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Directors’ Report

The directors submit to shareholders their annual report and the

audited financial statements of the Company and its subsidiaries

(hereinafter collectively referred to as the “Group”) for the year

ended 31 March 2003.

Principal Activities
The principal activity of the Company is investment holding and

the activities of its principal subsidiaries, associates and jointly

controlled entities are set out in note 42 to financial statements.

Segment Information
Details of segment information are set out in note 4 to the financial

statements.

Results
Details of the results of the Group for the year ended 31 March

2003 are set out in the consolidated income statement on page

55 and the accompanying notes to the financial statements.

The Directors of the Company have resolved not to recommend

the payment of a final dividend for the year ended 31 March 2003.

Five-year Financial Summary
A summary of the results and assets and liabilities of the Group

for the past five financial years is set out on page 145.

Investment Properties and Property, Plant and Equipment
Details of changes during the year in the investment properties

and property, plant and equipment of the Group and of the

Company are set out in notes 15 and 16 to the financial

statements respectively.

Properties Held for/under Development, Sale and
Investment Purposes
Details of changes during the year in properties held for/under

development of the Group are set out in note 17 to the financial

statements.
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Properties Held for/under Development, Sale and
Investment Purposes – continued
A summary of major properties held for/under development, sale

and investment purposes is set out on pages 146 to 156.

Share Capital
There was no change in the share capital of the Company during

the year.

Reserves
Details of movements during the year in the reserves of the Group

and of the Company are set out in Consolidated Statement of

Changes in Equity in Page 59 and note 30 to the financial

statements respectively.

Directors
The directors of the Company during the year and up to the date

of this report were:

CHA Chi Ming (Chairman)

CHA Mou Sing Payson (Deputy Chairman)

CHA Mou Zing Victor (Managing Director)

Ronald Joseph ARCULLI

(Independent Non-executive Director)

CHENG Kar Shun Henry

(Independent Non-executive Director)

CHA Mou Daid Johnson

CHEUNG Tseung Ming

CHUNG Sam Tin Abraham

(Also alternate to CHA Mou Sing Payson)

HO Pak Ching Loretta

WONG CHA May Lung Madeline

In accordance with Article 116 of the Company’s Articles of

Association, Mr CHA Mou Zing Victor, Mr CHENG Kar Shun Henry

and Ms WONG CHA May Lung Madeline shall retire from office by

rotation and, being eligible, offer themselves for re-election. All

other directors continue in office.
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Directors – continued
None of the directors offering themselves for re-election at the

forthcoming annual general meeting to be held on 31 July 2003

has a 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).

The term of office of each independent non-executive director is

the period up to his retirement by rotation in accordance with the

Company’s Articles of Association.

Management Contract
No contract for the management and administration of the whole

or any substantial part of any business of the Company was

entered into or existed during the year.

Biographical Details of Directors and Senior Management
I Director

CHA Chi Ming, Chairman (Age 89)

Founder and chairman of the Company since 1989, Mr CHA

has over 25 years’ experience in property development and

more than 65 years’ experience in the textile industry. He is

an Honorary Doctor of Business Administration and an

Honorary Doctor of Social Science.

CHA Mou Sing Payson, JP, Deputy Chairman (Age 60)

Appointed as deputy chairman of the Company in September

2001, Mr CHA has over 30 years’ experience in property

development. He is a member of The National Committee of

the Chinese People’s Political Consultative Conference. He

is a son of Mr CHA Chi Ming.

CHA Mou Zing Victor, Managing Director (Age 53)

Director since 1989 and appointed as managing director of

HKR Asia-Pacific Pte Ltd since 1996 and managing director

of the Company in September 2001. Mr CHA is responsible

for the overall and day to day management of the Group. He

has been involved in the textile manufacturing and real estate

businesses for over 15 years. He is a son of Mr CHA Chi

Ming.
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Biographical Details of Directors and Senior Management
– continued
I Director – continued

CHA Mou Daid Johnson (Age 51)

Director since 1989, Mr CHA has over 25 years’ of

investment management experience in Silicon Valley and

Asia. He is the managing director of  The Mingly Corporation

Limited and is also a director of a number of public and

private companies in Hong Kong and China. He is a member

of the Council of Advisors on Innovation and Technology to

the Government of Hong Kong SAR and is actively

participating in many non-profit organisations. He is a son

of Mr CHA Chi Ming.

