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Report of the Directors

The directors present their report and the audited financial statements
of the Company and its subsidiaries (the “Group”) for the year ended
31 March 2003.

Principal Activities

The Company acts as an investment holding company. The principal
activities of its subsidiaries are set out in note 35 to the financial
statements.

Results and Appropriations

The results of the Group for the year ended 31 March 2003 are set out
in the consolidated income statement on page 59 of the annual report.

An interim dividend amounting to HK$2,837,000 was declared and
paid to the shareholders during the year.

The Board has recommended the payment of a final dividend of HK1.5
cents per share for the year ended 31 March 2003 to the shareholders
whose names appear on the register of members on 31 July 2003,
amounting to HK$4,255,000. The proposed dividend will be paid on
29 August 2003 following approval at the Annual General Meeting.

Property, Plant and Equipment
Details of the movements during the year in the property, plant and

equipment of the Group are set out in note 14 to the financial
statements.
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Report of the Directors

Properties Held for Investment Purpose

Details of the investment properties of the Group are set out in note
13 to the financial statements.

Properties Held for Development

Details of the movements during the year in properties held for
development for the Group are set out in note 15 to the financial
statements.

Purchase, Sale or Redemption of Listed Securities

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

Share Option Scheme

The Company's existing share option scheme (the “Scheme”) was
adopted on 3 January 2002 and became effective on 9 January 2002.
Particulars of the Scheme as required under the Rules Governing the
Listing of Securities (“Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) are set out below:

Summary of the Scheme
(a) Purpose of the Scheme

To provide the participants who have been granted options
under the Scheme to subscribe for ordinary shares in the
Company (“Shares"”) with the opportunity to acquire proprietary
interest in the Company and to encourage them to work towards
enhancing the value of the Company and its Shares for the
benefit of the Company and its shareholders as a whole.
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Share Option Scheme (continued)

(b)

()

(d)

Participants of the Scheme

All directors of the Company (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 Scheme.

Maximum number of shares available for issuance

Subject to the condition that the total number of shares which
may be issued upon the exercise of all outstanding options
granted and yet to be exercised under the Scheme and any other
schemes of the Company must not exceed 30% of the shares of
the Company in issue from time to time, a total of 28,367,108
Shares is available for issue under the Scheme which represents
10% of the issued share capital of the Company as at the date
of the Annual Report (i.e. 18 June 2003).

Maximum entitlement of each participant

(@) The total number of Shares issued and to be issued upon
exercise of the option granted to each participant
(including both exercised and unexercised options) under
the Scheme or any other share option scheme adopted by
the Company in any 12-month period must not exceed 1%
of the Shares in issue unless otherwise approved by
shareholders of the Company.
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BRESTE @) Share Option Scheme (continued)
(d) &2HECZERERRE LR @) (d) Maximum entitlement of each participant (continued)
(b) MEARAAZEFERRIELHE (b) Where any grant of options to a substantial shareholder
BTESHHEEZHEA (BR or an independent non-executive director of the Company,
REWBRBE1.01 ) REER or any of their respective associates (as defined in rule 1.01
B SEYREEREBH (BE of the Listing Rules of the Stock Exchange), would result
ZA) LM+ ={EA BE@ZA in the Shares issued and to be issued upon exercise of all
TERERERL 2 - ERE options already granted and to be granted to such person
BIfEmETRIRT2RN: in any 12-month period up to and including the date of
the grant:
() EHUECRTRHEIZE (i)  representing in aggregate over 0.1% of the Shares
B0 R in issue; and
(i) REBREBELEER (D (i) having an aggregate value, based on the closing price
BREXABRENE LA S of the Shares on date of grant in excess of HK$5
MR pz B hETE) million,
REZEBREENSAN AR such grant of option shall be subject to prior approval of
R(UFADNAZBEAL (ER the shareholders of the Company who are not connected
REMKA)) BxHME - persons of the Company as defined in the Listing Rules of

the Stock Exchange.
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Report of the Directors

Share Option Scheme (continued)

(e) Period within which the Shares must be taken up under
an option

Within ten years from the date on which option is granted or
such shorter period as the Board of Directors or the relevant
committee thereof may specify.

(f)  Minimum period, if any, for which an option must be
held before it can be exercised

At the time of granting an option, the Board of Directors or the
relevant committee thereof must specify the minimum period(s)
and/or achievement of performance targets, if any, for which
an option must be held before it can be exercised.

