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REPORT OF THE DIRECTORS

The directors submit their report together with the audited accounts for
the year ended 30th June 2004.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. The activities
of the subsidiaries are set out in note 34 to the accounts.

An analysis of the Group’s turnover and segment results for the year by
principal activities and geographical areas is set out in note 2 to the
accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated
profit and loss account on page 35.

The directors do not recommend the payment of a dividend.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 4.

RESERVES

Movements in the reserves of the Group and the Company during the
year are set out in note 25 to the accounts.

DONATIONS

Charitable and other donations made by the Group during the year
amounted to HK$10,000. (2003: HK$26,000).

FIXED ASSETS

Details of the movements in fixed assets of the Group are set out in
note 11 to the accounts.

PRINCIPAL PROPERTIES

Details of the principal properties held for investment purposes of the
Group are set out on page 6.
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SHARE CAPITAL

Details of the movements in share capital of the Company are set out
in note 24 to the accounts.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 30th June 2004 amounted
to HK$51,152,000 (2003: HK$51,191,000(restated)), including
contributed surplus of HK$51,852,000 (2003: HK$51,852,000)
which is only distributable subject to conditions as set out in note 25 to
the accounts.

PARTICULARS OF BANK LOANS, OVERDRAFTS
AND OTHER BORROWINGS

Particulars of bank loans, overdrafts and other borrowings as at 30th
June 2004 are set out in notes 22, 23, 26 and 29 to the accounts.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or sold
any of the Company’s listed securities during the year.

SHARE OPTION SCHEME

Pursuant to resolutions passed in the 2003 AGM, the Company has
adopted the New Scheme and terminated the Old Scheme in
compliance with the Listing Rules. Details of the New Scheme are as
follows:

(a) Purpose of the New Scheme

The purpose of the New Scheme is to enable the Company to
grant options to selected Participants (as defined below) as
incentive and/or rewards for their contribution and support to
the Group and any invested entity.

24

51,152,000
51,191,000

51,852,000  
51,852,000

25

22 23
26 29

(a)



24

REPORT OF THE DIRECTORS

SHARE OPTION SCHEME (Cont’d)

(b) Participants of the New Scheme

The Board may, at its discretion, invite any person belonging to
any of the following classes of participants for their contribution
and support to the Group and any invested entity (the “Participants”
and individually, a “Participant”) to take up options to subscribe
for shares.

(i) any full-time employee of the Company, any of its subsidiary
or any invested entity, including (without limitation) any
executive director of the Company, any of its subsidiary or
any invested entity, who is in full time employment of the
Company, any of its subsidiary or any invested entity
(individually, an “Employee”);

(ii) any non-executive director (including independent non-
executive directors) of the Company, any of its subsidiary
or any invested entity;

(iii) any supplier of goods or services to any member of the
Group or any invested entity;

(iv) any customer of the Group or any invested entity;

(v) any person or entity that provides research, development
or other technical support to the Group or any invested
entity;

(vi) any shareholder of any member of the Group or any invested
entity or any holder of any securities issued by any member
of the Group or any invested entity;

(vii) any adviser (professional or otherwise) or consultant to any
area of business or business development of any member
of the Group or any invested entity;

(b)
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SHARE OPTION SCHEME (Cont’d)

(b) Participants of the New Scheme (Cont’d)

(viii) any joint venture partner or counter-party to business
operation or business arrangements of the Group, and for
the purposes of the New Scheme, the options may be
granted to any company wholly owned by one or more
persons belonging to any of the above classes of the
Participants.

(c) Maximum number of shares available for issue under the New
Scheme

(i) The maximum number of share which may be issued upon
exercise of all outstanding option granted and yet to be
exercised under the New Scheme and any other schemes
for the time being of the Company shall not exceed 30% of
the shares in issue from time to time. Options lapsed or
cancelled for the time being of the Company shall not be
counted for the purpose of calculating the said 30% limit;

(ii) The maximum number of shares available for issue under
the New Scheme is 143,460,537 shares, represents 10%
of the shares in issue as at the date the shareholders
conditionally approve and adopt the New Scheme at the
2003 AGM.

(d) Maximum entitlement of each Participant

The total number of shares issued and to be issued upon exercise
of the options granted and to be granted to each grantee under
the New Scheme and any other schemes for the time being of
the Company (including both exercised and outstanding options)
in any 12-month period up to the date of grant to each grantee
must not exceed 1% of the aggregate number of shares for the
time being in issue.
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SHARE OPTION SCHEME (Cont’d)

(e) Remaining life and exercisable period of the options

There is no general requirement that an option must be held for
any minimum period before it can be exercised but the Board is
empowered to impose at its discretion any such minimum period
at the time of grant of any particular option. An option may be
exercised in accordance with the terms of the New Scheme at
any time during a period of 10 years commencing on the date of
grant and expiring on the last day of the said 10-year period.

