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Directors’ Report
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The directors present their annual report and the audited financial statements
of the Company and its subsidiaries (hereinafter collectively referred to as the
“Group”) for the period from 1 April 2002 to 31 December 2002.

Change of Financial Year End

The directors resolved to change the financial year end date of the Group
from 31 March to 31 December in order to coincide with the financial year
end of China Strategic Holdings Limited, an indirect substantial shareholder
of the Company. The financial statements for the current period cover the
nine month period ended 31 December 2002.

Adoption of Chinese Name

At the 2002 Annual General Meeting of the Company held on 28 August
2002, a special resolution was passed by the shareholders to approve the
adoption of RIZEKZNREE (FEAR) BRZAF] as the Chinese name of the
Company with effect from 10 September 2002.

Principal Activities
The Company is an investment holding company. Its subsidiaries are principally
engaged in the business of providing package tours, travel, transportation

and other related services.

Results
The results of the Group for the period from 1 April 2002 to 31 December

2002 are set out in the consolidated income statement on pages 32 to 33.

Financial Summary

A financial summary of the Group is set out on page 110.

Convertible Notes
Movements in the convertible notes of the Company during the period are

set out in note 36 to the financial statements.

Share Capital
Movements in the share capital of the Company during the period are set out

in note 37 to the financial statements.

Reserves
Movements in the reserves of the Group and the Company during the period

are set out in note 39 to the financial statements.
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Property, Plant and Equipment
Details of movements in property, plant and equipment of the Group and the

Company during the period are set out in note 14 to the financial statements.

Investment Property
Details of revaluation of the investment property of the Group as at

31 December 2002 are set out in note 15 to the financial statements.

Particulars of Properties of the Group
Particulars of the properties of the Group as at 31 December 2002 are set out

on pages 111 to 112 of the annual report.

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

Executive Directors:
Dr. Chan Kwok Keung, Charles
Dr. Yap, Allan
Mr. Chan Pak Cheung, Natalis
Mr. Lui Siu Tsuen, Richard
Mr. Lee Chun Ting, Alex
Ms. Luk Yee Lin, Ellen
Mr. Chan Yeuk Pun
(Deputy Chairman & Managing Director)

(appointed on 19 April 2002)
(appointed on 19 April 2002)
(appointed on 19 April 2002)
(appointed on 19 April 2002)

(resigned on 19 August 2002)

Non-Executive Directors:
Mr. Chan Yeuk Wai (Chairman) (re-designated as a
non-executive director
on 19 August 2002)
(appointed on 19 April 2002)

(appointed on 7 June 2002)

Mr. Fok Kin-ning, Canning
Ms. Shih, Edith
(alternate to Mr. Fok Kin-ning, Canning)

Independent Non-Executive Directors:
Mr. Lai Hing Chiu, Dominic
Mr. Kwok Ka Lap, Alva

Mr. Lam Kwong Siu

(appointed on 17 December 2002)
(resigned on 3 January 2003)
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In accordance with clause 99 of the Company’s Bye-laws, Dr. Yap, Allan,
Mr. Lui Siu Tsuen, Richard and Mr. Lai Hing Chiu, Dominic will retire by rotation
and, being eligible, offer themselves for re-election at the forthcoming annual

general meeting.

In accordance with clause 102(B) of the Company’s Bye-laws,
Mr. Kwok Ka Lap, Alva who was appointed during the period from the date
of the last annual general meeting to the date of this report, will retire and,
being eligible, offer himself for re-election at the forthcoming annual general

meeting.

Independent non-executive directors have been appointed for a term subject

to retirement by rotation as required by the Company’s Bye-laws.

Directors’ Service Contracts

None of the directors being proposed for re-election at the forthcoming annual
general meeting has service contract with the Company or any of its
subsidiaries which is not determinable by the Group within one year without

payment of compensation other than statutory compensation.

Directors’ Interests in Contracts and Connected
Transactions

During the period, the Group had transactions with certain directors of the
Company and certain companies in which directors of the Company have

interests, details of which are set out in note 50 to the financial statements.

On 24 July 2002, a subsidiary of the Company entered into a share sales
agreement with a minority shareholder holding a 25% interest in another
subsidiary of the Company carrying on the business of transportation services
to purchase the minority’s 25% shareholdings at a consideration of
HK$40,000,000, details of which has been set out in the circular of the
Company dated 15 August 2002.

