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Report of the Directors

The directors present their report and the audited financial statements
of the Company and the Group for the year ended 31 March 2005.

GROUP REORGANISATION

The Company was incorporated as an exempted company with
limited liability in the Cayman Islands on 27 August 2002 under the
Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands.

Pursuant to the Group’s reorganisation (the “Group Reorganisation”)
to rationalise the Group’s structure in preparation for the listing of the
Company’s shares on the Main Board of The Stock Exchange of the
Hong Kong Limited (the “Stock Exchange”), the Company became
the holding company of the companies now comprising the Group on
10 September 2004. Further details of the Group reorganisation and
the subsidiaries acquired pursuant thereto, are set out in notes 1 and
32 to the financial statements and the Company’s prospectus dated
30 September 2004.

On 13 October 2004, the Company completed its initial public
offering and the shares of the Company were listed on the Stock
Exchange.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of
the principal activities of the subsidiaries are set out in note 17 to the
financial statements.

RESULTS AND DIVIDENDS

The Group’s loss for the year ended 31 March 2005 and the state of
affairs of the Company and the Group at that date are set out in the
financial statements on pages 35 to 105.

The directors do not recommend the payment of any dividend in
respect of the year.
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USE OF PROCEEDS FROM THE COMPANY’S INITIAL PUBLIC
OFFERING

The proceeds from the Company’s issue of new shares at the time of
its listing on the Hong Kong Stock Exchange on 13 October 2004,
after deduction of related issuance expenses, amounted to
approximately HK$40 million. During the period from the listing of the
Company’s shares on 13 October 2004 to 31 March 2005, the Group
utilized a total of HK$34.8 million for the following purposes:

—  approximately HK$33.8 million was used for working capital for
bidding tenders of future construction projects and to finance
the construction costs for the projects of the Group; and

—  the balance of HK$1 million was applied as additional working
capital of the Group.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and minority
interests of the Group is set out on page 106 to 107 of the annual
report. This summary does not form part of the audited financial
statements.

FIXED ASSETS AND INVESTMENT PROPERTIES

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

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share
options during the year, together with the reasons therefor, 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
articles of association or the Companies Law (2004 Revision) of the
Cayman Islands which would oblige the Company to offer new shares
on a pro rata basis to the existing shareholders.
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PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES
OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
year.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 34 to the financial statements and
in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 March 2005, the Company’s reserves available for distribution,
calculated in accordance with the provisions of the Companies Law
(2004 Revision) of the Cayman Islands, amounted to
HK$136,693,000. The distributable reserves include the Company’s
share premium and capital reserve, in a total of HK$137,183,000 as
at 31 March 2005, which may be distributed, provided that
immediately following the date on which the dividend is proposed to
be distributed, the Company will be in a position to pay off its debts
as and when they fall due in the ordinary course of business.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s 5 largest customers
accounted for 97% of the total sales for the year and sales to the
largest customer included therein amounted to 49%. Purchases from
the Group’s 5 largest suppliers accounted for 77% of the total
purchases for the year and purchases from the largest supplier
included therein amounted to 29%.

None of the directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the directors, own
more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s 5 largest customers.
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DIRECTORS
The directors of the Company during the year and up to the date of
this report were:

Executive directors:

Mr. Hui Chi Yung (Chairman)
Mr. Hui Kau Mo

Mr. Yiu Kai Yeuk, Raphael

Independent non-executive directors:

Mr. Liu Kwong Sang (appointed on 6 September 2004)
Mr. Sit Hing Wah

Dr. Hu Chung Kuen, David

In accordance with articles 86(3), 87(1) and (2) of the Company’s
articles of association, Mr. Liu Kwong Sang and Dr. Hu Chung Kuen,
David will retire by rotation and, being eligible, will offer themselves for
re-election at the forthcoming Annual General Meeting. The
independent non-executive directors are appointed for a period one
year commencing from 1 September 2004.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 27 to 30 of the
annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service agreement
with the Company for an initial term of three years commencing from
1 September 2004. Each of the executive Directors is entitled to the
respective basic salaries set out below (subject to an annual
increment after each completed year of service at a rate to be
determined at the sole and absolute discretion of the board of
Directors). In addition, the executive Directors are also entitled to a
discretionary bonus as the board of Directors may in its absolute
discretion determine having regard to the performance of the
executive Director and the operating results of the Group in respect
of any financial year of the Company. An executive Director may not
vote on any resolution of the Directors regarding the amount of the
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bonus payable to him. Furthermore, the executive Directors are ZEERFERIZE - B TS EMAREE
entitled to all reasonable medical expenses as provided under the 1SFTAIRIEARE @ EEEMNEREISE
Group’s medical benefits scheme. In addition, the executive Directors BRI o BIFZEES2EBIS @ H
may, at the sole and absolute discretion of the board of Directors, be  1TEE T A ERBE AR T TEHEA 2 E
eligible to participate in any share option scheme from time to time A/ AE T 8 Z ER M AIEHF 2 EZ F B E
adopted by the Company in accordance with the terms and it2l - RITEFWE 2 ER/HFNOT -
conditions of such share option scheme. The current basic monthly

salaries of the executive Directors are as follows:

Name Amount

®A T8

(HK$)

(7&7T)

Mr. Hui Chi Yung 68,800
AEBRAE

Mr. Yiu Kai Yeuk, Raphael 139,800
R RE L 5 A

The independent non-executive Directors have been appointed for a BV IFHTE S 2 THH—_ESETWNFNA —
term of 1 year commencing from 1 September 2004. The Company B #E:T AHI14E - AR BB KB IENTT
intends to pay a director’s fee of HK$20,000 per annum to each of BEEIZNEZWEEFF20,000087T - BRES
the independent non-executive Directors. Save for the director’s fee, &9 BB IFRTEE BT e HE R
none of the independent non-executive Director is expected to IBIIEMITE ERBESITMEMBEE -
receive any other remuneration for holding their office as an

independent non-executive Director.

Apart from the foregoing, no director proposed for re-election at the BREWRELEIN  EZRERERERBFAE L
forthcoming annual general meeting has a service contract with the [ i®# (T ¥ & S #f & B AR 7 5] 3 (7] iR 75
Company which is not determinable by the Company within one year & & (AIRAR B RIEMEZTINEEZA
without payment of compensation, other than statutory  #JBR M) °

compensation.

DIRECTORS’ INTERESTS IN CONTRACTS ESCENRER

Save as disclosed in note 39 to the financial statements, no director M MR M T T EE I EENFERN
had a material beneficial interest, either directly or indirectly, in any  #E# P{E ] i 2K 2 7 3% B AT B /B A B2 5]
contract of significance to the business of the Group to which the BIRAEBEK TN EZSH P EEZNE
Company or any of its subsidiaries was a party during the year. EHREERE=ERD
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MANAGEMENT CONTRACTS

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

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

At 31 March 2005, the interests and short positions of the directors in
the share capital and underlying shares and debentures of the
Company or 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 pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:

Long position in Shares, underlying shares and debentures of the
Company or its associated corporations:

Company/name
of associated
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Name and
class of
securities/
approximate
shareholding

Name of Director corporation Capacity percentage
XAF S BHEEBRER

EEHE L E B g4 RESAEDS L
(Note 1)

(Mt&E1)

Mr. Hui Kau Mo Company Settlor/Founder of The Wing Hong 608,118,560 Shares/
Trust (Note 2) 57.15(L)

PR S AN/NE] MERTA/REETZ 608,118,5600% A% {5 /

Rich Place Investment
Limited

B (H3E2)

Settlor/Founder of The Wing Hong
Trust (Note 3)

MERTAN/REERZ
219 A (B 5E3)

57.15%(L)

1 ordinary share
100%(L)
1R 38 R
100%(L)



18

WING HONG (HOLDINGS) LIMITED
ANNUAL REPORT 2005

Report of the Directors

Name and

class of

securities/

Company/name approximate

of associated shareholding

Name of Director corporation Capacity percentage
XAT S BHEBRER

EEHE L E & B g4 RESAE DL
(Note 1)

(BiFEE1)

Mr. Hui Chi Yung Company Beneficiary of the Wing Hong 608,118,560 Shares/
Trust (Note 2) 57.15%(L)

FEBLLE PIN/NE]| BEEFEz2Z@m A (HiE2) 608,118,5600% f% 15/

Rich Place Investment

Limited
Mr. Yiu Kai Yeuk, Company
Raphael
ok B B 5T A PiN/NES

Mr. Yiu Kai Yeuk,

Beatrice Construction

Beneficiary of The Wing Hong
Trust (Note 3)
KEREFEZZm A (FF3)

Corporate interest (Note 4)

B (T EE4)

Beneficial owner

Raphael Limited
R S A EEREARRANA BEnEEA
Notes: B 5E
1. The letter “L” denotes the Director’s long position in such securities. 1.
2. These shares will be held by Rich Place Investment Limited which is wholly 2.

owned by RBTT RBTT is the trustee of The Wing Hong Trust, a discretionary trust
whose beneficiaries are the family members of Mr. Hui Kau Mo.