Options may be exercised at any time after the minimum periods
of time held and/or achievement of performance targets, if any,
specified in the terms of grant at the time of grants.

(g) Amount payable upon acceptance of the option and
the period within which the payment must be made

HK$1.00 shall be paid within 14 days from the offer date of the
option.
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BRESTE @) Share Option Scheme (continued)

(h) EEBERETEEZEE (h) Basis of determining exercise price of the option
EREZTHREXBETERTI=EZ The exercise price of the option shall be no less than the higher
BaE: of:

() BXFRARLHABZELEZSAR (i) the closing price of the Shares as stated in the daily
EBRTtzRDBHE ZBSE quotations sheets issued by the Stock Exchange on the date
REZXA) of grant, which must be a business day;

(i) BXARBERLAHATER (i) the average closing price of the Shares as stated in the
REEEABE v BHRERM daily quotations sheets issued by the Stock Exchange for
Mz RMFHRHE R the five Stock Exchange business days immediately

preceding the date of grant; and

(i) ROAREBHZHEE - (iii) the nominal value of a Share on the date of grant.

(i) ZETEIZBHRTFR (i) Remaining life of the Scheme
BRIFRIEZET BRI T UL L BEIZ The Scheme has a life of 10 years and will expire on 3 January
FECENERATE  #BR=F—= 2012 unless otherwise terminated in accordance with the terms
E—HBZHE® - of the Scheme.

AN B A2 AT B R A0 AR B R I B AR 1 No option was granted by the Company since the adoption of the
B Scheme.
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p

=5 Directors

ARRREEERBEAREAHCEEN The directors of the Company during the year and up to the date of

BT : this report were:

FRERIFHITES: Chairman and non-executive director:

ERE Cha Mou Sing, Payson

HITES ! Executive directors:

TE (EFLLHE) Wong Sue Toa, Stewart (Managing Director)

Bitx (HL%) Tai Sai Ho (General Manager)

MARE Shen Tai Hing

WEF Lam Chat Yu

FHITES Non-executive directors:

EME Cha Mou Daid, Johnson

Bigsh Cha Yiu Chung, Benjamin

BYFHTES Independent non-executive directors:

B fm Sun Tai Lun

BRE1E Chan Pak Joe

BRBADARZARASERMAE1161R In accordance with Article 116 of the Company’s Articles of Association,
T ERBREERER ﬁﬁ%i/ﬁﬁ"ﬂﬂkﬁﬁﬁ Mr. Cha Mou Sing, Payson and Mr. Cha Mou Daid, Johnson shall retire
ZBRRBEFASLRBEEE  HFGER. from office by rotation at the forthcoming Annual General Meeting
FAEEER - Fﬁﬁﬁ?—l—ég%?mﬁ ° and, being eligible, offer themselves for re-election. All other

remaining directors continue in office.
EBIUFHTES2MAS  BARRAZARMA The term of office of each independent non-executive director is the

BERAAURT  AEBRESEAL - period up to his retirement by rotation in accordance with the
Company’s Articles of Association.
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Report of the Directors

Directors (continued)

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

Biographical Details of Directors and Senior
Management

Directors

Mr. Cha Mou Sing, Payson, aged 60, is the chairman and a non-
executive Director of the Company. He joined the Group in 1989 and
has over 30 years of experience in property development. He is also
the deputy chairman of HKR International Limited (“HKRI") and a
director of a number of public and private companies in Hong Kong
and overseas. He is a member of the National Committee of the
Chinese People’s Political Consultative Conference.

Mr. Wong Sue Toa, Stewart, aged 57, is the managing director of
the Company and joined the Group in 1989. Before he joined the
Group, he was a director for several listed companies and was also a
director of HKRI until his resignation in December 2001. He has
extensive experience in the construction and real estate fields. He holds
a bachelor degree in science from San Diego State University and a
master degree of science in civil engineering from Carnegie-Mellon
University in the United States of America.
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Report of the Directors

Biographical Details of Directors and Senior
Management (continued)

Mr. Cha Mou Daid, Johnson, aged 51, was appointed as a non-executive
Director in November 2001. He has over 25 years of investment
management experience in Silicon Valley and Asia. Mr. Cha is currently
the Managing Director of The Mingly Corporation and is also a director
of China International Capital Corporation, HKRI and Shanghai
Commercial Bank, Ltd. He is active in many non-profit organisations,
including the Qiu Shi Foundation, Croucher Foundation and Moral
Education Concern Group. In addition, Mr. Cha is a member of the Council
of Advisors on Innovation and Technology to the Government of Hong
Kong SAR. He is a brother of Mr. Cha Mou Sing, Payson.

