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REerPoRT oF THE DIRECTORS

The Directors submit to the shareholders their report
together with the audited financial statements for the

year ended 30 June 2004.

PRINCIPAL ACTIVITIES

The Company operates as an investment holding
company. Principal activities of the subsidiaries are set

out in note 17 to the financial statements.

An analysis of the Group’s performance for the year by
business and geographical segments is set out in note 5

to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June
2004 are set out in the consolidated income statement

on page 41.

An interim dividend of HK1.5 cents per share, totaling

HK$1,091,000 was paid on 21 May 2004.

The Directors resolved to recommend the payment of a
final dividend of HK2.5 cents per share (2003 : Nil)
payable to shareholders whose names appear on the
register of members at the close of business on 19
November 2004, which together with the interim dividend
of HK1.5 cents per share (2003: Nil),
distribution of HK4 cents per share (2003: Nil) this year.

makes a total

After approval by the shareholders at the Annual General

Meeting, the final dividend will be paid on 17 December
2004.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the
Group for the last five financial years is set out on page

2.
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SHARE CAPITAL

Details of the movements in share capital are set out in

note 22 to the financial statements.

RESERVES

Movements in the reserves of the Company and the Group
during the year are set out in note 23 to the financial

statements.

Distributable reserves of the Company at 30 June 2004,
calculated under section 79B of the Hong Kong
Companies Ordinance, amounted to HK$177,647,000
(2003: HK$177,321,000).

FIXED ASSETS

Details of the movements in fixed assets of the Group

are set out in note 13 to the financial statements.

PROPERTIES

Details of the Group’s interest in properties are set out

on pages 105 to 108.
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MITEH  BXREMEE BANK LOANS, OVERDRAFTS AND OTHER
BORROWINGS
AREBR -_ZZWNFENA=+THZTT The amounts of bank loans, overdrafts and other
ER - -BExLHEMEEWDT : borrowings of the Group at 30 June 2004 were as follows:
&8
Group
BT T
HK$’000
RITHE X Bank overdrafts 231
RHIRITEX Long term bank loans 301,600
BREEQRIBER Advances from a related company 178,935
480,766
ANNUALL BIZHERHHT Repayment analysis:
REPORT
2004 F3 .
RHIRITEX Long term bank loans
— PR —%F — within one year 35,075
—EFEF — in the second year 236,600
—hEE=ZFEFERF — in the third to fifth years inclusive 29,925
301,600
RITHE X Bank overdrafts
— LR —%F — not exceeding one year 231
BRERRIBER Advances from a related company
— % B 7F & 3 H — no fixed repayment terms 178,935
480,766
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The Group’s debt to equity ratio was approximately 39%
(2003: 62%) expressed as a percentage of bank loans,
overdrafts and other borrowings over net assets of the
Group. The ratio of bank loans and overdrafts and
director’s advances through a related company over the
Group’s financial debts is 63% (2003: 58%) and 37%
(2003: 42%) respectively.

Most of the Group’s cash and bank balances, bank loans,
overdrafts and other borrowings were denominated in
Ringgit Malaysia and Hong Kong dollar as at 30 June
2004.

DIRECTORS

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

report were:

Executive Directors

Dr. Cecil Sze-Tsung Chao (Chairman)
Mr. Wing-Hong Tang

Ms. Connie Sau-Fun Ho

Independent Non-Executive Directors
Mr. Wing-Kit Wu
Mr. Lap-Chung Tse

Mr. John T. Hung
Mr. Graham Ka-Wai Lam

(resigned)
(resigned)

Mr. Wing-Kit Wu and Mr. Lap-Chung Tse resigned as
Independent Non-Executive Directors on 27 September
2004 and Mr. John T. Hung and Mr. Graham Ka-Wai
Lam were appointed as Independent Non-Executive
Directors on the same day. Mr. Joseph Wing Kong Leung
will be appointed as Independent Non-Executive Director

on 28 September 2004.

Mr. Wing-Hong Tang will retire at the forthcoming Annual
General Meeting and, being eligible, offer himself for re-

election.
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None of the Directors has a service contract with the
Company which is not terminable by the Company within
one year without payment of compensation, other than

statutory compensation.

DIRECTORS” AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

At 30 June 2004, the interests and short positions of the
Directors and Chief Executive in the shares of the
Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures
Ordinance (the “SFQ”), 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, were as

follows:

Ordinary shares of HK$0.1 each

(EPN 5= = E s

Personal Corporate

i Name interests interests
fiE=RL Cecil Sze-Tsung Chao 12,834,433 37,353,487
Brag - M EE IR ERATEEZ [VAE®E  Note: The shareholdings disclosed by Dr. Cecil Sze-Tsung Chao

@] IARARBZ E2RRMABRA
A FTRE Z B o

ARARWEBRTARARAES » &=
A SR A BT AR 2 R
D2 RER -

under the heading “Corporate Interests” in the above
represents the shares held by Yan Yin Company Limited,

a substantial shareholder of the Company.

The Company did not grant to the Directors, Chief
Executive or their associates any right to subscribe for

shares in the Company.
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Save as disclosed above, none of the Directors or their
associates had any interest or short position in the shares
of the Company or its subsidiaries as at 30 June 2004
that was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Companies.

At no time during the year was the Company, any of its
subsidiaries, its fellow subsidiaries or its holding company
a party to any arrangements to enable the Directors of
the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company

or any other body corporate.

