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The directors present their annual report and the audited financial

statements of the Company for the year ended 31st December, 2003.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The activities of
its principal subsidiaries and principal associates are set out in notes

37 and 38 to the financial statements respectively.

SUBSIDIARIES AND ASSOCIATES

Details of the Company’s principal subsidiaries and principal associates
at 31st December, 2003 are set out in notes 37 and 38 to the financial

statements respectively.

RESULTS

The results of the Group for the year ended 31st December, 2003 are

set out in the consolidated income statement on page 24.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for
the last five financial years ended 31st December, 2003 is set out on

page 88.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTIES

Details of movements during the year in the property, plant and
equipment and investment properties of the Group are set out in notes

14 and 15 to the financial statements respectively.

SHARE CAPITAL AND WARRANTS

Details of movements during the year in the share capital and warrants

of the Company are set out in note 30 to the financial statements.
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RESERVES

Movements during the year in the reserves of the Group and the

Company are set out in note 31 to the financial statements.
DISTRIBUTABLE RESERVES

At 31st December, 2003, the amount of the Company’s reserves available
for distribution to shareholders was approximately HK$11,654,000,
comprising the contributed surplus of approximately HK$207,548,000,
capital reduction reserve of approximately HK$316,008,000 and the
accumulated losses of approximately HK$511,902,000.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of the aggregate turnover for the year attributable to

the Group’s five largest customers is as follows:

%
The largest customer 17.7
Five largest customers combined 66.6

The percentages of the aggregate purchases for the year attributable to

the Group’s five largest suppliers is as follows:

%
The largest supplier 26.4
Five largest suppliers combined 70.1

None of the directors, their associates or any shareholders (which to the
knowledge of the directors owned more than 5% of the Company’s
issued share capital) had any interests in the Group’s five largest

customers or five largest suppliers.
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DIRECTORS

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

this report were:
Executive directors:

Mr. Heung Wah Keung
Ms. Chen Ming Yin, Tiffany
Ms. Li Yuk Sheung

Independent non-executive directors:

Mr. Hung Cho Sing
Mr. Ho Wai Chi, Paul

Under Bye-law 99(A) of the Company’s Bye-laws, Mr. Hung Cho Sing
shall retire by rotation at the forthcoming annual general meeting and,

being eligible, offers himself for re-election.

The term of office for each independent non-executive director is the
period up to his retirement by rotation in accordance with the Company’s

Bye-laws.

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company or any of its
subsidiaries which is not determinable within one year without payment

of compensation (other than statutory compensation).
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Name of director

If] 3 48 S5 A
Mr. Heung Wah Keung

Bk B 5% 2 -
Ms. Chen Ming Yin, Tiffany

R At
Ms. Li Yuk Sheung

Y%
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*

1 55 B A T 14,395,000 8% H ] 5B AR Ff AT
7,429,410/8 £ BR 2 1= (10 e 4 2 Bl R 847 -
40,670,000% Fi Bk % - 2 E #E A 2 Porterstone
Limited (“Porterstone”)#§ 47 218,510,000/ H1
Glenstone Investments Limited® & AT 2 £
HAEMWAA ([ZHE]) FH o Glenstone
Investments Limited 1 Porterstone & [A] 5% 2E 43
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING SHARES

At 31st December, 2003, the interests of the directors and their associates
in the shares and the underlying shares of the Company and its associated
corporations, as recorded in the register maintained by the Company
pursuant to Section 352 of the Securities and Futures Ordinance (the
“SFO”) 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 ordinary shares of the Company

By
Capacity

HawEa N Es
TR AR

Beneficial owner/
interest of spouse/
interest of controlled

corporation

SRR, X N A
ZHEE A
Beneficial owner/
interest of spouse/
interest of controlled

corporation

HadEa A

Beneficial owner

All interests stated above represent long positions.

Pi 5 B4 ¥ H
Number of
shares held

81,004,410*

81,004,410*

16

Pt % i 2
A b A B
Approximate
percentage of

interests held

26.66

26.66

0.00

* These shares are held as to 14,395,000 shares by Mr. Heung, as to
7,429,410 shares by Ms. Chen (the spouse of Mr. Heung), as to
40,670,000 shares by Porterstone Limited (“Porterstone”) (a company
wholly-owned by Ms. Chen) and as to 18,510,000 shares by Dorest
Company Limited (“Dorest”) (a company wholly-owned by Glenstone
Investments Limited which is in turn controlled as to 60% by Porterstone
and as to 40% by Mr. Heung).
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING SHARES

(continued)

2.  Rights to acquire shares in the Company

As at 31st December, 2003, the directors of the Company had interests
in share options to subscribe for shares in the Company granted as

follows:

