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The Directors have pleasure in submitting their annual
report together with the audited financial statements for
the year ended 31 March 2003.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities and other particulars of the
subsidiaries are set out in pages 92 to 94 on the financial
statements.

The analysis of the principal activities and geographical
locations of the operations of the Company and its
subsidiaries during the financial year are set out in note 9
on the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2003, the aggregate amount
of turnover and purchases attributable to the Group’s five
largest customers and suppliers represented less than 30
per cent of the Group’s total turnover and purchases,
respectively.

At no time during the year have the Directors, their
associates or any shareholder of the Company (which to
the knowledge of the Directors owns more than 5 per
cent of the Company’s share capital) had any interest (as
defined in the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”)) in these major customers and suppliers.

FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 March 2003
and the state of the Company’s and the Group’s affairs at
that date are set out in the financial statements on pages
35 to 94.

The Directors do not recommend the payment of a
dividend in respect of the year ended 31 March 2003
(2002: HK$NIl).

CHARITABLE DONATIONS

Donations made by the Group during the year amounted
to HK$14,000 (2002: HK$1,000).
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FIXED ASSETS

Movements in fixed assets during the year are set out in
note 10 on the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company
during the year are set out in note 21 on the financial
statements.

DIRECTORS

The Directors during the financial year and up to the date
of this report were:

Executive Directors

Lo Fong Seong, Honorary Chairman

Dennis Lo Hoi Yeung, Chairman and Chief Executive
Ng Chi Keung

Chan Chee Shing

Independent Non-executive Directors
Herald Lau Ling Fai

Joseph Chan Kai Nin

Peter Lee Sheung Yam

Peter Lau Kwok Kuen

In accordance with Bye-Laws 109 and 189(viii) of the
Company, Mr Chan Chee Shing and Mr Lo Fong Seong
shall retire from office at the forthcoming annual general
meeting and, being eligible, offer themselves for re-
election.

Non-executive Directors are appointed under the same
terms as other Directors, pursuant to the Bye-Laws of the
Company.

Each of the Non-executive Directors of the Company
received HK$80,000 as directors’ fees for the year ended
31 March 2003 (2002: HK$80,000).
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Personal
interests
EHH
Dennis Lo Hoi Yeung 3,946,105

Biar: R-EE=F=A=1+—0 A EBUERS
ETEARRERZHRZ2EREZHAZ
Neblett Investments Limited ([Neblett]) # &
AA R 17 51,984,279 -
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Personal
interests
EFRB
Dennis Lo Hoi Yeung 11,500
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Pengto International Limited ([Pengtol) # A
AREREERAGNERLEZHELTRH
279,357 °

DIRECTORS’ INTERESTS IN SHARES

(a)

(b)

The Directors who held office at 31 March 2003 had
the following interests in the issued share capital of
the Company at that date:

BREER®ITZRG
Shares of HK$1 each
RIAER DEER H 1t #E #
Family  Corporate Other W
interests interests interests Total

- - 51,984,279 55,930,384
(Ff &)

(note)

Note: Neblett Investments Limited (“Neblett”), which is
beneficially owned by a trust of which Mr Dennis Lo
Hoi Yeung is a discretionary object, was interested
in 51,984,279 shares of the Company at 31 March
2003.

At 31 March 2003, a Director had interests in the
non-voting deferred shares of HK$10 each in
Fairwood Fast Food Limited as follows:

e $ AR EH Hit s

Family = Corporate Other ]
interests interests interests Total
- - 279,357 290,857

(P &%)

(note)

Note: Pengto International Limited (“Pengto”), which is
beneficially owned by a trust of which Mr Dennis Lo
Hoi Yeung is a discretionary object, held 279,357
non-voting deferred shares in Fairwood Fast Food
Limited at 31 March 2003.
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DIRECTORS’ INTERESTS IN SHARES

(CONTINUED)

Apart from the foregoing, at no time during the year was
the Company and any of its subsidiaries a party to any
arrangement to enable the Directors or Chief Executive of
the Company or any of their spouses or children under
eighteen years of age to acquire benefits by means of the
acquisition of shares in or debentures of the Company or
any other body corporate.

