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The board of directors (the “Directors”) of the Company present their
annual report and the audited financial statements for the year ended 31
December 2003.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of the Company's principal subsidiaries, the Group's associates
and jointly controlled entities are set out in notes 39, 40 and 18 to the

financial statements respectively.

RESULTS

The results of the Group for the year ended 31 December 2003 are set

out in the consolidated income statement on page 39.

The directors do not recommend the payment of a dividend for the year.

FINANCIAL SUMMARY

A financial summary of the Group is set out on page 118.

INVESTMENT PROPERTIES AND PROPERTY, PLANT
AND EQUIPMENT

During the year, certain completed properties with an aggregate carrying
amount of approximately HK$110,405,000 were transferred from
construction in progress to the investment properties upon completion of
the construction. The Group revalued all of its investment properties at
the year end date. The net surplus arising on the revaluation, which has
been credited directly to the investment property revaluation reserve,
amounted to HK$60,000.

Details of the movements in the investment properties of the Group and
property, plant and equipment of the Group and the Company during the
year are set out in notes 12 and 13 to the financial statements

respectively.
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Details of the movements in property under development and properties

held for sale of the Group during the year are set out in notes 14 and 21

to the financial statements respectively.

On 28 April 2003, the shareholders of the Company held a special

general meeting and passed a special resolution for the reorganisation of

the capital of the Company (the “Capital Reorganisation”), in the

following manner:

(a)

the currency denomination of the authorised share capital of
US$250,000,000 (equivalent to HK$1,948,000,000) divided into
10,000,000,000 ordinary shares with par value of US$0.025 was
converted to HK$1,945,000,000 divided into 10,000,000,000
ordinary shares with par value of HK$0.1945 (“Conversion of

Nominal Value");

the nominal value of the share capital of the Company was
reduced from HK$0.1945 per share to HK$0.01 per share by way
of the cancellation of HK$0.1845 per share, so that the authorised
and issued share capital were reduced accordingly. Based on the
number of existing shares in issue, the issued share capital of the
Company of approximately HK$1,342,848,000 was reduced by
approximately HK$1,273,917,000 to approximately HK$68,931,000
(“Capital Reduction”);

the authorised share capital of the Company of HK$100,000,000
divided into 10,000,000,000 ordinary shares of HK$0.01 each was
increased by HK$100,000,000 to HK$200,000,000 divided into
20,000,000,000 shares of HK$0.01 each;

the amount of approximately HK$377,863,000 standing to the
credit of the share premium account of the Company was reduced

to nil (“Share Premium Cancellation”); and
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(e)  the credit amount of approximately HK$1,651,780,000 arising from
the Capital Reduction and Share Premium Cancellation was used
to eliminate the accumulated losses of the Company of
approximately HK$1,188,390,000 as at 31 December 2001 and the
balance of such credit of approximately HK$463,390,000 was

transferred to the contributed surplus account of the Company.

Further details of the Company’s Capital Reorganisation were set out in

the Company's circular issued to the shareholders dated 3 April 2003.

On 27 February 2003, all of the convertible notes amounting to
HK$100,467,000 were converted into 516,541,335 new ordinary shares
of the Company at the conversion price of HK$0.1945 each, amounting
to approximately HK$100,467,000.

On 28 April 2003, pursuant to the Capital Reorganisation, the amount of
the Company'’s issued share capital was reduced by approximately
HK$1,273,917,000.

During the year, the Company issued and allotted 5,018,151,792 ordinary
shares of HK$0.01 each for an aggregate consideration of approximately
HK$304,178,000 to provide the additional capital to finance the Group's

business expansion.

In December 2003, the Company issued and allotted 50,000,000 ordinary
shares of HK$0.01 each at HK$0.0754 per share upon the exercise of

share options granted to certain employees.

Details of movements in the share capital of the Company during the

year are set out in note 26 to the financial statements.

Details of movements in the reserves of the Group and the Company are
set out in the consolidated statement of changes in equity on page 43

and note 28 to the financial statements respectively.
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As at 31 December 2003, the Company had no reserves available for
cash distribution and/or distribution in specie, except that under the laws
of Bermuda, the Company’s share premium account, in the amount of
approximately HK$248,208,000, may be distributed in the form of fully

paid bonus shares and the Company’s contributed surplus account, in the
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amount of approximately HK$588,178,000, may be distributed under

certain circumstances.