Save as disclosed above, no contracts 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 period or at any time during the period.
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Directors’ interests in securities

As at 31 December 2002, the beneficial interests of the directors and their
associates in the shares of the Company and its associated corporations as
recorded in the register maintained under Section 29 of the Securities

(Disclosure of Interests) Ordinance (“SDI Ordinance"”) were as follows:

ESZEFED

RoZToFT-A=T— R REES BBES) ER
(MBS D)) 520 e 2 BRAMME 283
RS2 BEARNAAARER S ATRGT HE 2 E5E
T

Nature of interest
ERtE

Name of director

EEng

Number of shares held

PR IDEE

Mr. Chan Yeuk Wai

REEEE AGE

Corporate and other

3,623,644,440 (Note)
3,623,644,440 ()

Note: Mr. Chan Yeuk Wai is deemed to have corporate and other interests in
3,623,644,440 shares by virtue of his interests in Hounslow Limited
("Hounslow"”). These interests are detailed and duplicated with the interests

as shown in the paragraph “Substantial Shareholders” below.

Save as disclosed above, no directors held any interests in the securities of the
Company or any of its associated corporations as defined in the SDI Ordinance
as at 31 December 2002.

Directors’ Rights to Acquire Shares or Debentures

Pursuant to a shareholders’ resolution passed on 3 May 2002, the share option
scheme of the Company (“ 1997 share option scheme”), which was approved
by its shareholders on 19 September 1997 enabling the directors to grant
options to full-time employees, including executive directors, of the Company
and/or its subsidiaries to subscribe for shares in the Company, was terminated.
No options have been granted since the adoption of the 1997 share option

scheme.

A new share option scheme (the “Scheme") has been approved and adopted
on 3 May 2002. The Scheme is valid and effective for a period of 10 years
after the date of adoption.

The purpose of the Scheme is to enable the Company to grant options to
employees, executives or officers of the Company or any of its subsidiaries
(including executive and non-executive directors of the Company or any of its
subsidiaries) and any suppliers, consultants, agents or advisers who will
contribute or have contributed to the Company or any of its subsidiaries as
incentives and rewards for their contribution to the Company or such

subsidiaries.
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Subject to the condition that the total number of shares which may be issued
upon the exercise of all outstanding options granted and to be exercised
under the Scheme and any other schemes of the Company must not exceed
30% of the shares of the Company in issue from time to time, the total
number of shares in respect of which options may be granted under the
Scheme, when aggregated with any shares subject to any other schemes, is
not permitted to exceed 10% of the shares of the Company in issue on the
date of approval and adoption of the Scheme. The number of shares in respect
of which options may be granted under the Scheme and other share option
scheme(s) of the Company to any individual in aggregate in any 12 month
period is not permitted to exceed 1% of the shares of the Company in issue,

without prior approval from the Company’s shareholders.

Where any grant of options to a substantial shareholder or any independent
non-executive director of the Company, or any of their respective associates
(as defined in rule 1.01 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“Listing Rules”), would result in
the number of shares issued and to be issued upon exercise of all options
already granted and to be granted to such person in any 12 month period up

to and including the date of the grant:

(i) representing in aggregate over 0.1% of the shares in issue, and

(i) having an aggregate value, based on the closing price of the shares of the

Company on the date of grant in excess of HK$5 million,

such grant of option shall be subject to prior approval of the shareholders of
the Company who are not connected persons of the Company as defined in

the Listing Rules.

Option granted must be taken up within 30 days of the date of offer. The
consideration payable for the option is HK$1. Options may be exercised at
any time from the date of acceptance of the share option to such date as
determined by the board of directors but in any event not exceeding 10 years.
The exercise price is determined by the directors of the Company and will not
be less than the higher of (i) the average closing price of the shares for the
five business days immediately preceding the date of grant, (ii) the closing
price of the shares on the date of grant or (iii) the nominal value of the shares

of the Company.
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No options have been granted since the adoption of the Scheme.

The total number of securities available for issue under the Scheme is
1,388,131,777 shares representing 7.6% of the issued share capital of the
Company as at the date of this report.

Save as disclosed above, none of the directors or their spouses or children
under the age of 18 had any right to subscribe for securities of the Company,
or had exercised any such right during the period; and at no time during the
period was the Company or any of its subsidiaries a party to any arrangement
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.

