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Directors’ Report

The directors have pleasure in submitting to shareholders their annual report and
the audited financial statements of the Company and its subsidiaries (collectively,
the “Group”) for the year ended 31 March 2004.

Principal Activities

The principal activity of the Company is investment holding and the activities of
its principal subsidiaries and associates and jointly controlled entities are set out
in note 41 to financial statements.

Segment Information
Details of segment information are set out in note 4 to the financial statements.
Results and Appropriations

Details of the results of the Group and appropriations of the Company for the
year ended 31 March 2004 are set out in the consolidated income statement on
page 31 and the accompanying notes to the financial statements.

The directors recommend a final dividend of HKS$0.05 per share (2002/2003: nil)
payable on 1 September 2004 to shareholders who are registered in the register
of members on 26 July 2004.

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 116.

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.

A summary of major properties held for/under development, sale and investment
purposes is set out on pages 117 to 127.
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Directors’ Report

Share Capital

There was no change in the share capital of the Company during the year. Details
of the share capital are set out in note 27 to the financial statements,

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 on page
35 and in note 29 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 Sing Payson, Mr CHA Mou Daid Johnson and Ms HO Pak Ching Loretta shall
retire from office by rotation and, being eligible, offer themselves for re-election.
All other directors continue in office.

None of the directors offering themselves 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 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.

HKR INTERNATIONAL LIMITED ANNUAL REPORT 2003/2004
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Directors’ Report

Directors’ Emoluments

Particulars of the directors’ emoluments disclosed pursuant to Appendix 16 to
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited ("Listing Rules”) are set out in note 11 to the financial statements.

Management Contract

No conftfract 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
| Directors
CHA Chi Ming GBM, JR, DBA (Hon), DSSc (Hon) (Aged 90)

Founder and chairman of the board of directors of the Company since 1989
and director of a number of subsidiaries of the Group. Dr CHA has over 25
years experience in property development and more than 65 years
experience in the textile industry. He was awarded the Grand Bauhinia Medal
by the Government of HKSAR in 1997. He is the father of Ms WONG CHA May
Lung Madeline, Mr CHA Mou Sing Payson, Mr CHA Mou Zing Victor and Mr
CHA Mou Daid Johnson. He is also a director of CDW Holdings Limited which
is deemed a substantial shareholder of the Company under Part XV of the
Securities and Futures Ordinance ("SFO").

CHA Mou Sing Payson JR DSSc(Hon) (Aged 61)

Director since 1989 and appointed as the deputy chairman of the board of
directors of the Company in September 2001 and director of a number of
subsidiaries of the Group. He is the chairman and non-executive director of
Hanison Construction Holdings Limited, a listed associate of the Group.
Mr CHA has over 40 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 Dr CHA Chi Ming and brother of Ms
WONG CHA May Lung Madeline, Mr CHA Mou Zing Victor and Mr CHA Mou
Daid Johnson. He is also a director of CDW Holdings Limited which is deemed
a substantial shareholder of the Company under Part XV of the SFO.
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CHA Mou Zing Victor BA, MBA (Aged 54)

Director of the Company since 1989 and appointed as managing director
of HKR Asia-Pacific Pte Ltd since 1996 and managing director of the
Company in September 2001 and director of a number of subsidiaries of the
Group. 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 Dr CHA Chi Ming and brother
of Ms WONG CHA May Lung Madeline, Mr CHA Mou Sing Payson and Mr
CHA Mou Daid Johnson.

CHA Mou Daid Johnson BA, MBA (Aged 52)

Director of the Company since 1989 and director of a number of subsidiaries
of the Group. He is a non-executive director of Hanison Construction Holdings
Limited, a listed associate of the Group and director/non-executive director
of a number of public and private companies in Hong Kong and China and
is actively participating in many non-profit making organisations. Mr CHA
has over 25 years of investment management experience in Silicon Valley
and Asia. He is a son of Dr CHA Chi Ming and brother of Ms WONG CHA May
Lung Madeline, Mr CHA Mou Sing Payson and Mr CHA Mou Zing Victor. He is
also a director of LBJ Regents Limited which is deemed a substantial
shareholder of the Company under Part XV of the SFO.

