Report of the Directors
ETEHRES

The directors present their report and the audited financial statements of
the Company and of the Group for the year ended 30 April 2003.

Principal Activities

The principal activity of the Company is investment holding. The principal
activities of the Group consist of investment and property holding, the
management of a holiday resort, a theme park and an amusement park,
and the provision of port facilities and ticketing services in Zhuhai, the
People’s Republic of China excluding Hong Kong and Macau (the “PRC").
The principal activities of the principal subsidiaries, jointly-controlled entity
and associates are set out in notes 17, 18 and 20 to the financial statements,

respectively.

There were no changes in the nature of the Company’s and of the Group’s

principal activities during the year.

Results and Dividends

The Group’s loss for the year ended 30 April 2003 and the state of affairs
of the Company and of the Group at that date are set out in the financial
statements on pages 31 to 98.

The directors do not recommend the payment of any dividends in respect
of the year ended 30 April 2003.

Summary Financial Information

A summary of the published results and assets, liabilities and minority
interests of the Group for the last five financial years, as extracted from the
audited financial statements and reclassified as appropriate, is set out on
pages 99 to 100. This summary does not form part of the audited financial

statements.

Fixed Assets

Details of movements in the fixed assets of the Company and of the Group
during the year are set out in note 13 to the financial statements.
Rights to Use Port Facilities

Details of movements in the rights to use port facilities of the Group

during the year are set out in note 14 to the financial statements.
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Share Capital and Share Options

Details of movements in the Company’s share capital and share options
during the year, together with the reasons therefor, are set out in notes 32

and 33 to the financial statements, respectively.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s bye-
laws or the Companies Act 1981 of Bermuda (as amended) which would
oblige the Company to offer new shares on a pro rata basis to existing

shareholders.

Purchase, Redemption or Sale of Listed Securities of the
Company

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

Reserves

Details of movements in the reserves of the Company and of the Group
during the year are set out in note 34 to the financial statements and in the

consolidated statement of changes in equity, respectively.

Distributable Reserves

At 30 April 2003, the Company had no retained profits available for cash
distribution and/or distribution in specie. In accordance with the Companies
Act 1981 of Bermuda (as amended), the Company’s contributed surplus,
amounting to HK$628,440,000 as at 30 April 2003, is distributable under
certain circumstances. The Company’s share premium account with a
balance of HK$359,599,000 as at 30 April 2003 is distributable in the
form of fully paid bonus shares.

Major Customers and Suppliers

In the year under review, the percentages of sales and purchases attributable
to the Group’s major customers and suppliers were as follows:

(i) The aggregate amount of turnover attributable to the Group’s five
largest customers accounted for less than 30% of the Group’s total

turnover for the year; and

(ii) The aggregate amount of purchases attributable to the Group's five
largest suppliers accounted for less than 30% of the Group's total

purchases for the year.
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Major Customers and Suppliers (Continued)

None of the directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the directors, own more
than 5% of the Company’s issued share capital) had any beneficial interest
in the Group’s five largest customers and/or five largest suppliers during
the year.

Directors

The directors of the Company during the year were:

Executive directors:

Mr. Ouyang Guoliang
Mr. He Weilong

Mr. Yu Huaguo

Mr. Liang Xuebing
Mr. Liang Caijia

Mr. Chen Yonglin

Mr. Chen Yuanhe (appointed on 10 September 2002)
Mr. Yu Jinyao (appointed on 10 September 2002)
Mr. Jin Tao (appointed on 10 September 2002)
Mr. Wu Hangqiu (appointed on 10 September 2002)
Ms. Liu Jia (resigned on 10 September 2002)
Mr. Hu Jianxing (resigned on 10 September 2002)

Non-executive directors:

Mr. Liang Han
Mr. Hui Chiu Chung *
Mr. Chu Yu Lin, David *

* Independent non-executive director

The directors of the Company, including the non-executive director and
independent non-executive directors, are subject to retirement by rotation
and re-election at the annual general meeting of the Company in accordance
with the provisions of the Company’s bye-laws.

In accordance with clause 111(A) of the Company’s bye-laws, Messrs. Liang
Han, Hui Chiu Chung and Liang Xuebing will retire by rotation and, being
eligible, will offer themselves for re-election at the forthcoming annual

general meeting.
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Directors’ Service Contracts

No director proposed for re-election at the forthcoming annual general
meeting 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 in Contracts

No director had a material interest in any contract of significance to the
business of the Group to which the Company or any of its holding
companies, subsidiaries and fellow subsidiaries was a party during the

year.

