DIRECTORS’ REPORT

The directors present their annual report and the audited financial
statements for the year ended March 31, 2001.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company and provides
corporate management services to its subsidiaries. Its subsidiaries are
principally engaged in investment holding, property investment and
development, securities investment and credit card business.

The Group’s turnover and contribution to loss before taxation for the
year ended March 31, 2001 and 2000, analysed by principal activity
and geographical market, are set out in note 3 to the financial
statements.

SUBSIDIARIES AND ASSOCIATES

Details of the Company’s principal subsidiaries and associates at March
31, 2001 are set out in notes 15, 16, 44 and 45 to the financial
statements, respectively.

RESULTS

The results of the Group for the year ended March 31, 2001 are set out
in the consolidated income statement on page 21.

RESERVES

Movements in the reserves of the Group and the Company during the
year are set out in note 28 to the financial statements.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the past five financial years is set out on page 74.

INVESTMENT PROPERTIES
The investment properties of the Group were revalued as at March 31,
2001, as set out in note 13 to the financial statements. The resulting

net deficit arising on revaluation which amounted to HK$238,000 has
been charged directly to the consolidated income statement.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group and the
Company during the year are set out in note 14 to the financial
statements.

MAJOR PROPERTIES

Details of the major properties held by the Group at March 31, 2001
are set out on pages 75 and 76 of the annual report.
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DIRECTORS’ REPORT - continued

SHARE CAPITAL, WARRANTS AND SHARE OPTIONS

Movements in the share capital and warrants of the Company are set
out in notes 25 and 26 to the financial statements, respectively.

Details of the Company’s share option scheme are set out in note 27 to
the financial statements.

BORROWINGS

Borrowings which are repayable within one year or on demand, are
classified as current liabilities. A repayment analysis of borrowings is
set out in note 29 to the financial statements.

No interest was capitalised by the Group during the year.
DIRECTORS

The directors of the Company during the year and up to the date of this
report are:

Executive directors:

Chan Heng Fai
Chan Yoke Keow
Chan Sook Jin, Mary-ann

Non-executive directors:

Ha Kee Choy
Fong Kwok Jen
Kam Kwong Chan
Chan Tong Wan

Trapp Robert Herman (resigned on May 4, 2001)

Independent non-executive directors:

Lee Ka Leung, Daniel
Wong Dor Luk, Peter

Alternate directors:
Lau Kwok Fai

Wooldridge Mark Dean
Lau Man Tak

alternate to Chan Heng Fai)
alternate to Fong Kwok Jen)
alternate to Trapp Robert Herman)
resigned on May 4, 2001)

In accordance with Articles 78 and 79 of the Company’s Articles of
Association, Messrs. Chan Yoke Keow and Ha Kee Choy retire by rotation
and, being eligible, offer themselves for re-election. The term of office
of each non-executive director and independent non-executive director
is the period up to his retirement by rotation and each one of them can
be re-appointed in accordance with the above articles.
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DIRECTORS’ REPORT - continued

DIRECTORS’ INTERESTS IN SHARES

At March 31, 2001, the interests of the directors, chief executives and
their associates in the shares of the Company as recorded in the register
maintained by the Company pursuant to Section 29 of the Securities
(Disclosure of Interests) Ordinance of Hong Kong (the “SDI Ordinance”)

were as follows:
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Personal Corporate Family Other
Name of directors interests interests interests interests
Chan Heng Fai it i 60,486,233 62,853,876 (note 1) 165,514,734 (note 2) -
(B & 1) (Fff 3%2)
Chan Yoke Keow b £ 5 24,857,294 80,923,840 (note 3) 123,340,109 (note 4) 59,733, 600 (note 5)
(Fft 33) (Fif 3E4) (Fff 3E5)
Chan Sook Jin, Mary-ann BB 25,680 - 3,416,000 (note 6) -
(Fif 3%6)
Fong Kwok Jen il 0 48 3,828,000 - - -
Chan Tong Wan B 1 17,612,480 - - -
Trapp Robert Herman - 6,750,000 (note 7) - -
(P &%7)
Wong Dor Luk, Peter T L% 280,000 - - -
Notes: B 5

1.