DIRECTORS

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

report were:

Executive directors:

Mr. Wong Chung Tak
Mr. Deng Wenyun
Mr. Gong Hanbing
Mr. Tse Kam Fai

Mr. Li Heihu

Mr. Li Jingqi

Non-executive directors:

Mr. Chen Chao

Mr. Wong Ngo, Derick

(appointed on 28 October 2003)
(appointed on 2 September 2003)

(appointed on 28 October 2003)
(resigned on 28 October 2003)
(resigned on 28 October 2003)

(resigned as executive director and

re-designated as non-executive
director on 28 October 2003)
(appointed on 1 January 2004)

Independent non-executive directors:

Mr. Lee Kuo Ching, Stewart
Mr. Liu Sing Piu, Chris

Ms. Chong Kally

Mr. Loong Ping Kwan

Mr. Poon Chiu Kwok
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DIRECTORS (Continued)

In accordance with the Company's bye-laws 86 and 87, Messrs. Wong
Chung Tak, Deng Wenyun, Tse Kam Fai, Lee Kuo Ching, Stewart, Liu
Sing Piu, Chris and Wong Ngo, Derick and Ms. Chong Kally will retire
and, being eligible, offer themselves for re-election at the forthcoming

annual general meeting.

The independent non-executive directors are not appointed for specific
terms but are subject to retirement by rotation in accordance with the

bye-laws of the Company.

No director 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.

DIRECTORS’ BIOGRAPHIES

Biographical details of the directors of the Company are set out on pages
18 to 21.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

Save as disclosed in the sections “Share Options” and “Substantial
Shareholders” below, as at 31 December 2003, none of the directors or
chief executives of the Company or any of their associates had any
interests and short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of the Securities and Futures Ordinance (the “SFQ")) as
recorded in the register maintained by the Company pursuant to Section
3562 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.
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DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance to which the Company or its subsidiaries
was a party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of the year or

at any time during the year.

SHARE OPTIONS

Pursuant to an ordinary resolution passed at the annual general meeting
of the Company held on 30 May 2002, a new share option scheme (the
“New Scheme”) was adopted by the Company. The New Scheme
replaced the share option scheme adopted on 17 November 2000 (the
“Old Scheme”). After the adoption of the New Scheme, no further
options can be granted under the Old Scheme. Particulars of the
Company'’s share option schemes are set out in note 27 to the financial

statements.
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ARRERTERECZGHFEHNHNT - Details of movements in the Company’s outstanding share options
during the year are set out below:
Bitd
Old Scheme
BRENE
Number of share options
RIBBZE Jut-4- ]
-B-H +ZBZ+-H & 1] ke
RETE AETHE WREDH fTEHR iR RERE
Outstanding ~ ERRMH ERfIE EM%R EME#  Outstanding Date of Exercise Exercise TR
SHERZAAN at Granted  Exercised Lapsed  Cancelled at grant of period of price At exercise
Name or category Hit 1 January during during during during 31 December share share of share date of
of participant Notes 2003 the year the year the year the year 2003 options* options options** options
BT B
HKS HKS
S
Directors
FERAEE (a) 60,000,000 - - - — 60000000 CEE-% Z35-F 0.1945 @R
Mr. Li Hehu AR ZAZt-H NA
932000 EZ%-%f%
t-AtRE
21.3.2001
1016.11.2010
BE%s 30,000,000 - - - — 30000000 Z-%%-% Z%%-F 01945 TER
M. Chen Chao =AhA  ZA=t-H N/A
932001 EZ%-%F
t-At58
21.3.2001
1016112010
ERERE bl 13,500,000 - - - — 13500000 Z=%FZ- Z3%-% 0.1945 &R
Mr. Li Jingaj ZAAE ZAZt-H N/A
932000 EZZ-3F
t-AtRE
21.3.2001
1016.11.2010
EER%E 30,000,000 - - - — 30000000 Z-%%-% Z%%-F 01945 TER
Mr. Gong Hanbing =AhA  ZA=t-H N/A
932000 EZ%-%f%
t-At58
21.3.2001
016.11.2010
2,580,000 - - - — 2580000 C55-% :Z@ £ 0.1945 @R
tE-tzH -B-A NA
2872000 EZTERE
t-A=t-8
1.1.2002
10.31.12.2006
2,580,000 - - - — 2580000 Z-%E-% Z%3C2F 01945 TER
tAZt+zH tA-A NA
872000 E-TTtE
~AZTH
1.7.2002
t0.30.6.2007
FEELE (e 900,000 - - - - 0000 —-AAEE  —ALEE 03300 TR
Mr. Lee Kuo Ching, tAtH fﬁﬂiﬁ N/A
Stewart 771997 - ffti
15‘7.1997
t0 14.7.2007
139,560,000 - - - — 139,560,000