Details of Directors’ and Chief Executive’s interests under
the Company’s share option scheme are set out in the
section “Share option scheme” below.

SHARE OPTION SCHEME

The Company adopted a new share option scheme (the
“Scheme”) on 18 September 2002. The purpose of the
Scheme is to attract and retain the best quality personnel
and to provide additional incentives to selected persons
for their contribution to the Group.

The participants of the Scheme include: (i) any employee
of the Company or any affiliate, including any Director
(whether executive or non-executive) of the Company or
any affiliate; or (i) any consultant, agent, representative,
adviser, supplier of goods or services, customer,

contractor, business ally and joint venture partner.

The maximum number of shares of the Company in respect
of which option may be granted under the Scheme must
not exceed 12,335,353 shares, being 10% of the total
number of shares of the Company in issue as at the date
of adoption of the Scheme, unless shareholders’ approval
of the Company has been obtained to refresh the limit.

The total number of shares of the Company issued and to
be issued upon exercise of the options granted and to be
granted to each participant or grantee (whether exercised
or outstanding) in any 12-month period shall not exceed
1% of the shares of the Company in issue (the “Individual
Limit”).
Individual Limit must be subject to shareholders’ approval
in general meeting with such participant or grantee and

Any further grant of options in excess of the

his or her associates abstaining from voting.
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SHARE OPTION SCHEME (CONTINUED)

An option may be exercised at any time during a period
as the Board may determine which shall not be more
than 10 years commencing from the date of grant of the
option.

Save as determined by the Board and provided in the
offer of the relevant options, there is no minimum period
for which an option must be held before an option can be
exercised under the Scheme.

The acceptance of an offer of the grant of an option must
be made within 28 days from the date on which such
offer is made with a non-refundable payment of HK$1
from the grantee to the Company by way of consideration
for the grant thereof.

The subscription price per share in respect of any option
granted under the Scheme shall be such price as the
Board may in its absolute discretion determine, save that
such price shall not be less than the highest of: (i) the
closing price of the shares as stated in the daily quotations
sheet of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on the date of offer of the option; (ii)
the average of the closing prices of the shares as stated
in the Stock Exchange’s daily quotations sheets on the 5
business days immediately preceding the date of offer of
the option; and (iii) the nominal value of the share.

Subject to earlier termination by the Company in general
meeting or by the Board, the Scheme shall be valid and
effective until 17 September 2012. After the expiry of such
valid period, no further options will be offered or granted
but in all other respects the provisions of the Scheme
shall remain in full force and effect.

At 31 March 2003, the Directors and employees of the
Company had the following interests in options to
subscribe for shares of the Company (market value per
share at 31 March 2003 is HK$0.81) granted for HK$1
consideration under the Scheme. Each option gives the
holder the right to subscribe for one share.
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REL ZEERR
RTE REX ERT
HER RTE HE Al
EHE MR ieEST
No. of EYE K E
options No. of AT Closing price
outstanding options R¥ BRESH Bk per share
atthe  outstanding HE  Period during T immediately before
beginning at the Date  which options  Exercise price date of grant
of the year year end granted exercisable per share of options
Bt 5x
(note)
ZET=F —ZETME
—RAtH —A—R=%
ZETNE
RER +-A=+-H BB BE0.757L
Ng Chi Keung - 1,000,000 7 February 1 January 2004 HK$1.00 HK$0.75
2003 to 31 December
2008
—TT=H —ETME
—AtH —A—R=%
ZETNE
B +ZRA=+—8 BEAT B ¥0.757T
Chan Chee Shing - 1,000,000 7 February 1 January 2004 HK$1.00 HK$0.75
2003 to 31 December
2008
—TT=H —ETME
—AtH —A—R=%
ZETNE
E& +ZRA=+—8 BEAT 0757
Employees - 3,360,000 7 February 1 January 2004 HK$1.00 HK$0.75
2003 to 31 December
2008
Bisr: BEREBSMERITEHOT: Note: The share options shall be exercisable in the following
four batches:
() MHz-BREITR-_ZZENF—-—A—HZE= ()  One-fourth of the options is exercisable during the
EEN\F+ZA=+—HBEITE: period from 1 January 2004 to 31 December 2008;
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FEEHHIR (%)
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SHARE OPTION SCHEME (CONTINUED)

(i)  One-fourth of the options is exercisable during the
period from 1 January 2005 to 31 December 2008;

(i) One-fourth of the options is exercisable during the
period from 1 January 2006 to 31 December 2008;
and

(iv)  One fourth of the options is exercisable during the
period from 1 January 2007 to 31 December 2008.

