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The Board of Directors have pleasure in submitting their annual report together
with the audited financial statements for the year ended 31 March 2004.

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 96 to
101 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 11 on the financial statements.

Major customers and suppliers

For the year ended 31 March 2004, 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 in these major
customers and suppliers.

Financial statements

The profit of the Group for the year ended 31 March 2004 and the state of the
Company’s and the Group’s affairs at that date are set out in the financial
statements on pages 40 to 101.

The Board of Directors do not recommend the payment of a dividend in respect
of the year ended 31 March 2004 (2003: Nil).

Charitable donations
Donations made by the Group during the year amounted to HK$5,000 (2003:
HK$14,000).

Fixed assets

Movements in fixed assets during the year are set out in note 12 on the financial
statements.
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Share capital
Details of the movements in share capital of the Company during the year are
set out in note 23 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 Ng Chi
Keung and Mr Peter Lau Kwok Kuen 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 2004 (2003: HK$80,000).
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(a) EARDR 2B

BAER
Personal
interests
Dennis Lo Hoi Yeung 1,696,105
REHR
Ng Chi Keung 250,000
PRAK
Chan Chee Shing 90,000

MisE ©  BEZAR(D 2 Neblett Investments Limited
([Neblett]) #7 - Neblett Jy—fELAZ 5
FEBWIBESER 2 ERMEREE 2 A
A o BEIB AR FEt 2 s XY
BARDR ZERRITRBE - SIS
Neblett FT#5 48 Bk 15 2 125 o

Directors’ interests in shares

As at 31 March 2004, the interests or short positions of the directors and chief
executives of the Company and their associates in the issued share capital of
the Company and 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 by the Company pursuant to section 352 of 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 Secuities
Transactions by Directors of Listed Companies were as follows:

(a) Interests in the Company

SREERE1 TR
Shares of HK$1 each

HEBTRG
g rED
RikER ARER HithkEsm Percentage
Family Corporate Other By of total
interests interests interests Total issued shares
- - 51,984,279 53,680,384 43.26%

(note)

(PFEE)
- - - 250,000 0.20%
- - - 90,000 0.07%

Note:  These shares are held by Neblett Investments Limited (“Neblett”), a
company beneficially owned by a trust of which Mr Dennis Lo Hoi
Yeung is a discretionary object. Mr Dennis Lo Hoi Yeung, by virtue of
his interest in the trust as described above and as a Director and the
Chief Executive of the Company, is deemed to be interested in the
shares held by Neblett.
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Dennis Lo Hoi Yeung
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([Pengto]) 5% + Pengto J3—FEIAZE R 15
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(b) Interests in Fairwood Fast Food Limited

BREERY 10 t2ERERELRD
Non-voting deferred shares of HK$10 each

&8 AR Rk AEERE Hinfgs e
Personal Family  Corporate Other
interests interests interests interests Total
11,500 - - 279,357 290,857
(note)
(FF3E)

Note:  These shares are held by Pengto International Limited (“Pengto”), a
company beneficially owned by a trust of which Mr Dennis Lo Hoi
Yeung is a discretionary object. Mr Dennis Lo Hoi Yeung, by virtue of
his interest in the trust as described above and as a Director and the
Chief Executive of the Company, is deemed to be interested in the
shares held by Pengto.

All the interests stated above represent long positions.

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 executives of the Company or any of their spouses or children under
eighteen years of age to acquire benefits by means of acquisition of shares in
or debentures of the Company or any of its associated corporations within the
meaning of the SFO.

Details of directors’ and chief executives’ interests under the Company’s share
option scheme are set out in the section “Share option scheme” below.
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Share option scheme

The Company has adopted a share option scheme on 18 September 2002
under which the Directors of the Company are authorised, at their discretion,
to invite any director (including non-executive director and independent non-
executive director) or any employee of the Company or its subsidiaries or any
consultant, agent, representative, adviser, supplier of goods or services,
customer, contractor, business ally and joint venture partner to take up options
to subscribe for shares in the Company at a price which shall not be less than
the highest of (i) the nominal value of the share; (ii) the closing price of the
share as stated in the daily quotation sheet of the Stock Exchange on the date
of offer and (iii) the average closing price of the shares as stated in the daily
quotation sheets of the Stock Exchange for the 5 business days immediately
preceding the date of offer. The maximum number of shares in respect of
which options may be granted under the share option scheme must not exceed
12,335,353 shares, being 10 per cent of the issued share capital of the Company
as at 18 September 2002, the date of adoption of the share option scheme.
The maximum entitlement for any one participant under the share option
scheme shall not in any 12 month period up to the date of grant exceed one
per cent of the shares in issue.