CHEUNG Tseung Ming (Age 61)

Appointed as director in September 2001, Mr CHEUNG is

the resident director of HKR Asia-Pacific Pte Ltd and is

responsible for the management of the Company’s

subsidiaries and investments in Asia-Pacific region. He is a

member of the Institute of Structural and Civil Engineers in

the United Kingdom and a certified practising accountant of

the CPA Australia.

CHUNG Sam Tin Abraham, Company Secretary (Age 57)

Director since 1994 and appointed as company secretary in

2001, Mr CHUNG is responsible for the Group’s financial

and corporate affairs. Mr CHUNG is a certified public

accountant and a member of the Hong Kong Society of

Accountants. He has over 25 years’ experience in financial

management and property development in Hong Kong.

HO Pak Ching Loretta (Age 56)

Director since 1994, Ms HO is responsible for the Group’s

real estate business. She is a fellow of the Chartered

Institute of Housing, Hong Kong Branch. She has over 30

years’ experience in property development.

I
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Biographical Details of Directors and Senior Management
– continued
I Director – continued

WONG CHA May Lung Madeline (Age 63)

Director since 1989, Ms WONG is also a director in a number

of public and private companies in Hong Kong and overseas,

including Hon Kwok Land Investment Company, Limited and

Chinney Investments, Limited which are listed on The Stock

Exchange of Hong Kong Limited. She is a daughter of Mr

CHA Chi Ming.

II Independent non-executive director

Ronald Joseph ARCULLI, JP (Age 64)

Director since 1989 and appointed as an independent non-

executive director in 1994, Mr ARCULLI is the managing

partner of Arculli and Associates, a firm of solicitors in Hong

Kong, and a director of several public listed and private

companies in Hong Kong and worldwide.

CHENG Kar Shun Henry (Age 56)

Director since 1989 and appointed as an independent non-

executive director in 1994, Mr CHENG is the managing

director of New World Development Company Limited and a

director of a number of public and private companies in Hong

Kong.

III Senior Management

Gary Michael BROWN (Age 49)

Joined in 1995, Mr BROWN is the general manager of the

Group’s recreation division. He has over 20 years’ experience

in golf, clubs and hospitality businesses.

CHAN Chi Ming (Age 46)

Joined in 1980, Mr CHAN is the general manager of

development and marketing division. He has over 20 years’

experience in property development, sales and marketing of

real estate.

I
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Biographical Details of Directors and Senior Management
– continued
III Senior Management – continued

CHAN Ka Leung (Age 46)

Joined in 1988, Mr CHAN is the general manager of the

Group’s projects division. He holds a degree in Civil

Engineering and a Master degree in Business Administration.

CHAN Yui Loon Edward (Age 65)

Joined in 1999, Mr CHAN is a director and general manager

of Discovery Bay Services Management Limited, the estate

manager of Discovery Bay. He is a Registered Professional

Housing Manager of the Government of Hong Kong SAR, with

45 years’ experience in property management.

CHU Ka Lok (Age 51)

Joined in 1988, Mr CHU is the general manager of the Group’s

transportation division and responsible for the operation of

transport and tunnel in Discovery Bay. He is a member of

The Hong Kong Institution of Engineers.

Rolando P GOSIENGFIAO (Age 53)

Joined in 2000, Mr GOSIENGFIAO is the senior general

manager of the strategic investments unit and is responsible

for overseeing the GenRx Healthcare Group and the Imperial

Bathroom Products Group. He has over 20 years’ experience

in investment banking, hotels and entrepreneurial

businesses.

Michael Gerald KEEGAN (Age 55)

Joined in 1994, Mr KEEGAN is the managing director and

legal representative of Imperial Bathroom Products Ltd in

Zhongshan. He is a fellow of the Institute of Materials (UK)

and holds a Diploma in Management Studies (UK). He has

over 30 years’ experience in the international bathroom

products industry.