CHEUNG Tseung Ming MBA, MAcc, MICE, MI Struct.E, CPA(Aust)
(Aged 62)

Director of the Company since September 2001, Mr CHEUNG is the resident
director of HKR Asia-Pacific Pte Ltd and director of a number of subsidiaries
of the Group. He 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.

HKR INTERNATIONAL LIMITED ANNUAL REPORT 2003/2004
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Directors’ Report

Biographical Details of Directors and Senior Management
- continued

Directors - confinued

CHUNG Sam Tin Abraham CPA, FHKSA (Aged 58)

Director of the Company since 1994 and director of a number of subsidiaries
of the Group, he is responsible for the Group’s financial and corporate affairs.
Mr CHUNG is a certified public accountant and a fellow 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 FCIH (Aged 57)

Director of the Company since 1994 and director of a number of subsidiaries
of the Group. Ms HO is responsible for the Group’s real estate business. She
is a fellow member of the Chartered Institute of Housing, Hong Kong Branch.
She has over 30 years experience in property development, investment and
management,

WONG CHA May Lung Madeline (Aged 64)

Director of the Company since 1989 and director of a number of subsidiaries
of the Group. 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 Dr CHA Chi Ming
and sister of Mr CHA Mou Sing Payson, Mr CHA Mou Zing Victor and Mr CHA
Mou Daid Johnson. She is also a director of CDW Holdings Limited which is
deemed a substantial shareholder of the Company under Part XV of the
SFO.
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Directors’ Report

Biographical Details of Directors and Senior Management
- confinued

Independent non-executive directors

Ronald Joseph ARCULLI GBs, cvo, OBE, JP (Aged 65)

Director of the Company 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 GBs, BA, MBA, DBA(Hon), LLD(Hon)(Aged 57)

Director of the Company since 1989 and appointed as an independent non-
executive director in 1994, Dr 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.

Annual confirmations have been received from Mr Ronald ARCULLL and
Dr Henry CHENG respectively regarding their independence pursuant to rule 3.13 of
the Listing Rules. The Company considers both independent non-executive directors
to be independent.

Senior Management

Gary Michael BROWN (Aged 50)

Joined in 1995, Mr BROWN is the general manager of the Group’s recreation
division and director of a number of subsidiaries of the Group. He has over
30 years experience in golf, clubs and hospitality businesses.

CHAN Chi Ming (Aged 47)

Joined in 1980, Mr CHAN is the general manager of development and
marketing division and director of a number of subsidiaries of the Group. He

has over 20 years experience in property development, sales and marketing
of real estate.

HKR INTERNATIONAL LIMITED ANNUAL REPORT 2003/2004
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Directors’ Report

Biographical Details of Directors and Senior Management
- confinued

Senior Management - confinued

CHAN Ka Leung BSc, MBA (Aged 47)

Joined in 1988, Mr CHAN is the general manager of the Group’s projects
division and director of a number of subsidiaries of the Group. He has been
a Project Engineer with over 8 years experience in Civil/Structural
Consultancy.

CHAN Yui Loon Edward FCIH, FHKIH, RPHM, BBS (Aged 66)

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
HKSAR, with over 40 years experience in property management,

CHU Ka Lok Bsc (Hons)(Aged 52)

Joined in 1988. Mr CHU is the general manager of the Group’s tfransportation
division and director of a number of subsidiaries of the Group. He is
responsible for the operation of the transport and tfunnel services in Discovery
Bay. He is a member of the Hong Kong Institute of Engineers.

Rolando P GOSIENGFIAO mBA (Aged 54)

Joined in 2000, Mr GOSIENGFIAO is the senior general manager of the
strategic investments unit. He is a director 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 business.