These shares are owned by First Pacific International Limited and Heng
Fai China & Asia Industries Limited, in which Mr. Chan Heng Fai (“Mr.
Chan”) has beneficial interests.

These shares are owned by Mrs. Chan Yoke Keow (“Mrs. Chan”), the

These shares are owned by BPR Holdings (BC) Inc., BPR Holdings (Far
East) Limited and Prime Star Group Co. Ltd., in which Mrs. Chan has

These shares are owned by Mr. Chan, the spouse of Mrs. Chan.

These shares are owned by a discretionary trust, Bermuda Trust (South
Pacific) Limited. Mrs. Chan is one of the discretionary objects.

These shares are owned by Mr. Wooldridge Mark Dean, the spouse of

2.
spouse of Mr. Chan.
3.
beneficial interests.
4.
5.
6.
Ms. Chan Sook Jin, Mary-ann.
7.

These shares are owned by Spurwood Corporation, a company which is
controlled by Mr. Trapp Robert Herman.
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DIRECTORS’ REPORT - continued

DIRECTORS’ INTERESTS IN SHARES - continued

Other than as disclosed above and the nominee shares in certain
subsidiaries held by directors in trust for the Group, at March 31,
2001, none of the directors, chief executives or their associates had
any interests in any securities of the Company or any of its associated
corporations as defined in the SDI Ordinance.

DIRECTORS’ SERVICE CONTRACTS

On November 9, 1998, a service contract (“Service Contract”) was
entered into between the Company and Mr. Chan, for a term of five
years expiring on January 31, 2002, terminable by Mr. Chan on 180
days’ notice. The terms of this Service Contract are deemed to have
taken effect on February 1, 1997. On November 25, 2000, a
supplementary agreement was entered into between the Company and
Mr. Chan for the extension of the Service Contract for a period of three
years expiring on January 31, 2005.

Commencing from February 1, 1998 and up to January 31, 2005, the
Service Contract provides for the payment of a salary of the greater of
(i) an annual salary equal to 5.9% of the net assets value of the Company
shown in its consolidated audited accounts at each financial year end
of the Company, and (ii) 101% of the basic salary for the period from
February 1, 1997 to January 31, 1998. In addition, Mr. Chan is also
entitled to receive an accommodation allowance of HK$30,000 per
month.

In the event that the Company should terminate Mr. Chan’s employment
following the change of control of the Company, as defined in the
Service Contract, or for any reasons not specifically excluded in the
Service Contract, Mr. Chan shall be entitled to receive as liquidated
damages a lump sum equal to the sum which would have been payable
by the Company as gross salary in respect of the unexpired term of the
Service Contract on the date notice of termination is given.
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DIRECTORS’ REPORT - continued

DIRECTORS’ SERVICE CONTRACTS - continued

On February 1, 1997, a service contract was entered between the
Company and Mrs. Chan, for a term of five years expiring on February
1, 2002, terminable by Mrs. Chan on 180 days’ notice. The contract
provides for the payment of a basic salary of HK$88,000 per month,
together with an additional amount equal to one month’s salary payable
in February of each year. The basic salary is to be revised on an annual
basis by not less than 10% per year. In addition to the basic salary,
Mrs. Chan shall be entitled to receive an accommodation allowance of
HK$30,000 per month. In the event that the Company should terminate
Mrs. Chan’s employment following a change of control of the Company
as defined in the contract, or for any reasons not specifically excluded
in the contract, Mrs. Chan shall be entitled to receive as liquidated
damages a lump sum equal to the sum which would have been payable
by the Company as gross salary in respect of the unexpired term of the
service contract on the date notice of termination is given.

On February 1, 1998, a supplementary agreement to the service contract
was entered into between the Company and Mrs. Chan in substitution
for various terms of the service contract referred to above. The
supplementary agreement provides for the payment of a salary of the
greater of (i) an annual salary equal to 1% of the net assets value of the
Company shown in its consolidated audited accounts at each financial
year end of the Company, and (ii) 110% of the basic salary as mentioned
in the service contract entered on February 1, 1997.