III
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Biographical Details of Directors and Senior Management
– continued
III Senior Management – continued

Alex Duane SANFORD (Age 44)

Joined in 2002, Mr SANFORD is the general counsel and the

function head of the Group’s company secretarial & legal

services and information technology departments. He is the

graduate of Princeton University, Bachelor of Philosophy and

New York University School of Law, Juris Doctor degree in

Law. He has over 17 years’ experience in law practice in

various regions including USA, Hong Kong and China.

SHIU Jee Michael (Age 51)

Joined in 2002, Mr SHIU is the senior general manager of

the Shanghai office. He is a graduate of the University of

Hawaii, Bachelor of Science in Civil Engineering and Stanford

University, Master of Business Administration (Finance &

Accounting). He is an associate and a CPA in State of

California and New York and an associate of American

Institute of Certified Public Accountants. He has over 25

years’ professional experience in the States, Nigeria and

China.

TANG Moon Wah (Age 49)

Joined in 1985, Mr TANG is the senior general manager of

the Group’s projects division and is responsible for property

development in Hong Kong and the People’s Republic of

China. He is a member of the Hong Kong Institute of

Architects, an Authorised Person and a Registered Architect.

WONG Mo Shu Shirley (Age 57)

Joined in 2002, Ms WONG is the general manager of human

resources & office administration. She is a fellow member

of Hong Kong Institute of Human Resources Management

and Certified Trainer for various professional management

programmes. She has over 30 years’ experience in the

service industry.

Note: some of the above members of directors and senior

management hold various directorships in the Company’s

subsidiaries, associates and/or jointly controlled entities.
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Convertible Securities, Options, Warrants or Similar Rights

Other than the executive share option schemes and the share

option scheme described below, the Company had no outstanding

convertible securities, options, warrants or similar rights as at

31 March 2003. There has been no issue or exercise of any

convertible securities, options, warrants or similar rights during

the year except those movements during the year on the

outstanding share options of the Company as described in the

section headed “Share Option Schemes”.

Directors’ Interests in Securities
As at 31 March 2003, the interests of the directors, if any, in the

equity or debt securities of the Company and its associated

corporation (within the meaning of the Securities (Disclosure of

Interests) Ordinance (the “SDI Ordinance”)) as recorded in the

register required to be kept under Section 29 of the SDI Ordinance

or as otherwise notified to the Company and The Stock Exchange

of Hong Kong Limited (the “Stock Exchange”) pursuant to the

Model Code for Securities Transactions by Directors of Listed

Companies (the “Model Code”) were as follows:

(1) Interests in the Company

29

(1)

Number of ordinary shares

Personal Family Corporate Other
interests interests interests interests

Director

CHA Chi Ming — 130,000 (a) 72,405,057 (b) 508,965,143 (c)
CHA Mou Sing Payson 2,352,860 — 2,624,600 (b) —
CHUNG Sam Tin Abraham 270,072 — — —
HO Pak Ching Loretta 54,424 — — —

Independent non-executive
director

Ronald Joseph ARCULLI 241,472 — — —
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Directors’ Interests in Securities – continued
(2) Interests in associated corporation

Hanison Construction Holdings Limited

(2)

Number of ordinary shares

Personal Family Corporate Other
interests interests interests interests

Director
CHA Chi Ming — 16,250 (a) 9,050,632 (b) 63,620,641 (c)
CHA Mou Sing Payson 294,107 — 328,075 (b) —
CHUNG Sam Tin Abraham 33,758 — — —
HO Pak Ching Loretta 6,803 — — —

Independent non-executive
director

Ronald Joseph ARCULLI 30,184 — — —

(a) The shares are beneficially held by Ms LIU Bie Ju, the wife of

Mr CHA Chi Ming.

(b) The shares are held by a corporation in which the relevant

director is deemed to be interested under the SDI Ordinance.

(c) The shares are held by irrevocable discretionary trusts of

which Mr CHA Chi Ming or his associates are among the

beneficiaries.

In addition to the above, certain directors hold non-beneficial

interests in the share capital of some of the subsidiaries of

the Company as nominee shareholders, mainly for the

purpose of complying with the statutory requirement for a

minimum number of shareholders for those subsidiaries.

