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HKR INTERNATIONAL LIMITED ANNUAL REPORT 2004,/2005

The directors (the “Board” or the “Directors”) have pleasure
in presenting to shareholders their report and the financial
statements of the Company and its subsidiaries (collectively,
the “Group”) for the year ended 31 March 2005.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding,
and the activities of its principal subsidiaries, associates and
jointly controlled entities are set out in note 40 to the financial
statements.

RESULTS AND DIVIDEND

Details of the results of the Group for the year ended 31 March
2005 are set out in the consolidated income statement on page
31 and the state of affairs of the Group and the Company at 31
March 2005 are set out in the consolidated balance sheet and
balance sheet on pages 32 to 33 and 34 respectively.

The Directors have recommended the declaration of a final
dividend of HK7 cents (2004: HK5 cents) per share for the
year ended 31 March 2005 to shareholders whose names
appear on the register of members of the Company on 10
August 2005. Subject to shareholders’ approval at the
forthcoming annual general meeting of the Company, the
final dividend will be paid on 1 September 2005. Together with
the interim dividend of HK3 cents per share (2004: nil), total
dividend for the year will amount to HK10 cents (2004: HK5
cents) per share.

FIVE-YEAR FINANCIAL 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 107.
This summary does not form part of the financial statements.

SEGMENT INFORMATION

Details of segment information are set out in note 4 to the
financial statements.

DIRECTORS

The directors of the Company during the year and up to the
date of this report were:

Non-executive Chairman
CHA Chi Ming (re-designated on 2 December 2004)

Executive Directors

CHA Mou Sing Payson (Deputy Chairman,)

CHA Mou Zing Victor (Managing Director)

CHEUNG Tseung Ming

CHUNG Sam Tin Abraham (also as alternate to CHA Mou Sing
Payson)

HO Pak Ching Loretta

TANG Moon Wah (appointed on 2 December 2004)



i FE B B AR AT RA ] 2004/2005 4

R

Directors’ Report

FPATE R

Eopugi (F ZFEEPEA A H i)

FAERE (B FEMELZHAE)
CRE: (R = FEHLAFANT =1 = Hi#lfE)
TS kAT g

W R AL

SREW (R ZFEFMAENLA AN HE)

MR R AT R R - CARIR A W I 5 52
Ty P A1 BR 2> w2 BT B (T B BRI D) 26
313 1) AR 24 W) 52 A AT Bl U S P 2 A AR e
PO o R A IR A L KR R
BB R Ry B Sk -

R IRACN W) 2 A AR AR A ) (T2 "I A D) 26
99ftk 2 MU > R A b R BRI A S A 2 AT
JUU 5N TS B St PSR AR K & T T o 4% RS R AR
HIEE116MR 2 B - AR £~ AR/ -
5 B W5 A R O FH S AR I AR 2 )R D
FBEAERE LR o Prf B R R &
HERFE AN WAL - AXFRIERT
Z H A EF A EAT -

TR AR ) Jitt FBE SR 4RO & B B ST 2
ME 2 B AR 2 ) AT e B 2% ] T SL AN T
T — A RTE B JH ST BE BB 2 LT (G 2 B
RSN i A2 Al # b 2 IRB A

AL\l 2 FEHUAT KO S R AT
o EAE I - L ZE IR w40 I AR 2 =] 22 B
SRR B b (E R R AT -

Non-executive Directors

CHA Mou Daid Johnson (re-designated on 2 December 2004)
WONG CHA May Lung

Madeline (re-designated on 2 December 2004)
Ronald Joseph ARCULLI (re-designated on 23 June 2005)

Independent Non-executive Directors

CHENG Kar Shun Henry
CHEUNG Kin Tung Marvin  (appointed on 16 September 2004)
Dr CHENG Kar Shun Henry and Dr CHEUNG Kin Tung
Marvin have provided to the Company their annual
confirmations of independence pursuant to rule 3.13 of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and the
Directors consider that both Dr CHENG Kar Shun Henry and
Dr CHEUNG Kin Tung Marvin continue to be independent.

In accordance with Article 99 of the Company’s articles of
association (the “Articles”), Dr CHEUNG Kin Tung Marvin
and Mr TANG Moon Wah shall hold office until the
forthcoming annual general meeting of the Company. In
accordance with Article 116 of the Articles, Dr CHA Chi Ming,
Mr Ronald Joseph ARCULLI, Mr CHEUNG Tseung Ming and
Mr CHUNG Sam Tin Abraham shall retire by rotation at the
forthcoming annual general meeting of the Company. All the
retiring directors, being eligible, have offered themselves for
re-election. Other remaining directors of the Company will
continue in office.

None of the directors offering themselves for re-election at the
forthcoming annual general meeting of the Company has a
service contract with the Company or any of its subsidiaries
which is not determinable by the Company within one year
without payment of compensation (other than statutory
compensation).

The non-executive directors and independent non-executive
directors of the Company were not appointed for a specific
term but their respective terms of office are subject to
retirement by rotation and re-election at the annual general
meetings of the Company in accordance with the Articles.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Non-executive Chairman
CHA Chi Ming GBM, JP, DBA (Hons), DSSc (Hons) (Aged 91)

Dr CHA is the founder of the Group. He became the chairman
of the Board in 1989 and was re-designated as non-executive
director of the Company in December 2004. He has been
director of a number of subsidiaries of the Group since its
inception in 1977. 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 the HKSAR in 1997. Dr CHA 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 a substantial shareholder of the Company under Part
XV of the Securities and Futures Ordinance (“SFO”).

