The directors have pleasure in presenting their report and the
audited financial statements of the Company and the Group
for the year ended 31 December 2003.

The principal activity of the Company is investment holding.
Details of the principal activities of the principal subsidiaries
are set out in note 21 to the financial statements. There were
no significant changes in the nature of the Group's principal
activities during the year.

The respective analysis of the business segments of the Group
during the year is set out in note 4 to the financial statements
on pages 62 to 65.

The Group's profit 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 43 to
104.

No interim dividend was paid during the year. The directors
recommend the payment of a final dividend of HK2.25 cents
per ordinary share in respect for the year payable on 8 July
2004, to shareholders on the register of members of the
Company on 20 May 2004. This recommendation has been
incorporated in the financial statements as an allocation of
retained profits within the capital and reserves section of the
balance sheet.

EFEMAREARRNAEEBRE_FTT=F
ToA=t - RLFEZHBEREEZI R

4o

ARRZ TBEBRIREER - SEEHERF
ZEBEXBH BNV HREMTE21 - FR - K
SEZIEXBMERBESREY -

AEERFRZBSEEBLEINMENE2E
658 7 ISR EHIEES o

AEFEHE_ZTE=_Ft+_A=1+—HIFEZ
Al ARANA R R ASERZB Z B TE
R FEREF4IEE104EH ZA ©

FRAALEREPHARS - EFEFN_FTTOF
T ANBIRSARFEERBRE @225
WFR-—ZETEFRA - +HBIIERRLRSA
Mz IR o LR S ERMBRRIIEERE
BERERRFEER D 2 REEH D

29



30

A summary of the published results and assets and liabilities
of the Group for the last five financial years, as extracted from
the audited financial statements and reclassified/restated as
appropriate, is set out below. This summary does not form
part of the audited financial statements.
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Year ended 31 December

BEt-A=t—HLEE

2003 2002 2001 2000 1999
“BE=F —TT-F —TT-F —TTTE —ANNEF
HK$'000  HK$'000  HK$000  HK$'000  HK$'000
THET TAT TAT TAT TAT
RESULTS %45
Tumover & 2%8
Continuing operations AL & 375 743522 737134 751,983 661324 448377
Discontinued operations B 4% |F 48 75 - 16016 350,726 446,002 12,820
743,522 753,150 1,102,709 1,107326 461,197
Profit/(loss) from operating activities 4% & 8 7], (E518)
Continuing operations AR & 75 33,341 26,056  (26,937) (563799) 16,843
Discontinued operations £ 4% |F 4% & 57 - 24505 (231,369) (254,108)  (1,429)
33,341 50,561  (258306) (817907) 15414
Finance costs & & (1,440)  (5338) (45058) (33342)  (4,498)
Share of results of a jointly — controlled entity
FEfh —FR ARSI RS 1,471 (613) (858) = =
Profit/(loss) before tax Bt ATEFI,/ (E518) 33,372 44610 (304,222) (851,249) 10,916
Tax #78
Continuing operations #5848 & %1% (8933)  (5600)  (2,289)  (57248) (3,153)
Discontinued operations B 4% |F 48 & 57 - - (2,852) (942) -
(8933)  (5600)  (5141)  (6190)  (3,153)
Profit/(loss) before minority interests
BB R ER AR, (EE) 24,439 39,010  (309,363) (857439) 7763
Minority interests A% 3 %5 - 15,134 125,780 20,649 -
Net profit/(loss) from ordinary activities attributable
to shareholders
IR FE(L BB s aF (FE18) 24,439 54144  (183,583) (836,790) 7763
31 December
+=A=+-8
2003 2002 2001 2000 1999
ZBE=F —TT-F —TT-F —TTTE —ANANEF
HK$'000  HK$000  HK$000  HK$000  HK$000
FTiER TAT TAT TAT TAT
ASSETS AND LIABILITIES EER & &
Total assets BE#(E 222,559 279719 303935 966,163 267267
Total liabilities & fE48%8 114729 185929 263621 987914 162,128
Minority interests A% 3R i %5 - - - 128565 -
Shareholders’ equity/(deficiency in assets)
iR (BEEA) 107,830 93,790 40314 (150,316) 105,139
Total liabilities and shareholders' equity
BmeERRRER 222,559 279,719 303,935 966,163 267267




Details of movements in the fixed assets of the Group during
the year are set out in note 17 to the financial statements.

