REPORT OF THE DIRECTORS

The directors herein present their report and the audited financial
statements of the Company and the Group for the year ended 31
December 2002.

Principal activities

The principal activity of the Company consists of investment holding.
Details of the principal activities of the principal subsidiaries are
set out in note 15 to the financial statements. There were no changes

in the nature of the Group's principal activities during the year.

Results and dividends

The Group's loss for the year ended 31 December 2002 and the
state of affairs of the Company and the Group at that date are set
out in the financial statements on pages 24 to 87.

The directors do not recommend the payment of any dividend in

respect of the year.

Summary financial information

A summary of the results and of the assets, liabilities and minority
interests of the Group for the last five financial years, as extracted
from the Company's published audited financial statements and

reclassified as appropriate, is set out below.

The new and revised Statements of Standard Accounting Practice,
as further detailed in note 2 to the financial statements, have had
no significant impact on the amounts previously recorded in the
financial statements.
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REPORT OF THE DIRECTORS

RESULTS ESE
Year ended 31 December
BETZAZT—HILAE

2002 2001 2000 1999 1998

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Tt Tt Tt Tt Tt

TURNOVER RS 62,631 77869 143,765 40,333 119,346
LOSS BEFORE TAX BREATEE (113,327) (46,500) (154,424) (31,612) (245,790)
Tax IR (2,671) 1,188 4,621 (667) 943

LOSS BEFORE MINORITY Rt DBIRER

INTERESTS ELAER (115,998) (45,312) (149,803) (32,279) (244,847)
Minority interests VYRR RS 20 (754) (1,804) 836 2,927

NET LOSS ATTRIBUTABLE ~ BRERFE(L

TO SHAREHOLDERS BREE (115,978) (46,066)  (151,607) (31,443)  (241,920)
ASSETS, LIABILITIES AND MINORITY INTERESTS EE  AERSBRRER

As at 31 December
Rt+ZH=+—H
2002 2001 2000 1999 1998
HK$’000 HK$’000 HK$’000 HK$’000 HKS$°000
T T#5T T T T

TOTAL ASSETS HEE 1,866,391 1,751,340 1,997391 2,165,597 2,067,751

TOTAL LIABILITIES mes (605,482)  (5620,789) (522,564) (590,199) (628,160)
MINORITY INTERESTS DPBRREDR (2,090) (2,186) 3,023 5,145 4,347
NET ASSETS EEFE 1,258,819 1,228,365 1,477850 1,580,643 1,443,938
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REPORT OF THE DIRECTORS

Fixed assets and property held for future
development

Details of movements in the fixed assets and property held for
future development of the Group are set out in notes 13 and 14 to

the financial statements, respectively.

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 27 to the financial statements.

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

to offer new shares on a pro rata basis to existing shareholders.

Reserves

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

Distributable reserves

At 31 December 2002, the Company's reserves available for
distribution calculated in accordance with the provisions of the
Companies Act 1981 of Bermuda (as amended) amounted to
HK$987,096,272. In addition, the Company's share premium
account, in the amount of HK$196,894,700, may be distributed in

the form of fully paid bonus shares.

Charitable contributions
During the year, the Group made charitable contributions totalling
HK$46,100 (2001: HK$102,500).
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REPORT OF THE DIRECTORS

Major customers and suppliers

In the year under review, sales to the Group's five largest customers
accounted for less than 30% (2001: less than 30%) of the total
sales for the year.

Purchases from the Group's five largest suppliers accounted for
less than 30% (2001: less than 30%) of the total purchases for the
year.

Directors

The directors of the Company during the year were:

Executive directors:
Cheong Pin Chuan, Patrick
Cheong Kim Pong
Cheong Pin Seng

Cheong Sim Eng

Independent non-executive directors:
Kan Fook Yee
Lai Hing Chiu, Dominic

Non-executive director:
Lim Ghee

In accordance with bye-law 87 of the Company'’s bye-laws, Mr. Lai
Hing Chiu, Dominic and Madame Lim Ghee will retire and, being
eligible, will offer themselves for re-election at the forthcoming

annual general meeting.