At 31 March 2004, 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 2004 was HK$1.77) granted for HK$1 consideration
under the share option scheme of the Company. The options are unlisted.
Each option gives the holder the right to subscribe for one ordinary share of
HK$1 each of the Company.
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RITEH

BRE
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No. of
options
outstanding
at 1 April
2003

1,000,000

1,000,000

3,360,000

ERET
HERE
L
No. of
options
granted

during RERH

the year  Date granted

“TTZF

—AtR

- 7 February 2003

2=
—RtH
-7 February 2003
2=

—AtR

-7 February 2003

—ET=F

JNRTAE

200,000 4 August 2003

—ZTWE

—R7<H

1,000,000 6 January 2004

fTEERE
Exercisable period

—ZTME-A-RZ
e YR:3
+ZA=+-H
(1)

1 January 2004 to

31 December 2008
(Note 1)

—TEME-A—AZE
ZEENF
+-A=t+-H
(&£ 1)

1 January 2004 to

31 December 2008
(Note 1)

—TEME-A—AZE
—FEN\EF
+-A=t+-8
(&£ 1)

1 January 2004 to

31 December 2008
(Note 1)

“ZEMELA-AZE
ZZTNERAZTH
(FizE2)

1 July 2004 to

30 June 2009

(Note 2)

“ZTRE-A-HE
ZZTREAASTA
1 January 2005 to
30 June 2005
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HERE
B

No. of
options
exercised
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250,000

100,000

377,500

R-ZENF
=A=t-8
RTEH
BRE
L
No. of =13
options Eigidid
outstanding  Exercise
at31March  price per
2004 share
BT
750,000 HK$1
BT
900,000 HK$1
BEIT
2,542,500 HK$1
BEIT
200,000 HK$1
B 1184
1,000,000  HK$1.184

BRE BRE
RFEH fTERH
BHER AHER

KmE WHE
Closing Closing

price price
per share  per share
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before date before date

of grant  of exercise
of options  of options
BB T BEI18T

HK$0.75 HK$1.8
BEOTST EK215T

HK$0.75 HK$2.15
BE0.75T * B 2,05

HK$0.75  * HK$2.05
8097 T

HK$0.97 -
BT

HK$1.21 -
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* BN AR E RN ERETTE E B ATR T * being the weighted average closing price of the Company’s ordinary

HUTHE - shares immediately before the dates on which the options were
exercised.
BT Notes:
(1) BRSSO OEMITEAT (1) These options shall be exercisable in the following four batches:
(i) Mz —BRETR_ZTENF-A—HAZ% (i) One-fourth of the options is exercisable during the period from 1 January
—ZEEN\F+-A=t+—BHMTE 2004 to 31 December 2008;
(ii) Wiz —BRETR-_ZSTRF—A—H= (ii) One-fourth of the options is exercisable during the period from 1 January
—ZEEN\F+-_A=t+—BHETE 2005 to 31 December 2008;
(iii) Wiz —BRETR=_ZZF—A—H= (iii) One-fourth of the options is exercisable during the period from 1 January
ZZEFEN\F+A=+—HHETE: & 2006 to 31 December 2008; and
(iv) Wiy —BRETR=_ZZ+F—A—H0= (iv) One-fourth of the options is exercisable during the period from 1 January
—EEN\F+-A=t+—BHETE - 2007 to 31 December 2008.
(2) BRSO OEMITEAT (2) These options shall be exercisable in the following four batches:
(i) Mz —BRETR_TTENFLA—RAZE (i) One-fourth of the options is exercisable during the period from 1 July
—“ZEEAFENNA =1 B EIETE 2004 to 30 June 2009;
(ii) Wiy —BRETR=_ZETRF+tA—HZ= (ii) One-fourth of the options is exercisable during the period from 1 July
—“ZEEAFENNA =1 B EIETE 2005 to 30 June 2009;
(iii) Wiz —BRETR=_ZZFtA—H0= (iii) One-fourth of the options is exercisable during the period from 1 July
ZEFNFAA=ZTBEBETE & 2006 to 30 June 2009; and
(iv) Wiz —BRETR=_ZZ+F+tA—H0= (iv) One-fourth of the options is exercisable during the period from 1 July
ZEENFANA=TBEEITE - 2007 to 30 June 2009.
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The share options granted are not recognised in the financial statements until
they are exercised. The weighted average value per option granted in 2004
and 2003 estimated at the date of grant using the Black-Scholes pricing model
was HK$0.42 and HK$0.37 respectively. 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:

—gEms  —TE=F
2004 2003
3.06% 4.11%
2.22 5.92
60.35 56.17

= z

Nil Nl

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.