Executive Directors
CHA Mou Sing Payson JP, DSSc (Hons) (Aged 62)

Mr CHA was appointed director of the Company in 1989 and
the deputy chairman of the Board in September 2001. He has
been serving as director of a number of subsidiaries of the
Group since its inception in 1977. Mr CHA is also the
chairman and non-executive director of the Company’s
associated corporation, Hanison Construction Holdings Limited
(“Hanison”), and an independent non-executive director of
New World Development Company Limited, both of which are
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). He has over 40 years experience in
property development. Mr CHA 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. Mr CHA is also a
director of LBJ Regents Limited, CDW Holdings Limited and
Novantenor Limited, all of which are substantial shareholders
of the Company under Part XV of the SFO.
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CHA Mou Zing Victor BA, MBA (Aged 55)

Mr CHA was appointed director of the Company in 1989 and the
managing director of the Company in September 2001. He was
also appointed the managing director of HKR Asia-Pacific Pte
Ltd in 1996 and has been serving as director of a number of
other subsidiaries of the Group with the earliest appointment
back to 1978. 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. Mr CHA is an independent non-executive director of
China Netcom Group Corporation (Hong Kong) Limited which
is listed on the Stock Exchange. 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. Mr CHA is
also a director of Novantenor Limited which is a substantial
shareholder of the Company under Part XV of the SFO.

CHEUNG Tseung Ming BSc, MBA, MAcc, MICE, MI Struct.E, CPA
(Aged 63)

Mr CHEUNG was appointed director of the Company in
September 2001. He is also the resident director of HKR Asia-
Pacific Pte Ltd in Singapore and director of a number of other
subsidiaries of the Group. Mr CHEUNG has been serving in the
Group since 1995 and is the senior general manager responsible
for the management of the Company’s hospitality subsidiaries
and related investments in the Asia-Pacific region. He is a
member of the Institute of Structural and Civil Engineers in the
United Kingdom and a member of the Hong Kong Institute of
Certified Public Accountants and CPA Australia.

CHUNG Sam Tin Abraham FCPA (Aged 59)

Mr CHUNG was appointed director of the Company in 1994 and
is also director of a number of subsidiaries of the Group. Mr
CHUNG has been serving in the Group since 1978 and is the
senior general manager responsible for the Group’s financial
and corporate secretarial matters. He is a certified public
accountant (practising) and a fellow of the Hong Kong Institute
of Certified Public Accountants, and has over 25 years experience in
financial management and property development in Hong Kong.

HO Pak Ching Loretta FCIH (Aged 58)

Ms HO was appointed director of the Company in 1994 and is
also director of a number of subsidiaries of the Group. She firstly
joined in 1979 and has been serving in the Group for 17 years.
Ms HO is the senior general manager responsible for the
Group’s real estate business. She is a fellow of the Chartered
Institute of Housing, Hong Kong Branch, and has over 35 years
experience in property development, investment and

management.
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TANG Moon Wah BA (Arch Studies), BArch (Aged 51)

Mr TANG was appointed director of the Company in December
2004 and is also director of a number of subsidiaries of the
Group. He has been serving in the Group since 1985 and is the
senior general manager of the Group’s project division
responsible for project management of real estate development
in Hong Kong and the People’s Republic of China. Mr TANG
has over 25 years extensive experience in the property
development industry. He has been a member of the Hong
Kong Institute of Architects since 1981, an Authorised Person
since 1982 and a Registered Architect since 1991.

Non-executive Directors
Ronald Joseph ARCULLI GBS, CVO, OBE, JP (Aged 66)

Mr ARCULLI was appointed director of the Company in 1989
and became an independent non-executive director since 1993
before he was re-designated as non-executive director of the
Company on 23 June 2005. He is the managing partner of
Arculli and Associates, a firm of solicitors in Hong Kong. Mr
ARCULLI is an independent non-executive director of Hang
Lung Properties Limited, SCMP Group Limited, Sino Hotels
(Holdings) Limited, Sino Land Company Limited and Tsim
Sha Tsui Properties Limited and a non-executive director of
Hongkong Electric Holdings Limited and Hutchison Harbour
Ring Limited, all of which are listed on the Stock Exchange.
He also hold directorships in other public and private
companies in Hong Kong and overseas.

CHA Mou Daid Johnson BA, MBA (Aged 53)

Mr CHA was appointed director of the Company in 1989 and
re-designated as non-executive director of the Company in
December 2004. He has been serving as director of a number
of subsidiaries of the Group with the earliest appointment
back to 1978. Mr CHA is also a non-executive director of
Hanison, an associated corporation of the Company listed on
the Stock Exchange, director/non-executive director of a
number of other public and private companies in Hong Kong
and China, and is actively participating in many non-profit
making organisations. He has over 25 years investment
management experience in Silicon Valley and Asia. Mr CHA 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 a substantial shareholder of the Company under Part
XV of the SFO.
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WONG CHA May Lung Madeline (Aged 65)

Ms WONG was appointed director of the Company in 1989 and
re-designated as non-executive director of the Company in
December 2004. She has been serving as director of a number
of subsidiaries of the Group since its inception in 1977. Ms
WONG is also director of a number of other 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. 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 director of CDW Holdings Limited and
Novantenor Limited, which are substantial shareholders of the
Company under Part XV of the SFO.

Independent Non-executive Directors

CHENG Kar Shun Henry GBS, BA, MBA, DBA (Hons), LLD (Hons)
(Aged 58)

Dr CHENG was appointed director of the Company in 1989
and re-designated as independent non-executive director of
the Company in 1993. Dr CHENG is the managing director of
New World Development Company Limited which is listed on
the Stock Exchange, and director of a number of other public
and private companies in Hong Kong and overseas.