The total donations made by the Group for charitable purposes
during the year amounted to approximately HK$100,000.

Details of movements in the Company's share capital and
share options during the year are set out in notes 28 and 29
to the financial statements.

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
the existing shareholders.

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

Details of movements in the reserves of the Company and
the Group during the year are set out in note 30 to the financial
statements and in the consolidated summary statement of
changes in equity.

As at 31 December 2003, the Company's reserves available
for distribution, calculated in accordance with the Bermuda
Companies Act 1981, amounted to HK$563, 152,000, of which
HK$4,874,000 has been proposed as a final dividend for the
year. In addition, the Company’s share premium account, in
the amount of HK$139,000, may be distributed in the form
of fully paid bonus shares.
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The aggregate turnover and purchases attributable to the
Group's five largest customers and suppliers, respectively,
accounted for less than 30% of the Group's total turnover
and purchases for the year.

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

The directors of the Company during the year were:

Arthur George Dew (Chairman)
Wong Tai Chun, Mark
Chee Wang Jin, Lincoln
Wong Chi Kit, Nelson
Tong Tang, Joseph

(appointed on 6 June 2003)
(resigned on 22 April 2003)
(resigned on 6 June 2003)

Hui Yip Wing, David (Deputy Chairman,)
Brian Damian O'Connor
Richard Owen Pyvis (appointed on 6 June 2003)
Lindsay William Ernest Cooper (resigned on 3 June 2003)

Sir Gordon Macwhinnie (resigned on 6 June 2003)

Cheng Mo Chi, Moses
lan Robert Strachan
Ronald Carstairs (resigned on 3 April 2003)
Messrs. Arthur George Dew and Tong Tang, Joseph, previously
non-executive directors, became executive directors, and Mr.
Dew was appointed as a deputy chairman of the Company
with effect from 13 February 2003.
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With effect from 18 March 2003, Mr. Arthur George Dew
became the executive chairman of the Company. At the same
date, Mr. Brian Damian O'Connor was redesignated as a non-
executive director of the Company.

With effect from 24 March 2003, Dr. Chee Wang Jin, Lincoln
was appointed as an alternate director to Mr. Tong Tang, Joseph.

Messrs. Ronald Carstairs, Wong Chi Kit, Nelson and Lindsay
William Ernest Cooper resigned as an independent non-
executive director, an executive director and a non-executive
director of the Company with effect from 3 April 2003, 22
April 2003 and 3 June 2003, respectively.

With effect from 6 June 2003, Sir Gordon Macwhinnie and
Mr. Tong Tang, Joseph resigned as a non-executive director
and an executive director of the Company, respectively and
Dr. Chee Wang Jin, Lincoln ceased to act as alternate to Mr.
Tong Tang, Joseph. On the same date, Dr. Chee Wang Jin,
Lincoln was appointed as an executive director and Mr. Richard
Owen Pyvis was appointed as a non-executive director.

With effect from 29 September 2003, Mr. Hui Yip Wing, David
was appointed as Deputy Chairman of the Company.

In accordance with bye-law 86, Dr. Chee Wang Jin, Lincoln
and Mr. Richard Owen Pyvis shall hold office until the
forthcoming annual general meeting and, being eligible, offer
themselves for re-election.

In accordance with bye-law 87, Messrs. Cheng Mo Chi, Moses
and lan Robert Strachan will retire and, being eligible, offer
themselves for re-election at the forthcoming annual general
meeting.