Mr. Cha Yiu Chung, Benjamin, aged 29, is a non-executive Director
and joined the Group in November 2001. He obtained his experience
in hotel and commercial real estate development as a business
development executive with Mandarin Oriental Hotel Group from 1995
to 1999. He holds a bachelors degree in international politics and
economics from Middlebury College and a masters degree in business
administration from the Stanford Graduate School of Business in the
United States of America. Mr. Cha is a nephew of Mr. Cha Mou Sing,
Payson.

Mr. Chan Pak Joe, aged 51, was appointed an independent non-
executive Director in November 2001. He has been an executive
director of The Luk Hoi Tong Company Limited for over 25 years. Mr.
Chan is the founder of the “Li Zhi Bursary"” of Tsinghua University in
the PRC. His community service includes having served YMCA as a
director. Prior to his current service to the Housing Society as member
of the Remuneration Committee, he had also served the Audit
Committee.
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Report of the Directors

Biographical Details of Directors and Senior
Management (continued)

Dr. Lam Chat Yu, aged 51, is an executive Director. He joined the
Group in November 2001 and has more than 20 years of investment
experience in the technology sector, including 15 years in Silicon Valley,
California, the United States of America and eight years in Asia. Dr.
Lam earned his doctorate in management from The Sloan School,
Massachusetts Institute of Technology. Prior to joining the Group, Dr.
Lam was a vice president at C.M. Capital Corporation in the United
States of America, where he specialised in software venture companies
and listed technology companies in the United States of America.

Mr. Shen Tai Hing, aged 61 was appointed an executive Director in
November 2001. He has been a director of HKRI since 1994 until his
resignation in December 2001. Mr. Shen has been a director of Hanison
Construction Company Limited since 1992. Mr. Shen obtained his
master degree from the University of Pittsburgh in the United States
of America. He has been a member of the Textiles Advisory Board of
Hong Kong since 1998.

Dr. Sun Tai Lun, aged 52, was appointed an independent non-
executive Director in November 2001. He is the chairman and
managing director of China-Hongkong Photo Products Holdings
Limited, whose shares are listed on the Stock Exchange, and has 25
years of experience in the photographic products industry. Dr. Sun
holds a bachelor degree in pharmacy from the University of Oklahoma,
the United States of America, and a doctorate degree of philosophy
in business administration from Southern California University for
Professional Studies, the United States of America. He is the vice patron
of the Community Chest of Hong Kong since 1999, a trustee of The
Better Hong Kong Foundation, and a council member of the Lingnan
University. Dr. Sun was awarded the Bronze Bauhinia Star in 1999,
and appointed as The Justice of the Peace in 2002.
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Report of the Directors

Biographical Details of Directors and Senior
Management (continued)

Mr. Tai Sai Ho, aged 51, is an executive Director and the general
manager of the Group. Mr. Tai joined the Group in 1989 and has over
28 years of experience in public and private sectors of the building
and civil engineering industries in Hong Kong. He holds a master
degree in business administration from Asia International Open
University in Macau, a master degree in construction management
from University of New South Wales in Australia and a bachelor degree
in civil engineering from National Cheng Kung University in Taiwan.
Mr. Tai is a fellow of The Australian Institute of Building (FAIB) and a
member of the Hong Kong Institute of Construction Managers
(MHKICM).

Senior Management

Mr. Chow Ka Fung, Matthew, aged 34, is a senior manager in the
construction division of the Group. Mr. Chow joined the Group in 1998.
He specialises in property development, investment, project
management and marketing in Hong Kong and China. He holds a
bachelor degree in land management from The Hong Kong Polytechnic
University. Mr. Chow is a Registered Professional Surveyor (General
Practice) under the Surveyor Registration Board (RPS). He is also a
member of the Royal Institution of Chartered Surveyors (MRICS), a
member of the Chartered Institute of Arbitrators (MCIArb) and an
associate member of Hong Kong Institute of Surveyors (AHKIS).