CHEUNG Kin Tung Marvin SBS, OBE, JP, DBA (Hons) (Aged 57)

Dr CHEUNG was appointed an independent non-executive
director of the Company in September 2004. He is a fellow of
both the Institute of Chartered Accountants in England and
Wales and the Hong Kong Institute of Certified Public
Accountants. Dr CHEUNG was the chairman of the Listing
Committee of the Stock Exchange up to 17 April 2005 and
became an independent non-executive director of Hong Kong
Exchanges and Clearing Limited with effect from 12 April
2005, which is listed on the Stock Exchange. He is also an
independent non-executive director of Hang Seng Bank
Limited and Shui On Construction and Materials Limited,
both of which are also listed on the Stock Exchange.

Senior Management
Gary Michael BROWN (Aged 51)

Joined the Group in 1995, Mr BROWN is the general manager
of the recreation division and director of a number of
subsidiaries of the Group. He is responsible for the management
of the golf, marina and residents clubs in Discovery Bay. He
has over 30 years experience in golf, clubs and hospitality
businesses.

-10-
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CHAN Chi Ming BSc (Aged 48)

Joined the Group in 1980, Mr CHAN is the general manager
of development and marketing division and director of a
number of subsidiaries of the Group. He is responsible for the
development and marketing of the Group’s property portfolios
in Hong Kong. He has over 20 years experience in property
development, sales and marketing of real estate.

CHAN Yui Loon Edward FCIH, FHKIH, RPHM, BBS (Aged 67)

Joined the Group in 1999, Mr CHAN is the general manager
of city management in Discovery Bay and Discovery Park and
director of a number of subsidiaries of the Group. He is
responsible for maintaining quality property management
services in Discovery Bay, Discovery Park and other estate
property managed by the Group. He is a Registered Professional
Housing Manager of the Government of the HKSAR with over
40 years experience in property management.

CHU Ka Lok BSc (Hons), HKIE (Aged 53)

Joined the Group in 1988, Mr CHU is the general manager of
the transportation division and director of a number of
subsidiaries of the Group. He is responsible for the operation
of the land and sea transport and tunnel services in Discovery
Bay. He is a member of the Hong Kong Institution of

Engineers.
Rolando P GOSIENGFIAO MBA (Aged 55)

Joined the Group in 2000, Mr GOSIENGFIAO is the senior
general manager of the strategic investments unit and director
of a number of subsidiaries of the Group. He is responsible for
overseeing the GenRx Healthcare group, the Imperial Bathroom
Products group and the information technology department.
He has over 20 years experience in investment banking, hotels

and entrepreneurial businesses.
Michael Gerald KEEGAN (Aged 57)

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

-11-
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WONG Mo Shu Shirley FIHRM (HK) (Aged 59)

Joined the Group in 2002, Ms WONG is the general manager
of the human resources and office administration division. She
is responsible for full spectrum of human resources function,
recruitment, compensation and benefits, training and
development, and office administration. She is a fellow of the
Hong Kong Institute of Human Resource Management and
Certified Trainer for various professional management
programmes. She has over 30 years experience in the human
resources management field.

Kenneth Joseph WOODHOUSE BSc, MSc (Aged 61)

Joined the Group in 2005, Mr WOODHOUSE is the general
manager of the Group’s Discovery Bay operations. He is
responsible for coordinating and overseeing the operation of
the city management, recreation and transportation divisions
of Discovery Bay. He has over 20 years working experience in
various positions in the Government of the HKSAR and over 8
years in the private sector in Canada.

(Note:  Some of the above directors and senior management hold various

directorships in the Company’s subsidiaries and/or associated
companies.)

DIRECTORS’ EMOLUMENTS

Particulars of directors’ emoluments are set out in note 10 to
the financial statements.

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

At 31 March 2005, the following directors of the Company and
their respective associates 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 of its associated corporations (within the
meaning of the SFO) which (a) were required, pursuant to
Divisions 7 and 8 of Part XV of the SFO, to be notified to the
Company and the Stock Exchange; or (b) were required,
pursuant 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 (the “Model Code”) contained in the
Listing Rules, to be notified to the Company and the Stock
Exchange:

_12-
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(1) The Company

Long positions in shares of HK$0.25 each

HERUN
Number of Ordinary Shares .
e sk
AR
i A% KiidEs A fEs Hef fE s Percentage of
AR St Personal Family Corporate Other By Issued Share
Name of Director Capacity Interests Interests Interests Interests Total Capital
BER RBERRELZEA - 130,000 - B1944T5 524324475 45,30
CHA Chi Ming Interest of spouse and (o Vg
beneficiary of trust (Note a) (Notec)
BRE ERMA N ZHEE 9,352,860 - 2624600  567,323978 572,301,438 49.45
CHA Mou Sing Payson ERRRELZEA (Rt (Rtito
Beneficial owner, (Note b) (Note ¢)
interest of a
controlled corporation
and beneficiary
of trust
B EEZE AN - - - BB7323978 567,323,978 49,02
CHA Mou Zing Victor Beneficiary of trust (it
(Note c)
B EEZEIN - - - BTR108970 575108970 49.69
CHA Mou Daid Johnson Beneficiary of trust (it
(Note ¢)
TEER EEZE TN - - - BTRIZI 574512120 49,64
WONG CHA May Lung Beneficiary of trust (it
Madeline (Note c)
AR -t ZiDN 941472 - - - 941472 0.02
Ronald Joseph ARCULLI Beneficial owner
N -t ZiDN 270,072 - - - 270,072 0.02
CHUNG Sam Tin Abraham Beneficial owner
Tk & -t ZiDN 54,424 - - - 54,424 0.005
HO Pak Ching Loretta Beneficial owner
B -t ZiDN 121,312 - - - 121,312 0.01
TANG Moon Wah Beneficial owner
Mtat - Notes:
(a) ‘OGS mAEPFRE L2 ETRENL L (a)  The shares were held by Ms LIU Bie Ju, the wife of Dr CHA

