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Short position in shares
Other than as disclosed above, none of the director or the chief executive of the
Company has been notified of any other relevant interests or short positions in the
issued share capital of the Company or its underlying shares which would fall to be
disclosed to the Company under the provision of Divisions 2 and 3 of Part XV of the
SFO, or, who is, directly or indirectly, interested in five per cent. or more of the
nominal value of any class of share capital carrying rights to vote in all circumstances
at general meetings of any other member of the Company and the amount of each
such person’s interest in such securities together with particulars of any options in
respect of such capital.

SHARE OPTION SCHEME

Details of the directors’ interest in the Scheme are set out under the section Directors’

Disclosure of Interests under the heading “Long Position in Shares”.

Outstanding Share Options

Pursuant to an ordinary resolution passed at a special general meeting of the Company

on 22 October 2001, a new share option scheme (the “2001 Scheme”) was adopted

by the Company. The 2001 Scheme replaced the share option scheme adopted on 9

February 1995 (as amended on 9 December 1997) (the “1997 Scheme”). After the

adoption of the 2001 Scheme, no further options can be granted under the 1997

Scheme. No share option of the 1997 Scheme was outstanding as at 31 December

2003. There was no option granted under the 2001 Scheme since its adoption.

The Company operates the 2001 Scheme for the purpose of providing eligible

participants with the opportunity to acquire proprietary interests in the Company and

to encourage 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. All directors,

full-time employees and any other persons who, in the sole discretion of the board of

directors, have contributed or will contribute to the Group are eligible to participate in

the 2001 Scheme.

Shares which may be issued upon exercise of all options to be granted under the

2001 Scheme or any other share option scheme adopted by the Company must not

in aggregate exceed 10% of the shares of the Company in issue on the date of

adoption.
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The Company may renew this 10% limit with shareholders’ approval provided that

each such renewal may not exceed 10% of the shares in the Company in issue as at

the date of the shareholder’s approval.

The total number of shares of the Company which may be issued upon exercise of all

outstanding options granted and yet to be exercised under the 2001 Scheme or any

other share option scheme adopted by the Company must not exceed 30% of the

shares in issue from time to time.

Unless approved by shareholders of the Company, the total number of shares of the

Company issued and to be issued upon the exercise of the options granted to each

participant (including both exercised and unexercised options) under the 2001 Scheme

or any other share option scheme adopted by the Company in any 12-month period

must not exceed 1% of the shares of the Company in issue.

The period within which the options must be exercised will be specified by the

Company at the time of grant. This period must expire no later than 10 years from the

date of grant of the options. At the time of grant of the options, the Company may

specify a minimum period for which an option must be held before it can be exercised.

The offer of a grant of share options may be accepted within 14 days from the date

on which the letter containing the offer is delivered to that participant and the amount

payable on acceptance of an option is HK$1.00.

The subscription price for the shares of the Company to be issued upon exercise of

the options 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 of

Hong Kong Limited (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 business days immediately preceding the

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

grant. The subscription price will be established by the board of directors at the time

the option is offered to the participants.

No option may be granted under the 2001 Scheme after the date of the tenth

anniversary of the adoption of the 2001 Scheme.
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At 31 December 2003, no share option of the 1997 Scheme and 2001 Scheme was
outstanding. During the year ended 31 December 2003, there was no option granted
under the 1997 Scheme and the 2001 Scheme.

On 12 May 2004, the exercise price of the outstanding options and the number of
shares subject to the outstanding options were adjusted from HK$2.10 each to HK$1.91
each and 68,928,000 shares to 75,820,042.

As at 30 June 2005, options to subscribe for an aggregate of 75,270,048 shares of
the Company granted pursuant to the Scheme were outstanding.

Details are as follows :

Number of Number of Subscription price
share options  offeree per share (HK$) Option period

75,270,048 41 1.91 7 February 2004 to
 6 February 2006

Generally, the options may be exercised in different tranches within the option period.

CODE ON CORPORATE GOVERNANCE PRACTICE

In the opinion of the Board, the Company has complied with the code provisions in

the Code on Corporate Governance Practices (the “Code”) as set out in Appendix 14

of the Listing Rules during the six months ended 30 June 2005 except for the

following:

Code Provisions A4.1 and A4.2

Code A 4.1 specifies that non-executive directors should be appointed for a specific

term, subject to re-election.

Code A4.2 specifies that every director, including those appointed for a specific term,

should be subject to retirement by rotation at least once every three years.
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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 meeting in accordance

with Bye-law 87 of the Bye-laws of the Company. According to Bye-law 87 of the

Company, the Chairman and the Managing Director of the Company are not subject to

retirement by rotation. The Board will propose relevant amendments to be made to

the Bye-law of the Company at the forthcoming annual general meeting.

Code Provisions B.1

The Company has not established the remuneration committee and targets this to be

established within the financial year of 2005.

AUDIT COMMITTEE

The Audit Committee currently comprises of three independent non-executive directors

and one non-executive director of the Company as members. The function of the

Audit Committee is to assist the Board in fulfilling its duties by reviewing and supervising

the Company’s financial reporting process and internal controls. The Audit Committee

has reviewed the unaudited interim results of the six months ended 30 June 2005.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of

the Company’s listed securities during the year.