Michael Gerald KEEGAN (Aged 56)

Joined in 1994, Mr KEEGAN is the managing director of the Imperial Bathroom
Products group, responsible for Imperial Bathroom Products (China), Impulse
Bathroom Products Ltd (UK) and Bathroom & Kitchen Supplies Pty Ltd
(Australia). He is a fellow of the Institute of Mining, Minerals and Materials
and holds a Diploma in Management Studies. He has over 30 years
experience in the bathroom products industry.
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Directors’ Report

Biographical Details of Directors and Senior Management
- confinued

Senior Management - confinued

SHIU Jee Michael MBA, CPA (Aged 53)

Joined in 2002, Mr SHIU is the senior general manager of the Shanghai office
and director of a number of subsidiaries of the Group. 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 States 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 BA(Arch studies), BArch (Aged 50)

Joined in 1985, Mr TANG is the senior general manager of the Group’s projects
division and director of a number of subsidiaries of the Group. He 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 FIHRM(HK) (Aged 58)

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 human
resources management field.

Note: some of the above members of directors and senior management hold various

directorships in the Company’s subsidiaries and/or associates.

Convertible Securities, Options, Warrants or Similar Rights

Other than the share option scheme described below, the Company had no
outstanding convertible securities, options, warrants or similar rights as at 31 March
2004. There has been no issue or exercise of any convertible securities, options,
warrants or similar rights during the year.

HKR INTERNATIONAL LIMITED ANNUAL REPORT 2003/2004
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Directors’ Report

Directors’ Interests in Securities

As at 31 March 2004, the following directors were interested, or were deemed to
be interested in the following long positions in the shares, underlying shares of
equity derivatives and debentures of the Company or any associated corporation
(within the meaning of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) ("SFO")) which (a) were required to be notifed to the
Company and The Stock Exchange of Hong Kong Limited ("Stock Exchange")
pursuant to Divisions 7 and 8 of Part XV of the SFO; or (b) were required, pursuant

RGMIZESTRIAME AN E LB AT to section 352 of the SFO, to be entered in the register referred to therein; or (c)
were required, pursuant to the Model Code for Securities Transactions by Directors
of Listed Companies to be notified to the Company and the Stock Exchange:—

(1) &2F (1) The Company

R4 E Long positions in the shares
EERYE
Number of Ordinary Shares
HEBRITRA
Bol
Percentage
B AR REER NEIE L Hit s of Issued
Personal Family Corporate Other my Share
E=E Director Interests Interests Interests Interests Total Capital
EER CHA Chi Ming — 130,000 — 524,194,475 524,324,475 45.30
(ffzta) (ftztb) (Ffzta)
(Note a) (Note b) (Note d)
BB CHA Mou Sing Payson 2,352,860 — 2,624,600 567,323,978 572,301,438 49.45
(Kfitc) (Ffzta)
(Note ¢) (Note d)
B CHA Mou Zing Victor — — — 567,323,978 567,323,978 49.02
(Ktatd)
(Note d)
EE CHA Mou Daid Johnson — — — 575,108,970 575,108,970 49.69
(Ktatd)
(Note d)
TEXE WONG CHA May Lung — — — 574,512,120 574,512,120 49.64
Madeline (HaEd)
(Note d)
&0 | CHUNG Sam Tin Abraham 270,072 — — — 270,072 0.02
CIRiSE=Y HO Pak Ching Loretta 54,424 — — — 54,424 0.005
BIKHITEE Independent
Non-executive Director
EEE Ronald Joseph ARCULLI 241,472 — — — 241,472 0.02

EEEZXFBREEAR AR 2003/2004 F
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EECoESERD & Directors’ Interests in Securities - continued

(1) &A2F-—%& (1) The Company - continued

Mt - — Notes:—

(@) BEBROHAEERBT ETFRENLTHERSE ° (@) The shares in the Company are held by Ms LIU Bie Ju, the wife of Dr CHA Chi Ming.

(b) ERFEZARERENBEEANSETHEZ - (b) Reclassification of interest under controlled corporation to interest under discretionary
frusts.

(c) #ZEBRMHAE—FKZLEAccomplished Investments (c) The shares in the Company are held by a corporation namely Accomplished
Limited 2 )AE#FE - 2R BBESHEEZEE100% 2% Investments Limited in which the relevant director is 100% interested.