B e
(b) B3 U5 i A RS 100% 8 2 A

Accomplished Investments LimitedfF 47 ©

()  RZSEIRMAE A T AR 2 WtE f5 5t &
% 75 LB] Regents Limited X Novantenor
Limited 2 % [ 52 i€ N EL &/ ol W] 4% 75
Ao AT B 2 T R LA ) 2 W N D
PAEMIEETT LM Z 4 AR E - Bl
L2 FCATT R IR B 2 — 5
EZHM T XA BT EERE] 2 Bk -

(b)

(c)

_13-

Chi Ming.

The shares were held by Accomplished Investments Limited,
a corporation 100% owned by Mr CHA Mou Sing Payson.

These shares were belonged to certain but not identical
discretionary trusts and were held directly and/or indirectly
by corporate trustees namely, LB] Regents Limited and
Novantenor Limited, of which the relevant directors and
their respective individual associates were members of the
class of discretionary beneficiaries of such discretionary
trusts. Please refer to the paragraph headed “Substantial
Shareholders” below for further details of the numbers of
shares held by the corporate trustees.
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(2

H Yo 5 1B — L) 490 St (2) Associated Corporation — Hanison
JE R T (H 0. 107 TC R 1 2 47 B Long posttions in shaves of HK$0.10 each
HERYHA
Number of Ordinary Shares
LB RA
ZHAR
AR PYid o Rl R JAuRER Percentage of
fE A h Personal Family Corporate Other &Y Issued Share
Name of Director Capacity Interests Interests Interests Interests Total Capital
R RBERREETREA - 20,312 - T6ETL6YT 76,691,939 91.63
CHA Chi Ming Ingerest of spouse (Wit (Wfito
and beneficiary of trust (Note a) (Notec)
434 BN ZHEEER 36763 - 410,008 83410611 84188387 93,74
CHA Mou Sing Payson VEE TSN (Wfzte) (Wfito
Beneficial owner, interest (Note b) (Note ¢)
of a controlled corporation
and beneficiary of trust
B EEEEIN - - - 83410611 83410611 93,5
CHA Mou Zing Victor Beneficiary of trust (it o)
(Note ¢)
e EEEEIN - - - 84627016 84,627,016 93.87
CHA Mou Daid Johnson Beneficiary of trust (Hfite)
(Note ¢)
THEHR EEZEIN - - - BANTHT 8458877 93,84
WONG CHA May Lung Beneficiary of trust (Hfite)
Madeline (Notec)
43 ok ZiDN 87,730 - - - 37,730 0.1
Ronald Joseph ARCULLI Beneficial owner
N .ok ZiDN 4,197 - - - 2197 0.1
CHUNG Sam Tin Abraham Beneficial owner
fim s BRBEHA 8,503 - - - 8503 0.002
HO Pak Ching Loretta Beneficial owner
Bt it - Notes:
(a) M0y i A R 2 3 B R 4 (a)  The shares were held by Ms LIU Bie Ju, the wife of Dr CHA
A e Chi Ming.
(b) MY Hh A fE R SR AE 100 % AT 2 28 T (b)  The shares were held by Accomplished Investments Limited,
Accomplished Investments Limited$¢ A ° a corporation 100% owned by Mr CHA Mou Sing Payson.
(c) XA E A T A 2 W55 5T M (c) These shares were belonged to certain but not identical

4 15 LB] Regents Limited & Novantenor
Limited Z % ] % 58 A B &/ ol W] e 5§
Ao A B 2 AR I 2 B O
ZEMR A2 AR A - Bl
ST R B 2R
AT XA T EERAR ] 2 Bk o

_14-

discretionary trusts and were held directly and/or indirectly
by corporate trustees namely, LB] Regents Limited and
Novantenor Limited, of which the relevant directors and
their respective individual associates were members of the
class of discretionary beneficiaries of such discretionary
trusts. Please refer to the paragraph headed “Substantial
Shareholders” for further details of the numbers of shares
held by the corporate trustees.
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Save as disclosed above and for certain directors holding non-
beneficial interests in the share capital of some of the
subsidiaries of the Company as nominee shareholders, at 31
March 2005, none of the directors of the Company and their
respective associates were interested, or were deemed to be
interested, in long and short positions in the shares, underlying
shares of equity derivatives and debentures of the Company or
any of its associated corporations (within the meaning of the
SFO) which (a) were required, pursuant to Divisions 7 and 8 of
Part XV of the SFO, to be notified to the Company and the
Stock Exchange; or (b) were required, pursuant to section 352
of the SFO, to be entered in the register referred to therein; or
(c) were required, pursuant to the Model Code, to be notified
to the Company and the Stock Exchange.

SHARE OPTION SCHEME

The Company’s existing share option scheme (the “2002
Scheme”) was adopted on 3 January 2002 and came into effect
on 18 January 2002. Particulars of the 2002 Scheme as
required to be disclosed under the Listing Rules are set out
below:

(1) Summary of the 2002 Scheme
(a) Purpose

The purpose is to provide the participants who have
been granted options under the 2002 Scheme to
subscribe for ordinary shares in the Company with
the opportunity to acquire proprietary interests in
the Company and to encourage the participants 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 associated
companies are eligible to participate in the 2002
Scheme.