Directors’ Interests in Competing Businesses
Interests of directors of the Company in competing businesses during the

period required to be disclosed pursuant to Rule 8.10 of the Listing Rules
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Name of director

ESHE

Name of entity

which businesses

are considered to
compete or likely to
compete with the
businesses of

the Group
HEBWRBEAER 2
EBBERFMER TR
EREHZERERE

Description of
businesses of the entity
which are considered to
compete or likely to
compete with the
businesses of

Nature of interest of the

the Group director in the entity
HEBRRBERER 2

EBEBF MR AR

BREMEREM EENZERERME

Dr. Chan Kwok Keung,

Charles
PREISR1E 1

ITC Corporation
Limited and
its subsidiaries
EECEEEBRARK
HItB AR

Paul Y. = ITC Construction
Holdings Limited
and its subsidiaries

Property business

Chairman and Substantial

In Hong Kong Shareholder of ITC
Corporation Limited
EREBICEHERT EHCEEEBRARZ ZFEFR

Property business
in Hong Kong

EREBNEHEED

IBRR

Chairman and Substantial
Shareholder of
Paul Y. = ITC
Construction Holdings
Limited
REEFREEEFRAR
CERFEERR

RiEAZRIREE (202 BRAF
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Name of director

BEspg

Name of entity

which businesses

are considered to
compete or likely to
compete with the
businesses of

the Group
HEBWRBEAEE 2
EBBRF R TR
EREMHCBEREE

Description of
businesses of the entity
which are considered to
compete or likely to
compete with the
businesses of

the Group
HEBRRBERER 2
¥BERFBMERATEE
BHREM BRI

Nature of interest of the
director in the entity

EERZEREREE

Mr. Fok Kin-ning, Canning

Hutchison Whampoa Limited
("HWL")
M EHERAR ([MF])

Cheung Kong (Holdings)
Limited (“CKH")

RIE% (58) BRARA
(IRE

Associated companies of
CKH and HWL
REMME HE AR

Asian Growth International
Limited

Asian Growth International
Limited

Hutchison Harbour Ring
Limited

M EREAR AR

The Grand Bahama
Development Company
Limited

The Grand Bahama
Development Company
Limited

Marunochi N.V.

Marunochi N.V.

Property development
and investment
WEERIRE

Property development
and investment
MERRENRE

Property development
and investment
WEERIRE

Investment in property
development
MERRZ RE

Sale of properties, property
based investments
and property rental

HEMF UNEREZRER
MEHRE

Development, selling and
leasing of land

THERE HEREE

Holding company for
companies engaged
in property development
and hotel business

Rt B ERR KRB
EBRE 2 ERAE]

Group Managing Director

SEE=EKE

Non-executive Director

FHTES

Director

=

Director

=

Chairman
(from 1.10.2002 to now)
Co-Chairman
(up to 30.9.2002)
B
(H=ZZ
WS
(EZZZZ-FNA=THI)

“FTA-HEES)

Co-Chairman

BEIR

Director

=%
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Name of entity Description of

which businesses businesses of the entity

are considered to which are considered to

compete or likely to compete or likely to

compete with the compete with the

businesses of businesses of Nature of interest of the
Name of director the Group the Group director in the entity

HEBWRBERER 2 HEBRRBEARER 2

EBBHRF MR EBEBRF R AR
EENE EHREHCERERE BHREM ERAT EENZERERME
Ms. Shih, Edith Bayswater Developments Holding company for Director
iBERELZ - Limited companies engaged

in property development

and investment in the

People’s Republic of China
REZRBRAF PR SHESERR E=

REFEBRAIZER AR

Hutchison Harbour Ring Sale of properties, property  Director
Limited based investments and
property rental
M BEERAA] HEME UDEREZRER 5%
WEEE
Hutchison International Holding company for Director
Limited companies engaged

in property development
and investment
MR EEBRAT RUEEHERRIREER AR EEF

BB AT

Substantial Shareholders

As at 31 December 2002, so far as was known to any director or chief executive
of the Company and according to the register of substantial shareholders
maintained by the Company under Section 16(1) of the SDI Ordinance, other
than the interests disclosed above in respect of the directors, the following
shareholders were directly or indirectly interested in 10% or more of the

issued share capital of the Company:

FERR

R-BZ-_F+-A=1+—H BARR 2 EMESHTHE
A D REAARIREEBERESRIIF16()FFEZER
BRAMATE R X REERER 2SN A TRRE
BAMERA A AR S HTRA10%3A £

Name of shareholder Number of shares held Shareholding percentage
IRER BB FiEROEE BREBDLE
Million Good Limited (Note 1) (K 3:1) 5,900,000,000 32.2%
Hounslow (Note 2) (W 3£2) 3,623,644,440 19.8%
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Notes:

Wi

Million Good Limited is a wholly owned subsidiary of China Enterprises Limited,
whose shares being traded on OTC Bulletin Board, which in turn is a company
owned as to approximately 55.2% effective equity interest and approximately

88.8% effective voting interest by China Strategic Holdings Limited.