= o
g

(d) “EARQARMNHAFRFEALBI Regents Limited &#& (d) The shares in the Company are held by a corporate trustee namely LBJ Regents

FATEEMEEEmMEES - £H509,560,4550% A A & Limited for certain irrevocable discretionary trusts directly for 509,560,455 shares and
B BEZ AR EEREE 331,600 N AR R HEBES indirectly via its wholly-owned subsidiary namely Owen Gate Holdings Limited holding
& KB A 7 Owen Gate Holdings Limitedfd#&# & - 331,600 shares and its 52.24% owned subsidiary namely CDW Holdings Limited holding
72,405,057 B AR A B I 1 i 3B ELHE B 52, 24% 7 2 T 8B 72,405,057 shares in the Company of which the relevant director and his individual
A E]CDW Holdings Limitedfil#Z 454 - EEE R HE associates are members of the class of discretionary beneficiaries comprising Dr CHA
R ATHAEE T IRAMBEITZMEZEZAKE - & Chi Ming and his issue under certain but not identical discretionary frusts.

TEREEERBLIREREKE -

HKR INTERNATIONAL LIMITED ANNUAL REPORT 2003/2004
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BEECREERS & Directors’ Interests in Securities - continued
(2) HBCEE — EBRIEERERAQR (2) Associated corporation — Hanison Construction Holdings Limited
R 17 4F & Long positions in the shares
ZRREE
Number of Ordinary Shares
EERITRA
Bl
Percentage
BAES RikER NEER Hi of Issued
Personal Family Corporate Other M Share
5 Director Interests Interests Interests Interests Total Capital
BER CHA Chi Ming — 16,250 — 61,337,302 61,353,552 21.63
(Kiaza) (H#Fb) (HaFd)
(Note a) (Note b) (Note d)
EHE CHA Mou Sing Payson 294,107 — 328,075 66,728,489 67,350,671 23.74
(Kfate) (HaFd)
(Note ¢) (Note d)
B CHA Mou Zing Victor — — — 66,728,489 66,728,489 23.52
(HaFd)
(Note d)
ERE CHA Mou Daid Johnson — — — 67,701,613 67,701,613 23.87
(HaFd)
(Note d)
FEERE WONG CHA May Lung — — — 67,627,006 67,627,006 23.84
Madeline (Kfaxd)
(Note d)
&0 | CHUNG Sam Tin Abraham 33,758 — — — 33,758 0.01
ERiI=N HO Pak Ching Loretta 6,803 — — — 6,803 0.002
BIKHITEE Independent
Non-executive Director
BiERE Ronald Joseph ARCULLI 30,184 — — — 30,184 0.01
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Directors’ Report

Directors’ Interests in Securities - continued
(2) Associated corporation — Hanison Construction Holdings Limited - continued

Notes:—

(a) The shares in Hanison Construction Holdings Limited ("Hanison”) are held by Ms LIU
Bie Ju, the wife of Dr CHA Chi Ming.

(b) Reclassification of interest under controlled corporation to interest under discretionary
frusts.

(c) The shares in Hanison are held by a corporation namely Accomplished Investments
Limited in which the relevant director is 100% interested.

(d) The shares in Hanison are held by a corporate trustee namely LBJ Regents Limited for
certain irrevocable discretionary trusts directly for 59,508,048 shares and indirectly
via its wholly-owned subsidiary namely Owen Gate Holdings Limited holding 41,450
shares and its 52.24% owned subsidiary namely CDW Holdings Limited holding
9,050,632 shares in the Hanison of which the relevant director and his individual
associates are members of the class of discretionary beneficiaries comprising Dr CHA
Chi Ming and his issue under certain but not idenfical discretionary trusts.

In addition fo the above, certain directors hold non-beneficial inferests in the
share capital of some of the subsidiaries of the Company as nominee
shareholders.

Save as disclosed above, as at 31 March 2004, none of the directors were
interested, or were deemed to be inferested in the long and short positions in the
shares, underlying shares of equity derivatives and debentures of the Company
or any associated corporation (within the meaning of the SFO) which (a) were
required to be notifed to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO; or (b) were required, pursuant fo section
352 of the SFO, to be entered in the register referred to therein; or (c) were
required, pursuant to the Model Code for Securities Transactions by Directors of
Listed Companies to be notified fo the Company and the Stock Exchange.