Save as disclosed above, as at 31 March 2003, none of the

directors of the Company or their associates had any interest

in the equity or debt securities of the Company or of any of

its associated corporations which had to be notified to the

Company and the Stock Exchange pursuant to Section 28 of

the SDI Ordinance or to the Model Code or which were

required pursuant to Section 29 of the SDI Ordinance to be

entered in the register referred therein.

(a)

(b)

(c)

28

29
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Directors’ Interests in Securities – continued
(2) Interests in associated corporation – continued

Following the commencement of the Securities and Futures

Ordinance (Chapter 571 of the laws of Hong Kong) (the

“SFO”) on 1 April 2003, the Company has received

notifications from Messrs CHA Mou Sing Payson, CHA Mou

Zing Victor, CHA Mou Daid Johnson and Ms WONG CHA May

Lung Madeline who reported themselves as members of the

class of discretionary beneficiaries comprising Mr CHA Chi

Ming and his issue under certain discretionary trusts with

interests in the Company and the associated corporation.

Mr CHA Chi Ming also notified to the Company on the

reclassification of interests under controlled corporation in

relation to the interest in the Company and the associated

corporation to interest under discretionary trusts.

Directors’ Interests in Competing Business
During the year, the interests of directors of the Company in the

businesses which compete or are likely to compete, either directly

or indirectly, with the businesses of the Group as required to be

disclosed pursuant to the Rules Governing the Listing of Securities

on the Stock Exchange (the “Listing Rules”) were set out as

follows:

Ms WONG CHA May Lung Madeline is a director of each of Chinney

Investments, Limited (“Chinney”) and Hon Kwok Land Investment

Company, Limited (“Hon Kwok”) whose groups’ businesses consist

of property development, property investment and construction.

In this respect, Ms WONG is regarded to be interested in such

competing businesses of the Group. Chinney and Hon Kwok are

listed on the Stock Exchange.

Save as disclosed above, none of the directors of the Company is

interested in any business apart from the Group’s businesses,

which competes or is likely to compete, either directly or indirectly,

with businesses of the Group.

(2)

571
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Share Option Schemes
The Company’s existing share option scheme (the “2002 Scheme”)

was adopted on 3 January 2002 and became effective on 18

January 2002. Particulars of the 2002 Scheme as required under

the Listing Rules are set out below:

I Summary of the 2002 Scheme

(a) Purpose

To provide the participants who have been granted

options under the 2002 Scheme to subscribe for

ordinary shares in the Company (“Shares”) with the

opportunity to acquire proprietary interests in the

Company and to encourage them to work towards

enhancing the value of the Company and its Shares for

the benefit of the Company and its shareholders as a

whole.

(b) Participants

All directors (including independent non-executive

directors), full-time employees and consultants of the

Company, its subsidiaries and/or its associates are

eligible to participate in the 2002 Scheme.

(c) Maximum number of Shares available for issuance

A total of 115,737,802 Shares is available for issue

under the 2002 Scheme which represents 10% of the

issued share capital of the Company as at the date of

Annual Report (i.e. 27 June 2003).

(d) Maximum entitlement of each participant

The total number of Shares issued and to be issued

upon exercise of the option granted to each participant

(including both exercised and unexercised options)

under the 2002 Scheme or any other share option

scheme adopted by the Company in any 12-month

period must not exceed 1% of the Shares in issue

unless otherwise approved by shareholders of the

Company.

I

(a)

(b)

(c)

115,737,802

10%

(d)

1%
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Share Option Schemes – continued
I Summary of the 2002 Scheme – continued

(e) Period within which the Shares must be taken up under an

option

Within ten years from the date on which option is

granted or such shorter period as the Board of Directors

or the relevant committee thereof may specify at the

time of grant.

(f) Minimum period, if any, for which an option must be

held before it can be exercised

At the time of granting an option, the Board of Directors

or the relevant committee thereof must specify the

minimum period(s), if any, for which an option must be

held before it can be exercised.

(g) Amount payable upon acceptance of the option and

the period within which the payment must be made

HK$1.00 shall be paid within 14 days from the offer

date of the option.