28
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LET L
Number of share options
3t 3 3t L EH
-§- +ZB=1-H BH mER RER
RATHE ) AATE  BEEEH i8R TR REBRE
Outstanding ~ ERRH ERfTE EREN EME#  Outstanding Date of Exercise Exercise  fTEAM
SHERZAAN at Granted  Exercised Lapsed  Cancelled at grant of period of price At exercise
Name or category 1 January during during during during 31 December share share of share date of
of participant 2003 the year the year the year the year 2003 options* options opt%mls** options
AT BT
HKS HKS
RS
Other employees
Bt 15,000,000 - —  (4,500,000) — 10500000 5% —23-F 01945 @R
In aggregate “ANE  ZRZtH N/A
932001 Z-Z-%F
t-At5A
20.3.2001
1016112010 -
1,500,000 - - - - 1500000 —E5-%F —33-F 01945 FER
ZARE ZAZtZH N/A
932001 ZE-Z-%F
t-At5A
22.3.2001
1016.11.2010 -
25,000,000 - - - — 25000000 ZEE-F —33-F 01945 FER
tA-tZH NAZR NA
2872000 EZFER
tA-t7H
2.8.2001
1026.7.2006 -
25,000,000 - - - — 25000000 ZEE-F —33-F 01945 FER
tA-tZH \AEA NA
81001 E-EENE
tA-TNH
4.8.2001
1028.7.2006 -
48,862,800 - - - — 48862800 C—EE-F —23-F 01945 FER
tA-tZ8 N\BtEA N/A
872000 EZFER
NANB
15.8.2001
108.8.2006 -
47,118550 - - - — 41018850 -FT-F  -FIC 0.1945 8l
tA-tZH -A-A NA
272000 EZFER
tZB=t-8
1.1.2002
1031122006 -
47,118,550 - - - - 4Mm8E0  ZEE-F CZF5CF 0.1945 8l
tA-tZH tA-H NA
8712000 E-TTEE
AAZHH
172002
10.30.6.2007 -
750,000 - - - - 750,000 —EE-F it 3 S 01945 FER
NAT=H -A-A NA
1382001 ZEZFERN
tZB=t-H
1.1.2002
1031.12.2006 -
750,000 - - - - 750000 —EE-F Z332% 01945 FER
NAT=H tA-R NA
1382001 E-T5L%E
AA=TH
172002
10.30.6.2007
211,099,900 - —  (4500,000) — 206,599,900
350,659,900 - —  [4,500,000) — 346,159,900

Annual Report 2003 4 %

29

paliwr sBuipjoy yos|-ybiy ueyzuayg



ANNBHEZERER R A

30

ETER

Report of the Directors

HEtd
New Scheme
FATRBER
BRiERE Price of the
Number of share options Company's shares ***
RIBBZ% RIBS=E
-f-B +ZB=t+-H & BRE BRE
A T RAfTE BEERH:  TEEE  TERe RERE  RERE
Outstanding ~ FAFY  FATE  FA%XNY  FAHEH  Outstanding  Dateof Exercise  Exercise  HHAM  fTEAN
SHERZAAN at Granted  Exercised Lapsed  Cancelled at  grantof period of price Atgrant At exercise
Name or category 1 January during during during during 31 December share share  of share date of date of
of participant 2003 the year the year the year the year 2003 options* options  options** options options
HKS HKS HKS
RtRR
Other employees
it
In aggregate — 90,000,000 (50,000,000 - — 40000000 -TF=F ZTT=F 07 0.0730 0.0800
TATEE +-AZt/A
14102003 E-FFNF
+-A=tAR
28.11.2003
1026.11.2008
Kt Notes:
@) ZFERLTER-ZT=FTARAARAESER (a) Mr. Li Heihu resigned as director and Chairman of the Company in October

(b)

(c)

TEZE ABEERARSHRER -

FRAREN-TESFTAREALTERR
BRI H - EBBEEN -2ENE—AK
% -

R-PB=E—A-BEEGZBREDRER

=F—
RERRAIR—NANELFENATARITZRRE
ELREZ—BEE BPTERBAL -

* REBREZEBRONEROASES
TEREARAILL

O MARAEARE - BTCRARAE
ERNED  KEMREZTERAT
AE -

e REREERERSARECARFRE
DRAEERBRERLAME —EARSA
AR BB REE AP Z Y

2003 and now is the senior consultant of the Company.