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 tfo the Listing Rules were set
out as follows:—

HKR INTERNATIONAL LIMITED ANNUAL REPORT 2003/2004
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Directors’ Report

Directors’ Interests in Competing Business - continued

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 and property
investment. In this respect, Ms WONG is regarded to be inferested in such
competing businesses of the Group. Chinney and Hon Kwok are listed on the
Stock Exchange.

Mr CHA Mou Sing Payson and Mr CHA Mou Daid Johnson who are chairman and
non-executive director and non-executive director of Hanison Construction
Holdings Limited ("Hanison") respectively and directors of CDW Building Limited
whose businesses consist of property development and/or property investment,
estate management and property services. In this respect, both Mr CHA Mou
Sing Payson and Mr CHA Mou Daid Johnson are regarded to be inferested in
such competing businesses of the Group. Hanison is 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.

Share Option Scheme

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:—

| 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.
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Directors’ Report

Share Option Scheme - continued

Summary of the 2002 Scheme - contfinued

()

(d)

(e)

®

9)

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 adoption of the 2002 Scheme (i.e. 3 January 2002).

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.

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.

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.

Amount payable upon acceptance of the option and the period
within which the payment must be made

HKS$1.00 shall be paid within 14 days from the offer date of the option.
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RBRESTE & Share Option Scheme - continued
I —EE_FHEZRE-& I  Summary of the 2002 Scheme - continued
(h) BERTRENEEEE (h) Basis of determining the exercise price of the option
RBEZITEELETNERTI ML RS The exercise price of the option shall be no less than the higher of:—
% :
() EERATARML B HE ﬁZHiﬁFi‘%ﬁﬁﬂi () the closing price of the Shares as stated in the daily quotations
ZBROBTEB(BERAERXSAH) : sheets issued by the Stock Exchange on the date of grant, which

must be a business day;

(i) BXAREEROHBIREBRARS (i) the average closing price of the Shares as stated in the daily
At 2 E A RERIZ KL FHUk T quotations sheets issued by the Stock Exchange for the five Stock
B & Exchange business days immediately preceding the date of grant;
and
(i) WORETLBBHZEE - (i) the nominal value of a Share on the date of grant.
() BTZFH (i) Remaining life
BRIBBE—ZT_FHESTHERN  ZFTFT = The 2002 Scheme has a life of 10 years and will expire on 3 January 2012
FHEZBREFHATFIR_TE—Z_F—AH unless otherwise terminated in accordance with the terms of the 2002
—BEm - Scheme.
Il ERHZABEZFE Il Details of options granted
TEECFHEBAMUKR - WERDEARE No option was granted under the 2002 Scheme since its inception.
o
EERABEROINGES ZER Directors’ Right to Acquire Shares or Debentures

RAATRAEERNLEBBERART 2 REBIRESTE - M There has been no issue to, or exercise by, the directors of the Company of share
ARABEEBRTIMRERE  TMEAQRRESERIEAR  options under the Company’s share option scheme during the year.
NEIZ REBRETEITE T RERME

B EXFREEEIN  AARSETMMBARRAER  Save as disclosed above, at no time during the year was the Company or any of

TEETEELSTMNLHEZ2ES  BEARAQXRESE  ifts subsidiaries a party to any arrangements to enable the directors of the

HEEARDB REREMEABRB RN ELSMER ° Company to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

EEEZXFBREEAR AR 2003/2004 F



EEQHES

EERENRBERSG R s

AEERBEALNBE_TTMEF=-_A=1t—"BILFE
WET 2 ERXR S BN M MmR M 5E43 -

BIELTRE - U TRBRE - STNE=A=1+—BLLF
ERETZRSAMERS « LR EPRAIFAEE M
W —

() RETSEGH

BIEARF] 2 2 & B2 FBroad Base International
Limited ([Broad Base]) &2Cagen Holdings Limited
(ICagen]) EMingly Global Holdings Limited
(Mingly Globall) (Cagen }Mingly Global?g &
AR EREBFRE L ZHMBATI R _ZEZTF+
—ANBEIN 21T 2 8% - CagenEZRER
(B B3E) —% MBroad BaseR — L NLIFE R F
CogenRAHBEAIEELZREBAES (REBE2])
ZEBRA - EHAE— IEHHF'ﬁIH#E’\_7 ERF+=
A=+—8&Em Cogenﬁw‘% T2EpEIZEA 2
SHEERWAT