(h) Basis of determining the exercise price of the option

The exercise price of the option shall be no less than

the higher of:

(i) the closing price of the Shares as stated in the

daily quotations sheets issued by the Stock

Exchange on the date of grant, which must be a

business day;

(ii) the average closing price of the Shares as stated

in the daily quotations sheets issued by the Stock

Exchange for the five Stock Exchange business

days immediately preceding the date of grant; and

(iii) the nominal value of a Share on the date of grant.

(i) Remaining life

The 2002 Scheme has a life of 10 years and will expire

on 3 January 2012 unless otherwise terminated in

accordance with the terms of the 2002 Scheme.

I

(e)

(f)

(g)

1

(h)

(i)

(ii)

(iii)

(i)
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Share Option Schemes – continued
II Details of options granted

Details of options granted to directors of the Company under

the Company’s share option scheme adopted in 1989 (“1989

Scheme”) (which scheme ceased to have effect on 29

November 1997 but the outstanding options thereunder

remained valid until their expiries in May 2002) are set out

in the section headed “Directors’ Right to Acquire Shares or

Debentures”.

No option was granted under the Company’s executive share

option scheme adopted in 1997 in which the said scheme

was terminated and replaced by the 2002 Scheme. No option

has been granted under the 2002 Scheme since its inception

in early 2002.

Particulars and movements during the year ended 31 March

2003 of the outstanding options which were granted under

the 1989 Scheme to the employees (including all those

directors of the Company in which options were granted)

working under employment contracts that are regarded as

“continuous contracts” for the purpose of the Employment

Ordinance at the time of grant were as follows:

II

Number of option shares in the Company

Lapsed *

As at during the As at Exercise Exercise

Date of grant 1/4/2002 financial year 31/3/2003 period* price per share

HK$

19/5/1997 5,500,000 (5,500,000) — 19/5/1998 to 7.38

18/5/2002

21/5/1997 3,300,000 (3,300,000) — 21/5/1998 to 7.59

20/5/2002

8,800,000 (8,800,000) —

* exercisable either on a linear scale of 25% per year or on an

ascending scale of 10 - 40% per year over the four years’

period.

*

25% 10 -

40%
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Share Option Schemes – continued
II Details of options granted – continued

The vesting period for the options granted under the 1989

Scheme is one year from the relevant date of grant. Save as

disclosed above, no option was cancelled during the year

ended 31 March 2003 and no option was granted to any

other categories of participants as stated in rule 17.07 of

the Listing Rules at the time of granting such option.

Directors’ Right to Acquire Shares or Debentures
As at 31 March 2003, details of the outstanding options granted

by the Company under the 1989 Scheme at nil consideration to

the directors of the Company to subscribe for shares in the

Company, as recorded in the register required to be kept under

Section 29 of the SDI Ordinance were as follows:

II

17.07

29

Number of option shares in the Company

* Exercise Lapsed
Exercise price As at during the As at

Name of  director Date of grant period* per share 1/4/2002 financial year 31/3/2003

HK$

CHA Mou Sing Payson 19/5/1997 19/5/1998 to 7.38 5,500,000 (5,500,000) —
18/5/2002

CHA Mou Zing Victor 21/5/1997 21/5/1998 to 7.59 550,000 (550,000) —
20/5/2002

HO Pak Ching Loretta 21/5/1997 21/5/1998 to 7.59 550,000 (550,000) —
20/5/2002

* exercisable either on a linear scale of 25% per year or on an

ascending scale of 10-40% per year over the four years’ period.

There has been no issue to, or exercise by, the directors of the

Company of share options under the Company’s share option

schemes during the year.

Save 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.

* 25%

10 40%
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Directors’ Interests in Contracts and Connected
Transactions
Significant transactions with related parties entered into by the

Group during the year ended 31 March 2003 are disclosed in

note 45 to the financial statements.

During the year ended 31 March 2003 the following constitiuted

connected transactions under the Listing Rules and are required

to be disclosed in accordance with Chapter 14 of the Listing Rules:

(I) Revised Participation Agreement

Pursuant to the Revised Participation Agreement dated 9

November 2000 entered into between Broad Base

International Limited (“Broad Base”), a wholly-owned

subsidiary of the Company, Cagen Holdings Limited (“Cagen”)

and Mingly Global Holdings Limited (“Mingly Global”), both

of Cagen and Mingly Global are associates of Mr CHA Chi

Ming, whereby Cagen was appointed as the manager for a

fixed period expiring on 31 December 2006, inter alia, of

the retained portfolio of a fund in the original amount of

US$100 million placed by Broad Base with Cagen in 1994

(the “Retained Fund”), Cagen is entitled to participation

interest under the Revised Participation Agreement as

follows:

(a) a manager’s carried interest equal to 1% of the value

of the Retained Fund (note).