e o
Number of share options
Ro%FEE
FZAZ+-H
REBFEE-) -0 WA AT B gL 2
WA A7 B RGN (Hitd) Oustandingat HBBREH  HHEHY
RN Outstanding at 1.1.2003 Granted during the year (Note d) 31.12.2003 Number of ~ Approximate
1334 ifd] Exercise price KRR WRBHAER HEEE  WRBHAEE By underlying ~ percentage of
Name of director Exercisable period per share  Direct interest ~ Deemed interest Direct interest ~ Deemed interest Total shares interest held
(Wit iy
(Note o) HKS
mERLE 21.11.1996-20.11.2006 60510 337,13 337,134 — = 674,269
Mr. Heung Wah Keung ~ 28.3.2000-27.3.2010 16.783 461,061 461,062 — — 922,123
2,6.2000-1.6.2010 8.134 208,753 208,753 - — 417,506
16.7.2002-15.7.2012 1716 110,723 110,723 — — 201,446
17.7.2003-16.7.2013 0.564 - - 228,500 228,500 457,000
1,117,672 1,117,672 228,500 228,500 2,692,344 2,692,344 0.89
(Wsto) Wzt
(Note ) (Note a)
WLt 21.11.1996-20.11.2006 60310 37,134 37,13 - — 674,269
Ms. Chen Ming Yin, 28.3.2000-27.3.2010 16.783 461,002 461,061 - - 922,123
Tiffany 2.6.2000-1.6.2010 8.134 208,753 208,753 - — 417,506
16.7.2002-15.7.2012 1.716 110,723 110,723 - — 201,446
17.7.2003-16.7.2013 0.564 - — 208,500 208,500 457,000
1,117,672 1,117,672 228,500 228,500 2,692,344 2,692,344 0.89
(Ht3tb) (Hritb)
(Note b) (Note b)
FERLL 16.7.2002-15.7.2012 1716 1,109,557 - - - 1,109,557
Ms. Li Yuk Sheung 17.7.2003-16.7.2013 0.564 — — 2,285,000 — 2,285,000
1,109,557 - 2,285,000 - 3,394,557 3,394,557 112

bl b g S e

All interests stated above represent long positions.
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING SHARES

(continued)

2.  Rights to acquire shares in the Company (continued)
Notes:

a. These share options are held by Ms. Chen, the spouse of Mr. Heung. Mr.
Heung is therefore deemed to be interested in these share options.

b. These share options are held by Mr. Heung. Ms. Chen is therefore deemed
to be interested in these share options.

c. The exercisable period commenced on the date of grant of the relevant
share options.

d. The closing price of the Company’s shares immediately before the date of
grant of the share options was HK$0.57 per share.

Other than as set out above, as at 31st December, 2003, none of the
directors or chief executives of the Company or their associates had any
interests or short positions in any shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register required to
be kept under Section 352 of the SFO or as otherwise notified to the

Company and the Stock Exchange pursuant to the Model Code.

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 or the spouse or children under 18 years of
age of such director, to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate
or had exercised any right to subscribe for the securities or had exercised

any such rights.
SHARE OPTION SCHEMES

Particulars of the Company’s share option schemes and details of
movements in the share options to subscribe for shares of HK$0.05
each in the Company granted under the share option schemes are set

out in note 35 to the financial statements.

The directors consider that it is not appropriate to disclose the value of
share options granted during the year since any valuation of the share
options would be subject to a number of assumptions that would be
subjective and uncertain. The directors believe that the evaluation of
share options based upon speculative assumptions would not be

meaningful and would be misleading.
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RELATED PARTY TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS

Details of the significant related party transactions entered into by the
Group which do not constitute connected transactions under the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) and directors’ interests in contracts for the year are set out in

note 36 to the financial statements.

Other than 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 end of the year or at any time during the year.
SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2003, the register of substantial shareholders
maintained by the Company under Section 336 of the SFO showed
that, other than the interests disclosed above in respect of certain
directors, the following shareholders had an interest of 5% or more in

the issued share capital of the Company:

Pt 5 HE %

g E )
P #5 e 4y ¥ H Approximate
# 5 6 Number of percentage
Name Capacity shares held of interests held
Porterstone Limited A A 40,670,000
Beneficial owner
Z VR 2R A 18,510,000*
Interest of controlled corporation
59,180,000 19.48
Glenstone Investments Limited T YR B 2 RE A 18,510,000* 6.09
Interest of controlled corporation
TR HREREE MG RARAFA Eig-g $l 17,560,000 5.78

AXA Rosenberg Investment

Management Asia Pacific Limited
LA RE R A .

* %5 B 17 B9 Glenstone Investments Limited 4= & #E
12 W& A 7 2 EFEAT > Glenstone Investments
Limited ] i Porterstone B 3 #E 41 60%H 25 °

R b SCRT 4 R F AL > R R R A H =
B AR F AR R A AT T At A
A AN A COBRAT AR 5% LA b 2 B i R
£ o

Investment Manager

All interests stated above represent long positions.

*

These shares are held by Dorest, a wholly-owned subsidiary of Glenstone
Investments Limited which is in turn beneficially owned as to 60% by
Porterstone.

Other than as disclosed above, the Company had not been notified of
any other interests or short positions representing 5% or more of the

Company’s issued share capital as at 31st December, 2003.
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RETIREMENT BENEFITS SCHEMES

Particulars of the retirement benefits schemes of the Group are set out

in note 34 to the financial statements.

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

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities during the year.
PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws, or the laws of Bermuda, which would oblige the Company to

offer new shares on a pro-rata basis to existing shareholders.
COMPLIANCE WITH THE CODE OF BEST PRACTICE

In the opinion of the directors, the Company has complied with the
Code of Best Practice as set out in Appendix 14 to the Listing Rules
throughout the year ended 31st December, 2003, except that the non-
executive directors were not appointed for a specific term since they are
subject to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the provision of the

Company’s Bye-laws.

DONATIONS

During the year, the Group made donations amounting to HK$20,000.
AUDIT COMMITTEE

The audit committee of the Company at 31st December, 2003 was
comprising Messrs. Hung Cho Sing and Ho Wai Chi, Paul, both being

independent non-executive directors.

The principal duties of the audit committee are to review with
management the accounting principles and practices adopted by the
Group and discussed internal controls and financial reporting matters

including reviews of interim and annual financial statements.
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B Y bl AUDITORS
T Bt B AT 2 R AR R B bR 2R A resolution will be submitted to the forthcoming annual general
R BETATIEY « BB & EI1T /5 A meeting to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of
VNI 3§ the Company.
R H On behalf of the Board
B3 Heung Wah Keung
Iiy 3% i Chairman
Tl > “EZPMEH 75 H Hong Kong, 26th April, 2004
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