(o) HERNRBER 1% EEAM i () -

©) RBESEFEEZWH10%2 BEI 51E
3 M AR R B R S BT 180
FEEEE S8 E A E 2 S8 (O
) -

et - BRELEBHT2HHBERNERN—FEE-_TT A F
+ = A FCagenz 2518 A BT 5 25 & 22D
MERESTEBE FFEFRMBEZRASECZE
FEERFMEZ3I%

HE-_ZTTZNF=-A=1+—HLFE ZIHFF
CogenZ/,\Fh;i%]OOEF%}%E(_EE_ -

=F :9.6AEET) °$¢FEN?COgenZ
ﬁ@]ﬁﬁ‘m%\ B2 1BBEL (2T ZTF=
F | o

Directors’ Report

Directors’ Interests in Contracts and Connected Transactions

Significant transactions with related parties entered into by the Group during the
year ended 31 March 2004 are disclosed in note 43 to the financial statements.

During the year ended 31 March 2004 the following constituted connected
fransactions under the Listing Rules and are required to be disclosed in
accordance with Chapter 14A of the Listing Rules:—

(I) Revised Participation Agreement

Pursuant to the Revised Participation Agreement dated 9 November 2000
entered intfo 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 Dr CHA Chi Ming, the chairman of the
Company whereby Cagen was appointed as the manager for a fixed period
expiring on 31 December 2006, inter alia, of the retained portfolio of funds
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% this applies
up to December 2006) of the book value of the net tangible assets of the
Group as disclosed in the immediate preceding year's annual report.

The participation interest payable to Cagen for the year ended 31 March
2004 amounted to HK$10.0 million (2002/2003: HKS$9.6 million). An incentive
carried interest payable to Cagen amounted to HK$12.1 million (2002/2003:
nil).

HKR INTERNATIONAL LIMITED ANNUAL REPORT 2003/2004
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Directors’ Report

Directors’ Interests in Contracts and Connected Transactions
- continued

(I) Construction Transactions & Renovation Transactions

By virtue of Dr CHA Chi Ming, the chairman of the Company, and his issue
being among the discretionary beneficiaries of certain discretionary trusts
which together constitute a substantial shareholder of both the Company
and Hanison Construction Holdings Limited ("Hanison"). Hanison and its
subsidiaries ("Hanison Group") constitute connected persons of the Company
in respect of (a) various construction projects ("Constfruction Transactions")
and (b) various interior and renovation projects ("Renovation Transactions")
made between Hanison Group and the Company and its subsidiaries (the
"Group") and such fransactions constitfute connected transactions of the
Company in accordance with the Listing Rules.

The aggregate transaction value in respect of each of the Construction
Transactions and Renovation Transactions for the year ended 31 March 2004
amounted to HK$126.6 million and HK$0.9 million respectively (2002/20083:
HK$516.5 million and HKS$2.6 million respectively).

During the year, the Company and Hanison Group have been fransacting the
above fransactions (1) and (II) on a continuous basis that waived from strict
compliance with the relevant disclosure requirements under the formerly Chapter
14 and currently Chapter 14A of the Revised Listing Rules 2004.

In anticipation of 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 the formerly
Chapter 14 and currently Chapter 14A of the Listing Rules ("Requirements") would
be impractical. On applications by the Company, the Stock Exchange has further
granted conditional waivers from strict compliance with the Requirements in
respect of the aforesaid transactions ("Connected Transactions") for the period
ending 31 March 2007.