All independent non-executive directors have been appointed
for a specific term of one year and, in accordance with the
Company's bye-laws, are subject to retirement by rotation.
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None of the directors proposed for re-election at the
forthcoming annual general meeting has an unexpired service
contract with the Company which is not determinable by the
Company within one year without payment of compensation,
other than statutory compensation.

Save as disclosed in note 35 to the financial statements, no
director had a material interest in, either directly or indirectly,
in any contract of significance to the business of the Group to
which the Company or any of its subsidiaries was a party during
the year.

As at 31 December 2003, the interests or short positions of
the directors and chief executives of the Company in the shares
and underlying shares of the Company (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFQ"))
as recorded in the register required to be kept by the Company
under Section 352 of the SFO, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies of the Listing
Rules (the "Model Code") were as follows:

Nature of
Name of directors interests
EENSR ERUE
Wong Tai Chun, Mark Personal

F KR8 & AR 2=
Brian Damian O'Connor Personal

(BN £
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Beneficial ~Approximate

Beneficial interestin  aggregate %
interest in underlying  of the issued
shares shares  share capital
REHz REBRGZ HEBRITRE
B BnEs SO8EH0H

(Notes 1 & 3) (Notes 1,2 & 3)
(M1 R3)  (HEET ~ 2%3)

50,040 150,000 0.09%

= 200,000 0.09%



Notes:
1. Allinterests stated above represent long position.

2. Details of the interests of directors and chief executives of
the Company in the underlying shares of equity derivatives
in respect of options granted to them pursuant to the Old
Scheme and the Plan are stated in note 29 to the financial
statements.

3. Pursuantto the capital reorganisation of the Company effective
on 30 December 2003 (the “Capital Reorganisation”) as
approved by a Special General Meeting held on 29 December
2003, the nominal value of each of the issued ordinary shares
of the Company was reduced from HK$0.10 to HK$0.01 by
cancellation of HK$0.09 paid up capital on each issued share
("the Capital Reduction”) and the unissued shares of HK$0.10
each in the authorised share capital of the Company were
subdivided into 10 unissued shares of HK$0.01 each (the
“Subdivision”). Immediately upon the Capital Reduction and
Subdivision, every 10 issued and unissued shares of HK$0.01
each of the Company were consolidated (the “Share
Consolidation”) into one new share of HK$0.10 each (the
“New Shares"). Accordingly, the number of New Shares held/
entitled has been reduced to 1/10 of the number of existing
shares held/entitled thereunder.

Save as disclosed above, as at 31 December 2003, none of
the directors of the Company, or any of their associates, had
any personal, family, corporate or other interests in any interests
or short positions in any shares and underlying shares of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register to
be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model
Code.

Information on the directors’ share options is set out in note
29 to the financial statements.

Save as disclosed above, at no time during the year were rights
to acquire benefits by means of the acquisition of shares in or
debentures of the Company granted to any director or their
respective spouses or children under 18 years of age, or were
any such rights exercised by them; or was the Company or
any of its subsidiaries a party to any arrangement to enable
the directors to acquire such rights in any other body corporate.
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So far as is known to the directors of the Company, as at 31 HARAESZA  R=BE=F+-_A=+1—
December 2003, shareholders (other than directors or chief H @ RIEARR EIREREF R EEPIE336155R
executives of the Company) who had interests or short EPFE 2 BRM ek - RAR RN A
positions in the shares or underlying shares of the Company B P HEARESSAR 2R (R ARIEERE
which were recorded in the register required to be kept by the ZITBABRIN AT ¢

Company pursuant to Section 336 of the SFO were as follows:

Approximate %
of the issued

Number of ordinary share capital
Name of substantial shareholders shares held HERITRZE Note(s)
FERRERE FsEEREAE BABEME (M)
(Notes 1 & 2)
(BI=E1%2)
Wah Cheong Development (B.V.I.) Limited (“Wah Cheong") 61,719,594 28.49%
Sun Hung Kai & Co. Limited (“SHK") 61,719,594 28.49% 3,4
SIRERRAR ([FRE])
Allied Properties (H.K.) Limited (“Allied Properties”) 61,719,594 28.49% 35
BrEthE (B8) BRAR ([BatE])
Allied Group Limited (“Allied Group”) 61,719,594 28.49% 3,6
e EEERAR ([HEesR])
Lee and Lee Trust (“LL Trust") 61,719,594 28.49% 7
CLSA Capital Limited 34,266,666 15.82%
Avrisaig Greater China Fund (“Arisaig Fund”) 18,483,600 8.53%
Arisaig Partners (Mauritius) Ltd. (“Arisaig Mauritius") 18,483,600 8.53% 8
Lindsay William Ernest Cooper 18,483,600 8.53% 8,9
Notes: B e -
1. The interests stated above represent long position. 1. tigEsHsRe -

2. Immediately upon the Capital Reorganisation and Share 2. EZRERASARKROEMHE  S10REBEITRAR

Consolidation, every 10 issued and unissued shares BRI A G A —REREEO. 10/ T 2 #ik
consolidated into one New Share of HK$0.10 each. o Bt - FTEE R 2 FRNEE BEREIRE
Accordingly, the number of New Shares entitled has been REMEZERa 2 BNBE +H2— -

reduced to 1/10 of the number of existing shares entitled

thereunder.

3. The figure refers to the same holding of 61,719,594 shares 3. WERTFIEHWah Cheongfris A 261,719,594 %4
held by Wah Cheong. R -

4. SHK owned 100% interest in the issued share capital of Wah 4. HUEEAEHWah Cheongz 2HIE BT - Eiit
Cheong and was therefore deemed to have an interest in WAR BlEE Z 5 Wah Cheonghi A 2 Ik (H s o
the shares in which Wah Cheong was interested.



5. Allied Properties owned 100% interest in the issued share
capital of AP Jade Limited which in turn owned 100% interest
in the issued share capital of AP Emerald Limited, the holding
company of SHK. Allied Properties was therefore deemed to
have an interest in the shares in which SHK was interested.

6. Allied Group owned approximately 74.61% interest in the
issued share capital of Allied Properties and was therefore
deemed to have an interest in the shares in which Allied
Properties was interested.

7. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang
are the trustees of LL Trust, being a discretionary trust, who
together owned approximately 38.35% interest in the issued
share capital of Allied Group. They were therefore deemed
to have an interest in which Allied Group was interested.

8. The figure refers to the same holding of 18,483,600 shares
held by the Arisaig Fund. Arisaig Mauritius is the investment
manager of the Arisaig Fund and is thereby deemed to have
an interest in the shares in which Arisaig Fund is interested.

9. Mr. Lindsay William Ernest Cooper has only an indirect
beneficial interest in Arisaig Mauritius (the investment
manager of Arisaig Fund) but is thereby deemed to have
interest in the shares in which Arisaig Mauritius is interested.

In addition to those items set out in note 35 to the financial
statements, the Company entered into three agreements with
certain subsidiaries of SHK, a substantial shareholder of the
Company, on normal commercial terms on 2 February 2004
which constitute ongoing connected transactions as set out
below:

Sun Hung Kai Insurance Consultants Limited (“SHK
Insurance”), an indirect wholly-owned subsidiary of SHK,
and the Company entered into the Insurance Brokerage
Services Agreement, pursuant to which, SHK Insurance
would agree to provide packaged insurance brokerage
senvices to the Company and its subsidiaries (the “Group”)
for a term of one year, renewable upon expiration on
similar terms and conditions subject to any amendments
to be agreed in writing by the parties. SHK Insurance would
assist the Group in procuring insurance policies to be taken
out with third party insurers. The provision of such services
by SHK Insurance would be on SHK Insurance’s usual
terms for provision of the same services to an independent
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third party and the premium for any insurance policy
procured would be the prevailing premium charged by
SHK Insurance to an independent third party when dealing
at arm’s length having regard to any other special
circumstances such as arm'’s length negotiated volume
discounts. The aggregate premium amount within the one-
year term under this agreement is currently estimated
not to exceed HK$4,000,000 subject to market
fluctuations.