. Out of the 3,623,644,440 shares, 2,162,660,000 shares are beneficially owned by
Hounslow, a company wholly owned by Mr. Chan Yeuk Wai and his younger
brother Mr. Chan Yeuk Pun (“Messrs. Chan”) in equal shares and 1,460,984,440
shares are held by Hounslow in which 10,207,250 shares are held as trustee for
Messrs. Chan and 1,450,777,190 shares are held as trustee for Ananda China

Hotel (Holdings) Limited, a company beneficially owned by Messrs. Chan.

Out of the 2,162,660,000 shares beneficially owned by Hounslow, 969,710,000
shares are held by Abbotsbury Assets Limited, a wholly owned subsidiary of

1.

Hounslow, as trustee for Hounslow.

Purchase, Sale or Redemption of Listed Securities
During the period, the Company repurchased a total number of

185,690,000 of its own shares on The Stock Exchange of Hong Kong Limited

as follows:

Million Good Limited 344135502 5 & EHR LA FChina
Enterprises Limitedz 2 & {2 7] fiChina Enterprises Limited
IR R EBAR D AR K155.2% ERRAER AR 4188.8%

A
ERKRF gD

\
I

13,623,644, 4408 %1% ¥ + 2,162,660,0000% B 2 TH R FRE & ¢
S RERPRESLAE ([MREE]) FTH2EREZ2ED
AlHounslow Bz % * 11,460,984, 4408% A% 17 Bl A Hounslow#
B HH10,207, 250 RBRODAZTALERBMAURLERE
51,450,777, 190 B AP BIAR FEA BB R MALREEE RS
ZRERBEE (28 AR ARG

FEHounslowE #5752 2,162,660,0008% A% {3 + 969,710,0008%
%17 79 FgHounslow,2 2 &t & A EAbbotsbury Assets LimitedA
A% E R Hounslows$ A

BE - HEIER LLmES
REBR ARAEBABARIMERAAALE
[21185,690,0000% 48 & f% 15 BRAFFIB AT :

Number of shares

Aggregate

Price per share consideration

Month of repurchase repurchased Highest Lowest paid
HK$ HK$ HK$’'000

BRE®K 23X

e A5 BEROEE BeE RIEKE REEZE
BT BT FHET

July 2002 —TRE-F+A 20,080,000 0.038 0.035 728
August 2002 —TT-F)\R 151,170,000 0.038 0.025 4,809
September 2002 —TT-FNA 14,440,000 0.017 0.016 245

The above shares were cancelled upon repurchase and accordingly the issued
share capital of the Company was reduced by the nominal value of these
shares. The premium paid on repurchase was charged against the share

premium account. In general, the directors considered that, as the Company’s

shares were trading at a discount to the net asset value per share, the

repurchase would increase the net assets per share of the Company.
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Save as disclosed above, neither the Company nor any of its subsidiaries have
purchased, sold or redeemed any of the Company’s listed securities during
the nine months ended 31 December 2002.

Pre-emptive Rights
There are no provision for pre-emptive rights under the Company’s Bye-laws
although there are no restrictions against such rights under the laws in

Bermuda.

Major Customers and Suppliers
Both aggregate amount of purchases and turnover attributable to the Group’s
five largest suppliers and customers were less than 30% of the total value of

the Group’s purchases and turnover respectively.

Code of Best Practice

The Company has complied throughout the nine month period ended
31 December 2002 with the Code of Best Practice as set out in Appendix 14
of the Listing Rules except that the non-executive directors are not appointed
for a specific term as they are subject to retirement by rotation at the annual

general meeting in accordance with the Bye-laws of the Company.

Post Balance Sheet Event
Details of the significant post balance sheet event are set out in note 49 to

the financial statements.

Auditors
A resolution will be submitted to the annual general meeting of the Company

to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Dr. Chan Kwok Keung, Charles

Executive Director

Hong Kong, 23 April 2003
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