(b) Mr. Li Jingqi resigned as director and Vice President of the Company in October
2003. His share options lapsed in January 2004.

(c) The options outstanding at 1 January 2003 granted to Mr. Lee Kuo Ching,
Stewart were in accordance with the general mandate granted by the
shareholders to the directors at the annual general meeting of the Company
held on 10 June 1997.

* The vesting period of the share options is from the date of the grant until

the commencement of the exercise period.

** The exercise price of the share options is subject to adjustment in the
case of rights or bonus issues, or other similar changes in the

Company's share capital.

***  The price of the Company's shares disclosed at the date of the grant of
the share options is the Stock Exchange’s closing price on the trading

day immediately prior to the date of the grant of the share options.
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SHARE OPTIONS (Continued)

The closing price immediately before the date of exercise of the
50,000,000 shares on 1 December 2003 was HK$0.075. The directors
are of the view that the value of the theoretical value of the options
granted during the year depends on a number of variables which are
either difficult to ascertain or can only be ascertained on a number of
theoretical basis and speculative assumptions. Accordingly, the directors
of the Company believed that any calculation of the value of the options
will not be meaningful and may be misleading to shareholders in the

circumstances.

No charge is recognised in the income statement in respect of the value

of options granted during the year.

As at 31 December 2003, the total number of shares available for issue
under the Company'’s share option schemes is 386,159,900 shares,

representing 3.2% of the issued share capital of the Company.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in the section “Share Options"” above, at no time
during the year was the Company or any of its subsidiaries, a party to any
arrangements to enable the Company’s directors or chief executives to
acquire benefits by means of the acquisition of shares in or debentures

of the Company or any other body corporate.
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RIZZ=F+_A=+—R0 ' ARAREE
FRHEGPIEB6HRFEC T BRRECH
BR BREXFBRBEERETEERER 2
@i UTRREMEARAEREALAFE
BIOUBRAZBRAES :

As at 31 December 2003, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO shows
that other than the interests disclosed above in respect of certain
directors and employees, the following shareholders had notified the
Company of relevant interests in the issued share capital of the

Company:

L5 Long positions
HERTRR
FikRHBE ayastt
Number of shares held Percentage in
EfRER HEER total
BREHE Direct Indirect ~ number of
Name of shareholder interest interest issued shares
Thing On Group Limited Thing On Group Limited 1,664,351,792 — 13.83%
ITRExRE Mr. Wong Chung Tak — 1,664,351,792 13.83%
YT EEENF Shenzhen Investment Holding Corporation
(M&RYIEE]) (“SIHC") 320,335,712 1,289,090,260 13.46%
Ultrarich International Ultrarich International Limited
Limited (TUIL)) ("UIL") — 1,289,090,260 10.78%
FYEBEERBRA A Shenzhen International Holdings
(TRYIERR]) Limited (“SIHL") — 1,289,090,260 10.78%
New Vision Limited ([NVL]) New Vision Limited (“"NVL") — 1,289,090,260 10.78%
Great Mind Holdings Group Great Mind Holdings Group
Limited ([GML]) Limited (“GML") 1,289,090,260 — 10.78%
E1%/ B8/ HH5 Dong Shi Qi/Guo Wei/Yang Zhao Yang 600,000,000 — 5.02%
fat Notes:
(1) Thing On Group LimitedZ 2 #2317 A (1) The entire issued share capital of Thing On Group Limited is beneficially owned

FTHRESXEEREAR ° Bt - Thing On Group
Limited & T B/ 5% £ R AR AR RIRAH #
BR—E% -

by Mr. Wong Chung Tak. Both Thing On Group Limited and Mr. Wong Chung
Tak are therefore deemed to have the duplicate interests in the share capital of

the Company.
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BYHBRITES -
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(2) The interest of GML in the 1,289,090,260 shares of the Company is attributed to
NVL. The interest of NVL in the 1,289,090,260 shares of the Company is also
attributed to SIHL, UIL and SIHC on the bases that:

(a) GML is the wholly-owned subsidiary of NVL;
(b) NVL is the wholly-owned subsidiary of SIHL;

(c) UIL controls more than one-third of the voting power at SIHL's general

meetings; and
(d) UIL is the wholly-owned subsidiary of SIHC.