Other than as disclosed above, none of the directors has a service
contract with the Company which is not determinable by the Company
within one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ INTERESTS
TRANSACTIONS

IN CONTRACTS AND CONNECTED

Other than certain transactions as disclosed in note 42 to the financial
statements, no other contract of significance to which the Company or
any of its 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.
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DIRECTORS’ REPORT - continued AW - s

ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES Jii A JBE 0y SR A 2 2 & BE

During the year, the outstanding options to subscribe for shares in the — J& 74 B A » 7 2 ] AR 95 H % 4 51 30>
capital of the Company granted to certain directors of the Company &5 A 2 ") # T 3E 5 7] LA 32 A< 0 7] ik
under the share option scheme of the Company are as follows: A TR Ay 2 o AR AT A0 R R
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Number of

option shares

outstanding at

Exercisable Exercise 4.1.2000

Name of director Date granted period price and 3.31.2001
HK$

Chan Heng Fai (SRR 4.22.1996 4.22.1996 0.4025 1,000,000
to &
4.21.2006

5.15.1997 5.15.1997 0.4512 6,660,000
to &
5.14.2007

10.26.1997 10.26.1997 0.3064 14,400,000
to =
10.25.2007

Chan Yoke Keow B % i5 4.22.1996 4.22.1996 0.4025 2,071,739
to #
4.21.2006

5.15.1997 5.15.1997 0.4512 6,660,000
to =
5.14.2007

10.26.1997 10.26.1997 0.3064 14,400,000
to &
10.25.2007

Chan Sook Jin, Mary-ann [ g =] 10.26.1997 10.26.1997 0.3064 25,000,000
to &
10.25.2007

Trapp Robert Herman 5.15.1997 5.15.1997 0.4512 980,000
to =
5.14.2007

10.26.1997 10.26.1997 0.3064 7,000,000
to &
10.25.2007

Lau Man Tak 2 3 s 5.15.1997 5.15.1997 0.4512 2,000,000
to #
5.14.2007

10.26.1997 10.26.1997 0.3064 1,500,000

to =
10.25.2007



DIRECTORS’ REPORT - continued

ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES - continued

No share option was granted or exercised during the year.

Details of the share option scheme are set out in note 27 to the financial
statements.

Consideration of HK$1 was received from each of the option holders,
at the time that the options were accepted.

In addition, the following outstanding options to subscribe for shares
in the capital of eBiz.hk.com Limited (“eBiz”), a subsidiary of the
Company, granted to certain directors of the Company under the share
option scheme of eBiz are as follows:
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outstanding at
Name of Date of Exercisable Exercise 4.1.2000 and
director grant period price 3.31.2001
HK$
Chan Heng Fai ok 5 2.10.1998 2.10.1998 0.11 3,136,000
to &
2.9.2008
Chan Yoke Keow [y 2.10.1998 2.10.1998 0.11 3,136,000
to &
2.9.2008
Chan Sook Jin, BRI 2.10.1998 2.10.1998 0.11 1,500,000
Mary-ann to %
2.9.2008
Lau Man Tak B3 s 2.10.1998 2.10.1998 0.11 1,500,000
to &

2.9.2008



DIRECTORS’ REPORT - continued

ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES - continued

No share option was exercised during the year.

Other than as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangements to
enable the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any
other body corporate and neither the directors nor the chief executives,
nor any of their spouses or children under the age of 18, had any right
to subscribe for the securities of the Company, or had exercised any
such rights during the year.

SUBSTANTIAL SHAREHOLDERS

Other than the interests disclosed above in respect of certain directors
and chief executives of the Company, the register of substantial
shareholders maintained by the Company pursuant to Section 16(1) of
the SDI Ordinance disclosed no other person as having an interest of
10% or more in the issued share capital of the Company as at March
31, 2001.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended March 31, 2001, the aggregate amount of turnover
and purchases attributable to the Group’s five largest customers and
suppliers respectively accounted for less than 30% of the Group’s total
turnover and purchases.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events are set out in note
43 to the financial statements.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended March 31, 2001
with the Code of Best Practice as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited except that the non-executive directors are not appointed
for specific terms and are subject to retirement by rotation in accordance
with the articles of association of the Company

AUDITORS

A resolution will be submitted to the annual general meeting to re-
appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

CHAN HENG FAI
CHAIRMAN AND MANAGING DIRECTOR

July 26, 2001
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