Apart from the foregoing, at no time during the year was the Company or any
of its subsidiaries a party to any arrangement to enable the Directors or chief
executives of the Company or any of their spouses or children under eighteen
years of age to acquire benefits by means of acquisition of shares in or
debentures of the Company or any of its associated corporations within the
meaning of the SFO.

31



EEERESE @)
Report of the Directors (continued)

RKBRREERQTRENER Substantial interests in the share capital of the Company

BREBEFROIEIBCRBEFNELCMERT - AR As at 31 March 2004, the interests or short positions of every person, other

NARRFER  BARAEERESTTHAEN  H than the directors and chief executives of the Company, in the shares and

HMALTR-_ZZNFE= A=+—BHEEAQRRMHFHE underlying shares of the Company as recorded in the register required to be

R M Em SR RO ERE T kept under Section 336 of the SFO, or as otherwise notified to the Company,
were as follows:

HER®
BEEEz  (AEBRTRG
Rty HBECEIL

Shares directly Percentage

Bt and/or of total

Note indirectly held issued shares

(i) Neblett (1) 51,984,279 41.90%
(i) ®RFIEFRAA

Jumbo Easy Limited (1) 51,984,279 41.90%

(iii) Winning Spirit International Corp (1) 51,984,279 41.90%

(iv) HSBC International Trustee Limited (2) 51,988,779 41.90%

(v) Arisaig Greater China Fund Limited (3) 10,198,000 8.22%

(vi) Arisaig Partners (Mauritius) Limited 3) 10,198,000 8.22%

(vii) Lindsay William Ernest Cooper (3) 10,198,000 8.22%

Mz Notes:

(1) WSS BRI G, - £FIEBR AR A (1) These interests represent the same block of shares. Jumbo Easy Limited was
BFRBEEREHEENAT - IMAEH Neblett 215 deemed to be interested in those shares held by Neblett in the capacity of a
AOIIE SR - AR B Neblett IR (D discretionary object of the trust which beneficially owns Neblett and as a wholly-
H#%m o Neblett —fHE Winning Spirit owned company of Mr Dennis Lo Hoi Yeung. Neblett is a company wholly-
International CorpZ & # A KA 7] ° MWinning Spirit owned by Winning Spirit International Corp, which in turn is a company wholly-
International Corp Jy—fE i HSBC International owned by HSBC International Trustee Limited in the capacity of trustee.
Trustee Limited AZFEAF N EEBMEHI AT ©

(2) SR RR R Y 51,984,279 M) B 1 STHIEE(1) AT ) 51,984,279 shares of these interests were duplicated in the interests disclosed
FERV#E AR HR © HSBC International Trustee LimitedfF in Note (1) above. HSBC International Trustee Limited was deemed to be
REHAA Neblett 2SN - R RHA interested in those shares held by Neblett in the capacity of trustee of the trust
Neblett FT#FAR (7 By % which beneficially owns Neblett.
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(3) ISR —HLAR1D - I Arisaig Greater China
Fund Limited Ez#EH ° Arisaig Partners (Mauritius)
Limited /& Arisaig Greater China Fund Limited < #%&
43 - IR A A Arisaig Greater China Fund
Limited B R MR 2 2 o

Lindsay William Ernest Cooper B#E# A Arisaig
Partners (Mauritius) Limited B9 2 =+ =2 Bzt
M8 A% A Arisaig Partners (Mauritius) Limited #3
BRRORND 2 o

VA LRl 7 PG st BT A -

B EEN  R_BENE=A=1+—H  RE&
BEHGDIE3B6HFMEMFEZ S LMATE - WEER
RARERAD FARRRD 2 B s SR A -

BEXS

RIER AT ETARA (T ETARAN]) F14ABNRE
AEBEARNERTRETIEERS (FRAXS]) -
BRRSRFEETOMERS - MIMEREETA
REFGEEERS  AfBABRSER ETRAFE14AE
BV R K

EARERERN » KREREERA T MIEBEEGRAF
([#fE]) A—IEWE - FE R Pengto 2EERHE
B+ M Pengto AR —TEU BB A ERNBERER
ZIEREERAEAR o IbIh - BB EEREKIAZREL
T RFRECESR RIVEREERARIRZYERR
WiHe RIREFIFHOT -

3) These interests represent the same block of shares and are beneficially owned
by Arisaig Greater China Fund Limited. Arisaig Partners (Mauritius) Limited is
the investment manager of Arisaig Greater China Fund Limited and was thereby
deemed to have an interest in the shares in which Arisaig Greater China Fund
Limited is interested.