(¢c) Maximum number of shares available for issue
A maximum number of 115,737,802 shares of the
Company may be issued upon exercise of all

options granted or to be granted under the 2002
Scheme.

_15-
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Maximum entitlement of each participant

The total number of shares of the Company issued
and to be issued upon exercise of the options
granted to each participant (including both
exercised and unexercised options) under the 2002
Scheme or any other share option scheme (if any)
adopted by the Company in any 12-month period
must not exceed 1% of the shares of the Company
in issue unless otherwise approved by the
shareholders of the Company.

Where any grant of options to a substantial
shareholder or an independent non-executive director
of the Company, or any of their respective associates
(as defined in the Listing Rules), would result in the
shares of the Company issued and to be issued upon
exercise of all options already granted and to be
granted to such person in any 12-month period up to
and including the date of the grant:

(i) representing in aggregate over 0.1% of the
shares of the Company in issue; and

(i) having an aggregate value, based on the
closing price of the shares of the Company as
stated in the daily quotations sheets issued by
the Stock Exchange on the date of grant in
excess of HK$5 million,

such grant of option shall be subject to prior
approval of the shareholders of the Company who
are not connected persons of the Company as
defined in the Listing Rules.

Period within which the shares must be taken up under
an option

An option must be exercised within 10 years from
the date on which it is granted or such shorter
period as the Board (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 the grant of an option, the Board 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.

Period open for acceptance of an option and amount
payable upon acceptance

The offer of the grant of an option (of which the
date of grant must be a Stock Exchange business
day) must be accepted within 14 days from the date
on which the offer letter is delivered to the
participant and a consideration of HK$1.0 must be
paid upon acceptance.
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(h) Basis of determining the subscription price of an option

The subscription price of an option shall be no less
than the higher of:

(i) the closing price of the shares of the Company
as stated in the daily quotations sheets issued
by the Stock Exchange on the date of grant;

(ii) the average closing price of the shares of the
Company as stated in the daily quotations
sheets issued by the Stock Exchange for the
five Stock Exchange business days immediately
preceding the date of grant; and

(iii) the nominal value of a share of the Company
on the date of grant.

(i)  Remaining life

The 2002 Scheme has a life of 10 years and will
expire on 3 January 2012 unless otherwise
terminated in accordance with the terms of the
2002 Scheme.

Details of options granted and available for grant

No option was granted under the 2002 Scheme since its
inception. The total number of shares of the Company
available for grant of options under the 2002 Scheme is
115,737,802 shares which represents 10% of the issued
share capital of the Company as at the date of this annual
report (i.e. 23 June 2005).

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year, the interests of the directors of the Company

in businesses which competed or were likely to compete, either

directly or indirectly, with the businesses of the Group as

required to be disclosed pursuant to the Listing Rules are set

out as follows:

(1

Ms WONG CHA May Lung Madeline is a director of each
of Chinney Investments, Limited and Hon Kwok Land
Investment Company, Limited whose groups’ businesses
consist of property development and property investment.
In this respect, Ms WONG was regarded as having
interests in competing businesses of the Group during
the year. Chinney Investments, Limited and Hon Kwok
Land Investment Company, Limited are both listed on
the Stock Exchange.

_17-



i FE B B AR AT RA ] 2004/2005 4

R

Directors’ Report

(2) A e A T A R ST A ) Bl G BRI )
HZ MM NTEF LI RITES
K A ¥ %5 CDW Building Limited 2 &%
$ o BB A E# & CDW Building Limited
ZEB I ERE S R K
PEE B o (R > AR e A A AR AR
e A AR AT B TR IR 7 BRA B2 R 3
BT 2 R A a0 BLUBS A R
W22 BT bl e

Br ESCPr 8 & oh > AN R E R MR AL
[ 2B L AT o] BELAS 4 [ S 5 3wl TR
Fol T REARTE T WS P A M A o

o By A 2 2 A

AN FIERA — T S F A = H R
A TR E AR N H AR W HE R
# > AT ERRE T (B PR AN R o
2% FECHE T ) 2 R A O b ST s
% B N B B 5 R I RE 27

JAAAE L RA w S R A A R 2 |
20 S HEE ) A2 s A 04T e O R

B b SCRr 8088 & oh > AL Rl el AT o B JE 2
) MU I 7 A A JBE A AT ] IR ) A 2 A T % B 2
Sy > T AR 2 ) HE 2R R R R R
A ART JFG At 72 A T 8 2 AN AR T A

Fr B 32 B B R b 2 B AR

IBE EFEFLFE=A =+ —HIEFEER
ALEEIET LT Y WA S B RLAI
SB14ATE T REAS 2 Al 2 R BRI AL Y > T
PRV TE 5% 265 T4A B A A0 T IE 52 I 48 7 A I
PERR S (TR B )) Bh® 28 ~F A1 B Bl iR B/ sl
WAHEHEZ KBUE > TR I % 30 S A7) 28 T A AR 4F i
WHETT Z %22 Y

(2) Mr CHA Mou Sing Payson and Mr CHA Mou Daid
Johnson are the chairman and non-executive director
and non-executive director of Hanison respectively and
both are directors of CDW Building Limited. The
businesses of Hanison and CDW Building Limited consist
of property investment and/or property development
and property management. In this respect, both Mr CHA
Mou Sing Payson and Mr CHA Mou Daid Johnson were
regarded as having interests in competing businesses of
the Group during the year. Hanison is listed on the Stock
Exchange.