Mo.

which

The share is held by RBTT RBTT is the trustee of The Wing Hong Trust, a 3.
discretionary trust whose beneficiaries are the family members of Mr. Hui Kau

These shares are held by Million Honest Limited, the entire issued share capital of 4.

is held by Mr. Yiu Kai Yeuk, Raphael.

57.15%(L)

1 ordinary share
100%(L)
1R 38 R
100%(L)

68,053,440 Shares/
6.4%(L)
68,053,4400% f% 17/
6.4%(L)

96,000 ordinary shares/

10%(L)
96,000% I 18 %/
10%(L)

UFBEEENEHEFFEFR -

ZE R # B Rich Place Investment Limited #
A 1M Rich Place Investment Limited B8 RBTT &

YA - RBTT R2REXAREETZZEA
MERFEREZZBEARFHRREEZRKRKE °

I3 RBTT #7 - RBTT 22 T ALE
ERZERA  MEREEZEHART AR
EZREMRE -

ZZ WA E Milion Honest Limited # 74 ° Million

Honest Limited & #8 & 277 & AN R gk B8 28 £ 5

B o
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Save as disclosed above, none of the directors had registered an
interest or short position in the shares, underlying shares or
debentures of the Company or any of its associated corporations 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 Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Save for the share option scheme of the Company, at no time during
the year were there any rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company granted to any
director or their respective spouse or minor children, or were any
such rights exercised by them; or was the Company, its holding
company, or any of its subsidiaries or fellow subsidiaries a party to
any arrangement to enable the directors to acquire such rights in any
other body corporate.

SHARE OPTION SCHEME

Particulars of the share option scheme of the Company are disclosed
in note 33 to the financial statements. Since adoption of the share
option scheme, no share option has been granted.
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TERRREMAIRERO REERH
ZEBZRAKR

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

At 31 March 2005, the interests and short positions (other than the RZ-ZZTZERE=A=+—H  BEAQTIK
directors of the Company) of the Company recorded in the register of &5 K B E &I E 336156 BT E 2 AR F) %
interests in the shares and underlying shares of the Company, as 1 NHBRMDERELMAAEEE  KARZ
required to be kept by the Company pursuant to Section 336 of the @ MAAR (TBEARAFTZEE)WT ¢
SFO, were as follows:

At 31 March 2005, the following interests and short positions of 5% R-ZEZERAF=A=+—H ' AAFE&E1T
or more of the issued share capital and share options of the RAXZAN5%ELIA FREKE Y Nyl AR Ty
Company were recorded in the register of interests required to be  FEEERRIRIE AR A% % 5 K HIE 140 55336
kept by the Company pursuant to Section 336 of the SFO: BEFE ZEm T

Class and number
of securities/
approximate

Company/Group shareholding

Name Member Capacity percentage
NG RHEERREE

£ REAdE g 4 REHNBTD
(Note 1)

(Mt&E1)

The Wing Hong Trust Company Beneficial owner 608,118,560 Shares/
(Note 2) 57.15%(L)

RISt AN/NE] BEHERA 608,118,5600% A& 17/
(Kt 5E2) 57.15%(L)

Chin Ivan Company Beneficial owner 104,920,000 Shares/
9.86%(L)

ZiN/NES| EnfEAA 104,920,000/% f% 17/

9.86%(L)

United Century Limited Company Beneficial owner 68,628,000 Shares/
(Note 3) 6.45%(L)

AN/NE]! EnEBA 68,628,0000% % 15/

(H7E3) 6.45%(L)

Hui Chi Yang Company Corporate interest 68,628,000 Shares/
(Note 3) 6.45%(L)

R 5 PN/NE] EERE S 68,628,0000% B% 15 /
(fF5E3) 6.45%(L)
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Class and number
of securities/
approximate
Company/Group shareholding
Name Member Capacity percentage
AR/EH EHEHIREA/
£ REAT g % BRESANE DL
(Note 1)
(fiFEE1)
Million Honest Limited Company Beneficial owner 68,053,440 Shares/
(Note 4) 6.4%(L)
VIN/NE] EnlEBEA 68,053,4400% i% 1/
(Mg 7x4) 6.4%(L)
Notes: it EE -
1. The letter “L” denotes long position in such securities. 1. [LIFEERZEEFSFTIALE -
2. These shares will be held by Rich Place Investment Limited. The entire issued 2. ZEM 17§ B Rich Place Investment Limited ¥

share capital of Rich Place Investment Limited is held by RBTT, acting in its
capacity as the trustee of The Wing Hong Trust, a discretionary trust whose
beneficiaries are the family members of Mr. Hui Kau Mo.