(b) an incentive carried interest equals to 10% of the gain

generated by the Retained Fund for each year provided

that such gain exceeds an amount which the Retained

Fund would have gained at the rate of the last quoted

180 days US Treasury Bill rate plus 1% (note).

Note: The aggregate manager’s carried interest and incentive

carried interest payable to Cagen under the Revised

Participation Agreement for any one year shall not exceed

an amount calculated by reference to 3% of the book value

of the net tangible assets of the Group as disclosed in

the immediate preceding year’s annual report.

45

(I)

Broad Base

International Limited Broad Base

Cagen Holdings Limited Cagen

Mingly Global Holdings Limited Mingly

Global Cagen Mingly Global

Cagen Broad

Base Cagen

1

Cagen

(a) 1%

(b) 10%

180

1

Cagen

3%
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Directors’ Interests in Contracts and Connected
Transactions – continued
(I) Revised Participation Agreement – continued

The participation interest payable to Cagen for the year ended

31 March 2003 amounted to HK$9.6 million. No incentive

interest was payable to Cagen for the year.

(II) Construction Transactions and Renovation Transactions

Upon the spin-off of Hanison Construction Holdings Limited

(“HCHL”), HCHL and/or its associates became associates

of Mr CHA Chi Ming and any contracts entered or to be made

between the Company and HCHL and/or their respective

associates (as the case may be) in relation to (a) various

construction projects (“Construction Transactions”); and (b)

various interior and renovation projects (“Renovation

Transactions”) for services rendered by HCHL and/or its

associates are treated as connected transactions as

provided under the Listing Rules.

The aggregate transaction value in respect of each of the

Construction Transactions and Renovation Transactions for

the year ended 31 March 2003 amounted to HK$516.5

million and HK$2.6 million respectively.

As the above transactions (I) and (II) have been and will be

conducted on an ongoing basis, it is considered that strict

compliance with the relevant requirements relating to such

connected transactions under Chapter 14 of the Listing Rules

(“Requirements”) would be impractical. On applications by the

Company, it was granted conditional waivers from strict compliance

with the Requirements in respect of the aforesaid transactions

(“Connected Transactions”).

The directors, including the independent non-executive directors

of the Company, have reviewed the ongoing Connected

Transactions described above including obtaining a letter from

the Company’s auditors in respect of the factual findings on the

Connected Transactions and confirm that:

(I)

Cagen 9.6

Cagen

(II)

(a)

(b)

516.5 2.6

(I) (II)

14
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Directors’ Interests in Contracts and Connected
Transactions – continued
(II) Construction Transactions and Renovation Transactions –

continued

(A) The ongoing Connected Transactions were:

(i) carried out in the ordinary and usual course of business

of the Group;

(ii) conducted on normal commercial terms or terms no

less favourable than terms available to (or from)

independent third parties;

(iii) entered into in accordance with the terms of the

relevant agreement governing the Connected

Transactions; and

(iv) on a fair and reasonable basis so far as the

shareholders of the Company are concerned.

(B) In respect of each of the ongoing Connected Transactions,

the aggregate amount of ongoing Connected Transactions

within each such category for the year ended 31 March 2003

of the Company did not exceed the relevant cap amounts

stated below:

(I) Revised Participation Agreement

3% of the latest audited consolidated net tangible

assets (or adjusted in accordance with the Listing

Rules) of the Company from time to time

(II) Construction Transactions and Renovation Transactions

Construction Transactions

The higher of:

(i) 50% of the audited consolidated turnover of HCHL

group for the previous financial year; and

(ii) HK$600 million

Renovation Transactions

HK$7 million

(II)

(A)

(i)

(ii)

(iii)

(iv)

(B)

(I)

3%

(II)

(i)

50%

(ii) 600

7
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(II)

(III)

 

D.B.Properties Inc. DBPI

Castro Valley Properties, Inc. CVPI

The

Castro Valley Ranch

CVPI

DBPI

23(c) CVPI

20

110%

Directors’ Interests in Contracts and Connected
Transactions – continued

The waiver for the above ongoing Connected Transactions

(II) will expire on 31 March 2004. The Company may consider

to make an application for a waiver relating to such possible

ongoing connected transactions to the Stock Exchange at a

later time.