The share options granted are not recognised in the
financial statements until they are exercised. The weighted
average value per option granted in 2003 estimated at
the date of grant using the Black-Scholes pricing model
was HK$0.37. The calculation of the weighted average
value per option granted during the year does not take
into account options granted and forfeited during the year.
The weighted average assumptions used are as follows:

F
2003

A
A
[]

4.11%

5.92

56.17

Nil

The Black-Scholes option pricing model was developed
for use in estimating the fair value of traded options that
have no vesting restrictions and are fully transferable. In
addition, such option pricing model requires input of highly
subjective assumptions, including the expected stock price
volatility. Because the Company’s share options have
characteristics significantly different from those of traded
options, and because changes in the subjective input
assumptions can materially affect the fair value estimate,
the Black-Scholes option pricing model does not
necessarily provide a reliable measure of the fair value of
the share options.
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MEEE o) SHARE OPTION SCHEME (CONTINUED)

Br LN - ARBIKEMBLRRIEREEAEET  Apart from the foregoing, at no time during the year was

MM BT MEH  BEARRESZHLITHAES the Company or any of its subsidiaries a party to any

Fb ARSI AT+ N\ROTL  AJIAEBUYE  arrangement to enable the Directors or Chief Executive of

RARREMEMEZENBRHIEEEMESR ° the Company or any of their spouses or children under
eighteen years of age to acquire benefits by means of the
acquisition of shares in or debentures of the Company or
any other body corporate.

BEFLOFIRFEXREZERR SUBSTANTIAL INTERESTS IN THE SHARE
CAPITAL OF THE COMPANY

RAFERESR (NBERER) G0 ([RF#EZER])  The interests in the Company’s issued shares at 31 March
FI6KREMEFE 2 &M RZZEZ=F=A= 2008 as recorded in the register required to be kept under
T—HBARRFDRTROERZREERHEN  section 16 of the Securities (Disclosure of Interests)

T Ordinance (the “SDI Ordinance”) are as follows:
EfER/SHE Fr i B BT R 4
BREZBRG BYZEHL
Shares directly and/or Percentage of total
indirectly held issued shares

) =EBIEERDA

Jumbo Easy Limited 51,984,279 42.14%
(i) Neblett 51,984,279 42.14%
(i) Winning Spirit International Corp 51,984,279 42.14%
(iv) HSBC International Trustee Limited 51,988,779 42.14%
(v) HSBC Private Banking Holdings (Suisse) SA 51,988,779 42.14%
(viy HSBC Europe (Netherlands) BV 51,988,779 42.14%
(vi)  HSBC Europe BV 51,988,779 42.14%
(viii)  Griffin International Limited 51,988,779 42.14%
(ix)  Midcorp Limited 51,988,779 42.14%
(x) HSBC Bank plc 51,988,779 42.14%
(xiy HSBC Holdings plc 51,988,779 42.14%
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HEX S
RELTRAUFH4ENRE  AREREFERTRE
THIEER 5

() FEER AREREERAFANFERLL
ME-EYDX -ARERZVEANZ2EE
FREFEWT:

AEEHES

Rent for the year
R=ZR=+—HzH&E&E
Rental deposits at 31 March

FERLLTREFHAEZRAN  BRETRAIZESR
WEBBEAL -

SUBSTANTIAL INTERESTS IN THE SHARE
CAPITAL OF THE COMPANY (CONTINUED)

Note: Jumbo Easy Limited, a wholly-owned company of Mr

Dennis Lo Hoi Yeung was deemed to be interested in the
relevant shareholdings of Neblett by virtue of its being a
discretionary object of the trust which beneficially owns
Neblett.

For the avoidance of doubt and double counting, it should
be noted that 51,984,279 shares of the shareholdings
stated against party (i) above are entirely duplicated or
included in the shareholdings stated against party (ii) and
repeated in party (i) to party (xi) above.