Save as disclosed above, none of the directors of the Company
were interested in any business apart from the Group’s
businesses which competed or was likely to compete, either
directly or indirectly, with the businesses of the Group during
the year.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

The Company has a share option scheme adopted on 3
January 2002 and effected on 18 January 2002 under which
options may be granted, inter alia, to directors of the
Company. Details of the share option scheme are set out in the
paragraph headed “Share Option Scheme” above and note 27
to the financial statements.

There was no grant to, and no exercise by, the directors of the
Company of any options under the Company’s said share
option scheme during the year.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries 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.

CONTINUING CONNECTED TRANSACTIONS AND
DIRECTORS’ INTERESTS IN CONTRACTS

During the year ended 31 March 2005, the Group entered into
the following transactions which constituted continuing
connected transactions of the Company under Chapter 14A of
the Listing Rules, of which conditional waivers (the “Waivers”)
from strict compliance with the relevant disclosure and/or
shareholders’ approval requirements have been granted by the
Stock Exchange prior to the said Chapter 14A coming into
effect and hence the Waivers remain applicable to these
transactions conducted in the year:

- 18-
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Transactions under the Revised Participation Agreement

Pursuant to the revised participation agreement dated 9
November 2000 (the “Revised Participation Agreement”)
entered into 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,
chairman of the Company, Cagen was appointed for a
fixed period expiring on 31 December 2006 as the
manager of, inter alia, the retained portfolio of a fund 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 equals to 1% of the
value of the Retained Fund (see note); and

(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% (see note).

Note: The manager’s carried interest and incentive carried interest

payable to Cagen under the Revised Participation Agreement

for any one year shall not in aggregate exceed an amount
calculated by reference to 3% (applicable up to 31 December

2006) of the book value of the net tangible assets of the

Group as disclosed in the immediate preceding year’s

published audited consolidated accounts.

For the year ended 31 March 2005, the aggregate
manager’s carried interest and aggregate incentive carried
interest (including those arising from further sum or
interest, if any, placed by Broad Base) payable by Broad
Base to Cagen under the Revised Participation Agreement
amounted to HK$10.4 million and HK$4.2 million
respectively (2004: HK$10.0 million and HK$12.1 million
respectively).

Construction Transactions and Renovation Transactions

By virtue of Dr CHA Chi Ming, chairman of the Company,
and his issue being discretionary beneficiaries of certain
discretionary trusts of which the trustees are the substantial
shareholders of both the Company and Hanison, Hanison
constitutes a connected person (as defined in the Listing
Rules) of the Company, and the (a) various construction
projects (the “Construction Transactions”) and (b) various
interior and renovation projects (the “Renovation
Transactions”) conducted between Hanison and its
subsidiaries (the “Hanison Group”) and the Group have
constituted continuing connected transactions of the
Company under the Listing Rules.
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The aggregate transaction value in respect of each of the
Construction Transactions and the Renovation
Transactions for the year ended 31 March 2005 amounted
to HK$180.8 million and HK$1.4 million respectively
(2004: HK$126.6 million and HK$0.9 million respectively).

The Directors (including the independent non-executive
directors of the Company), upon receiving a letter from the
Company’s auditors in respect of the factual findings on the
continuing connected transactions described in (1) and (2)
above (collectively, the “Continuing Connected Transactions”),
have reviewed and approved the Continuing Connected
Transactions and confirmed that:

@

(ii)

The Continuing Connected Transactions conducted in
the year were carried out in accordance with the
following principles:

- in the ordinary and usual course of business of the
Group;

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

- in accordance with the terms of the relevant
agreements governing the Continuing Connected
Transactions; and

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

The respective aggregate amounts of the Continuing
Connected Transactions for the year ended 31 March
2005 did not exceed the following caps as prescribed in
the Waivers:

- All further sums or interests (if any) placed by
Broad Base under the management of Cagen in
addition to the Retained Fund and all carried
interests payable by Broad Based to Cagen in the
year did not exceed 3% of the latest audited net
tangible assets value of the Group from time to
time.

—  The aggregate amount payable by the Group in
respect of the Construction Transactions in the year
did not exceed the higher of (i) 50% of the audited
consolidated turnover of the Hanison Group for
the previous financial year (i.e. the financial year
ended 31 March 2004;) or (ii) HK$800 million.

—  The aggregate amount payable by the Group in
respect of the Renovation Transactions in the year
did not exceed HK$10 million.
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Save as disclosed above, no contracts 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.

CONTINUING DISCLOSURE REQUIREMENTS UNDER
RULE 13.22 OF CHAPTER 13 OF THE LISTING RULES

In accordance with the requirements of rule 13.22 of Chapter
13 of the Listing Rules, the followings are the details of
financial assistance and guarantees to affiliated companies of
the Company at 31 March 2005.

At 31 March 2005, the Group advanced to Tung Chung Station
Development Company Limited (“TCSDCL”) an aggregate
amount of HK$2,373.1 million and a guarantee of HK$18.6
million was 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$1,080.0
million. The amount of banking facilities utilised by TCSDCL
at 31 March 2005 amounted to HK$60.0 million.

TCSDCL is engaged in the development of Tung Chung
Station Package II 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
the beneficial shareholders of TCSDCL in a deed of release
and discharge entered into 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’ loans due by TCSDCL were released
and discharged as from 1 January 2002 until further determined
by all its beneficial shareholders at a later time. The advances
together with the accrued interests thereon, if any, are
subordinated to the banks providing the banking facilities to
TCSDCL as mentioned above.

In addition, at 31 March 2005, the Group also advanced to
several affiliated companies at an aggregate amount of HK$103.4
million.