Wineur Secretaries Limited (“Wineur Secretaries”), an
indirect wholly-owned subsidiary of SHK, and the
Company entered into the Corporate Secretarial Services
Agreement pursuant to which, Wineur Secretaries would
agree to provide the companies in the Group with the
services of a company secretary and with the corporate
secretarial services for an initial term of one year, which
might be renewed upon expiration on similar terms and
conditions subject to any amendments and at such fees
to be agreed in writing by the parties.

The services provided by Wineur Secretaries was classified
into two types, namely, routine services and non-routine
services. The retainer fee for the routine services was
HK$863,000 per year and the service fee for the provision
of non-routine services would be agreed on an arm’s
length basis separately for each task having regard to the
work required.

SHK Consultancy Services Limited (“SHKCS"), an indirect
wholly-owned subsidiary of SHK, and the Company
entered into the Internal Audit and Compliance
Consultancy Services Agreement pursuant to which SHKCS
would agree to provide the companies in the Group with
internal audit and compliance consultancy services for an
initial term of one year, which might be renewed upon
expiration on similar terms and conditions subject to any
amendments and at such fees to be agreed in writing by
the parties.
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The fee for the services provided by SHKCS, charged on a
time-cost basis, was currently estimated to be around
HK$500,000 per year. Furthermore, the fee for any
requested audit and compliance work would be pre-
estimated and agreed separately on an arm'’s length basis
in view of the work involved.

The terms of the above agreements were negotiated on
an arm'’s length basis and the directors of the Company,
including the independent non-executive directors,
considered that the terms of these agreements are fair
and reasonable so far as its shareholders as a whole are
concerned. The directors considered that (i) the total
transaction amount under the Insurance Brokerage
Services Agreement would not exceed HK$10,000,000
in aggregate for the entire term of such agreement; and
(ii) the total transaction amount under the Corporate
Secretarial Services Agreement and the Internal Audit
Consultancy Agreement together would not exceed
HK$10,000,000 in aggregate per year. These agreements
constituted ongoing connected transactions of the
Company under Rule 14.23(1)(a) of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong
Kong Limited (the “Listing Rules”) requiring disclosure by
an announcement published on 2 February 2004 and
also requiring disclosure in this annual report pursuant to
Rule 14.25(1) of the Listing Rules.

The Board has established an Executive Committee on 29
September 2003, which comprises three executive directors,
Mr. Arthur George Dew, Dr. Chee Wang Jin, Lincoln and Mr.
Wong Tai Chun, Mark. The Executive Committee is vested with
all the general powers of management and control of the
Company as are vested in the directors of the Company.

The Audit Committee of the Company comprises of one non-
executive director, Mr. Richard Owen Pyvis and two
independent non-executive directors Messrs. Cheng Mo Chi,
Moses and lan Robert Strachan. The role of the Audit
Committee is to monitor the Group's accounting and financial
reporting practices and internal control systems.
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The Remuneration Committee of the Company consists of
two independent non-executive directors, Messrs. lan Robert
Strachan and Cheng Mo Chi, Moses, to advise the board on
the annual remuneration packages of the directors of the
Company.

In the opinion of the directors, the Company has complied
with the Code of Best Practice, as set out in Appendix 14 of
the Listing Rules which specifies the best practices to be
followed by the directors throughout the year ended 31
December 2003, except that non-executive directors of the
Company have no fixed terms of office but will retire from
office on a rotation basis in accordance with the Company’s
bye-laws.

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

Arthur George Dew
Executive Chairman

Hong Kong, 22 March 2004
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