Directors’ service contracts

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which is
not determinable by the Company within one year without payment

of compensation, other than statutory compensation.
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REPORT OF THE DIRECTORS

Directors’ rights to acquire shares
The Company operates a share option scheme further details of
which are set out in note 27 to the financial statements.

Apart from as disclosed under the share option schemes in note
27 to the financial statements, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement to
enable the Company'’s directors, their respective spouse or children
under 18 years of age to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other body

corporate.

Directors’ interests in shares

At 31 December 2002, the interests of the directors in the share
capital of the Company or its associated corporations as recorded
in the register maintained by the Company pursuant to Section 29
of the Securities (Disclosure of Interests) Ordinance (the “SDI
Ordinance”) were as follows:

(i) Interests in the Company

Name of director

EREY

Cheong Pin Chuan, Patrick  £&i#42
Cheong Kim Pong EeE
Cheong Pin Seng S5 % %
Cheong Sim Eng fEpe g
Lim Ghee woE

Note: These directors were deemed to have corporate interests in the shares
in the Company by virtue of their beneficial interests in the shares in
Hong Fok Corporation Limited, a substantial shareholder of the

Company.

The interests of the directors in the share options of the
Company are separately disclosed in the section headed

“Directors’ rights to acquire shares” above.
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REPORT OF THE DIRECTORS W ER e

Directors’ interests in shares (CONTINUED) HHRZ B ()

(ii) Interests in an associated corporation - Hong Fok (i) R—REBEATN—BMEBEXEERLA
Corporation Limited (“HFC”) (MEREXE] 2 #%

Number of shares held and nature of interest

B B An S H B s it L
Name of director Corporate Personal Family Other
HHEH A ] TN Kk HAty
Note (a) Note (b)
FifiE (a) Bt (b)
Cheong Pin Chuan, Patrick  §&izé2 88,054,912 5,163,140 1,125,300 121,336,000
Cheong Kim Pong EeE 88,054,912 2,571,980 503,000 121,336,000
Cheong Pin Seng A% 88,048,312 2,752,376 101,200 121,336,000
Cheong Sim Eng sELL 21,877512 56,837,000 207,000 121,336,000
Lim Ghee w o® - 6,619,092 - 121,336,000
Notes: B & -
(a) These shares were beneficially held by a number of companies in which (a)

o8y
¢ 4
=

&

HEFRAERERZHATF

the directors had beneficial interests.

(b) These shares were beneficially held by Winfoong Holding Limited, a (b) ZEBRDAAARZZEHBARIRE
wholly-owned subsidiary of the Company. The directors were deemed EBRARE=RE - ARNESEELA
to have interests in the shares in HFC by virtue of their direct and indirect BERAAQARZ#E MR ARESE
interests in the Company. BERND 2= -

Save as disclosed above, none of the directors or their associates bR EXFIE TR  IEAMESSIHBEA
had any personal, family, corporate or other interests in the equity TRARAF SKE( B E AT (E& RIFEED
or debt securities of the Company or any of its associated G0 2 RAKEHESFFHEFEREA - K

corporations as defined in the SDI Ordinance. IR~ AAEls A MR o
Directors’ interests in contracts FHNEGL PR

Save as disclosed in note 33 to the financial statements, no director FR - BRI EHREMEIBATHEEIN  SES
had a material beneficial interest in any contract of significance to WEEANTSEEAWNB AR AN —FH 2
the business of the Group to which the Company or any of its FREREHNFREERERER o

subsidiaries was a party during the year.
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REPORT OF THE DIRECTORS

Substantial shareholders FHEBR

At 31 December 2002, the following interests of 10% or more of BHEZZTZT-F+-A=+—HAL X2 A
the share capital of the Company were recorded in the register of ERTIRFEARRT R EITIRAF10%A £
interests required to be kept by the Company pursuant to Section 2R B BERERIREE16(1EFTIRE
16(1) of the SDI Ordinance: EF 2R AMA -

