DIRECTOR’S REPORT

The directors herein present their annual report together with the
audited financial statements of the Company and the Group for
the year ended 31 December 2003.

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 14 to the financial statements.

Financial statements

The loss and cash flows of the Group for the year ended 31
December 2003 and the state of affairs of the Company and the
Group at that date are set out in the financial statements on pages
27 1o 96.

Dividends
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 is set out
below.

The new and revised Statements of Standard Accounting Practice,
as further detailed in note 2(A) to the financial statements, have
had no significant impact on the amounts previously recorded in
the financial statements.
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DIRECTOR’S REPORT

RESULTS ESE
Year ended 31 December
BETZAZST—HIEFEE
2003 2002 2001 2000 1999
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
AR ART T RART ARLT
Turnover SR 46,692 62,631 77869 143,765 40,333
Loss before Tax BREAIEE (38,499) (113,327) (46,500) (154,424) (31,612)
Tax IR (1,533) (2,671) 1,188 4,621 (667)
Loss before Minority RtV EBRR
Interests ERAIEE (40,032) (115,998) (45,312) (149,803) (32,279)
Minority interests DY R (1,094) 20 (754) (1,804) 836
Loss Attributable PR SR BEAL
to Shareholders B (41,126) (115,978) (46,066) (151,607) (31,443)
ASSETS, LIABILITIES AND MINORITY INTERESTS BE - BERIVEBBRRER
As at 31 December
m=HA=+—H
2003 2002 2001 2000 1999
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Tt T Tt T T
Total Assets WEE 1,831,110 1,866,391 1,751,340 1,997391 2,165,597
Total Liabilities wmas (603,446) (605,482) (520,789) (522,564) (590,199)
Minority Interests LYRRERS (3,159) (2,090) (2,186) 3,023 5,145
Net Assets BEFE 1,224,505 1,258,819 1,228,365 1,477850 1,580,543
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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 12 and 13 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 notes 27 and 28 to the financial statements, respectively.

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 29 to the financial
statements and in the consolidated summary statement of changes
in equity.

Distributable reserves

At 31 December 2003, 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$953,039,889. In addition, the Company’s share premium
account, in the amount of HK$196,872,753, may be distributed in

the form of fully paid bonus shares.

Charitable contributions
During the year, the Group made charitable contributions totalling
HK$64,000 (2002: HK$46,100).
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DIRECTOR’S REPORT

Major customers and suppliers

In the year under review, sales to the Group's five largest customers
accounted for less than 30% (2002: less than 30%) of the total
sales for the year.

Purchases from the Group's five largest suppliers accounted for
less than 30% (2002: less than 30%) of the total purchases for the
year.

Directors

The directors who held office 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, Messrs.
Cheong Kim Pong and Cheong Pin Seng 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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DIRECTOR’S REPORT R

Directors’ interests HRZMELR
At 31 December 2003, the interests and short positions of directors RZTZE=F+ZA=1+—H EFREET
and chief executive in shares, underlying shares and debentures of A BRART REHE AT 2D - HER

the Company and its associated corporations as required to be MRESFF - HEREES KB KRG ([FH
disclosed under and within the meaning of Part XV of the Securities REAE&GI]) EXVED 2 W3 RIR LB T #FE 2
and Futures Ordinance (the “SFQ") were as follows: SRR

(i) Long positions in shares and underlying shares of the (i) RELTIROBREBROZERS

Company
Type of interests and
number of shares held Number of
R U S P e 8 B shares
Name of director Corporate Family options held Total Other
HHLEY G| PR A HAb
Note
P
Cheong Pin Chuan, Patrick &2 602,645,787 3,047000 30,000,000 635,692,787 41%
Cheong Kim Pong F&8 602,645,787 - 30,000,000 632,645,787 40%
Cheong Pin Seng B 602,645,787 - 30,000,000 632,645,787 40%
Cheong Sim Eng EBALEE 602,645,787 - 30,000,000 632,645,787 40%
Lim Ghee moE 602,645,787 - - 602,645,787 40%
Note: These directors were deemed to have corporate interests in the shares Mz : AR REEEEREEAAT BRI E
in the Company by virtue of their beneficial interests in the shares in REEERAR (EEEZE]) ORMHE
Hong Fok Corporation Limited (“HFC"), a substantial shareholder of = MR ABERNQNRRGL 2 Aa)E
the Company. The 602,645,787 shares represented the same interests 25 © 34602,645, 787 A% 17 Jh 15 (R — 1B 4E
and were duplicated amongst these directors. = MEZSEEHEERY
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Directors’ interests (CONTINUED) R ()
(ii) Long positions in shares of an associated corporation — (i) R—EHZEAT BMEBEEZERZZER
HFC B

Type of interests and number of shares held

s 0 S B e
Name of director Personal Family ~ Corporate Other Total  Percentage
A fEA K A Fopts Esk| Epiz:

Note (a) Note (b)
W () FE(b)

Cheong Pin Chuan, Patrick i 5,163,140 1,125,300 88,054,912 121,336,000 215,679,352 35.97%

