DIRECTORS’ REPORT
0 6

The directors of the Company (the “Directors”) submit herewith 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 note 17 to the financial statements.

The analyses of the principal activities and geographical locations
of the operations of the Group during the financial year are set out in
note 4 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, turnover attributable to the Group’s five
largest customers accounted for less than 30% of the total turnover

for the year.

The Group is principally engaged in strategic investments and capital
market activities. In the opinion of the Directors, it is therefore of no

value to disclose details of the Group’s suppliers.

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% of the Company’s issued 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 loss of the Group for the year ended 31 March 2004 and the
state of the Company’s and the Group’s affairs as at that date are
set out in the financial statements on pages 29 to 87.

The Directors do not recommend the payment of any dividends in
respect of the year ended 31 March 2004 (2003: HK$NIil).
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FIXED ASSETS

Details of movements in fixed assets during the year are set out in
note 15 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company during

the year are set out in note 25 to the financial statements.

ACCUMULATED LOSSES AND RESERVES

Details of movements in accumulated losses and reserves of the
Company and the Group during the year are set out in note 26 to
the financial statements.

DIRECTORS

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

report were:

Executive Directors

Chan How Chung, Victor (Chairman)
Lee Huei Lin, Elizabeth

Chan Wai Kwong, Peter

Independent Non-executive Directors
Chow Siu Ngor

Ting Leung Huel, Stephen
Choy Hok Man, Constance (resigned on 29 February 2004)
In accordance with bye-law 88 of the Company’s bye-laws, Mr Chow
Siu Ngor retires and, being eligible, offers himself for re-election at
the forthcoming annual general meeting.

Mr Chow is not connected with any directors, senior management
or substantial or controlling shareholders of the Company, and he
does not have any interests in the shares of the Company within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFQO”). In accordance with the Company’s bye-laws, he is subject
to retirement by rotation and re-election and his director’s
remuneration shall be determined by the Board and subject to the

approval of the shareholders.
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DIRECTORS’ SERVICE CONTRACTS

The non-executive Directors were appointed by the Board for a term
of one year commencing on their respective dates of appointment.
Their remuneration is also determined by the Board on the
anniversary of the date of their appointment.

No Director proposed for re-election and re-appointment at the
forthcoming annual general meeting has an unexpired service
contract which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation, other
than normal statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Details of the Directors’ interests in contracts are set out in note 31
to the financial statements.

Save as disclosed above, no contract of significance to which the
Company, its holding company, its fellow subsidiaries or any of its
subsidiaries was a party, in which a Director had a material interest,
subsisted at the end of the year or at any time during the year.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS IN SECURITIES

As at 31 March 2004, the interests or short positions of the Directors
and chief executives and their associates in the shares of the
Company as recorded in the register maintained 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 Securities
Transactions by Directors of Listed Companies (the “Model Code”)

were as follows:

() Long Position in the ordinary shares of HK$0.01 each (the

“Shares”) in the Company

Name of Director Number of Shares

Type of interest
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Chan How Chung, 509,573,483 Interests in controlled corporations 29.81%
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Note: Of the 509,573,483 Shares beneficially owned by Mr Chan,
258,052,510 and 360,000 Shares were held by Mega Market
Assets Limited and Sino Success Development Corp.
respectively, both of which were wholly-owned by Mr Chan.
The remaining 234,393,973 and 16,767,000 Shares were held
by RPI Holdings Limited and REXCAPITAL International Limited
respectively, both of which were owned as to 75% by Mr Chan.
Mr Chan was taken to be interested in a total of 509,573,483
Shares under the SFO.

(i) Long Position in the 2 year 2% convertible bonds issued
on 13 December 2002 (the “2% Bonds”)

Amount of the outstanding
2% Bonds held (HK$)

fifit - mRREEEZTEA 2509,573,483A% A
B+ 258,052,5100% 5360,0008% A% 15
DRIEREEREHA 2 AFIMega
Market Assets Limited }2Sino Success
Development Corp.#% » £
234,393,973[% 16,767, 000i%i%{H * %
BIEEPR I £ #EAT75% 2 PRI Holdings
Limited 2REXCAPITAL International
Limited#578  IREREFEH REEEH - IR
TR AR A $£600,573,483[% A% (7
BB -

(i) R-BB-FF+_A+=HABTZME2
Eu#RES (2EEH]) 2FE

Name of Director FaEREEZ Nature of interest

EEpAg 2% EFEHRE (B T) Rz ER

Mr Chan 45,000,000 Interests in a controlled corporation

BRI (Note) RS AT ER
(#fat)

Note: These 2% Bonds were held by RPI Holdings Limited. Mr Chan
was taken to be interested in the 2% Bonds by virtue of his
beneficial interest in 75% of the entire issued share capital of
RPI Holdings Limited.