At 31 March 2005, the aggregate amount of advances provided
to and guarantees given for these affiliated companies by the
Group amounted to HK$2,460.0 million and represented 37%
of the consolidated net tangible assets of the Group of
HK$6,648.6 million at 31 March 2005.
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A pro forma combined balance sheet of these affiliated
companies and the Group’s attributable interest in these
affiliated companies at 31 March 2005 were as follows:

i % 45 P % R B R 7 45 1 £ i 2%

Pro forma combined Group’s

balance sheet attributable interest

HEBIT HE T

(HK$°M) (HK$’M)

IE i B Non-current assets 1,088.9 346.3

) Current assets 1,292.1 405.0
i B B Current liabilities (156.3) (51.5)

it B E A Net current assets 1,135.8 353.5
I B A 1 Non-current liabilities (7,886.0) (2,456.6)
J 5 I 15 Shareholders’ deficits (5,661.3) (1,756.8)

F R SUBSTANTIAL SHAREHOLDERS

RoEFERFEZH=+—H  RIEALN AR
B SR SR XVER B 336 2 FEfF B 25
oM st st > N AL GEARN A 2 & FH ok
Bem AT BN B) R RN T 2 By B AR B By
FHER RN

TR B T 1E 0. 255 70 -1 2 4 B

At 31 March 2005, the following persons (not being a director
or chief executive of the Company) had the following interests
in the long positions in shares and underlying shares of the
Company as recorded in the register required to be kept by the
Company under section 336 of Part XV of the SFO:

Long positions in shares of HK$0.25 each

i T AT A
ZHGK
VB ¥ H Percentage of
B3R E-g7s Number of Issued
Shareholder Capacity Ordinary Shares Share Capital
LBJ Regents Limited 5 N M2 P K T HE A 148,749,876 12.85
(K i a) Trustee and interest of a (Kt 7t a)
(Note a) controlled corporation (Note a)
(Kt it o)
(Note b)
CDW Holdings Limited Hala A 72,405,057 6.26
(K & b) Beneficial owner (Kt it )
(Note b) (Note b)
Novantenor Limited 32 EEN 433,547,236 37.46
Trustee (Bt &)
(Note ¢)
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Notes:

(a) The 148,749,876 shares in which LBJ Regents Limited was interested
or deemed to be interested (including the 72,405,057 shares held
indirectly through its 52.24%
Holdings Limited) were shares held by it as corporate trustee for

owned subsidiary namely CDW

certain but not identical irrevocable discretionary trusts of which
members of the class of discretionary beneficiaries of such
discretionary trusts comprised Dr CHA Chi Ming and his issue.

(b)  CDW Holdings Limited is 52.24% owned by LBJ Regents Limited.
By virtue of the SFO, CDW Holdings Limited is a controlled
corporation of LBJ Regents Limited and the 72,405,057 shares held
by CDW Holdings Limited therefore formed part of the 148,749,876
shares in which LB] Regents Limited was interested or deemed to be
interested.

(c) The 433,547,236 shares were held by Novantenor Limited as
corporate trustee for certain irrevocable discretionary trusts, of
which members of the class of discretionary beneficiaries of such
discretionary trusts comprised Dr CHA Chi Ming and his issue.

Save as disclosed above, at 31 March 2005, no other interests
or short positions in the shares or underlying shares of the
Company were recorded in the register required to be kept by
the Company under section 336 of the SFO.

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS OR
SIMILAR RIGHTS

Other than the share option scheme described in the paragraph
headed “Share Option Scheme” above and in note 27 to the
financial statements, the Company had no outstanding
convertible securities, options, warrants or similar rights at 31
March 2005. There was no issue or exercise of any convertible
securities, options, warrants or similar rights during the year.

MANAGEMENT CONTRACT

No contract 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.

SHARE CAPITAL

There was no movement in the share capital of the Company
during the year. Details of the share capital of the Company
are set out in note 26 to the financial statements.

PURCHASE, SALE OR REDEMPTION
COMPANY’S LISTED SECURITIES

OF THE

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

Details of movements in the reserves of the Group and of the
Company during the year are set out in note 28 to the
financial statements and the consolidated statement of changes
in equity on page 35 respectively.

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.

None of the directors, any of their associates, or shareholders
of the Company (which to the knowledge of the directors, own
more than 5% of the Company’s issued share capital) had any
interest in the Group’s five largest customers.

INVESTMENT PROPERTIES AND PROPERTY, PLANT
AND EQUIPMENT

Details of changes in the investment properties and property,
plant and equipment of the Group and of the Company
during the year are set out in notes 14 and 15 to the financial
statements respectively.

PROPERTIES HELD FOR/UNDER DEVELOPMENT, SALE
AND INVESTMENT PURPOSES

Details of changes in properties held for/under development
of the Group during the year are set out in note 16 to the
financial statements.

A summary of major properties held for/under development,
sale and investment purposes is set out on pages 108 to 124.

DONATIONS

During the year, the Group made charitable and other
donations amounting to approximately HK$4.2 million (2004:
approximately HK$0.6 million).

HUMAN RESOURCES

At 31 March 2005, the Group employed a total of approximately
3,000 (2004: 2,280) staff in Hong Kong and overseas.
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The Group continues to maintain good relationship and
communication with its staff by organising staff day, annual
dinner and publishing internal newsletters. Structured staff
development programmes and training sessions are provided
to integrate the Group’s human resources management and
enhance staff skill and knowledge as a whole.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Articles although there is no restriction against such rights
under the laws of the Cayman Islands.