3. The entire issued share capital of United Century Limited is owned by Mr. Hui Chi
Yang, who is the director of business development of the Group but is not a
member of the Board. Mr. Hui Chi Yang is the brother of Mr. Hui Chi Yung and a
son of Mr. Hui Kau Mo, both are executive Directors.

4. The entire issued share capital of Million Honest Limited is beneficially owned by
Mr. Yiu Kai Yeuk, Raphael.

Save are disclosed above, no person, other than the directors of the
Company, whose interests are set out in the section “Directors’
interests and short positions in shares and underlying shares” above,
had registered an interest or short position in the shares or underlying
shares of the Company that was required to be recorded pursuant to
Section 336 of the SFO.

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED
TRANSACTIONS

Connected transactions and continuing connected transactions
undertaken by the Group during the year are set out in note 39 to the
financial statements.

A ° Rich Place Investment Limited 2 &B 2 2% 17 i%
RELFEEACITARBITHE - KEETA
EREET RAATIREEZRKEKE -

3. United Century Limited 2 2 %8 B2 % 17 i% 28 B 77 &7
BREHE HREANEEEGERAE
WHEEEKE - AEHEERNTERHEE
REZBE  TARTESTFHRRLEZRT -

4. Million Honest Limited =z & #F £ %17 B 4N F3 gk BY
MEEBERESR -
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The independent non-executive directors of the Company have
reviewed and confirmed that the continuing connected transactions
entered into by the Group were () in the ordinary course of the
Group’s business either on normal commercial terms or on terms no
less favourable to the Group than terms available to or from
independent third parties; (ii) in accordance with the terms of the
agreements governing the transactions on terms that are fair and
reasonable and in the interests of the shareholders of the Company
as a whole; and (i) within the prescribed limits as set out in the
waiver letters in respect of connected transactions granted by the
Stock Exchange to the Company.

PURSUANT TO RULES 13.13 AND 13.15 OF THE LISTING
RULES

According to the latest management accounts of the Group as at 30
June 2005, the Company had accounts receivable (the “Receivable”)
due from Match Power Investment Limited, Gingerbread Investments
Limited and Hop Tai Construction Co., Ltd. (the “Customers”) of
approximately HK$120.5 million, HK$18.2 million and HK$10.8 million
respectively.

The Receivable exceeds the prescribed percentage set out in Rule
13.13 of the Listing Rules.

The Receivable of each of the Customers is receivable that arose
from the Group’s construction projects in its usual and ordinary
course of business and governed by normal commercial terms
agreed with the Customers on an arm’s-length basis. The Receivable
is unsecured. The repayment or credit terms of the Receivable are
short term and granted in line with the Group’s credit policy and on
normal commercial terms. The Group normally allows an average
credit period of 60 days and the receivable should be settled within
three months after the issue of the final account of the contract
works.

To the best of the knowledge of the directors of the Company, each
of the Customers is an independent third party that is not connected
with the connected person (as defined in the Listing Rules) of the
Company. The primary scope of business of the Customers is
property development.
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Based on the closing share price of the five trading days ended 27
July 2005 and the published audited accounts of the Company as at
31 March 2005, the Receivable exceeds 8% of one or more of the
relevant percentage ratios as set out in Rule 14.07 of the Listing
Rules:

Percentage of
Market
Capitalisation

Percentage of
Total Assets

(i) Match Power
Investment
Limited 46%

(i)  Gingerbread
Investments
Limited

(i)  Hop Tai
Construction
Co., Ltd.

199%

less than 8% 30%

less than 8% 18%
AUDIT COMMITTEE

The Company has an audit committee which was established in
compliance with Rule 3.21 of the Listing Rules for the purpose of
reviewing and providing supervision over the Group’s financial
reporting process and internal controls. The audit committee
comprises the three independent non-executive directors of the
Company.

The Audit Committee meets at least twice a year and also meets with
the Company’s external auditors to discuss the audit process and
accounting issues, and reviews the effectiveness of internal controls.
The written terms of reference which describe the authority and
duties of the Audit Committee are regularly reviewed and updated by
the board.

EMPLOYEES

As at 31 March 2005, the Group has approximately 94 employees (31
March 2004: approximately 99 employees), the majority of whom are
employed in Hong Kong. The Group remunerates its employees
based on industry practice and performance of individual employees.
The Group has a share option scheme for its staff.
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Report of the Directors

COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE

LISTING RULES

In the opinion of the board, the Company has complied with the Code
of Best Practice as set out in Appendix 14 of the Listing Rules (in
force prior to 1 January 2005) throughout the year ended 31 March

2005.