Mr. Chuk Kin Lun, aged 52, is the senior construction manager of
the planning and quantity surveying department in the construction
division of the Group and has been with the Group since 1989. He has
over 25 years of experience in planning, estimating, tendering and
quantity surveying in the public and private sectors of the building
and civil engineering industries in Hong Kong. Mr. Chuk holds a
bachelor degree in civil engineering and is a member of the Hong
Kong Institute of Construction Managers (MHKICM).
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Report of the Directors

Biographical Details of Directors and Senior
Management (continued)

Mr. Ho Chi Tong, Tom, aged 38, is the chief quantity surveyor of the
Group. Mr. Ho joined the Group in 1998 and has 16 years of experience
in quantity surveying consultancy and construction contracting. He
holds a professional diploma in quantity surveying from The Hong
Kong Polytechnic University. He is a Registered Professional Surveyor
(QS) under Surveyor Registration Board (RPS) and a member of The
Royal Institution of Chartered Surveyors (MRICS) and an associate
member of Hong Kong Institute of Surveyors (AHKIS).

Mr. Hon Sik Man, Danny, aged 43, is a senior manager in the building
materials division of the Group. Mr. Hon has many years of sales and
marketing experience in the field of building materials. He joined the
Group in 1997 and is responsible for the marketing and sourcing of
building materials and the building materials division’s training
program.

Mr. Leung Wing Hong, Clarence, aged 51, is a senior manager of
the Group. Mr. Leung is responsible for the development of
environmental products and facilities management. He joined the
Group in 1999 and has over 20 years of experience in construction
logistic and property management service. Mr. Leung holds a bachelor
degree in business administration from the Chinese University of Hong
Kong and is a fellow member of the Chartered Institute of Housing
and a member of the Hong Kong Institute of Real Estate
Administration.

Mr. Lo Kai Cheong, Casey, aged 52, is the company secretary and
the financial controller of the Group. Mr. Lo joined the Group in 1996
and has 26 years of finance and accounting experience in various
industries. He holds a bachelor of business degree in accounting and
a master degree in business administration from Edith Cowan
University in Australia. Mr. Lo is a member of the Australian Society
of CPAs (CPA (Aust)), an associate member of the Institute of Financial
Accountants (AFA), and a fellowship member of Hong Kong Society
of Accountants (FHKSA) and Association of International Accountants
(FAIA).
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Report of the Directors

Biographical Details of Directors and Senior
Management (continued)

Mr. Lun Tim Ho, aged 44, joined the Group in 1990 and is a senior
project manager of the contract administration department in the
construction division of the Group. Mr. Lun has 20 years of experience
in the construction field. He holds an associateship and a higher
diploma in the building technology and management from The Hong
Kong Polytechnic University. He is a member of The Chartered Institute
of Building (MCIOB), Hong Kong Institute of Construction Managers
(MHKICM), and Royal Institution of Chartered Surveyors (MRICS), and
a safety officer registered with the Labour Department.

Mr. Wong Hon Wai, Albert, aged 43, is a senior manager in the
interior and renovation division of the Group. He had gained 23 years
of experience in the interior and renovation business prior to joining
the Group in 2000. He holds a master degree in Business Administration
from University of Western Sydney, an associateship in Building
Technology and Management from The Hong Kong Polytechnic
University and post graduate certificate in Business Administration in
Hong Kong Open University. He is a member of the International
Facility Management Association (IFMA), the Hong Kong Institute of
Construction Managers (MHKICM), The Chartered Management
Institute (MCMI) and The Chartered Institute of Building (MCIOB).

Mr. Yuen Cheuk Kong, aged 43, is a senior project manager of the
contract administration department in the construction division of
the Group. He joined the Group in 1989 and has 20 years of experience
in the public and private sectors of the building and civil engineering
industries in Hong Kong. He holds a diploma in management studies,
a post- experience certificate in building studies and a higher
certificate in structural engineering from The Hong Kong Polytechnic
University.
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Report of the Directors

Convertible Securities, Options, Warrants or Similar
Rights

Other than the share option scheme as described above, the Company
had no outstanding convertible securities, options, warrants or similar
rights as at 31 March 2003 and there has been no issue or exercise of
any convertible securities, options, warrants or similar rights during
the year.