Other than as disclosed above, the Company has not been notified of
any other relevant interests or short positions in the shares and
underlying shares of the Company as at 31 December 2003.

(@) On 9 January 2003, the Company has executed a guarantee to the
extent of RMB5,000,000 (equivalent to approximately
HK$4,692,000) in favour of CITIC Industrial Bank, Wuhan Branch in
respect of a loan facility of up to the abovementioned guarantee
amount granted to a jointly controlled entity of the Group. Pursuant
to the loan agreement entered into between the jointly controlled
entity and CITIC Industrial Bank, the guarantee provided by the
Company is for a period of two years from 14 January 2004, or
two years from the due date of the loan facility if the loan facility
becomes payable prior to 14 January 2004. As at 31 December
2003, the loan facility was fully utilised by such jointly controlled
entity.

Further details of the above transaction were set out in an
announcement made by the Company on 10 January 2003.

(b)  Pursuant to the approval issued by F BN BB E &R E S8 F
B @& EREH D (Zhongguancun Science Park Haidain Digital
District Management Service Center) dated 8 December 2003,
Beijing Dawning Tianyan Information Technology Company Limited
(“Beijing Dawning”), a wholly-owned subsidiary of the Company,
was allowed to contribute RMB10,000,000 (equivalent to
approximately HK$9,384,000), in cash towards the registered
capital of Beijing CPT Bluetus Co., Ltd. (“Beijing CPT"), which was
a 55% owned subsidiary of the Company prior to the additional
capital contribution by Beijing Dawning. After the completion of
the capital contribution by Beijing Dawning, the Group's interest in
Beijing CPT will be increased to 83.125%.
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CONNECTED TRANSACTIONS (Continued)

Up to 31 December 2003, a total amount of RMB10,000,000 (equivalent
to approximately HK$9,384,000) has been contributed by Beijing
Dawning and RMB6,500,000 (equivalent to approximately HK$6,099,000)

has been accounted for as capital of Beijing CPT.

Further details of the above transaction were set out in an

announcement made by the Company on 12 December 2003.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2003, the Group's purchases from the
five largest suppliers accounted for approximately 35.6% of the Group's
total purchases and purchases from the largest supplier included therein
accounted for approximately 13.6% of the Group's total purchases. The
Group's sales to the five largest customers accounted for approximately
24.9% of the Group's total turnover and sales to the largest customer
included therein accounted for approximately 7.1% of the Group's total

turnover.

None of the directors of the Company, their associates, nor any
shareholder, 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 and suppliers.

COMPETITION AND CONFLICTS OF INTERESTS

None of the directors or substantial shareholders of the Company or any
of their respective associates has engaged in any business that
competes or may compete with the business of the Group or has any

other conflict of interests with the Group.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

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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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 prorata basis to existing shareholders.

POST BALANCE SHEET EVENTS

Details of the significant events taken place subsequent to the balance

sheet date are set out in note 38 to the financial statements.
CORPORATE GOVERNANCE

Code of Best Practice

The Company has complied at any time throughout the year ended 31
December 2003 with the Code of Best Practice as set out in Appendix
14 of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) except that the independent non-
executive directors were not appointed for a specific term as set out in
Appendix 14 of the Listing Rules but are subject to retirement by rotation
and re-election at annual general meetings in accordance with the bye-

laws of the Company.

Audit Committee

The Audit Committee of the Company comprises three independent non-
executive directors, currently includes Mr. Lee Kuo Ching, Stewart, Mr.
Liu Sing Piu, Chris and Miss Chong Kally. The Audit Committee has
reviewed the adoption of accounting policies and basis adopted, financial
reporting process and internal control procedures, discussed and

approved this annual report accordingly.

AUDITORS

During the year, Messrs. Ernst & Young retired and Messrs. Deloitte

Touche Tohmatsu were appointed as auditors of the Company.

A resolution will be submitted to the annual general meeting to re-

appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.
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I would like to take this opportunity to express my sincere gratitude to
the shareholders and business partners for their support and my fellow
directors and all the staff members for their effort and dedication during

the year under review.

On behalf of the Board

Wong Chung Tak
CHAIRMAN

Hong Kong
16 April 2004
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