Save as disclosed above, as at 31 March 2004, none of the Directors
or chief executives, nor their associates, had any interests or short
positions in the 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.
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SHARE OPTIONS

The following is a summary of the principal terms of the share option
scheme adopted by the Company on 29 July 2002 (the “Scheme”).

The purpose of the Scheme is to enable the Company to grant
options to employees, executives or officers of the Company or any
of its subsidiaries and other persons who have made a contribution
to the Group as incentives and/or rewards for their contributions to
the Company or its subsidiaries.

According to the Scheme, the Board may grant options to the eligible
participants as defined in the Scheme to subscribe for such number
of shares as the Board may determine. Options granted should be
accepted within 30 days from the date of offer. Upon acceptance of
the options, the grantee shall pay HK$1 to the Company by way of

consideration for the grant.

The exercise price of options shall be determined by the Board,
save that such price will not be less than the highest of (a) the closing
price of the shares as stated in the Stock Exchange’s daily quotations
sheet on the date of grant, which must be a business day; (b) the
average of the closing prices of the shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days
immediately preceding the date of grant; or (c) the nominal value of
a share.

The maximum number of shares which may be issued upon exercise
of all options to be granted under the Scheme and any other share
option scheme(s) of the Company must not exceed 10% of the
issued share capital of the Company on the date of approval and
adoption of the Scheme provided that the Company may at any
time seek approval from its shareholders to refresh the limit to 10%
of the shares in issue as at the date of approval by the shareholders
in general meeting where such limit is refreshed. Options previously
granted under any share option schemes of the Company (including
those outstanding, cancelled, lapsed in accordance with such
schemes or exercised options) will not be counted for the purpose

of calculating the limit as refreshed.
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The total number of shares issued and which may fall to be issued
upon exercise of the options granted under the Scheme and any
other share option scheme(s) of the Company (including exercised
and outstanding options) to each eligible participant in any 12-month
period up to the date of grant shall not exceed 1% of the shares in
issue as at the date of grant. Options granted to substantial
shareholders or independent non-executive Directors or their
respective associates (as defined in the Listing Rules) in excess of
0.1% of the Company’s issued share capital on the date of grant or
with a value in excess of HK$5 million must be approved in advance
by the Company’s shareholders.

The period during which an option may be exercised will be
determined by the Board at its absolute discretion, save that no
options can be exercised more than 10 years after it has been
granted. There is no general requirement that an option must be
held for any minimum period before it can be exercised. The Scheme
will expire on 29 July 2012.

At 31 March 2004, no Director had any interests in options to
subscribe for shares of the Company. During the year ended 31
March 2004, 80,585,030 number of share options were granted
under the Scheme. The Directors do not consider it appropriate to
disclose a theoretical value of the share options granted during the
year because in the absence of a readily available market value of
the share options on the ordinary shares of the Company, any
calculation of the value of options ascertained on various theoretical
bases and subjective assumptions will not be meaningful and may

be misleading to shareholders in the circumstances.
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The movements in share options granted under the Scheme during

the year are shown below:

RAFAF AT TR LBEE 2T

Number of options
BREHA

At At Date  Exercise
Name of 1 April Granted Exercised Lapsed 31 March of grant  price per
category of 2003 during during during 2004 of options share (HK$) Exercisable
participant RZEZ=F  theyear theyear theyear RZZEEME BRE SRIEE period
SEAERER mA-B FARH FRIE FREAM=ZA=+-B BHAH (Br) WTEDHE
Total employees - 48,351,018  (48,351,018) - - 2/1/2004 0.16 2/1/2004
EEA# -1/1/2014
Other €ligible participants - 32,234,012 - - 32,234,012 2/1/2004 0.16 2/1/2004
HitaERBEAL -1/1/2014
Total 21 - 80,585,030  (48,351,018) - 32,234,012
ARRANGEMENTS TO ACQUIRE SHARES OR BERMSESF2Z2ZTH

DEBENTURES

Save as disclosed above, at no time during the year was the
Company, its holding company, its fellow subsidiaries or any of its
subsidiaries a party to any arrangement to enable the Directors to
acquire benefits by means of the acquisition of shares in, or

debentures of, the Company or any other body corporate.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

Pursuant to Rule 8.10(2) of the Listing Rules, details of the interests
held by the Directors in business which is considered to compete or
are likely to compete, either directly or indirectly, with the business

of the Group, are disclosed as follows:

Name of company

NAER

EERNGFUEREP 2 ER

1R1E AR AIZE8.10(2) 6 - EEATHA T EsK
AR E RN Y EHS
RSEEBNT -

Competing business

BFEER

REXCAPITAL Finance Limited (‘RFL’)
HREEFRAR (MH%RFEE])

RPI Finance Limited (*RPI’)
HEBBERAF (M%)

TKR Finance Limited (“TKR”)
SEHEFEBERAT ([REHRMB])

Mr Chan How Chung, Victor is a director of the above companies
and is deemed to be their substantial shareholder. Miss Lee Huei
Lin, Elizabeth is a director of these companies. The terms and
conditions of the financing loans of each of RFL, RPI and TKR are
market driven and agreed at arm'’s length between the borrowers
and the financiers. When making decisions on the above competing
businesses, the relevant Directors, in the performance of their duties
as directors of the Company, have acted and will continue to act in
the best commercial interest of the Group.
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SUBSTANTIAL SHAREHOLDERS

As at 31 March 2004, the interests or short positions of the following R -ZZWMF=HF=+—H
P s

AR RIRIERE

parties in the shares of the Company as recorded in the register ~ &HEAE1EHI533615B1FE 2 Bl - T
required to be kept by the Company pursuant to Section 336 of the ~ F A RAR RGPS ZEZSCARNT ¢

SFO were as follows:

Long Position in the Shares

Name of shareholder Number of Shares

Type of interest

RRGD 2R

Percentage of

issued share capital

RREHE R{BE R AR HEBRITRABSLE
Mega Market Assets Limited 258,052,510 Beneficial owner 15.10%
(Note a) BEmEEA
(Ftata)
RPI Holdings Limited 234,393,973 Beneficial owner 13.71%
(Note b) EnEAA
(Hiztp)
Notes: Bt -

a.  Mega Market Assets Limited is wholly-owned by Mr Chan. Theinterest a.  Mega Market Assets Limited g3 BR %t 4 2 & #

disclosed herein represents part of the 509,573,483 Shares in which
Mr Chan was taken to be interested as disclosed in the paragraph

headed “Directors’ and Chief Executives’ Interests in Securities” above.

B iL?ﬁExZﬁEﬁnB%tXfé%&E 1T
ANBrEEER] S EEEREE R A
WA 2509 573,483k n 2 Ep—3bMD -

b. RPI Holdings Limited is owned as to 75% by Mr Chan. The interest  b.  RPIHoldings Limited FR 5t AE B 75% 1 45 ©

disclosed herein represents part of the 509,573,483 Shares in which

i EI RSN AN EEREETHALS

Mr Chan was taken to be interested as disclosed in the paragraph 2 BHER] TR RE AR AR RS

headed “Directors’ and Chief Executives’ Interests in Securities” above.

2 509,573,483/ 1H 2 A —EB (5 ©

Save as disclosed above, the register required to be kept under B ECATHEEE SN « IRIEFZH R EAEKFI5336
section 336 of the SFO shows that as at 31 March 2004, the KEF ELMAER RZZTWF=H=
company had not been notified of any other person who had an ~ +—H » ZAQ B EEME EAE M A THA

interest or short position in the shares and underlying shares of the

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

The Company and its subsidiaries have not purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 March 2004.

CONNECTED TRANSACTIONS

Particulars of connected transactions of the Company and the Group
during the year ended 31 March 2004 are set out in note 31 to the
financial statements. Other than as disclosed therein, there was no
other connected transaction of the Company and the Group during
the year ended 31 March 2004.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Company
and the Group as at 31 March 2004 are set out from notes 22 to 24
to the financial statements.

FIVE YEAR FINANCIAL SUMMARY

A summary of the consolidated results and of the assets and liabilities
of the Group for the last five financial years is set out on pages 88
and 89.

RETIREMENT BENEFIT SCHEMES

Particulars of the retirement benefit schemes of the Group are set
out in note 32 to the financial statements.

PRE-EMPTIVE RIGHTS

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

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

The Company has compiled throughout the year ended 31 March
2004 with the Code of Best Practice as set out in Appendix 14 of
the Listing Rules.

AUDIT COMMITTEE

The audit committee of the Company consisted of Mr Chow Siu
Ngor and Mr Ting Leung Huel, Stephen, the two independent non-
executive Directors. The primary duties of the audit committee are
to review the financial reporting process and internal control system
of the Group.

AUDITORS

KPMG resigned as auditors of the Company on 11 November 2003.
Grant Thornton were appointed subsequently on 14 January 2004.
Grant Thornton retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of Grant Thornton

is to be proposed at the forthcoming annual general meeting.

By order of the Board

Chan How Chung, Victor
Chairman

Hong Kong, 29 July 2004
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