(f) Payment on acceptance of the option offer

A sum of HK$1 is payable by the Participant on acceptance of
the option offer.

(g) Basis of determining the subscription price

The subscription price for share under the New Scheme shall be
a price notified by the Board to a Participant to whom any offer
of the grant of an option is made and shall be at least the higher
of (i) the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant which
must be a business day; and (ii) 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 grant,
provided that the subscription price shall not be lower than the
nominal value of a share.

On 30th June 2003, all the share options granted under the Old Scheme
were surrendered and cancelled.

There was no share options granted under the New Scheme for the
period from 26th November 2003 to 30th June 2004.

(e)
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DIRECTORS

The directors during the year and up to the date of this report were:—

Mr LAM Shiu Ming, Daneil
Ms CHIU Suet Ying
Mr YEUNG Kim Piu

(appointed on 27th September 2004)
Mr CHIU Shin Koi 1

Mr NG Kwok Tung 1

Mr MA Ting Hung 1

(appointed on 27th September 2004)

1 Independent Non-executive Directors

Ms Chiu Suet Ying, Mr Yeung Kim Piu and Mr Ma Ting Hung, retire by
rotation in accordance with Articles 87(1) and 86(2) of the Company’s
Bye-Laws and, being eligible, offer themselves for re-election.

Independent non-executive directors who have not been appointed for
a specific term are subject to retirement by rotation as specified by the
Company’s Articles of Association.

The Company has received from each of the above independent non-
executive directors a confirmation of his independence pursuant to
Rule 3.13 of the Listing Rules and the Company is satisfied that they
are independent as such.

DIRECTORS’ SERVICE CONTRACTS

Mr Lam Shiu Ming, Daneil and Ms Chiu Suet Ying have each entered
into a service contract with the Company commencing 1st July 2002,
which may be terminated by either party thereto giving to the other
three months’ prior notice in writing, which notice period shall not
expire at any time during the first year. Under these service contracts,
the remuneration payable to each of them may, subject to the discretion
of the directors, be increased by not more than 15 percent per annum
and they will each be entitled to discretionary bonus provided that the
total amount of bonuses payable to all the directors for such year shall
not exceed five percent of the Group’s audited net profit after taxation
and minority interests but before extraordinary and exceptional items
and the payment of such bonus. The amount of the annual salary
increase and the bonus payable under such service contracts is at the
sole discretion of the board of directors provided that the respective
parties to such service contracts may not vote or be counted in the
quorum in respect of any such determination of the board of directors
in relation to him or her.
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DIRECTORS’ SERVICE CONTRACTS (Cont’d)

Mr Yeung Kim Piu has entered into a service contract with the Company
on 27th September 2004, which may be terminated by either party
giving to the other not less than one month notice in writing. Under the
service agreement, he is entitled to an annual discretionary bonus
having regard to his performance and the operating results of the Group
in the relevant financial year.

Save as disclosed above, none of the directors who are proposed for
re-election at the forthcoming annual general meeting has a service
contract with the Company which is not determinable within one year
without payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 33 to the accounts, no contracts of
significance in relation to the Group’s business to which the Company,
its holding company, its subsidiaries or its fellow subsidiaries was a
party and in which a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the directors of the Company has an interest in business which
competes or may compete with the business of the Group.

DIRECTORS’ INTERESTS IN EQUITY OR DEBT SECURITIES

As at 30th June 2004, the interests which are all long positions of
each of the directors and chief executives of the Company in the share
capital of the Company and its associated corporation (within the
meaning of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (“SFO”)) which were required to be notified to the
Company and the Stock Exchange pursuant to Sections 341, 342
and 343 of the SFO (including interest which any such director was
taken to have under Sections 344 and 345 of the SFO) or which were
required to be entered in the register required to be kept by the
Company pursuant to Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by directors of Listed Companies (the “Model
Code”) were as follows:
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DIRECTORS’ INTERESTS IN EQUITY OR DEBT
SECURITIES (Cont’d)

Number of shares Percentage
Name of Director Nature of interest of the Company held of shareholding

Mr Lam Shiu Ming, Daneil Founder of a discretionary trust (Note) 872,406,705 53.70%

Note: The trustee of the discretionary trust is Central Core Resources Limited which
owns the entire issued share capital of the Globalcrest Enterprises Limited
which in turn is interested in 872,406,705 shares of the Company.