Lindsay William Ernest Cooper has an indirect beneficial interest of 33 per cent
in Arisaig Partners (Mauritius) Limited and was thereby deemed to have an
interest in the shares in which Arisaig Partners (Mauritius) Limited is interested.

All the interests stated above represent long positions.

Save as disclosed above, no other interest or short position in the shares or
underlying shares of the Company were recorded in the register required to be
kept under Section 336 of the SFO as at 31 March 2004.

Connected transactions

Pursuant to Chapter 14A of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), the following connected transaction
(the "Transaction”) of the Group requires disclosure in the annual report. The
Transaction is a continuing connected transaction in respect of which the Stock
Exchange has granted conditional waivers to the Company for strict compliance
with the disclosure requirements under Chapter 14A of the Listing Rules.

During the year, Fairwood Fast Food Limited leased a property from New
Champion International Limited (“New Champion”). New Champion is wholly
beneficially owned by Pengto, a company beneficially owned by a trust of
which Mr Dennis Lo Hoi Yeung is a discretionary object. In addition, Mr Dennis
Lo Hoi Yeung and his wife, Madam Cindy Lau Shuk Ching are directors of New
Champion. Details of rent and deposits paid by Fairwood Fast Food Limited
relating to the property are as follows:

—®EnE  —TT=fF

2004 2003

BT T BT T

HK$'000 HK$'000

REFHES Rent for the year 1,215 -
R=A=+—RAZHsks Rental deposits at 31 March 330 -
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(ii) EHRZZERREERRATINGTET &

(iii) BRRZ 5 M4BT BEE10,000,0007T8 4
EEMNFEFEERABRMNZ =MEPHR
K238 -

The independent non-executive directors have reviewed and confirmed that
the Transaction is:

(i) entered into in the ordinary and usual course of business;

(ii) conducted either on normal commercial terms or on terms that are
fair and reasonable and in the interests of the shareholders of the
Company as a whole;

(iii) entered into in accordance with the terms of agreements governing
the Transaction or on terms no less favourable than those available to
or from independent third parties; and

(iv) the aggregate value of the Transaction for the year ended 31 March
2004 did not exceed the lower of HK$10,000,000 or 3 per cent of the
book value of the net tangible assets of the Group as at 31 March
2004.

The auditors of the Company have also reviewed the Transaction and confirmed
to the Board that:

(i) the Transaction has been approved by the board of directors of the
Company;

(i) the Transaction has been entered into in accordance with the terms of
the lease agreement; and

(iii) the limit of the lower of HK$10,000,000 or 3 per cent of the book
value of the net tangible assets of the Group has not been exceeded.
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Directors’ interests in contracts

Apart from the transaction disclosed in the section headed “Connection
transactions”, directors of the Company were also taken to be interested in
the transactions and contracts disclosed as follows:

(i) During the year, Fairwood Fast Food Limited leased a property from
Ms Lee Kwee Fuen, the wife of Mr Lo Fong Seong. Details of rent and
deposits paid by Fairwood Fast Food Limited relating to the property
are as follows:

—sETmE  -TE=F
2004 2003
FHET FHT
HK$'000 HK$'000
KEEHES Rent for the year 477 809
MR=ZRA=+—BZ#&£¥%&  Rental deposits at 31 March - 172
(i) RN EFRNRBETARREREGR QAT (i) During the year, New Champion agreed to grant a licence to Fairwood

& ERUREEN - EYE - KIRVERE
BRARSZITYWECHOBEE RIREFHBED

Fast Food Limited to use a storeroom in Hong Kong. Details of rent
and deposits paid by Fairwood Fast Food Limited relating to the

Nk storeroom are as follows:
—sEmE  —FTE=F
2004 2003
FEx FHT
HK$'000 HK$'000
REEHES Rent for the year 150 -
MR=ZRA=+—BZ#&£¥%&  Rental deposits at 31 March 30 -

B EXX—#pritE S - AR RSME A RN F AR AR
FREEMERE - DREEAAR R EEHGRRN
NHBEENEZAL -

Apart from the foregoing, no contract of significance to which the Company
or subsidiaries was a party and 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.
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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 2004 are set out in note 19
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 page 102 of the annual report.

Investment properties
Particulars of the investment properties of the Group are shown on page 103
of the annual report.

Retirement 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 20 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 of Hong Kong Limited in Appendix 14 to the
Listing Rules.
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Audit committee

The audit committee comprises three independent non-executive directors and
reports to the Board. The audit committee meets with the 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.
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