(III) Others

As reported last year, D.B. Properties Inc. (“DBPI”), a wholly-

owned subsidiary of the Company, and Castro Valley

Properties, Inc. (“CVPI”) have agreed to terminate an option

agreement in a joint development project known as The

Castro Valley Ranch in Santa Clara County, California, United

States of America. CVPI has agreed to repay to DBPI the

initial fee previously paid, details of which are set out in

note 23(c) to the financial statements. CVPI is an associate

of a trust, the discretionary objects of which include Mr CHA

Chi Ming, the Chairman of the Company.

On 27 November 2002, HKR Properties Limited, a wholly-

owned subsidiary of the Company entered into a charge over

deposits on all monies in a specific account held with

Standard Chartered Bank (“SCB”), Hong Kong branch in an

amount covering 110% of the outstandings of the

uncommitted revolving construction loan facility of S$20

million granted by SCB, Singapore branch to a non-wholly

owned subsidiary of the Group.
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1.8

2,500

2,400

Directors’ Interests in Contracts and Connected
Transactions – continued

Pursuant to rule 14.25(2) of the Listing Rules, such

transaction constitutes a granting of financial assistance to

a non-wholly owned subsidiary (of which the Company has a

93.64% indirect interest) in which no connected person is a

shareholder and disclosure requirements hereof are in full

compliance.

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 had a material interest, whether directly or indirectly,

subsisted at the end of the year or at any time during the year.

Substantial Shareholders
As at 31 March 2003, the register maintained under section 16(1)

of the SDI Ordinance shows that, other than the interests disclosed

above in respect of the directors, the Company has not been

notified of any interests representing 10% or more of the

Company’s issued share capital.

Following the commencement of the SFO on 1 April 2003, the

Company has received notifications from LBJ Regents Limited and

CDW Holdings Limited each of which has reported interests

representing 5% or more of the Company issued share capital.

Donations
During the year, the Group made charitable and other donations

amounting to approximately HK$1.8 million.

Human Resources
By virtue of the continuous economic difficulties during the year,

the Group has taken a series of cost saving measures to realign

its structure and workforce for the Group business strategy.

As at 31 March 2003, the total number of employees of the Group

(excluding employees of some jointly controlled entities which

included last year) was approximately 2,500 in Hong Kong and

overseas (as at 31 March 2002 : approximately 2,400).
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Human Resources – continued
With the various acquisitions and disposals of businesses and

internal restructuring, the total number of employees of the Group

as at 27 June 2003 is approximately 2,400.

Purchase, Sale or Redemption of Listed Securities
Neither the Company nor any of its subsidiaries purchased,

redeemed or sold any of the Company’s listed securities during

the year.

Major Customers and Suppliers
The aggregate turnover attributable to the Group’s five largest

customers was less than 30% of the total value of the Group’s

turnover.

The aggregate purchases attributable to the Group’s five largest

suppliers were less than 30% of the total value of the Group’s

purchases.

Pre-emptive Rights
There are no provisions for pre-emptive rights under the Company’s

Articles of Association although there are no restriction against

such rights under the laws in the Cayman Islands.

Code of Best Practice
In the opinion of the directors, the Company has complied

throughout the year ended 31 March 2003 with the Code of Best

Practice as set out in Appendix 14 of the Listing Rules.

Audit Committee
The Audit Committee of the Board has been established since

July 1998 and currently comprises two independent non-executive

directors, Mr CHENG Kar Shen Henry (Chairman) and Mr Ronald

Joseph ARCULLI. The Committee met 2 times in the year and

made its recommendations to the Board on its findings. Its main

duties include the review and supervision of the Group’s financial

reporting process and internal control systems.