Directors’ Interests or Short Positions in Shares and
Underlying Shares

None of the directors or their associates had any personal, family, corporate
or other interests or short positions in the equity and underlying shares of
the Company or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFO”)), as recorded
in the register required to be kept under Section 352 of the SFO.

Directors’ Rights to Acquire Shares or Debentures

Apart from as disclosed in the share option schemes disclosure in note 33
to the financial statements, at no time during the year were rights to acquire
benefits by means of the acquisition of shares in or debentures of the
Company granted to any director or their respective spouse or children
under 18 years of age, or were any such rights exercised by them; or was
the Company or any of its holding companies, subsidiaries and fellow
subsidiaries a party to any arrangement to enable the directors to acquire

such rights in any other body corporate.

Share Option Schemes

Due to the adoption of Statement of Standard Accounting Practice 34
“Employee benefits” during the year, most of the detailed disclosures relating
to the Company’s share option schemes have been moved to note 33 to the

financial statements.

Concerning the share options granted during the year to the directors and
employees, as detailed in note 33, the directors are unable to arrive at an
accurate assessment of the value of these share options because there is no
readily available market value for share options on the ordinary shares of

the Company.
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Substantial Shareholders

As at 30 April 2003, the following interests of 5% or more of the issued
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Zhuhai Industrial Company Limited 1 236,000,000 29.54

REEZEERRAA

Pioneer Investment Ventures Limited 1 337,000,000 42.18
Note: Bt

1. In accordance with Part XV of the SFO, Zhu Kuan (Hong Kong) Company Limited, 1. RIFESEHABEIIEXVE - TR (FE) A

Zhu Kuan Group Company Limited and Zhu Kuan Company of the Zhuhai SEZ RATF -~ kX (@) BRAFRKELER R

were deemed to be interested in the 236,000,000 and 337,000,000 shares of the
Company held by Zhuhai Industrial Company Limited and Pioneer Investment

Ventures Limited, respectively, because:

— Zhu Kuan (Hong Kong) Company Limited is the immediate holding
company of Zhuhai Industrial Company Limited;

— Zhu Kuan Group Company Limited is the immediate holding company
of Zhu Kuan (Hong Kong) Company Limited and Pioneer Investment
Ventures Limited; and

— Zhu Kuan Company of the Zhuhai SEZ is the immediate holding company
of Zhu Kuan Group Company Limited.

The 337 million shares (representing approximately 42.18% equity interest
in the Company) held by Pioneer Investment Ventures Limited have been
pledged to Longway Services Group Limited, a wholly-owned subsidiary of
Zhuhai Jiuzhou Port Group Corporation.

Save as disclosed above, no person had registered an interest in the issued
share capital of the Company that was required to be recorded pursuant to
Section 336 of the SFO.
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Connected and Related Party Transactions

During the year, the Group entered into material related party transactions
with subsidiaries of Zhu Kuan Company of the Zhuhai SEZ, the ultimate
holding company of the Company, as detailed in note 40 to the financial
statements. Except for an advance made to a minority shareholder of a
subsidiary, all of the related party transactions constitute connected
transactions as defined under the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”). In the
opinion of the Company’s board of directors, including the independent

non-executive directors, these connected transactions were:

(a) conducted in the ordinary and usual course of business of the
Group;

(b) conducted in accordance with the terms of the relevant agreements;

() conducted on normal commercial terms and on an arm’s length
basis;
(d) conducted on terms no less favourable than those available to/from

independent third parties; and

(e) fair and reasonable so far as the shareholders of the Company are

concerned.

Compliance with the Code of Best Practice

In the opinion of the directors, the Company has complied with the Code
of Best Practice (the “Code”) as set out in Appendix 14 of the Listing Rules,
throughout the accounting period covered by the annual report, except
that the non-executive directors of the Company are not appointed for
specific terms as required by paragraph 7 of the Code, but are subject to
retirement by rotation and re-election at the annual general meeting of the

Company in accordance with the provisions of the Company’s bye-laws.

Audit Committee

Pursuant to the Code as set out in Appendix 14 of the Listing Rules, the
Company set up an audit committee (the “Committee”) during 2000. The
Committee was established with written terms of reference which have
been adopted for the purpose of reviewing and providing supervision on
the financial reporting process and internal controls of the Group. The
Committee now comprises two independent non-executive directors and

one non-executive director of the Company.
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Auditors

Ernst & Young retire and a resolution for their reappointment as auditors of
the Company will be proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Ouyang Guoliang

Chairman

Hong Kong
26 August 2003
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