HK$26 million in 2000, a significant reduction from the loss of HK$173 million in 1999. The loss included an operating loss of HK$18 million and an inventory provision of HK$8 million.

Sales dropped 27% to HK$455 million compared with HK$621 million in 1999, mainly due to a shift to sophisticated timber products from simple timber commodities without competitive advantages. Despite a decreased sale in 2000, gross profit margin had improved to 8% from 2% in 1999.

The management however has reassessed its business strategy and is developing overseas markets, possible strategic alliances, and new business models. The manufacturing unit has developed new products and implemented further cost control measures. The management also intends to restructure timber assets and develop the related business of sustainable use of natural resources.

Infrastructure Investment
Mawan Power Co. Ltd had an excellent year and generated 3.32 billion kilowatt hour of electricity in 2000. Turnover was HK$1.8 billion, and profit after tax (after adjustments made in accordance with Hong Kong General Accepted Accounting Principles) was HK$503 million, an increase of HK$240 million or 91% over 1999. The Group's share of profit was HK$75 million.

In connection with Fuzhou Qingzhou Bridge project the Group recorded a profit of HK$13 million compared to a loss of HK$17 million last year. The bridge will be by the end of 2001. Related construction of Fuzhou Airport Expressway was halted last year and necessary provisions were then booked.

The Group disposed of its interest in Xiamen Xiazhang Toll Road during the year for HK$250 million, the sale proceed has been received in Hong Kong dollars, and a gain of HK$54 million was recorded. The sale has considerably strengthened the cash position of the Group.

Property Development and Investment
Sino Villa Holdings Ltd. holds a four-storey commercial property in Shenzhen Zhongshan Garden and generates a steady annual rental income and cash flow for the Group. The approximate area of 14,900 square meters were leased to Wal-Mart Department Store, Park'N Shop, McDonald's Restaurant and a domestic airline ticketing office. The property's car parking space was sold back to China Everbright Holdings Company Ltd., the ultimate holding company, since relevant ownership registration certificate could not be obtained from the government.

.

Shanghai Kerry Everbright City, of which the Group owns 25%, comprised two office towers and a shopping mall. Gross floor area sold remains the same as last year, i.e. 7.65% in Tower I and 30.17% in Tower II. Leased floor area has improved to 80% in Tower I and 42% in Tower II, from 67.15% and 32.81% respectively in 1999. It appeared that property market in Shanghai has begun to rebound slowly following China's imminent entry into World Trade Organisation ("WTO").

Shanghai Trade Square & International Apartments, of which the Group owns 15%, demonstrated operating results similar as that of 1999. At Shanghai Trade Square the leased or sold gross floor area for office was 96% (1999: 86%) and for retail shops sold or leased gross floor area was 100%, same as 1999. As for International Apartments the lease or sold gross floor area for apartments was 99%, same as 1999, and for retail shop it was 40% (1999: 97%).

Business Prospect
Looking into the future, the Group will continue to restructure current portfolio of business, increase operation effectiveness, enhance corporate governance, improve business and management models, and formulate standard investment appraisal and decision-making procedures. Meanwhile, the Group will be watchful for worldwide economic changes and China's imminent entry into WTO, make full use of its own advantages including a leading position in the timber industry and abundant experience in infrastructure investments, to penetrate into the related business of sustainable use of natural resources and urban environmental infrastructure. The Group will gradually build a portfolio of core business and strive to develop into a successful conglomerate with world class competency in green and environment business.

Financial Position
As at 31 December 2000, the Group's consolidated net assets were approximately HK$950 million, representing a decrease of 47% as compared to those at 31 December 1999. The consolidated net asset value per share was about HK$0.37 at the end of 2000. Total bank loans were 70% of the shareholders' funds and 27% of total assets, compared to 37% and 21% respectively last year.

Contingent liabilities
At 31 December 2000, guarantee given to banks by the Group in respect of banking facilities extended by banks to third parties amounting to HK$54 million (1999: HK$80 million). On the other hand, the Group was guaranteed by the third parties in respect of banking facilities amounting to HK$47 million (1999: HK$56 million).

Pledge of assets
At 31 December 2000, the Group pledged listed, unlisted investment and fixed assets with an aggregate net book value of approximately HK$1,027 million (1999: HK$1,809 million) to secure general banking facilities granted to the Group.

By order of the Board

Zhu Yanlan

Chief Executive Officer

Hong Kong, 25 May 2001

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the annual general meeting of the Company will be held at Coral Room 1, 3rd Floor, Furama Hotel Hong Kong, 1 Connaught Road Central, Hong Kong on Thursday, 28 June 2001 at 3:00 p.m. for the following purposes:-

1.
To receive and consider the audited financial statements and reports of the directors and auditors for the year ended 31 December 2000.

2.
To re-elect directors and to fix the directors' remuneration.

3.
To re-appoint auditors and to fix their remuneration.

By Order of the Board

POON Yuen Ling

Company Secretary

Hong Kong, 25 May 2001

Notes:-

1.
Any member of the Company entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and, on a poll, vote instead of him. A proxy need not be a member of the Company.

2.
To be valid, a proxy form, together with any power of attorney or other authority (if any) under which it is signed, or a notarially certified copy thereof must be lodged with the registered office of the Company at Room 2703, 27th Floor, Far East Finance Centre, 16 Harcourt Road, Hong Kong not less than 48 hours before the time appointed for holding the meeting or any adjournment thereof.

3.
The register of members will be closed from Thursday, 21 June 2001 to Thursday, 28 June 2001, both days inclusive, during which period no transfer of shares will be effected. In order to qualify for the attendance of the annual general meeting, all transfers accompanied by the relevant share certificates must be lodged with the Company's share registrars, Tengis Limited at 4th Floor, Hutchison House, 10 Harcourt Road, Hong Kong by not later than 4:00 p.m. on Wednesday, 20 June 2001.

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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