Cheong Kim Pong Eel 2,571,980 503,000 88,054,912 121,336,000 212,465,892 35.43%

Cheong Pin Seng Ein 3,024,376 101,200 88,048,312 121,336,000 212,509,888 35.44%

Cheong Sim Eng ELRE 57939,000 207000  21,877512 121,336,000 201,359,512 33.58%

Lim Ghee m & 6,619,092 - - 121,336,000 127,955,092 21.34%

Notes: BT

(a) These shares were beneficially held by a number of companies in which (a) ZERNBESHEERER CZHAT
the directors had beneficial interests. BEaslEs -

(b) These shares were beneficially held by Winfoong Holding Limited, a (b) ZERGBHARBZZENBARKLE
wholly-owned subsidiary of the Company. The directors were deemed REARARERES - HRESHEER
to have interests in the shares in HFC by virtue of their direct and indirect MEFEAARZER - BIRARES
interests in the Company. REERD 2= -

Save as disclosed above, as at 31 December 2003, none of the B EXFTREEN  RZET=F+=-A=

directors and the chief executive of the Company were, under — B REFEFRBAEKRPIEXVEET RS
Divisions 7 and 8 of Part XV of the SFO, taken to be interested or B BMEANTCESREETHABWEE
deemed to have any other interests or short positions in shares, SARERA QR R EEE AT 2k - HBEER

underlying shares or debentures of the Company and its associated MREST - BEEAEMERIORE MER
corporations, that were required to be entered into the register RARIMRBRES KB ROIEI2GEMERT 2
kept by the Company pursuant to section 352 of the SFO or were FaofMPaE iR BEEAHE R IFTERAT
required to be notified to the Company and The Stock Exchange of (TBsE 32 f)) B35 E MR Al (FLm%ﬁEIJJ)Lm
Hong Kong Limited (the “Stock Exchange”) pursuant to the Model REZETEAFXINEESFRAEMNG AR
Code for Securities Transactions by Directors of Listed Companies NEHRZFT ©

in the Rules Governing the Listing of Securities on the Stock

Exchange (the “Listing Rules”).
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Share option schemes
The Company operates a share option scheme, further details of
which are set out in note 28 to the financial statements.

Directors’ rights to acquire shares

Apart from as disclosed under the sections headed “Directors’
interests” and “Share option schemes” above, 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 contracts

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest subsisted at the end of year or at any time
during the year.
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EEBOR B AN - Z Rk

R-FE=F+-A=+—8 THATHA
AEFREBTHABRIN RRAATREE
% R EDIE3361E 2 T ET 2 B2
FEEsE - RARFZRGREBRAT 2 RA

Substantial shareholders’ and other persons’ interests
At 31 December 2003, the following persons (not being directors
or chief executive of the Company) had an interest in the following
long positions in the shares and underlying shares of the Company

as recorded in the register required to be kept under section 336

of the SFO. AR ©
Number of shares held
P et e
Notes Direct Indirect Total  Percentage

Name EA i HE 4% bk AL
HFL International Consortium HFL International Consortium

Limited ("HFL) Limited ([HFL) 555,202,784 - 555,202,784 37%
Hong Fok Enterprises BRESERAR

Limited (“HFE") ([BEES]) (i) - 555,202,784 555,202,784 37%
Hong Fok Investment Holding EEERAA (R

Company, Limited ("HFIH") (ii) 47443,003 555,202,784 602,645,787 40%
Hong Fok Corporation BREFERLA

Limited (“HFC") (TeREX]) i) - 602,645,787 602,645,787 40%
Barragan Trading Corp. Barragan Trading Corp. 285,312,566 - 285,312,566 19%
Praise Time Co Limited Praise Time Co Limited 136,000,000 - 136,000,000 9%
Notes: iz -

HRBEESIFAEHFLZ S - RBRESHEE
ARBBBEITRA BRI AR 2 AN
BARHFLAIEAER -

(i) HFE was deemed to have the same beneficial interests as its wholly-owned (i)
subsidiary, HFL, did in the issued share capital of the Company by virtue of
HFE's interest in HFL.

MINBRSEBEE S HUBREEAR
ARETBRA ERERAREE 2 BB A
AERESMEAEER - 1 BREERRE
ARRDETRALZ% 2 B o

(ii) HFIH was deemed to have the same beneficial interests as its wholly-owned (ii)
subsidiary, HFE, did in the issued share capital of the Company by virtue of
HFIH's interest in HFE. In addition, HFIH was directly interested in approximately
3% of the issued share capital of the Company.

MINBREERRNARE  ELD  HUBREXERE
AARDEITRA 2 ERERER A EE 2 AN
BARERATEEEMER -

(iii) HFC was deemed to have the same beneficial interests as its wholly-owned (iii)
subsidiary, HFIH, did in the issued share capital of the Company by virtue of
HFC's interest in HFIH.
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Substantial shareholders’ and other persons’ interests
(CONTINUED)

Save as disclosed above, no other person was recorded in the
register required to be kept under section 336 of the SFO as having
an interest or short position in the shares and underlying shares of
the Company as at 31 December 2003.

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. 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.

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 Listing Rules
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.
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DIRECTOR’S REPORT

Auditors

During the year, Ernst & Young retired and Messrs. PKF were
appointed as auditors of the Company. There have been no other
changes of auditors in the past three years.

Messrs. PKF 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

Cheong Pin Chuan, Patrick
Chairman

Hong Kong
27 February 2004
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