Save as disclosed above, as at 30th June 2004, none of the directors
or chief executives of the Company or their associates had any interests
(including short positions) in the share capital of the Company or any
of its associated corporations where were required to be notified to
the Company and the Stock Exchange pursuant to Sections 341,342
and 343 of the SFO (including interests which they were deemed or
taken to have under Sections 344 and 345 of the SFO) or the Model
Code or which were required, pursuant to Section 352 of the SFO, to
be entered in the register referred to therein.

At no time during the year, the directors (including their spouse and
children under 18 years of age) had any interest in, or had been
granted, or exercised, any rights to subscribe for shares of the Company
and its associated corporations.

In addition, at no time during the year was the Company, its holding
company, its subsidiaries, its associated company or its fellow
subsidiaries a party to any arrangement to enable the directors of the
Company to hold any interests or short positions in the shares or
underlying shares in or debentures of, the Company or any other body
corporate.

Central Core Resources
Limited Globalcrest Enterprises
L im i t ed G loba l c r e s t
Enterprises Limited 872,406,705

341 342 343

344 345
352
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SUBSTANTIAL SHAREHOLDERS

At 30th June 2004, in accordance with the register kept by the
Company under Section 336 of the SFO, the following people were
interested in the issued share capital of the Company (including short
positions) representing 5% or more of the issued share capital of the
Company:

336
5%

Number of shares Percentage
Name of shareholder of the Company held of shareholding

Globalcrest Enterprises Limited  1 (Note 1) 872,406,705 53.70%
Central Core Resources Limited  1 (Note 1) 872,406,705 53.70%
Value Partners “A”  Fund 89,384,025 5.50%

 Value Partners Limited  2 3 (Notes 2 & 3) 89,384,025 5.50%
Pan Asia Special Opportunities Fund 83,464,285 5.14%

All the interests disclosed above represent long positions in the shares
of the Company.

Note:

1. The entire issued share capital of Globalcrest Enterprises Limited is held by
Central Core Resources Limited, the trustee of a discretionary trust under
which certain immediate family members of Mr LAM Shiu Ming Daneil and
Ms CHIU Suet Ying are discretionary objects.

2. The capacity of Value Partners Limited in holding the 89,384,025 shares
was the investment manager of Value Partners “A” Fund.

3. Value Partners Limited was a controlled corporation of Mr Cheah Cheng
Hye. As a result, the interest held by Value Partners Limited was deemed
interest held by Mr Cheah Cheng Hye.

MANAGEMENT CONTRACTS

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. Globalcrest Enterprises Limited 
Central Core Resources Limited

Central Core Resources Limited

2. Value Partners “A” Fund
89,384,025

3.
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PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Company’s
bye-laws and there are no restrictions against such rights under the
laws in Bermuda.

MAJOR SUPPLIERS AND CUSTOMERS

The percentages of purchases and sales for the year attributable to the
Group’s major suppliers and customers are as follows:

Purchases

— the largest supplier 20.12%
— five largest suppliers combined 50.77%

Sales

— the largest customer 13.42%
— five largest customers combined 38.44%

None of the directors, their associates or any shareholder (which to
the knowledge of the directors owns more than 5% of the Company’s
share capital) had an interest in the major suppliers or customers noted
above.

CONNECTED TRANSACTIONS

Certain related party transactions entered into by the Group during the
year ended 30th June 2004, which constituted exempted connected
transactions under the Listing Rules, are disclosed in note 33 to the
accounts.

 20.12%
 50.77%

 13.42%
 38.44%

5%
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AUDIT COMMITTEE

The written terms of reference which describe the authority and duties
of the Audit Committee were prepared and adopted with reference to
“A Guide for the Formation of An Audit Committee” published by the
Hong Kong Institute of Certified Public Accountants.

The Audit Committee provides an important link between the Board
and the Group’s auditors in matters coming within the scope of the
Group’s audit. It also reviews the effectiveness of the external audit,
internal controls and risk evaluation. The Audit Committee comprises
three Independent Non-executive Directors, namely Messrs. Ng Kwok
Tung, Chiu Shin Koi and Ma Ting Hung. Two meetings were held
during the current financial year.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE OF THE LISTING RULES

The Company was in compliance with the Code of Best Practice as
set out in Appendix 14 to the Listing Rules throughout the year.

AUDITORS

The accounts have been audited by PricewaterhouseCoopers who retire
and, being eligible, offer themselves for re-appointment.

On behalf of the Board

Lam Shiu Ming, Daneil
Chairman

Hong Kong, 21st October 2004
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