2,400

30%

30%

14
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Disclosure under Practice Note 19 of the Listing Rules

As at 31 March 2003, the Group advanced to Tung Chung Station

Development Company Limited (“TCSDCL”), an aggregate amount

of HK$2,223.4 million and a guarantee of HK$1,240 million were

provided by the Group in respect of TCSDCL’s banking facilities,

representing the several guarantee by the Group in respect of

TCSDCL’s banking facilities of HK$4,000 million. The amount of

banking facilities utilised by TCSDCL as at 31 March 2003

amounted to HK$3,360.0 million.

TCSDCL is engaged in the development of Tung Chung Station

Package II Project in Lantau Island, Hong Kong in which the Group

has an indirect 31% interest. The advances were provided by the

Group in the form of subordinated shareholders’ loans in

proportion to the Company’s shareholding interest in TCSDCL, for

the purpose of funding the capital working requirements of

TCSDCL. The advances are unsecured, bear interest at the rate

of HIBOR plus 2.0% to 2.5% per annum and have no fixed term of

repayment. As agreed by all equitable shareholders of TCSDCL in

a Deed of Release and Discharge entered on 3 June 2003, and

with the consent from the banks, the interest accrued by TCSDCL

on the subordinated shareholders’ loans were released and

discharged in the net asset value of TCSDCL during the year. All

interests payable by TCSDCL on outstanding shareholders’ loan

due by TCSDCL were released and discharged as from 1 January

2002 until further determined by all equitable shareholders at a

later time. The advances together with the accrued interest

thereon, if any, are subordinated to the banks providing the banking

facilities to TCSDCL as mentioned above.
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Disclosure under Practice Note 19 of the Listing Rules –
continued
In addition, the Group also advanced to several affiliated

companies at an aggregate amount of HK$96.3 million as at 31

March 2003.

As at 31 March 2003, the aggregate amount of advances provided

to, and guarantee given for these affiliated companies by the

Group, amounted to HK$3,559.7 million and represented 63.8%

of the consolidated net tangible assets of the Group of

HK$5,579.0 million as at 31 March 2003.

A proforma combined balance sheet of these affiliated companies

and the Group’s attributable interest in these affiliated companies

as at 31 March 2003 were as follows:

19

96.3

3,559.7

5,579.0 63.8%

Pro forma combined Group’s attributable
balance sheet interest

HK$’M HK$’M

Non-current assets 1,621.5 519.6

Current assets 2,714.9 845.7

Current liabilities (384.6) (122.1)

Net current assets 2,330.3 723.6

Non-current liabilities (10,840.0) (3,379.3)

Shareholders’ deficits (6,888.2) (2,136.1)

Transactions During the Year
In July 2002, the Group has disposed of its interest in a minority

investee company which effectively disposed of its 10% interest

in the Shiodome project in Tokyo.10%
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313,000

80%

20%

Transactions During the Year – continued
In late 2002, the Group entered into definite agreements with

the authorities of Jingan District in Shanghai to redevelop several

adjacent sites around Nanjing Xi Lu into a mix of commercial and

residential properties with a combined GFA of approximately

313,000 square metres. The redevelopment project not only

broadens the Group’s development profile on the Mainland China

but is also expected to bring reasonable returns and recurring

income and cashflow to the Group in the medium term.

By the close of year end, the Group disposed of its interest in

certain parcels of land which were classified as non-core projects

to an associated company namely Hanison Construction Holdings

Limited. Such disposal strengthens the cashflow of the Company

and reallocates its resources to concentrate on core development

projects like Discovery Bay and Jingan project.

Post Balance Sheet Events
Subsequent to the year end, the Group disposed of its entire

interest in the Zhabei redevelopment project in Shanghai to an

independent third party to make a positive book income for it.

The Group also ceased to run and manage its estate management

services on the Mainland China in April 2003 by disposing of its

80% interest in Asia Asset Property Services Limited to an

independent third party and the remaining 20% interest in April

2004.

The Group has adopted the strategy to restructure and reorganise

its resources to earmarked core businesses of the Group in coming

years.

Auditors
A resolution will be proposed to the annual general meeting to re-

appoint Messrs Deloitte Touche Tohmatsu as auditors of the

Company.

On behalf of the Board

CHA Mou Zing Victor

Managing Director

27 June 2003