INTEREST DISCLOSEABLE UNDER THE SFO
AND SUBSTANTIAL SHAREHOLDERS

At 30 June 2004, the register of interests in shares
maintained under Section 336 of the SFO shows that the

Company had not been notified of any substantial

shareholders’ interests, being 5% or more of the
Company’s issued share capital, other than those of the

Directors and Chief Executive as disclosed above.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, redeemed or sold any of the Company’s shares

during the year.

DIRECTORS’ INTERESTS IN CONTRACTS

In addition to the directors’ interests in contracts set out
in note 29 to the financial statements, Messrs. Wing-Kit
Wu and Lap-Chung Tse are partners of Messrs. Fred Kan
& Co., a firm of solicitors which provides legal services
to the Group on a continuing basis on normal commercial

terms.
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Save as disclosed above, no other contracts of significance
in relation to the Group’s business to which the Company,
any of its subsidiaries, its fellow subsidiaries or its holding
company was a party and in which a Director of the
Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time

during the year.

CONNECTED TRANSACTIONS

Details of connected transactions are set out in note 29
to the financial statements and in the above under

Directors’ interests in contracts.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Group were entered into or existed during

the year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest suppliers and the largest
supplier of the Group accounted for 81% and 41%

respectively of the Group’s total purchases.

During the year, the five largest customers and the largest
customer of the Group accounted for 60% and 49%

respectively of the Group’s total turnover.

Among the Group’s five largest suppliers, Cecil Chao &
Associates Limited, of which Dr. Cecil Sze-Tsung Chao is
a director and beneficial owner, contributed to 6% of

the Group’s total purchases.

Save as aforesaid, at 30 June 2004, none of the Directors,
their associates, or any shareholder (which to the
knowledge of the Directors owns more than 5% of the
Company’s share capital) had any beneficial interests in

the Group’s five largest customers and suppliers.



k)

AEH

il

B

EERSEEEAE
AEESEERSEEREAB ZEHEE
ABBEHNRFE23BEEF24HA o

FRN - ARARIEEKBIBETEABER
S AR A B AR A 8+ 10 2 & 1=
FER=FR] BARRIZEBIIFNITES

HEKBEARD TZ“*TZH%%E%?EZEE'J”
IME K103 MEERRBEE

mESER Lﬁﬁﬂﬁﬁ?amfi%ﬁ% °
BERZEEE
ERLZEeHEEECENASEMKE
MzestRBIRIER - WFTH 7 &R
MEES M B RmEIE - 2EERE
E-ETNFRNA=ZTHLEFE &
ZI G o

5 T

HE_TTNFAA=1THIL A&%H
HER24BET - HFM —MRER ¢¢“
A o REBMABE TRHEEMBER -

TEEFRER LR ABRKETEIHK -

il

CHEUK NANG (HOLDINGS) LIMITED &4 ( £ 8 ) & B 2 &

E E g 8 &

REerPoRT oF THE DIRECTORS

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details in respect of the Directors and
senior management of the Group are set out on pages 23
to 24.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE OF THE LISTING RULES

During the year, the Company was in compliance with
the Code of Best Practice as set out in Appendix 14 of
the Rules Governing the Listing of Securities of The Stock
Exchange of Hong Kong Limited, except that the
independent non-executive Directors of the Company are
not appointed for a specific term as they are subject to
retirement by rotation and re-election at the Annual
General Meeting of the Company in accordance with
Articles 94 and 103 of the Company’s Articles of

Association.

AUDIT COMMITTEE

The Audit Committee has reviewed with management
the accounting principles and practices adopted by the
Group and discussed auditing, internal controls and
financial reporting matters including a review of the
audited financial statements for the year ended 30 June
2004.

STAFF
As at 30 June 2004, the Group employed 24 staff. Staff

remuneration packages are normally reviewed annually.

which

include year end double pay and contributions to defined

The Group also provides other staff benefits,

contribution retirement schemes.

==
* KENE

ANNUAL

REPORT

2004 F#R



CHEUK NANG (HOLDINGS) LIMITED =& (%8 ) R4 a

o LRSS

= BLED

MR-ZT_F - AIEREENE SR KE
BRENEREE - MES e EmE
B R CRBIR ST & ATED - BB XS
B R AER AR BIAZ ELED -

B GEHHESFEN - FE =4+
A—BREEGHAEHHA G - B
BHifh e BEEMEH 2 AW
-

EHife e HSEGTEIEHA (KB
SRTED - BAE WK 5T THRKE
mo WRBAENKSARZBEREFAE
EBEIEBIE -

ANNUAL

REPORT EEE S
2004 3R HITEE
it

B —_TEENFAAZ-TLEHR

REerPoRT oF THE DIRECTORS

AUDITORS

During 2002, the former auditors, Messrs.

PricewaterhouseCoopers resigned and Messrs. Moores
Rowland, Chartered Accountants, Certified Public

Accountants, were appointed auditors of the Company.

The auditors, Messrs. Moores Rowland merged with
Messrs. Mazars on 1 October 2003 and are now practising

under the name of Moores Rowland Mazars.

A resolution will be submitted to the annual general
meeting to re-appoint Messrs. Moores Rowland Mazars,
Chartered Accountants, Certified Public Accountants, as

auditors of the Company.

On behalf of the Board
Cecil Chao

Executive Chairman

Hong Kong, 27 September 2004