CORPORATE GOVERNANCE

In the opinion of the directors of the Company, the Company
has complied throughout the year ended 31 March 2005 with
the Code of Best Practice set out in Appendix 14 to the Listing
Rules, which was still in force prior to 1 January 2005 and
remains applicable to the financial year under review, except
that the non-executive directors and independent non-executive
directors of the Company were not appointed for a specific
term but are subject to retirement by rotation and re-election
at the annual general meetings of the Company in accordance
with the Articles.

Besides, the amended Appendix 14 containing the code on
corporate governance practices (the “CG Code”) has come
into effect on 1 January 2005 and is applicable to accounting
period commencing 1 January 2005. The corporate governance
practices already adopted by the Company include the following:

(1) Composition of the Board

The Company has an effective Board to assume
responsibility for leadership and control, and be
collectively responsible for directing and supervising the
Company’s affairs. The Board will meet at least 4 times in
each financial year and will meet more as necessary. The
Board met 5 times in the year.

The Board has 12 directors whose names are set out in
the paragraph headed “Directors” above.

The Board has a balanced composition of executive
directors and non-executive directors (including
independent non-executive directors) who possess skills
and experience appropriate for the requirements of the
businesses of the Group.
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Before the re-designation of Mr Ronald Joseph ARCULLI
as a non-executive director of the Company with effect
from 23 June 2005, the Board was composed of 6
executive directors, 3 non-executive directors and 3
independent non-executive directors. Only as a result of
the re-designation of Mr Ronald Joseph ARCULLI from
an independent non-executive director to a non-executive
director of the Company on 23 June 2005, the composition
of the Board was changed to 6 executive directors, 4 non-
executive directors and 2 independent non-executive
directors. The Board is fully aware of the requirement of
rule 3.10 of the Listing Rules which prescribes that a
listed company must have at least 3 independent non-
executive directors. The Board is now looking for a right
person and will appoint one additional independent

non-executive director in due course.

Separate Roles of Chairman, Deputy Chairman and
Managing Director

The Board has non-executive director, Dr CHA Chi Ming,
to take the role as chairman, and executive directors, Mr
CHA Mou Sing Payson and Mr CHA Mou Zing Victor, to
take the roles as deputy chairman and managing director,
respectively. Dr CHA Chi Ming is the father of Mr CHA
Mou Sing Payson and Mr CHA Mou Zing Victor.

Remuneration Committee

The remuneration committee of the Company was
established on 2 December 2004 and is regulated by the
terms of reference approved by the Board. According to
its terms of reference, the members of the remuneration
committee shall comprise the managing director and
three independent non-executive directors of the
Company. At the date of this report, the members of the
remuneration committee are Mr CHA Mou Zing Victor,
the managing director of the Company, and the two
independent non-executive directors namely, Dr CHENG
Kar Shun Henry and Dr CHEUNG Kin Tung Marvin. Mr
Ronald Joseph ARCULLI was the chairman and member
of the remuneration committee up to 23 June 2005 but
he ceased to be a remuneration committee member
thereof subsequent to his re-designation as a non-
executive director on 23 June 2005. The remuneration
committee met once in the year. The directors’ fees and
other emoluments for the year ended 31 March 2005
have been reviewed by the remuneration committee.
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(4) Audit Committee

The audit committee of the Company was established on
17 July 1998 and is regulated by the terms of reference
approved by the Board. According to its terms of
reference, the members of the audit committee shall be
non-executive directors with a majority (including the
chairman) be independent. At the date of this report, the
members of the audit committee are Dr CHENG Kar
Shun Henry (independent non-executive director and
chairman of the audit committee), Dr CHEUNG Kin
Tung Marvin (independent non-executive director) and
Mr Ronald Joseph ARCULLI (non-executive director).
The audit committee met twice in the year and made
recommendations to the Board on its findings. Its duties
include, inter alia, the review and supervision of the
Group’s financial reporting and internal control
procedures. The financial statements of the Group for
the year ended 31 March 2005 have been reviewed by the

audit committee.
(5) Proposed Amendments to the Articles

In order to meet certain recommendations in the CG
Code, the Board has proposed to amend, subject to
shareholders’ approval at the forthcoming annual general
meeting of the Company, certain provisions of the
Articles to bring them in line with the CG Code. Details
of the amendments to the Articles were set out in a
separate circular to shareholders.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF THE COMPANY

The Company has adopted the Model Code set out in
Appendix 10 to the Listing Rules (including amendments as
effected from time to time) as its own code of conduct to
regulate securities transactions by directors of the Company
and specified employees who, by reference to their positions
and duties, are likely to be in possession of unpublished price
sensitive information of the Group.

SUFFICIENCY OF PUBLIC FLOAT

According to information 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 total number of
issued shares.
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POST BALANCE SHEET EVENTS

Subsequent to the balance sheet date, the following post
balance sheet events took place:

(1) On 26 April 2005, the Company issued zero coupon
convertible bonds due 2010 in the aggregate principle
amount of HK$1,410.0 million. Each bond may, at the
option of the holder, be converted into fully paid
ordinary shares of the Company with a par value of
HK$0.25 each at an initial conversion price of HK$6.5
per share.

(2) The Group entered into two separate sale and purchase
agreements for acquisition and disposal of investment

properties, respectively.

Further details of the above post balance sheet events are set
out in note 39 to the financial statements.

AUDITORS

A resolution will be proposed at the forthcoming annual
general meeting of the Company to re-appoint Deloitte
Touche Tohmatsu, being eligible and offering themselves for
re-appointment, as the auditors of the Company.

On behalf of the Board

CHA Mou Zing Victor
Managing Director

Hong Kong, 23 June 2005
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