EECESER Directors’ Interests in Securities
R-ZE=F=ZA=1+-H REEF RE As at 31 March 2003, the interests of the directors in the securities of
) RBI (TR IRA]) E29R 2 RER the Company as recorded in the register required to be kept under
FREZBCMAFMSZEBALRARES Section 29 of the Securities (Disclosure of Interests) Ordinance (the
REAQNEzEH5EE  IBRELTATES “SDI Ordinance”) or as otherwise notified to the Company and the
ETRFRZ2BESTR (BEFE]) BH Stock Exchange pursuant to the Model Code for Securities Transactions
EARRNAIRBR A2 EENOT by Directors of Listed Companies (the “Model Code”) were as follows:
R 2w Interests in the Shares
B in & B
Number of Shares

BAES REES LFES Hftig 2 BRipHas

Personal Family Corporate Other Total no.
HE Name interests interests interests interests of Shares

Cha Mou Sing, Payson 294,107 — 328,075 (a) 70,799,632 (b) 71,421,814

Cha Mou Daid, Johnson — — —
Cha Yiu Chung, Benjamin — — — 70,799,632 (b) 70,799,632
Wong Sue Toa, Stewart 65,854 — 50,010 (a) — 115,864
Tai Sai Ho 1,200 — — — 1,200
Shen Tai Hing 5,250 — — — 5,250

71,772,756 (b) 71,772,756
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Report of the Directors

Directors’ Interests in Securities (continued)

(@) The shares are held by a corporation in which the relevant
director is deemed to be interested under the SDI Ordinance.

(b) Following the commencement of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) on 1 April
2003, the Company has received notifications from Mr. Cha Mou
Sing, Payson, Mr. Cha Mou Daid, Johnson and Mr. Cha Yiu Chung,
Benjamin that they are beneficiaries of the respective
discretionary trusts holding such shares.

Save as disclosed above, none of the directors of the Company or their
associates had any personal, family, corporate or other interests in
the securities of the Company or any of its associated corporations
(within the meaning of the SDI Ordinance) as recorded in the register
as at 31 March 2003 kept by the Company under Section 29 of the SDI
Ordinance or which had to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

Arrangements to Purchase Shares or Debentures

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 debt
securities (including debentures) of the Company or any other body
corporate and none of the directors, or their spouses or children under
the age of 18, had any rights to subscribe for securities of the Company,
or had exercised any such rights during the year.

Directors’ Interests in Competing Business

None of the directors of the Company is interested in any business
apart from the Group’s businesses, which competes or is likely to
compete either directly or indirectly, with business of the Group.
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Report of the Directors

Substantial Shareholders

As at 31 March 2003, in addition to those interests as disclosed above
in respect of the directors, the Company had been notified of the
following interests, being 10% or more in the issued share capital of
the Company directly or indirectly according to the register of
substantial shareholders required to be maintained under section 16(1)
of the SDI Ordinance:

BiikkE
B8 B Approximate
Number percentage

4 Name of Shares  of holding
Great Wisdom Holdings Limited (f72£1) Great Wisdom Holdings Limited (Note 1) 138,998,833 49.0%
BB (BaE1) HKRI (Note 1) 138,999,013 49.0%
LBJ Regents Limited (Af&£2) LBJ Regents Limited (Note 2) 211,670,286 74.6%
et - Notes:

(1) Great Wisdom Holdings Limited J3 #%
ERZ2EMBLR  Hit  RERE#ER
Bl BERBRHIR BN Great Wisdom
Holdings Limitedffr %2 138,998,833 R I
DhEERER -

(2 ZERONEZOEHEEERMEEZ
138,999,013 RIkf - RZEZ=F=A=
+—HLBJ Regents Limited 3 E2 2 A+
B 2EXERRDZEEA  MRER
BRZEH 0 LB Regents Limited 125
REEER AT 2138,999,013 RR (A
HEEL © LB) Regents Limited JJE TR
HE2EETIZETA  ZEEE22E
THEARERFR(EERTOKE

BREMFRAIREE S » RARERHE B
EE=E=ZA=t+-HERAERLTEE
TRABDSZTHU Lz EE o

(1) Great Wisdom Holdings Limited is a wholly-owned subsidiary of HKRI
and therefore HKRI is deemed to be interested in the 138,998,833 shares
held by Great Wisdom Holdings Limited in accordance with the SDI
Ordinance.