The audit committee was established with written terms of reference
which deal clearly with its authority and duties in pursuance of
Appendix 14 of the Listing Rules. Amongst the audit committee’s
principal duties are the review and supervision of the Company’s
financial reporting process and internal controls, including the review
of the audited financial statements for the year ended 31 March 2005.

MAINTAINING HIGH STANDARD OF CORPORATE GOVERNANCE
Sound corporate governance is crucial to the smooth, effective and

transparent operation of a company and

its ability to attract

investment, protect rights of shareholders and stakeholders, and
enhance shareholder value. The Company has always attached great
importance to corporate governance so as to ensure its sustainable

development.

During the year, the Company continued to comply with the Code of
Best Practice as set out in Appendix 14 of the Listing Rules issued by
the Stock Exchange. On 1 January 2005, the Code of Best Practice
was replaced by the Code on Corporate Governance Practices (the
“new Code”). Listed issuers are expected to comply with the new
Code’s provisions starting from 1 January 2005.

BOARD OF DIRECTORS

The existing board of directors of the Company consists of 3
executive directors and 3 independent non-executive directors. The 3
executive directors are Mr. Hui Chi Yung, Mr. Yiu Kai Yeuk, Raphael

and Mr. Hui

Kau Mo who have extensive experience

in the

construction industry. The executive directors meet regularly to
review and discuss management reports on the performance of the
Group, current plans and long term opportunities, and any other
issues of immediate concern. They are responsible for the day to day
management of the Group’s operations. They conduct regular

meetings with the senior

management of the Company, its

subsidiaries and associated companies, at which operational issues

and financial performance are evaluated.
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Report of the Directors

The independent non-executive directors are Mr. Liu Kwong Sang,
Mr. Sit Hing Wah and Dr. Hu Chung Kuen, David. They are
independent to the Company and do not assume any management
position in the Company. They are appointed for a specific term until
31 August 2005 and their appointment are subject to re-election
following retirement at next annual general meeting and retirement by
rotation pursuant to the bye-laws of the Company. All of them satisfy
the regulatory requirements for independence.

The Company has adopted the Model Code set out in Appendix 10 of
the Listing Rules as the code of conduct regarding securities
transactions by the directors. Having made specific enquiries of all
directors, the Company confirmed that the directors have complied
with the required standard set out in the Model Code and its code of
conduct regarding the directors’ securities transactions.

At present, an Audit Committee and a Remuneration Committee have
been set up under the board of directors.

REMUNERATION COMMITTEE

The Company’s Remuneration Committee was established on 28
December 2004 with specific terms of reference that specify its
authority and duties. The current members of the committee are Mr.
Liu Kwong Sang, Mr. Sit Hing Wah and Dr. Hu Chung Kuen, David,
the independent non-executive directors of the Company and the
executive director, Mr. Hui Chi Yung. The Remuneration Committee is
responsible for the review of the Company’s policies for the
remuneration of its directors and senior management and the making
of any recommendations in relation to such policies to the board.

INTERNAL CONTROLS

The board places great importance on internal controls and risk
management and is responsible for establishing and maintaining
adequate internal controls over financial reporting for the Company
and assessing the overall effectiveness of those internal controls.

The results of the implementation of its internal controls mechanism
are reviewed by the executive directors in order to ensure that internal
monitoring and control mechanism operate soundly, stably and
effectively.
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COMMUNICATIONS WITH SHAREHOLDERS

The objective of communications with the shareholders is to provide
our shareholders with detailed information about the Company so
they can exercise their shareholders’ rights in an informed manner.

The Company uses a range of communication tools to ensure its
shareholders are kept well informed of the Company’s key business
imperatives. These include the Company’s annual general meetings,
annual reports, interim reports, various notices, announcements and
circulars.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors of the Company, as at the
date of this report, there is sufficient public float of not less than 25%
of the Company’s issued shares as required under the Listing Rules.

ANNUAL CONFIRMATION OF INDEPENDENCE
The Company has received annual confirmation from each of the
independent non-executive directors as regards their independence
to the Company and considers that each of the independent non-
executive directors is independent to the Company.

AUDITORS

Ernst & Young were appointed as the first auditors of the Company
for the period. Emnst & Young retire and a resolution for their
reappointment as auditors of the Company will be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD
Hui Chi Yung
Chairman

Hong Kong
28 July 2005
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