Save for the aforesaid, no other person was recorded in
the register kept pursuant to Section 16 of the SDI
Ordinance as having an interest in 10 per cent or more of
the issued share capital of the Company.

CONNECTED TRANSACTIONS
Pursuant to Chapter 14 of the Listing Rules, the following

connected transactions of the Group require disclosure in

the annual report:

(i)

During the year, Fairwood Fast Food Limited leased
a property from Ms Lee Kwee Fuen. Details of rent
and deposits paid by the Group relating to the
property are as follows:

—BR=F —ET_F
2003 2002

T T
$°000 $'000

809 996

172 172

Ms Lee Kwee Fuen is the spouse of Mr Lo Fong
Seong and is therefore considered as a connected
person within the meaning of the Listing Rules.
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CONNECTED TRANSACTIONS (CONTINUED)

(if)

(i)

On 9 April 2003, Fairwood Fast Food Limited entered
into a lease as tenant with New Champion
International Limited (“New Champion”) as landlord
in which New Champion agreed to let to Fairwood
Fast Food Limited the property known as Portion of
First Floor of Ming Fung Building, 128-150 Wanchai
Road, Wan Chai,
years commencing from 10 April 2003 to 9 April
2009 at a monthly rent of HK$110,000 for the first
three years and at a monthly open market rent of
not less than HK$110,000 and not more than
HK$126,500 for the last three years.

Hong Kong for a period of six

New Champion is wholly beneficially owned by
Pengto, a company beneficially owned by a trust of
which Mr Lo Hoi Yeung Dennis is a discretionary
object. In addition, Mr Lo Hoi Yeung Dennis and his
wife, Madam Lau Shuk Ching Cindy are directors of
New Champion.

The lease constitutes a connected transaction of the
Company and the details were announced by the
Directors of the Company on 10 April 2003. The
Stock Exchange has, subject to certain conditions,
granted waiver to the Company from compliance with
the requirements stipulated in Chapter 14 of the
Listing Rules.

On 20 June 2003, Fairwood Fast Food Limited
entered into a licence agreement with New Champion
in which New Champion agreed to grant a licence
to Fairwood Fast Food Limited to use a storeroom
at Portion of Ground Floor of Ming Fung Building,
128-150 Wanchai Road, Wan Chai, Hong Kong for
a period of three years commencing from 1 June
2003 to 31 May 2006 at a monthly rent of
HK$15,000.

By virtue of the interest of Mr Lo Hoi Yeung Dennis
in New Champion as aforesaid in (i) above, the
licence agreement constitutes a connected
transaction of the Company.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the section headed “Connected
transactions”, no contract of significance to which the
Company or subsidiaries was a party, in which a Director
of the Company had a material interest, subsisted at the
end of the year or at any time during the year.

DIRECTORS’ SERVICE CONTRACTS

During the year, Mr Lo Fong Seong and Mr Dennis Lo Hoi
Yeung had service contracts with the Company which
may be terminated by either party to the contracts on
three months’ notice.

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

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

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s Bye-Laws and the law in Bermuda.

BANK LOANS

Particulars of bank loans of the Group at 31 March 2003
are set out in note 18 on the financial statements.

FIVE YEAR 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
pages 95 and 96 of the annual report.

INVESTMENT PROPERTIES

Particulars of the investment properties of the Group are
shown on page 97 of the annual report.
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Dennis Lo Hoi Yeung
FRFETHAEH

Chairman and Chief Executive
F5 —FFZFLATEA
Hong Kong, 17 July 2003

RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund Scheme
(the “MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees in Hong
Kong under the jurisdiction of the Hong Kong Employment
Ordinance. Particulars of the MPF Scheme are set out in
note 19 on the financial statements.

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
in Appendix 14 to the Listing Rules.

AUDIT COMMITTEE

The audit committee comprises three independent non-
executive Directors and reports to the Board. The audit
committee meets with Group’s senior management
regularly to review the effectiveness of the internal control
systems and the interim and annual reports of the Group.

AUDITORS

KPMG retire and, being eligible, offer themselves for
reappointment. A resolution for the reappointment of
KPMG as auditors of the Company is to be proposed at
the forthcoming annual general meeting.