(2)  These share interests include 138,999,013 shares held by HKRI. As at 31
March 2003, LBJ Regents Limited is the holder of 50.23% of shares in
HKRI and pursuant to the SDI Ordinance, LBJ Regents Limited is deemed
to be interested in the 138,999,013 shares held by HKRI. LBJ Regents
Limited is the trustee of certain irrevocable discretionary trusts of which
members of the Cha Family (as defined hereunder) are among the
discretionary objects.

Other than as disclosed above, the Company has not been notified of
any other interests representing 10% or more of the Company's issued
share capital as at 31 March 2003.
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Report of the Directors

Directors’ Interests in Contracts and Connected
Transactions

During the year, the Group entered into certain transactions and
agreements with HKRI and the Cha Family (comprising for this purpose
Mr. Cha Chi Ming, the founder and the chairman of HKRI, Ms. Wong
May Lung, Madeline (being a daughter of Mr. Cha Chi Ming), Mr. Cha
Mou Sing, Payson (being the chairman of the Company), Mr. Cha Mou
Zing, Victor, Mr. Cha Mou Daid, Johnson (being the sons of Mr. Cha
Chi Ming) and Mr. Cha Yiu Chung, Benjamin together with their
respective associates, excluding, as the case may be, HKRI), both of
which are substantial shareholders of the Company, and their
respective associates as defined in the Listing Rules of the Stock
Exchange as follows:

Construction transactions:

The transactions were entered between the Group and HKRI and its
associates in relation to the construction of various buildings and
structures in Hong Kong. The total construction income recognised
by the Group during the year ended 31 March 2003 amounted to
HK$516,490,000.

Renovation transactions:

(@) The Group has entered into agreements with HKRI and its
associates for the renovation, maintenance and modification of
certain of its developments. The total interior and renovation
income recognised in respect of the above on-going contracts
during the year ended 31 March 2003 amounted to
HK$3,435,000.

(b) The Group has also entered into two agreements with an
associate of the Cha Family, CDW Building Limited. Of the two
agreements, one was entered into on 17 February 2001
concerning the renovation work of a general nature for CDW
Building owned by CDW Building Limited for a term of one year
commencing from the date of the agreement and renewable
automatically upon expiry thereon, whereas the other one was
entered into on 28 December 2001 relating to an agreed scope
of renovation, alteration and addition works in respect of the
entire aforesaid property. The total renovation income
recognised under the aforesaid agreements during the year
ended 31 March 2003 amounted to HK$46,322,000.
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Report of the Directors

Directors’ Interests in Contracts and Connected
Transactions (continued)

Properties agency and management transactions:

The Group has also entered into a sole marketing and leasing agreement
and a management agreement with an associate of the Cha Family, CDW
Building Limited on 28 November 2002, pursuant to which the Group
was appointed as the sole marketing and leasing agent and the manager
of the CDW Building located in Hong Kong and owned by CDW Building
Limited for a term of one year commencing from the date of the
agreements and renewable automatically upon expiry thereof unless and
until otherwise terminated.

The sole marketing and leasing agency fees and the manager’s fees
received by the Group from CDW Building Limited during the year
ended 31 March 2003 amounted to HK$362,000.

As the above transactions will be conducted on an ongoing basis, it is
considered that strict compliance with the relevant requirements
relating to such connected transactions under Chapter 14 of the Listing
Rules (“Requirements”) would be impractical. On application by the
Company, the Company has been granted conditional waivers from
strict compliance with the Requirements in respect of the aforesaid
transactions (“Connected Transactions”).

The directors, including the independent non-executive directors of
the Company, have reviewed the Connected Transactions described
above, including obtaining a letter from the Company’s auditors in
respect of the factual findings on the Connected Transactions and
confirmed that:

(a) The Connected Transactions were:

(i)  carried out in the ordinary and usual course of business of
the Group;

(i) conducted on normal commercial terms (or on a fair and
reasonable basis so far as the shareholders of the Company
as a whole are concerned); and

(iii) conducted in accordance with the terms of the relevant
contracts.
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HHEEREH Report of the Directors
BEENEARBERSZP 2R Directors’ Interests in Contracts and Connected
(#&) Transactions (continued)

(b) BBEEERZME  HEBTEBMN (b) In respect of each of the Connected Transactions, the aggregate
TXRINEE-SE=5=/=+— amount of Connected Transactions within each such category
ALEEMREEEREERNZLRE for the year ended 31 March 2003 of the Group did not exceed
H(LREE] the relevant cap amounts (the “Cap Amounts”) stated below:

BE_ZZ=
SAZt+-HLEE
ZEIREH
Cap Amounts
for the year ended
ZHEH Type of transactions 31 March 2003
B
HK$
BEIR Construction 600,000,000

#EIR Renovation

— EEXERREABEA — with HKRI and its associates 7,000,000
— EBCDW Building Limited — with CDW Building Limited 65,000,000
MEREHEER Properties agency and management 10,000,000

REFE  AEEmEEXERFKETETH During the year, the Group has also acquired certain subsidiaries and

BLARAREENR  BREABE—RBNT associates which owned four pieces of land in Hong Kong and
Ex ZEQAREENRUREBRPER Dongguan, The People’s Republic of China from HKRI at a total
S e consideration of HK$180 million.

BREXFIEEEN  RABHEEAHER Saved as disclosed above, no contracts of significance to which the
ABEIIVARRESRATEESHER Company or any of its subsidiaries was a party and in which a director
BEAREMNAFEREZBRERFER of the Company had a material interest, whether directly or indirectly,
R ENAERZEAHE subsisted at the end of the year or at any time during the year.
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Report of the Directors

Major Customers and Suppliers

During the year, the five largest customers of the Group accounted
for about 88% of the turnover of the Group and the largest customer,
which is a subsidiary of HKRI, accounted for about 58% of the total
turnover. Save as disclosed above, none of the directors, their
respective associates, or any shareholders (which to the knowledge
of the directors own more than 5% of the Company’s share capital)
has any interest in any of the five largest customers of the Group for
the financial year ended 31 March 2003.

The five largest suppliers of the Group in aggregate accounted for
less than 30% of the total purchases of the Group for the year.

Retirement Benefit Schemes

With the implementation of Mandatory Provident Fund Scheme in
Hong Kong on 1 December 2000, the Group has maintained the
defined contribution scheme registered under the Occupational
Retirement Schemes Ordinance (*ORSO Scheme”) and has obtained
an exemption satisfying the requirements of the Mandatory Provident
Fund Schemes Ordinance ("MPFO").

To comply with MPFO, a Mandatory Provident Fund Scheme (“MPF
Scheme"”) with voluntary contributions has been established. Existing
ORSO Scheme Members have been given a one-off choice on the MPF
exempted ORSO Scheme and the MPF Scheme. New employees must
join MPF Scheme when it commenced on 1 December 2000.

The Group strictly complies with the MPFO in making mandatory
contributions for its staff. Details of charges relating to the retirement
benefit schemes are set out in note 34 to the financial statements.
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Report of the Directors

Post Balance Sheet Events

In May 2003, the Group has completed the acquisition of the 5th floor
of Shatin Industrial Centre, Shatin and a piece of land at Ping Che,
both of which are located in Hong Kong from independent third
parties at a total consideration of approximately HK$28.5 million from
internally generated funds. The property at Shatin is held for
investment purposes and the land at Ping Che is held for the Group’s
own use.

In June 2003, the Group has also acquired from an independent third
party the entire issued share capital of Retailcorp Limited which carries
on a wholesale health products business and operates a health
products retailing chain store business under the trade name of
“Health Plus” at a consideration to be determined.

Corporate Governance

The Company has complied with the Code of Best Practice as set out
in Appendix 14 of the Listing Rules throughout the year ended 31
March 2003.

Audit Committee

The Company has an audit committee with written terms of reference
in compliance with the Code of Best Practice as set out in Appendix
14 to the Listing Rules. The primary duties of the audit committee are
to review and supervise the financial reporting process and internal
control system of the Group.

The audit committee has two members, being the independent non-
executive directors, namely, Dr. Sun Tai Lun and Mr. Chan Pak Joe. Dr.
Sun Tai Lun has been appointed the chairman of the audit committee.
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Report of the Directors

Pre-emptive Rights

There are no provision for pre-emptive rights under the Company’s
Articles of Association, or the laws of the Cayman Islands, which would
oblige the Company to offer new shares on pro-rata basis to existing
shareholders.

Auditors

A resolution will be proposed at the Annual General Meeting of the
Company to re-appoint Deloitte Touche Tohmatsu as auditors of the
Company.

On behalf of the Board

Wong Sue Toa, Stewart
Managing Director

18 June 2003