The directors, including the independent non-executive directors of the Company,
have reviewed the Connected Transactions described above including obtaining
a letter from the Company's auditors in respect of the factual findings on the
Connected Transactions confirmed that:—
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Directors’ Report

Directors’ Interests in Contracts and Connected Transactions
- continued

A)

®

The Connected Transactions were:—

®

@i

D)

@iv)

carried out in the ordinary and usual course of business of the Group;

conducted on normal commercial ferms or terms no less favourable
than terms available to (or from) independent third parties;

entered info in accordance with the terms of the relevant agreement
governing the Connected Transactions; and

on a fair and reasonable basis and in the interest of the shareholders of
the Company as a whole.

In respect of each of the Connected Transactions, the aggregate amount
of Connected Transactions within each such category for the year ended
31 March 2004 of the Company did not exceed the relevant cap amounts
stated below:—

a

an

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 fime.

Construction Transactions and Renovation Transactions

Construction Transactions

The higher of:—

(i) 50% of the audited consolidated turnover of Hanison Group for the
previous financial year; and

(i) HK$450 million

Renovation Transactions
HKS7 million
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EENRECANRBERZ 2R — & Directors’ Interests in Contracts and Connected Transactions -
continued
iy His (Il) Others

K7z 2 &K B A FD.B.Properties Inc.
([DBPI]) E2Castro Valley Properties, Inc.
([CVPI) ABKIE—mMBBEEIEERUNEER
A& R ME XZ R EE BThe Castro
Valley Ranchz ¥ % 2 REREH = - CVPIFA
EBREBE—NANEFELAZF+LBCVPIE
DBPIZRI v EERRIBE MM 2 B FRERE
E(82 TDBPl - B ZFBEE &I NI EEmE
MizE23(c) °» CVPITh—EEISEFE 2 HEA -
ZEAZHBETEHRBPEARAEIREEER
FHERHERE  NEZELTHENRN QR 2 HE

AAREHETFIIZEMBRARMELMIEESR
AMEFRT NS RARBZEEAL (R ET
MABUATIMED K ZES - BEEHER
ERAARBIRREARE E1THE10% A £ 2 &
ERZAT) -

B EXPREEESN  RABREEFER R
BEITVEENEPERAMREEEA RS
MR EE B AN FEREREEDAERZE
MEREH -

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 by reference to an Election and Agreement made between CVPI
and DBPI on 29 July 1997, details of which are set out in note 23(c) to
the financial statements. As CVPI is an associate of a trust, the
discretionary objects of which include Dr CHA Chi Ming, the chairman
of the Company, and his issue. Such arrangement constitutes connected
tfransaction of the Company.

The Company has a number of fransactions in relation to the provision
of financial assistance to non-wholly owned subsidiaries but none of
such fransactions involved connected persons of the Company as
defined under rule 14A.11(1) to (4) of the Listing Rules is/are (individually
or together) entitle to exercise, or control the exercise of, 10% or more
of the voting power at any general meeting of the Company.

Save as disclosed above, no contfracts 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.

FERRK Substantial Shareholders

BEZEMYN BEZ_ZTNF=ZA=+—HIEFE k% So far as is known to the directors, as at 31 March 2004, in addition to those

REXEBEZESTEZRNI  THALTEAEUTRIEZES  interests as disclosed above in respect of the directors, the following persons,

IEBIEXVER2 R FEINMBABARRBEE 2 ARTRMS K had an inferest in the following long positions in the shares and underlying shares

MEMETAEZHEBERDEFEESD  KEESBEEESE  of equity derivatives which would fall to be disclosed to the Company under the

HE{ES%E A I ERERIRGD HBEE—IBERTRAE  provisions of the Divisions 2 and 3 of Part XV of the SFO, or who was directly or

BEEmEMKERARNRERE EIREMERN) « — indirectly, interested in 5% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general meeting of any
other member of the Group:—

EEEZXFBREEAR AR 2003/2004 F
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Directors’ Report

Substantial Shareholders - continued

Long positions in the Company's shares

EERER
i=2v) Number of
Capacity Ordinary Shares

RFEARZIEEB 2 EEFAA

Trustee and interest holder 582,297,122
in controlled corporation (Mfata)
(Note a)

EmEAA
Beneficial owner 72,405,057
(KiiFc)
(Note ¢)

Notes:

e T
RAEDE
Percentage

of Issued
Share Capital

50.31

6.26

(a) The interest is a combination of interests held as frustee of certain irrevocable
discretionary frusts including inferest of corporations controlled by the frustee.