Percentage of the

Number of shares held Company’s

P IR S H issued capital
Notes Direct Indirect A5 A AT
Name EA i H% A4 T TIRA
Hok

HFL International Consortium HFL International Consortium
Limited ("HFL) Limited (HFL) 555,202,784 - 37.20

Hong Fok Enterprises BRESBERAT

Limited (“HFE") (PBRES) (i) - 555,202,784 3720

Hong Fok Investment Holding ERARAR (DER))

Company, Limited ("HFIH") (i) 47043,003 555,202,784 40.35

Hong Fok Corporation BREXERAF

Limited ("HFC") (TBREXED (iil) - 602,245,787 40.35

Barragan Trading Corp. Barragan Trading Corp. 285,312,566 - 19.1

Notes: BEE -

(i) HFE was deemed to have the same beneficial interests as its wholly-owned (i) ARNBRESBEHFLZEE - MUREBSHE
subsidiary, HFL, did in the issued share capital of the Company by virtue of ARBBBEITRAZ BERESERARE AN
HFE's interest in HFL. BARIHFLETHE S &R -

(ii) HFIH was deemed to have the same beneficial interests as its wholly-owned (ii) HRBRISEREE S #En - HUBBRHEALRLR
subsidiary, HFE, did in the issued share capital of the Company by virtue of AIEBITRAZ EREEHEARE2EMEA
HFIH's interest in HFE. In addition, HFIH was directly interested in approximately AERE ZAMAEERR - I BEEESE
3.15% of the issued share capital of the Company. NAREBITHRARLIZ15% 2 1z ©

(iii) HFC was deemed to have the same beneficial interests as its wholly-owned (iii) ANEREERERE ER  TUREEERES
subsidiary, HFIH, did in the issued share capital of the Company by virtue of RARBETRAZ BB EER R ARE AN
HFC's interest in HFIH. BAREETEAEMER -
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REPORT OF THE DIRECTORS

Substantial shareholders (CONTINUED)

Save as disclosed above, no person, other than the directors of the
Company, whose interests are set out in the section headed
“Directors’ interests in shares” above, had registered an interest
in the share capital of the Company that was required to be recorded
pursuant to Section 16(1) of the SDI Ordinance.

Connected transaction

On 30 April 2002, Winfoong Investment Limited, a wholly-owned
subsidiary of the Company, acquired Super Homes Limited, a
wholly-owned subsidiary of HFIH, at a consideration of
approximately HK$74.1 million which was funded by way of an open
offer of 747416,993 shares at a price of HK$0.195 per share on the
basis of one offer share for every existing share in issue. HFIH and
its wholly-owned subsidiary, HFL, were together interested in
approximately 37.7% of the Company'’s issued share capital at that
time. On the other hand, the Group was interested in approximately
20.2% of HFC, a company listed on the Singapore Stock Exchange,

which is the immediate holding company of HFIH.

The above connected transaction was approved by the Company'’s
independent shareholders at a special general meeting held on 15
April 2002.

Purchase, sale and redemption of the Company’s
listed securities

During the year, the Company repurchased and cancelled certain
of its listed shares on The Stock Exchange of Hong Kong Limited.
Further details of the transactions are set out in note 27 to the

financial statements.

Except as disclosed above, 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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REPORT OF THE DIRECTORS

Code of Best Practice

In the opinion of the directors, the Company complied with the
Code of Best Practice as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited throughout the accounting year covered by the annual
report.

Audit committee

The Company has an audit committee which was established in
accordance with the requirements of the Code of Best Practice,
for the purposes of reviewing and providing supervision over the
Group's financial reporting process and internal controls. The audit
committee comprises the two independent non-executive directors
of the Company.

Auditors
Ernst & 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

Patrick Cheong
Chairman

Hong Kong
28 March 2003
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