(b) The Company is a corporation controlled by LBJ Regents Limited.

(c) By virtue of the reason stated in note (b), LBJ Regents Limited is deemed to have an
interest in the 72,405,057 shares which forms part of the aforesaid 582,297,112 shares.

Donations

During the year, the Group made charitable and other donations amounting to

approximately HKS$0.6 million.

Human Resources

As at 31 March 2004, the total number of employees of the Group was

approximately 2,280 in Hong Kong and overseas.

In 2004, performance related bonus was introduced and issued in February to
reward outstanding performers. A series of training programs were conducted
to enhance feamwork which included classroom sessions and outdoor activities.
Our goals for the coming year will be to leverage our competitiveness and to

enhance employee relations.

HKR INTERNATIONAL LIMITED ANNUAL REPORT 2003/2004
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Directors’ Report

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 is no restriction against such rights under the laws in
the Cayman Islands.

Code of Best Practice and Corporate Governance

In the opinion of the directors, the Company has complied throughout the year
ended 31 March 2004 with the Code of Best Practice as set out in Appendix 14 to
the Listing Rules. In anticipation of the implementation of the Code on Corporate
Governance Practices under the Revised Listing Rules shortly, the Company is
prepared to cope with the enhanced practices to stay in the regulatory
framework.

Sufficiency of Public Float

According to information that is available to the Company, the percentage of
the Company's shares which are in the hands of the public exceeds 25% of the
Company's fotal number of issued shares.
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Directors’ Report

Audit Committee

The Audit Committee of the Board has been established since July 1998 and
currently comprises two independent non-executive directors, Dr CHENG Kar Shun
Henry (Chairman) and Mr Ronald Joseph ARCULLI. The Committee met 3 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.

Pursuant tfo the Listing Rules, the Audit Committee is going to be reformed to
comprise at least 3 members latest by 30 September 2004.

Financial Assistance given to, and Guarantees given for
Facilities granted to Affiliated Companies

As at 31 March 2004, the Group advanced to Tung Chung Station Development
Company Limited ("TCSDCL"), an aggregate amount of HK2,311.1 million and a
guarantee of HK$483.7 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$1,560.0 million. The amount of banking facilities
unftilised by TCSDCL as at 31 March 2004 amounted to HK1,560.0 million.

TCSDCL is engaged in the development of Tung Chung Station Package Il Project
in Lantau Island, Hong Kong in which the Group has 31% interest. The advances
were provided by the Group in the form of subordinated shareholders’ loans in
proportion to the Group’s shareholding interest in TCSDCL, for the purpose of
funding the working capital 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 interests accrued by TCSDCL on the subordinated
shareholders’ loans were released and discharged in the net asset value of
TCSDCL during the year ended 31 March 2003. 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.

In addition, the Group also advanced to several affiliated companies at an
aggregate amount of HK$104.3 million as at 31 March 2004.
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Directors’ Report

Financial Assistance given to, and Guarantees given for
Facilities granted to Affiliated Companies - continued

As at 31 March 2004, the aggregate amount of advances provided to and
guarantee given for these affiiated companies by the Group amounted to
HK2,864.1 million and represented 49% of the consolidated net tangible assets of
the Group of HK$5,870.3 million at 31 March 2004,

The pro forma combined balance sheet of these affiliated companies and the
Group’s attributable interest as at 31 March 2004 is as follows:

BEZEHEESER rEEEGER
Pro forma Combined Group’s
Balance Sheet Attributable Interest

B &EE T BEET

HKS'M HKS'M

1,267.3 406.9

1,640.0 510.0

(298.0) (95.6)

1,342.0 414.4

(9,199.1) (2,866.7)

(6,589.8) (2,045.4)

Auditors

A resolution will be proposed to the annual general meeting to re-appoint Deloitte
Touche Tohmatsu as auditors of the Company.

On behalf of the Board

CHA Mou Zing Victor
Managing Director

23 June 2004



